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INTRODUCTION

1. the Chairman, Estimates Committee, having been authorised by 
the Committee to submit the Report on theif behalf present this Fifty- 
minth Report on the Ministry of Defence—Bharat Electronics (Pri­
vate) Limited, Bangalore.

2. During the course of supplementaries to Starred Question 
'Nos. 1056 and 1075 answered in the Lok Sabha on the 10th March, 
1959 (reproduced in Appendix I), the Speaker directed the Estimates

'Committee to investigate the reasons for shortfall in production at the 
Bharat Electronics (Private) Limited, Bangalore as an ad hoc matter 
immediately.

3. The Estimates Committee (1956-57) had examined the esti­
mates relating to the Bharat Electronics (Private) Limited vide their 
Thirty-ninth Report (1st Lok Sabha) which was presented to the Lok 
£abha in December, 1956. The question referred to the Committee 
by the Speaker was, therefore, examined in the light of the Commit* 
tee’s earlier Report, and the replies of the Ministry of Defence thereto. 
The Committee called for such further particulars from the Ministry 
o f Defence as were necessary for the ad hoc examination and examined 
their representatives as also the representatives of the Bharat Electro­
nics (Private) Limited and the Radio and Cable Board on the 15th and 
16th April, 1959. The Committee’s findings are embodied in this 
Report.

4. The Committee wish to express their thanks to the Officers of 
the Ministry of Defence and the Radio and Cable Board for placing 
before them the material and information that they wanted in connec­
tion with this examination.

BALVANTRAY G. MEHTA,
N ew D elhi; Chairman,

The 30th April, 1959. Estimates Committee.

Vaisakha 10 , 1881 (S )
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INTRODUCTORY

The Bharat Electronics (Private) Limited was set up in 1954 for 
the. purpose of manufacturing various kinds of electronic equipment 
and their components including valves. The technical assistance was 
to be provided by the French firm, Compagnie General-de-Telegra- 
phic Sans Fil (C.S.F.) with whom the Government of India had enter* 
ed into an agreement for a period of ten years with effect from 1 st of 
January, 1953.

2. The original estimate for the establishment of the factory and 
the actual expenditure incurred thereon upto 1958-59 are given 
below:

Estimate Actual ex­
penditure 

upto 
1958-59.

Buildings (Factory & residential) .

(In lakhs of rupees) 

397.io* 129*70 (upto

fPlant & Machinery 249-90*
31-1- 1959)

96-41
Fees to C. S. F. 53 00 22*00

70C00 248*11

•A saving of 17 *5% was anticipated in the original esnmates, 
tlncluriin? special test and measuring equipment as well as furniture fixtures, office 

appliances, transport vehicles, storeshandling equipment, canteen equipment e tc
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PRODUCTION

A. Programmes

3. The original production programme for the years 1956-62 was 
laid down in Schedule II to the agreement with C.S.F. and was as 
follows:

Rs.

1956 . 50 lakhs

1957 u
1958 ....................................... M
1959—62 . 425 „ per year 

(estimated 
to be the 
full pro­
duction 
capacity in 
the factory)

4. Subsequently, the calendar years were converted into financial 
years (e.g. 1956 to 1956-57) without any change in the value of pro­
duction. Later, the programme of production for various years was 
further revised as shown in the following statement:

Year
Original
target

Production 
programme 

as revised in 
1955

Production 
programme 

as revised in 
1956 & 1958

(In la£hs of rupees)

1956-57 50 67-18 38-82

1957-58 200 205-27 136-34
1958-59 300 No change 70-82
1959-60 425 No change 100-70

5. The reasons for the revisions in the production programme were 
stated by the Ministry of Defence to be as follows:

The original production programme, as indicated in the agreement 
with the C.S.F., was prepared on the basis of the requirements of 
various users for the yean 1956— 62 as ascertained by the Ministry of

2
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Defence in 1952. Due to various developments in the field of elec­
tronics during 19S2-5S the user requirements were ascertained afresh 
as a result of which the production programme was revised in consul­
tation with C.S.F. The programme had to be further revised in 1956 
and again in 1958 to meet the altered requirements of the user Depart­
ments.

B. Actual Production

6. The actual production at B.E.L. during the three years ending 
1958-59 and its percentage to the revised production programme are 
given below:

Revised 
Production 

J  Programme

Actual Production
JC _ _

Percen­
tage of 
(3) to (1)

Percen­
tage of

(3) to (2 )
Original 

Year programme
M

For
Defence
Deptts.

(b)
For

Civil
Deptts.

(c)
Total

I 2 3 4 5 6 7 8

1956-57 • 50
1957-58 • 200
1958-59 ■ 300

38*82
136-34
70-82

tjn
Nil
Nil . L 
Nil . „

lakhs of 
5*97 

27*88 
64-5*

rupees)
5 ’97

27*88
64.5*

i i *9
13-9

21*5

1 5 
20  
91

C. Reasons for Shortfall

7. The shortfall in production was explained by the representatives 
of the Ministry of Defence as follows:—

(i) The revised production programme was drawn up on the basis 
of information furnished by the Radio and Cable Board (a body com­
posed of the representatives of various user Departments, with the 
Wireless Adviser in the Ministry of Communications as its Chairman) 
which was entrusted with the responsibility of co-ordinating the user 
requirements. While the Radio and Cable Board standardised the 
requirements of the various users to the extent possible, modifications 
to suit requirements of individual users had to be settled by the B.E.L. 
with the users themselves. This took time and as a result production 
could not be commenced as expected;

(ii) The bulk of the production programme for the first two years 
was in respect of two sets required by the Army (Rs. 173’4 lakhs). 
The C.S.F. were very optimistic in regard to their production. The 
sets were, however, basically new and it took the C.S.F. a long time to 
develop them especially because of the stringent requirements of the 
users necessitated by the specialised role for which they were required;

• Estimated.

279 LS—2
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uii) Even in regard to the two other sets which were proposed 
for production in the first two years, developmental work and modifi­
cations to suit the operational use of the users were required;

(iv) User Departments had no experience of the French equip­
ment and desired demonstrations, technical tests and trials before they 
acceptcd the equipment;

(v) Even though the Radio and Cable Board intimated advance 
requirements of the users, the latter did not place firm orders on the 
B.E.L. for various reasons (see vi & vii below) as a result of which 
production could not be undertaken, especially since it took about 
2 to 3 years to establish production of a new item;

(vi) While firm orders could not be placed in respect of new 
equipment until it had been developed and accepted, the reasons for 
absence of firm orders even in other cases were explained as due to the 
fact that while the advance requirements were based on a general 
assessment by the users, the actual orders depended upon their defici­
encies revealed at a particular time. Besides, it was difficult to place 
firm orders for all anticipated requirements as that would amount to 
advance commitment which was not permissible; and

(vii) To some extent, the foreign exchange difficulties of the 
various users who had to pay for the foreign exchange required in the 
production of the equipment by the B.E.L. also stood in the way of 
increasing production.

8. Asked for his assessment of the reasons for shortfall in produc­
tion. the Financial Adviser to the Ministry of Defence who is also a 
Director of B.E.L. stated that “there was no doubt that the project was 
originally conceived rather ambitiously (in relation to our abilities)” 
and that the original manufacturing programme was certainly optimis­
tic as subsequent events had proved.

9. It seems evident to the Committee that there was poor planning 
in regard to the drawing up of the production programme of the B.E.L. 
As stated by the Financial Adviser the original production programme 
based on the user requirements as assessed in 1952 and provided for in 
the agreement with the C.S.F. was itself not very realistic. As observed 
by the Defence Secretary there was not sufficient coordination between 
the production programme and the users requirements. It did not 
seem to the Committee that sufficient attention had been given in 
regard to the desirability of producing standard equipment which could 
be readily produced in bulk at the B.E.L. Instead new standards and 
specifications were suggested. Even when the Defence Department 
asked for a set which had still to be developed and which was not in 
use anywhere in the world except perhaps in Australia—a step which 
the representatives of the Ministry of Defence admitted, in retrospect, 
might with advantage have been avoided—the Radio and Cable Board, 
the Bharat Electronics as well as the C.S.F. anticipated no difficulty in
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regard to its production on a large scale, an optimism which was evi­
dently not related to abilities. In consequence of the modifications in 
-the equipment which became necessary to suit divergent user require- 
.ments and which had to be agreed upon between the BEL and the 
•users, the programme of production had inevitably to undergo several 
modifications with the result that the actual production lagged far 
behind. The assurance which was held out to the Committee in 1956 
by the Ministry of Defence (vide para. 114 of their 39th Report— 
First Lok Sabha) that in spite of the changes made till then there would 
be no material change in the total value of production for 1956 and 
1957 also failed to be fulfilled. The Committee consider it particularly 
regrettable that the B.E.L. even though under the Ministry of Defence, 
.has not so far been able to produce any electronic equipment for the 
Defence Services in whose case the necessity of reducing dependence 
•on foreign sources is especially important*.

10 . The Committee in para 116 of their 39th Report (First Lok 
Sabha) had apprehended the possibility of frequent changes in the pro­
duction programme and had, therefore, suggested that some arrange­
ment should be arrived at with the Radio & Cable Board to lay down 
a firm production programme for three or four years at a time without 
making any changes every now and then. While the Committee did 
not have the benefit of discussing the position in this respect with the 
‘Chairman. Radio & Cable Board who is also a member of the Board 
of Directors of the BEL as he was on deputation abroad, it seems to 
them on the basis of the evidence given before them by the representa­
tives of the Ministry of Defence and the Secretary oi the Radio and 
Cable Board that the Radio and Cable Board, though composed of 
the representatives of all user, Departments, has not been effective 
■enough in coordinating and standardising the requirements of the 
users so as to present a firm production programme to the Bharat Elec­
tronics (P) Ltd.

D. Outlook for future and suggestions

11. The Committee were informed in regard to the future that 
steps had been taken to increase the production. The Board of Direc­
tors had approved a production programme of about Rs. 1 crore for 
the year 1959-60. The production programme for the next three 
years had also been drawn up. An agreement had also been entered into 
with a foreign firm for the production of certain equipment. Nego­
tiations in regard to manuacture of valves and other equipment were 
in an advanced stage. The Committee were assured by the Defence 
Secretary that “notwithstanding thp initial disappointment and reverses, 
we are comparatively rapidly catching up and I think very soon BEL 
should be able to give a very much more satisfactory account of itself 
than it was able to do during the last few years".

•At the stage of factual verification the attention of the Committee was drawn to 
the fact that an agreement had been entered into with a foreign firm for the production of 
•certain equipment, referred to in p ira n ,  and it was stated that the production of certain 
Defence equipment was now in hand.
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12. Asked for his views to prevent shortfall in production in future 
years as also to increase the production in the factory, the Managing. 
Director of Bharat Electronics made the following suggestions:

(a) Various types of equipment required by the users should be 
standardised as quickly as possible as it was uneconomical to produce 
the equipment in small numbers and delays occurred in carrying out 
modifications to suit the requirements of the users;

(b) The user departments should place firm orders on the BEL 
three years in advance because it took at least 2 to 3 years to plan the 
production of a new item;

(c) In a new industry relaxation of standards to a certain extent 
was needed in the initial stages so that the industry could gradually 
grow and build its own standards;

(d) The import duties on certain specialised components and raw 
materials were much higher than the duty on completed equipment 
with the result that the cost of indigenous production became 
higher than the imported equipment. Some preferential treatment 
for the import of such components and raw materials was necessary;, 
and

(e) the foreign exchange component of the production in the 
BEL had to come from the concerned user departments. Several 
difficulties were involved in this and delays occurred and sometimes- 
orders also did not materialise. The foreign exchange requirements 
should, therefore, be met from one source on a long-term basis.

13. In regard to the standardisation of equipment the responsibi­
lity lies on the Radio & Cable Board as well as on the Standardisation 
Committee of the Defence Services which is required to rationalise 
the requirements of the three Services and bring them on a common 
basis. However, as pointed out in para 10, the existing position in 
this matter is hardly satisfactory. The Committee recommend that 
the Radio & Cable Board and the Standardisation Committee of the 
Defence Services should take more energetic steps'‘to analyse the 
entire electronic equipment in use in the country in their respective 
spheres, whether in the public sector or in the private sector (and not 
merely of the user departments) and to standardise in consultation 
with the Indian Standards Institution, if necessary, the requirements 
of all users in a way which would enable at once the BEL to produce 
in bulk the equipment required and the various users to accept it as 
produced by BEL according to the prescribed specifications.

14. In regard to the desirability of placing firm orders in advance, 
the Committee were informed by the Financial Adviser that the gene­
ral question had been gone into by the Finance Ministry. He also- 
stated that an inter-Ministerial Committtee was being set up to exa­
mine chanees required in the financial regulations to permit of long­
term planning of stores by project authorities and the Central Minis­
tries concerned. He agreed, however, that firm orders for established
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items could be placed on a long-term basis as was, in fact, done in 
Ihe case of Ordnance factories, but in respect of equipment which 
had yet to be developed and accepted by the users, it was obviously 
not possible to adopt the same method. In this connection the Com­
mittee observe from the material supplied to them that there are consi­
derable discrepancies between the requirements for 1959-62, as inti­
mated to BEL, and the actual orders placed on them. In several 
cases only partial orders in respect of the requirements had been placed 
even though the equipment had been developed and accepted by the 
^sers. For instance, in case of certain equipment, the requirements 
indicated to BEL were 2925 sets but the actual orders placed were 
only for 1,500 sets. The Committee cannot but agree that absence 
of firm orders in advance as also piecemeal orders would result in un- 
,planned and uneconomic production in BEL which is certainly not 
desirable. They do not see any reason why firm orders to the extent 
•of requirements cannot be indicated simultaneously with the accep­
tance of equipment by users. The Committee recommend that the 
various users undertake a 5-year planning in respect of their requirc- 
.ments. They also recommend a thorough review of the existing 
.position in regard to the system of placing firm orders on a long-tcim 
basis to enable the BEL to plan its production properly.

15. In this connection it was brought to the Committee’s notice 
that even though the BEL was the only factory producing electronic 
^equipment in the country the user departments could approach the 
BEL only through the DGS&D. The Managing Director, BEL 
.considered this procedure as dilatory and wasteful. The Committee 
recommended a review of the existing position.

16. As regards relaxation of standards, the Committee do not feel 
happy that such a suggestion should at all be made. The equipment 
especially in respect of the Defence Services might have to be used 
dn adverse conditions and relaxation might mean more expenditure 
in the shape of wastages. The Committee recommend that it should 
be ensured by BEL that they stick to the specifications prescribed and 
■agreed upon. For this purpose, it should be ensured that the technical 
and the production sides of the BEL are strengthened and made effi­
cient.

17. In regard to the import duties on components, the Committee 
feel that it is rather anomalous that the duties should be such as to 
make an item of equipment costlier if its components were imported 
and assembled instead of its being imported as a complete set. In 
the circumstances they suggest that the levy of import duties especially 
in regard to electronic components which cannot be manufactured in 
the country, might be reviewed in the light of the suggestions made by 
the Managing Director.

18. As regards the Managing Director’s suggestion that the 
foreign exchange requirements for the production to be undertaken 
in the BEL be made available to the latter alone instead of to the
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various user departments, the Committee feel that it is a suggestion 
which might with advantage by agreed to since it would facilitate bet- 
ter planning and also enable users to accept BEL sets as and when 
they require them.

19. The Committee were informed by the Managing Director 
that “as the users have not been able to accept many CSF equipment 
BEL is now negotiating licensing agreements with a number of firms 
whose equipments are acceptable to them. BEL is, however, finding 
that the terms quoted by those firms are generally unreasonable. 
Their tendency is to quote such unreasonable terms as to make it 
absolutely uneconomical for BEL to manufacture or even to assemble 
their equipment here so that ultimately the Government may be 
forced to place orders direct on them. This is making the position 
of BEL extremely difficult and it is necessary that Government should 
take action to meet this situation.” He, therefore, made the follow­
ing suggestions:—

0) The users, instead of specifying equipment of a particular 
make, should broadly give their specifications and sug­
gest 3 or 4 manufacturers whose equipments would be 
acceptable to them.

(ii) Even where BEL is forced to go to a particular firm be­
cause no other similar equipment is available, the 
Government should not purchase any equipment from 
them so that they may be forced to enter into licensing 
agreements on reasonable terms. In very urgent cases, 
purchases may be made provided the firms enter into 
licensing agreements in advance on reasonable terms 
for future requirements.

20. The Committee at the outset consider it unfortunate that the 
users have not been able to accept many CSF equipments. 
The CSF was selected and an agreement entered into with it on the 
recommendations of a Technical Sub-Committee on which all the 
user departments were represented and of which tfce present Chair­
man, Radio & Cable Board and the present Managing Director, BEL 
were members (vide para 6 of the 39th Report). The Committee 
were also assured by the Defence Secretary in 1956 that the CSF 
equipment was put through a very severe test by the users as well as 
by the Technical Development Establishment and was acceptable to 
them (vide para 6 of the 39th Report). In the circumstances, they 
fail to understand why the users should specify equipment of a parti­
cular make and firm and not (as suggested by the Managing Director) 
indicate their specifications leaving it to the BEL either to develop and 
manufacture the equipment themselves or to enter into licensing 
agreement wit hforeign firms for the purpose. In this connection, the 
necessity of long-term planning and standardising the equipments to 
the extent possible have already been pointed out. The Committee 
consider that in all these matters, the Radio & Cable Board should play 
a more positive role.



21. The Committee feel that the second suggestion made by the 
Managing Director should be kept in view every time a Ministry pro­
poses to purchase any electronic equipment.

22. The Committee consider that the reported tendency on the 
part of foreign firms to quote unreasonable terms for collaboration, 
thereby making it uneconomical for the BEL to manufacture or even 
to assemble equipment patented by those firms, underlines the neces­
sity for steps to be taken to prevent excessive dependence on foreign 
firms for the manufacture of electronic equipment in the BEL. For 
this purpose, it is essential that the BEL should strengthen its Deve­
lopment and Design Organisation so that it, together with the Defence 
Research & Development Organisation, cpuld develop materials and 
techniques in the electronic field in their own laboratories as well as 
in the Universities and National Laboratories as expeditiously as 
possible.

In this connection while welcoming the appointment, though 
belated, of a technical officer as Managing Director, B.E.L. 4 years 
after the EL was set up and almost 16 months after the Committee 
had occasion to point out the need of a senior technical officer at the 
BEL (vide para 55 of their 39th Report First Lok Sabha, the Com­
mittee feel that it might be advantageous if the Defence Science Organi­
sation is also actively associated with the Directorate of the BEL.

E. Analysis of Imports & their production

23. The Committee observe that the estimated value of the 
indents for electronic equipment raised by the Defence Services and 
the orders placed abroad by the various Ministries of the Government 
of India during the last three years amount to Rs. 352 lakhs. They 
were informed in this connection that indents for import in respect of 
Government departments, including Defence Services, were referred 
to BEL for clearance and thereby it was ensured that nothing that 
could be manufactured by BEL in time was imported. There are, 
however, limitations to the efficacy of this procedure. As was pointed 
out to the Committee by the Managing Director, BEL because of the 
present foreign exchange difficulties and the six-monthly system of 
foreign exchange budgeting, user departments placed orders on the 
BEL only in driblets as and when foreign exchange was made available 
to them and wanted their fulfilment in a short period. The BEL often 
found it difficult to accept orders on this basis, either because thejy 
were uneconomic to produce in small numbers or because of the 
time factor, with the result that the user departments resorted to 
imports. While the foreign exchange aspect has been dealt with 
earlier, the Committee feel that the procedure of screening of indents 
is not effective enough since it does not prevent heavy imports to 
meet the requirements and also does not ensure effctive utilisation of 
installed capacity for their production.
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24. The Committee are not aware of the extent of imports of 
electronic equipment by the private sector. The indents in this 
respect are screened by the Development Wing of the Ministry of 
Commerce & Industry. Thejy are not, however, required to be 
referred to the BEL for clearance.

25. The Committee consider that it is necessary to analyse the 
pattern of imports of electronic equipment in the country. It is also 
necessary that there should be some long-term planning by the user 
departments, especially on the part of the Defence Services, as also 
in regard to the requirements of the private sector, so as to enable the 
BEL to plan its production properly. In this connection, the Com­
mittee reiterate the necessity pointed out in para 113 of their 39th 
Report (First Lok Sabha), of a survey in this regard by a Committee 
of experts.
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MANUFACTURE OF COMPONENTS

26. The value of raw materials and components procured by the 
Bharat Electronics (P) Ltd. indigenously as well as those imported 
during the last three years is given below:—

27. In this connection the Committee were told by the Managing 
Director of Bharat Electronics (P) Ltd. that in the initial stage of the 
manufacture of an equipment, the components had to be imported 
from abroad. Efforts were, however, being made to gradually fabri- 
catei in the country all the required components and raw materials 
and to bring down the imports as much as possible. It was added 
that while the indigenous content in the equipment manufactured by 
the Bharat Electronics (P) Ltd. at present was on an average 60% it 
had reached even 80% in the case of 400W Transmitter. It was 
asserted, however, that complete self-sufficiency in the electronics 
field was difficult to achieve even in technically advanced countries.

28. In regard to the indigenous production of components, the 
Committee were informed that the Bharat Electronics (P) Ltd. were 
obtaining some of their requirements from various sources in Bombay, 
Hyderabad, Bangalore, Mysore etc. However, it was added that 
since the manufacture of component parts was one of the objects of 
the Bharat Electronics (P) Ltd., before sub-contracting the manufacture 
of any component they took into account their own capacity for the 
purpose.

29- The Committee consider that it should be the constant 
endeavour of the Bharat Electronics (P) Ltd. to achieve self-sufficiency 
in the matter of indigenous procurement of raw materials and com­
ponents. In this matter, the need for decentralisation and encourage­
ment of feeder industries by going in for the system of sub-contracting 
the manufacture of components, to the extent possible as in the U.K. 
and U.S.A., should be constantly kept in view. The Committee

(Rs. in lakhs)

Indigenous Imported

1956-57 . . . .
1957-58 . . . .
1958-59 (up to December 1958)

1-86 13-08
.*•86 45 11
2-42 21-62

9*14 79-81

279 L S — 3
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understand that a sub-committee of the Radio Manufacturers’ Asso­
ciation is looking into this question. Nevertheless they feel that this 
is a matter where the Government and the Bharat Electronics (P) Ltd., 
should take the lead. The Committee, therefore, reiterate the sugges­
tion made by them in para 131 of the 39th Report (First Lok Sabha) 
for the appointment of a Committee of experts to undertake a survey 
of tjie indigenous capacity for the manufacture of components etc., 
and for drawing up a long-term plan for the manufacture of various 
items to the extent required.



rv
MANUFACTURE OF VALVES

30. The Committee were informed that the manufacture of valves 
was included in the agreement with the CSF, and that on the advice 
of the latter, an expenditure of Rs. 13 80 lakhs had been incurred by 
the Bharat Electronics (P) Ltd. on the| construction of buildings and 
purchase of equipment for the Valves Division, as follows:—

(In lakhs of rupees)

1955-56 1956-57 1957-58 1958-59 Total

1. Buildings 5-37 0*13 *5-50
2. Air-conditioning plant 2*50 2*50
3. Other Plant Machinery 5 47 0.33 5*80

13’ 80

•This represents 50% of the value of the buildings constructed both for receiving 
and transmitting valves.

As, however, the valves of CSF manufacture were not stated to be 
found suitable, negotiations were startetl with other foreign firms and 
were now in final stages. It was expected that the first batch of valves 
would come off the production line two years after the agreement was 
signed.

31. The value of radio receiving valves imported in the country 
during the last three years is as follows:—

(In lakhs of rupees)
April to December, 1 9 5 6 .........................................................  25-44

January to December, 1957 . . . . . . .  45*32

January to November, 1 9 5 8 .......................................................... 30*81

32. The Committee had recommended in para 133 of their 39th 
Report (First Lok Sabha) that negotiations for the manufacture of 
valves be expedited and production undertaken at an early date. The 
delay in concluding the agreement was attributed to Government’s 
anxiety to get the best possible terms in the interest of Bharat Elec­
tronics (P) Ltd., having regard to their past experience. Nevertheless, 
the Committee feel that an unduly long time has been taken in finalis­
ing the agreement for valves manufacture. In view of the extent of

13
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imports of the radio receiving valves into the country, the Committee 
hope that it would be possible to finalise the negotiations soon and to 
undertake the manufacture of valves at an early date.

33. Besides, they fail to understand why an expenditure to the 
extent of Rs. 13*80 lakhs has so far been incurred on the Valves 
Division on the basis of advice given by the CSF who, however, are 
not expected to collaborate in the manufacture of valves. The Com­
mittee wonder whether the equipment so far purchased for the Valves 
Division on the advice of the CSF and the buildings constructed there­
for would be fully utilised for the type of valves proposed to be manu­
factured in collaboration with the firm with whom negotiations are 
proceeding.



V
PURCHASES OF PLANT AND MACHINERY

34. The Committee were informed that out of the total plant and 
machinery worth Rs. 84*41 lakhs (excluding Rs. 12 lakhs for trans­
port vehicles, stores handling equipment etc.) purchased for the Bharat 
Electronics (P) Ltd. upto 1958-59, machinery worth Rs. 3■ 15 lakhs 
remains uninstalled at present, while that costing Rs. 5*94 lakhs 
though installed has not been put to any use so far. The table below 
gives the total value of machinery purchased, the production capacity 
of machinery installed in the machine shops and actual production:—

Progressive Production 
total of capacity of Actual Percen-

Year machinery, machinery production tage * of
test equip- installed in (4) to (3)
ment etc. machine
installed shops

1 2 3 4 5

(in lakhs of rupees')
1956-57 56.09 90 5-97 6.6

1957-58 74.96 100 27 .8ft 28. 0

1958-59 81.26 120 64.5 5 3 9

35. The overall utilisation of standard machine tools installed in 
the production shops, and which cost Rs. 51*7 lakhs, was stated to 
be as follows in the last three years:—

1956-5 7 .............................................................................................................25%
1957-5 8 .............................................................................. 33%
1958-59 .................................................................................................................. 44%

36. The detailed utilisation of machinery during 1958-59 and their 
value are given in Appendix II.

37. The low utilisation of machinery was explained by the Manag­
ing Director of the Bharat Electronics (P) Ltd., as follows:—

(i) The requirements of machinery had to be assessed with 
reference to the original production programme and 
the purchases made accordingly. Even then consider­
able economy was exercised and as against the origina! 
estimate of Rs. 2*5 crores, machinery worth Rs. 96*41 
lakhs only was purchased. But the actual production 
fell short of the programme of production (for reasons 
explained in Sec. II), as a result of which the utilisa­
tion of machinery was less than anticipated.

18
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(ii) Technical machinery of various kinds (including special­
ised types of equipment) had to be purchased in the 
initial stages for proper production even though their 
utilisation would be small. In this connection, it was 
stated that in a specialised electronics industry where 
a varied and wide range of equipment was intended to 
be produced, the utilisation of machinery could not be 
more than 70%. It was added that even if the pro­
duction target of Rs. SO lakhs had been achieved in the 
first year of production, the utilisation of machinery 
would not have been 1 00%.

38. The Financial Adviser, asked for his views, stated that it 
appeared to him, viewing the matter in retrospect, that the initial pur­
chase of machinery was heavy and somewhat unbusinesslike. In the 
circumstances and considering the extent of uninstalled machinery and 
the utilisation of the installed machinery, the Committee doubt 
whether there had been adequate planning in regard to requirements 
of plant and machinery with partcular reference to the question 
whether the purchase was related to the immediate■ requirements of 
the Bharat Electronics (P) Ltd., In this connection the Committee 
consider significant the unusual provision in the Agreement with the 
CSF which restricts the fees payable to the latter for their services in 
the purchase and installation of equipment for the factory to 1 0% of 
the value of equipment certified to have been inspected in the Works 
of the suppliers and found acceptable as per the orders placed. The 
Committee feel that it would be desirable to have an expert technical 
inqiury into the purchases of plant and machinery with particular 
reference to their past and future utilisation.



VI
CONSTRUCTION OF BUILDINGS

39. The expenditure upto 31-1-1959 on factory and residential 
buildings amounted to Rs. 129'70 lakhs. The Committee were 
informal that of the buildings constructed so far, certain buildings 
were only partly used, the percentage of vacant area ranging from 
5 to 100%. A statement showing details of all such buildings and 
their cost is given in Appendix III.

40. The Financial Adviser informed the Committee that about 
50% of the technical buildings were unoccupied mainly due to the 
valve project and other production not coming up as rapidly as 
expected. He added that the building programme could have been 
phased much more than it was. The Committee consider it unfortun­
ate that the building programme was drawn up without much relation 
to the needs on the production programme, resulting in such large 
vacant spaces in the buildings which in the words of the Financial 
Adviser, had a very dampening effect.

17
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CONCLUSION

41. The Committee observe from a note furnished to them by 
the Radio & Cable Board “that in June 1954, the Prime Minister 
had issued a directive to all the Ministries that every Department 
using wireless or electronic equipment should cooperate with the 
Bharat Electronics (P) Ltd. to their utmost to enable it to make the 
country self-sufficient in regard to such equipment. The user depart­
ments were also directed to adjust their future programme of purchase 
and provisioning so as to avoid the import and stocking of large 
quantity of such equipment which could be manufactured in the 
Bharat Electronics (P) Ltd. and that no new equipment should be 
introduced and brought into use in these Departments of the Govern­
ment without first ascertaining that such equipment could be manu­
factured by the Bharat Electronics (P) Ltd. The Departments were 
also asked to give their fullest cooperation to the Radio & Cable Board 
in the task of bringing about coordination in this field.” The Com­
mittee do not think that the Prime Minister’s directive has been ade­
quately respected by the various user departments including the 
Defence Services or that the Radio & Cable Board and the Ministry of 
Defence, both of whom had an important responsibility ensured or 
even secured its observance.* There has undoubltedy been faulsy 
planning in various matters as pointed out in the Report. There is 
also a case for a scrunity and a review of the working of the agree­
ment with the C.S.F. with particular reference to the assumptions that 
were made while entering into the agreement vide para 14 of the 
Committee’s 39th Report (First Lok Sabha), and also of the assist­
ance so far rendered by them. Nevertheless the Committee feel that 
more energetic steps are required, especially on the part of those charg­
ed with the responsibility of coordination, as indicated at various places 
in the Report, if adequate production of electonics equipment in the 
Bharat Electronics (P) Ltd., is to be ensured.

♦The Committee were informed at the stage of factual verification that “(i) the various 
user Ministries and Departments had been circularised by the Defence Ministry and re­
minded of the Prime Minister’s directive in March, 1955 and in September, 1956 res­
pectively and (2} at the instance of the Defence Ministry the Ministry of W.H.&.S issued 
instructions in November, 1956 to all the Ministries regarding the procedure to be followed 
in placing orders for electronic equipment prescribing that electronic equipment could 
be imported only after BEL had given clearance”. • The Committee consider, however, 
that the effectiveness of these steps taken by the Defence Ministry can only be judged with 
reference to (1) the production figures given in para 6 and in particular the fact that the 
Defence Departments have accounted for no production at the BEL even in the 5th year 
after the setting up of the BEL and (2) the figures of import of electronic equipment given 
in para 23.

New Delhi;
The 30th April, 1959. 
Vaisakha 10, 1881 (Saka).

BALVANTRAY G. MEHTA, 
Chairman, 

Estimates Committee.
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APPENDIX I
( Vide Para 2 of . Introduction)

LOK SABHA 
Starred Question No. 1056

Answered on the 10//i March, 1959 
B h a r a t  E l e c t r o n i c s  ( P r i v a t e )  L t d .

*1056. Shri A jit Singh Sarhadi:—Will the Minister cff Defence
be pleased to state:

(a) whether Bharat Electronics (Private) Ltd. is keeping to
the schedule of production in the current year; and

(b) if not, the reasons therefor?

ANSWER

THE DEPUTY MINISTER OF DEFENCE (SARDAR SURJIT
SINGH MAJITHIA)

(a) Only partially, Sir.

(b) The production programme for the current year was based
on anticipated orders. But the orders were not 
received sufficiently early, and consequently, produc­
tion could not be taken up as planned.

19



Starred Question No. 1075

Answered on the 10th March, 1959

P r o d u c t io n  in  B h a r a t  E l e c t r o n ic s

{Shri Mohammed Imam:
Kumari Veda Kumari:

Will the Minister of Defence be pleased to state:

(a) the value of total production in Bharat Electronics (Private) 
Limited, Bangalore during the years 1955-56, 1956-57 and 1957-58; 
and

(b) whether there is any proposal to take up new lines of 
production?

ANSWER

THE DEPUTY MINISTER OF DEFENCE (SHRI K. RAGHU-
RAMA1AH)

(a) The value of production of electronic equipment during the 
Jast three years is as follows:—

1955-56—NIL
1956-57—Rs. 6 lakhs
1957-58—Rs. 28 lakhs.

(b) Yes. Amongst others an agreement has been entered into for 
the manufacture of portable trans-receiver set. Negotiations for the 
manufacture of other types of equipment are in progress.%

Shri Ajit Singh Sarhadi: Is it a fact that the Bharat Electronics 
have not kept up to the schedule till now; If so. is it not intended 
that there should be an enquiry as to why they have not kept up to 
the schedule?

Sardar Majhhia: I have already given the reasons for not keeping 
up to the schedule in the answer, and that is that the orders were not 
received sufficiently early, and therefore we could not go into produc­
tion for those specific items, because that is the normal procedure laid 
down on which we take up production.

Shri Ajit Singh Sarhadi: Is it not a fact that at the outset for 
■many years there was no technical personnel in Bharat Electronics to 
keep up to the schedule?

20
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Sardar Majithia: No, Sir. As I said—i do not mind repeating it 
again—it is only because orders were not received and therefore as 
we did not have any orders, we did not proceed with the production 
schedule which can only be done after the necessary orders are 
received.

Mr. Speaker: No no. The hon. Member wants to know if for 
want of technical personnel orders could not be received.

Sardar Majithia: No, Sir.

Shri Mohammed Imam: Is it not a fact that this concern is over­
capitalised and they have constructed a very huge building in which 
a lot of space is lying idle and machinery also is lying idle? May 1 
know the reasons for this? 1 would like to know why there was such 
a huge investment on such a small .factory.

Mr. Speaker: Does it arise out of this? Hon. Member wants to 
know why a large percentage of the machinery and building space is 
lying idle. That is the question.

Sardar Majithia: That also can be put down to the same thing that 
as soon as we receive order^, it will go into production, and as the 
orders increase, as they are expected to. more machinery will be 
brought into work.

Shri Joachim Alva: Has Government kept a check on a large
amount of similar equipment being imported into the country, and 
has the Ministry kept in touch with other Ministries to see that such 
imports are stopped because they militate against the sale of the pro­
duction from Bharat Electronics?

Sardar Majithia: It does not arise out of this, I am afraid.

Mr. Speaker: No, no. A huge factory is established and it is lying 
idle. It is for the purpose of producing, and if there is unhealthy 
competition from a foreign country, how does it not arise?

Sardar Majithia: The competition will only come when this starts 
producing, and this factory will only start producing when we receive 
•definite orders.

Mr. Speaker: No orders will be received so long as there is
import. Hon. Minister will kindly understand the link. So long as 
foreign imports come in here, there will not be any orders received, 
and so long as orders are not received, this will be lying idle, and 
therefore it is necessary for any person who starts it to take steps. 
Ordinary industrialists will always come to the Government and ask 
“for imposition of heavy tariff on the imported article or prevention 
o f it. Why is not a similar thing being done in this case?
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Sardar Majithia: This will be brought to the notice of the Com­
merce and Industry Ministry, and 1 hope they will take action.

Shri Prabhat Kar: May 1 know whether it is a fact that for the 
manufacture of valves a building was erected for Rs. 20 lakhs and. 
up till now the manufacture of valves has not been undertaken, and 
for the last two years in spite of the delay no steps have been taken by 
the Defence Ministry, and if not, why?

Sardar Majithia: It is true that the valves have not been produced1 
so far. They have now practically negotiated, and as soon as this is 
over, valves will be coming off the line.

Shri Ranga: In view of the fact that these negotiations are sup­
posed to have been going on for several months and about two months 
ago the Public Accounts Committee were assured that it was coming 
to a close and they were going to clinch the whole matter, have Gov­
ernment been able, since then, to obtain the necessary licence from 
the Commerce and Industry Ministry in order to enable them to con­
clude this agreement and take up this manufacture?

Sardar Majithia: As I said, the negotiations are very nearly in- 
the final stage, and I expect. . . .

Shri Ranga: With whom? Is it with the company or with the 
Commerce and Industry Ministry?

Sardar Majithia: With the company with which we are going to> 
collaborate to produce these valves.

Shri Ranga: Why is i t . . .  .
Mr. Speaker: These seems to be a lot of interest shown in this 

matter. I shall refer this matter for investigation to the Estimates 
Committee as an ad hoc matter immediately.

Shri Ranga: I thank you.



APPENDIX D

(Vide Para 36)

Value of Plant & Machinery not Fully in use During 1958-59

The percentage of utilisation of standard machine tools installed 
in the Production Shops is furnished below which will give an idea of 
the extent to which machinery is not fully in use:

Extent of utilisation of the machines Value (Rs. in lakhs)

76% and a b o v e ....................................................... 16.88
5i to 7 5 % ...............................................................
26 to 5 0 % .......................................................
6 to 2 5 % ................................................................ 4-4 5
-Upto 5 % ................................................................
Nil U s a g e ................................................................ 7 . 88*

T o t a l ................................... 43*04

N o te .—*Out of Rs. 7.88 lakhs worths of machines which were not used in 1958-59 
•machines valued at Rs. 1.95 lakhs were used in previous years to some extent.
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APPENDED ID 

(Vide Para 39)

Details of Buildings & Parts thereof unused & cost thereof

SI.
No. Building No.

Percentage 
of vacant 

Area

Cost there­
of

Rs.

1 No. 6—Building First Floor—Plant & Ser­
vices .................................... 20% 1 >37.326

2 2-0—North Wing First Floor—M.D’s 
Secretariat, Budget & Finance, 
Supplies, etc. . . . . 40% x,61,589

3 2-B—First Floor—Drawing Office 15% 30,789

4 2-07-Ground Floor—Material Inspec­
tion, Stores . . . . 5% 20,I9&

5 2- 1—Building—First Floor—Personnel 
Department, D.G.M.’s Office, 
etc.................................................. 30% 1,80,225

6 2- 1—Ground Floor—Material Control, 
Chemical & Physical Laboratories, 
ctc* • • • • • • 20% 1 ,20,15*

7 3-0—Workshop Buildings—Machine 
Shop, Shop Planning etc. 30% 3,44,879

8 3-2—Workshop Buildings—Assembly, 
Testing, etc. . • . 70% 1 1 ,52,050

9 3-3—Workshop Buildings—Valves Di- 
vision • • • • • • 100% 1 1 ,02,019

10 3-4—Workshop Buildings—Crystal 
Division, Transformer Division, 
ctc. • • • • ■ • 75% 7,42,073

39,91 >299



APPENDIX IV

Summary of Conclusions and Recommendations

S. No. Paragraph Conclusions/Recommendations
No.

1 2 3

1 9 (i) It seems evident to the Ccirinittee that there was
poor planning in regard to the drawing up of the 
production programme of the Bharat Electronics 
(P) Ltd. It did not seem that sufficient attention 
had been given in regard to the desirability of pro­
ducing standard equipment which could be readily 
produced in bulk at BEL. Instead new standards 
and specification were suggested.

(n) The Committee consider it particularly regrettable 
that the BEL, even though under the Ministry o f 
Defence, has not so far been able to produce any 
electronic equipment for the Defence Services in 
whose case the necessity of reducing dependence 
on foreign sources is especially important.

2 10—13 (0 to seems to the Committee that the Radio and Cable-
Board has not been effective enough in coordinating 
and standardising the requirements of the Users 
so as to present a firm production programme to 
the Bharat Electromcs (P) Ltd.

(iY) The Committee reccnrmend that the Radio & 
Cable Beard and the Standardisation Ccmmittee 
of the Defence Services should take more energetic 
steps to analyse the entire electronic equipment in 
the country in their respective spheres whether in 
the public sector or in the private sector (and not 
merely of the user departments) and to standardise 
in consultation with the Indian Standards Insti­
tution, if necessary, the requirements of all users 
in a way which would enable at once the Bharaf
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Electronics (P) Ltd. to produce in bulk the equip­
ment required and the various users to accept it 
as produced by Bharat Electronics (P) Ltd. according 
to the prescribed specifications.

The Committee observe that there are considerable 
discrepancies between the requirements for 1959-62 
as intimated to Bharat Electronics (P) Ltd. and the 
actual orders placed on them. They cannot but 
agree that absence of firm orders in advance as also 
piecemeal orders would result in un-planned and 
uneconomic production in Bharat Electronics (P) 
Ltd. which is certainly not desirable. They do not 
see any reasons why firm orders to the extent of 
requirements cannot be indicated simultaneously 
with the acceptance of equipment by users. The 
Committee recommend that the various users under­
take a 5-year planning in respect of their requirements. 
They also recommend a thorough review of the existing 
position in regard to the system of placing 
firm orders on a long-term basis to enable the Bharat 
Electronics (P) Ltd. to plan its production pro- 
perly.

Even though the Bharat Electronics (P) Ltd. was the 
only factory producing electronic equipment in the 
country the user departments could approach the 
Bharat Electronics (P) Ltd. only through the DGS&D. 
The Committee recommend a review of the existing 
position.

The Committee do not feel happy that a suggestion 
for relaxation of standards should at all be made. 
They recommend that it should be ensured by Bharat 
Electronics (P) Ltd. that they stick to the specifications 
prescribed and agreed upon. For this purpose 
it should be ensured that the technical and the pro­
duction sides of the Bharat Electronics (P) Ltd. 
are strengthened and made efficient.

The Committee suggest that the levy of import duties 
especially in regard to electronic equipment, which 
cannot be manufactured in the country, might be 
reviewed in the light of the suggestions made by the 
Managing Director.

The Committee feel that the Managing Director’s 
suggestion that the foreign exchange requirements 
for the production to be undertaken in the BEL 
be made available to the latter alone Instead of the
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various user Departments is a suggestion which might 
with advantage be agreed to since it would facilitate 
better planning and also enable users to accept BEL 
sets as and when they require them.

8 20 The Committee consider it unfortunate that the users
have not been able to accept many CSF equipments. 
They fail to understand why the users should specify 
equipment of a particular make and firm and not 
indicate their specifications leaving it to the Bharat 
Electronics (P) Ltd. either to develop and manu­
facture the equipment themselves or to enter into 
licensing agreement with foreign firms for the pur­
pose. The Committee consider that in all these
matters the Radio & Cable Board should play a 
more positive role.

9 21 The Committee suggest that the suggestion that Govern­
ment should not purchase any equipment from foreign 
firms unless thay enter into licensing agreement with 
Bharat Electronics (P) Ltd. on reasonable terms for 
future requirements (except in very urgent cases) 
should be kept in view every time a Ministry proposes 
to purchase any electronic equipment.

10 22 (0 The Committee consider that the reported tendency
on the part of foreign firms to quote unreasonable 
terms for collaboration, thereby making it uneconomi­
cal for the BEL to manufacture or even to assemble 
equipment patented by those firms, underlines the 
necessity for steps to be taken to prevent excessive 
dependence on foreign firms for the manufacture 
of electronic equipment in the BEL. For this 
purpose, it is essential that the B.E.L. should stren­
gthen its Development and Design Organisation 
so that it together with the Defence Research & 
Development Organisation could develop materials 
and techniques in the electronic field in their own 
laboratories as well as in the Universities and Nationals 
Laboratories as expeditiously as possible.

(ii) The Committee feel that it might be advantageous 
if the Defence Science Organisation is also actively 
associated with the Directorate of the B.E.L.

11 23 The Committee feel that the procedure of screening
of indents is not effective enough since it does not 
prevent heavy imports to meet the requirements 
and also does not ensure effective utilisation of ins­
talled capacity for their production.
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12  25 The Committee consider that it is necessary to analyse
the pattern of imports of electronic equipment in the 
country. It is also necessary that there should be some 
long-term planning by the user departments espe­
cially on the pan of the Defence Services as also in 
regard to the requirements of the private sector so as 
to enable the Bharat Electronics (P) Ltd. to plan its 
production properly. In this connection, the Commit­
tee reiterate the necessity pointed out in para 113  of 
their 39th Report (First Lok Sabha). of a survey in 
this regard by a Committee of Experts.

<3 29 The Committee consider that it should be the constant
endeavour of the Bharat Electronics (P) Ltd. to 
achieve self-sufficiency in the matter of indigenous 
procurement of raw materials and components. In 
this matter the need for decentralisation and en­
couragement of feeder industries by going in for 
the system of sub-contracting the manufacture of 
components, to the extent possible, as in the U.K. 
and U.S.A., should be constantly kept in view. 
The Committee, therefore, reiterate the suggestion 
made by them in para 131 of the 39th Report (First 
Lok Sabha) for the appointment of a Committee 
of Experts to undertake a survey of the indigenous 
capacity for the manufacture of components etc. 
and for drawing up a long-term plan for the manu­
facture of various items to the extent required.

14  32—33 (t) The Committee feel that an unduly long time has
been taken in finalising the agreement for valves 
manufacture. They hope that it would be possible 
to finalise the negotiations soon and to undertake 
the manufacture of valves at an early date.

(it) Besides they fail to understand why an expenditure 
to the extent of Rs. 13-80 lakhs has so far been 
incurred on the Valves Division on the basis of 
advice given by the CSF who, however, are not 
expected to collaborate in the manufacture of valves. 
The Committee wonder whether the equipment so 
far purchased for the Valves Division on the advice 
of the CSF and the buildings constructed therefor 
could be fully utilised for the type of valves proposed 
to be manufactured in collaboration with the firm 
with whom negotiations are proceeding.

13 38 The Committee doubt whether there had been ede-
quate planning in regard to the requirements of plant
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and machinery with particular reference to the question 
whether the purchase was related to the immediate 
requirements of the Bharat Electronics (P) Ltd. 
In this connection, they consider significant the un­
usual provision in the Agreement with the CSF 
which restricts the fees payable to the latter for their 
services in the purchase and installation of equip­
ment for the factory to io% of the value of equipment 
certified to have been inspected in the Works of the 
suppliers and found acceptable as per the orders 
placed. The Committee feel that it would be de­
sirable to have an expert technical inquiry into the 
purchases of plant and machinery with particular 
reference to their past and future utilisation.

16 40 The Committee consider it unfortunate that the building
programme was drawn up without much relation to 
the needs or the production programme, resulting 
in large vacant spaces in the buildings.

17 41 The Committee do not think that the Prime Minister’s
directive has been adequately respected by the various 
User Departments including the Defence Services 
or that the Radio & Cable Board and the Ministry 
of Defence, both of whom had an important res­
ponsibility, ensured or even secured its observance. 
There has undoubtedly been faulty planning in 
various matters as pointed out in the Report. There 
is also a case for a scruti-y and a review of the work­
ing of the agreement with the CSF with particular 
reference to the assumptions that were made while 
entering into the agreement and also of the assistance 
so far rendered by them. Nevertheless the Committee 
feel that more energetic steps are required, especially 
on the part of those charged with the responsibility 
of coordination, if adequate production of electronic 
equipment in the Bharat Electronics (P) Ltd. is to be 
ensured.
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