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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised by
the Committee to submit the Report on their behalf present this
Thirty-ninth Report on the Ministry of Defence.

2. The Report embodies the conclusions of the Committee on the
Bharat Electronics (Private) Limited, Jalahalli, Bangalore.

3. The Committee wish to express their thanks to the Officers of
the Ministry of Defence for placing before them the material and
information that they wanted in connection with the examination of

the estimates.
BALVANTRAY G. MEHTA,

Chairman, Estimates Committee.
NEw DELHI;

The 5th December, 1956.

(iv)
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INTRODUCTORY
(a) Origin and growth of electronics

Electronics, the branch of electrical engineering which deals with
Radio valves originated in 1904 when the Triode was invented. The
first world wur saw the applicatign of this invention to wireless and
when in 1922 the British Broadcasting Corporation was formed,
wireless came to be recognised as a medium of mass entertainment.
Gradually, new inventions brought in the radio-gramophone, the
photo-electric cell which facilitated the making of a talkie film and
television. It was not, however, until the invention of radar, which
played a very important role in the defence of U.K. in the last war,
that it was realised that electronics had uses other than in entertain-
ment.  Thus, electronics came to maturity in the second war and by’
the time the war was over, it had been recognised as a very potent
force with vast potentialities. Since then it has found further scope
in several directions, particularly in nuclear research, electrotherapy,
air-navigation, machine tool industry and defence industries and in
advanced countries it has even begun to displace man-power by
automation. The electronics industry has become so diversified and
important that today in U.K. it employs about 2,00,000 workers, who
ire distributed among some 225 companies of varying descriptions
and sizes which are responsible for production worth more than
£200m. of which exports alone amount to about £ 35m. Of these,
Acronautical Engineering and Defence work account for a substan-
tial part of the output of the Industry.

(b) Position in India in 1948

2. It was not until 1948, however, that the question of establishing
an electronics industry in India wgs considered either by the Govern-
ment of India or by private enterprise, even though it is a very basic
industry in the modern communications system, and all the require-
ments of wireless and electronics equipment needed in the country
were wholly met through imports.

3. The figures below give the value of wireless equipment import-
ed into India in various years prior to 1948 and after:—

Year Value in Rs.
193%-39 33.85,967
1947-48 3,61,47,820
1948-49 1,25,76,323

1949-50 1,49,66,324




Year Value in Rs.
1950-§1 1,37,93 432
1951-52 2,05,90,181
1952-53 1,49,90,589
1953-54 1,18,43,152
1954-55 1,22,45,551
1955-56 2,08,90,369

[The values shown above do not include customs and other import
duties, which on an average amount to about Rs. 50 to 60 lakhs per
year.]

The above figures and the fact that in the very important field
of communications, the country had to depend exclusively on foreign
countries for basic requirements, illustrate how important and urgent
.it was to establish expeditiously an electronics industry in India.

4. The Government of India, in their Resolution on Industrial
Policy dated the 6th April, 1948, announced the industries reserved
by the State to itself for exclusive development. The industries men-
tioned therein include the manufacture of Defence equipment and
wireless apparatus (excluding radio receiving sets). The Government
carries, therefore, a heavy responsibility to establish a sound wireless
-and electronics industry in India on which future expansion can be
based so as to attain in the near future a measure of self-sufficiency
in this vital equipment of strategic importance.

(c) Appointment of Exploratory Committee

5. The late Ministry of Industry and Supply set up an Exploratory
Committee in May, 1948, composed of the representatives of the
principal users of wireless equipment to advise Government on the
steps to be taken to establish an electronics industry in this country.
The Exploratory Committee consisted of the following:—

(1) Dr. J. C. Ghosh, Director-General of Supply.
(2) Secretary, Department of Scientific Research.

(3) Chairman, Radio Research Institute of the Council of
Scientific & Industrial Research.

(4) A representative of the Ministry of - Defence.
(5) Chief ,Engineer, A.L.R.

(6) Director of Communications, D.G.C.A.
(7) The Director-General of Observatories.

(8) A representative of the Department of Posts and
Telegraphs. ~

(9) Scientific Adviser to the Ministry of Defence.
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(10) A representative of the Ministry of Industry and Supply.
(11) A representative of the Ministry of Finance. '
(12) Dr. H. J. Bhabha; and

_(13) Prof. M. N. Saha.

6. The Exploratory Committee addressed letters to 15 foreign
firms of international repute in the electronics field, enquiring whether
they would be prepared to collaborate with the Government in manu-
facturing wireless equipment in India. Only four firms showed interest
to start with and ultimately only two of the firms addresscd. namely,
Messrs. Marconi Wireless Co., U.K. and Compagnie General-de-Tele-
graphic Sans Fil (C.S.F.), France, were considered suitable as only
they had shown sufficient interest in the establishment of the project.
These two firms were then invited to submit detailed Project Reports
tor establishing wireless industry in India. The Project Reports were
received in March 1950 after which a Technical Sub-Committee was
appointed by the Exploratory Committee to examine them and to
recommend which of the two could be invited for obtaining neces-
sary assistance. The Technical Sub-Committee consisted of the
following:

(1) Shri B. V. Baliga, Chief Engineer, All India Radio.

(2) Dr. N. B. Bhatt, Senior Scientist (Engineering). Detcnce
Science Organisation, Ministry of Defence.

(3) Col. P. N. Luthra  Deputy Director of Signals, General
Staff Branch, Army Headquarters.

(4) Group Capt. E. C. Passmore, Director of Signais, Air
Headquarters, New Delhi.

(5) Dr. M. B. Sarwate, Director of Communications. D.G.
C.A., New Delhi.

(6) Dr. P. K. Kapre, Development Officer (G. & E.), D. G.,
I. & S., New Delhi—Convener.

7. The Technical Sub-Committee reported on the 27th Septem-
ber. 1950, recommending collaboration of the French firm in preference
to that of Messrs. Marconi & Co., in view of certain considerations
which the Committee will have occasion to refer to when discussing
the Agreement entered into with the C.S.F. The recommendation was,
however, subject to the condition that the representatives of the Army
and Air Force Signals should visit the C.S.F. Organisation to find out
whether the C.S.F. had the necessary experience for manufacturing field
type and other equipment to meet the defence service requirements.
The Committee understand that the representatives of the Army, Na
and Air Force Signals visited the C.S.F. in April, 1951, and sub-
mitted a report containing their observations but without any specific
recommendations. The delegation was not impressed by the tempo of
the design and development in the C.S.F., but was favourably impress-
ed. by the standard of manufacture which showed excellent workman-
ship and finish equal to any other firm.
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(d) Assessment of requirements and negotiations

8. The project was transferred from the late Ministry of Industry
& Supply to the Ministry of Defence in August, 1951, as a result of
the recommendation of the Planning Commission. At that stage, as
three years had elapsed since the initial Project Report was asked for,
1t was felt that the requircments, on the basis of which the project was
to be worked up, should be re-scrutinised, as there might have been
changes in the requirements of the principal user departments. As a
result, all Ministries of the Government of India concerned in the matter
were asked to statc again their anticipated requirements for 6 or 7
years. These requirements were then studied by experts to cnsure a
certain amount of standardisation and finally a case was put up to the
Defence Committee of the Cabinet in June, 1952, giving a comple-
hensive evaluation of the two rcports and asking their approval in
principle to the early establishment of the wireless industry in India,
in collaboration with the C.S.F. The proposal was accepted by the
Cabinet at their meeting held on the 5th July, 1952.

9. Further negotiations were then entered into by the Defence
Ministry with the C.S.F. and after considerable preliminary negotia-
tions which were stated to be nccessary because the original Project
Report did not go into details of what commission, licence fee, etc.
they would charge, an agreement for obtaining collaboration and
assistance of the C.S.F. for a period of 10 years from the Ist January,
1953 was finally signed with the firm in December, 1952 for the
establishment of the project in India.

(e) Formation of the B.E.L.

10. In order to progress the work connected with the project, a
cell was initially created in the Ministry of Defence to carry on
preliminary work and to arrange for the procurement of machinery
and equipment and for the construction of buildings, etc., for the
factory. The next important step was taken by the Government on the
21st April, 1954 when the Bharat Electronics (Private) Ltd. was
formed as a limited concern with an authorised capital of Rs. 10
crores which was to be subscribed only by the Government of India.
The work connected with the project was transferred by Government
in May, 1954 to the Bharat Electronics L.td. The Committee hope
that the formation of a limited company to execute the project would
give considerable scope for decentralisation of authority and for adop-
tion of business-like methods with a view to expeditious conduct of
work and production and that it would not merely become an adjunct
or a subordinate organisation of the Ministry of Defence.

11. The fundamental objectives of the B.E.L. might be summaris-
ed as follows:—

(a) to design, develop and progressively manufacture elec-
tronics equipment such as transmitters, trans-receivers,
oscillators, amplifiers and radar X-ray machines, sur-
gical, medical and other appliances and instruments
intended for electro and other therapy treatment; and
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(b) to undertake manufacture of specialised electronic  com-
ponents, including valves.

12. With the establishment of the Bharat Electronics Ltd., it might
be said that the foundation of an electronics industry in the country
has been laid. The Company has been established primarily to meet
the requirements of Government Dcpartments and undertakings but
it is the intention of Government as well as of the B.E.L. to expand
the production for meeting the requirements of non-governmental con-
cerns also, particularly in the matter of valve manufacture.

13. There is yet another aspect of the cstablishment of Bharat
Electronics which the Commniittee would like to refer to. It will require
a variety of raw materials and components in its manufacture pro-
gramme and it might no: be practicable and economical for the B.E.L.
to undertake the manufacture of every one of them. Conscquently,
the establishment and development of subsidiary industries, which
would feed the B.E.L. particularly in its requirements of raw materials
and components are of great importance if the country is to become
self-sufficient in all respects. Thus an extensive scope exists for the
development in the country of industries manufacturing the various
raw materials and components required in the electronics industry.
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AGREEMENT WITH THE CS.F.

(a) Advantages and disadvantages of the C.S.F. Project Report

14. The Technical Sub-Committee which had examined the Pro-
ject Reports submitted by Messrs. Marconi Wireless Co. and the C.S.F.
had recommended the assistance and collaboration of the C.S.F. in
view of the following advantages of the C.S.F. Project:

(a) the programme of production was flexible;

(b) self-sufficiency was reached earlier and to a greater degree
because of the flexibility in the manufacture of equip-
ment and inclusion of manufacture of larger number of
components and receiving valves as well as glass

required for the valves;

(c) quicker expansion and higher production was aimed at;

(d) Indianisation of the factory was obtained earlier;

(e) export of equipment manufactured by the Indian factory
to neighbouring countries would be favourably consi-
dered; and

(f) a smaller number of personnel was required for equal
production.

At the same time, the Sub-Committee had pointed out that the
C.S.F. Project had the following defects:

(a) an over-optimistic evaluation of the raw material and
components potential of the Indian market was

assumed;

(b) an over-optimistic potential of skilled workers in India
was assumed; and

(c) the capability in regard to the manufacture of specialised
equipment for the Defence Services was not fully

brought out.

It would thus appear that the recommendations of the Technical
Sub-Committee in favour of collaboration with the C.S.F. was based
on a number of assumptions and also took cognisance of a few defects.
While the Committee consider it too early to judge the extent to which,
the assumptions made while recommending the acceptance of the
C.S.F. Project will prove correct, they cannot over-emphasise the
necessity of watching that the assumptions made do not go wrong and
are constantly kept in sight and also that the defects are made good as

far as possible.
6
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I5. The Committee were surprised to find as mentioned in para
8 that the case for collaboration with the C.S.F. was put up to the
Cabinet for approval, even before ascertaining the commission, license
fee, etc. which the two firms in question would charge, and conse-
quently without giving a comparative evaluation of this aspect. .

16. The Committee understand that the representatives of the
Defence Services who visited the C.S.F. in 1951 reported that during
the war years, the C.S.F. group of factories had suffered a set back
and that as a result, it would take them some time to catch up with the
progress in the U.S.A. and U.K. They had also reported that the
French Armed Forces were being re-equipped with the American and
British Radio equipment and, where new equipment was being pro-
duced, the U.S.A. designs were being copied under license. Further,
the Committee understand that wireless equipment manufactured by
the C.S.F. which is also to be manufactured in India under license
under the Agreement, was not in use in the principal user departments
in India. This would mean that the users would have to handle a new
type of equipment of which they had no previous experience. The
Committee were, however, assured by the Defence Secretary that the
equipment manufactured by the C.S.F. was put through a very severe
test by the users as well as by the Technical Development Establish-
ment and was accepted by them and that consequently there might be
no difficulty in changing over from the type of equipment now in use
to that manufactured by the B.E.L.. They trust that in view of the
tests carried out earlier, the users will not actually experience any

difficulty during and after the change over, a process which has just
begun.

(b) The Agreement

17. As mentioned earlier, the Government of India entered into
an agreement with the C.S.F. in December, 1952 for obtaining their
collaboration and assistance for a period of 10 years from the 1st
January, 1953 in the establishment of a wireless and electronics in-
dustry in India. The Agreement is reproduced in Appendix 1.

18. The Committee realise that negotiations with a foreign firm
for the establishment of an industry of which neither the Government
nor the country had any previous experience, would involve protract-
ed discussions in the matter of settlement of production programme,
terms for assistance and collaboration, etc. However, they consider
that the 44 year period which elapsed after the initiation of action for
the establishment of the industry until the final signing of the Agree-
ment and during which imports of electronics equipment continued
to be made at the rate of Rs. 2 crores a year, was more than was
strictly justified. They are of the opinion that in such matters more
business-like methods should be adopted and no efforts should be
spared to expedite the progress of the negotiations and discussions
with the firm whose collaboration and assistance is to be obtained.
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(C) Services to be rendered by the C.S.F.
19. The assistance and services to be rendered by the C.S.F. under
the Agreement may be summarised as fqollows:—

(1) Service and assistance in the construction of buildings of
the factory in the form of preparation of site plans,
over-all layouts and plans for buildings, etc.

(ii) Service and assistance of the following description for
the purchase and installation of the equipment:—

(a) drafting of the exact specifications of the machine tools
and other equipment,
(b) finding suppliers and submitting the enquiry to them;

(c) submitting to the Government for approval the choice
of suppliers;

(d) assisting the Government in regard to inspection of
the equipment; and
(e) assistance in the supervision of the installation of the
machinery;
(iii) Technical and industrial assistance:

(a) making available the necessary technique, “know-how™.
etc. including details of raw materials necessary to
run the factory;

(b) training of technical personnel in India;

(c) setting up of a training school for the above purpose;
and

(d) setting up of the research, design and prototype deve-
lopment section for the factory;

(iv) Training selected Indian personnel in its own factories
in France.

(d) Payments to the C.S.F.

20. The following sums are to be paid to the C.S.F. for the
various services and assistance mentioned above;—

(a) Rs. 1 lakh for submitting the Project Report;

(b) £15,000 for the service referred to in para. 19(i) in
instalments;

(c) £67,500 for the service referred to in para. 19(ii) in
instalments;

(d) Rs. 2 lakhs for services relating to the items (b) and (c)
mentioned above, rendered in India;

(e) £ 2,49,375 spread over a period of 9 years for provid-
ing services and assistance in respect of the technical
know-how of the production programme; and

(f) Rs. 6,75,000 spread over the period mentioned in (e)
above.
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Thus, the total payments to be made to the C.S.F. wi .1 amount to
about Rs. 53 lakhs, spread over a period of 10 ycars.

21. In addition, the C.S.F. has to be paid royalties at a graded
rate depending on the actual production, for manufacturing under
licence, equipment patented by the C.S.F. in France. Assuming that
the full production targets mentioned in Schedule Il of the Agrec-
inent are observed, the extent of r::}'ultjes would roughly amount to
nearly Rs. 42 lakhs during the period of the Agreement upto 1962.

22. The actual payments made to the C.S.F. so far amount to
Rs. 18.45 lakhs. the details of which are shown in the statement a
Appendix 1.

(e) Assistance in the construction of buildings

23. The assistance of the C.S.F. in the construction of the buildings
of the factory, includes preparation of site plans, over-all layouts of
the buildings, etc., for which a sum of £ 15,000 is to be paid to the
C.S.F. The Committee understand that apart from the actual execu-
tion of the construction work which was to be and is being done by
the Government construction agency. the entire planning had to be
got done exclusively by the French concern as only they knew how
many workshops the factory would have, what the size of each would
be and what the location of the various plant and machinery would be
and that consequently the preparation of site plans. etc. by any other
‘agency would not have been realistic and might have even caused
difficulties. The Committee agree that there were special reasons on
account of which the assistance of the French concern had to be
obtained even in the preparation of plans and design of the factory
but they would recommend that, in future, in similar cases, Indians
might be associated even from the start in the designing etc. of the
factory buildings so as to enable them to get the necessary experience
which would undoubtedly prove valuable.

(f) Assistance in the purchase of machinery

24. The services and assistance of the C.S.F. in the purchase of
machinery and equipment, inter alia, include (i) finding suppliers and
submitting the inquiry to them, (ii) examining and discussing tender
with suppliers and Government and (iii) submitting to the Govern-

ment for approval, the choice of suppliers and other related matters.
" For these and certain other items mentioned in para 19 (ii), a sum of
£67,500 is to be paid to the C.S.F. Accordingly, the Company did
find potential suppliers, make inquiries and recommendation to
(GGovernment regarding the purchases but it was decided to obtain the
machinery and equipment after calling for tenders through the India
Stores Department, London, instead of placing the orders on the firms
recommended by the French company. While the. Committee are glad
to observe that the agency of the India Stores Department, London
was and is being utilised by the B.E.L. for the purchase of their plant
and machinery abroad, they feel that the Agreement when drafted
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should have taken note of the existence of this agency for effecting
purchases and that some of the clauses mentioned above need not have
found place in the Agreement.

(g) Assistance by the C.S.F. Personnel

25. For the purpose of facilitating the successful performance of
its obligations under the Agreement, the C.S.F. has maintained two
full-time officers with the B.E.L. in India, one of whom has since left.
In addition, a Civil Engineer and an Electrical Engineer were specially
deputed by the C.S.F. (their passage, fees, and allowances during the
period being borne by the B.E.L.) to help in the supervision of the
construction of the factory buildings and in the planning of electrical
installations respectively, while another Engineer of the C.S.F. now
employed by the B.E.L., is being utilised by them to supervise the
installation of machinery and equipment in consequence of which the
Officer’s emoluments are shared by the C.S.F. and the B.E.L.

Further, the Director and General Manager and five other senior
officers of the C.S.F. have so far visited the B.E.L. to inspect the
progress of the project. It is understood that they held discussions
with the officers of the Ministry of Defence and senior officers of the
B.E.L. The Committee suggest that in future the officers visiting
-the B.E.L in this manner may be invited to submit reports on the
progress of the work for the information of the Government of India
as also of the Board of Directors of the B.E.L.

The C.S.F. has also deputed 13 Engineers and technical personnel
from their own establishment for being engaged on the staff of the
B.E.L. to initiate its production and to assist in the transmission of
technical know-how. A list of these persons along with their terms
will be found at Appendix III.

(h) Training and Research

26. In addition to the assistance provided by the C.S.F. in the
manufacture and production according to the programme already
. settled and also for giving the technical “know-how™ the Agreement
tnjoins on the Company to settle in consultation with Government and
the B.E.L. a scheme for the training of technical personnel for the
factory. for setting up a training school as part of the factory to train
Indian personnel in the technicai trades as required for the running
of the factory and also to settle a scheme for the setting up of research.
design and proto-type development section of the factory. The
Committee are glad to observe that recognition has been given in the
Agreement to the very important questions of training of technical
‘personnel bcth in India and abroad in the factory of the C.S.F.,
France “to the exteni as may be necessary”, and of research, though
they would have liked to see, subjoined to the Agreement a compre-
hensive scheme for training and research. The Committee hope that
the opportunities provided under this Agreement will be fully utilised
to train Artisans and higher technicians to meet the requirements of
the B.E.L.
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(i) Other features of the Agreement

27. In return for the various payments to be made under the
Agreement, the C.S.F. has undertaken that its assistance will enable
the production in the factory to the extent of 70 to 80 per cent of the
value of the production of the factory as envisaged in Schedules I and
II to the Agreement while for the remaining 20 to 30 per cent of the
value of such production of the factory, the company has undertaken
to use its good offices to obtain licenses, blue prints etc. from other
companies and to give necessary assistance in the use of the data.

It has also been provided that if the production for the first year
mentioned in Schedule Il did not reach 50% of the value of produc-
tion mentioned in the Schedule for that year or if production for any
other years mentioned in that Schedule did not reach 75% of the
value of the production mentioned for that year, then certain deduc-
tions for the lack of progress in production would be made. Since the
first year of production has not yet ended, it is too early to say whether
recourse will have to be had to these provisions but it is not unlikely
that for the first year of production some deductions will have to be
made from the fee payable to the C.S.F., due to what appears to be
frequent changes made by the users in their requirements.

28. The C.S.F. has undertaken in clause 11 and 12(iii) of the
Agreement to use its good offices to obtain from the French Govern-
ment authorisation for supplying to the Government of India the
manufacturing data relating to equipment on the secret list of the
French Government and also to obtain licenses, blue prints, etc. from
other companies producing equipment mentioned in Schedule I of the
Agreement for the purpose of production in the Bharat Electronics
Ltd. The Committee have already referred to in paragraph 16 to the
tact that the Defence Services Delegation which had visited the C.S.F.
had reported that the French Armed Forces were being re-equipped
with the American and British radio equipment and that U.S.A. designs
were being copied under licence in the production of new equipment.
Consequently, they have some doubts as to what extent manufacturing
data relating to the equipment on the secret list of the French Govern-
ment can be acquired for production in India. All the same, they hope
that the offer contained in these clauses will be fully availed of.

29. As mentioned earlier in this Chapter, the recommendation of
the Technical Sub-Committee in favour of the C.S.F. was based on
certain assumptions, the chief ones being the flexibility of the pro-
gramme of prc-luction and the hope of reaching self-sufficiency earlier
and to a grcaler degree because of flexibility. The Committee note
that provision exists in the Agreement for altering the Schedules which
lay down the programme of production and that in fact the programme
has already undergone two or three changes in the last two years.
They would have, however, liked to see in the Agreement and in the
Schedules thereto greater evidence of the promise of reaching self-
sufficiency at some given date. The Committee have recommended in
para 113 that the B.E.L. should cater to the entire needs of the country
2129 L.S.—2
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1n respect of electronics equipment. They consider that the Agree-
- ment with the C.S.F. provides very good opportunities for developing
a sound indigenous electronics industry which could make the country
self-sufficient and that it is entirely upto those in charge of the B.E.L.
to ensure the maximum utilisation and exploitation of the oppertunities
so provided and to make a complete success of the Agreement.

(j) Working of the Agreement

30. The Committee are glad to learn that the Agreement with the
C.S.F. is working satisfactorily and that there have been very few
minor differences so far between the C.S.F. and the B.E.L. They con-
sider, however, that a true opinion on the working of the Agreement
can be expressed only in terms of the fulfilment of its principal aims,
namely:

(1) observance of and even improvements in the programmes
of production laid down in Schedules I and II;

(2) self-sufficiency in the matter of production as well as of
raw-materials, and components; and

(3) self-sufficiency in the matter of requirements of technical
personnel.



m

PROGRESS OF WORK AND EXPENDITURE

(a) Site for Factory

31. Even before the formation of the B.E.L. on the 2lst April
1954, the Government of India, on the recommendation made by
M/s. Marconi Wireless Co., as well as by the C.S.F. which was endors-
ed by the Technical Sub-Committee and the Exploratory Committee
set up to examine the project reports, selected Bangalore for siting the
proposed factory for the manufacture of wireless equipment. The
Committee have no remarks to offer on the location of the site of the
factory as they are aware that Bangalore offers several advantages
both from strategic and climatic points of view for the situation of an
important industry. They would, however, like to invite the attention
of the Government to the recommendation contained in para 17 of the
Estimates Committee’s Sixteenth Report on the *“Organisation and
Administration of Nationalised Undertakings™ that Government under-
takings should be dispersed throughout the country und that they
should not be concentrated in any particular area or areas, particularly
as there are now at Bangalore four major industries of the Government
of India, viz., the Hindustan Aircraft Ltd., the _Hindustan Machine

Tools Ltd., the Indian Telephone Industries and the B.E.L., besides
those of the State Government.

(b) Land Buildings etc.

32. At the time of the formation of the B.E.L. land had already
been acquired by the Ministry of Defence at an approximate cost of
Rs. 5 lakhs and the portion required for the factory buildings had
been partly levelled for an additional cost of Rs. 5 lakhs. The work
of constructing the factoty buildings was entrusted by the Government
to the Military Engineering Services and actually began only in
October, 1954. The factory is proposed to be laid out in an estate
covering 620 acres in Jalahalli, about 8 miles from Bangalore and will
cover a total floor space area of 6% lakh sq. ft. It is also understood

that the lay-out of the factory conforms to the accepted modern con-
cept of the swift flow of material.

33: Outiof 11 buildings planned for housing the factory, five
buildings have been completed, while the construction of four other
buildings under execution has progressed to the extent of abtut 60 to
70%. The remaining two buildings are yet to be taken up for cons-
truction. It is anticipated that the entire factory building work
(except the two buildings referred to above) will be completed by the
end of the financial year 1956-57.

34. The factory went in part production in December, 1955 and
started manufacturing tools for the Receivers and Transmitters which
are programmed for manufacture in 195_6:57 and 1957-58.

13
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(c) Estimate of Expenditure

35. The details of the original estimate for the factory-and auxili-
ary buildings are as follows:—

(1) Factory building and roads Rs. 255-31 lakhs.
(2) Plant and Machinery Rs. 249-90 ,,
(3) Residential buildings Rs. 141-79 ,,

(4) Payment to French firm for
technical know-how, setting

up the factory installation,
etc. , Rs. 5300 ,,

ToTAL Rs. 700:00 ,,

36. The purchase of certain machines and equipment not required
immediately is proposed to be postponed and certain auxiliary build-
ings which are not absolutely necessary are proposed to be given up.
The reasons for this are stated to be that the full target of production
is scheduled to be reached only during the 4th year, i.e. 1959-60 and
- since some of the projects envisaged in the production programme are
to be taken up only after some time, purchase of plant and machinery
has been restricted to the immediate requirements. The anticipated
savings in the original estimated cost in consequence is likely to be
about 17-5%, i.e. about Rs. 1225 lakhs. Further, it is anticipated
that there would even be some reduction in the number of machines
to be ultimately purchased. The Committee understand that the
changes in purchase programme mentioned above. will not .adversely
affect production, since the purchases are being regulated in order to
conform to actual production requirements.

37. The capital expenditure incurred upto the 31st August, 1956
}s 1fxpproximately Rs. 202-51 lakhs, the particulars of which are as
ollows: —

Buildings .. .. .. Rs. 121°81 lakhs including Rs. 4
lakhs on

resjidential

buildings.

Machinery and
equipment. .. .. Rs, 62°25 lakhs

Pavments to the : _
French Company .. Rs. 1845 lakhs

TotAL Rs. 202°s51 lakhs

38. The total Government investment estimated on the B.E.L. is
Rs. 9.5 crores comprising of Rs. 7 crores to be incurred on capital
assets including payments to the French firm (excluding Royalties)
and working capital of Rs. 2,5 crores. So far the Government of
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India have subscribed Rs. 2.5 crores and the balance will be subscrib-
ed as and when the investments increase during the period of the
Second Five-Year Plan. Allowance has, however, to be made for the
saving of Rs. 1.225 crores mentioned in para. 36.

The working expenses during 1954-55 and 1955-56 were Rs. 6°97
lakhs and Rs. 5.49 lakhs respectively.

39. The Budget estimates for 1956-57 are as follows:—

A. CAPITAL

(1) Pactory Buildings . . . . . Rs. 6535 lakhs.
(2) R sidential quart.rs . . . . Rs. 13'70 ,,
(3) Plant & Machincry . . . . Rs. 41°37
(4) Payments to French firm (excluding Royalties) Rs. 11°36  ,

ToTAL Rs. 13178 lakhs

B. REVENUE EXPENSES

Working ¢xpenses Rs. 69° 58 lakhs
C LOANS AND Rs.00'50 ,,
ADVANCES

Rs. 70°08 lakhs

ToTtAL : Rs. 20186 lakhs

RECEIPTS
From sal= of equipment pro-
duced in B.E.L. Rs. 2835 lakhs
Miscellaneous Rs. 00° 80 lakhs

TOTAL : Rs. 29-15 lakhs

(d) Annual Accounts and Audit

40. The Balance Sheet of the B.E.L. as on the 31st March, 1958,
the Profit and Loss Accounts for the period ended 31st March, 1958
and the Annual Report for 1954-55 were presented to the share-
holders viz. the President and five officials of the Ministry of Defence
on the 17th October, 1956, just 4 days prior to the time limit of 18
months after the 21st April, 1954, the date of formation of the B.E.L.,
laid down in Article 105 of the Articles of Association. The Balance
Sheet as on the 31st March, 1956 and the Annual Report for 1955-56,
it is understood, will be presented sometime towards the middle of
December, 1956, i.e. 8% months after the close of the year. The
Committee were informed that this delay was mainly due to the non-
receipt of bills etc. from the I1.S.D., London through whom overseas
purchases are made, on account of which the finalisation of accounts
had been delayed. They would nevertheless emphasise the necessity
of bringing out the annual accounts more expeditiously and . suggest -
that for this purpose the I1.S.D. be approached to ensure expeditious
rendering of bills etc. At the same time they suggest that the feasi-
bility of closing the annual accounts without awaiting oustanding bills
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beyond a certain date, by showing them suitably in the Balance Sheet
as is done in most commercial concerns should also be examined.

41. The accounts are audited by a firm of commercial auditors
M/s. Dandekar & Co. They are also subject to the audit of the
Comptroller and Auditor General of India, who forwards his audit
report direct to the Government of India.

(¢) Annual Reports

42. The Estimates Committee had recommended in paragraph 30
of their Sixteenth Report that each State Undertaking should publish
an Annual Report giving a record of its activity during the past year,
the progress made during the year, comparative statistics of previous
years relating to expenditure, production, etc., balance sheet and profit
and loss accounts and similar other matters and that it should be
presented to Parliament. The Committee find that this recommenda-
tion has still not been implemented and that the only information
regarding the affairs of the B.E.L. which the Parliament receives, at
present, is from the annual Administrative Report of the Ministry of
Defence wherein a brief mention and some scanty information is to be
found. They consider it necessary that the B.E.L. along with similar
other State Undertakings should implement the recommendation refer-
red to above and publish an Annual Report showing all its activities
along with the annual accounts and the Balance Sheet for the informa-
tion of the Parliament as well as of the general public and that a
beginning in this respcct should be made in 1957.
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ORGANISATION

43. A chart showing the organisational set up of the B.E.L.
is placed at Appendix 1V.

(a) Board of Directors

44. The business of the Company is managed by a Board of
Directors, in whom is vested the day-to-day management of the Com-
pany except for certain special and policy matters which are reserved
by the Government of India. The number and appointments of
Directors, which is not to exceed nine. are determined by the Presi-
.dent.

45. The composition of the Board of Directors is as follows:—

Chairman : Secretary to the Governm nt Shri M. K, Vellodi, I.C.S.
of India, Ministry of Delence.

Directors : Financial Advis'r, Defence Shri S. Ratnam, LA. & A.S
S _rvices.

Director, National Physical Dr. K. S. Krishnan, F.R.S
Lat oratory.

Mast'r General of th: Ord- Maj. Gen. S. D. Verma.
nanc , Army Headquarters.

Dir ctor of Research, Railway Shri S. L. Kumar, I.R.S.E.

Board.
A ‘viser, Communications Dr. M. B. Sarwatcr.
Mi: istry.
Representatives of Sir Vithal N.
Industry. Chandavarkar, Bombay,
Do. Shri S. M. Rama Krishn
Rao, Bangalor.. »
Mng. Director: Shri A. K. Ghosh, I. C. S,

46. The Committee find that there are as many as six officials
-on the Board of Directors of the B.E.L., which has been set up to
carry out the project on business principles and that the Defence
Secretary and the Financial Adviser (Defence), Ministry of Finance,
who have also the duty of advising the Government in the control
of the B.E.L. are the Chairman and Member of the Board respecti-
vely.. They understand that the main reason for this arrangement
1s that the entire capital is .provided by Government and that it is
considered to be a satisfactory arrangement for a factory of this type
to be run in its initial stages by a Board consisting mostly of officials

17
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of Government. Another reason was stated to be that this factory
had been set up primarily to provide electronics goods for Govern-
ment Departments and not for sale to the public, on account of which
the user departments were also represented on the Board of Direc-
tors.

47. The Committee are of the view that the Secretariat func-
tions of laying down policies and the executive functions of imple-
menting them should be clearly demarcated and that as far as pos-
sible Secretariat Officials should not be associated with the actual
execution of policies laid down by them so as to enable them to
retain an objective outlook. They do not, therefore, consider the
arrangement under which the Secretary to the Government of India
is the Chairman of the Board of Directors of a company set up by the
Government to carry out a project on business principles, to be very

satisfactory.

48. The Committee learn that the Defence Secretary is alsq the
Chairman of the Board of Directors of the Hindustan Aircraft Ltd.
In this connection, they would like to refer to certain remarks made
by Dr. Paul H. Appleby in his report entitled “Re-examination of
India’s Administrative System”:

“The role of the Secretary of the parent Ministry is a
difficult one in the whole area of companies and corpora-
tions. ***If he is Chairman of a particular Board, he may
make both the Board and the Managing Director useless
instruments. ***One aspect of the role of the Secretary in-
volves the question whether he should be chairman of the
boards of enterprises under the aegis of his Ministry. This
depends in part on the number of such enterprises sponsored
by his Ministry. He cannot be an effective chairman of a
large number of boards. It depends, too, on his ability to
wear two or more hats, his ability to think and act one way
for a corporation and another way for the Ministry proper.”

The Committee entirely agree with the above remarks. Further,
they doubt very much whether the Secretary of a very important
Ministry like Defence has sufficient time at his disposal to attend
to the affairs of two important Companies in the Public Sector.

49. Of the officials on the Board of Directors, one is a represen-
tative of the Army, one of the Railways, and the third of the Ministry
of Communications. The Committee note that two of the principal
user departments, namely, the Army and the Ministry of Communi-
cations are represented on the Board of Directors. They find, how-
ever, that while the Railways are represented on the Board, when in
fact, the B.E.L. has no programme to manufacture any equipment,
signalling or otherwise for the Railways, some of the other principal
user departments, namely, the Indian Air Force, the Navy, the All
India Radio, the Overseas Communications Service, etc., are not re-
presented on the Board. The Committee would suggest that the
composition of the Board of Directors should be rationalised and
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msaodc broad-based at an early date in the light of the remarks made
above.

50. There are three non-officials on the Board of Directors one
of whom is the Director of the National Physical Laboratory while
the other two are representatives of the industry. The Director of
the National Physical Laboratory is an eminent scientist and the two
representatives of industry, it is understood, are inglustrialists who
have been specially selected to serve as general advisers in view of
their industrial background. The Committee suggest that a represen-
tative of the Radio Manufactures in India may also be associated with
the Board of Directors, if possible, in view of the fact that, as the Com-
mittee will have occasion to observe later on, the question of the
country’s becoming self-sufficient in all respects in the equipment to
be manufactured by the B.E.L. is inter-linked with the growth and

development of the radio industry in the country, particularly in the
manufacture of components.

51. The Committee have recommended later in the Report that
the B.E.L. should take cognisance of the entire needs of the country
in respect of electronics equipment and plan the production according-
ly. Consequently, the question of having a large number of officials
on the Board of Directors merely because the factory in its initial
stages is intended to cater to the needs of Government Departments
only should not arise. The Committee would, therefore, suggest the
gradual replacement to the extent possible, of officials on the Board
of Directors by non-officials such as industrialists, scientists, a Char-
tered Accountant, the Director of the Indian Institute of Science and|
or of the Pilani Institute etc. so as to enable a fresh, businesslike and
scientific outlook to be brought to bear -on the affairs of the B.E.L<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>