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1, the Chairman of the Public Accounts Committee do premt on 
their behalf this Forty5eveulh Kcport of the Committee on pius 16 
ol the Report of Comptrollr; and Auditor General of India for tht 
year 1 963-84, Union Government (Defence Services) relating to 
Avoidable~Umecessary imports. 

2. The Report of the Comptroller and Auditor Genera) of India 
fox the year 1983-84, U ~ i ~ o n  Government (Defence Services) was 
laid on the Table of the House on 14 May, 1985. 

3. The Committee observed that Department of Defence Produo 
lion failed to instal balancing plant and machinery to augment the 
balancing facilities for the targeted production in 1979-80. The Com- 
mittee has deplored the unrealistic attitude in fixing targets which 
were not in tune with the production facilities available or planed to 
be augmented. Even lllough exercises in identifying balancing plant 
and n~achineries began in 1978 cn a piece meal basis, a comprehensive 
project proposal covering 311 ~equirements of balancing plant and 
~nachinerjes was proposed in November, 1980 and the project was 
finally sanctioned in January 1982 i.e. after a period of 3 and a half 
years. Anticipating delay in raising the prodaction facilites, user d o  
partment i.e. the Department of Defence preferred to meet their re- 
quirements from private sector. The Committee find that there had 
been lack of proper planning and coordination between Departments 
of Defence and Defence Production and Supplies in demand projec- 
tions. While cn the one hand i t  was decided to produce the vehicles 
tl~rough ordnance factories, on the other hand, it was decided to 
procure them from private sector resulting in wasteful and infnrctuous 
expenditure, lack of efforts to raise indigenous production ot i m p +  
cd i ten~s, ton frequent resort to i m p s  and delay and foreign 

u expenditure. 

4. The Committec: nlso fitid that the Department of &fence 
Production imported 40 drivers cabins at the cast of Rs. 79.93 
lakhs in July 1981 to Whruary 1982. The landed cost of immd 
cabin waq Rs. 19.832 ngainit me iodigefious cost of Rq 4'2531 pcr 



ohbin i.e. more than four times because indigenous availability of 
cabins from the only source that was available was much less than 
the total projected requirements. It is perturbing to note that the 
Department of Defence Production had depended on a single source for 
supply of vital defence components contrary to the instructions in 
this regard. Out of the 400 cabins imported, 311 numbers costing 
Rs. 61.68 lakhs were lying in factory's stock at the end of August 
1984. The unnecessary import of cabins resulted in an extra expen- 
diture of Rs. 60.96 lakhs. Not on!y that, the cabins imported at 
such a high cost remained unutilised during 1981-82 and 1982-83, 
but also 53 cabins still remained unutilised at the end of March 1986. 
The Committee have expressed their unhappiness at this heavy extra 
expenditure of Rs. 60.96 lakhs d w  to inaccurate conce~tion in the 
Department's planning and requirements . 

5. Again, the target of production for Shaktiman vehicles at Fac- 
tory 'M' was enhanced on 21 July 1978 to 4200 numbers but no cor- 
responding action was taken to increase the machining capacity of the 
factory for fly wheel housing. A milling machine demanded by the 
factory as early as July 1977 to raise its milling capacity was sanc- 
tioned in January 1982 only i t .  aftel: four and a half years. The 
Committee find that failure to instd a milling machine and decline in 
the production of the Ordnance Factory during the years 1978-79 and 
1979-80 resulted in irnjmt of 1000 sets of fly wheel housings. 934 im- 
ported fly wheel ho~xing costing Rs. 6.98 lakhs which were receiv- 
ed during January to March 1982 mpined  unutilised for a long 
period. The Committee are distressed to find that import was resort- 
ed to in this case just to utilise the foreign exchange which was stated 
to be as "surplus". This attitude js reprehemsible and not conducive 
to the policy of indigenisation of components required by the Defence. 

6. Similarly the Committee find that 50 numbers each of the 
equipnmt. 'X' and 'Y' imported to act as buffer stock proved un- 
~ccessary involving extra cost of Rs . 8 -58  lakhs in foreign currency 
even though sac i en t  installed capacity was already in existence at 
Factcny A.  

7. Ttn Public Accounts Committee examined the Audit Para- 
graph at* their sittings held -on 12 February, 1986. The Committee 



sonsidered .axad jinalised tbis Report at their aittiag held on 25 Apsil 
1986. The Minutes of the sittings form Part II* of thc wd 

8 .  For facility of reference ad convenhcc, the obaewatitions 
and recomendatiom of the Committee have baen printed in thick 
type in the body of the Rerport and have also been reproduced in a 

.consolidated form in Appendix I1 to the Report. 
9. The Committee would like to exprees their thanks to the of&- 

cers of the Deparment of DeEeuce Production and Supplies for tho 
cooperation extended by them in giving information to the Co-mmittae. 

10. The Committee also piace on record their appreciation of 
the assistance rendered to them ia the matter by the office of ths 
Comptroller and Auditor General of India. 

April  28, 1!)86 
, 

Vai.vakha 8 7 9 0 8  ( S ) 
m-. 

E. AYYAPU REDDY 
C h u i m ,  

Public Accounts Committee. 

-- - -- 
a N o r  printmi. Ole cd03tyld O ~ p y  laid on tbs T&lt o f the Home .ad 5 Copies 

plwed in Puliament Library. 



REPORT 

liBu~ed on iJurtr 1b 01 r i l e  Keycvt of rhe C&AG of lndru lor the y e w  
198344, Union Gaw;rrrrro~t (Civil) relating to Unneceswy/Avoi- 

dable 1 mpor't]. 

t i)  Unnecessary I m p o r  t--Audit Para points out that in July 1978 
the targets for production uf Nissan Petrol vehicles at factory 'M' 
were revised in July 1979 to 2,000 vehicles during 1980-81, 2,500 
were fixed at 2,000 numbers per anmm from 1979-80. The targets 
were revised in July 1979 to 2.000 vehicles during 1980-81, 2,500 
during 1981-82 and 3,000 each during 1982-83 and 1983-84. The 
targets were later again revised downwards in October 1980 to 1,000 
vehicles for 1980-81, 1,20!1 for 1981-82, 1,800 for 1982-83 and 
2,000 for 1963-84. The reasons given for the downward revision 
were that balancing plant md machinery to augment the production 
were not in position (these were sctually sanctioned only in January 
1982) and foreign exchange was not available to qupplement the 
shortfall betwren the requi~ement. for higher targets and indigenous 
zvailability. Tllc prcduction capacity of Nissan Vehicles (Nissan 
Carrier Rr Kissan IJctt.ol) In Vehic.!es Factory. Jabaipur. in 1978. was 
around 4.100 Vehicles ~ c r  annum. The target fixed for Nissan 
Vehicle< 'Tor t1.e year 19?7-78 was as under: 

5 17r?~t A chievemenr 

2. The Committee dcsirtd to know the reasons for raising produc- 
ticn target for Nissan Vehicles particularly during peace time (during 
1980-81 to 1983-51) and :hen ~cducing the same. The Department 
of Defence Production in reply have stated: 

"The increase in tniget ~ ( 1 5  suggested based on requirements 
projected by the Army. The decrease was related to 
changes in demand pattern b a d  apparently on procure- 
ments of alternative vehicles from civil trade." 



3. Enquired if tbe position of balancing plant and machinery was 
not known when the targets wele revised upward in July 1979 and if 
so, how the fiictory fixed the tilrget of 2000 Nos. even in 1978 without 
the balancing plant. In reply the Department of Defence Production 
and Supplies have stated ..- 

"In Juiy 1979, i t  was known that Vehicle Factory, Jabalpur, 
needed additional capacity (balancing plant and machi- 
nery amongst others) to achieve a level of production of 
9C00 to loObO vehicles per annum. However, a higher 
target for NP Vehiclz was decided upon with expectation 
of petting incwa!.ed indigenous supply and import sup- 
port during the inwvening period." 

4. Asked as to whu steps s e re  taken to expand the production 
lacilities in thc light of decision taken in July 1978 to increase the 
production of Nissan Petrol Vehicle, the Department of Defence Pro- 
duction and Supplies in a note have stated that the production facilities 
at the factory fcr vital sub-assemblies like engine, axle, transfer case, 
gear box etc. for both Nissan 1 Ton and Nissan Patrol are common. 
Target for Nissan Patrol was increased after scaling down the target 
for Nissan 1 Ton Vehicle within the overall annual target for Nissan 
Vehicle @4300 vehs/amum. For bought out items, contractors/sub- 
contractors were ap~roached lo accommodate the change in require- 
ment. 

5. According to Audit Para, ii was decided in July, 1978 to raise 
the Production of Nissan Vehicies at Vehicle Factory, Jabalpur from 
1979-80, but the sancticn for additional plant and machinery was 
issued only in January, 1982 i.e. after 31 years. 

6.  Asked about the iustification for the delay of 3+ years in the 
issue of sanction {in January 1982) for plant and machinery, the Dc- 

epmtment in a note have stated as under:- 

"In pursuance of the decision taken early in 1978 that addi- 
tional plant and lnachinery and facilities would have to 
be procured and set up at VFJ to enable the factory to 
meet higher production target, the factory initiated pro- 
posals for new plant and machinery and a comprehensive 
projert proposal covering all requiremenO of balandng 
'Plant 8 Machinery to achieve a production level of 9000 



to 10,WO vehldcs per m u m  was propoeed in Novem- 
ber 1980. *After receipt of clarifications from Ordnance 
Fa~tory Board, Guvcinment sanction was issued on 2nd 
January 1 Y 82. " 

7. Meanwhile, the factory decided in July 1979 to import 1,200 
driver's Cabins from :lx foreign collaborator to meet the higher tar- 
gets fixed in July 1479. The fcueign collaborator was informed of 
the import it. May 1980 After the targets were reduced in October 
1980, the factory requested (October 1980) the Ordnance Factory 
Board (OFB) to drop ;he import as the indigenous supplies were a&- 
quate. The collaborator refused to cancel the order but agreed to 
reduce the quanrtty to 400 cabins. 

8. The Ministry of Defence informed the Audit in November 
1984 that a sales agreement concluded with the collaborator for im- 
port of certain components included the cabins, but since the cabins 
was a simple i!c:n available indigeriously and the import price was 4 
times the indigenous price, there was no justification for its import. 
However, after a great deal of persuasion the order was short-closed. 

9. 'Commenting on the Audit observations regarding import of 
driver's cabins, t.l?e Ss~retary, Defence Production and S u p p f i  stated 
during evidence ns u~ldcr: - 

( (  . . . . . .by the ti~nr: thae  revised targets were fixed and when 
these cabins were required, we ha71 only one indigen- 
ous source who% capacity was much less than the total 
requirement of these cabins. That was the position until 
July 1979 . Another source, on which departmental order 
had been placed in September 1976 was also there. The 
supplies commenced from July 1979, but in a very meagre 
quantity. Therefore, you would find that the require- 
ment of these cabins was much more as per the revised 
target than the total indigenous capacity available at that 
time. That was th,~ primary reason for placing orders 
for imported cabins, even though the organisation knew 
that the price of imported cabin is much higher than the 
price of the indigenously produced cabin. When the 
position became clear that this additional reauirement is 
not necessarv because the tamt. were d u c t d ,  we tn'ed 
to cancel $his or&. We mcceeded onlv nartlv and four 
hundred had to be imported". 



10. Powuig out that one 01 mc objects of Departmeat of Defence 
P'ouuuuun was 10 indlg~l~se the deience equipment, the Commitlee. 
w e d  lor jusMcation for the import of driver's cabins which was a 
muple item avwLable mdigenously . The Secsetary, Defence Produe- 

and Supply replied: 

'.Sir, you are very right that it is a simple item and its price was 
lower than the imported one but it all arose because of the 
decision taken in October, 1978". 

1 I.  The witness further stated that decision to import cabins was 
takeu in the vehicle review production meeting in which the Ministry, 
\he users, the producers and the Defence (Finance) am represented. 
It was also stated that the target was basically revised because of the 
discard policy finalised by the users on the basis of which they re- 
worked their total requirement. Asked if the user and the producer 
in this case were not the same department, the Secretary (DP&S) re-- 
plied: 

"Yes, llefence Rljnistry, not iny Department the users are 
with the Defence Department. They project their re- 
quirement which is vetted by Finance. Whatever I am 
asked to produce I try to produce and supply to them, 
but joint reviews in regard to the production targets and 
supplies are carried out i n  my department under the 
Chairmanship of the Secretary from time to time. " 

12. The Committee wanted to know who initiated the demand for 
import of cabins. The witness stated: ' 

"The factory projected its demand to the Ordnance Factories 
Board. The Board processed the whole thing in consul- 
tation with the Ministry and the foreign exchange was re- 
leased as per the usual practice. . . . . ." 

13. The Committee asked whether the decision was taken at tbt 
factory level or at the DDS level ;nd whether the Technical-Commit- 
tee at the DDS level was consulkcl The Director General, Ordnamce 
Factory, stated: 

"Fintly, at the factory. technical committee cdsts, and its 
Chairman is the General Manage of the factory. He 
reverts to the Central Tecbical Comm4tta u r i k  DDS. 
Therefore. tbcre arc two c a p  which the O .  M. warn. 



Ouo EQI PI Chuman of the tc~hoicnl committw, laporfs 
to the ODs tor crevelopqaltal purpose6 and the eaoond 
cap he wears as GM ot the factory to be engaged in the 
task of production W i c k s .  

The technical Committee nas beep acting and developing two 
sources because one source generally does not always prove 
to be reliable. . . . . .We had only one source of supply, 
the Ideal Structurals . 

On the other side, this cabin was one of the items cleared by 
the technical committee for import also. There is a 
standard list for irnpiwtation which is reviewed from time 
to time by the deletion process as you develop the indigen- 
ous sources. Because indigenous sources were not sa- 
ciently developed, the technical committee had cleared 
this for import list. . . . . 39  

14. Clarifying the position further the Director General Ordnance 
Factories in his letter dated 27-2-1986 furnished to the Committee 
after evidence stated that out of the various Technical Committees 
functioning under Department of Defence Supplies, only two Technical 
Committees are headed by the General Managers of the Ordnance 
Factories. One is the Technical Committee (Vijayanta Parts) for 
Vijayanta tanks at Heavy Vehicle Fact06 Avadi. The other is the 
Technical Committee Vehicles Jabalpur (TCVJ) at Vehicle Factory, 
Jabalpur. According to the functioning of the Technical Committee 
Vijoyanta Pa* WYP) it wac the practice to get the clearance of 
the Technical Committee before processing cases for import. 

15. At jabalpur, the import proposa!~ are made by a Team of 
Technical/Production Officers and vetted by Joint Controller of 
Finance and Accounts and procewd further with Ordnance Factorv 
BoardjMinistry of Defence. Department of Defence Production for 
issue of sanction and foreign exchange release depending oxi the dele- 
gation of powers to release foreign exchange. 

16. In the'extant case, the item was a part of a list prepared by 
Factory Technical OfPcers in consultation with the FinancGl Adviser 
at the Fptory level. pew wm re-examined under specific direc- 
tion of ChaJrm~, Ordqncp Factory Board, given on 21-2-80 to Mem- 
ber l~ehfde,  Member Finance, General Manager: Vehicle Factory 



Jabalpur, Asstt. General Trucks and It. Controller of Defence 
Accounts Vehicle Factory Jabalpur . 

17. The revised list of items and quantities was subniitted by Gene- 
ral Manager Vchicle Eactory Jabalpur and was discussed in tbe 
meetings held on 4-3-80 and 5-3-80 at Ordnance Factory Board. - 
Negotiations were also held with Nissan Representatives by 0. F . 
Board Members on 4-3-80, 5-3-80 and 18-3-80. 

18. Finally, as authorised by the Ministry of Defence, Department 
of Defence Production issued on 13-5-80, Ordnance Factory Board 
issued a letter of intent to Nissan for import of the item. 

19. Clarifying the position f h h e r ,  the Secretary, Defence Produc- 
tion stated in evidence that "in these cases, the user as well as authority 
lo decide import was General Manager. Secondly, targets of annual 
production of these three items were fixed by the Government. In 
pursuance of that, General Manager projected the demand. Letter 
of intent was issued after approval by the Ministry of Defence". 

20. The Committee enquired if any attempt had been made to 
find out why the order was revised and whether there was a bonafide 
n~istake in making the' origjnal estimate and then reducing it. In 
reply the Secretary (DP&S) stated: 

"The revised requirement was worked out by the general staff 
which is not a single M y .  It goes for approval to the 
Chief of the Army and the-DG of the Vehicle Directorate 
concerned. But the reason for which the requirement 
came down was not because of scale of requirement but 
because instead of waiting for production, they purchased 
from private sector zquivalent vehicles and therefore the 
need for increased production went down". 

21. The Committee asked whether it was not due to dekctive plan- 
ning and coordination that the one hand it was decided to manu- 
facture the vehicles by the Department thmsslves and on the other, 
it was decided to procure them from private trade. The witness 
replied : -. -- 

''Our department is not concerned with the purchase dieision. 
If any user purchases finished prodwt from any "jhrty 
our department . does not interfere with it. . . , . .As 
regards defective planning. T would concede that there is 



always scope for improvement. Government has given 
a lot of thought to this problem and now have evolved. 
a mechanism in which 10-15 years perspective plan 
would be there of what we require, how much is to be 
indigenised, a particular plan of this sort would be avail- 
able for all, the three departments-Defence Department 
Research & Developnent Department and the Defence 
Production Department-and one can hope that chances 
of sucli n situntion developing in future would be consi- 
derably minimised". 

22. The Committee pointed out that there was no increase in 
target for the year 1980-81 and the increase in target for 1981-82, 
was only 500 numbers. They asked why the factory decided to 
import 1,200 driver's cabins in Ju!y, 1979 to increase the production 
of vehicle to the extent of 500 numbers only in 1981-82 and whether 
the indigenous supplies for driver's cabin were not adequate for the 
Production of even 2500 vehicles in 1981-82. In' reply. the Depart- 
ment of Defence Production and Supplies in a note have stated: 

"Tne targets were provisionally revised downwards in May, 
1979 and the target lor 1979-80 was reduced to 1000. 
This was on account of the fact that there was shortfall 
in availability of jongil cabins for production in the year 
1979-80. Still in July 1979 the target for production 
of Jongas in 1980-81 was kept up at 2,000 and at 2,500 
for 1981-82 and at 3,000 for 1982-83 and at 3,000 for 
1983-84, because production of Nissan 1 Ton vehicles 
was again to be stepped down to 2.300 per year from 
1980-81 onwards and imports of Jonga cabins were 
anticipated. The downward revision was made final in 
October; 1980 to 1000 jongas in 1980-8 1 and 1200 in 
1981-82 and 1800 in 1982-83 and 2,000 in 1983-84 
because A m y  decided to go in for jeeps from Civil trade 
to make up for their shortfall in availability of Nissan 
Petml (Jonpa) . Correspondingly, the targets for pro- 
duction of Nissan 1 Ton vehicles was changed to 3300 in 
1981, and 3100 in 1981-82 and 2.50 in 3982-83 and 
2300 in 1983-84 makine a total of 4300 vehicle of both. 
.types in a year as per the revised product mix q u i d  
bv the Army. Onlv around October. 1980 the lnpmve- 
rnents in the indigenous availability of Jonga cabins wrs 



noticeable and actiotl was immediately taken to cancel 
orders for import of tBe cabins in the ligbt of Army's 
decision on the rev& produqmix, $qt then foreign 
collaborator was not amendable to ciqxellation of the 
import order." 

23. According to Audit Para, 400 cabins costing Rs. 79.53 la* 
were received in the factory during July 1981 to February, 1982. 
One cabin was received as advance sample over and above the above 
order. The matching components, viz., clamp, cushion rubber, bum- 
per hood, etc. for these cabins were, however, ordered by the factory 
during December, 198 1 to February 1982 on indigenous firms and 
were received during March 1982 to May, 1983. 

24. Out of 401 cabins imported 3 1 1 numbers costing Rs. 3 1.68 
lakhs were lying in factoy's stock at the end of August, 1984. The 
landed cost per imported cabin was Rs. 19,832 against the cost of 
Rs. 4,631 per indigenous cabin. Thus unnecessary mport of 400 
cabins had resulted in extra expenditure of Rs. 60.90 lakhs. 

25. The Committee enquired why the cabins imported at such a 
high cost were not utilised for a long time and how some of them 
remained unutilisd till date. The Secretary, &fence Production and 
Supplies stated as under: 

"Your observations are very valid and I share your concern. 
The additional quantity arranged through import was not 
inmediately required for use'because the original require- 
ment of more number of vehicles was reduced. Secondlv. 
as regard the actual utiIisation. I am told that onlv 53 
cabins remain unutilised not because they cannot be used, 
hut because they arc basically being used in vehickp nhich 
are used for special purposes like mountaineering, rally 
rupeditinns, etc. Sc. thev are kine  U P P ~  s ~ ~ v c ~ v ' ' .  

26. ln a subsequent note furnished to the Committee, the Depart- 
ment of Defence Production and Supplies stated that after receip of 
the cabins. the requirement of the matching components were ascer- 
tained and orders for the same were placed on indigenous trade %ns. 
The cost of matching componenfs der cabin was Rs. 5841-. Mean- 
while the cwplies for N P. C h i n  from indiamous murch improved. 
I! was preferred to usc the indigenous cabins In production keeping 



.the imported as a cushlon. One of: the ~ndige~ous. aourwi 

.sGpcd s~&lies from 83-84 onwards, newsitatinp of impated 
cabins. i 

Tbe year-wise utilisation of the 400 imported cab'i is statai to bc 
as follows: 

NIL 
NIL 

20 
I64 
164 

27. The Colnmittee desired to know why the matching c o w  
mats were ordered only after the mival of the imported cabins and 
why the requirement was not anticipated earlier. In reply the Depart- 
ment of Defence Production and Supplies have stated: 

"The matching components were found to be needed because 
the new model imported cabins could not directly fit into 
the old model chasis that was under manufacture indi- 
genously. With the fitment of the matching components 
the imported cabins could be utilised in the indigcno-bs 
production. The requirement for matching components 
was realised as soon as the sample was studied in January, 
1980". 

28. Audit Para points aut .that the target of production of Shakti- 
man Vehicles at factory 'M' was fixad in July 1978 at 4,200 num- 
bers per annum. As a milling machine demanded by the factory in 
July 1977 was not sanctioned till then and in the absence of the 
machine, the factory's capacity for machining of castings for fly whecl 
housing was limited to 4,000 number per annum, the factory requested 
the Ordered Factory Board in December 1979 to afrange for import 
of 1,700 sets of finished fly wheel housing to meet the production 
targets, 

29. The Committee desired to know the basis of projecting import 
requirement of 1700 sets of finished fly w5eel housing. The Depart- 
ment of Defence Production and Supplies in a note have stated that 
fly wheel Housing is r, major item for Sbnktiman Engine AssmMy. 
involving a few special purpose machines for machining from c-Mng. 
Tn 1977-78 and 1978-79, Vehicles Factory Jabalpur's tarrr~t for Shakt- 
man Vehicles was 3060 nos. per ennum. 

7 2 8  LS-2. 



y)D 21.7.78 the target for Shaktiman V e b i b  was enhanced 
to 4200 nos, per annum from 79-80 onwards with further 
nquirwpent for 300 nos. pr m u m  for spare Engho 
a~~cmbly. Machining capacity at V F J  for the item was 
not suflicient to meet the requirement for 4500 sets. During 
1979-80 a d  1980-81 VF'J's achievemq in machining 
the item was 2600 nos, and 2483 nos. respectively only. 
Requirement of 1700 nos. for impdrt was thus based on 
the anticipated shorthll in availability upto 198 1-82". 

30. The Committee pointed out that milling machine was demanded 
by the factory in July, 1977 but could be sanctioned only in January 
1982. They desired to know the reasons for not sanctioning'the mill- 
ing machine in 1977 itself. The Department in a note bave stated 
as under: 

"The Milling Machine was one of the items oi plant and mach- 
inery included in the project proposal for augmentation 
of the capacity in Vehicle Factory, Jabalpur. Ti was not 
demanded in July 1977 but was only included in a Iist of 
plant and machinery required for the augmentation pro- 
ject. Inclusion of the machine in the list did not amount 
to a demand. A firm demand for the machine was made 
by the factory only in January 1980 after excluding it 
from the project for augmentation. It was ,subsequently 
considered but only dong with the augmentation project 
sanctioned in  January 1982". 

31. After three months of placing the demand, the factory request- 
ed the Ordnance Factory Board in March 1980 to deferldrop the 
import as scaling down of the targets for production of vehicles was 
under consideration of a higher power team in view of corisiderable 
foreign exchange involved in the procurement of components to meet 
the target. The High Power Team was headed by the Secretary, De- 
fence Pmduction and ~ ~ ~ ~ / ~ h a i r m a . . > p ~  and other anior officers 
of the Depament of Defence Production and Ordnance Factone. 
Hmcver, as per directives of the Ordnance Pactoricc Board an order 
for import of 1,000 ge6 of finished fly wheel housing ww placed in 
March 1980. 



32. The taagetted production vis-a-vis actual achievement of Cb6 
vehicles during 1977-78 to 1983-84 was us under: 

33. The Committee asked if it was not possible to defer/drop the 
import as requested by the factory in March 1980. In reply the De- 
partment have stated: 

"The import proposal was processed and the order was placed 
by VFJ on 20-3-80 for 1000 nos. keeping in view the fact 
that for this item, the only indigenous source was VFJ 
whose capacity was limited, importation was necessary as 
an insurance against stoppages in indigenous production 
and to provide a cusl~ion." 

34. The Committee pointed out that the import of 1000 sets of 
fly wheel housing was necessitated by the shortfall in the targetted pro- 
duction during the years 1979-8C and 198@81 which was 900 s& 
and subsequently when iiidipenous production kicked up and imported 
scts werc also received, thc stocks became surplus. In reply, the 
Secretary Defence Production and Supplies started in evidence: 

"1 have before me the figures of production from 1976-77 to 
1984-85. During this period the total production of 
engines was 31,163 and fly wheels 30,230. So, during, 
this period there was no surplus. Rather there was some 
gap. This decision to have higher targets was, taken in 
Jqly, 1979. In 1979-80 the production of fly wheel hous 
ing was 2600 and the requirement was much more than 
that. Even prior to that year it was less than 3000. B 
the production of the preceding year and the same year 
gave enough justification that there would be a gap and to 
fill up that gap we had to import. Since these -tar@$ 
came down. !herefme, the situation arose.'" 

35. Against the order of 1000 sets of finished fly wheel housing 
934 fly wheels costing Rs. 6.98 lnkbs were received during January 
to March 1982. As the targets for Shaktiman vehicles were nkanwhh 



-led down in Octobbr 1980 to 3,300 numbers in 1980-81, 3,600 
numbers in 1981-82, 3,700 ndbers  in 1982-83 and 3800 numbsgs 
in 1983-84. The whole stock along with mother 703 num- 
bers of imported fly wheel housing already in stock of the &tory was 
lying unused in August 1984. The import of 934 fly wheel housing 
at the cost of Rs. 6.98 lakhs was thus unnecessary and it involved an 
extra expenditure of Rs. 2.77 lakhs as compared to the cost of Mi- 
genous components. The Committee enquired if responsibility £or un- 
ncocrss8ry impon of fly wheels was fixed, the Secretary (OPM) in 
mply stated: 

"I do not consider imports a wrong thing." 

36. The Committee enquired whether it was a fact that imports 
were resorted to at that time because there was no constraint of 
foreign exchange. The witness replied: 

"I do not want to go into it. In 1978 we had the problem of 
utilising our surplus foreign exchange position. We in- 
troduced various schemes in the country. That was, I 
think. the only year in the last 10 years like that". 

37. The position regarding production vis-a-vis utilisation o£ Fly 
Wheel Housing in the factory during 1982-83 to 1984-85 is as Wow: 

Year VehickP. Engine Production 
(S f in )  pmduced of& Wheel 

produced (OR+ Hoadnq 
Spare<) ------ -- - 

82-83 , . . . . , . . 2902 3400 4=W 

89-84 . . . , . . , , 3868 3815 @23 

8 4 - 8 5 .  . , . . . . . 3800 4002 335' - ------- 
b n t  stock a% in 8/85 ( M d i n c d  Fly Whrcl Housing) 

Ex-Import 537 No$. 

EX-VFJ 780 Nm. 

38. Asked why the import order was not reduced when it was 
decided in October 1980 to scale down production of vehic1'm. The 
Secretary Defence Production and Supplits stated in evidence: 

"It was not done on consideration of buffer stock*. 



13 ' 39. Enquire& ap to how the buEer stock of 1637 number of 
wheel housing could jusaiied y~rclcularly in view. of the fact thac 
rota1 producilon of Shaktman Venlcles was in the range of 3- 
3800 numbers. The Department in reply stated as under: 

"Import of fly wheel housing was made to match the hrghtr 
target for Shaktiman \ ehicle laid down at Vehicle Pro- 
duction Review Meetlng in July 1978 and May 79 i.e. 
4200 vehS 300 spare Engine+rejections. Had the 
factory actually produced to match: that target, the import 
stock would have been put into use. 

BufEer stock will vary from time to time depending upon 
variations in production and consumpticms, Against a 
target of 4500 Engines, 1637 fly wheel housing is jist over 
four months requirements". 

40. It is seen that the target ior Shaktiman Vehicles was enhanced 
from 3060 Nos. per annum to 4200 Nos. per annum from 1979-80 
onwards with further requirements for 300 Nos. per annum, but macb 
ining capacity at Vehicle Factory, Jabalpur for the item was not suffi- 
cient to meet the ~rquircmcnt for 4500 Nos. Asked why steps were 
not takcn to lncrease the machining capacity to match the enhanced 
target of prodi~ction of 4500 numbers. The Department have stated: 

"Steps were taken to increase the overall inhouse capacity to 
match the target for 4500 Shaktiman Vehicle through a 
supplementary project". 

41. Asked why a milling machine demanded by Factory 'My in 
July 1977 was not sadctioned when enhanced target of production of 
Shaktiman Vehicle was fixed and whether the machine was available 
indigenously, in reply the Department of Defence Production & 
Supplies have stated: 

"At that time an exercise for assessment of the consolidated 
requirement for augmenting the total capacitl was being 
came .  out and the provisioning of this particular machi- 
nery was not dealt with in isolation. Further. machine 
of fly wheel housing was not the only determining factory 
for increasing production of vehicles. 'I'hc machine was 
indigcnousty available." 



42. Audit Para points out that for asserlpbly with tanks f & c ~  'A' 
supplying equipment 'X' and 'Y' to factory 'B' from 196667 and 

1967-68 respectively. Against thc created apacity for 192 numbmi 
of each per mum, factory 'A,' actually manufactured only 75 quip 
ment 'X' and 64 equipment Y' on average per 81111um till 1975-76. 
The production was stepped up themafter to a level of 163 equipment 
'X' and 178 equipment 'Y' per annum from 1976-77. Xn October 
1977 the Director General Ordnance Factories decided to import 50 
numbers of each requirement to act as bufPer stock in view of steep 
rise in the targets at factory 'A'. 

43. Accordingly, Supply Wing of an Indian Mission abroad (SW) 
concluded a contract in May 1979 with this foreign firm 'C' for supply 
of the equipment by February 1980 at a total cost of £51,000 
(Rs. 9.48 lakhs). The delivery date was later extended to May 198 1. 

44. The Committee cSesirN to know if any dif6culty was faced by 
the factory to manufacture the equipment as per target fixed and whe- 
ther there was any proposal to further increase the production target 
of the equipment5 beyond the level already reached. In reply the 
Defence Production and Supply Department stated that "the capacity 
of the Factory (A) was 192 sets of various optical instruments per 
annum. No dii5culty was faced by the factory in meeting the target 
fixed. However, in view of lower production of Tanks at Factory (B) 
upto 1975-76, a part of the capacity 'in Factory (A) was diverted 
for manufacture of other sighting equipment required urgently by 
Defence Services. There was no proposal before the Factory (A) 
to further increase the production target beyond the level already 
reached. - 'Cm'v-7'"~ 

45. Asked about the reasons for import of equipment 'X' and 
'Y', the Secretary, Defence Production and Supplies stated before the 
Committee during evidence as under:- 

"Here also the basic question remains ~e same. I have tried 
b analysc it further and I have seen for my own satisfac- 
tion from 1966-67 upto 1984-8s the tank production on 
the one side and the production of these two equipmen@ 

on the other side to see whether this gap necessitates 
import. I find that in 1975-76, 197677 and 1977-78 
which are the years relevant for making an m n t ,  
the proihdion of equipment X was lawer than the p 
duction of tanks. In regard to equipment Y, in both tbe 



years 1916-77 and 1977-78, rimJPr positim o m  
'ihen the qUCeU0. YO% Ui Illy IIlDd- W m  utef 
b e y  were nDle to ~ n o g  a e  ~ ~ O Q U C U ~  of of to 

level of production ot the othor, why could not do 
it at that time? So I have been able to locate a Minute 
of the Meeting where the capacity of this OrdnaPEe, 
Factory, Dehra Dun, for productim of instn~ent8 was 
required to be utibed more for other instnrmcnls by the 
users than for this equipment. Of come, it was infer- 
usable. But if the priority would have been only for these 
two equipments, there probably would have been no need 
for import. Since a greater capacity was utilised for 
production of other things, they could not meet this re 
quirement, in this year. The two years production show 
that there is a gap between the requirement and the 
availability!' 

46. After acceptznce by the !W (Supply Wing) on wair831Q 
certificate furnished by the firm, 50 equipment 'X' W ~ T C  received by 
the factory in January 1982. Equipment 'Y' was received during 
September 1982 (40 numbers) and February 1983 (10 numbers). 
'The total cost of equipment was Rs. 11.10 lakhs (according to the 
'Ministry this included Rs. 1.66 lakhs erroneously charged as customs 
duty) and the import involved an extra expenditure of Rs. 8.58 Iakhs 
with reference to factory 'A' cost of production during 1981-82. 

47. The Committee asked whether the high cost of imported equip- 
ment. as compared to factory's cost of production was considered 
before deciding to hold buffer stock of 50 numbers of each of the 
equipments. In reply the Department of Defence Production and 
Supplies have stated:- 

"The decision to import the equipment was taken after consi- 
dering ali the pros and cons including tho cat aspect. Since 
the production was expected at that time to be stepped up 
fast at HVF, Avadi, the build up of some bu&r stock 
of the equipment 'X' nnd Y' was considad necessary." 

48. The Committee w m  also inform& in reply to a query that 
the equipments were imported into hdia on the basis d the wiuranty 
cextificatc given by the manufacturer m the Inspection Wing of, supply 
Mission in London as per clause 15(B) of tho coniiact. Asked 
.whether inspection of equipment 'X' and 'Y' was carried out by tfrt 



gspection Wing betore despatch, the Ministry stated: "since the 
quqments  were accepted by DGLSM, London based on the warranty 
certificate given by the Mmvfacturer, the question of carrying out 
du,msional or otha checks before despatch did not arise." 

49. The equipments were ordered when production programme 
was revised in 1977 . These were delivered in 1982. In this con- 
text, the Committee desired to know whether such delay was anticipated 
and if so was any effort made to produce then1 indigenously. The 
Department have replied: 

"The orders were placed on the iirm in an expeditious mannet 
in May 1976 and :upplies were expected by February 
1980 (after 9 months). Delay by the firm could not be 
apprehanded at the tlme of placement of orders. Later, 
since Factory (A) was able to maintain its production in 
relation to requirement of Factory (B) no further efforts 
were considered neceswry for developing additional indi- 
genous production sources. Also because the production 
of VIJAYANTA TANKS was tapering off, the require- 
ment for producing the cquipments in Factory ( A )  came 
down later on. Neither the delay in receipt of imported 
supplies nor reduction in requirements could be nntici- 
pated before May 1959 " 

Nos. of equipment 'Y' were received in September 1982 
and 10 Nos, in February 1983. Jnspection of these equipments com- 
menced during N~vember,~Decemher 1982 but completed only in 
April 1984. The Committee asked how it took such a long time. 
The Department in reply haye stated: 

"40 Nos. of equjyment 'Y' were received in September 1982 
and 10 Nos. in February 1983. The first batch of 
equipments were put up for fitment trials in October/ 
November 1982 and discrepancies were pointed out t o  
DGISM (SW) London. Since the firm desired 100 per 
cent check, the same was carried out subsequently and 
100 per cent pieces were returned to the firm in April 
1984. The time lag is due to clxrespondtnce between 
the Factory, the MiISM and the fim and 100 per cent 
dimensional Inspection at Ordnance Factory." 



51. The Committee asked when adequate installed capacity was 
available for production of equipments 'X' and Y', why i m p %  of 
these equipments was resorted to In October 1977 particularly when 
these equipments were required only to create a bufier stock. The 
Department of Defence Production & Supplies have stated:- 

"In order to meet the anticipated increase in production @ tanks 
at Factory 'B' the supply of instruments was under wnti- 
nuous review. The minimum stock had reached Zero 
levels during years 1976-77, 1977-78 and 1978-79. As 
a precaution against such stockouts and consequent hold 
up in the issue of completed tanks, it was considered pru- 
dent to make a provision of atleast 3 months stock as a 
buffer." 

52. The Committee enquired if the buffer stock requrrement of 
Equipment 'X' and Equipment 'Y' could not be met indigenously 
through utilising the production at factory. The Department replied:- 

"The requirements of Army of other equipments were show- 
ing an upward trend. Diversion of capacity to produce 
buffer s t o d  would have meant production of olher items 
at lower level5 which would have adversely affected the 
Army. Efforts were therefore made to meet the immediate 
requirements of the Army and to depend on import for 
building up buffer stock." 

53. When the Conlnlittee poiwed out that an extra expenditure of 
Rs. 8.58 lakhc; on imports of ~hese equipments could have been 
avoided by producing them indigenously, the Secretary, Defence Pro- 
duction and Supplies stated in reply: 

"There is no dispute on the point that had there been no 
imports, that much koreign exchange would have been 
saved." 

54. Thc Clomnliitee note that production targets at factory 'M' for 
productioe of Nissan Patrol Vebkles was fixed in July 1978 at 2WO 
numben per m u m  from 1979-80. Tbese targets were reviped in 
July 1979 to 2000 vehicic~ dn&g 1980-81. 2500 during 1981-82 and 
3000 vehicks each during the years 1982-83 and 1983-84. 'Ihe 
increase in targets, was it is Wed to be based on regukmcllf9 p& 
jecQa by the Amy. The w e r  targets fixed in July, 1979 wen later 
again revised downwards in October, 1980 to 1000 vehicles for 1980. 
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dhdpJba of d a m  t i  iden* dnelqrnrU of ~ ~ ~ l C r r t a  
of tb- Colamitdecs cCMsltlbQa PS. Pottoy li!d 

n n B e e d e d b y d r e G c n e r a l M a n o g ~ o f 2 O r Q u r n o e F ~ ] t t ~  
to n* dLe plYmdlue fdlowed for import of ftens in 

two C~mmhes is dihent. While in the case of Heavy 
Vehicles Factory, Avadi, it is practice to get clearance of the Technical 
Committee (wayant  Parts) before processing cases for import, at Ve- 
hide Factory, Jabalpur where tbe other Technical Committee headed 
by a Gemend M-er esisb, tbe import propasals are made by a tumn 
pf gfical/Production Officers and processed further with Ordnance 
Factory ltloard/Dcpartment of Defence Prodoction for b e  of sanction 
Pnd rth?ase of Mi exdauge. Ob- the Teebnical CommMa 
w h i d  is Rsponsibk for indigenisatiqn of vehich parts was not colllwl- 
ted in tbe m t  case. The Corn& are unable to comprehend why 
an P#ogetber diiFe~pnt proceQw is k k w e d  a6 Vehicle Factory, Jab& 
pnr for import of componeats and wby Technical Committee was md 

58. AwQber @wing case of fad@ plan* and lack ot ccrwdina- 
th rrbP.d bpt projection vis-a-vis indigenous ~vPilSMli(J 
of components of,vehicb at various lev% in the Deparbnent of De- 
fence Production &tnd Supplies has come to t& notice of the Com- 
mittee in thc coum of their ezamhtion. The taxget of pmducth 
for shaktiman vehicles at Factory 'M' was enhanced on 21 July, 1978 
to 4200 nnmbws but no corresponding action was taken 40 in- 
the machining capacity of tbe fadory for fly wheel housing. The factory 
h d  demanded a rninmg mrrcbhe as early as July 1977 to raise its mil- 
ling mparit?/ hilt tbe same was sanctioned in January 1982 onb ie.  
after foar and a half years. Meanwbh, tbe Fact- requested for impor( 
of 170C sets of finished Py wheel hodngp.. After 3 months a# p l a c e  
the orders in March, 1980 the Factarg reqecsted to defer/@ thr im- 
port as scaling down of tow for prodacakkl d vehkks under 
consideration of a high power tcam in vlew ot considerable fm@ 
exchange invoked in the p-t of colnpolwnts to meet h e  taw.  
Howaer. the Ordnmcc Factorks Board p.lleknd to lOOO*ts 
of Wished fly wheel honsimg: to bum up a bofkr and orden were 
p b ~ d  h, March 1980. T h e  Committee are dtrhCRRlCd 10 h d  that f n b  
to W a d B n g  machine and derlhe in the DrvJdnctl~~l of thcOsdaane 
F- during & pars 1970-79 rnod 1979-80 d s d  in irnoor( d 
~ ( ~ ~ ) ~ a t i t v . r ~ h e e l h d n m . ~ a r e h a t c a a v i n c d l * ~ *  
t a ~ r t n ~ t b c ~ c p r r l m ; c a f t b t h n p o r t o r d n m p b c s d f n ~ d ~  



59. Tbe more dirtffssirrg fact is UW tbt imported of 934 Oy 
housing costing Rs. 6.98 id& wbich we* received chufng 

Jaur~ry to March 1982 abgwitb another stock a[ 703 armrbcPs 
already imported remained unutilised for a long period. The present 
s k k d r o f ~ F l y - W B e e l H o s r a i n g s s i u A ~ , 1 9 8 5 r r c r s s l Q j b d  
b be 1317 (537 nnmber~ ex-import and 780 nnmbers ex-Ve- Fat- 
tory Jabalpur). . Judged in its entlnrety, the Comm#tee &d tBtrt oocnlty 
import of fly whed busing was not necessary. Tbg. are Bat hqpg 
with the Scatcemed made by the SeacQrg @P&S) ddng  evidearrc Lbrt 
I do not considdr imporb: a wrong thing. . ..In 1978 we W the 
problem d dW&g our smpb~~ foreign acbaage position." The Com- 
mitt- are distressed to find that import was resorted to in this case 
just to utilise the foreign exchange which was stated to be as ''smplrrs" 
This attitude is reprelmedble aad 005 coadodve to . . d 
components required by ttrt Defence. 



Paragraph 16 (ii)-Import at high cost due to delay in helop??u%t 
of indigenous sources 

62. A Technical Committee (TC) was set up in May 1971 at 
factory 'A' to establish indigenous source of manufacture and supply 
of components of a heavy vehicle. It was decided that, as far as 
possible, more than one source for such components should be deve- 
loped. Till 1974, there was no indigenous supplier for the item. 
The only source for this item was import. After investigations, the 
T.C. in 1974 located' a firm 'X' as a possible source for supply of 
Pannier bag tanks (a rubberished fuel tank for storage of diesel to 
run the heavy vehicle) . The DDS placed a development order on 
the firm in March 1975 for supply of 200 sets at the rate of Rs. 1 1 S O 0  
per set. The firm completed supplies in 1977. Thereafcr the follow- 
ing orders were placed on the film during October 1977 to January 
1981 : 

Januarv rq81 . . . . ( i)  214 tarks rear OS Rr. 3,510 racn 

(ii) 237 tankq rrzr NS Rs. 3,000 each 

(iii) 303 tanka front OS Ra. 4,047 each 

(iv) 231 tanks front NS Rs. 3,941 rach 
- - --- -- 

The firm completed the first two orders for 1,000 sets by March 
1979. Against the order of January 1981, the fim was to complete 
the supplies by February 1982. However, only 9 tanks rear N S  and' 
8 tanks front OS were received during February to April 1982. As 
fu*r supplies were not made and the firm was under lock out fro* 



Match 1982, the order on them was canwlled in April 1983 without 
any financial reprecussions on either side. 

63. Although more than one source of supply was expected to be 
established, no order, developmental or otherwise, was placed for the 
tanks during the 7 years till 1982 on any other supplier. Accmdhg 
to the Minktry of Defence (October 1984), it was decided to place 
an order on h n  'Y', a second source of supply. In reply to a ques- 
tion as to why no development order was p l a d  on firm 'Y' the 
Defence Supplies have stated that "firm 'Y' responded to their en- 
quiry for the first time on 17th July, 1978. In supply order could 
not be placd on the firm as the quantity earmarked for placement of 
orders on the tinn 'Y' was reduced by Directorate General Ordnance 
Services. The item is made of fabric material and has a shelf life 
of four to five years. Thus excess provisioning for the said item could 
not be resorted to". 

64, Only in 1982, a development order was placed on firm 'Y' 
for 200 sets at Rs. 15,906 per set at the total cost of Rs. 31.81 lakhs, 
but the firm failed to submit pilot samples and the order was can- 
celled in April 1984. 

65. The Audit para states that due to the failure of firm 'X' to 
supply pannier bag tanks against the order of January 1981 and 
failure to establish a second source of supply in item, the IGtory had 
to import the tanks from the original manufacturer and also obtain 
the same from the Army stock to meet its production targets for the 
heavy vehicle. Imports from the original foreign manufacturer were 
resorted to during the period from October 1982 to July 1983 for the 
following quantities: 

Rear OS . . . . 2 14 
Rear NS . . . . 237 
Front OS . . . . 303 
Front NS . . . . 23 1 

66. The total cost of imports was Rs. 94.69 lakhs (POB). As 
compared to the rate of firm 'X' the imports involved an extra expen- 
diture of Rs. 57.52 laEs. 

67. The Committee enquired about the action taken against the  
firm 'X' for its failure to supply by item resulting in costly imports. 
The Secretary Defence Supplies stated in evidence:- 

"They were locked out in March 1982. It is a force majeure 
clause and no cqmpensa~~n can. be claimed under thcr 



contract. But when they resumed production, W' 
agreed to execute the order on the old priceb" 

68. In a subsquent note furnished to the Cormnitbbe, the Dkpaa- 
m a t  of DP&S have stated as under:- . 

"No penal action was taken against the firm due to f0UOwin~ 
reasons: - 

(a) The supply order was a developmental order. 

(b) The firm had not at any stage refusa  to perfam the 
contract. They went on lock out in March, '82 con- 
sequent on continuous labour problems. 

(c) There was no other indigenous source of supply for 
the item. Hence the question or tisk purchase did 
not arise. 

(d)  After reopening in April, 1984, the firm was 'askeds to 
supply the item at the rates applicable against O&W 
placed in ~ a n u a r ~ , '  198 1. The firm agreed .and e x e  
cuted the order at the old price. 

69. Enquired if any legal advice was obtained in this regard, the 
witness replied: 

"Legal advice was not taken on this specific issue. But ~ W U  
if we had to resort to risk purchase, purchase from 
whom? There is no other source." 

70. The indigenous cost per set of' pannier bad tank against the 
last orders of December 85/ January 1986 vis-a-vis the last import 
order of July 1983 is as under:- - . --- ---- 
SI. I trm I r i c i i p ; r r ~ r > ~ ~ c  l m ~ o r t  cost 
No. Cost (in Rq.) 

(in RI.) 
- - . -- - . - - --- 

I FlW I I M I  Task Fuel Frat (near si&) , 6 ~ 9 1 -  @V. 28 

Cnsl per .Vl : 



71. The Committee are ooncertned to note that Technical C o w  
matee sdt up in May 1971 to ebsblish indigenow source of manuEacm 
Lure and supply of components for a heavy vehicle failed to develop 
more than one soarce for Pannier bag tanks. The solitary 80mCe 
developed in 1974 closed down in March 1902 when orders for the 
supply of Pander bag tank parts placed in January 1981 were pendiiug 
fur supplies. (lt is perturbing to note that though more (than one source 
of supply was expected to be established, no order developmentd or 
otherwise was placed for the tanks during the 7 years ending 1982 
on any other supplier. lBough another firm 'Y' had responded to an 
enquiry in duly 1978, no orders were placed on this firm'as the quan- 
tity earmarked for placement of orders on h i s  firm was reduced by 
Director General Ordnance Services. The Committee would like to 
h o w  why developmental or regular orders were not placed on this 
firm during 1978 to 1981, when supplies were obtained from firm X, 
lo  de~elop a second source of supply as bad been decided earlier when 
'l'echnical Committee was set up. 

72. l'he failue of firm 'X' to supply Pannier bag tanks against the 
order of January, 1981 and failure to develop indigenous source of 
supply resulted in import during the period October 1982 to July 1983 
of a total cost of Ks. 94.69 lakhs involving estra expenditure of Rs.57.52 
lakhs; The Committee take a serious note of t k  costly lapse. They 
would Like Ihc matter to be examined in depth to find out why more 
than one source for supply of Pannier bag tanks was not devebped. 
The Committee would like to be assured that faihtre to establish a 
second source of supply was not a deliberate attempt with s 0 ~ W  
ulterior motives on the part of those enbusted to develop indigen- 
sources of supply. 

73. It is also strange to note that the Department of Dellence 
Production and Supplies never contempktted any legal action against 
firm X for its failure to suppiy the item w h i i  resulted in costly imports. 
The justification for not taking any penal action has been given in 
terms of supply otder but a developmental one, the firm having deck  
cd lock out, no other indigenous murre ot supply lor the item bdaZ 
728 LS-3. 



available aBd the Brmon re-- sgneingtoeuppiy bre** 
the old prfce, This explmation i8 not convincing.at a13 because of the 
hct that legal advice on this spedflc issue was never sought. The 
~osnmitte6 dso understand that the ordetr wne not a developmental 
m r r s ~ ~ ~ P ) I ) C B d ) h l W l ~ t b e & r n h a d a ~ m ~  
lOOOsetsordeffd~in2Lotsof500setovpcbIn1~7Pnd1978~ 
lhere was dm no ground for the Birm to relwe the order or not to 
fulfill the same on reopening when the Department of Defence Produc- 
t i w a n d ~ w a s t b e s o l e ~ o f t h j s i e m .  TheCOrmnitteeare, 
W o r e ,  inclined to believe that it was deliberate l a p .  Tbey 
wo9)rl tikc that rebpons%bw for the lapse may be fixed. 

E. AYYAPU REDDY, 
Chairman, 

Public Accounts Committee. 



APPENDIX I 

Part 16-A widubk/ vrtnccessary Imports 

1 6. ( i) Unnecessary imports 

In July 1978 the targets for production of Nissan Patrol vehicles 
at factory 'M' were &td at 2,000 numbers per mum from 1979-80. 
The targets were revised in July 1979 to 2,000 vehicles during 1980- 
81, 2,500 during 1981-82 and 3,000 each during 1982-83 and 1983- 
84. The targets were later again revised downwards in October 1B0 
to 1,000 vehicles for 1980-81, 1,200 for 1981-82, 1,-800 for 1982-83 
and 2,000 for 1983-84. The reasons given for the downward nvi- 
sion that balancing plant and machinery to augment the production 
were not in position (these were actually sanctioned only in January 
1982) and foreign exchange was not available to supplement the 
shortfall between the requirements for higher targets and indigenous 
availability. 

Meanwhile, the factory decided (July 1979) to import 1,200 
driver's cabins from the foreign collaborator to meet the higher targets 
dixed in July 1979. The foreign collaborator was infwmed of 'the 
import in May 1980. After the targets were reduced in October 
1980, the factory requested (October 1980) the Ordnance Factory 
Baard (OFB) to drop the import as the indigenous suppRs were 
adequate. The collaborator refuscd to cancel the order but agreed 
to reduce the quantity to 400 cabins. The Ministry of Defeace, 
Ministry stated (November 1984) that a sales agreement concluded 
with the collaborator for import of certain components included the 
cabins but since the cabin was a simple item available indigenouslv 
and the import price was 4 times the indigenous price there was no 
justification for its import. The Ministry added that after a great 
real of persuasion the order was short-closed subject to payrnent of a 
compensation oc Rs. 1.77 1;ikhs to the collaborator on accihnt of 
the short-clmwe. 
L 

The cabins (401 numbers : Rs. 79.53 lakbs) were r d v a d  in 
tbe factory during July 1981 to February 1982. matching corn- 
ponent viz., clamp, cushion rubber, bumper hood, etc. for - 
cabins w m ,  however ordered by the factory during ~ ~ ~ f 9 8 t  



to February 1982 on indigenous firms and were received during 
March 1982 to May 1983. Out of 401 cabins imported, 31 1 num- 
bers (cost : Rs. 61 .68 lakhs) were lying in factory's stock a t  the end 
of August 1984. 

The landed cost per imported cabin was Rs. 19,832 against the 
cost of Rs. 4,631 per indigenous cabin. Unnecessary import of 401 
cabins resulted in extra expenditure of Rs. 60.96 lakhs. 

The target production of Shaktiman vehicles at factory 'M' was 
fixed (July 1978) at 4,200 numbers per annum. As a milling 
machine demanded by the factory in July 1977 was not sanctioned 
till then and. in the absence o i  the machine the factory's capacity for 
machining of castings for fly wheel housing was lin~ited to 4,000 
numbers pere annum, the factory requested the OFB ('December 
1979) to arrange for impoh of 1,700 sets of finished fly wheel hous- 
ing to meet the production target. The OFB stated (September 1984) 
that consolidated requirements of plant and machinery were sanc- 
tioned in January 2982 to meet enhanced requirement of 4,200/4,700 
vehicles per annum. 

After three months of placing the demand the factory requested 
the OFB in March 1980 to defgr drop the import as scaling down of 
the targets for production of vehkles were under consideration of n 
high power team in view of considerable foreign exchange involved 
in the procurement of componenis to meet the target. However, as 
per directives of the OFB an order for import of 1.000 sets of finish- 
ed fly wheel houing was placed (March 1980). 

Against the order, 934 fly wheels (Cost : Rs. 6.98  lakhs) were 
received (January to March 19823. As the targets for Sha-iman 
vehicles were meanwhile scaled down (October 1980)- to 3,300 
nirmbers ( 1980-81 ) 3,600 numbers ( 1981-82), 3,700 numbers 
(1983-84) and 3,800 numbers (1983-84), the whole stock along 
aith another 703 numbers of imported fly wheel housing already in 
stock of the factory was lying unused (August 1984). The import 
of 934 fly wheel housing (cost : Rs. 6.98 lakhs) was thus unneces- 
sary and it involved an extra expenditure of Rs. 2.77 l ~ k h s  as com- 
pared to the cost of indigenous component. The Ministry stated 
(November 1984) that the import was justified in the context of 
production programme at the time import action was taken and that 
the imported quantity proved as necessary cushion for production 
rquiremcnt. 



For assembly with tanks factory 'A' was supplying equipment 
'x' and 'Y' to factory 'B' from 1966-67 and 1967-68 respectively. 
Against the created capacity for 192 numbers of each per annum, 
factory 'A' actually manufactured only 75 equipment 'X' and 64 
equipment 'Y' on average per annum tin -1 975-76. The production 
was stopped up thereafter to a level of 163 equipment 'X' and 178 
equipment 'Y' per annum respec~ively from 1976-77. The Ministry 
stated (September 1984) that the full capacity at factory -&A' was 
utilisedb to achieve the output of different stores for which priority 
was given. 

In October 1977 the Director General, Ordnance .Factories 
decided to import 50 numbers of each equipment to act as buffer 
stock in view of steep rise in the targets at factory 'A'. Accordingly, 
Supply Winp of an Indian Mission abroad (SW)  concluded' a con- 
tract with a foreign firm 'C' (May 1979) for supply of the equipment 
by February 1980 at a total cmt of £51,000 (Rs. 9.43 lakhs). 
The delivery date was latcr extencied to May 1981. 

After acceptance by the SW on warranty certificate furnished by 
the firm 50 equipment 'X' wcre reccivcd by the factory in January 
1982. Equipment 'Y' was reccivcd during September 1982 (40 
numbers) and February 1983 1 10 numbers). The total cost of 
equipment was Rs. 11.10 lakhs (according to the Ministry this in- 
clude., R+. 1 .66 lakhs erroneously charged a% customs d u e )  and the 
import involved an extra expenditure of Rs. 8 . 5 8  lakhr with reference 
to factory 'A'\ cost of production during 1981-82. 

As equipment 'X' \{a\ found unacceptable (March 1982) in 
critical inspection in the factory. tile supplies wcre back loaded to the 
supplier (June 1982) for rectific:rtion at their cost. Of these 45 
i4cre rcccived back (March 1981) after rectification hut as they 
wcrc found to have certain other defect+ and the qupplier had agreed 
to accept the cost of rec4ification (egtimated cost : Rs. 0.34 lakfii. 
the rectification was being undertaken by the factory (August 19-84). 
Thc remaining 5 were under rcci4~t  (August 1984).  

During inspection of equip~ncn! 'Y' received in Sepxmber 1982 
dimensional discrcnmcy that coulE affect the fitment in the tank was 
observed (Noveniber 'December 1 982 ). Although the SW intimat- 
cd (Julv 1983) that the supplier had asked to complete inspection of 
all the 50 equipnient 'Y' and rc:urn onlv the over dimensional ones 
to them for repair. the inspection wnq completed only in April 1984 
and tee full supplies were hack Imded in k l a v  1984 to the su$lier 
for rectification. 



The capacity of factory 'B' and factory 'A' was evenly matched 
(200 : 192). While factory 'B' never achieved a higher figure than 
177 (1976-77) and production in that factory gradually came down 
to 133 in 1982-83, factory 'A' had fully met the programmes assign- 
ed to it and was capable of reaching the capacity. The import of 
equipment 'X' and 'Y' (cost: Rs. 11.10 lakhs) during IPS681 and 
1981-82 at an extra cost of Rs. 8.58 lakhs far creating a buffer stock 
was, therefore, unnecessary. Thz Ministry shted (September 1984) 
that the capacity of factory 'A' having been fully booked for the 
production of essential targetted items and there being higher pro- 
babilities of damages to the equipment, the creation of the buffer 
stock was considered prudent for easy l o w  during assembly 07 tanks. 

16(ii) Import at high cost due lo delay in development of iidigenous 
sources 

A Technical Committee (TC) was set up in May 1971 at 
factory 'A' to establish indigenous source of manufacture andl supply 
of components of a heavy vehicle. It was decided that, as far as 
possibk mme than one source for such components should be 
developed. 

Pannier bag tank is a rubberis4 fuel tank for storage of diesel 
to run the heavy vehicle. It consists of four fuel tanks one each for 
Tear and front offside (0s) and near side (NS). After investiga- 
tions the TC located (1974) firm 'X' as a possible source of 'supply 
for the tank. Based on the reconlmendations of the TC the Depart- 
ment of Defence Supplies (DDS) placed a development order -on the 
firm in March 1975 for supply of 200 sets at B e  rate of Rs. 11 ,m 
per set. The firm completed the supplies in March 1977. There- 
after following orders were placed on the firm during October 1977 
to January 1981:- 



The firm completed the first two orders for 1,000 sets by March 
1979. Against the order of January 1981, the firm was to complete 
the supplies by February 1982. However, only 9 tanks rear NS and 
8 tanks from OS were received during February to April 1982. As 
further supplies were not made and the firm was under lock out from 
March 1982 the order on them was cancelled in April 1983 without 
any financial repercussions on either side. 

Although more than one source of-supply was expected to be 
established, no order, developmental or otherwise, was placed for the 
tanks, during the 7 years till 1982 to place an order on firm 'Y' but 
as the requirements 04 tanks were subsequently reduced by the 
Army and the, quantity available for placement of an order was mea- 
gre, the order could not be pl.aced. Only in July 1982 a develop- 
ment order was placed on fum 'Y' for 200 sets at Rs. 15,906 per set 
(total cost : Rs. 3 1.81 lakhs), but the --firm fa i la  to submit pilot 
samples and the order was cancelled in April 1984. 

Due to the failure of firm 'X' to supply pannier bag tanks against 
the order of January 1981 and failure to establish a second source 
of supply in time the factory had to import the tanks from the origi- 
nal manufacturer and also obtain the same from the Army stock 
to meet its production targets for the heavy vehicle. Imports from 
the original foreign manufqcturer were resorted to during the period 
from October 1982 to July 1983 for the following quantities:- 
- -- ------. - - ---- 

Rear OS . . . . . . . . .  ,214 

Rear . . . .  . . .  . . .  237 

The tetal cost of imports was Rs. 94.69 lakhs (FOB). As com- 
pared to the rate of finn 'A' tho irmperts involved a~ extra expendi- 
uro ef Rs. 57.52 lakhs. 
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I 51 Lkfcnrr PI-tductioi~ The Committee note that production targets at factory 'M' for 

~ I K I  Sq)pIivs production of Nissan Patrol Vehicles was fixed in July 1978 at 
2000 numbers per annum from 1979-80. These targets were re- 
vised in July 1979 to 2000 vehicles during 1980-81, 2500 during g 
I98 1-82 and 3 0  vehicles each during the years 198'2-83 and 1983- 
84. The increase in targets, was it is stated to be based on require- 
ments projected by thk Army. The higher targets fixed in July, 
1979 were later again revised dounwards in October, 1980 to l m  
vehicles for 1980-8 1,  1200 vehiclcs for 1981-82, 1800 for 1982-83 
and 2000 for 1983-84 because the balancing plant and machinery to 
auFment production were not in position and foreign exchange was 
also not available for the bridging imports to meet the requirements 
for higher targets and indigenous availability. The Committee are 
perturbed to note that no balancing plant and machinery to augment 
production facilities were installed when it was decided to raise pro- 
duction targets. The Camn1i:tee are surprises to observe that instead 
of fixing the taryet$ of production on the bask of production capacity 



available or planed to bc augmented, targets were earlier fixed un- 
realistically on demands only and :hereby game of numbers was in- 
dulged into. Such unrealistic attirude in the fietd of Defence Supplies 
is highly deplorable. Instead, a higher target for NissG Patrol 
Vehicle was decided upon with cxpctation of @ling increased indi- 
genous supply and import support during intervening period. Even 
though exercises in identifying b4:lncing piant and machineries began 
in 1978 on a piece meal basis, a comprehensive project proposal 
covering all requirements of balancing plant and Machinery to achieve 
a production level of 9000 to 10.000 vehicles per annum was propos- 
ed in November, 1980. The project was finally sanctioned in Jan- 
uary 1982 i.e. after a period of three and a half years. The Com- 
mittee regret to note that this has happened in spite of their'earlier 8 
recommendation contained in  their 109th Report (6th Lok Sabha) 
presented to Lok Sabha on 22 December, 1978 recommending in- 
duction of additional items of balancing equipment. This is highly 
deplorable. The Committee view the delay of three and a half years 
in sanctioning balancing plant and equipment at factory 'M' with 
wious concern. In view of thz above mentioned facts the delay 
cannot be justified in ternls of scaling down of target in the Vehicles 
Production Review Meeting of 1980. The Committee find that 
becauge oE the anticipated delay in raising the production facilities, 
the user department i.e. the Department of Defence preferred to 
meet their requirement from private sector. The Committee fail to 
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understand why all aspects; raisiag' production and time frame of 
works required to implement it was not discussed in the joint meet- 
ings of producers and users. This is a sad commentary on project 
planning. 

a 55 Dcfence Production & Supplies The Committee find that there had been lack of proper planning 
and coordination between Departmenkj of Defence and Defence Pro- 
duction and Supplies in demand projections. While on the one hand 
it was decided to produce the vehicles through orcance factories, on 
the other, it was decided to procure them from private sector rGuTt- 
ing in wasteful and infructuous expenditure, lack of efforts to raise 
indigenous production of imported items, too frequent resort to imports %f 
and dela); and foreign exchange expenditure. The Department of 
Defence Production and Supplies ordered import of 1200 drivers 
cabins which is stated to be a simple item from a foreign collaborator 
to meet the higher production targets fixed in July 1979. Later on, 
when targets were reduced in October, 1980, the factory requcstcd 
the Ordnance Factories Board to drop the import as the indigenous 
supplies were adequate. The collaborator refused to cancel-b order 
but agreed to reduce the quaaity to 400 cabins. 

400 drivers cab'i were imported at the cost of Rs. 79.53 la& 
in July 198 1 to February 1982. The landed cost of imported cabin 
was Rs. 19832 against the indigenpus cost of Rs. 4631 per cabin i.e. - 



more than four times. It has been stated that indigenous availability 
of cabins from the only source that was available was much-T& than 
the total projected requirements. It  is perturbing to note that the 
Department of Defence Production had depended 05 a single source 
for supply of vital defence components contrary to the instrGctions in 
this regard. The matching components, viz., clamp, cushion rubber, 
bumper-hood etc. for the these cabins ordered on indigenous fmns 
during December 198 1 to February 1 982 were received during 
March 1982 to May 1983. As the cabins imported w&e as pix 
design of the foreign manufacturer, these could not be fittea on the 
indigenous chasis and as such expenditure of Rs. 584 per cabin had 
to be incurred on additional fittings to mount the cabins on the chasis. 
The Committee fail to understand why our requirements were not 
specified to the manufacturers to while importing cabins as per our 
requirements. The cost of indigenous components was Rs. 5841- 
per cabin. Out of the 400 cabins imported, 31 1 numbers costing 
Rs. 61 .68 lakhs were lying in factory's stock at the end of A~ugu~t 
1984. The Committee are perturbed to hole that unnecessary im- 
port of cabins resulted in an extra expendhre of Rs; 60.96 lakhs. 
Not only that, the cabins imported at such a high cost remained 
unutilised during 1981-82 and 1982-83, but also 53 cabins still re- 
mained unutilised at the end of March 1986. While sharing Cm- 
mittee's concern over non-utilisatwn of the cabins for a long time, 
the Secretary, Defence Production and Supplies during evidence 
stated that "the additional quantity arranged through import was not 
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immediately required for use because the original requirement of 
more number of vehicles was reduced." The non-utilisation of im- 
ported cabins for such a long time raises a doubt in the mind of the 
Committee, if the requirement of the Department for this equipment 
was really so urgent as to necessitate its immediate import rather than 
wait for its development by indigenous souras. The Cornmitt% 
cannot but express their anhappiness at this heavy extra expenditure 
of RF. 60.96 lakhs due to in-accurate conception in the Dpartment's 
planning and requirements. 

W 
Q) 

4 57 Drfhrc. Prcdr~r~iolr & Supplir.; The committee note that the Department of Defence Production 
* and Supplies have constituted a number of Committees for various 

disciplines of stores to identify development of sources for items for 
indigenisation of these Committees constituted at factory-level 
are headed by the General Managers of 2 Ordnance Factories. 
It is surprising to note that the procedure followed for import of items 
in these two Committees is entireiy different. While in the case of 
Heavy Vehicles Factory. Avadi, it it; a practice to get clearan& of 
the Technical Committee (Vijapact Parts) before processing cases 
for import, at Vehicle Factory J:\halpur where the other Technical 
Committee headed by a General Manager exists, the import propcisals 
are made by a team of Technical Production Officers and processed 



further with Ordnance Factory Board/Depamflent of Defence Pro- 
duction for issue of sanction and rdease of foreign exchange. Obvi- 
ously the Technical Committee which is responsible for indigenisation 
of vehicle parts was not consulted in the ins:ant case. The Committee 
are unable to comprehend why an altogether different procedure is. 
followed at Vehicles Factory, Jab~lpur  for import of components and 
why Technical Committee was not consdied there. 

Another glaring case of faulty planning and lack of coordination 
with regard to import projection vis-a-vis indigenous availability of 
components of vehicles at various levels in the Department of Defence 
Production and Supplies has come to the notice of the Committee in 
the course of their examination. The target oT production for Shakti- w 

r3 man vehicles at Factory 'M' was enhanced on 21 July 1978 to 4200 
numbers but no corresponding action was taken to increase the 
machining capacity of the factory lor fly wheel housing. The factory 
had demanded a milling machine as early as July 1977 to raise its 
milling capacity but the same war sanctioned in January 1982 only 
i.e. after four and a half years. Meanwhile, the Factory requested 
for import of 170C sets of finished fly wheel h0usin.g. After 3 
months of placing the orders in March, fBO?heTactoi j  requested 
to defer/drop the import as scalins down of targets for prdauction of 
vehicles was under consideration of a high power team in view of 
considerable foreign exchange involved in the procurement of compo- 
nents to meet the target. Howevcr, the Ordnance Factories Board 
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-preferred to import 1000 sets of finished fly wheeT homing to built 
up a buffer stock and orders were placed in March 1980. The Cm- 
mittee are distressed to find that failure to instal a miling machine 
and decline in the production of the Ordnaace Factory during the 
years 1978-79 and' 1979-80 resulted in import of 1000 sets of fly wheel 
housings. They are not convinced with the plea taken by the Depart- 
ment that import order was placed in view of the fact that for this 
item, the only indigenous source was vehicle Factory Jabalpur whose 
capacity was limited and import was necessary asan  insurance against 
stoppages in indigenous productiun and to provide a cushion. The 
Committee strongly disapprove of this approach of building bulTer 

- stock of inventories by resorting to imports at higher costs and 
spending precious foreign exchange when indigenous capacity is 
already available in the country and could be augmented easily by 
installing balancing plant and machinery. 

6 . 5 Defenec Production & Supplies - The more distressing fact that the imported stock of 934 fly 
wheel housing costing Rs. 6.98 lakh which were receivld during 
January to March 1982 alongwith another stock of 703 numbers 
already imported remained unu:ilised for a long period. The present 
stock of Machined Fly Wheel Housing as in August, 1985 was 
stated to be 1317 (537 numbers ex-import and 780- numbers ex- 
Vechicles Factory Jabalpur ). J a d g d  in its entirety, the Committee 



find that costly import of fly whed housing was not neoessary. They 
are not happy with the statement made by the !%rekuy ( D P a )  
during evidence that "I do not consider imports a wrong thing. . . . . . 
In 1978 we had the problem of ulilising our surplus Toreing exchange 
position." The Committee are distressed to find that import was re- 
sorted to in thi&me just to utilise the foreign exchange which was 
stated to be as "surplus". This attitude is reprehensible and not 
conducive to indigenisation of wn~ponents required by the Defence. 

Similarly the Committee find that 50 numbers each of the equip- 
ment X' and 'Y' imported to act as buffer stock proved unnecessary 
invobing extra cost of Rs. 8.58 ldhs  in foreign currency even though 
sufficient installed capacity was already in existence at Factory A. 
Import of these equipments has been justified on the ground that pro- 
duction of Tanks with which equipment X and Y were fitted at Factory 
B was expected to be stepped up and a part of the capacity of the 
Factory A was utilised to produce other sighting equipments required 
urgenfly by Defence Services. The CFmmittee find this explanation 
hardly convincing as they find that production of tanks at Factory B 
has all through since 1977-78 to 1984-85 been lagging behind the 
production of X and Y equipment at Factory A. 

It is shocking to note that the factory A wanted import of quip- 
ment X and Y in 1977, but the same was ordered after more t&n 2 
years in May, 1979 while the deliveries were made in 1982. More 
distressing is the fact that equipment Y received in 2 sets of 40 and 
- -- ----- -A - 



10 numbers in September, 1982 and February, 1983 was returned to 
manufacturers in May 1984 after i~spection in April, 1984 for recti- 
fication of defects. The Committee strongly feel that with better 
planning buffer stock of 50 numbxs of equipment X and Y could 
have been built by raising the level cf production at Factory A suitably 
over a period of time. Thus, unnxessary imports of these equipment 
could have been avoided and as admitted by the Secretary ( D P ~ ~ S )  
during evidence, much foreign exchange would have been saved U d  
there been no imports." 

9 71 Ilcfetlce Productiml Pr Supplirs The Committee are concerned to note that Technical Committee A 

set up in May 1971 to establish indigenous source of manufacture and 
supply of components for a heavy vehicle failed to develop more than 
one source for Pannier bag tanks. The solitary source developed in 
1974 closed down in March 1982 when orders for the supply of 
Pannier bag tank parts placed in January 198 1 were pendibg for sup- 
plies. It is perturbing to note t i l ~ t  though more than one source o f  
supply was expl~cted to be established. no order developmental or  
otherwise was placed for the tanks during the 7 years ending 1982 
on any other supplier. Though dllother firm 'Y' had responded to an 
enquiry in July 1978, no orders were placed on this firm as the 
quantity earmarked for placemen: uf orders on this firm was reduced 
by Director General Ordnance Sei-vices. The Committee would l&e 



to know why developmental or rcgular orders were not placed on this 
firm during 1978 to 1981, when supplies were obtained from firm X, 
to develop a second source of supply as had been decided earlier when 
Technical Committee was set up. 

The failure of firm 'X' to supply Pannier bag tanks against the 
order of January, 1981 and failure to develop indigenous source of 
supply resulted in import during the period October 1982 to July 
1983 at a total cost of Rs. 94.69 lakhs involving extra expenditure of 
Rs. 57.52 lakhs. The Committc~, take a serious note of the costly 
lapse. They would like the matter to be examined in depth to find 
out why more than one source for supply of Pannier bag tmks was not 
developed. The Committee would like to be assured that failure to * establish a second source of supply was not a deliberate attempt with 
some ulterior motives on the part cf those entrusted to develop indi- 
genous sources of supply. 

-1)0- It is also strange to note that the Department of Defence Produc- 
tion and Supplies never contemplated any legal action against firm X 
for its failure to supply the item which resulted in costly imports. The 
justification for not taking any penal action has been given in terms 
of supply order but a developmental one, the firm having declared 
lock out, no other indigenous source of supply for the item being 
available and the firm on re-opening, agreeing to supply the order 
at the old price. This explanation is not convincing at all because 
of the fact that legal advice on this specific issue was never sought. ____ .-- -I____ - _ -  - - _ - -- -- --- - - ---- 



Ti= Committee also understand that the or& was not a developmental 
one as the same was placed in 198 1 when the firm had already supplied 
1000 sets ordered earlier fn 2 lots cf 500 sets each in a977 and 1978. 
There was also no ground for the tirm to refuse the order or not to 
fulfil the same on reopening when the Department of Defence Pro- 
duction and Supplies was the sole user of this item. The Committee 
are, therefore, inclined to believe that it was a deliberate lapse. They 
would like that responsibility for the lapsemay'be fixed. 

- ----- - - --- 




