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INTRODlJCI10N 

I, the Chairman of Estimates Committee having been authorilod by 
the Committee to submit the Report on their behalf, present thia raft)'· 
Fourth Report on the Ministry of Defence (Department of Defence Pro-
duction)-Ordnance Factories. 

2. The Committee took evidence of the representatives or the Depart-
ment of Defence Production on 1 and 3 January, 1983. The CommiUre 
wish to express their thanks to the Officers of the Department for placiq 
before them the material and information which they desired in COIUlOC-

tion with the examination of the subject and giving evidence before the 
Committee. 

3. The Committee also wish to express their thank. to Sbri x.. 
Subramanyam, Director, Institute of Defence Studies and Lt. Goa. s.s. 
Sandhu, PVSM (Retd.) for giving evidence and making valuable IU", 
tiODI to the Committee. 

4. The Committee also wish to express their thank. to all other 
Orpniaations/Institutiona for fumilhing memoranda on the .. abject to tU 
Committee. 

~. The Report was considered and adopted by the Committee OIl 
27 April, 1983. 

6. For facility of reference and convenience, recommendations aod 
observations of the Committee have been printed in thick type in tho body 
of the Report, and have also been reproduced in a consolidated form in 
the Appendix to the Report. 

NI'W Oaol; 
A.pril 28, 1983 

YaUo/chD 8, 1905 (Saka) 

(vii) 

BANSI LAL. 
Clusinntllr, 

EstlmtJla COI ___ • 



CHAPTER I 

ORGANISATIONAL SET UP 

A. 0nIaaaee Factory 10 ..... 

The ongm of the Defence Production in India can be traced back 
to the year 1801 when the East India Company let up the Gun· Carriage 
Agency near Calcutta. For the next half ceii\ury, this was the only unit 
which undertook any kind of manufacturing activity for meeting Defeoee 
requirements. In 1859, another 'Factory was set up to meet requirements 
of leather goods for Army. The manufacture of ammunition was,taken up 
in this country for the first time in 1872. Four more ~ence J'h)(tuction 
Units were established in the ,first decade of this ce~ry. 1b~ produc-
tion units were designed not to meet all the requirements of British .. ArmY 
in India, or oftbe Indian troops but were only meant to fitintQ tho Iaqer 
pattern of Derence production by the Royal Ordnance Factories. Eleven 
new Factories were established during the Second World War. The 
position in 1947 was that there were 16 Ordnance FactOries iD varioui 
degrees of production working under the Director or Ordnance Pactories 
who was resPonsible to the Chief of General Staff' in the Army Hqrs. On 
1st January, 1948, the control of the Ordnance Factories was taken over 
directly by the Ministry of Defence and the p<m of Director General 
Ordnance Factorjes was created with Hqrs. at Calcutta. ' 

1.2. With the advent of independence. the role of Ordnance Factories 
changed substantially and they had to shoulder the heavy responsibility of 
protecting the n~t~on's securit~ a~d . independe~c::e 8.Ild in ihe process, 
develop the capab'hty of absorbIng mtrJcate techntcal know-how in varib1ls 
sophisticated fields of defence production. 

1.3. It was only after 1962 conftict that a systematic thrust for 
accelerated growth of defence industries was started. The first Five Year 
Derence Plan was formulated in 1964. While the main thrust was to 
ensure Defence preparedness to meet the external threats emphasis waS 
also laid on the promotion of indiaenous research and deveJopment, the 
mobilisation of industrial capacities and on stepping up of output. The 
Defence Production uniu set before themselves the twin objective of self. 
reliance and modernisation in the programme of defence prodUction. 

1.4. Today, Ordnance Factories comprise 33 Units IUnctionin, as 
Departmental undcrtak ings under the Department of Defence J»roduction. 
]bose Factories~ arc widely llisperse4 SCOpphicallr and ptodqce a wid, 



Yariety of item. covering a broad r.pecb: um of technology for the Defence 
ServKes. para- military forces and th~ civil poJice. The range of 
production coven sophisticatedr a.ta~ .pns, anti-aircaft guns, field guns, 
sCH'-propclled suns, mountain guns, mortars, small arms besides related 
ammunition for these including; metal courponents:bke empty shells, empty 
cartridps, empty fuzes, chemicals. and exp!osives, sporting anns and 
ammunitions, bombs. rockets, projectiles, grrnades, mines, demolition 
~. clf;pth~I1arFs. pyro-technic stores, ttansport vehicles, armoured 
v~ op&al Qd fire control ins~nts, bridgrs, assault boats and 
various.peral and Don-~ stores and software items. Jike biSh altitudo 
and.com~t cJothiDJ, leather items, parachutes etc. 

1.5. Based on the recommendations made by a High LeveJ Committee 
appointed bY,the Government which carried out a detailed in:CSepth study 
of' the. Ordnance Factories OrpQisation, the Ordnance Factory Board 
with.DGOFaa Chairman and 7 full time Members started.ftanctionina from 
1919. 1bree of these Members have direct functions/responsibility for 
qrious procluc:tiQn units lI'oupwisc, such as Production of Weapons and 
ADlJIllUlition, Production of Vehicles, Production of Materials. Whereas the 
otIrcr 4Memben hav~ functional responsibility for Personnel, Planniog 
and' Material ManqetnCnt, Technical Development and Services, and 
Pmance. The Board is collectively responsible for overall planning and 
poHcy matins and monitoring and impiementinl the programmes. 

1.6. The group of 4 (actories enpFd in the manufacture of DOD-1etbaI 
item .. likedc)thjlll, parachutes, leather iCemI etc. is UDder the control of 
Adell OOOF (Ordnance Equipmellt F.ctories Hqn.) located at Kanpur 
..,. i. dirOctty rapoosibJe to the DGOf. 

Ortbttmc~ Factory Board-Ne~d for Re-orgtmistltio" 

1.7~ The toBowiDI deficiencies in the. set up of ~ reorpnjsed 
ontaauce factories Board., have been, broupt to the Il.QUce or the 
Committee by a JloJtoOf6QaI expert:-

(0. The span of CODU'DJO! tho. DGOf w.idl13 ulUt.ia too uaweikly 
and it d. too uwch to eJPOCl troa·the. Head ol &J1 o.qaai,.rion 
to have etroaivecomro1 om 10, -.n)'.uaih.. 

(ii) With an averqe of lOUDiU u4uthe CO)ltroJ,o( ~ .. her 
(33 uaits, dividcd&IDOllJ 3 ........ ) apaa of coatrol qf ~ 
.,.ber is wide. Soco oJ tile QSeJQben bave Jarac colltroJ1 



HS/Gmq; ~.l~rore.,Q.)apj", a non,,1Iicial ~rt point-
.. out that the jdeal spalt'of CQRtr.oi; in some, of the Jorei&Jl coUittries like 
the U.S. and the U.K. watfofJr·to:fi~·au\).uaits. 

J .9: The foUowing Iugest.iGM"bave boon made to· the Committco by 
non-officials to meet the situation :-

(0 The organisation.be split up into .separate Directora~ dca'ing 
with specific nature of stores, and head-quarters or esch be 
located in proximity of concentration of the units. . 

(H) Each group of prod~ion units should be made-- tGtalJ1 
autonomous (or tma~l autonomy be given aeoordiq to 
another view) to break the "existiD.J unwelldy nature <:I tile 
orpuisation..... . 

(w Control of clotbing and cq1,Jipment factories should be; tateD 
away from DGOF by tbeMGO as the technology required 'is of 
a simple nature and linkages with the rest of the factories,,,, 
minimal. 

(iv) Vehicle pGrtion be separated from non-vehicle portion. 

(v) Some additionallDlDberi be appointed to rcduec tile work-load 
OD momben. 

1.10. On the sugestion regarding taking away control or clothing 
ractorieifrom DGOF by th~M.G.O.t aJormer Secretary to the Depart-
ment of Dcfence,'ProductioD expreued the view that:-

"I am Dot ill favour of its.beinabandcd over to the MOO but I am 
in favour of its being haaded over to the Civil Industrial 
Ministry as tIacy ma)' (orm them into a public sector corpora-
tion or merge them with the present public sector corporation 
and since these are of the same kind of technologies which arc 
available in the Ci¥il Sector. Therefore. it should be dealt with 
by. them." 

The witDCII.ldded :-

"1 would deftnitely apee that there is scope for streamJiniDI the 
orpl'litation· by tUiar~ 1 die cj.waaiteDlt:,whioJa. ate _mmon 
_0 Qjyjliaa.4HiIitut'u" Aad,tllllte is &potSibillty· of lookinJ 



t 
at the separation or the vehicles from the Don-vehicles pordon. 
The rest of them will hav~ to' remain in one orpnisation and it 
may be very difficult to split them into different kinds of organi-
sation. If these things are carried out, I have a feeling that it 
could contribute very considerably to more cffioient functionina 
of the factories' organisation." 

1.11. The Committee wanted to know if the existing span of control 
was unweildy ba:ause each Member had to oversee a number of Ordnance 
Factories with turnover of each factory amounting to crores. In reply, 
__ Secretary explained that under the Member Incharge of weapons there 
were saven factories where total production was of Rs. 127 crores. The 
Member Jndaarae of Materials and COmponents bad 11 factories and the 
total tum over was of only Rs. I SO crores. The Member Jncharge 
Ammunition and Explosives had 9 units with a turnover of RI. 259 crorcs. 
He sDJcd that the number of units had no relationship to the value of 
turnover and span of control. In vehicles group in the public sector 
uadertakinp one unit had a turnover of more than Rs. 220 crorcs. 

1.12. Asked if DGOF set up needed to be reorganised, the Secretary. 
Def'ence Production pleaded in evidence that :-

<a> The span was not very large and Memben were well conversant 
with these factories. Many of them had risen from or worked 
at various levels. For them to manaae three units, fi ve units, 
nine units. was not difficult. 

(b) The functions of the Board basic:a1ly were overall planning and 
monitoring and this relieved. the Member of many problema. 

(c) Right from inception ordnance factories bad link ... with each 
other and there was hardly any (actory which was self-contained 
in aU respects i.e. from raw material 10 the finished product. 

(d) A CODscious decision had been taken on the basil of a very 
eleborate view of the workina or ordnance. factories only three 
years ago, Govt. are ,oinS throup the process· of ItabiJisina 
the re-orpnised system. It would be premature to 10 through 
another phase of re-orp1lilation 10 IOOIl after tbe 6nt one 
which was only three yean old. 

(0) The.,1tem WAI beiDa maiDtllioed ulUdl but iDltitutiooal frame--
wort was beina improved for bet:uer 4Dd moro d&cieat aD4 
fdf=v, operatiOD. 



. . 
t .13. the Secretary pointed out that "if you re-organise' aH' -tite tld 

then there was no period for settling down.n .' 

B. Representatioa of Seniees 08 on 
1.14. It has been represented to the Committee that there is at present 

no Service Officer on the Ordnance Factories Board. As Army is the 
largest indentor, it is logical and desirable that the Director Ordnance 
Service be included as a Member of the Ordnance.Facotry Board. 

1.15. Itajadbyaksha Committee had recommended that Master General 
Ordnance might be made an ex.-officio Member of the Ordnance Factory 
Board meaning thereby that he would have the right to go and attead .dIe 
Meetings of the Board. The Secretary, Defence Production stated durina 
evidence that the matter was still under consideration of ·~aild 
that a decision would be taken soon. He added, however, that :-

. " 

''To make him (MOO) whole time member of the Ordnance 
Factories Board would not be acceptable to the Army because 
he has total responsibility in Army Hqrs. here. My view u; that 
they were not interested in Board meetings because many 9f 
them deal with day-to-day manaFmcnt affairs, .individUaI 
problems and so no. . 

. ,-t We atrlnte a ditcuaiOl1 OIl their- prCMtUClion teqwremeota Indall 
thememben are proIOIlt at this review ~wllicla· is a very 
comprehensive rniow unot.oaJ.r the cunent year's pro ..... 
but wo are aIaoiDIiltiq that tho Army projoet tbair Iona . __ . 
requimnenu so that ..can take .... to moe .. their NqIIiro. 
ments. The target for overy year is act up in a very detailed 
manner fint by diacuuion with the OrcinaJa Fa.:tory.BaanI 
and then at the Minister level." 

t' ~ 16. The o,mmittce wanted to )mGW thatwhell the SecretatyDcleftee 
PrGduction and the customers 01' Otdnanoe Pactories items Were _ted·, in 
bethi \Vby.as the oftke 6f tho DGOP located in CAIcuUa. In reply. tIao'. 
Sfotetaty,· Dc5fen~ Production Mated durin. evidence that .' .. WIIO 
particular advabtage inhaviD, the OP. htadqaarten in Delhi. He abo· 
poiated·out that tMte was a total baa OIl moviq o8kes .~Delbit n.' 
S.etaIf,ho .... , taid : 



"Here I would confess that we have not given any particular thought 
to moving headquarters to Delhi". 

1.17, Asked how many times Chairman and Memhers of the Ordnance 
Factory Board had to visit Delhi, the Committee were informed during 
evidence that the Chairman of the Board had to visit Delhi on an average 
~for 54 days in an year during tJ:te last 3 years. As regards other Members 
of the ~oard the position for 1981 and 1982 is given in the statement 
below: 

/981 1981 

Member P and M M 3~ 28 

Member M and G 23 22 

Member TW and \VL 35 .1 

Member Vehicles 31 53 

Member A and E '15 26 

Member FIN 42 31 

Member PER 

I. IS. 1M Committee find that OR the basis of a reorganisation of tile 
!fracture of the OrdaaDCe Factorirs admillistration the Ordnance F.ctory 
Beard .as set up ia 1979. Besi4les Chaina •• die BelIr. bas RftII M_ben. 
Of t1tese. three l\-Iemlten are directly rnpo_IWe to oyenee the fundiODina 
or ft .. aayas n Oraance F.ctories. with. total taraoftr of Rs. 536 
Croft!. The Committee feel that dae .,.. c •• trot is too wide to be conduch'e 
to d'edive _perrisio., .irectioe .... coatrol"Y the Fauctioaal Members of 
die Bunt. They accordingly recommead that tbe DUmber of FUDdiooaJ 
Memben·fJf-the &ani may ~ suit.h'y iaereased to.....are areaterfUDctioaal 
eflicleaey. 

1.19. It surprises the C. • iHre daat Ord.Me factory Board consdtot-
e4 as it is toeby does not have el'fD a sincle r~preseDtatite of the Armed 
Forces "biellare tbe Jaraeet iHeaton • .,.. .ad ....... ltioo I. (ad 
R.jaAy •• Committee · ... d reeom ... .w that MGO should be ex-oftJee 
Mealbel' .,dIe Board. ne Secretary. DefelICe PrCMIuctioa pleaded .. 
e~ tlaat Ids 8uaestioll ... 0lIl4 JJOt k accept.We to Artily authorities •• 
MGO "d "tota. respensi.,iJit)" ill Aray Headqu.rter! jtl("l(. The 
~Rt8lf. however, i_eate4 dlat aajadltyak!tlul ('.....uuee.~ fee ........ 
dOD w.s still IIJlder coowderatioD of GOVerDJDeDt. The Comait~ feel ..... 



1 
if MGO eannot be spared by Army Headquarten to sene a.. Member oi 
Ordaaoce Fadory Board, it shoald DOt be too ditBcalt to nomiDate IOIae 

other service ofBecr of appropriate rank to:be a Part time Member or die 
Board. Sach an arrangement, the Committee, feel would make for Htter 
coordination with, aDd greater iavottemeat of the Armed Forces ia the 
productioD planalag tlDd procestel of the Ordnance FadoM. 

1.20. From the data farnished to the Committee it is sen tbat tile 
ChaJrman .... Memben of the OFB (wbiell is located at Caleatta) haTe to 
frequeatly shuttle between Calcutta and Delhi to eonfer and eoordinate with 
·dIe Mialstry of DefelICe ad ~ Headqarten which are Idte4 ill 
»eI1d. Daria& the bast 3 yean tile Chairman, OFB .... to "* DeIIIi 5. 
days Jk'r year on aD ayerage. Visits by odIer Members r' pj Mtweea 15 
to 13 days ia a year. The COtIIII1ittee feel that this al'l'Upl8ftt Is .. 
OIIIy time eoasumilll ... costly hat • detracts Cbainaaa ... Me. Ittll of 
the on frOID payiDl dOle atteation to 6e opentioeal ...... _ el die 
Factories. The Co .... ittee, therefore, see a distiDct ad .............. ·• 
Headqurten of OFB te Delhi ad would Uke Govenmeat to ' ........ tile 
matter ia all its upectI witholit .... Y. 

D. DeIeptioa of Powen 

1.21. As regards delegation of powers with a view to improving the 
functioning of the Ordnance Factories Organisation, t¥ Ministry of 
Defence have intimated that :-

(i) powers of the Ordnance Factories Board have been deleptcd to 
the G.Ms. and down the line up to the level of Dy. Ma&qers, 
with a view to expediting the procurement of materials etc. in 
the Ordnance Factories. 

(ii) the powers of the Ordnance Factory Board and dlc G.M.s 
alreadydelegatedt have been enhanced suitably to meet the 
production requirements. For example, the powers of the 
Ordnance Factory Board to procure material/components by 
making spot payments in the interest of production have been 
,enhanced. 

Oil) the project proposals and other improvement proposals recie'Y. 
from the Ordnance Factories are dilcusscd in 4e&ail at tae 
meeting of RiCh Level Committee and 4ecisioas ate taken 
expeditiou~ly. 

1.22. The main weaknesses that were diagnosed by the Hiah Powered 
Committee in the th~n existina Organisation were a lack of we1J deftned 
cans of accountability at various levels, and clear distinction between 
bDe and ttatf functions. Tm Rajadhyaksha Committee had SlJlFsmi 
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that additionai powers be given toI>GOF, hoping that further ~ditionat 
powers might improve the efficiency of the organisation. ' 

1':23. Aretircd Director Ordnance Services $~ted during evidence that 
although Director General, Ordnance Factories had' been given very wide 
powers, he had' not ful1y exercised them. Although additional powers had 
been given to hi~ &$. recommeaded by Rajadbyaksba Com~ittce no 
impact was Q,oticed to h~ve been achieved. The witness a~ded ~-.. 

• "In faet I find there was'DO· impro'Vement. I say improvement with 
; fell respouibility in: perform&1\ceand· supply of weapons. 

afOl'mmitionand spares to the Aimy~'" . 
. , 

1.24J·; theiSecnftary explained daat . tb~ Department of Defence 
Production, ... responsible to the· Minister Of DefoRce and to the Setvice 
Chief8;(.:. "petr.rmancc of' the "ordnaoce factories. The· Chairman 
m the;OPB "was responsible to ·him and in tum, the members of 
tbe Board. were responsible to the Cbail'martin each area,. in each group 
of factories allotted to the Member. Thus, accountability had been 
established down the line so diat nobody could give the excuse "1 could 
not do ~L·· 
~ .. 

i .25. The witness added that down the line, the power structure had 
been totally recast in March, 1979 along with the reorganisation.· Mter 
tbalt there had been a review to see whether tI1ere was any impediment in 
tho elerqse of(those powers. This was done in Septembtr 1979. and some 
modikatiolls ·weremadc. Apn wheaever cases came to the High Level 
Committee and it was felt that an individual case need not come to the 
Government at all, power was added on to the delegation of powers to 
the Boarc1 on caie to ease basis. He informed the Committee that this had 
happened extensively in the last six months~infebruaryt one series and 
again in APril 1982. This, he stated. was a continuiq process. 

J .26. The Secretary was frank enough to admit that one impediment 
the: Ordnance Factories Board suffered today was in the areas who"; 
maners : or . aoverament .policy wore conceraed lite rresh recruitment or 
iaoenti\tc IC1temts or bond. and thinpof that kind whida required ",ordi .. 
uation \titb seferalMinistries. These were the ateas whicll tool time. 

, ,':;.27. A$kcd if the Hjab Level Commiuoo bad boon meotina reauJarJy. t" WU~ revealed lhat the Hip Level Commitr.eo had Bot been' nwoting 
, very. reptady earlier. but in the last 14 Dr 1 S months mceli.,.were boiaa 
~ ... at ,loa. onc:e a month .•• ···Siaco tbo "iDa up of CIa. Hip. Le\lel 
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Commihee. it had received 362 proposals up to August 1982, for which 
the data had been compiled, and 316 cases had been cleared and approved. 

1.28. Attention of the Secretary, Defence Production was drawn 
specificaily to the following statement in a non-official memorandum :-

"It has made no improvement in the supply of weapons, ammuni-
tion and spares to the Army nor did such conferment of the 
powers to the Members of the Board help in improving the 
efficiency of the Board." 

To this, the Secretary's reaction was :-

"Powers are to purchase; powers are to procure and powers are to 
buy. These things will not be reflected in production improve-
ment within the same year or within the same month. I am 
also unable to accept the fact that there has been no improve-
ment in the production performances. Figures will speak for 
themselves. You will see that there is increase in production 
with more or less the frozen manpower. I think it is a tribute 
to the ordnance factories that they have done extremely well." 

1.29. ID piII'SWIIICe of a rec:oameadatioa by tbe Rajadhyakasb-Committee 
,owen of tbe Director Geaenl, OnIauce Fadories were enbanced. A view 
tau beea expre.ed that this tIIIaaaceJDeat of power bas bad no impact on the 
workiq of tile ....... 1ICe fadories. Sea-etary I Defeace Production, bOll'ever, 
ltatecl tbar tlley ad tleleaated powen at all levels to easure accoUDtabiJity 
down the liDe. He fld'tller stated that ia March. 1979, the power structure 
was -totally recast' ... tbat tbe lie" structure wa. again reviewed ia 
September, 1979 to lee whether there was 1lIIY impediJDellt in the exercise of 
p.n ... ~rs. He assared the C08lIDittee that the powers are enhanced from time 
to time on "case to case basis" putkularly doring the period February-
AprU, 1981. TIle Co .. ittee stress that the question of adequate delegation 
of powen should be kept UDder coastant reviell' to ensure operational 
emdeacy at all levels. 

E ....... &timatel 
1.lt>. The 8udaet Estimates and the actual elpenditure on jOrdnan~ 

Factorios' duriq the last 4 yean (1978-79 to 1981-82) was as under;-

Budaet £,timatet 
Revi,ed Estimates 
A~ual Expenditure 
Variation between 
RE lAd AmIaJt 

(Rs. in crores) 
(19'8-79 1979-80 1980-8/ 1981-8: 

436.45 424.63 458.90 555.22 
414.42 411.14 ~46.23 682,34 
448.59 517.72 614.47 724.74 

( ~. )34.17 (-t )40.58 (-r )68.24 ( -+- )42.40 



1.31. It will be seen that ExCess' E*riditu're' oVer·revised-esthitatd 
during 1978-79, 1979-80, 1980-81 and 1981'-82 'was' Rs. 34. t 7 crores, RI. 
40.58 crores, Rs. 68.24 crores and Rs. 40.00 crares respectively. 

t .32. Asked jf this did not indicate' that there was something wrong in 
the budgeting process, the Secretary, Defence Production explained 
dwrinl evidence : 

"I would submit that the major factors which are responsible 
for this state of affairs, are· by no means creditable, from the 
point of view of healthy bU~.8eting. But, it seems inevitable 
in the context of the fact, which. is evidenced from data sub-
mitted earlier. that the ordnance factories have gone throuJh a . . 
very high rate of growth in Jast 4-5 years, because we are attem-
pting to do much more than what is possible, We do have 
slippages here and there but, by.and large, the actual value of 
production has been substantialLy· more . than what was pro-
jected at the commencement· of tbe year.":. 

1.33. Explaining the factors whicb:inhibit . realistic forecasting of 
cspenditure, the witness said : - . .f • • ..• 

'>.~ . ", , t. ;.:'t . ~ t. ~" 

. . 
"We have readily available figures o{" f~~ 1~8~ on what ~ebad 

projected at the time when the budg~t \VaS, frarJiFd·Oui' assum: 
ption was that the total produciion WQ~icJ', be.' Rs: 760 crore.~· 
In fact, at the end of the year, tbc'value or p.r~uction amo9~: 
to Rs. 789 crorcs, an improvement on' tJu; p'rojected production 
by Rs. 29 crores we ended with budget excess of Rs. 40 crofes.'n~ . ., .. 

"The other (factor) is the unprecedented '-eScilfation 'in the cost or 
material for the last 4-5 years,both6n 'capItal and revenue ~ 
account. A part of it is against orders placed rn 1hat year and .~ 
a large part agaiDSt onieflplaced dn the previous year. 
In the case of some orders. which are subject to escalation,' 

~ - ",t&,... .-. 
the element is determined only at "tht'time,'or ~efiYery. 11Ierd"ore. 

j, ., '. • __ t . • 

it is very difficult to anticipafe' what' fs" tire ~'1iabi1lty on: 
account of escalation. The third factor, which I can plead beyond 
my control, but GOYerJ'lnlCtlt cannot plead beyond its control. 
is the cut back as we made. projections of the requirement oC 
the year. Last year we had a cut back of Rs. 100 ,crores. whi~~ t 
was to some extent ~ct rjght at the time of the revised estimate. 
We arc not in the same situation; if there is "aM ~k Oft,." 

meterial side, I cannot !ay that my supplies fb'ttle·4tf..,. 
would be affected thereby. There as no dir~ ~ .1; 



cash outgo with proQuctlon: J can cut back next year;, 
production. So far as: defence production is concerned. it is 
part of the army -budget; so, funds would be found from othet 
areas and theoveratl defence budget would not be affected. But~ 
broadly~peaking, from the view point of. the management of the 
ordnance factories, these are the factors \vhich arc inhibiting 
more accurate budgeting of raw meterials." 

1'.34. The Chairman. Ordnance Factory Board observed in this connec-
tion as follow : --

... agree with what Secretary, Defence Production has said. The 
Budget excesses in the ca,e of Ordnance Factories were mainly 
on account of these two reasons. t' 

The Secretary explained further-

"One other major factor I would like to explain is that it is not 
merely a function of ways and means forecasting for the year, 
but the fact is that very large portion of our operation is 
through 4lgencies for whith adjustments are made through book 
debits. We have seen that very large amounts are adjusted 
after the dose of the year. It is partly proc .. dural." 

Explaining the remedies contemplated in this r~gard, the witnes~ said: 

"Now what we are trying to do from this year is to arrivt: at some 
kind of an understanding with the Ministry of Defence that 
there should be no cut-back in the ordnance factories budget 
without havlng a look at the production commitment .... Now, we 
expect a better understanding established at the time the bun gets 
arc approved, i.e. they should bt: in full consultation \\ith us. 

The !econd is that on these agencies from whom \\ e receive book 
debits we keep a very close watch so that the maximum 
amounts are brouabt in at the end of the year. that is. 
March-April, and there should be very few adjustment there-
after ...... and we do hope that in the nl' xt tW(1 ~ cars \\ c will be 
able to see much improvement." 

t.H. the C_ iii_ IIId that duriDl the last .. yrnrs actual exdendi-
t ... f Or t n ·>eFKlories l\1Ii iD UttSS of Cl'en the reli~ed budget ('sri-
--. .. the utnal of lb 34.17 crures in 1978-79. Rs 40.58 crores ia 



197t-80, Rs 68.~ awes ill 1910-81 ... as G.. crores ia 1981-82. . ~ 

,.AceonIiq to tile Secretary, Defeace ~ ..... , exeeIS ellfeMI-
tee OYer the revised esd •• tes each. year ..... tile last .. yean .... aot 
speak of "healthy budptiq". He, lleWeftl', esplalaedthat the mala 
factors which bad resulted ia excess e~Nre daria&.tbese years were 
higher prociuctiOD comlDitaaeat .ad ~. eseaIatioa ia c.t 01 meterials 
etc. The Chairman. OFB ...... < dtariag nid •• ce tIIat dIeIe fadors were well 
willMn the real.. of heiag fore.eII ... forecast. TIle CODlI.haee-.est 
tllat the systelll of estimates of ex,e..m.re .... be mea.h_ nrty. 

• ~ < 
'. .. .. 



CHAPTERn 

PLANNING AND PRODUCTION 

A. PenpeetiTe PlHDiag 

2.1. Based on the dynamics of geo-political and geo-strategic· environ-
ment the Army continued its modernisation schemes and equipment induc-
tion progranies which are incorporated in its 5 years plan and annual p'ans. 
The plan envisaces substantial increases in the mechanisation, fire power. 
cross country mobility and night fighting capability. Accordingly the 
Army has to be progressively re-equippcd with modern weapons and 
equipment. In line with the basic objective of self-reliance and self-suffici-
ency, modernisation is to a large extent being achieved by the develop-
ment and manufacture of indigenous equipment in the Ordnance 
Factories. Not only has there been a steady growth in the quantum and 
value of production in the Ordnance Factories, several new itemi have 
aIIo been productioniled over the yean. 

2.2. The Services normally raise indents on Ordnance Factory Board 
4 years in advance. This lead-time is required for production on planning 
procurement of matcriala and establishing the peoduction processes. 
Taking into consideration the yearly requirements of the services, the 
capacities available vis-a-vis the product mix, the annual targets for all 
important items are fixed in a joint meeting taken by the Department of 
Defence Production with the OF Board and the service Headquarters. 
The pro,rames for the subsequent three years are also fixed! modified at 
the same time. 

2.3. In a memorandum furnished to the Committee a non-official has 
atated that "central problem for defence production is the weakness 
in our 4efence equipment planning. At present there is a system of five 
yean plannina but this is largely a financial plan, supplemented by 
plannin, of forces and their equipment needs. What is lackina is 
,the technolOl)' plannina. Each equipment is selected by a particular 
IOrvice chief-no doubt on the basis of the advice of his staff--
and recommended for adoption by Government. Thereafter the 
1i~so to produce the equipment is negotiated with a foreign timl 
and production line is sough~ to be established in our defence production 
establiamcnt. When the service C,uefs look for equipment the tendency 
is to choose an equipment which is well established, has proved itself 
and has been- chosen by a number of other countries. By the time 
,~be choi~ it JD~' the equipment has perhaps been in service for 2-3 )'ear~. 

l~ 
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Jly the time we negotiatl! the license and produce the equipment in our 
country the equipment will hi! 7-8 years old. In other words as w\! start 
the equipment production it has boon: its obsolence. Since any modem 
equipment has a life cycle of about 20 years when we introduce the 
aquipment 7-8 years after its introduction in the advance industrial 
countries we shall surely face~ tile Pf:OSpect tliat.aftcr 12 years the equip-
ment will become obsolete with reference to the new Fncration equip. 
ment which will have been introduced in the advanci:d industrial count· 
ries. Secondly for various reasons our production process is less dian 
opttmally efficient. Because of that tbDre is' always pressure from-tho 
services to make good the dificiencies by imports froOl the coUlltr1 of 
origin of the equipment." 

2.4. It has been pointed out iathe Menwrandumto the COllUBtu. 
that :-

(a) the Services are reluctant to carry out such Iona range forward 
planning which will make choice of equipcmcDt and techDob 
gies Jess personalised and more ittstiuRloaaliaed. Partly tIiiI 
may be because some service chief - not all-would lik.e to keep 
the power of making recommendations.. on equipment as aD 
ad hoc one in their own hands. At the same timo .ucb 
ad hoclJt decision making also subjectS them to various kinds of 
pressures from \'arious arms manufacturers aJld their aaociata 
and beneficiaries within the country. The Jonl range plannjDl 
process would necessitates to services to keep in close touch with 
all current weapon developments abroad and also the impact' <of 
technology on future weapon developments. In tum this will 
involve a greater participation in production OTaanisation and 
R&D organisation in equipment choice aad plauiaa. 

(b) at present the Services do not have such iMtitutioaalisedloDl 
range planning process. Individual choices are made as aacl 
when a new equipment has appeared in the world maltet. 
I nevitably in such choices it is arped-with no doubt a ... of 
justi6cation- that the user should be the ultimate decision ma"" 
But the user oriented decision makina iaovitably rends to ... 
for new equipment to be developed and ellabliabed IOtbat 
thereafter the user can make a choiet on the basi. or alterDadwc 
systems available. This decision makiq cuJhUe mak .. it iatW-
table for the country to continue with lieerated prodtaioD of 
equipment with a few yean 0( built-in obIGII.ceDC(O. 

(e) There have been occasions-on wbich tlto Servicet baveohaftlld 
there minds and reduced orden. Thi~ bappeu ,*-vw daf 



M.in.istry oF.'Oefence a.nd Fi_Dce (Dtf~) only exercise mecham-
. cal . expenditur.e "contro) and do not go into the question of how 
10ft! a particularcquipment now betng introduced will be in 
service; on: the basrs, of changes in technology. This is because 
no attemptl bat eVer been made to train people in the Ministries 
cr the SerViCes to carry out a total system anaJ) sis of a 
proposal. . 

2.S. It has been suggested that the total requilerr.{nts should be placed 
as an initial order on the 9rdnance Factories subject to yearly reivew and 
the factorks should have the full autonomy to place orders for meteriaJ 

.and sub-systems in the m,ost economical way up to 80 per cent of tho 
the total order. 

2.6. On the question of choice making process in selection of equi-
pmcRts.the Secretary, Defence Produclion stated during evidence : 

"It is a highly simplistic presentation in the non-ofticial mamoTU-
dum that by the time the choice is made, the equipment is in 
se.rvicc for two or wee years ..... .It is not the case. The equip-
ment may be 20 years in service before a choice is made or the 
equipment may not be in service at all before the choice is 
made. We have illustrations of all kinds. It may be under-
loiDg trial in a foreign country. But if we feel that this is the 
thing we need, we will go in for it and negotiate ...... In any 
event, there wpuld be. a time lag. An that I am trying is that 
it is not two yea". old when it is taker. and it is not eight yean 
old wh~n it is produced. It may be even 20 years old when it 
is taken and it may be 25 yeays old when it is produced. But 
the decisions arc not made on this basis. I will give an example, 
the last item the ordnance factories have taken for licenaed 
production is a gun. The equipment came into being in the 
mid-sillties. CSMidcration by the Services begun ten yean 
lator, ,that is, in 1974. In 19;6 the docision was taken to 
produce,. and i.,. 1979 the item was in production I havo DO 
doubt, that it wiY/stay for another J 0 or 15 years. The life-
cycles are lOll&- Seven or eight years between ab bUti" 
reserch and development and production is an ideallhat one 
can aim at. Thi.i~ is not the l~ondition only in India, but it 
is so the world over ............. You have to see what is your 
po-political situation. what is the equipment that you havo ,ot, 
how lona.~, w'?'lld be in service, when is the time for phuiq 
it out. and so on. We cannot afford aJl kinds of luxuary ; 
JOmobo4y ,. bts produ,,-ed, somethina new in the world and " .. , 



should have it in our country tho next day. They are an bound 
by lonl-term projections, ponpetive plannina. which they are 
supposed to do. They are also committed. to train their mon in 
the uses of equipment which itself is a complex exorcise. These 
are processes which are planned over a lonl span of time. Evon 
changing uniforms, a very simple operation would take a 
minimum of three years-getting rid of the old uniform-becaulO 
you do not have the production capacity which can produce 
nine lakhs at one time". 

The witness added, however, : 

" ............ But I think this would need to be deliberated with other 
organisations of the Ministry of Defence because we are, as I 
said, at the receiving end of both planning process as well as 
selection of equipment. We JOt into tho picture for producin. 
and we have very little say in the metter of wlaat alIall be decided 
upon for induction and what should be the time·frame for 
that". 

The Secretary t Defence Production further dated during evidonce :-

"There is a considerable amount of thinkinl on this. There i. 
need for perspective planning. But a view il often expressed tbat 
the changes take place so suddenly that J ().year plannin, is Dot 
of consequence. But in every civilized couRtey, there is I()..year. 
IS-year perspective planning. But the plan can be cbanJCd if 
there is a changed situation. On this, we arc in fuji qreement 
with you. There is a need for 10-1 S year penpcdive piannin,. 
There is a need for greater co-ordination of the service planninl 
with the production planning. We are womn, toward$ JO-year 
planning". 

2.7. The Committee desired to know that period which planninl 
in advanee countries covered. In reply, the Secretary dated that in Britain 
tbe Defence Ministry was now reported to be firm on 10 year plan. 
They bad a system of sub-Committee which bad been dccidina the inter u 
priority and the requirements of the country with a perspective of 10 yean. 

2.8. The representative of Department of Defence Production stated at 
follow:-

"We accept the 5uBlcstions made in the memorandum. We were 
working on lo.year plan. There are various leeton which we 
~nsider at the moment alld 011 that baait we wm prepar, a lon, 
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term plan, which will be discuased at various levels. It bad 
already been discussed at the highest levels with the Defeoce 
Services Organisations. They have their own planninBaot ~p 
or cell which will monitor and prepare a long term plan". 

He informed the Committee that the plan would be ready by 1985. 

2. (). On the question of institutionalising Defence Planning, tho repro-
sentative of the Department of Defence Production observed as follow. : 

. -

"We are also considering this proposal. Tho sUlgcstions of 
a 5ub-Committcc on Plan are also on the same linea". 

2.10. At preseDt the plaaniDg by the Army which incorporate. ... .... 
.. don !Chemes as also we.poII indUctiOD programme cover a time ..... of 1ft 
jean. On the basis of this the services raise indents on OnIaaaee Factory 
Bo.rd 4 yean in ad,ance. Secretary, Defence Prodactioa agreed-' tllat 
"there is a need for 10-1~ yean pcnpective plaaniag" and also "fOl',peater 
coordination of the Senice planniDl with produetiOD pl •• ,.... TIle 
Committee desire that the!e views IbouId be civen practical .... pe ....... 
IboaJd be DO delay in evolving a tea-year plan, which has beea take ., 
reeeatly. 

2. t.. It it intperadYe Ior--the lUClCe. ef the Idle .......... ,. .. eI 
modemiutlon aad weap~ lDduetioa and their prodadioailatloa tltat CIIeIe 
are coaeei,ed, formulat d and monitored by u Apex Body eonsisti. of 
experienced .... Do"le :!geable 5enice o8lcen, Seieotists, Roc''':en .... 
tbMe who are well versed in defence prodadiOD aucI pla-iag proce... TIle 
Committee recommcnl that Government may gi,e a serious thoapt te ... 
lettits op of Iueb.. Appex Body at the earliest. 

B. Aehlnemeat of T ..... or Produedoa 

2.12. The year-wise growth in thovaIue of production siace 1977.,. 
for tho Ordnance Factories as a wholo is given below :-

(lb. ill "..) 
Year Grosl Net - -1977-78 S4S 411 

1978-79 SS6 426 
1979-80 600 443 
1980-81 67~ 'IS 
1981-82 788 '94 .. 



2.13. Tho Committee wanted to know u to what percentasc of tarpta 
or production were achieved each year by the Ordnance Factories. In reply. 
Departmmt of Defence Production, furnislxd the following details :-

-

Preentage of Ihe tOlal 
"lIInber of items 

J919-80 1980-81 198/-81 

100% or over 77.0 79.0 84.0 

70-100% , 10.5 10.0 9.0 
BeloW 70% 12.5 11.0 7.0 

2.14. A Qtement showin, the Product Oroup-wise ~hievements of 
anian.) tuFts of production in Ordnance Factories during each of the 
last 'S yean is Jlven below :-

Group % of Ilnns where agreed target achieved 

1977-78 1978-79 1979-80 1980-81 1981-81 

Ammunition 60% 63% 45.83% 59.60% 63.26% 

Weapons 93.JaOIo 95% 50% 80.95% 92.50% 

'B· Vehicles 100% 33.33% 66.66% 66.66% 

2.1S. Asked wby it bad not been possible to achieve the yearly produc-
tioD'tarpts in full. the Ministry or Defence Production intimated in a 
note that the aeneral reasons ror 81ippaaes in production were mainly .. 
• Ir:-

_ ",1. DeJay in material, supply due to Industrial unrest in variOUl-
patti at various times in tile Civil Sector. 

2. PowerJnterrupuon and power cut. 

3. Water.abortaae in some Iocationa. 
4. Pr09Urement problenas tbrOUfh DOISM, LoDd~ 

• .A 
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2.16. The Ministry has atated that the corrective measures bcina 
implemented by the Ordnance Factories Board are ;- --- j' 

(0) Augmentation of capacity within OGs ; 

(b) Developing more sources fro111 trade; and 
(c) Placement of oontracts on more than one party for the same 

item of a higber reliability in uninterrupted supply. 

2.17. Doring the period 1977-78 to 1981-82 percentage of ite .. wIIa'e 
OrdDance Factories were able to adlieve agreed targets of proIaetioII of 
weapons was more tha.80 ia aU tile years except in 1979-80 "bell dae 
perceDtage.fen to SO OBIy. The Committee are, however, perturbed to W 
that duriDl this period. the perceatqe of acbievemeat of targets ia resped 
01 'AlIIIII8Ditioa' ranged betweea ..s.1l and 60 and betweea 33.33 ... M." 
(except ia 1977-78 "hea it was 100) iD respect of 'B' Vebides. s.da 
serious shortfaUs should DOt persist. Aecording to the MiDistry of Defellee 
slippages iD adlievemeot of targets of procluction were due to dealy in .... , 
of material by die Civil Sector, power iaterruptioDs aDd cuts. water sIaortqe 
Ia !OllIe localities and procuremeat problems tlloogb DGISM, .LoadoL 
Corrective steps like ....... tatioa of capacity in the Onlauce Factories. 
deyeloping more soarces from trUe ... placeIneat of coatracts OR more ..... 
one party are beiag implemeated. The ColDIDittee recoDUDelld that a watda 
OR etlkacy of these measures may be kept ad if at • stage it 1IerG.e. 
evhleat that slippaaes are traceable to faulty pla.iaa "'/or las ~ 
coatrol, corrective steps 5IIoald be lakea "itboat delay. 

C. Capadty Utilisation 

2.18. It has been stated in a note to the Committee that Ordnance 
Factories function more or less as captive production units of the Defeace 
Services. The structure and functioning of their production systoms 
represent a cumulative response over the years to the requirenictats 
priorities and poHcies of the 3 Services. The capacities in tho Ordnance 
Factories are created generaUy on the basis of maintenance demands 
(annual training requirements) and the building of the "war wastage reserves" 
in a certain time frame. Thus, in-built reserve capacities are available inthc 
Ordnance Factories during peace time, once war wastage reserves have 
been built up. Ono of the peculiar features of the working of the Ordnance 
Factories is the fluctuation of the workload during war and peace time. Tho 
capacity utilisation al.o fluctuates due to obsolescence of weapons and 
ammunition. dictated by considerations of Defence strategy. and the need 
to induct better and fast changing Defence equipments. 

2.19. The Committee have been informed that the owrall capacity 
~tiJisatioa iq th~ Qr·j~\'lce f'actQries ~s a:rounq 70 to 75%. 1bc Commit~ 



• intormt~ that the capacity utilisation in the Clothin., &plosiv. A 
~micar and optics/instruments and General Stores Group of Factories 
is almost full. 

2.20. However, the capacity utilisation in some of the Factories is 
~ to be below the optimum levels, partly due to war wastage reserves 
havilll been built-up resulting in paucity of demands for products for 
which specialised capacities have been created and partly due to the 
~QQ. periods for some of the new capacities created to reach optimum 
kvda of production. . 

2.21. It has been stated that efforts are being made for diversification 
Or production where possible either by tooling up for production of com-
~~ta required by other Ordnance Factories or to meet civil trade 
.rMDirements. Provision of minimal balanang plant and machinery is also .. where such provision will lead to improve capacity utilisation as well 
• boJp j~ production. 

,~ 2.22. OptiJnum utilisation of capacities is, it is stated, paramount 
-~bjeCtiv¢. It has been claimed, in a note, that this aspect is constantly kept 
'ip vieW while planning the activities in the Ordnance Factories Organisa-
tion and lbat capacity utilisation is reviewed periodically in the meetings 
of Ordnance Factory Board and High Level Committee. 

2'23. The Committee enquired if the installed capacities had been 
worked out on the basis of one, two or three shifts. In reply, the 
Secretary explained during evidence that the capacities initially had bcon 
based on two shifts of J 0 houn each. The concept at that time was that 
tiler mould run two 10 bour shifts but almost aU units were operated on 
twolbifta of 8 hours plus one hour of overtime which was conventional. 
Ia.certain aroaa the third shift was also necessary. But it is a very marsinaJ ~ 

dIIrd shift. 

2·2,.4. The Committee enquired as to what was the optimum level 01 
.utiliutioD laid down for factories and how many were wortiq accordiD, 
to--daeIe norm •. The witnee. stated :-

"It is very difficult to lay down any optimum level of utiliation. Our 
objective is to ute at 100% and we keep tryilll to achieve that .~ 
end. Sometimes the demand jolt disappears .uddonly and the 
services switch on to something new. It takes time to break in 
produdion but by and lar. it i. beiD, taken care of. 70-75% 
for 31 factories tatea toaether i, creditable; many companies 
ia. tho public lCCtor lake pride in the fact that their capacity 
.. I_lion is 7'%. 
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2.25. The Committee have been informed in a subsequent- note that: in 
some Factories, the capacity utilisation is below the optimum -levels, pard; 
due to lack of demand from the Services. All the Factories have minimum 
of one shift workload and the utilisation of the work force employed in 
the Factories is nearly 100% . In order to improve the utilisation of 
capacities, especially in the fillilll Factories of Chanda, Ordnance Factory 
Khamaria and Ammunition Factory Kirkee, the position regardina 
supplies of hardware from sister Factories or trade is beinl monitomd 
closely. A number of projects for replacement and modernisation of Shell 
Forgings and Brass melting/Strip makin, capacities have been sanctioned 
recently to increase the supplies of Forgings/hardware. -Production of new 
family of small arms and diversification of the product mix are also beinl 
taken up. 

COlUtrtJlnls 0'; Ozpacity UIiIUatltl,. 

(i) Pow~r ShorttJge 

2.26. One of the constraints on optimum utilisation or capacity is, the 
power sbortase. It has been stated that the frequent power intemlptions 
aDd load-sheddings, paralyses the production activities in the Ordnancc' 
Factories. Power shortage being experienced by ordnance factories ia of--
two kinds-one is the power cuts imposed by the State Governments and 
the other i~ in the nature of trippings/load-sheddings. As an instance -of 
power cuts, it has been mentioned that in Ordnance Factory KatDi,-
against a requirement of 5 MWt only 1 MW had been sanctioned. 
Power sheddiq affects the production activities in two waya-. 
one direct and other indirect. In direct effect, power CUD aa4 -
frequent trippings load to loss of man-hours. The loss of man-hours is 
much more than the period of power cut/shedding, bealuse after each 
tripping/sheddinl for which no advance notice is given, the tools bavcto-
be reset before recommencing production. Such unscheduled trippings-
ba~ also led to breakage of toolings in certain cases and damaae to the 
liniq of melting furnaces. 

2.21. The Committee wanted to know why Ordnance had not thought 
6f goinj in rorcaptive pOwer generation. In reply, the Ministry of 
Defence have intimated that the question of Ordnance Factories havina 
their own captive power units was considered, but it did not appear to be 
a practicable proposition as besides large capital outlays involved in 
setting up such captive units, the problems regarding sbortage _ of coal/ 
diesel would plague these units also. However, it has been decided to put 
up a captive power plant at Grey Iron Foundry, Jabalpur which win not 
only feed the Grey Iron Foundry. but also Vehicle Factory, JabaJpur 
durillJ the period. of power euts/trippiqa. 



2.21. The Committco asked if the problem of power supply bein, raced by Ordnance Factories in the country was taken up with the . State 
Governments at any time and if so, what was the outcome. In reply, 
Ministry of Defence stated, in a Note, that the matter regarding un-
interrupted power supply to ordnance factories was taken up with the 
respective State Governments by the Ministry of Defence/Ordnance 
Factory Board for according higher priority to these units. This had 
resulted in an improvement in the situation. 

(i/) Shortage of Supplies by Civil Trade 

2.29. The civil trade firms are not able to supply adequate quantities 
of components etc. due to power cuts/shortages. The civil trade firms are 
stated to have brought to the notice of the Ministry time and alain that 
their production is low due to power shortage and ~ts. 

(Ui) Procure~t of Stores through DGISM London 

2.30 The Ministry have stated that one of the reasons for slippages in 
production of Ordnance Factories is "procurement problems through 
DGISM, London". DGISM is the source of procurement from European 
bued comp&Dies. 

2.31. Director, General, India Supply Mission in London is part of the 
Iadian High Commission, London. At one time it used to be under the 
Department of Supply (OGS & D). Some years ago the administrative 
CGDtrol of the organisation of ISM was transferred to the Ministry of 
External Affain. 

2.32. The val~ of orden placed by ~ Ordnance Factory Board Oil 
OOISM, London durin, the last four yean is indicated below :-

Yeor 
7 -

19~·80 

198().81 
1981-12 

1981 .. 13 

• 

, 
(Rs. il1 crotes) 

Vaiue of Order! 
» • 

57 
63 
78 
80 (estimated) 
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2.33. According to a review made by the Ordnance PaetOrJ Board 

about the position of coverage of indents by contracts by IS~ London 
during the period January, 1979 to September, 1932 is as undir :-' 

No. of indents No. of items No. of indents No. of ilfdents No. of itemJ 
placed corered not cO"Itredl yet to be 

partly co,ered coyered 

800 8223 602 198 1989 

2.34. It will be seen from tho above that 25% of the itema ant yet to M 
covered and these include indents placed as far back asl 978. Of these 
indents, about 60% -65% items are spares for which proprietary article 
certificates have been issued for procurement throup manufacturer. 
directly. The main reasons for delay in the conclusion of COIItracII by ISM 
London are stated to be inadequate technical support, unc:ler-staf6n. 
etc. 

2.35. The Committee were informed durin, evidence· that from' a 
detailed review of the ISM it was found that procedure involved in' pro. 
curomcnt though ISM London was cumbersome because foreip exchi. 
reIOurces had to be obtained before placing any order. This procesa of 
procurement was said to be taking as many as 6-12 months aod this 
was despite the DGISM having a computerised system. The Secretary. 
Derence Production however, was of the view that the functional control 
or this office should be with Defence. He indicated that meaawJaile the 
thinkinl was that orders through ISM London should be minimiled. 

2.36. Department of Defence Prod uction have, in a subsequent note, 
intimated that Government is separately looking into the func:tionina of 
ISM London. with a view to improvinl its ctliciency and the (oUowiq 
sugestiOftl in this regard are under consideration :-

(a) ldentirying the work that conld be transferred (rom ISM London 
to be handled in India. 

(b) Support faeilites and procedural chanaes that. would be 
ftecelsary to enable the work beiDa perCormcd in India. 

(e) The dele.ation or POweQ to the user organisatiou for 
placilll indentl directly and for makillJ paymenu without 
deIa),. 



(4). !'he ..... , pattern keepinJ in view the funenonin. to be per-
formed uDder tho prOposed new arraqementl. . -

<e) Tranafer of functional control of ISM London to tho.. Ministry 
of DeC.ee. which i. the main user of ISM London. 

D. Esporta 01 0. ".ce ltemi 

2.31. It haI_ ~ stated in a memorandum fumitbed by a non-official 
that : 

.~ am not in favour of manufacturina civil requirements in Ordnance 
Pactories as I feel if we were to adopt a rational and commercial 
appreadl within limits of our official Foreilll Policy. there 
W01IId be considerable scope for export of arms and ammunition 
bJ ~ Ordnance Factories and in filet it could be made con-
ditional.that a particular plant may be imported promed we 
.eveatualIy export and earn bac* tile romp exchanae spent on 
if'. 

2.31. The Committee enquired if possibilities of export of our products 
1114 ,.. e&p1ered aDd if 10, with what SUCtCII and whether it Wal 
PI..,. or desirable to do 10. T'he Secmary, Defenc:e Production .,..: 

.,.. im,om of plants or ordnance factories are such thatt I -do not 
«biat, we can tie them up with export". 

tie -'dId bowe¥ei, that : 

"Bat exports are looked upon separateJy where the DGOF produc-
tiGn facilities have the capability and have a market in the 
world. Many oC tho Soutb·East Asian COButries, Africaa 
eoatmtr1er, dewlopiDl and under-c:leveloped countries, are 
operatin. with the same or older ,eneration vintap equipment 
that we make or have. Even usumiDa that we would not be 
aWe to lJart with our lateSt tec:hooJoay equipment, there i. a 
martet. But the point is that the first charge on ordnance 
factories i. to lupply the army'. roquiremcut. and not divert 
an)' part of their C&p&clty for e~portl. Roccntly. an attempt hal 
been made to use up the unutilised capacity. In four or five 

~ ,.,. we have surplua capacity available today. for example. 
~ .arm... Subject to its . beiDi in line with IOvemment 
policy, effort i, heiDI made to use up the available apacity for 
aport. While lettiq up capacity for nports bas Dot been 



leeepted by OOftmmeDt u a policy, using tbe potential and 
available capacity of defence production for exports is accept-
able to Government. So in tba t area we have recently started 
exploring the possibility of developing the export trade and also 
sometimes in conjunction wt!h trade for making components-
not total assemblies - if there is an C1port market for certain 
products which are of interest to other countries and they are 
willing to buy them. to 

2.39. Asked if we were in a position to export any items of our 
ordnance factories to some developed countries, the Secretary, Defence 
Production stated :-

Uln the public sector under the Defence Ministry where there is a 
large levera.. and flexibility, because their capacity is not 
entirely captive to one user, they are able to make a dent in the 
export market. In fact, the entire development cost can get 
paid by one package of export in certain cases in sophisticated 
areas of electronics equipment. So, it is possible. The technology 
that we have today is current in many developed countries. It is 
from the devolopecl couatries that we have got some of the 
techaoloJies. The potential is there. But the decision has to be 
taken on investments to augment our capacity to meet the 
army's requirements plus exports. It cannot be for one or two 
yean. It has to be continued and sustained. We are, however, 
very conacioualy looking at the poaibility of using any surplus 
capacity available in the OrdDance Factories for the export 
market, preferably.in neipbouriaa countries whose needs fit in 
with what we make," 

2 . ..0. The Orda ..... Faderles '-ell. as taptift nits of tbe DeI~ 
S. Ilcea. M .... r' of Defeace bft m .. atteatioa of the Coaunittee to the 
fad dlat Ia or_ace 'actoriel "tile capacity atilisation 8uctuates dae to 
.'.d~ .. of ••• _ ... aM 'udtloa, dictated by coMideratioaS of 
"ale .... _, ad tile ... to I •• ct !letter ud fast chugilll._ Defe.:e 
e' ..... t ... Ne,eatlwlrll, die c. .... ttee eanot look with equanimity tIIat 
Oftf an eapacity IItiIisathIa ill onIIIace 'accedes is arouad 70 to 7S per Cella 
_,_ Efta thoIIP O."-=e Federies faactioB as departmental • .-rtakiap; 
..., ..... ssl8he tile d_doII of ca,addes. 

2.~1. Ie tWa eouettM. tile COIIInbttee aote "It. COIICrto that eYeD tJw~ _"te _tor ..... .. .. erial .. to power sbortaaeJ aad tripp.! 



loaclsbeddiag causing DOt oaly breakale. to toollags iD certain eases bat also 
ill loss of manhoan aod failure to adtieve productiQa tar&ets. The COiDDli-
dee urge that this matter should be taken up with the State Govel1Ullellta 
at a higb level for accordiDg priority iD the matter of supply of power to 
OrdDance Factor ies aod Units catering to their requiremeDts. Wherever the 
power shortages ate found to be acute the Departmeat of DefelICe Production 
sbouId not hesitate in setting up captive power plaats fot orclaaaee factories. 

2.42. The Committee find that dunne the period from January, 1979 to 
September, 1982 out of 800 indents placed oa ,DGISM, Loncl911 by Onla-
uce Factories so far, 198 indeats have DOt yet been coyered or havebeea 
partly covered and out of 8223 items iDdent~ it is yet to coyer 1989 items. 
The Talue of order placed by 0nInaace Factories during 1979-80 to 1981-83 
on DGISl\f, London ranged between Rs. 57 crores and Rs. 80 crores. The 
Committee have been informed that GoftnuDent an looki.., iato the 
fUDdioniDg of IS!\l l..omlon. with a rifw to iaaproriq its ~8kieacy. ODe of 
the suggestions being considered ia this connectioD is to traasfer fUIICtioaal 
COIIuol of ISM London to the Ministry of DefelIce. The Committee do DOt 
appreciate the existing positioa wbeftia the Miaistry of Exteraal Main 
bas control over the ISM, Loadon wIIidI is mosdy ateriBa to the Deeds of 
the Ministry of Defeace. ID their view, it woahl be IDOI'e appropriate to 
traasfe~ control over this orgaailatiOil to MiaiItry of Defeace wbida is tile 
.. in user of tile facility of the orpaisatioa. Tbe CollllDittee would ..... 
_ early decision in this matter. 

2.43. Lack of *mand from the lefYices title to ella ..... pattera of .... 
... or war reRne! baviDg reac:hed a sataratiOil poUtt is ...... the reas-
ellS raspoasible for emeraeace of 5p8ft capacities ....... factories. TIle 
Committee recommend that efform sboalcl be ..... to .tiliwe the IpUe 
eapadties by di.ersi&cation, of prodacts to ;"/~r alia cater for espoIU 
especially to uDder-developed ad deTeIopiac couatries wAtbia tile parameten 
eI oar foreign policies or iakraal dfll market. 

2.44. The Cemmittee ..... tud '-tiler tllat there illCOpe I. ......... 
... of certain items lib those in ~te4 ..... 01 eIectroaia ... 
raUrs. We could look for export ma.rbts for -.cia ...... eta ia "'-.p_ 
eeutries a' the tecbaoJocies ia DIe ia or"wee I..... Ia IIIda areas .. 
1tate4 to be comparable to that in .. in· allele _.trIes .. 1'IIe eo-.ittee 
are of the view tbat we shouW DOt hesitate ia areatilla capacltin ia tbeIe 
areas Dot only for earuiD& foreip exeJwaee but alto to pro,We UI with a 
ClllbiOD to resort to in times of war "Ilea we could diftrt tMae capadtiel ....... -. , 



. . 
E. Cifll Trade 

2.45. The Industrial Policy Resolution of 1956 classifies industries into 
three schedules having regard to the role which the State would play in 
each one of them. Tht Industrial Policy Resolution of ) 956 has reserved 
the future development of arms and ammunition and allied defence 
equipment, aircraft, ship-building, etc. as the exclusive responsibility of the 
State which fan in Schedule 'A' of the Policy Resolution. In accordance 
with this policy resolution, the Ordnance Factories are captive units of the 
Defence Services. AU the critical items are produced in the Ordnance 
Factories and only where there is no capacity established or where the 
capacity is inadequate in Ordnance Factories to meet the varying demand 
of Services the assistance from civil trade is obtained. Normally, any item 
~~ich can be produced in the Ordnance Factories, with the available 
capacity and manpower, is not procured from civil trade. 

2.46. Spare capacities a~d available skills in the Ordnance Factories 
are utilised for manufacture of selected items for other Government 
Departlnents, private civil sector etc. Major items offered for sale to 

• civil sector are spoTting weapons, pistonl/sporting arms/ammunition for 
signals for Railways, mild steel drum and barrels, clothing and leather 
items, acids and chemic:als, industrial grade N.C., ferrous and non-ferrous 
castings forgings and roDed sections. 

• 

2.47. The value of sales made by Ordnance Factories to Civil Sector 
during the period 1977-78 to 1980-81 was 8.5 under :-

S. No. Year 

1. 1977-78 
2. 1971-79 

3. 1979-10 
4. 198041 

. TotDI ,alue of sales to civil sector 
(lb. in crores) 

16.35 
13.89 
14.98 
21.80 

2.48. The Ministry have stated in a note that since the manufacture 
atld marketing or the products (or the civil market has not been one of 
the objectives or Ordnance Factories. there is no specific infrastructure or 
... iaatiOD required for marketm, etc. The Orc1nan~ Factories .havo 



been conceived and set up priman1y (or the purpose or medina the 
requirements of the Defence Services. The sales to aon-I?efence customen 
is .only incidental to the basic role of Ordnance Factories to produce for. 
Defence services. It is not considered desirable to ~k any part of tho 
existing capacity at the expense of aupplitl to Defence Servicos or to 
aute new capacities exclusively for civil market. 

2.49. One of the objectives laid down for Ordnance Factori. reads u 
follows : 

''To maximise utilisation of installed capacity where necessary by 
diversification of production to meet the demands of the civil 
market, and for this purpose build up aD effective marketiq 
organisation t, . 

2.50. The Committee, therefore, asked if aDy marketiDS set up bas been 
established in the Board to maoaqe the sale to cmI ttade. In reply, the 
representative of DGOF stated durinl evideace :-

"'We arc in total agreement that we should have a lood marketina 
set up. I would like to live a little history or this. 

This aspect was gone into by a hip-powerd Committee headed by 
Shri Rajadbyaksha. They said, to beain with, the marketiDa of 
Ordnance Factories products should be done by public sector 
undertakings dealin. with the same area but ultimately the 
Ordnance Factory should develop its own marketiq network 
and, to start this activity, the Ordnance Factories sho1dd create 
a small full-time markotinl cell, and develop a cadre 0( full-time 
marketing officers. We have already set up a civil trade cell at 
the OrdlUlnce Factories Headquarten which is monitorinl the 
civil trade activities. 

We do take note of the point made by the aupst body and We will 
try to improve our inarketinl orpni sati on. noup compared 
to the total production of ordMnc:c factories, an amoUDt or 
Rs. 22 crores may not be a very hip fiauro, it is by itlelf • 
iarae amount." 

2.51. The Secretary, Defence Production Uded : 

"Let me make a confessioa OIl this that we do Dot have a JUt";" 
orpnisation Cor civil trade. 'The DGOF baa ..... accepted 



his role as an operator in the civil market. This issue is .DOW 
more pertinent because we are also hoping to establish at least 
a nucleus for export to balance the idle capacity here and there 
from time to time in certain areas. 

There are two or three main areas of interest to public and to thOlO 
other than the main customers. This is supposed to be a margi-
nal production of no great consequence. Taken together, it may 
be worthwhile-Rs. 22 «ores or 50-but it cannot be at the coat 
of capacity whichc:an be utilised for the Army. Therefore, they 
have not paid much attention to marketing or increasins tIl~ 
quantity or even improvinB the quality". 

2.S2. Asked what profit~as earned by Ordnance Factories on their 
aalel to civil trade m. Ministry stated in a note that :-

"theftgures of ·profit fIIU1lcd OD sales to civil trade are not readily 
available since this figure is not exhibited in the Anaual 
Accounts of the Ordnance Factories. The sale proceeds are 
accounted for apiut aencra1 receipts and recoveries. The 
pricinl policy is however, based on the what the market can 
bear". 

2.S3. A view has been expressed before the Committee that only those 
items be manufactured in tile Ordnance Factories which have no civil 
end-use or which are of high security classifi~on and that as much of 
.ub-contractin8 as possible should be done with civil establishments. It is 
pointed out tbat at present a lot of DGOF capacity is being utilised for 
produaion of items which can be easily procured from trade. A few 
aamplos Jiven are : 

(a) Table Lamp 
(b) Almirah Wood 

(e) Table Po1diq 
(d) .. sin-cam-StaDd 
(e) Teataa-
(f) Coven Waterproof 

Secrewy. Defeaee Production .tated during evidence that the iscms 
.,. GO .doubt miaor but they wore 10 important to army that they 
~e4 OIl. tbcir ~ufacturo by till 0rcInaIICI Factories. 



2.54. The CollllDlttee DOte dlat eYeD .... tile Goftrameat ..... 
accepted tbat ODe of the objectives of tile Onllluee Factory Board is to 
"muimise utilisation of iDstaUed capacity where aeec ••• ry by diversUkadoa 
of production to meet the clemaacls of tie dril market, ad for this .......... 
baUd up aD etreetive marketia& orpaisatt. 9' _ t!IeI'ioas etrort has beea ..... 
to adlieve this eIId. The valae of sales by 0nIII.ac:e Factories to dvU sedor 
lias aGIle up from Rs. 16.35 CI'CJftS ill 1977-78 to Rs.21M awes in 1980-81. 
'I1Iere is scope for iacreasiag tIIiI ,.tIter ... ,.ttbIa It _ commercial .... 
TIle Committee recollUllelld that. mark" 0I'pIIisati0a IIIouId be set up 
5OGD. The Profit or Loss on sales to dTilledor IIIoaId ia future Ite broucht 
eat iD tbe ADaua) Reports. 

2.55. Incident.lly the Conuaittee leel .... , such aaieor items like Table 
LamPSI Wooden AJmirahs, FolUlg T.Wes, etc. pro_* ill the Or ...... 
Fadories for iDtHDaI use coahI easily be ....... froa tile dYil tra*: TIle 
Committee recommead that • re,iew _, ~ co."ded to i*atify items 
which caD be plocured from the Trade'" tile Orhnce Fadories relieYe4 
01 tile respoDSibility 01 ......r._.. ... tlarnlty aUowilll tlaeaa 10 
~te oe major items. 

2.56. The Committee desired to know the value of production of an-
cillary units, ordnance factory-wise during the last 5 years. It has been 
stated by the Ministry that there are a number of ancillary units located 
in and around the ordnance Factories, which supplies variOUI kind of 
materials/components to the Factories. Ordnance Factories take special 
steps to develop ancillary industries. An Ancillary Development Cell 
was set up to develop ancillary industries in and around Jabalpur in J 980. 
An Ancillary Development Advisory Committee bas also been set up at 
JabaJpur with representatives of the Director of IDdustries, Madhya 
Pradesh and the representatives of small scale units. The Ancillary Deve-
lopment. Advisory Committee of Jabalpur decided in December J 980 to 
grant permanent ancillary status to 21 units w.e.f. 1.11.1980, after it wu 
satisfied with the performance of these units. 

2.57. Asked if no other work had been done in this direction, the 
DGOF stated ; 

"We have concentrated on ancillarisation ollly at vehides factory at 
Jabalpur becalile tben we procure loti of itelDl from trade. 
Sir, if we go in for ancillarisation theD we have to CODfirm daat 
we wilJ take SO per ~t of t~ pr04~OIJ every 1eat. N9., 



to confirm this is not possible because the load is fluctuating in 
the armament faCtories. What we have been doing is that we 
have been buying from small scale industries all over India and 
this we have been increasing. Apart from JabaJpur it is not 
possible to have ancillary units. tt 

2.58. It is slIJ'prisiog that DGOF bas no specific programme to develop 
&DeiUary units in aad arouacI ordnance factories. It is only at Jabalpar 
Faetory that some "orkis stateil to have been done. The Committee are of 
the view that Ordnance Factories should concentrate on basic and sophisticat-
ed Items only and have small and SUDdry jobs done through ancillary iIItIa-
tries. After all Ordnance Factories too have social responsibilities to encour-
••• ad develop ucillary iIIdustries ander their umbrella. It is needless to 
pelDt oat that this ,would lie ill keeping witll the Government's general policy 
of eacouraptc the smaI' seale _tor. 

G. Short Supply of AmmuDition and Equip.uent 

2.59. It has been stated in a memorandum that most of the time the 
DOOF is reluctanct to indicate his capacity for production of various 
items on the plea that such capacities are not well-defined. It is, therefore, 
not possible to assess his achievements in relation to the designed capacity. 
In the field of armament and ammunition for which the DGOF is the sole 
producer bis capacity and performance is unmatched with the require-
ments of the army. resulting in tbe Army running short of its normal 
requirements and reserves. There have been serious shortfalls in production 
of certain types of Guns. In the field of vehicles and engines, DGOFs 
performance is' said to be persistently lower than the army requirements. 

2.60. It has been stated in a note by the Department that .. it is not 
correct that most of the time DGOF is reluctant to indicate the 
capacity for production of various items. The 'capacities for production of 
variousimms depend upon a number of factors like, product mix, achiev-
able capacity of :the plant and machinery, available man-power, lead 
time required for procurement of raw materials/components, the order 
book position etc. 'Ibc annual production programes are drawn up in con-
.u1tation with the Army Hqrs. taking into account the above factors. The 
Committee had , pointed out 9 special items in respect of which production 
in the Ordnance Factories was stated to be less than the Army require-
ments. In reply, the Department of Defence Production have indicated 
the actual achievement of production programme fixed in consultation with 
the user.. It has been stated on the basis of these figures that the produc-
tion proarammes for the above items have been gradually increased and t~ 
incroaeed' production tarpts have been met in most casos. 
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2.61. A point was raised durina evidence whether the waets ot pro-

duction in respect of certain type of GUD (where there was a serious short-
falls of 33 pel' cent with rerrence to ori.ina! tarpt) were revised merely 
to cover the likely shortfall in achivements apinat the original targets or 
on account of genuine difficulties such as certain equipment havinl not been 
received major breakdowns etc. The witness stated that in Ordnance 
Factories some major equipment had caused trouble. The problem 
lasted for two to three years. In such cases the assumptions made from 
time to time on the basis of indication Biven by tho manuf~n and 
suppliers and technical people that the equipmont would Jet established 
wore not fulfilled. 

2.62. In the case of another equipment. the SeCJetary Dcfenc:o pr0-
duction admitted that the alippaaes had been mucil mote. This wu 
dependent on an imported component. Achieve_au in this cue wore 
66% against the original taraet and 57% against the revised wact in 
1980-81. In 1981-82 it bad been possible to achieve the revised tarpt. 

2.63. As regards the production of Vehicles in the Ordnance f;&Qtorioi. 
it has been stated that the actual achievable capacity, is much less than 
installed capacity due to following l"OUODI : 

<a) Lower productivity of indi&e1lOUl machinea actually procured ill 
lieu of imported machines provided 18 tbe Detailed ProjDcc 
Report. 

(b) Extra machining time required as compared to the time provi. 
ded in the Project Report due to inferior ~uality of indiscnoUi 
forginp ; castinp etc. 

(c) Changes made in tho produ~ IIIIs. .. ..... items whicb 
were planned to be .boqbt out' ..... accerdiaa to the Pro .... 
Report, are beina lDaIlufactured at V ..... Factory J ..... 
and na-yerla. 

2.64. In reprd to vehicles the Seaetary, Dcf08"C Production stated 
that the targets in respect of production 01 vehidel had been fuUUIed in 
almost all the yean barrio, 197s.-79. In 1980-81 and 1982 the production 
had been increased and tarJdl achieved. So far as the Army requirement 
was concerned the Secretary info~ tbe Copamittee tIaat in May. It80 
in addition to the outstandinp which ""' to be covered over a period of 
f9ur years, a sizeable indent ht4 ~ ~.... 1biI wu ~ond their 
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capacity as they had already reached an optimal level. The witness stated 
that it was not a case of bad planning but a new requirement. According 
to the pro('edure this requirement was to be met in three years lead 
time. 

When asked if Ordnance Factories were the sole supplier of all the 
vehicles from other sources also, the witness stated that these vehicles were 
meant for operational requirements and no other manufacturer would be 
able to meet these requirements. 

2.65. n.e Committee are shocked to obse"e sizeable IbortfaOs ia pro-
duction of certain w(,flpcns and equipments as against the orgiDaI wae" 
wIIidI. Ia a couple of ca~es brought to tIK notice of the Committee, were .. 
-* .. 33 per ceat and 66'per cent. This must bave atrected adTersely the 
........ programmes of our Defence Forces ami consequeady the state of 
OIII'dtfeace preparedness. In the case of vehicles the outsta ........ tile IIeW _ad placed in May 1980 taken together are achaitted to ate "., ... 
dlelr (Ordnance Factory's) capacity", 

\Vith this being the positiou in peace time, the Committee wOlMler bow 
tile Ordn8llce Factories would I.e able to baadIe the war tbDe sitaatiela. wbea 
tile demands 011 them "'oulcl be exacting. The ColIIIDittee regard tIIis as a ftI')' 
IeI'ious matter and woold recommen4 a review by a High Powered Wy of 
the past performance of the Ordnance Factories vis-a-vis the recpdremeats 01 
die DefelICe Forces to determine the factors respoasible for failare .. tile part 
of the Ordnance Factories in meeting fuUy the projected DefelICe ftfJIIire-
meats ad making suggestions to streamliDiDg their fuactioaiug ad ....... , 
cearing them up to meet the Defence needs. The Committee would lite to be 
Wormed of tbe follow up actioa taken iD this repnI widaia six moatIas. 

H. Performaace Audit 

2.66. It has been pointed out in a memorandum given by a Non-
ofticial that if there are slippages on the part of the OGOF in supply of 
any components or ammunition to the Armed Forces, the Department 
enjoys immunity frQm public exposure as hardly anyone outsido, would 
bow that had happened an~ wby it had happened. There was thus no 

.. ~ck ,or perforl1)apcc audit of the working of the Ordnance Factories and 
Ihi5 brou~ht in complacency and a certain amount of i~cien~. 



2.67. Acc::ordin. to the non-oflicial, a suitable procedure mould be 
devised and implemented to improve the accountability of the Depart-
ment. This would mean that there has to be an investigation into the 
causes of each and every slippage, identification of those responsible for 
it, appropriate action against those concerned, and remedial m~sures to 
.aYoid/minimise recurrence of the slippage. 

2.68. The Secretary, Defence Production explained during evidence 
that the various systems throu.h which functioning of OOOf is beina 
monitored arc :-

(I) The performance of the orJnance factories is reviewed by the 
Comptroller General Defence Accounts and the Auditor General 
audits the performance of the ordnance factories regularly. 
InternaUy, we have a very elaborate system. In fact, if I may 
say so, I have not seen such an elaborate system of monitoring 
performance. 

(2) We have a monitorinlsysteQl at the highest level. The Delence 
Minister himself presides over production and supply meetinp 
whicll oover the entire pmut of public sector undertakinp and 
ordnance factories. It is open to three services to raile any 
issue of importance and bring it to the level of the DefCDCt 
Minister. 

(3) Below that, there are any number of .. riDa committees. Every 
major project il monitored by the lteeriD, committee which is 
headed by a very senior oflicer sometimes from the Service 
headquarters and sometimet by myaeif. They are monitored 
once in two or three DlOnthi. Production itlOlf i. monitored 
very cIoIeIy tJVCty mOlltL 

1.". no Secretary, Defooce Production _ted that propoeaIa to 
Itreamlioe budptary controIa ad monitorial of projecU 
esecUled tbrouah the &IIDCY of J!Dpaeer-ip.Qief wen uader 
~DIidoratiOil. 



3S 

2.70. While tile Committee note that the performance of the Onln.~ 
Factories is review~ by the Comptroller General of Defence Accounts. ad 
the Auditor General they would like Ministry of Defence to examine the 
feasibility of introducing the system of comprehensive reviews of performaace 
of tbe Ordnance Factories by an Audit Board associating experts .. is heine 
done in tbe case of selected pab lie _tor ... rtakiop on yearly bait. 



CIIAPTEIl m 
COST CONTROL 

A. Aaalysis of Cost of Prod8ctIo. 

3.1. The Ministry of Defence have furnished the (oJlowing data on 
cost of Production in Ordnance Factories at ament prices durio, each 
of the last 4 yean 1978-82 : 

(ltr. in Crores) 

1978-79 1979-80 198D-81 1981-81 

1. Oross value of SSO.5 600.0 672.0 787.3 
Production 

2. Cost or Direct 378.9 409.9 458.3 541.6 
Material (68.82%) (68.31 %) (68.30%) (68.80%) 

3. Cost or Direct 39.2 41.7 45.2 50.8 
Labour (7.12%) (6.95%) (6.74%) (6.4S'~) 

4. Factory 129.1 144.7 163.3 J89.1 
Overheads (23.45%) (24.12%) (24.34,,> (24.02%) 

5. Administrative 3.3 3.7 4.2 5.8 
Overheads (0.59%) (0.62%) (0.62%) (0.73%) 

w- e- i -
3.2. In the cost accoUDdq pr~ure adopted in Orduance Paetoriee, 

overheads are divided into two partl-Fixed Overheads and VariabJe 
overheads. Variable Overheads vary directly in sympathy with production. 
This clearly repraent the Factory overbeads and no portion or adminia-
trative charaes i. included in tile Variable Overbeada. 

3.3. It has been stated in a memoraodum that the DOOP producti_ 
.. are atremely bip .. iDdjcatod by die reJati., OIIU of lOme it .. 

'6 



., 
ptoCared both throush DGOF and trade. A few examples aiven in that 
Memorandum are as under :-

-------
Item DGOF Trade 

(a) Blanket 116.32 94'16 
(b) Boots ankle 85.00 71.71 

(c) Socks Men DO 13.67 10.25 
(d) Jersey'PIO 66.74 58.50 

-- --~-

3.4. In compariq the abova costs, it has been pointed out that the 
000 F costs do not include the elements of profit and transportation 
costs which, if added, would increase the DGOF cost by at least another 
40.50%. 

Asked to state the factual position the Secretary, Defence Produc-
tion explained during evidence :-

"I am not sure that in all cases of items which we mate and which 
the trade makes, the prico of DGOF is higher. Take the case 
of boots ankle. It may be 90 or 100 rupees. It aU depends 
upon the spccificatioo ; these itcml have to go throuah strict 
inspection. Tho specification of the Army is very stringent. 
Our cost is RI. 56 or RI. 57 or RI. 58. There may be some 
items where the price is h.igher; but the position of non-
utilisation of capacity does not seem to be the position today. 
For raw material we depend upon procurement throup 
DOS &. D. There is quality control of material. It is 
lubject to military specifications. But the private trade is 
not subject to the same stringent quality control stipulations. 
We 10 to them when the requirement has to be met in I burry 
or there is some little extra requirement which cannot be 
fuUy met by the DGOF. On vests what happened was, the 
prices quoted by private trade were very high; then we sai~ 
look ; let us do without this ; let them Dot purchase it at thia 
level." 

Sf'. The Committee enquired if it bas been ensured that the aaenciea 
chroo,1a which material. for ordnance factoria were heiq purcbaaeca 



.. aot mpplyina those materials to orcb1ance factories on' a > price 
hiaher 'than the market price, the Secretary, Defence Production replied :-:-

"We do not evaluate DGS &. ,D's operation in each item. He 
operates th~ough a very well established system like tenders 
and quotations; and they have a special set up for defence . 
requirements. But here and there, when there is a slippaae or 
some delay, the local GMs have the power. to meet their 
produetion schedule. We found that they have had to pay 
higher prices." 

Aeked why the Department iteeIf was not making purchases, the 
Secretary atated :-

"We are not alJowed. The requirement is that we have to go through 
the OOSAD.'~ 

Asked if the Department could be 'a better purdlaser the witness 
stated :-

Ul am not 10 SlU'e. We are happy with the bulk of ~upply comin& 
through DGS&D. There i. DO problem. But in certain 
critical areas which are high priority area, whore tec:hnologic:a1 
e;xpcrtise is iavoJved, where bowled. of equipment is involved. 
we can communicate with the manufacturer. Where. general 
trade items or stores items are coneemed there DGSctD j, 
functioning in the same manner as anybody else is functinnina." 

3.6. A BOil-ofticial haa pointed out that imported costs of similar 
equipment or even superior ones have been lower than those produced 
- tile 0rdnaDce Factories in India ror the foUowin. reuotlI :-

(0 Lobour productivity is Jow due inter aJio to poor industrial 
relations and very 10ft approach to labour. This is the maiD 
area for cost reduction and enhanoemeat of productivity. 

(0) DGOF officers are not well trained .. manapn. A beainnina 
baa been made to train 'them in .tDodern maoaprial -1)'1temI 
but the proJtep ~ .low. 



(iii) Small and uneconomical indents and brtak-in orders trom the 
Defence Services make the production of luch items UDCCOIlo-
mical. 

(iv) Over heads are exceuive and capacities are not fully utilised~ 

(v) The machinery in use in many cases is not of the best quality. 

3.7. The Secretary, Defence Production however, stated in evidence 
that :-

"The cost of production of DGOF, if anything, is by and large, 
lower than imported costs and indigenous costs in the civil 
trade. We have made analysis of these items from time to time. 
When we cannot fully meet the requirements we ourselves 
find alternatives so as to augumant the same, but not finished 
materials. In regard to forgings our cost is near about fifty 
or sixty per cent of what the market would offer. So, I would 
submit, these generalisations would be unfair, if not un-chari-
table to the organisation. If you like we can submit some 
quotations, not only in respect of DGOF, but even in respect . 
of some of the public sector companies which make profit, 
whether it is na.a1 ship or platforms. t9 

3.8. The Committee find that in the cost of produetioa at curleDt pried 
in Ordnance Factories tbe cost of direct material is 68.30%~ cost of Factory 
Overheads is 24.02%, cost of direct labour is 6.45% uti adminis-
trative overheads are 0.73%. A liew has been expressed that the prodadioa 
costs of DGOF are comparatiYely higher than those of the trade, as fOl' 
example, in the case of Blanket Boots Ankles, socks DG aad Jersey. Tbe 
Secretary, Defeace Production pleaded duriag evideac:e tIIat items produced 
in Ord.aaee Factories were subject to stringent quality control stipulatioas. 
Be, however, conceded that when sometimes Geoeral Mugers of 
Onlnaace Factories buy material direct from the market instead of 
~ DGS .It D, they had to pay higher price which pushed up the cost of 
lbaal product. The Committee recommend that as cost of material COIIStitates 
more tbn 68 per cent of the total cost of production in Ordnuce Fac:tories~ 
a strict watch should be kept oa prices at which materials are purcIIased. 
Fa1IIer there is need to control factory overheads especially by iUxialisiD& 
tile eapeclty utllisatioa. 



B. COiltreI of Iamatory 

~.9. The Ministry of Defence have furnished the fonowing data on the 
level of Inventory Holding in Ordnance Factories :-

31.3.1979 

Total mentory· 351.00 
YaJue of ProdIIdio1l 550.57 

Workbl& Stock 
Bntik up of l",enlory Adil'e 26S.00 

Non-moviDa 24.00 
SIow-moviDI 25.00 

W'arte obMJlete 11.00 

SU1']1IIu stores 4.00 
MIIiIItetumu nores 22.00 
Awnp IImmtory Holding 
in ........ of montha coDSumption 

31.3.1980 

417.00 
600.00 

317.00 
17.00 
36.00 
14.00 
4.00 

29.00 

JO.29 

tRs. in Crores) 
31.3.1981 

525.77 
674.00 

396.33 
34.35 
31.98 
18.49 
4.11 

40.51 

10.29 

3.10. Inventory Holding position is stated to be under constant 
monitoring both by OFB and by the Ministry in Board and HLC mcetinas. 
The fol1owina steps have been taken in this reprd :-

(tl ABC analysis of the inventories ; 
(2) Stagering of deliveries to match with production requiremeJltt : 
(3) Disposal of nOD-moving and surplus stores. 

3.11. Special Task forces have been set up in Ordnance Factories 
to ideatify distortions in inventory holdings. Suitable remedial measures 
.... bcin& taken by OFB bued on the findings of these Task Forces. 

3.12. Insofar u material planninl is concerned, Ordnance Factories 
have been permitted to take provisioning action against firm orders by 
the Army as shown below ;-

(0 I""orted items 

For imported item., indents can be placed 36 months in advance 
01 the period of utilisation, which is J 2 month., i.e. (or • 



requirement upto a maximum period· of 48 months less stocks 
and dues against firm demands. 

(n) Difficult indigenorn irema 

This category includes items where it is known from past experience 
or available information that supply did not materialise or is 
not liKely to materialise in time and hence' due to such anticipa-

. ted Jong delays, provision for longer requirements is essential 
in the intertst of production. For such items, Factories can 
place indents upto 26 months in advance of the period of 
utilisation which will be 6 months i.e. for a requirements upto 
42 months less stocks and dues against firm orders. 

(iii) Other indigenous items 

The existing orders empower the Ordnance Factories to make 
provisioning action upto a maximum period of 30 months less 
stocks and dues against firm demands. 

3.13. Besides, optimum levels of stocks, which should be held by the 
Faetories, have also been laid down. For imported items, 12 months 
stock level for non-stockpile items (9 months for stockpile items, exclusive 
o( stockpile) ; for difficult indigenous items 9 months stock level and for 
indiJences items, 6 month stock level"have been prescribed as optimum 
. levels. 

3.14. Inventory bolclings in the Ordnance Factories are it is stated 
under constant review and are generally kept within the limits laid down 
m the Government instructions. 

3.1 S. It has been stated in a memorandum that improvements on 
preteDt practices should be possible so as to reduce inventory carrying 
cGItS but that caD be done only by the factory managements with 
adequate powers to react to market conditions and fluctuations in infras-
tractural condit;ons. This cannot be operated from Delhi. 

3.16. Other suggestions that have been made in this connection arc: 

0) System of centralised procurement by OOOF be introduced. 

(ii) DGOF should be authorised to procure his requirement free of 
DGSAD and Department of Defence Supplies Control. 

(iii) Modem material management and inventory control system be 
instituted. 



t 

42 
(iv) Scientific determination of lead times and safety "stocks be 

started. 

(v) Direct imports should be allowed rather than going to Public 
Sector companies for the purpose. 

3.17. When asked if the prescribed inventory levels in Ordnance 
Factories had been laid down after any detailed examination of the 
operational needs of the factories, the DGOF stated during evidence 
that : 

''The prescribed levels have been laid down by Government based 
on so many years of practice. n 

Asked if there was no scope for reduction of these levels the DGOF 
stated : 

-'There is scope for reduction or these levels in reprd to what we 
may can 'A' items, that is, most important or costly items. It 
we make what we call an ABC analysis of the items which are 
costly, their numbers hardly come to 10 to 15% only. Itl tbse-
items, it is possible to lay down period lesser than what is. 
given here, This should be studied for each item. We can, 
Jay down the period for that. For the pneraJised items, what-. 
ever is given we better continue that." 

3.18. During evidence the Secretary. Defence Production reacted -to 
these suggest ions as under :-

(a) "At the unit level we have made an analysis on the basis of 
last year's perfOI'JlWlU and we have indentified 8-9 factories 
where the inventory levels, we feel, arc relatively hish and are 
capable of better management. We have set up a Task Forco 
and we except the situation will improve. !o. • 

(b) The question of DGOF beiDJ authorised to procure his require-
ments independent of DGSclD and the Department of Defeace 
Supplies Control had been examined. The Department of 
Defence Supplies could not be left out. ,Department of Defence 
Supplies was not an alternative to DOSlc.D. It was Dot a 
constraint on DGOF. On the other hand it relieved the 
DGOF of his great responsibilities and Jd"t him to look alter 
the task of production. DOOF also bad not tbe _penile 
developed in the Department of Defeace Suppnea. 



(c) Preliminary atepl have been taken to see if certain materials 
available in other units could be made use of. 

(d) DGOF added that since the materials were costing nearly 65%, 
of the DGOF budget it would pay itself if more attention was 
given to it. Scientific determination of lead times and safety 
stock could, to begin with be introduced for 'A' items. 

There were advantages in buying through public sector companies 
because they specialised in the field. For example, in case of 
special steel, one would go to SAIL because they knew the 
job. Similarly, Hindustan Copper Corporation was in a better 
position than DGOF and there were some advantages in buying 
through them. Otherwise material might be purchased at a higher 
cost as the DGOF did not have world market information. 

3.19. DGOF informed the Committee that DGOF had surplus stores 
to the tune of RI. 9.72 crores. There were surplus items as they were 
not required by army-{or one reason or the other. In addition, OGOF 
had waste and obsolete items to the tune of Rs. 20.43 crores. He added, 
however, that this did not mean that they were not useful. For example 
non-ferrous metal scraps could be remelted and recycled. As the market 
was controlled by a few people they would underquote when OGOF tried 
to dispose of. 

3. 20. The ComMittee 1M that !otai iDventory holding of Ordnance 
Faetoriea .... goae up from Rs. 351.00 crores as on 31.3.1979 to Rs. 525.77 
a.es .. on 31.3.1981. The average IIokiiag in terms of month's coDsumption 
worb oat to 10.29 moaths iD 1979..&0 IUd 11.Z months in 1980-81. This 
., .. y studa'" appean to be "'1 high. Farther it transpired during 
nidalee dlat oat 01 33 onlaaace factories there are 8 or 9 factories where 
IMetatory le.eIs are rel.timy higber. Special Task Forces have been set up 
ill tile O ...... ace Factories to ideatify distortions in the inventory holdings. 
n.e C~ttee tIeaire dI.t IIOI'IB5 for iamatory holding should be spell out 
... tIae iDveatory coatrol improved. The Committee hope that it would be 
poIBible ia the COiiile or .. year or two to briag doWD the level of inven~ory 
_Ninp to a reuoaahle level. 

3.21. 5.,._,oIIIoIete •• terials nlaiq nearly Rs. 30 erores "'hicb are 
eo ... r lIN"." tile Anay are ." .. with OOOF. The Committee \\'ould 
tile .. DGOr to ••••• i .. 1f of tills ~ at lite earliest. 



C. Machlue & MaD hour Utilhath. 

3.22. The Committee enquired as to whether the system of monitorina 
machine and labour utilisation was beinl followed in tactories. 

In the reply, the Secretary, Defence Production stated in evidence 
that :-

"Our view is that the whole concept of keeping records of machines 
utilisation or manpower utilisation would be \'Cry -enormous 
and costly. In theamtext of the fact that ordaance factories 
capacity is designed for a purpose different from pure commer-
cial reasons plus the fact that today we are fairly satisfied with 
the utilisation of capacity. We do not have elaborate system of 
machine-hour utilisation and labour-hour utilisation. But in-.. 
direct devices exist whereby these are controned and it can be 
w.ted that there is hardly any idle time except perhaps in odd 
occasional emergent situations Jike pOwer break-down. etc.' The 
workers have to earn wages and wases can be earned only 
through output. A large number of our Workers are on piece-
rate system. If the workers do not perform the work by using 
their own machines or man-hours, they do not get wages. The 
expenditure is fully booked and reviewed from timo to time. 
Like-wise, where there is workload, the machines are fully 
utilised. 

By the large we do not maintain -dGtailed analysis ofma .. bo'Ur 
and machine-kour utilisatioD but the iadirectdevices are ade-
quate for manaaement controlU 

3.23. TIle Committee are ... Ie to accept the plea of the Secretal'J. 
Depar1meIat of Defeace Production that as Ordaaace Fadories haft DOt 
... Id up ror purely eommereial ,.,POIeS.. el.lJorate Iystem of IDOIIitor-
............ and madaiae-boar atfIisadoa ia tIaeIe factoriel il aot Deeded. 
lie poiated oat dlat IUiateaaaee of records of manpower utili_tloa ... 
........ boar utilisation would tie "very eIIOI'IIIC* ... eosdy". He felt 
dlat "bMJIrec1 devices" beIDg followed by ordauee factories 8ft ..... te·, 
fer lDUaFJDent £ootrol. The Committee reel tbat to 'eabance produdiYltJ 
01 aD the factors of production ill tbt Orela.nee Factories and coatrol costa, 
It.. MUlAry to apply modern .... ae-at _..... .. tile r ..... 
wWdI iaclude a SYltematic Ituty of _. 1Iour.. ............. lltilllatl-.. 
Or"8IM'Je F.ctories woahl Ihtrefore 40 wei' to efOlv. ao4 iatrG ...... ' 
-=it .,s&em at tile earliest. 



D. Cost aad Times ~er-.... -New Projects 

:t24. From the information made available to the Committee in res-
pect of 7 new projects involving and investment of more than Rs. 5 
crores . each put, through/carried out during the last 5 years in the 
Ordnance Factories, the Committee learn that all the projects are 
progressing according too schedule, except the following : 

The original project cost of New Propellant Factory was Rs. 91.19 
crores. The revised cost of this project as assessed in July, 1976 was 
Rs. 113,43 crores. The main reasons for escalation in cost are stated 
to be increase in the cost of Plant and Machinery and Civil Works etc. 

The Project for augmentation of Brass Melting and Strip Making 
capacity was sanctioned in August, 1978 at a cost of Rs. 7.40 crores. The 
project was planned to be completed in August, 1982 but is now expected 
to be completed in June, 1983. In this case there was delay in comple-
tion of civil work by MES. 

'.25. In this connection the Secretary, Defence Production stated 
during evidence that : 

UBroadly we ourselves are very much concerned about the time it 
takes to complete projects. We have taken a Dumber of steps. 
Now we have a half-yearly review of all the major projects. A 
member of the OFB has been assigned specific responsibility 
to keep an eye on the on-going projects. The Ministry is now 
monitoring each major project. Since the delay are engineering 
delay, we are going to institutionalise it in the next month or 
to a system whereby we hope to induct a technical person from 
the MES into the OFB. who will be able to coordinate and 
monitor all the projects. In addition, the Board will have 
periodical meetings with the M ES. 

The cost over-run is due to time over-rUD. If the project IS 
delayed by three years the cost also wiIJ go up by 30-40%:' 

3.26. The CoJDJDittee are coaccnaed to note the delay in compietioD of 
2 oat of 7 important projeets COItiDl more than Rs. 5 crores each takea up 
for completion during the last 5 years. The project for setting up of new 
propellant faetory was delayed by sis months while the Project for auame&-
tatloa of Bnss MeltiD& aDd Strip MakiDl capacity in ordnaoce factOl'~ 
........ y .. by about 10 BIOIIthi. .j% 



• 
Delay in exeeutio. of projects JMISh up tile colt or project. Secr ~tal'J 

Defence ProductioR assured the Committee ia e~idetIc:e that GoTer .... t 
was "very IDUCh coacemed" over StICb time oftr-nm ill major projects aDd 
that a Member of the Ordaaace Factory Board bad bee. assipetl specUk 
responsibility to keep an eye on tbe OR-lOiac projects. He also iadicated 
that it ,,'as proposed to induct in the Ordauce Factory Board as EaJiaeer 
from MES to ensure better coordinatioa ... IDOIIito .... of projects. TIle 
CollUlllttce would urge that tbe proposed arr .... eat IDI,. • pat tIaoup 
lritbout By :delay. 



CHAPTER IV 

QUALITY CONTROL 

A. QuIlty Control OrguisatioD 

4.1. Under the present system, the responsibility for approving the 
finished products produced by -the Ordnance Factories for Defence Services 
rests with the Director General of Inspection (DGI). The DGI functions 
also include inspection of raw materials and components bought by tho 
Factories, stage-inter-stage, and final inspection of fini shed products and 
assemblies and sub-assemblies. The 001 functions directly under the DepU. 
of Defence Production and each factory has one or more Inspectorate 
of the DOl attached to it. There are Factory's Work Inspection Groups. 
which inspect the goods before the same are offered to the DOl Inspector. 
AU incoming raw materials, semi-processed items are inspected and tested 
by the local inspector who carries out stage, inter-stage and final inspection 

. including proof testing of complete stores and approves minor deviations 
and relaxation in the production. 

~.2. A non-official IUgested to the Committee that as in U.K: quality 
assurance of equipment should -be looked after by a Defence Quality 
Auuranoe Board (DQAB) consiltinl of MGC ( a senior Army Officer of 
the rank of General) and hi, counterparts in Navy and Air Force. DQAB 
mould be indepeodcmt of OPR and answerable to the Chiefs of Staff. 

4.3. The Secretary Derence Production stated during evidence in thia 
coonection that: 

. . "Thia is an illuc which was raised some time ago. It it. now UndCr 
c:onsideration at the Minister', level after discussion between 
Senicea and tho Defence Ministry:' 

4.4. It has boeD atated in a memorandum that Government orden 
~were iaucd in 1965 tor traaafer of &tap illlpcction durina manufacture 
-fIelD DirectOr Oeoer allDlpectioD to Director 00Dera1 Ordnance Factoriet ., 
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and that it is surprising that even after 17 years, thete have net beea 
implemented. 

4.5. It has been suggested that stage and inter-stage inspection respon-
sibility be transferred to the J)GOF as soon as necessary facilities are 
created and man-power mutually adjusted between DGI and DGOF. Il 
would bring about quality consciousness in the factories. Proper Accep-
tance Quality levels (AQu) must be drawn up. There wilJ then be fewer 
cases of rejection. 

4.6. The Secretary Defence Production informed the Committee durin, 
evidence that the entire responsibiJity for approving finished products by 
the Ordnance factories lay with Directorate General of InspeCtion which 
was an independent agency operating under the cO:1trol of Deptt. of Defo-
nce Production but it was neither subservient to the customer nor to the 
producer. For older factories established before 1965 the total respons-
ibility for quality contro) was with the independent agency of 001, from 
checking of specifications and procurement of raw-material to every Itqe 
or production and final approval and delivery to the customer. In only 
two cases of mechanical vehicles and tank. the user had his ftoa1 accept-
.ace inspection because they wanted to make certain that the vehicles 
were not brought back for rectifications. The witness stated that so far 
as new ractories were concerned all stage and inter-stage inspection respo-
nsibility had been vested with orJnance factories themselves. They bad . 
qulity control groups which checked and inspected production at every 
stale. DOl had however, quality control point~ for monitorin. the quality 
orproduction. There had been a problem for a number of years whoa a 
decision wa~ taken that the entire stale and inter-stage responsibility of 
inspection might be transferred to factories. Since some problems .rotc 
and this decision could not be implemented, a "jew was taken that ltap-
inter-stage inspections in old factOriC5 for the time mipt continue with 
the DOl. 

4.7. 001 functions aJso as UAuthority Holdinl Sealed ParticuJan 
(AHSP). when the specifications were finalised ror aD item to be produced 
or imponed then the particulars were sea1ed and they \VON entrusted co 
DGI to carry out inspection with reference to those lpecificationa. AI 
senior level they accepted ,deviati~,QS also. <," , 

4.8. In regard to transfer of staae and iatCf~t. iIMpect10tt from 
DOl to Ordnan= factories in respect of older fW*Jiq.~ R4A4hya,t.". 
Committee. '. Jwl rccoQlmcodod ... t thit .IbOfW .. ,""'" ,9. FM ,""" 
ordnance factories but the problem arose about the pcnolUlcJ workiq i1l 
J)GI 1'40 were involved in this wor~10 be .bIorbocl. The wifDOlt iDl'OtID04 
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. the Committee that the modality was being worked out about tbiI'lurplus 
manpower and in the next two to three years transfer would be phased out. 
A Working Group was at present going into these modalities. 

4.9. It is accepted on all bands that transfer of stage and iDter ...... 
iaspectlon responsibility to the DGOF will bring about quality eoascloa ... 
I. the Ordnance Factories. Rajadhyaksba Committee was also ill fa,.,. 
of it. The Committee cannot but deplore delay of 17 years in illlplemeatiac 
this recommendadOD. Now that the decision has been taken ia priDelpie 
by Ministry of Defence for transfer of stage and inter-stage iaspectioa 
respoasibiliiy to Ordnance Factories aad in new factories ("bI~ alter 
1965) this respoasibility has already been laid 08 the Fact.les, die 
Committee desire that modalities regarding adjustment of penoaaeI ltetweea 
DGI aad nGOF consequential to the transfer of tllis respoasibUity ia 
retped of old Factories Ibould DOW be thrashed out witta.t uy fartller 
delay. 

C. Quality of Equipment Produced in Orduace Faetorlea 

4.10. Attention of the Committee has been drawn to the inadcquaciea 
. found in the quality of a number of equipment produced in Ordnance 

Factories and supplied to armed forces of the country. It has bccD stated 
in a memorandum that "the quality control exercise by ihe DGOF 
appears to be inadequate as indicated by the following : 

(a) Mass scale defects in 105 HESH and SH (P) ammunition or 
OKAT & OFA manufacture. 

(b) Defects in Fuze 213. 

(c) Defect5 in Mines NO. 

(d) Mass scale rejection of fuze 117 produced by GSF Cossiporc. 

(0) Ammunition remaining in bond for months and yean to,etber 
for rejection/failures at proof stage. 

( f) Large scale rejection of berets due to shade variations. It 

".11. Regarding defects in SHP and Ammunition of OFA the Secretary 
~ ttated durin. evidence that : 

t USmall-scale defects were found in items like SHP AmmUllition 01 
OF A. It was resolved long time ago. There were cartridae Cates 
and this problem has been resolved now. There were defects iD 
fuse system. This was not relatinl to D.G.O.F. 1'hCte Were 
imported by the army ; they found it defective." . 
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. Asked how the inspection result had found no defocts the witne.. • 
,.plied : 

.IIt was' imported by the army. There were some defects found. 
They asked DGOF whether he can repair it. This does not 
actually relate to OF. Regarding defects in mines, the containers 
were supplied by the trade. Filling of them is done by the 
ordnance factories." 

Refering to defects in Mines ND, the witness added : 

··We accept responsibiliiy. Parts Of defects were attributable to the 
;; , -use by the army. During the past 4 or 5 years these defects 

... 

• i" have also been examined. These things are to be done aecor- .. 
'" diDg to the requirements of the Army. The mines are laid 

out for training army men. They have to be fitted in with 
the changing need. Now, this has got a eap and the cap used 
to come out. These were creating problems. Now these pro-
bl~ have been tackled and these things have been rectified." . 

4.12. Regarding Fuse 117 the Secretary Defence Production stated 
. during evidence : 

J 
*As far as fui' e 11 7 is concerned, it il not correct to say that there 

bad been mass rejection of this. This is a marginal fuze which 
was intended for a certain kind of ammunition, but for want 
of anything bett!r, it was extended to other uses." 

Asked at what stage the defect was found. the witness replied : 
., At the Proof stage. tt 

4.13. In regard to ammunition remaining in bond for long intervals, 
the witness stated : 

II •••••• the production is delivered to the Army on a red card supply 
subject to proof; and this problem was brouaht up lut year 
by the Army during 1982-83 and 1981-82. We have subatan-
tiaUy reduced the level of such red carJ and this is not a ~or 
problem any more." ., 

4.1.4. Reptdinl rejection of berets, the Secretary, Deputalent or 
~ Production statec1 : 

. :nu, is a majo rproblem and the material is purcb.alCd throuah 
Das.tD. It SOC$ to inapeaioo. but after proceuiq it ill the 
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factory for manufacture of, performance processing,' lMd.r-
variations come up and we re-dye them and supply. k i. ,r,', 

inherent in the situation. That shade is such a complicated 
problem that so far as supplies to the Army are concerned.' 
while at the initial time they insist on the very stringent qUality 
requirement to be laid down for shade, there is no mechanical 
device which ~ an prove whether this stude is equal to that 
shade. 

4.15. The position in this regard has been explained in a note furnished' 
by the Ministry extracted as follows :-

(a) Mass scale defects in 105 HESH and SH (P) ammunition of, 
OFKAT &, OFA manufacture, 

Cartridge Cases which were produced by OFK.AT and OF Amber-
nath in early sixties had developed cracks during storage. The matter 
'Ya5 investigated in depth by a Board of Enquiry and the defect was 
attributed to inadequate annealing of the mouth of Cartridge cases. 
Remedial measures like 'low temperature annealing' have been introduced 
and the defects have beca completely removed. 

(b) Detects in Fuze 213. 

This Fuze is not manufactured in the Ordnance Factories. Army 
had imported this Fuze, which was found defective. Army had 
requested DGOF to repair these defective fuzes, but due to lack of facili-
ties in the Ordnance Factories.th~e fuzes, could not be repaired. 

(c) Defects in Mine NO. 

The high density polythene body is manufactured by civil trade. 
The filling of the explosives and sealing, the body with' the lid is done by 
DGOF. After years of storage and use, the fuze and the body of the 
mine showed up certain defocts due to deterioration on account or 
ageing. As and, when these defects were observed and reported, the 
Authority Holding Sealed Particulars in.vestigated the defects in·~ 
and carried out modifications in the design to overcome these ddectl. 
Such improvements covered the fuze and the mine body. Modifications 
of the mine fuze wore carried. out, in' 1976·77 and of the mind.body in - .. . . 
1978·79. .' ," 

The defects regarding ,eparation ef the lid from the mine body . 
came to liaht in 1977. The quantity affected was 33,000 Nos. Majority 
of these mine were manufactured frQm, 1965-6~ InvestigatiOns .revealed 
tbat separation occurred after repeated handling of the mine in train;",. 
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The miDeI used for trainina are subjected te perieclieal visual iaapection 
by tM UJaiD aad the defectivo minea are .... tod either for repair 
or for destruction. Modifications were carried out to overcome the lid 
ioparation. 

(d) Mass scale rejections 0( Fuze 117 produced by GSF Cossipore. 

Fuze 117 is of very old design and belonp to World War II Vintage. 
Since the design of Fuze 117 is a marginal design, certain failure occurred 
at proof stage and such lots were re-worked and ~proved before issue. 
ODIy fuDy proved ammunition is issued to the army. Technical investiga-
tiona are in hand to find out the reasons for non-acceptance of Fuze 117. 
There has been no mass scale rejectiODl of Fuze 117 produced by GSF. 

(e) Large scale ejection of berets due to shade variation. 

WooDen berets of difl'erent 0010111'1 are manufactured at Ordnance 
CIothiol Factory, Sbabjabanpur. Theseberetl are manufactured from 
woollen yam duly dyed according to service specifications, which is 
ptOCURd by the Factory from civil trade through DGs&D. The wooDen 
yarn is knitted, milled and berets are fabricated. During 198()..81 and 
198J-82, considerable difficulties were experienced by the Factory in 
obtainina supplies of sufficient quantities of dark-green dyed yam from 
trade and whatever meagre qbantity of dark-areen dyed yam received 
duly inspected by the Service Inspector, were mostly accepted under 
cIe'riationa as they did not Itrictly conform to the lpecifications, OD account 
or fol1owinl reason' :-

(0 Lact of colour futa ••• duriq millin •. 

(oJ Laet 0( wash (uta •••• 

Greeo colour is Dot a primary colour. It it a IeCGndary colour and 
it a combination of ye1Jow and blue colol1l'l. Bleeding of the CODItituent 
colour i.e. yeDow and/or blue colour of tbe yarn durina millina operation 
UJed to reluk in tbade variations in final Berets. 

Howev... durina 1912-13, IUfticteDt quantity ., aoed dyed yam 
hu been received and the problem of manufacture of Dark Green Berets 
i. prOlJlelliwly beiq removed, without much defect/rejectioaa. 

It·wi11 ba_ fIom tile .'-we tIIIt tile rejlCllioa t:I dark .... 
. . . 

bma in 80-81 aDd 81·12 was OIl accoat of 1Ub-ltUdanS dyed yam 
from dW trade. 

( r) AlDJDUIlitioa remaiaio. in bond lor ~ aocJ )'_1'1 topther 
f« NJectioaa/faihuw at proof. 



Whet'lever any lot of ammunition cannot hi proved due to various 
reasons, e.g. non-availability of proof range etc., the same are issued 
under 'red card'. Subsequently, such lots are proved and removed from 
'red cards'. During the last 12 months, concerted efforts were made and 
the quantity of ammunition issued under red card has been reduced 
considerably. 

4.16. Though the Department tau flll"Dlsbed to the Committee •• 
elaborate DOte indicating the efforts made to rectify the defects ill the 
equipmeat and ammunition, the fact remains that in certain cates tile 
equipment and ammunition turnecI out by the Orclnaoee Factories wu fo_ 
defective. This by itself paints • dismal picture aDd calls fOJ' •• on 
rigorous quality control by tbe OnlDanee Factories ad tbe DGI oyer tile 
8aisbed products of the Ordnance Factories. 

4.17. The Committee do not approve of the system of iaIIe of ..... ui-
tion on 'Red Card' without trial. The Committee desire that tile practice 
of issue of lots under 'red card' sIlouId be discounled ... if isIae of a lot 
without proof bas to be resorted to &der exeeptioDal eircamstallC" eft,., 
etrort should be made to baYe it proved at tile earliest posIibIe opportaaity. 



CHAPTER V 
MISCELLANEOUS MATTERS 

A. OYetstafliag 

.. 

5.1. It has been stated in a non-offieial memorandum submitted to the 
Committee that most Ordnance Factories are overstaffed at an levels and 
that there is scope to adjust this manpower by diverting the men at all 
~Is to new projects instead of going in for recruitment. 

S.2. Enquired whether any overall assessment in this regard has been 
made, and if so, with what results, the Secretary, Defence Production 
...... in evidence that :-.. 

"It has -been established that there is no overstaffing in relation to 
productivity but, more or less, the constant staffing pattern has 

.- ina'eaIed considerably. 73 per ceat of the total strength is 
represented by indnstrial employees. I n the last three years, 
the staff strength has gone up by 10,000 from 1.72 lacks to 
1.82 locks against which the value of production has gOlle up 
from Rs. 600 crores to Rs. 860 crores, that is, an increase of 
as. 240 crores. Taking the entire labour force and the entire 
value of production, year after year, the per capita \'aILle of 
production has gone up from Rs. 33,000 in 1978-79 to 
lb. 45,000 in 1981-82. So, if there was overstafful& as I said 
earlier, this must have been five years ago. There is no such 
thing at the moment. Also this increase that I am talking about 
should take into account the fact that we have gone into major 
investment decisions during this period and new factories are 
coarinl up. Labour would not be entirely productive from 
the fint day; there is a sestation period of six to twelvo 
months, and so on. Taking that factor into account, the 
fi81lre5 I have given you seem quite satisfactory". 

AI for the future, the witness stated that :-

"So far as future is concerned, in this High Level Committee and 
at the Ordnance Factory Board, we have taken a definite view 
that every additional post that is required now will have to 
take iato account the kind of rationalisation. Whether there is 
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possibility of deployment of not. Otherwise no' new post will be 
sanctioned except for specific needs of new projects". 

5.3. The Committee are happy to Dote tbe assuruce given by Secretary, 
Def~~ Production during evidence that .. if there was overstafting five 
years ago, there is DO overstamng in Ordnanci! Factories DOWn. Not only 

# that, accordin& to. him it has been decided that in future DO BeW post 
would be created in orclnallCe factories except # for spedfic oeecIs of .w 
,rojects. ' 

B. Staft' Welfare 

(i) Medical Facilities 

5.4. It has been pointed out to the Committee that the main irritants 
which cause disruption in otherwise good industrial relations in' the 
ordnance factories relate to :-

I. Medical Facilities-in which case although hospitals have' been 
provided, they suffer from shortage of doctors and there are 
long queues. 

2. Delays in payment to workers of their dues like peUY advances, 
D.A. and terminal benefits etc. 

With regard to medical facilities and shortage of doctors in the 
factory hospitals, Defence Secretary stated in evidence that : 

" . . . 

"We ourselves are not entirely satisfied with one aspect. The pay 
scales of doctors are' such that we are not able to-attract and 
retain doctors, it is partly because of the scale$, and partly due 
to the location of units and partly also due to the fact that 
this profession is in heavy demand all over the country ...... we 
have 23 hospitals and 68 health clinics and dispensaries spread 
all over the country. The total bed strength is 1,281 and we 
have. something like 200 people at different levels as medical 
officers, right up to the Director General of Health Services. 
Apart from that, there are 6 specialist centres, which are beinc 
opened at selected places. Specialists are being recruited for 
them so that there are self-contained in-house specialist treat-
'ment facilities. At the moment we are depending on military 
hospitals and other apneics . 

. So far as doctors are eoncerned, we are trying to upgrade the 
levels. We are considering the upgrading of more posts at the 
hisher levels, between Rs. 1100-1600 and Ra. 1500-2000, 10 



that more people could· be attracted. We arc also maki1ll 
short-term appointments to get over the problem of vacancies 
remainins unfilled, so that we treat them on a deliberate 
anticipated short tenure". 

The witness added that : 

The selection of these dOctors is done through the Ministry of 
Healtband UPSC. We do not make any direct recruitment. 
We take them as part of the country's pool, they are assigned 
to us after selection. But they do survive long with us ; may 
be, the same people have applied for jobs in the public sector 
undertakings. It 

(ii) Housing and Wate, Supply 

5.6. It has been represented that though the Government orders lay 
down tba1 50% of the single shift strength of the industrial workers wiD 
be provided accommodat on in the factory estate, this order has not been 
(oDowed, JeSUlting in acute shortage of accommodation in some factory 
_teo There have also been problems of inadequate water supply. 

5.7. Explaining the position in this regard, the Defence Secretary 
llatecl t1iat : 

..... Governmenfs orders of 50% have not been followed. The 
norms laid down in ordnanc:e factories are : 

SO" of linsle shift strength (or semi and unskilled ; 

10"- (or highly skiDed on single shift basil ; 

100% for ofIicen. 

ThIre i. economy cut of 40% of these norms. 

The witneu assured the Committee that ;-

"On 1.4.1980 we had 32864 quarters for all categories. 6234 hoUllt 
are under construction. But I would like to assure the Committee 
we are making substantial provision in Defence Plan as well &5 

Atmual Budget to make up the deficiency as far as ~ssiblc." 

5.1. 1'IIe Cowwittee are COIIItralaed to obIene tIaat ... 1 facUlties f • 
.. werUn el tile Orduaee Factories are far sIIort of the reqaire .... . 
All ..... dIert are 23 .... pJtaJs aDd 68 eliala tile _bel of cIodon ...... ... 
.. - ...... I •• jeU .. II .. adeqate. Seeretat')'. DefelICe Pn •• ctt. 



*' . .art1Mde4 the shortage of docton to two facts. First, the seales o.erN to 
Doctors by Omanee Factories were DOt adequte to attraet them; Sec:.dIy, 
~on are relactaat to postings where factories are located. The Committee 
reeomaead that sui •• ble incentives should be evolved to attract doctors. 

5.9. The Committee understand that even thoulh Govemmeat orden 
stipulate that 50% of the single shift strength of the industrial workers ia 
raetorits may be provided "'jtb accommodation in the factory estate, this 
.... lias not been followed by Ordnance Factories. This had resulted ia 
shortage of a(Commodation in some lactory estates. loacleq_ate water supply 
Is .... reported. The Committtee would like these matters to be examiDed 
... measures taken to provide accommodatioa atIeast as per the norms 
laW dowa and adequate water supply in accordance with a time-boaDd 
proaramme. 

C. Worker's Participation in Maaagemeut 

5.10. It as been brought. to the notice of the Committee that the IE, 
NIE and NGO C1 dre has at present practically no involvement in the 
working of the factory by way of participation in the Management of the 
Unit. It has been suggested to the Committee that each Factory should 
rorm an Advisory Body with rcpresentatives of recognised/unrecognised 
wi lns and the General Manager should associate this Committee with 
the day to day working of the factory, finding solutions to problems 
achieving targets, seeking t h~ir suggestions and arriving at unanimous 
decisions on practically all issues . 

• S.ll. Asked to give the views of the Department on the above sugges-
tion, the representative of the Ministry stated in evidence : 

"We have got in each factory the Joint Consultative Machinery 
Level IV. It consists of two representatives of the 
Workers Committee and two representatives each of the 
recognised unions. This is headed by the General Manager or 
the seniormost officer next to him and they consider all the 
problems concerning the working conditions within the purview 
of the General Manager. The Workers Committee consists of 
10 elected representatives of workmen and 10 nominated 
representatives of the Management. It is headed by the senior 
officer of the factory and it considers all matters concerning 
the welfare of the workers, their wages. service conditions etc. 
Besides there are safety and other Councils at factory levels 
which are constituted for advising the Management regarding 
productivity and other allied matters. We have also. got the 

- JCM level nl and it is headed by the Chairman of the Ordnan~ 
Factory Board which consists of representatives of employees, 



· .. ',. 
tour representatives from each of the Federations, one repre.-
sentative from the All India Non-Gazetted Officers' AssociatiOn, 
one from the All India Clerical Employees Association, one 
from the Indian Ordnance Factory Supervisors' Association, 
and one from the Ordnance Factories Headquarters Employees' 
Association. This forum considers all matters which are within 
the purview of the Ordnance Factory Board. They consider 
and discuss some of the imPortant items such as risk al1ow~nce, 
incentive schemes. promotional avenues, career planning, 
increasing productivity etc. Recently we have held a Seminar 
at Poona attended by all the representatives of JCM level ~I1 
as well as representatives of the Associations and Federations 
to consider how to improve productivity and we have take~ 
a decision. We have also formed a Productivity Council with 
the vari~us Federation,' representatives and employees' 
tepresentativ d. " 

S.12. On the question of workers' participation the witness op~ 
that: 

··We feel that it would not -be practicable because in each factory 
there are several unions which are not recognised also." -

5.13. The Committee DOte tbat each Onlnaac:e Factory ha.4) a .JOIDt 
C1.IILIt.the Maclaiilery. ""hile IIIdJ a macbinery may be ud'al replate 
die e.ditioDs of service of worken satisfactorily, tbe Committee feel tUt 
•• 'lfem ...... be worked oat whereby t.e workers are .ssodated with 
tile e •• eamn of tile .a· ..... t for improviag Prodactioa arid pro.uct~. 
nty .... ia qaaatitative ... qualitative tena.. The Committee would 
... it tile I. proposed to be takeD in this regard. 

D. Industrial RelaHODS 

S.14. The Ministry has, in a Note. claimed that barring stray instances 
of 1UIJeSt, industrial relations in ordnance factories have. by and large, 
beea fairly harDloniou,. It has been stated, however, that there was a 
toba shrike on 18.12.1980 resulting in Joss to the tune of JU. 181 lakhs 
cIariAa 1980. The demands put forward were as follows :. 

(i) Payment of Bonus to all the Defence Employees; 

(ii) Revision of pay scales and parity of wages with Railway etc. 

S.l S, Asked to state whether the ~rnandJ of tbe Defence employees 
ba4 beea eumined at a hip level and an approach in the m.tter evolved, 



the Secretary Defence Prod uction stated in evidence that -

"the demand is for payment of bonus to ;all defence employees, 
revision of pay seales and parity of seal, with railways. So for 
as the payment of bonus is concerned, ,e productivity - linked 
bonus scheme covered the bulk of our employees. Out of the a 
few people that were left out, one single cadre was the teachers 
in the schools. This was purely accidental, because at the time 
the scheme was being considered, an issue was raised that there 
are schools in the defence side, schools run by the army, air 
force etc. which are left behind. The railways have got the prod-
uctivity-linked bonus. We have been struggling to get our 
teachers covered, but it has not been done, because the entire 
scheme is on an experimental basis, and it hS,been reviewed on 
an all India basis. So, only a small number or'l ,900 people are 
left out. Otherwise, about 1,96 lakhs people are cOvered. ;' 

Aseked if employees of Ordnance were now satisfied, the witness said 
"They should be so. The only demand is to include those who are left out" 

. 
5.16. The Committ~ are gratified to learn that industrial relations ~ 

Ordanee Factories have beea by aadlarge '·barmoaiOM". The Coabaittea., 
IIowever, note that two important demaads of the Ordnance Factory em,.. 
yen are awaitiDg decision regardiae which there was a token strike _ 
11.12.1980 fesuitiDe iD loss of prodactioa to the tuDe of Rs. 18 laths duriJJI 
1980. Oae of these demaads related to paymeDt of boas to all Defence 
Employees. . .. -

The Committee were told that almost all the workers iD 0 . Fad-
ories DOW get Boaus except about)I,OOO teachers senmg in Is !set up 
by Ordaance Factories and that tbe qaestioa of covering this section of 
employees was uader cons ideration. The Committ ee uree an : ea~y decisioD 
iD tile matter. 

NBW OBLRI; 
April 28, 1983 
Yaisakha 8, 1905 (Saka) 

BANSI LAL, 
Chaitman, 

Estimates Commilte~. 
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