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INTRODUCTION

1, the Chairman of the Estimates Committee having been 
authorised by the Committee to submit the refwrt on their behalf 
present this Fifty Fourth Report on the Ministry of Defence— 
Ordnance Factories—on the subject of ’Organisation and Finance’.

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. They also wish to thank Shri S. L. Kirloskar and 
Shri D. S. Mulla for giving evidence and making valuable sugges* 
tions to the Committee.

BALVANTR.\Y G. MEHTA.
Chairman, 

Estimates Committee,

N e w  D e l h i ;
The 22nd March, 1957.
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INTRODUCTORY

(a) General

1. In keeping with our foreign policy and in accordance with
I h i directive for the promotion of international peace and security 
contained in Article 51 of the Constitution, our Defence Forces are 
primarily intended to preserve the territorial integrity of the country 
and for its defence from external aggression and will not join with 
aggressive intent any race for armaments, even in resp>ect of conven­
tional lethal weapons, much less of nuclear weapons. It is, how­
ever, a lesson of history that no country, however, pacific its general 
p)licy may be, unless protected naturally, can afford to risk a slacken­
ing in its military strength vis-a-vis the neighl)ouring countries and 
recent international events have by no means served to extenuate 
its force. In the present day world, the military strength of a coun­
try is judged not meri-ly by the number of its forces but also by the 
o{)erationaI eflu iency and effectiveness of its equipment and weapons, 
such as tanks, guns and aeroplanes. In this connection the Hoover 
('.ommission on orpanisati(m of the Executive Branch of the Govern­
ment of the U.S.A. in its "Report on Business Organisation of the 
Department of Dcfcnce” has rightly observed as follows:—

■‘7'he management of the Defence establishment is no 
lonijer principally one of managing tactical oj>erations. Of 
e()ual ini|x)nanrc today is the development and production
oi iinpleinents, supplies and services of war—and this aspect 
of Defen<e management has come to require as much 
sfXTialized knowledge and expert direction as is traditional 
in the command of tactical operations.”

7'he development and production of modem and up-to-date 
Defence equipment and armaments in sufficient quantities so as to 
meet the neecls of the Defence Forces for long periods are, there­
fore, of paramount and fundamental importance in the maintenance 
and defence of our independence.

2. The development and production of Defence equipment and 
armaments were the sole responsibility of the Government Ordnance 
Factories in India during the British regime. The position re­
mained unaltered with the attainment of independence and the 
future development of the Defence Industries will also continue to 
!>e the exclusive responsibility of the State in terms of the Industrial 
Polic>' Resolution of the Government, unlike as in the l^S.A. and. 
to some extent, in the U.K.. where private enterprise is also consi­
derably and actively asscxiated with the manufacture of Defence 
equipment.



(b) Historicml Evolution,

3. The origin of the Chtlnance Factories in this country dates 
back to the early nineteenth century when the British Government 
began establishing the Ordnance Factories in India to ensure regular 
supply of munitions to their forces stationed in India mainly bemuse 
oj the lotig period required m bringing defence stores from U.K., as 
ako the feaô  th n  th^ stfpplies by sea might be cut off by enemy 
a£ti6h during war, Pri<)r to the First World War in 1914 and in 
&ct even till the beginning of the Second World War in 19S9, there 
wtre only th^ following e i ^ t  Ordnance and Clothing Factories in 
India;—

(1) Metal 8c Steel Factory, Ishapore, West Bengal.
(2) Gun Carriage Factory, Jabalpur, Madhya Pradesh.
(3) Ammunition Factory, Kirkee, Bombay State.
(4) Cordite Factory, Aruvankadu, Nilgiri. Madras State.
(5) Rifle Factory, Ishapore, West Bengal.
(6) Gun 8c Shell Factor>-, Cossipore, West Bengal.
(7) Harness 8: Saddlery Factory, Kanpur, Uttar Pradesh.
(8) Ordnance Clothing Factory, Shahjahanpur, Uttar 

Pradesh.

4. These S to rie s  were set up between 1834 and 1915. Of these
only six could really be considered as Ordnance Factories in that 
they were making arms and ammunition while the other two viz. 
Harness and Saddlery Factory, Kanpur and Ordnance Clothing 
Factory, Shahjahanpur were only making leather items and clothing
for the Army. These Ordnance Factories were established on an
ad hoc basis to suit the requirements of Colonial Forces stationed in 
India and produced, prior to the commencement of World War II, 
nmnidoiis m  a comparatively older type because the role of the Army 
ill India in those days was limited to fighting comparatively poorly 
armed avmks of countries surrounding India. They really func­
tioned as subsidiaries to the Royal Ordnance Factories in U.K. and 
depended on the latter, to a very large extent, for the supply of im- 
pcmant components, ms^or anemblies and high Explosives. Modem 
arms required by the Armed Forces to fight better equipped enemy 
forcct were obtained f t r a  U.K. during these years.

A little before the ofitt>reak of ^orld iVar II, another OrdnalKe 
Victory IW the m^ufactnr^ of high explosives was set up at Kirkee 
ilk die hicighbotixIkMd of the AmiHnnition Factory, kirlee. Apart 
fiNMn this, no action was taken Between 1915 and the outbreak of 
Wonrld War II, to increase the number and the scope of the Ordnance 
Factories in India. The pressure of events during the last World 
War, however, necessitated considerable expansion in their number



and scope and as a result the following eleven new factories were set 
up:

(1) Ordnance Factory, Amritsar, Punjab.
(2) Bren Gun Factory, Secunderabad.
(S) Ordnance Factory, Dohad, Bombay.
(4) Ordnance Factory, Lucknow.
(5) Mathematical Instruments Office, Calcutu.
(6) Ordnance Factory, Khamaria, Madhya Pradesh.
(7) Ordnance Factory, Ambemath, Bombay State.
(8) Ordnance Factory, Muradnagar, Uttar Pradesh.
(9) Ordnance Factory, Katni, Madhya Pradesh.

(10) Ordnance Factory, Raipur, Dehradun, Uttar Pradesh.
(11) Ordnance Parachute Factory, Kanpur, Uttar Pradesh.

In addition two transplantation projects for the Calcutta area 
factories, were set up hurriedly at Kanpur in view of the fear that 
the Calcutta area might be overrun.

5. After the end of World War II, the Ordnance Factories at 
Amritsar, Lucknow and Dohad, the Bren Gun Factory at Secundera­
bad and the Mathematical Instruments Office at Calcutta were either 
closed down or transferred to other departments while Ordnance 
Factory, Khamaria was placed on care and maintenance.

6. At the time of partition, there were thus 16 Ordnance Facto­
ries of which one was placed on care and maintenance. Since then, 
two other factories Ordnance Factories, Wadala and Bhusawal, 
which were also set up during the last war and were worked 
throughout the war by the Corps of Royal Engineers, were taken 
over as Ordnance Factories in lfK8. Further, of the two trans­
plantation projects at Kanpur, one was retained as an Ordnance 
Factory while the other one. which was utilized by the Royal Air 
Force during the last war as a Maintenance Unit, was formed into a 
small arms factory. I^ ter the Ordnance Factory, Khamaria was 
restored and a new project for the manufacture of modem ammu­
nition was also initiated in it. Besides, another factory for the 
design, development and prototype fabrication of Defence stores 
and the manufacture of Machine Tools, was also established at 
Ambernath in 1953.

7. There are at present thus 20 Ordnance and Clothing Factories 
in India, of which the Ordnance Factory. tVadaia, ^as been placed 
on ‘care and maintenance* basis from early 1956, due to considerable 
reduction in the services’ requirements of jerricans which this factory 
was producing.
(c) Government plants worked hy Private Factories on Agency basis

8. Besides the above Ordnance and Clothing Factories, there are 
two Bentene/Toluene Plants at Jamshedpur and Hirapur/Rulti for 
the supply of toluene required by the High Explosives Factory. 
Kirkee for the production of T N T . These plants were erected ui



194.1-44 in the works of the two premier steel companies, viz. Tata 
Iron and Steel Co. and the Indian Iron and Steel Co.. as they are 
ancilliaries to the Coke Oven plants, existing in these Factories and 
were ^\rorked by the firms in whose premises they are located, on an 
agency basis. With effect from 1st October, 1956, the Jamshedpur 
plant has, however, been sold to M/s. Tisco who have agreed to 
guarantee supply of toluene to the Ministry of Defencc on an ‘as 
required basis.'

(d) Ordnance Factories Re-organisation Committee
9. The problem of organisinj^ and managing Ordnance Factories 

to undertake manufacture of a much larger variety of Defence 
stores than before, so as lo make tlie country ultimately self-sulFuicnt 
in Defence requirements, has aiiscn only since independence, since 
prior to it the Ordnance Factories were functioning as a part of the 
British Armament Production Plan and were neither intended nor 
designed for the manufacture of all the armaments re<|uired for ihe 
defence of an independent country. During the last war. the Ord­
nance Factories were expanded a great deal and were generally 
working to the maximum capacity hut their expansion was not cont­
rolled and planned with reference to the country ’s requirements, and 
resulted in unbalanced plant and machinery in the factories. During 
the immediate post-war period some modifications and re-arrange­
ments of the plant and machinery were, no doubt, made, but due to 
considerable fall in the requirements oi the Ordnance Stores, coupled 
with the uncertainty of the requirements in view of the political 
situation, by 1954 considerable amount of surplus labour had re­
sulted in the Ordnance Factories on account of which certain amount 
of manufacture of civil trade items was also undertaken, so as to 
utilise the idle capacity. At the same time, there Avas considerable 
clamour for increasing the civil production in the Ordnance Facto­
ries. The Government of India, therefore. ap[K>inted earlv in 1954 
a Committee imder the Chairmanship of S. Haldev Singli, rx-Defence 
Minister, to undertake a comprehensive examination of the various 
problems confronting the Ordnance Factories. The composition of the 
Committee and its terms of reference will be found at Appendix 1.

10. The Baldev Singh Committee submitted its report to the 
Government in Det:eml>er, 1954. Sperifir recommendations of this 
Committee have. where\er necessary, been discussed at relevant 
place* in subsequent chapters.



ORGANISATIONAL SET-UP
(a) Historical

11. Until the beginning of the Second World War in 1939, the 
Ortlnance Factories lormcd part of Master General of Ordnance 
(M.G.O.) Branch of the Army and were administered by the M.G.O. 
through the Director of Ordnance Factories. Early in 1940, the 
control of Ordnancc Factories was transferred to the Director General 
of Munitions f^n^duction, a newly formed organisation under the 
then Department of Supply with its office at Calcutta. The head­
quarters ot tlie Ordnance Factories Organisation was also transferred 
to Calcutta and the post of the Director of Ordnance Factories was 
upgraded lo that of Addititmal Director-Cieneral of Munitions Pro­
duction. In HMfi, the control of the Ordnance Factories was again 
reverted to the Deputy C>hief (ieneral Staff in the .\rmy, who had 
taken over the functions of the Master (ieneral of Ordnance. The 
posi of Director Cieneral, OrdnaiKt* Factories which 
was created during World War II. was abolished 
and replaced by that of a Director of Ordnance 
Factories on tenninaticni of hostilities. In 1948, the status 
of the |X)st was again raised to that oi Director (»eneral of Ordnance 
Fa( torie.s with the appointment of an I.C.S. OHuer to that post. At 
the same time, the Director General of Ordnante Factories l>eing 
the head of an organisation whi(h manufactured arms and ammuni­
tion for all the three Services, was placed under the direct administra­
tive control of the Ministrv of Detence.
(b) Present set-uff

12. A chan showin" the existinv; oijiani.sational setup of the 
C)rdnan(e and Clothing Factories, troni tlie .Minister nf Defence 
downwards, is placed at Appendix II.
(c) Defence Froduction Hoard

(i> Recommendations of Iluldtv Sin>̂ h Lotnuxittee
13. I he Ualdev Singh Connnittee. wiiith had been set up to 

undertake a comprehensive examin.ition of the prt)blems confront­
ing the Ordnance Factories. catue tt> the conclusion 
that the de[)artmental form of management was not suitable for the 
efficient working of the Ortlnance Factories and that management on 
the |>attern ot nationalised industries, which are run on the company 
system, might work more efht ientlv and satisfactorily. At the same 
lime, they apprehended certain diHicultii's in changing over from the 
<U p.ntmental system to the companv svstem of management and. in 
consc*.|uc’nce, recommended (a) a Prod tut ion Board with a Ctmtroller 
(rcneia! o{ Defence PrcKiuction of high .status as its Chairman and 
uith the Drience Sccretarv and Scr\ice Chiefs as Memf)ers (or effect-

II



ing coK>rdination between the Ordnance Factories on the one hand 
and civil sector on the other, for meeting the Defence requirements 
in peace and in an emergency and also (b) a Board of Management 
for the Ordnance Factories with clearly defined but wide powers so 
that most of the problems pertaining to the Ordnance Factories could 
be settled by the Board without further reference to other Depart­
ments or Ministries. The Board of Management was to consist of:—

Chairman — Secretary, Ministry of Defence.
Members — Director General, Ordnance Factories

Financial Adviser, Ministry of Finance (Def.)
2 representatives of the Services nominated by 
the Chiefs of General Staff.
1 representative of Railway Board.
2 representatives from Private Sector.

That Committee further recommended that the Board should be 
p|iven autonomy within its budget allotment to follow its own policy 
in regard to (a) purchase of stores, (b) determination of the grade.s 
and number of staff required from time to time and their recruit­
ment, as and when necessary, (c) undertaking of capital works, (d) 
replacement and addition (except for new projects) of plant and 
machinery, (e) acceptance and execution of civil trade work as well 
as determination of levels of stocks to be held, (f) organisation of 
sales, etc. It was also pointed out that if the Board was not given 
adequate powers it would not improve matters and would merely 
result in the introduction of an additional authority between the 
Ministry of Defence and the Director General of Ordnance Factories 
which would make matters worse. That Committee also considered 
this recommendation as one involving a fundamental change in the 
form of management of factories which would go far to improve 
their working and efficiency.

(ii) Setting up of the Board
14. These recommendations were examined by Government and 

it was decided that the constitution of two Boards, as suggested by 
the Baldev Singh Committee, would result in confusi<»n and that 
consequently there should be only one Board whose composition 
might be a combination of that suggested for the two Boards, except 
for the private industrialists, who might be brought into the picture 
through an Advisory Committee to be set up for the purpose. As a 
fau lt, one year after the original recommendation, a Defence Pro­
duction Board consisting of the following was set up by the Govern- 
iDcnt:->

(1) Minister for Defence Organisation.—C/toirmnn.
(2) Defence Stcretaay—Vice-Chairman.

Members
(S) CcMicroller General of Defence Production.
(4) Matter General of Ordnance.



(5) Air pfficcr-jp-Charg?, Tedmical ft; Equipment Servicei»
Air Headquarters.

(6) Chief o£ Material, Naval Headquarters.
(7) A senior representative of the Ministry of Finance (Def.)
(8) Director General, Ordnance Factories.
(9) Scientific Adviser, Minister of Defence.

(10) A deputy to Scientific Adviser.
(11) A deputy to the Controller General—Secretary to the

Board.
The aims and functions of the Defence Production Board were 
declared to be as follows:—

(a) to deal with all policy and important matters concerning
production in the Ordnance Factories;

(b) to co-ordinate research, development and design activi­
ties in the three services {viz.. Army, Navy and Air
Force) with production in Ordnance Factories; and

(c) to secure effective liaison with civil industry for meeting
requirements both in peace and in an emergency and
also for purposes of utilising idle capacity in the
Ordnance Factories for production of civilian goods.

15. While setting up the Defence Production Board it was 
indicated by Government that the question of delegating powers to 
it was under consideration. However, even one year and 3 months 
after the Board was set up, which itself was done two years after 
the Baldev Singh Committee was set up to recommend re-organisa­
tion of the Ordnance Factories and one year after it had submitted 
its recommendations, the Government have not thought it sufficiently 
urgent or even necessary to invest it with any powers in spite of 
the clear and emphatic recommendation of the Committee in this 
respect.

16. The Committee understand that on an average the Board
meets once in two months. They feel, however, that at best the
meetings of tlie Board with such large and diverse Membership
would merely serve as inter-departmental and inter-service meetings 
to iron out differences though, it was explained that, proposals for 
better organisation of production of stores also come up for dis­
cussion.

17. The important decisions on policy, production, etc. so far
taken by the Board are listed at .\ppendix III. It 
would appear that while some of them are of a
self-evident nature, most of the others are sucli as
had already been recommended by ihe Baldev Singh Committee
in December. 1954. It was explained to the Committee that b f  
making the Minister for Defence Organisation as the Chairman of 
the Board and including in it the Defence Secreury and the Financial 
Advisor. Ministry of Finance (Def). it could uke certain
decisions which need not go further upto the Cabinet for approval.
Adviser. Ministry of Finance (Def.) it could take 
ceruin final decisions. However, even the repre-



sentatives of the Ministry of Defence agreed that i» 
the absence of effective powers which the Board ought to 
possess, it had not entirely succeeded in carr^’in" out the various 
objects for which it was set up. The Committee are not surprised 
that this should be so since by its very composition and absence of 
autonomous powers, tlie Board could hardly be expected to serve 
the purpose for which the Board of Management was recommended 
by the Baldev Singh Committee, since every proposal coming up 
before it would have undergone examination by a hierarchy of 
officials at various levels and would have come up before the Board 
only because no agreement could be reached at lower levels, possibly 
for justifiable reasons, and to expect sudden agreement at the Board 
meetings would be rather difficult particularly if the disagreeing 
party w’as the Finance Ministry.

(iii) Suggestions foj a better set-up

18. The Committee are of the firm view that all industries in 
the Public Sector, whether Defence or Civil, irrespective of whether 
there is any profit motive or not, should be run in the manner in 
which all industries are intended to be run anywhere in the world 
and not by a departmental system of management \̂•hi('h in the case 
of Ordnance Factories continues as before even after the setting up 
of the much heralded Defence Production Board. It is an accepted 
principle that the best form of management of industries is the 
company system of management which facilitates their running as 
far as possible or sound business principles. It was pointed out to 
the Committee that the Ordnance Factories had to undertake a 
great deal of secret work in the production of Defence Stores which 
was very dissimilar to that done in the civil production units and 
that the company system of management was not, therefore, very 
appropriate to the organisation of the Ordnance Factories, an argu­
ment which had possibly been accepted by the Baldev Singh Com­
mittee. The Committee do not. however, appreciate this point of 
view since they notice that the Hindustan Aircraft Limited 
which undertakes as much secret work of the Defence Ministry as 
the Ordnance Factories, though on a much lower scale, is running 
quite successfully under the company system of management with 
out* it is hoped, resulting in any leakage of Defence secrets. In this 
connection it would also be of interest to point out that in U.K. 
considerable potential lor the manufacture of Defence stores exists 
in the Private Sector and the Royal Ordnance Factories themselves 
work under the Ministry of Supply (as was also the case in India 
during the war-time) while in the U.S.A. the private sector accounts 
for a substantial portion of tlie manufacturing of Defence Stores, 
though considerations of security in those countries are. presumably, 
of as much importance as in this country. The Committee are 
only too painfully aware that the company system of management 
of industries in the Public Sector in India has by no means univen* 
ally succeeded entirely in working them on sound business principles



and production methods, for a variety of reasons but mainly because 
of lack of experience, lack of sufficient and eflEective decentralisatiom 
of authority and the inability of those controlling these industries to 
get away from their official background. At the same time, this 
system of management is still admittedly better suited for industries 
than the departmental system and the Committee have no doubt 
that its advantages are bound to be noticed with the passage of time 
and with experience. They, therefore, feel that the question of 
bringing the organisation of the Ordnance Factories under a com­
pany system of management or under a corporation to be set up by 
an Act of Parliament needs to be reviewed and examined afresh by 
Ciovernment in the light of the rduaiKs made above. Should, 
however, the Government reach ilic sa:iie conclusion as before, and 
dccide that the company system was not practicable, the Committee 
would commend to (iovernmeiu the standing example of the orga­
nisation of the Railways for adoption in the organisational set-up 
of the Ordnance Factories. 7'hey hope that it would be possible to 
set up at an early date a statutory and autonomous Board analogous 
to the Railway Board for the administration and running of the 
Ordnance F'actories in an efficient manner and on business principles, 
subject, of course, to the limitations inherent in the working of a 
Defence industiT even as in the case of FI.A.L. Under either system, 
the Board should be directly responsible to the Defence Minister, 
A\i»o might retain certain reserve powers so as to ensure effective 
umtrol over it. The Committee consider, as was pointed out by 
the Baldev Singh Committee over two years ago. that this re-orga- 
nisation of the top set-up ol the t>rganisation of the Ordnance 
Fa( iories is a fundamental change of very great importance and 
necessity if the Defence industrv' is to work not as a Government 
department bogged in red tapism, but economically and efficiently, 
the necessity and iir^eiv v loi which (aiinot he over emphasized since 
they affect the \xry security and indejx'ndence of the country.

(iv) Membership of the Board

19. Fhe membership of the Defence Prcxiuction Board has 
already been mentionecl in para 14. There is no non-official indus­
trialist on the Board for almost the same reasons for which bringing 
tiie Ordnance F;utories uiuler a comjDany system of management is 
not considered desirable. The Committee do not feel very happy 
with this view. They ccinsider that private industrialists have an 
ini|x>rtant role to play in assisting the defence production in tlie 
country as explained in para 24 later in the report. While Govern- 
■lent servant.s connecteci with industries in the public sector are 
available to (iovernment full-time, in the course of their normal 
duties, for rendering assistance in their respective spheres in the 
matter of defence production, it is not so in the case of private 
industrialists, who have their own industries and business to run 
and it is necessary to take special steps to enthuse them sufficiently 
to enable them to play an effective role in the national defence 
production. For this purpose, the Committee consider it necessary
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to Science Produc-
tioa Bc^ixl while ti|c ^ e r s  be a s^ ia tcd  through associate
advisory committees or boards. In aildition. their presence would 
be adyants^eous in that they would also bring to bear on the affairs 
of the Ordnaiici? factories i>usi^^$f-Uke methods, procedure and 
gtmpsphere. In th|^ connection, ^ e  Committee would refer to the 
position existing in U.K. where the Board of Management of the 
Ordnance Factories consists of the following:—

CAairman—ControIler of Supplies (Munitions)
Deputy Chairmqn—Mx. C. F. K. Hague of Babcock and Wilcox 

Ltd.
Members

Deputy Secretary (B)
Deputy Controller of Supplies (Munitions Production)
Director General of Ordnance Factories
Director of Organisation 8c Methods
Dr. Jas Taylor of I.C.I. Ltd.
Mr. H. A. Benson of Cooper Bros. 8: Co.

(This represents the position in 1952. The latest position is not 
known.)

The CiO m m ittee, therefore, recommend that irrespective of 
whether the Government agree to have the company system of 
management for the Ordnance Factories or a statutory' and autono­
mous Defence Production Board, the Board of Directors in one case 
and the Board in the other, should be a compact body consisting 
of those who will be usefully and directly connected with the o in -  
nisation and the working of the Ordnance Factories, e.g., Controller 
General Defence Production, Director General Ordnance Factories, 
Financial Adviser etc. and two or three private industrialists. The 
Committee do not consider it necessary that the Board should also 
have on it representatives of the Defence Science Organisation 
(Research) and of the Design and Development Establishments of 
the Services, whose activities, they feel, should be co-ordinated by 
the Controller General Defence Production through associate or 
advisory boards or Committees.

(v) Chairmanship of the Defence Production Board
20. As at present constituted, the Defence Production Board has 

the Minister for Defence Otganisation as its Chairman. The pre­
sence of the Minister for Defence Organisation on the Board, no 
doubt, makes it fairly high-powered to take decisions during its 
meetings without necessarily having to go to another authority for 
lunher approval. The Committee do not, however, consider that 
^  arrangement under whidi the Minister is the Chairman of what 
it intended to be an Executive Board is very satisfactory as they 
feel tlu t the Minister should not associate himself with the actiial 
execution of the policies of Government. Besides, the association



of Minister for Defence Organisation might even deprive the Board 
of its usefulness, as members who are mostly officials are likely to 
feel embarrassed and might even hesitate to express their views 
freely. For similar considerations, the Committee would also not 
consider satisfactory the appointment of Defence Secretary as the 
Chairman of the Board.

21. The Committee have already recommended that two or three
private industrialists sliould be members of the Defence Production 
Board. They would as a further step recommend that the Chair­
man of the Board should also be drawn from the category of private 
industrialists. While making this recommendation, they have 
particularly in view the worthy and outstanding example of the 
Air India International Corporation of which an eminent private 
industrialist is the Chairman. One of the other members preferably 
the Controller General Defence Production may, however, be made 
the Vice-Chairman. *

(vi) Tasks facing the Defence Production Board
22. The problem of defence production for an independent coun­

try is a stupendous one, and the Defence Production Board as the 
top authority in this matter has a very vital role to play in shaping 
policies and in their execution. In all these matters it is fundamental 
that the Defence Production Board should approach the tasks facing 
it keeping in view the dictum that “before effective action is achieved, 
it must be decided what is to be done, how it is to be done and who 
is going to see that it is done”. It is unfortunate that 10 years after 
independence the country is still not self-sufficient in defence produc­
tion while other countries have marched ahead in this vital matter. 
It should be the Defence Production Board's aim to set right this 
unsatisfactory position and augment the country’s defence potential 
in all respects on an emergency basis. At the same time, it is also 
the Board’s responsibility to make a realistic assessment of the 
defence potential ol the countn- in relation to its requirements and 
to advise the Ciovcrnnient to what extent the military strength of 
the country should be augmented by imports from foreign countries 
in various matters such as modem and up-to-date equipment 
including aircraft, tanks and other weapcms. arms and aninuuiition. 
so as to be prepared for all eventualities.

(d) Defence Productiou Advisory Committee
2‘i. For securing effective liaison with the civil industry for meet­

ing recjuirements in peace as well as in an emergency, the Govern­
ment have constituted a Defence Production Adviso^ Committee 
under the Chairmanship of the Minister for Defence Organisation. 
Besides the members of the Defence Production Board, the Advisory 
Committee will consist of one representative each from the Ministry 
of Prcxliiction, Railways. l,al)our, Heavy Industries and Works, Hous­
ing and Supply. In addition, it will have such private industrialists 
and representatives of other Ministries as may be invited from time 
2S20 L .S .^
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to time. The Committee regret to observe that this Committee, 
which was set up on 2-1-1956. indirectly as a result of the recom­
mendation of the Baldev Singh Committee, which submitted its 
report on 17-12-1954, has so far held only one meeting on 16-4-1956 
to which also no private industrialists were invited.

24. No country, whatever be its resources, can afford to keep 
during peace-time its defence production of warlike stores at a level 
which will meet all the Defence requirements in an emergency when 
the requirements amount to several times its normal peace-time 
requirements. For this purpose a ccrtain amount of reserve capacity 
has to be kept in the Ordnance Factories themselves. It has, however, 
to be realised that, whatever the extent of this reserve capacity, the 
Ordnance Factories cannot by thenisches meet all the retjuirements 
in an emergency and that wars now-a-days arc total wars which 
necessitate the mobilisation ol the entire industrial j>otontial in the 
country in the struggle for survival. It is, therefore, of paramount 
importance that capacity to undertake, when required, manufacture 
of Defence stores at short notice and to a substantial extent in the 
civil production units in the public sector as well as in the private 
sector is available and is developed. The importance of assoc iation 
for this purpose, of private inclustrialists in the Deferue produc tion 
cannot, therefore, be over-eniphasisccl. ^'et iIk* ('ominittee observe 
that while the recommendation of the Baldev Sinj^h Committee for 
the association of two private indusirialist^s on the Board of Manage­
ment of the Ordnance Factories was not accepted, no attempt has 
yet been made even to make a success of the alternative Defence 
Production Advisory Committee which was set up. It is a sad 
reflection on the state of affairs that one or two prominent industria­
lists, ^vhom the Committee had occasion to meet, were not even 
aware of the existence of the Defence Production Advisory Committee. 
The Committee consider this as very unbusinesslike .mkI unsatis- 
facton^ for a Ministry which is charged with the respotisibility of 
being always prepared with plans to defend the country in an emer­
gency and to secure the full mobilisation of the country's resources 
at short notice for the purpose. While it v,as explained that some 
efforts were being made by the Defencc Ministn to get a few items 
of stores manufactured indigenouslv brnh directly and through the 
Development Wing of the Ministrv of Commerce and Industry', the 
Committee feel that a revolutionary change in ihis .jftiiude 
of complacencv on the part of the Defence Nfinistrv in the im|K)rtant 
matter of Defence Prcjducticm, is called for and hope •hat it would 
be possible to secure for this purf>osc. the whole hearted co-operation 
of the Indian industrialists (and also the product if m imits in 
Public .Sector) by working the Defence Production Advisory Com­
mittee more effectively.

25. In this connection, the Committee would also like to point 
out that the arran?jpment imder which private industrialists are to

associated with the Defence Production Advisory Committee, only 
as and when necessary and not on a regular or permanent basis, is
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not likely to enthuse the industrialists sufficiently ^vhich is so neces­
sary for successful results. They, therefore, recommend that this 
arrangement should be altered so as to provide for the association of 
the industrialists with the Advisory Committee on a regular basis. For 
this purpose, they also suggest that, if necessary, the Advisory Com­
mittee may be assisted by a number of Sub-Committees each dealing 
with certain specific allied problems relating to Defence Production 
with the industrialists and other civil production units directly con­
cerned with the subject, represented on it.

2(>. As at present constituted the Minister for Defence Organisa­
tion is also the (Chairman of the Defcnce Production Advisory Com­
mittee. The Committee’s comments and recommendations in para 
20 in respect of tlie Chairmanship of the Defence Production Board 
equally apply in this case also.

(e) Controller General of Defencc Production

27. A post of Controller General of Development and Production 
had first been recommended by the Armed Forces Re-organisation 
Committee in April, lU'i'J. as a co-ordinatins authority, wlio was to 
act more or less as Chairman of a Policy Board, for the following 
organisations:—

(1) Defence ScieiKC Organisation:
(2) Ordnance Factories: and
(s\) Technical Development F.stablishment imder the Master

General of Ordnance which is responsible for design,
development and inspection.

The post of the Controller General Defence Production was in­
tended to replace the post of Master General of Ordnance. No action 
•was, hoAvcver, taken to implement this recommendation and it was 
reiterated by the Baldev Singh Committee in their report submitted 
towards the end of 1954. In view of the high status intended to be 
accorded to this post, it seemed obvious that he would have to be of 
status higher than a Secretar\' to Government. Instead, however, 
the Governmeiu sanc tioned a jx)st of Controller Cieneral of Defence 
Production about a vear back of the status of a joint Secretary* to 
Gcnernment, to be in oftitial hierarchy next to the Defence Produc­
tion Board of which lie was to be the administrative and executive 
head. His main functions arc to ccx)rclinate research, development 
and design activities of the three Services with the prcxluction in 
Ordnance Fac tories and to secure effec tive liaison with civil industry' 
for meeting Defence recjuiremeius. A chart showing the organisa­
tional set-up of the Coruroller General Defence Production and the 
functions of the various .sections of his office is given in .\pf)endix IV, 
The Controller General Defence Production is a.ssisted by 15 officers 
and 7.1 other staff.

28. In .so far as the Controller General Defence Production’s 
functions in regard to research are concerned, he is assisted by a 
Re.seanh Conunittee. The Comminct Ttfret to observe, however.
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that the Research Committee has not even started functioning as yet. 
The importance of research work, fundamental and applied, in 
matters relating to the Defence Production of an independent 
country, cannot be over-emphasized. It was earlier mentioned in 
para 19 that research, design etc. activities should be co-ordinated by 
the Controller General Defence Production through associate or 
advisory boards or committees. The Committee, therefore, hope that 
every effort will be made to make a success of the Research Com­
mittee.

29. In so far as the Controller General Defence Production’s 
functions in regard to liaison with civil industry are concerned, he is 
assisted by the Imported Stores and Raw Materials Screening Com 
mittee since replaced by the Defence Production and Supply 
Committee with the following composition and functions:—

Composition
Chairman

Controller General o f  Defence Production.
Members

Scientific Adviser to the Ministry of Defence.
Master General of the Ordnance,
Chief of Material, Navy*.
Air Officer-in-Charge, Technical & Equipment Services, Air 

H.Q.
Additional Financial Adviser (II).
Director General of Ordnance Factories.
Director General of Supplies and Disposals.
Chief Industrial Adviser, Ministry of Heavy Industries. 
Director of Coordination.

Secretary
Director of Production.

Functions
(1) To examine lists of defence stores at present being

imported with a view to establishing indigenous manu­
facture.

(2) To assess capacity in the country both in Ordnance Facto­
ries and outside to meet defence requirements.

(3) To make recommendations regarding conflict of priori­
ties.

(4) T o  recommend policy for stocking raw materials, parti­
cularly strategic materials.
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(5) To recommend the placing of educational orders in m -
pect of stores whose indigenous production is being 
newly developed.

(6) To examine mobilisation plans for defence production
and make recommendations relating to such plans.

(7) To examine bottlenecks in production and make recom­
mendations for their removal.

(8) To examine the provisioning procedure of the Services
and the Director General of Ordnance Factories in so 
far as it aflFects production and to make appropriate 
recommendations.

The Committee have referred to the functions as well as the 
composition of this Committee in their report on “Army Stores” and 
do not propose to dwell on them here. However, it will bear repeti­
tion to mention here that to make this Committee effective, indus­
trialists should also be actively asscjciated with it. Once this is done, 
(he Committee would suggest that the question of merging the 
Defence Production and Supply Commiffte and the Defence Produc­
tion Advisory Committee so as to avoid unnecessary duplication of 
Committees should also be considered.

HO. The Committee were informed in regard to the achievements 
of the Controller General Dcfencc Production and the improvements 
made since the post was created, that the Ministry was still feeling its 
way and was trying to co-ordinate what was being done in various 
departments. One of the items of work besides those mentioned 
earlier, taken up by the Controller General Defence Production, it is 
understood, relates to the standardisation of stores used by the three 
Services. It was explained, however, that it was an item on which it 
would take at least 10 years to achieve any satisfactory results and that 
it was a (ontinuous but slow process. A beginning had been made 
with electronics items.

:U. The post of Ccmtroller General Delence Production meets 
the longstanding and important need for the co-ordination of the 
variotis activities relating to Defence Production which were carried 
out by a number of organisations either luider the Ministry’ of 
Defence itself or others. Its importance was stressed by the .Armed 
Forces Re-organi.sation Committee in 1952 and the Ordnance Facto­
ries Re-organisation Committee in 1954. While there was consi­
derable delay in creating the post and appomting an officer to it. the 
Committee find that the officer since selected holds in addition a 
Joint .Secretary’s post in the Ministry of Defence. Since he is also 
the exec utive head of the Defence Production Board as well as of the 
Research Committee and the Defence Production and Stores Com­
mittee and is also a member of the Defence Production Advisory 
Committee, it is evident that he liolds a pivotal past being responsible 
for and controlling the entire activities of Defence Production.

32. The Committee have heard certain complaints that in 
important and pressing policy matters relating to Defence Production
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in general and production in Ordnance Factories and design and 
development activities in particular, decisions and directions are 
rarely given with any reasonable measure of promptness and some­
times even long periods elapse before they are given. They feel 
that the tardy manner in which some of the important recommenda­
tions of the Baldev Singh Committee, are being examined, e.g., pre­
paring of plans for mobilisation of resources in an emergency, the 
question of decentralisation of authority to secure business like and 
efficient working of Ordnance Factories etc, is to a certain extent 
a measure of the complaints mentioned above.

Tlie Committee are aware that the post of Controller General 
Defence Production has been in existence for only 1 year and that it 
might not have been possible for him to do away altogether with the 
inertia, indecision and complacency among the authorities concerned. 
They hope, however, that it would be possible for him, assisted as he 
is by 15 Gazetted Officers and 73 other staff, to pursue vigorously his 
activities for ensuring co-ordination among different authorities for 
which his post was created and for keepin.? the defence production at 
the optimum level by cutting down red tape and paper work so as to 
keep the country fully prepared for all emergencies. It should also 
be his constant endeavour to stream-line and rationalise the organi­
sation for Defence Production in general and of the Ordnance 
Factories in particular. At the same time to a considerable extent 
the measure of his success is also the success of the activities of the 
Defence Production Board. Defence Pnxhu tion Advisory Committee, 
the Research Committee and Defence Production and Supply Com­
mittee of which he is an imp»rtanr member and the executive 
authority.
(f) Directorate General of Ordnance Factories

(i) Office of Diteclo) General of Ordnance Factories
.13. The Ordnance and Clothing Factories are admiiiistercxl and 

controlled by the Director General of Ordnance Factories whose 
headquarters office is located at Ĉ aU utta. He is responsible to the 
Ministry of Defence, through the Controller General of Defence Pro­
duction. for the efficient management and operation of the Factories.

34. The Director General of Ordnant.e Factories is assisted in his 
work by two Deputy Directors General (one in-charge of administra­
tion and the other in<harge of production), nine Assistant Directors 
General and 39 other Gazetted Officers of various ranks Ijesides a 
Ministerial staff of 337 persons. An organisational ( hart of his officc 
is placed at Appendix V.

35. The Director General of Ordnance Factories exercises (ciutrol 
over prcxluction matters arising in the Factories through the Deputy 
Director General, Orjdnance Factories (Production). All matters 
of policy as well as difficulties and problems of production of ini|x>r* 
umt stores, civil trade work, planning for emergency, development 
of new and important stores, general production control and procc^
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dure in Ordnance Factories are normally dealt with by the various 
Assistant Directors General in-charge of different branches of produc­
tion such as Ammunition, Ordnance, Engineering etc. Matters 
requiring attention of the Director General, Ordnance Factories arc 
normally put up to him through the Deputy Director General, 
Ordnance Factories (Production) when a decision is required on 
imporiant policy and procedural matters.

36. Among the officers at headquarters since 1953-54 one Assistant 
Director General is in-charge of the entire civil trade production in 
the Ordnance Factories, which amounts to nearly Rs. 4 crores per 
annum. The extent of civil production in the Ordnance Factories 
is a policy (|uestion which requires a very high level decision and the 
Conmiittee will refer to it in a subsequent report on Production. 
However, once the extent and nature of civil production is deter­
mined. it is necessary that the facilities available for the purpose are 
put to the most efhcient use by canvassing maximum fmlers in consul­
tation with the indentors and users, by undertaking production 
promptly and eflicientiy and by selling the marketable production in 
a businesslike maimer, which would need a sound Sales Organisation. 
The Committee understand that the Baldey Singh Committee had 
recommended the setting up oi such an Organisation but that this 
has not been done yet. They were informed, however, that it had 
been decided to recruit an oflitcr with tommercial experience for 
more intensive and extensive tapping of the market. In view of the 
importance and potentialities ol civil production in Ordnance Facto­
ries, the Committee feel that the cjuestion of the Organisation for this 
purfx)sc including the Sales Organisation needs to examined care­
fully so as to determine whether it would be necessary to have more 
oflicers and represeiuati\ es at the headc|uarters of the Director 
General of Ordnance Factories at certain regional head(|uariers and 
in the Ordnance Factories themselves.

37. At the headcjuarters of the Director General of Ordnance 
Factories there is a Statistical Quality C’.cmtrol Section in-charge of an 
Assistant Director General. This Section was intrcxluced only towards 
the end of 1955 and is still in an experimental stage. In a large 
industrial undertaking like the Ordnance Factories working on a 
moiiopoli.stic basis, Statistic:al Quality Cxmtrol is cif very great impor­
tance. It is, therefore, rather surprising that it should have been 
intrcKluc ed cmly in 1955 and that it should still be on an experimen­
tal basis. In this case also, the ('ommittee feel tliat there is scope for 
examining the organisation with reference to the position existing in 
similar industries so as to determine whether it would be necessary to 
have more oflicers and staff not only in the headquarters but also in 
the Ordnance Factories themselves, working directly under the 
Superintendents.

Later in this rejxiri. while discussing the cost accounts organisa­
tion, the Committee have suggested that there should be under the 
Director General of Ordnance Factories at headquarters and under 
each Superintendent of a Factory, a cell to interpret vital statisticj

17



revealed by cast accounts data so as to enable initiation of action to 
improve efficiency. The feasibility of such functions being perform­
ed by the Statistical Quality Control Branch may also be examined.

38. In a subsequent report on staff matters, the Committee will 
have occasion to point out various anomalies in regard to the 
employment of staff and increase in their numbers and the necessity 
to fix norms and workloads for all categories of staff etc. They have 
also heard complaints that paper work in the Director General 
Ordnance Factories’ Office and in the Ordnance Factories has 
increased greatly. The Committee would suggest that the question 
of opening ‘Organisation Sc Methods’ Division in the Offices of the 
Controller General Defence Production and the Director General of 
Ordnance Factories to constantly examine these problems should be 
considered.

Chief Security Officer and Chief Medical Officer
39. There is a Chief Security Officer (and a Security Officer) and 

a Chief Medical Officer (and a Deputy Assistant Director, Hygiene) 
in the Headquarters Office of the Director General of Ordnance 
Factories, who are responsible for the internal security and fire 
fighting arrangjements and medical and hygienic arrangements res­
pectively, in all the Ordnance Factories. Their respcmsibilities in 
these matters are discharged through a Security Officer and Medical 
Officer respectively, attached to each Ordnance Factory. The Com­
mittee had some doubts whether the headquarters organisation in 
these matters was necessary and whether at the factory level, the 
respective functions could not be performed by local Nfilitary or 
Civil Officers. They were, however, informed that the Security 
Officers at the Factories level were junior officers (either Captains or 
at the most Majors) and needed some guidance and supervision from 
a Chief Security Officer at Headquarters, who could co-ordinate 
security matters and be also available to the Director General of 
Ordnance Factories for advice. It was also explained that the post of 
Chief Medical Officer was required at Headquarters for the adminis­
tration of Factory hospitals and dispensaries and for co-ordinati(m of 
matters relating to industrial Hygiene, industrial medicine, preven­
tion of occupational diseases, devising of fatigue-reducing and acci­
dent prevention measures as well as sanitation and malaria preven­
tion in the Ordnance Factories’ estates. However, the Committee 
feel that this question should be examined afresh in the light of the 
doubts expressed by them earlier.

(ii Poi’.>erx of the Directors General of Ordnance Factories

40. TTie Director General of Ordnance Factories controls a vast 
oi^anisation consisting of 67,000 men, the annual outturn of which 
amounts to Rs. 15 crores approximately even in peace time and thus 
holds a key position in.the very important field of Defence Pro<luc- 
tion in the Ordnancc Factories, comparable only to that of the 
Managing Director of a commercial concern. The Committee need
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hardly add that the selection of an ofRcer to hold such an important 
post should be based on highest considerations of merit, drive and 
integrity. At the same time, it he is to discharge his functions and 
responsibilities satisfactorily and efficiently, it is necessary that he 
should be delegated sufficient powers, authority and discretion, 
comparable to that of the Managing Director of a limited company 
in the public sector.

41. Most of the powers which have been vested in the Director 
General of Ordnance Factories in regard to the various matters per­
taining of Ordnance Factories, e.g., recruitment, purchase of stores, 
plant and machinery, etc., are exercisable only subject to the concur­
rence of the Associated Finance. The Committee understand that the 
Director General of Ordnance Factories’ powers were greatly enhanced 
in recent years compared to what they were before. They also under­
stand that even the present powers were not considered entirely suffi­
cient and commensurate in a number of cases, with the responsibili­
ties carried by the Director General of Ordnance Factories and that 
if he is to function on business principles and keep his organisation 
prepared for emergencies, it was felt that they should be increased. 
They were told that this question is discussed from time to time by 
the Defence Porduction Board and Government. The Committee 
recommend that the question of further delegation of jx)wcrs to the 
Director General of Ordnance Factories consistent with his resf>onsi- 
bilities should be examined afresh at the higest level in the light of 
tlie present day conditions and the remarks made above, and necessary 
orders issued at an early date.

(iii) Need for an Executive Board

42. 7'he Committee fiave recommended in the above paragraph 
that authority consistent witli resjx)nsibilities should be delegated to 
the Director General of Ordnance Factories. At the same time, they 
are aware that it is by no means sound to vest excessive authority in a 
single individual. In most commercial concerns to avoid concentra­
tion of authority in the Managing Director, he is assisted by a 
Uoard of Management with well defined p<iwers. of which the 
Managing Director is the Chairman. This is particularly necessary 
in (oncerns where the Managing Director is a non-technical man. 
The Committee suggest that in the case of the organisation of the 
Ordnance Factories also, it would be a step in the right direction to 
have an Executive Board for the management of day-to^y affairs of 
the Ordnance Factories with the Director General of Ordnance 
Factories as its Chairman, and with sufficient powers, as suggested in 
para 41. It was explained that even at present in the office 
of the Director General of Ordnance Factories, the Deputy Directors 
General and the Assistant Directors General work in a functional 
manner but the Committee feel that it would be of great adv-antage 
to have the Executive Board suggested above, consisting of the 
Director General of Ordnance Factories and the Deputy Directors 
General and one or two selected Assistant Directors General and
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also the Deputy Financial Adviser (Factories) and the Controller o f  
Defence Accounts (Factories) as its members. In addition, when 
discussing problems of particular regions or Ordnance Factories, it 
should co-opt the Superintendents of one or two Local Ordnance 
Factories on the Board so as to ensure prompt disposal of business. 
It should also maintain minutes of meetings, meet regularly at least 
once a week or fortnight and have definite rules of procedure. In 
this connection, it might be mentioned that in U.K. the Royal 
Ordnance. Factories have also an Executi\e Board consisting of 
the following:—

Chairman—Director of Ordnance Factories
Deputy Director General of Ordnance Factories 
The four Group Directors 
Chief Superintendent R.O.F. Woolwich 
Under Secretary'/General and Labour 
Assistant Secreury/R.O.Fs.

[The Estimates Committee of the House of Commons had re­
commended in 1952 that the Director of Accounts should also be 
made a member.]

(This represents the position in 1952. Tlie latest {X)sition is not 
known.)

iThe Committee were glad to be informed, after this report had been almost 
fina lis t, that the Defence Production Board had recently accepted the proposal of an 
Executive Board for the D.G.O.F. with almost the same composition as suggested 
above.]

(iv) Inspection of Factories

4.̂ . The Committee understand that there was no system of re­
gular annual inspections—technical and administrative—of the 
Ordnance Factories by the Director General of Ordnance Factories 
or his Deputies, though, it was explained that, normally all Factories 
got inspected once a year and, in some cases, even more than once, 
according to the requirements of each case, e.g., while setting up of 
a new project or unit etc.. and that the result of these inspections 
was recorded in the form of inspection or tour notes. They feel 
that these casual inspections should be replaced by regular inspec­
tions for the purpose of carrying out a detailed examination of the 
various production activities and staff problems of the Factories, of 
the extent of implementation of the various instructions of the 
Director General of Ordnance Factories etc. with particular refer­
ence to the detection by an on-the-spot .study of uncTonomical and 
wasteful methods of production, employment of excessive staff etc. 
In the Committee’s view, such a system of regular insf^ections. if 
conducted by a central technical team headed by an officer of sufTi- 
cient seniority could help to improve the general tone of administra­
tion and to bring about economy in production.
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(v) Location of the Office of the Director General of Ordtiance-’
Factories at Calcutta

44. The Headquarters Office of the Director Cieneral of Ord« 
nance Factories is at present located at Calcutta, where it was trans­
ferred from Simla in 1940. Calcutta appears to have been chosen, 
then because of the necessity of maintaining close liaison with the 
organisation of the Director General of Munition Production at Cal­
cutta which was formed during the last war and to whose control the 
Ordnance Factories were transferred. The continuance of the 
Headquarters at Calcutta in spite of the various changes which have 
taken place since then was explained as partly due to historical 
reasons but mainly due to the following reasons;

(i) It is ncccssary for the Headquarters of the organisation of 
the Ordnance Factories to maintain close and constant 
co-operation with the Heavy Engineering and other 
Engineering industries, which were until recently 
clustered around Bengal or were nearer Calcutta than 
any other industrial centre.

(ii  ̂ There would be considerable difficulties in making a 
large scale movement of ministerial staff of the 
D.Ci.O.F’s Office since they are disinclined to move 
out of Calcutta.

(iii) Even if Delhi were selected from the point of view of 
maintaining better co-ordination with the Controller 
General Defence Production and Services, there might 
be difficulties in shifting the Headquarters because of 
the congestion in Delhi both in the matter of Office 
and residential accommodation.

As regards the first item, the Conunittee feel that the advantages 
of hnating th e Director (ieneral of Ordnance Factories Headquar­
ters at C^alcutta on the ground that it is the centre of the Engineering 
and Metallurgical industries in India, have been counterbalanced 
now by the disadvantages of its vulnerability as evidenced by the 
last war and distance from the border, its general stale of unrest and 
the Uxtation of substantial metal industries including the new steel 
projects in other parts of India. Further, viewed from the aspect of 
liaving the Headquarters at a centrally situated place, with the re­
sultant economy in various matters, the liKation of the Office at 
Calcutta hardly seems to l>e satisfactory since it is situated at almost 
one corner of the country, resulting in considerable expenditure on 
account of the travelling allowances on tours of officers and staff and 
for the Calcutta allowances for those stationed there. Further, the 
distant situation of the Headquarters Office from Delhi is also not 
conducive to close coojwration and co-ordination between the 
Direc tor General of Ordnance Factories on the one hand and the 
Services, the Defence Ministry, the Controller General Defence Pro­
duction. the Director General, Supply and Disposals etc. on the other 
hand, which are so very essential in such matters as removing the



’̂ various 1x>ttlenecks in the production programmes o£ Factories e.g,, 
suply of drawings, specifications, changes in priorities of manu­
facture, obtaining sanctions, policy decisions, orders etc., delays in 
receipt of materials etc. and above all to reduce paper work and 
red-tape. As regards the difficulty of their being congestion in Delhi, 
it might be possible to arrange a mutual transfer or exchange with 
some other office at present situated in Delhi. In this connection, a 
reference is invited to the Committee’s recommendation in para 19 
of their Forty-Third Report regarding the I.A.C. Headquarters. The 
Commitee, therefore, recommend that the feasibility of shifting the 
Director General of Ordnance Factories’ Office to Delhi or to a more 
central place than Calcutta be carefully considered again at the 
highest level.

(g) Ordnance Factories
(i) Organisation

45. Each Ordnance Factory is under the charge of a Superin­
tendent (except a small factory which is under the charge of a 
Works Manager) vrho is assisted by Works Manager/Managers and 
Assistant Works Managers in the Gazetted Cadre and other super- 
>asory suff in the non-gazetted and non-industrial cadre. In addi­
tion, each Ordnance Factory has a Security Officer, a Medical Officer 
and Labour Officers, depending on the labour strength.

46. An Ordnance Factory is generally divided into four main 
groups, under two W^orks Managers viz:

(i) Administration Group
(ii) Pre-Production Group

(iii) Production Group
(iv) Engineering (Maintenance) Group.

These groups are further subdivided into different sections. In 
majority of small factories there is only gne Works Manajjer.

(ii) Powers of Superintendents and for Factory Board

Al. Earlier in the report the importance of the po.st of the Director 
General of Ordnance Factories and the necessity of delegating suffi­
cient authority to him, to be exercised in consultation with an Exe 
cutive Board, have been stressed. The Superintendents of Ordnance 
Factories at their level are by no means of much less impf>rtance as 
they are directly responsible for the efficient running of the organi­
sation of an important unit in Defence Production. They have the 
direct responsibility of controlling and managing a large labour 
strength and of ensuring by firm but tactful persuasion, efficient and 
economic production. The Committee consider that the Superin­
tendents of factories should also be delegated sufficient authority in 
all matters ci>nsistent with their responsibility, and further that it 
should be watched by the Director General of Ordnance Factories 
centrally, that authority delegated is properly and sufficiently exercised



a t
and that unnecessary references arc not made to him. The Ck>m- 
mittee understand that the powers of Superintendents were only re­
cently enhanced to their present limits, but they feel that there is 
still scope for a further review. They also consider that the powers 
should be exercised by the Superintendents in consultation with a 
Factory Board to be set up for each Ordnance Factory consisting of 
himself, the Works Managers, one or two selected Assistant Works 
Managers, the Factory Accounts Officer and also, where necessary, the 
Labour Officer for the efficient day-to-day conduct of work, with rules 
similar to those recommended for the Executive Board of the 
Director General of Ordnance Factories.

(iii) Location of Ordnance Factories
48. The Ordnance Factories are at present situated in various 

parts of the country. Prior to the Second World War, three of the 
eight Ordnance Factories were located near Calcutta. During the 
war-time expansion of the Ordnance Factories, it was to a consider­
able extent arranged to have two or three Factories capable of doing 
a particular class of work, so as to provide alternative sources of 
supply of defence stores and to avoid "having all eggs in one basket”, 
which is so very vital, especially during emergencies, when Ordnance 
Factories and lines of communication are the maim targets of a ir 
attacks, lender the present arrangements is also happ>ens that an 
item of production has to pass through 3 or 4 Ordnance Factories 
before the final product î  obtained. This very often results in heavy 
transportation charges, but it is inevitable to a considerable extent, it 
was explained, due to Security considerations. The Committee 
understand that various factors e.g. nearness of sources of raw mate­
rials, and destinations of finished products, power, water, nature and 
level of terrain, labour, strategic security etc. are given full considera­
tion before deciding the final location of Ordnance Factories. They 
were told, however, that while all these factors were being fully 
considered before setting up new Factories, there was little or no 
choice in the case of existiu|* Factories. This question was also 
examined by the Ordnance Factories Re-organisation Committee who 
felt that the question of siting of Factories needed very urgent con­
sideration and also recommended a number of modifications in the 
plant and machinery existing in the various Ordnance Factories so- 
as to rationalise the output, some of which have been carried out. 
The Committee feel, however, that the question of the location of 
Ordnance Factories with reference to security considerations as also 
of their rationalisation with a view to economic and efficient output 
needs to l>e constantly kept imder review by the Defence Production 
Board and the Controller General of Defence Production.
(h) Management of Ordnance Factories producing non-warlike stores

49. The Committee find that of the 20 Ordnance Factories in- 
India, 6 Ordnance Factories manufocture Defence Stores, which by 
no means could be called war-like stores, or those involving secrct 
nature of production, namely Harness and Saddlery Factory, Kanpur



(Clotiiing Factory, Shahjahanpur, Ordnance Parachute Factory, Kan­
pur, Ordnance Factory, Dehra Dun, Ordnance Factory, Bhusawal, and 
Ordnance Factory, Wadala, the last of wiiich is placed on care and 
maintenance. The other Ordnance Factories manufacture arms, 
ammunition and explosives, the production of which could certainly 
be considered of a secret nature. The Committee feel that even 
if it is not possible to constitute the latter category of Ordnance Fac­
tories into the company system of management, it would still be worth­
while and advantageous to consider the feasibility of handing over 
the other category of Ordnance Factories to tlie Production Ministry 
for being managed under the company system so as also to facilitate 
the enlargement of their scope for the production of a large variety of 
stores. In tliis connection, it was pointed out to them that the 
Ministry of Defence was almost the sole client of all these Ordnance 
Factories and as such tianding them over to the Production Ministry 
would, without increasing the efFiciency, only succeed in interposing 
• another Ministry between the user and the supplier. The Com­
mittee are not. however, able to appreciate this argument entirely 
since the Clothing Factories were actually managed by the Clothing 
Directorate during the war time and not by the Ministry of Defence 
while in U.K. all the Ordnance Factories are managed by the Minis­
try of Supply. It was also mentioned to them that at one stage the 
question of handing over the C'lothing Factory at Shahjahanpur to the 
Private Sector or to somebody else had been examined but was 
dropped when it was learnt tliat the Railway Ministry-, who were 
buying their clothing from outside, were not satisfied with their 
arrangements and were thinking in terms of setting up a clothing 
factory of their own, since it was thought that it was a better arrange­
ment to have a factory, which produced stores entirely for one Minis 
try, under that very Ministry instead of under some other authority. 
T h e  Committee feel that it would still be an advaiuage if the Minis­
try' which had specialised in production methods, even though its 
present experience might not be ver\- great in this line, should be 
responsible for the running of industries which could be salely nm 
by them. In this connection, it was pointed out that the Ministrv 
of Production itself had more than once during informal discussions 
asked the Director General of Ordnance Factories to take over the 
National Instruments Factorv'. Calcutta and to control it along with 
the Ordnance Facton-, Dehra Dun. to which it is allied, as was indeed 
done during the war. but that this suggestion was not found accept­
able to the Director General of Ordnance Factories even though it 
might be the best arrangement since it was felt that the Director 
General of Ordnance Factories had already a verv' heavy load of 
work. In consequence, a Co-ordinating Committee of which the 
Director General of f)rdnance Factories is the Chairman, had been set 
up to co-ordinate the activities of the two Factories, namely, the 
National Imtruments Factory and the Ordnance Fac tory, Dehra Dim, 
thus indicating the necessity and desirability of having for these two 
lactories a C>ommon management under the Ministry of Prcxiuction. 
since the Ministry of Defence could not possibly manage both. The 

^Committee also feel that it would be an additional advantage if the
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“Defence Ministry, which was probably overburdened, could be re­
lieved of the responsibility of managing industries which are not of a 
strictly security nature as it would enable that Ministry to concentrate 
on Defence matters which are of vital importance to the defence of 
the country. At the same time, if placed under the Production 
Ministry, it might also enable these factories to be fitted into the 
general industrial development in the country by undertaking pro­
duction of a greater variety of stores instead of producing only the re 
quiremcnts of the Defence Ministry. The Committee, therefore, re­
commend that the question of transferring the control of the Ord­
nance Factories which produce non-warlike Stores from the Ministry 
of Defence to the Ministry of Production should be examined serious 
ly and a decision taken expeditiously without keeping it under con­
sideration for long.

It has already been mentioned earlier that two plants for thre 
pnKhiction of Benzene/Toulene were set up by Government on an 
agency basis in factories belonging to the two premier steel factories 
in the private sector and that they have been working as such for the 
last abom 13 years. The Committee feel that the feasibility of ex­
tending such agency arrangements to the production of other items 
of non-lethal stores, required by the Ordnance Factories and Defence 
Services in other production units in the private sector, should be 

'Constantly kept under review.
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I l l
FINANCE & ACCOUNTS

(a) Ministry of Finance {Defence)

50. The entire Finance 8c Accounts Organisation pertaining tô  
the Ministry of Defence functions under the Financial Adviser. De­
fence (Finance) who is the principal representative ■OTTIit-i'Tnance 
M m ist^ in the field of Defence expenditure and is responsible for 
dealing with all Defence matters having a financial bearing. In so 
far as financial ipattcrs are concerned, he is assisted by Additional 
FinancianSdviim and Deputy Financial Advisers, each dealing with 
certain aspects of Defence expenditure and no proposal for fresh 
expenditure pertaining to the Ministry of Defence can be sanctioned 
without the concurrence of the Financial Adviser or his representa­
tives who are also members of the various Committees of the Defence 
Ministry and of the Services Headquarters. In so far as the Accmmts 
responsibilities of the Financial Adviser are concerned, they are prt*- 
formed through the organisation of the Controller General of De­
fence Accounts under whom work a number of Controllers of De­
fence Accounts. Of the various Officers under the Financial Adviser, 
one Deputy Financial Adviser and one Controller of Defence 
Accounts attend whole-time to the Finance and Accounts matters 
respectively pertaining to the Ordnance Factories.

51. A senior representative of the Ministry of Finance (Defence) 
is a member of the Defence Production Board as well as the Defence 
Production Advisory Committee referred to in Chapter II. The 
Committee undersund that of the six meetings which the Defence 
Production Board held so fcir, three were attended by the Financial 
Adviser while the remaining three were attended by his represen­
tative. They also understand that so far there had been no case 
where the Financial Adviser disagreed with the Defence Ministry’s 
view at a meeting of the Defence Production Board. It was further 
explained by the Financial Adviser that in matters of sufficient im­
portance, where there were indications that the Defence Ministry 
were likely to press a view not arranged to obtain the views of all con­
cerned in consonance with the Finance Ministry’s view, the Finan­
cial Adviser suggested prior to the meeting of the Board. As in 
para. 17, the Committee feel that this might make it difficult for 
the Defence Production Board to functions effectively. They would 
like to refer in this connection to the role of the Financial Com­
missioner, Railways in regard to Railway expenditure. The Finan­
cial Commissioner, Railways is a member of the Railway Board and, 
though a representative of the Ministry of Finance attached to the*



Ministry of Railways, functions as Secretary to the Ministry of Rail­
ways in financial matters. The Committee understand that though 
the Financial Commissioner, Railways had the right of approach to 
the Finance Minister in matters where he differed from the Minister 
of Railways, it had been used very sparingly.

On the other hand, during their tours and discussions the Com­
mittee heard several complaints of bickering between the adminis­
trative authorities and the financial authorities, (who were accredit­
ed to the Defence Ministry but did not work under them) and of 
consequent irksome delays in such important matters as for example 
replacements of plant and machinery. It is not the intention of the 
Committee to suggest that this is a situation which is peculiar to the 
Ministry of Defence. They feel, however, that the arrangement ob­
taining on the Railways under which the Financial Commissioner, 
Railways functions as a member of the autonomous Railway Board 
but with certain reserve powers, and under which his representatives at 
the lower levels work under the General Manager of each Railway 
Administration but with a right of approach to the Financial Com­
missioner, Railways, if necessary, is less liable to such bickerings and 
delays than that existing in other Ministries and Departments. They, 
therefore, suggest that a similar system be adopted with advantage 
at least in the case of Ministries dealing with industrial projects and 
commercial matters and in the Ministry of Finance (Defence) in so 
far as defence production is concerned. The Committee have al­
ready recommended that the Defence Production Board should func­
tion in exactly the same autonomous manner as the Railway Board 
so as to ensure more businesslike work than at present and hope that 
with this reform it would be possible to make the functions and the 
position of the Financial Adviser, Ministry of Finance (Defence) and 
his organisation analogous in all respects to that of the Financial 
Commissioner, Railways and his organisation so as to facilitate the 
quick achievement of the objective aimed at.
(b) Deputy Financial Adviser (Factories)

52. The post of Deputy Financial Adviser (Factories) w’as creat­
ed in April, 1952 for the purpose of financial control over the acti­
vities of the Ordnance Factories. He is the representative of the 
Financial Adviser attached to the headquarters of the Director Gen­
eral of Ordnance Factories. Prior to April, 1952, the Controller of 
Defence Accounts (Factories) Fimctioned as ex-officio Deputy Finan­
cial Adviser (Factories) in addition to his own duties. He was, how­
ever, assisted by a whole time Assistant Financial Adviser.

53. The Deputy Financial Adviser’s office consists of 6 Officers, 
nine Assistants, three Upper Division Clerks etc. The total expen­
diture incurred on his organisation during the last three years was 
as under:—

*953-54 ........................................ R i. 1,16,570
*954-55 ........................................ Rt. 1,16,646
* 9 5 5 - 5 6 ........................................ R«. I.i8,6a3
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The function of the Deputy Financial Adviser is to render finan­
cial advice to the Director General of Ordnance Factories and to the 
Defence Ministry and to carry out financial scrutiny of proposals put 
forward by them. All proposals for fresh expenditure in respect of 
works, plant and machinery, provision of stores and establishment 
initiated by the Director General of Ordnance Factories require the 
Deputy Financial Adviser’s prior concurrence. The Deputy 
Financial Adviser also advises the Director General of Ordnance 
Factories on the annual estimates and also watches the progress of 
expenditure against Budget grants and allotment and examines im­
portant irregularities. He also deals with appeals against internal 
audit decisions. On all important matters involving large financial 
implications and questions of f>olicy, the Deputy Financial Adviser 
(Factories) seeks, at his discretion, the advice of the Additional 
Financial Adviser.

(c) Controller of Defence Accounts (Factories)
54. The Controller of Defence Accounts (Factories) is responsi­

ble to the Ministry of Finance (Defence) through the Controller 
General of Defence Accounts and the Financial Adviser. Ministry of 
Finance (Defence) for all accounting matters etc. pertaining to the 
Ordnance Factories. His main office is attached to the office of the 
Director General of Ordnance Factories at Calcutta. He has, liowpver. 
Branch Offices attached to each Ordnance and Clothing Factory. 
The various Branch Offices attached to the Ordnance and Clothing 
Factories function not merely on behalf of the Controller of Defence 
Accounts (Factories) but also tender financial advice to the Super­
intendents of the Factories more or less on behalf of the Deputy 
Financial Adviser (Factories).

55. The main office is responsible for the compilation and audit 
of the store and production accounts of the Factories and pay ac­
counts of civilian gazetted officers and establishment employed there­
in and the Technical Development Establishments as also of the office 
of the Director General of Ordnance Factories. The main duties of 
the Branch Accounts Offices attached to the various Ordnance t'ac- 
tories are maintaining w'age records, preparation of wage rolls for 
the industrial labour, allocation of la ^ u r  charges to production, 
maintenance of store accounts, audit of local purchase ana other con­
tractors’ bills, maintenance of cost and production cards, allocation 
of overhead expenses to production, mechanical compilation of cost, 
labour and other tabulations, internal audit and financial advice to 
Factory Superintendents.

56. The authorised strength of the organisation of the Controller 
of Defence Accounts (Factories) comprivses of 48 officers. 1794 Class 
III stafif, 88 key punch operators and 179 Class IV servants. The 
expenditure on this organisation during the last three years was as 
under:—

1953*54 ........................................ R$. 60*04 Iskfu
*954-55 ........................................ R». 60 55 „
19 5 5 -5 6 ............................... R«. 60*53 „
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57. During the visits of the Sub-Committee of the Estimates 
Committee to the Ordnance Factories an impression was gathered 
that there was a feeling that in certain factories the strength of the 
Accounting staff was somewhat excessive. They were, however, in­
formed by the Financial Adviser that a continuous review of the 
staff strength was conducted with reference to the fluctuations in 
the workload. They find, however, that in spite of this continuous 
review, the expenditure on the organisation of the Controller of 
Defence Accounts (Factories) had not shown any decrease in spite of 
the falling workload in ti)c Ordnance Factories over the last few 
years. They also find that no comparative study of the accounting 
staff in the various Ordnance Factories iyiter se as well as with that 
obtaining in other State Industrial UndcrtakinRs and Factories in the 
Private Sector had ever been undertaken. They feel that such a 
comparison would be useful in determining the standard strength 
of the staff in this respect as also their duties. Tliey suggest, there­
fore, that such a comparative study be undertaken at an early date, 
and further, that in the light of it, a fresh review of the accounts staff 
in the Ordnance Factories be conducted.

(d) Separate existence of Deputy Financial Adviser (Factories) and 
Controller of Defence Accounts (Factories)

58. It has been mentioned earlier that a separate post of Deputy 
Financial Adviser (Factories) was created in April. H.'32 to render 
financial advice to the Director General of Ordnance Factories and 
to examine proposals for fresli expenditure in conncction with the 
Ordnance Factories winch functions were previously performed by 
the Controller of Defence Accounts (Factories). The Committee feel 
that Finance and Accounts are complementaiy to each other espe­
cially in a manufacturin" concern and it would, perhaps, be an 
advantage if thev are performed by one Officer as was the position 
prior to 4152 and is still the position in each of the Ordnance Fac­
tories. In this conncction, the Conimitfee would like to refer again to 
the practice obtaining on the Railways where the financial and ac­
counting duties arc performed by the Financial Adviser and Chief 
Accotmti Officer who functions under the General Manager of the 
Railway Administration but has the right of approach to 
the Financial Commissioner, Railwavs, if necessary. They 
feel that this arrangement could be adopted with advantage in 
an industrial undertaking like the Ordnance Factories so that one 
Officer, who might be designated as Financial .\dviser and Chief 
Accounts Officer, be all the time available to the Director General 
of Ordnance Factories for advice, as in any commercial concern even 
in the Public Sector, so as to ensure businesslike execution of work. 
They understand that a similar recommendation had been made by 
the Baldev Singh Committee two years as:o. They also understand 
that the question of placing the Deputy Financial Adviser (Factories) 
and the Controller of Defence Accounts (Factories^ under the ad­
ministrative control of the Director General of Ordnance Factories 
is already under consideration of the Ministry- of Defence as a part of



general policy. They hope that an early decision would be taken in 
the matter in the light ot the above remarks.

59. In connection with tl>e question referred to in the above para, 
the Committee would like to point out that one of the essential prin­
ciples of the theory of separation of audit from accounts is that the 
accounts organisations should be placed under the administrative 
authorities who would thereby be made to realise their responsibili­
ties in budgetary and financial matters. However, in the matter of 
defence expenditure while the accounts were separated from audit 
about 30 years back, they were placed under the Ministi7  of Finance 
(Defence) and not under the administrative authorities, with the 
result that the lack of co-operation and coordination between the 
administrative authorities and those in charge of budgetary, finan­
cial and accounts matters continues as before. The Committee hope 
that it would be possible to rectify* this state of affairs at an early date.

60. The Committee have already recommended in para 42 that 
at the level of the Director General of Ordnance Factories he should 
be assisted by an Executive Board consisting of himself and a few other 
senior officers including the Deputy Financial Adviser (Factories) 
and Controller of Defence Accounts (Factories), both of whom may 
be replaced by the Financial Adviser and Chief Accounts officer 
when appointed, as suggested above. They have also recommended 
that at th#* factory level tlie Superintendent should be assisted by a 
Factory Board consisting of himself and a few other senior officers, 
including the local Accounts Officer. They feel that the association 
of the Accounts Officers with the management in this manner would 
go a long way in inducing among them a feeling that they are 
equally responsible for management and execution of important de­
fence work and also in bringing about harmonious relations between 
the executive and the Accounts Officers.
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(e) Question of financial concurrence before exercise of Powers by 
Director General of Ordnance Factories etc.

61. Most of the powers delegated to the Director General of 
Ordnance Factories and Superintendents of Factories, are at present 
exerdsable by them only after obtaining prior concurrence of the 
associated finance, viz. Deputy Financial .Adviser (Factories) and 
Factory Accounts Officers. Even though a number of relaxations 
had recently been allowed in tliis respect, the Committee formed an 
impresision during their tours and discussions that there was a gen­
eral feeling of disatisfaction among the executive authorities over 
this arrangement which was considered by them to be very irksome 
and responsible for most of the delays in the smooth functioning ^  
the Factories. The executive authorities also felt that the existing 
financial control crippled, to a large extent, their initiative



(reedom o£ action which was essential in an industrial undertaking 
like the Ordnance Factories and, therefore, advocated elimination 
of this system of control.

62. The Committee have already recommended in para. 58 the 
adoption of the Railway pattern of finance and accounting adminis­
tration in the organisation of the Ordnance Factories. They feel that, 
with this reform, most of the difliculties felt and delays caused at 
present would be resolved to a considerable extent. At 
the same time, they do not consider it either sound or desi­
rable to do away altogether with financial control and scrutiny 
over the proposals of tiie executive and administrative authorities. 
Tiiey would point out that such financial control is recognised even 
in die case of Ck>rporations and Limited Companies in the public 
sector, e.g., the Hindustan Aircraft Limited, the Air Corporations etc. 
where the Financial Manager, Financial Controller, etc. are required 
to be consulted in every financial matter and in case of disagreement 
with the General Manager have the right of reference to the Board 
of Directors/Corporation for final decision. The Committee con­
sider such reserve powers for finance representative necessary and 
desirable in the present circumstances and have, therefore, already 
recommended that they should be provided for in a modified manner 
in the revised set up of the organisation of the Ordinance Factories.
(f) Presentation of Budget

63. The provision of revenue expenditure of the Ordnance and 
Clothing Factories is made under several main heads of Major Head
58, Demand No. 12 of Defence Services Estimates. The major portion 
of the provision is, however, made under Main Head 5, Sub-head A 
of the above Major Head. The details of the items shown under this 
Sub head are given below:—

(1) Pay of Staff
(2) Purchase of Material
(3) Transportation charges
(4) Maintenance of buildings
(5) Customs Duty
(6) Miscellaneous expenses
(7) Civil Production Agency Factories
(8) Directorate of Factories.

The provision for tlie expenditure on tlie organisation of the 
Controller General of Defence PrcKluciion is made under the Minis­
try of Defence while provision for expenditure on the various Mili­
tary Officers and staff attached to the Ordnance Factories as Security 
Officers, Medical Officers. Technical Development Establishment, ctc. 
is made under the centrally controlled Heads in the Defence B u d ^  
such as Pay of .-Xrmy Officers, etc. The provision for expenditure on 
pay and allowances of personnel of Ordnance Factories on leave, 
deputation etc. in U.K. and on procurement of stores re q u ir^  by
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Factories through the High Commissioner for India in U.K. is made 
under Main Head 8, Sul^head B. Expenditure o£ a capital nature 
on works and plant and macliinery for Ordnance Factories is provided 
for under Major Head 86—Defence Capital Outlay—and is included 
in the total provision made for the Army imder this Head. The 
provision for expenditure on pay and allowances of the organisation 
of the Controller of Defence Accounts (Factories) and his sub­
ordinate offices attached to each Factory is made in the total pro­
vision for the Defence Accounts Offices under Main Head 3, Sub-head 
(1), while the expenditure on pay and allowances etc. of the office of 
Deputy Financial Adviser (Factories), which is attached to the Head­
quarters Office of the Director General of Ordnance Factories, is 
provided for in tlie Budget Provision ct die Ministry of Finance.

64. As regards the receipts of the Ordnance Factories, they are 
shown separately under Demand No, 12 under the following heads:--

(1) Proceeds from sale of surplus incl obsolete stores.
(2) Value of Avork done for non-miliiar>' departments, other

Governments and Private Btxlics.
(■}) Sale of stores in Civil Production Agency Factories.
(4) Receipts from disposal ol surplus lands, buildings, etc.

It will thus be seen that the budget provision for various items 
connected with the organisation and set up of the Ordnance Fac­
tories is spread over a number of Major and Minor Heads, thus 
making it very' difficult to get an overall picture of the total expendi­
ture on these Factories. Further, the receipt side shows only the 
value of u'ork done for non-military departnienis, «>ther Ciovernments 
and private l>odies, etc. but does not inditaie the value of work done 
for the Army, Navy and the Air For<e. Thus the present form does 
not also show at one place the anticijjatcd t<»tal capital and revenue 
expenditure on all ()rdnance Factories on the one hand and the 
estimated receipts, including the value of issues to ihe various parlies, 
on the other. I 'he Committee tonsider suth a presentation of all 
budget figines relating to the organisaii<»n ol ihe Ordiuuue Factories 
as ve^' desirable so as lo facilitate proper appici iation of tlie financial 
working of the organisation wliidj apart from the Railwavs, is, j>er 
haps, the largest monojxjlistic produdion unit in the j»ublit setifir 
in India. In this connection, they would like to jK>int out that in 
L‘, a separate \ ’ote (Demand) f<jr the e\(>enditure solely ihe 
tiranance FacJorits is !>eing asked for since H).'»l-52 as a result of 
the recommendation made by the Estimates Oinunitiee <»f the House 
of Commons of l ‘).'>0-51 aiid also a statement is set out in such a way 
as to display the turrent and (apitnl exjK*ndifim on these factories 
on the one hand and ifie various receipts on the oilier s<» as to show 
the net outlay <m runninj; these fac tories. The Cfmmiiiiee, there 
fore, reconifneml that the estimate?; on accoun: of expc^nditure on 
the Ordnance Fa£lories in India l>e als.  ̂ asked for as a separate 
Demand and tliat a sutement similar to that prepared in U.K. may 
aUo be submitted to the House along with the Budget Estimates.
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(g) Form of BudgetSystem of Accounting and Expenditure Control
65. The Committee feci that tlie details under which the estim-

ites for expenditure on Ordnance Factories arc, at present, asked for,
as mentioned in paragraph 63, do not indicate sufficiently the break-up 
of the expenditure under various heads. They, therefore, suggest 
that the following improvements may be made in the presentation 
of the estimates:

(1) Pay of staff should be shown separately for supervisory 
staff, non-industrial staff and industrial staff.

(2;i Expenditure on allowances may be shown separately.
(3) (i) Expenditure on the various training Schemes in the

Ordnance Factories, (ii) expenditure on the inspection 
staff, (iii) expenditure on repairs and maintenance of
plant and machinery', and (iv) expenditure on mis­
cellaneous operating expenses such as fuel and oil. etc. 
may also be shown separately.

(4) Expenditure on welfare activities may be shown separa­
tely.

As regards the receipt side, it has already been suggested earlier 
that the value of work done for the various Military Departments 
may also be shown.

66, The existing form of Budget and the system of accounting of 
expenditure of the Ordnance Factories (in common with the system 
obtaining in the Defence Services as a wholes are primarily designed 
to ensure that the expenditure does not exceed the corresponding 
budget allotment. Even the control over expenditure is generally 
confined to watching the progress of expenditure against allotments, 
the existence of appropriate sanctions for expenditure and the ob­
servance of cannons of financial propriety. In short, the whole sys­
tem aims at meeting requirements of .\ppropriation Audit only, and 
very little attempt is made to correlate expenditure to performance 
and outturn. The system of managerial control which is meant to 
reveal wastages and inefficiency and to help in a flexible adjustment 
of expenditure, almost concurrently with changes in performance, 
is also almost non-existent. Since the Ordnance Factories are indus­
trial undertakings, producing defence stores, the Committee consi­
der that there should be a system by which actual expenditure could 
be readily compared and correlated to out turn, and that the form of 
the Budget should also exhibit this co-relation to the extent possible. 
They would, therefore, recommend that, in the interest of efficiency 
and economic functioning of not only the Ordnance Factories but 
all other undertakings in the public sector, the system of correlating 
actual expenditure with performance and of managerial control. 
introduced therein. They feel that with an improved and modem 
cost accounts system it should l>e possible to enforce such a control. 
In this connection the C-ommittee would also refer to their recom­
mendations contained in paras. 19-23. 31-32 and 86-90 of their thirty-



first re|x>rc on Finance and Accounts in the Ministry of Railways 
which are reproduced in Appendix VI.
(h) Capital Assets

67. The value of the capital assets in the Ordnance and Cloth­
ing Factories as on the 1st April of the last five years is shown 
below
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I. Lands .
а. Buildings
3. Machinery
4. Other Items .
5. Ga» and Water mains
б. Unfinished Items

(t) Buildings . .
(«0 Machinery 

T otal

1-4-52 1-4-53 1-4-54 1-4-55 1-4-56

(In lakhs of Rupees)
94-72 

1008-81 
1219*60 
116*99 
23 19

9604
1225-74
1306-78
Ii6 -l8
16-02

96-07
1280-63
1410-20
116-65

15-77

9609
1288-08
1382-66
13958
20-58

96-10 
1445 09 
1409-50 

136-15 
19*64

445*09 383.36 466-25 54623 479-47
16-98 27-42 29-60 31-95 16.81

2925-38 3171*54 3415 17 3505 17 3602-76

(i) Expenditure in the Last Three Years
68. The expenditure in connection with the Ordnance Facto­

ries booked under the various heads during the last three years is 
given below

a. Main Head 8 (Charges in England) .
3. Ovntal Expenditure :

(i) W o r k s ..........................................................
(«0 Plant and Machinery . . . .

4. Expenditure on pay and allowances of staff of 
CD.A. (Factories) and his subordinate ofFccs

5. Expenditure on pay and allowances of D.F.A.
(F a c to r ie s ) ..........................................................

T otal . . . .

Proceeds from sale of t u r i ^  and obsolete stores. 
Vahie of work done for non-military departments, 

other Govts, and private bodies
Other Misc. R e c e i p t s .......................................
Sale of ttoica in civil production Agency Factories 
R e c e ^  from diy >sal of surplus l ^ s ,  buildings, 

« c . ......................................................
T otal .

1953-54 *954-55 1955-56

(In lakhs of Rupees)

1504 03
86-57

144*'41 
58-66

1305-88 
*5 43

153-80
107-47

135-73 
91 64

112*28 
95-3»

6004 60*55 60*53

117 I 18 1*19

1913-08 1789-17 1590-63

Inance Factories 
given below

under

1953-54 1954-55 1955-56

(In lakhs of Rupees)
0 1 7  1-23 5*90

176'12 
5658 
12-86

272-21
19*65
21*83

394*57
24*34
17-85

• • 0 * 5 1*27

245*73 315*7 443-93
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(j) Developmental Expenditure

70. The developmental expenditure on the Ordnance Factories 
during the various years of the 1st Five-Year Plan was as follows

(Crores of Rs.)
195* 5 2 ............................................................................. 2*49
1 9 5 2 - 5 3 ............................................................................. 2-45
*953-54 .............................................................................  2-61
*954-55 .............................................................................. 2-28
*9 5 5 - 5 6 ............................................................................. 2 07

It would be observed that this works out to about 13% of the 
total annual expenditure on Ordnance Factories mentioned earlier 
and also less than 7% per year of the capital assets of the Ordnance 
Factories which themselves are at a very much low level, as com­
pared to the current prices.

71. It is understood that the Ordnance Factories propose to incur 
the following expenditure for capital investment during the period 
of the 2nd Five Year Plan under the following heads:—

(i) New Projects . • . . Rs. 33 crores (approxi­
mate) excludi^ the 
projects already approved 
by Govt.j

(tt) Replacement and modernisation of Plant and
M a c h i n e r y ...........................................................Rs. 6 crores (approximate).

(tit) B u i l d i n g s ...........................................................Rs. 10 crores (approximate)

T otal . Rs. 49 crores (approx.)

It will be obser\ed that this amounts to less than 1% of the total 
expenditure proposed during the period of the 2nd Five Year Plan. 
The Committee arc not aware to what extent the expenditure pro­
posed above will actually be incurred, as apart from such questions 
as the availability of resources and the ways and means position, 
the procurement of necessary equipment, plant and machinery and 
otlier connected items, tlie depressing fact remains that the Defencc 
authorities have been consistently able in the last few years to spend 
far less than what they planned to. a matter which will be re­
ferred to in the next paragraph. The Committee hope that every 
effort will be made by the Defence Ministry to fulfil their plan 
fully by taking sufficient and timely action for the various pieli- 
minaries necessary for the purpose so that not only will the pro­
duction capacity of the Ordnance Factories have improved but funds 
required by other authorities will not be kept away from them and 
at the same time not spent by the Defence Ministry themselves. 
They would suggest for this purpose that firm annual programmes 
and targets should be carefully laid down in advance and systematic 
reviews should be conducted at frequent inter\*als so as to avoid any 
shortfall in the expenditure and targets laid doi -̂n.



u
(k) Shortfall of Expenditure

72. The original appropriation and actual expenditure under 
Main Head 5(A), Main Head 8 (Charges in England) and Major 
Head 86—Capital Expenditure—in respect of Ordnance Factories 
during the last three years are as follows

Year Main Head 5(A) Main Head 8 Major Head 86
_____________________  ___(Charges in England)

Original Actual % of Original Actual'  of Original Act. % of
Appm. Exp. saving Appm. Exp. saving Appm. Exp. saving

(Figures in lakhs of Rupees)
*953-54 19*0-24 1504-03 21*3 162-0 86-57 46-6 490-00 261-27 46-?
*954-55 1805-80 1441*41 20-2 112-00 58-66 47-6 340 00 227-37 33-1
*955-56 1581-75 1305-88 17-4 42-80 15-43 64 0 315 00 207-60 34-1

It will be seen that a shortfall of actual expenditure below th<* 
original appropriation occurred under all the heads and that in some 
cases it was abnormally high, particularly under Main Head 8 and 
under Capital Expenditure. The Committee regret to observe 
that although this aspect of defective preparation of Budget Esti­
mates and over-estimation of the spending capacity liad been the sub­
ject of adverse comments in successive Audit Reports on the Defence 
Services and the Rejxirts of the Public Accoimts Committee on the 
Appropriation Accounts of the Defence Services, there has not been 
any marked improvement in the position. Further while tlie per­
centage of saving has no doubt been falling as compared to earlier 
years, it is mainly due to the original appropriation itself being low 
instead of there being any improvement in the spending capacity 
in the important matter of defence production. In this connection, 
the Committee would like to endorse the remarks of the Public 
Accounts Committee contained in paragraplis 9 and 10 of their 19th 
Report that effective action should be taken by the Ministry of 
Defence in consultation with the Ministry of Finance ('Defence) to 
evolve a better mechanism of budgetary (ontrol and at the same time 
they would like to recommend that positive steps in the matter of 
taking timely action in regard to placing of orders for plant and machi­
nery and for surrender of funds not required should be taken. Fur­
ther, the Committee also feel that the pre«*nt machinery is not quite 
competent to work efficiently in the prcKluction of military require­
ments and that an overhaul of the present system of management in 
favour of Company or Board system is called for. In this connec­
tion, a reference is also invited to para. 18 of this report.

(1) Analysis of Expenditure and Outturn

73. The figures of actual expenditure in regard to Ordnance 
Factories under the various deuiled heads and the value of outturn



during the last three years and the budgetted figures for 1956-57 are 
as follows:—

Description of the Items 1953-54 1954-55 *955-56 *956-57

I. Pay of staff (excluding 
Finance staff

Accounts and
884*63

(In lakhs of RsO 

929*11 923*62 908*00
2. Purchase of Materials . • . 509 07 4*7 -5* 438*32 475 00
3- Stockpile 29 X1 16*95 5*32 2*05
4. Minor Maintenance • . 55-59 60*01 68*59 73-00
5. C. P. Agencies Fys. • 15-7 15*78 15*66 13*90
6. Charges in England . . • 86-57 58*66 15-43 43*30
7. Capital Expenditure 

(1) Works
• • •

153*80 *35-73 112*28 150*00
(I'O Plant and Mach. . - • 107-47 9*64 95-32 160*00

8. Value of outturn • • • 1451-89 *697-99 1501-10

74. Tlie pay of staff (excluding Accounts, Finance and Inspection 
staft as well as military officers working in the Ordnance Factories 
as S(‘curity OfTicers, Medical Officers, etc.) bore the following ratio 
to (i) the total revenue expenditure, i.e. under main heads 5 and 8 
only and (ii) the value of outturn:—

Year Ratio of the expenditure on pay of
_____ staff to total Exp._______

(i.e. under valueoiouttuxn
main head<

5 & 8)

/•*953-54 52 -9 60 9
*954-55 .......................................................... 58% 54-7%
* 9 5 5 - 5 6 .......................................................... 60%  61-5%

75. It will be seen that the ratio of pay of staff to the total ex­
penditure as well as to the total of outurn has been showing an 
upward trend in the last few years. Wfiile tlie Committee are aware 
that to a certain extent this is due to the presence of surplus labour 
in the Ordnance Factories during these years, they feel that tliis 
reason alone does not fully explain the rise in expenditure on the 
|>ay t)f staff. Tfiey will have tKcasion to refer to this question again 
ui the ('hapter on Staff’ in a subsequent Report.

76. It will also be obser>ed that the expenditure on minor 
maintenance as well as its ratio to the value of capital assets has been 
steadily rising in the last few years. The Committee feel that the 
Capital assets are probably becoming increasingly obsolete and that 
this is a matter which should be viewed with concern and efforts 
made to improve the position.



77. The statement eiven above will also indicate that the expen­
diture on Charges in England and Capital Expenditure on Works 
and Plant and Machinery have also registered a fall in the last few 
years. While it cannot be denied that, to a certain extent, this might 
be due to the tapering of the two Projects, which were uken up 
in the earlier years, namely one at Khamaria and the other at 
Ambernath, the Committee feel that the fact the plant and machi­
nery etc., most of which has to be imported in the Ordnance Factories 
requires considerable modernisation and improvement would indi­
cate the necessity of drawing up plans and for taking timely action 
to implement them so as to improve the capacity and the efficiency 
of the work in the Ordnance Factories. The Committee hope that 
the comments made above will be fully taken into account while 
implementing the Projects proposed under the 2nd Five Year Plan.

78, The break-up of tlie out-turn broadly among the various 
indenting departments, for the last three years, is as follows:

1953-54 1954-55 1955-56

(Figures in lakhs of Rs.)
Issue to Arm; . . . .  
Issue to Navy Air Force and others 
Is:.ue to Civil Industries

1153-37 1192.97 
47 39 64.2a

167.93 392.66

89*.71
66.74

445.93

It will be obser\'ed that the extent of work done for the Navy, 
Air Force etc. is increasing in recent years, though it meets only a 
small portion of their total requirements. The Committee are glad 
to observe that the civil production in the Ordnance Factories has 
been steadily rising. The Committee will ha\e occasion to refer to 
this question in the Chapter on Production in their subsequent 
Report.

79. The Committee do not consider it worthwhile to compare 
the total out-turn with the total expenditure, since the former actual­
ly represents only the cost of production. A worthwhile comparison 
could only be in terms of physical quantities so as to enable a com­
parison to be made of the cost of pnxluction [>er unit. It is for tliesc 
reasons that they have suggested earlier the system of managerial 
control.

(m) Annual Accounts
80. The annual accounts of the Ordnance Factories which con­

tain various details of their production activities, for example, pro­
duction accounts, fmished stock account, the statement of assets and 
liabilities, capiul account, stores account, etc. are marked ‘confiden* 
tiar and are not published in the Commercial Appendix to the 
Appropriation Accounts of the Defence Services. The Committee 
imdentand that the decision to keep them confidential was uken 
after the last war, before which they were being published. The



Committee realise the expediency of this action but would refer to 
the recommendation in para. 64 that a statement showing the current 
and capital expenditure on the one hand and the various receipts on 
the other, so ^  to show the net outlay on running these factories be 
submitted to the House along with the Budget estimates as in the 
U.K. and suggest that it may also show broadly to the extent possible 
the activities which are reflected in the annual accounts.

(n) Cost Accounting

(i) Organisation

81. It has been mentioned earlier that the entire accounts organi­
sation pertaining to the Ordnance Factories works under the Control­
ler of Defence Accounts (Factories). In consequence, cost accounting, 
which is one of the principal functions of the Controller of Defence 
Accounts (Factories), and the staff responsible therefor, who are 
attached to the various Ordnance Factories, are not the responsibility 
of the Director General of Ordnance Factories and the Superinten­
dents of the Ordnance Factories. The Committee do not feel entire­
ly happy with this arrangement. It has to be realised that cost 
accounting is a subject of great importance in manufacturing indus­
tries and its sphere of activity stands midway between the general 
accountant and the engineer. Its usefulness extends to others than 
the cost accountant and includes the engineer, the general account­
ant and the manager, each of whom has to be brought into contact 
with the cost data for the efficient and economic working of the 
industry. It is, therefore, very necessary' that there should be perfect 
co-ordination between the factory management and the cost account­
ing organisation in regard to the various types of data required by 
them within reasonable time, after the process to which it relates. 
The Committee understand that this co-ordination does not obtain 
in an adequate measure under the present set-up and arrangement 
and that the Director General of Ordnance Factories as well as the 
Superintendents of the Ordnance Factories are not satisfied with it. 
While the Financial .\dviser was agreeable to the transfer of cost 
accounting work to the D. G. O. F.’s establishment, he felt that the 
latter might find it difficult to maintain a cadre of cost accountants 
in a contented manner in view of the limited chances of promotion 
under his organisation compared to those available to them under 
the C'.ontroller General of Defence Accounts on whose strength they 
are Iwrne at present. While the Committee feel that this difficulty 
itself could be surmounted by borrowing cost accounting staff from 
Audit and Accounts Offices, as is done by a number of State under­
takings, at the same time they are particular that any alteration in 
the present set-up should not lead to an arrangement under which 
the cost accounts staff are hampered by frequent factory instructions 
which might well be prejudiced because of the critical nature of the 
cost accounting work. The Committee have already recommended 
that the organisation of the Controller of Defence Accounts (Facto­
ries) as in any manufacturing industry, should work under the

89



administrative control of the Director General of Ordnance Factories 
subject, of course, to certain reserve powers and feel that, once this is 
done, the difficulties experienced at present in securing greater co­
ordination between the cost accounts staff and the factory staff might 
not continue to the same extent. At the same time, they consider 
that the Director General, Ordnance Factories and the Superinten­
dents of Factories should each have a cell working under him to 
interpret to him the various statistics furnished by the cost accounts 
branch, so as to enable him to initiate necessary action for the purpose 
of controlling costs and of improving the efficiency.

(ii) System

82. A description of the system of cost accounting followed in 
Ordnance Factories will be found at Appendix VII. It is clear there­
from that costing is not done during the process of manufacture but 
only after the warrant is closed or closed short. The executive 
authorities themselves obtain figures of cost of production after the 
lapse of another long p>eriod. In short, the present cost accountin.s; 
system in the Ordnance Factories is only a historical collection of 
facts long after the event, done more for purposes of accounting and 
record than for any other useful purpose. The Committee can hardly 
consider such a system satisfactory particularly in a monopolistic 
industrial concern, the economy and efficiency of which are of \ital 
concern to the country.

83. The Baldev Singh Committee had characterised two >ears 
back the cost accounting system in Ordnancc Factories as outclnted 
and unsatisfactory' and had stressed the necessity of bringing it in line 
with modem ideas so as to make it useful to the executive authorities 
of the Ordnance Factories. The Committee understand that a 
Departmenul Committee was appcnnted to study the question in 
detail and to make recommendations with a view to improving the 
standard of cost accounting in Ordnancc Fa<'tories. Thev regret to 
observ'e, howev'er, that in spite of the criticism of the Baldev Singh 
Committee, the system continues unchanged as before.

84. The modem conception of cost accounting is more than that 
of just recording the expenditure on lalxiur, overheads and materials 
us<^ in manufacturing products. To justifv its existence, a cost 
accounting department must record and analyse all costs of produc­
tion and report these data to the responsible {>ers(ms in charge of 
manufacturing industries in such form that they are aided in direct- 
ii^  and controlling the operations of the industry* towards its effir ient 
and economic working. In fact, it has been said that the best obtain­
able picture of the working practice and accomplishment of a manu­
facturing concern is given in well designed cost and operating reports, 
ibc major objectives of which are:

(i) to furnish the maximum amount of inforaiation from 
both operating and cost angles;
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(ii) to present in the most practical way, tiie facts that reveal
actual working conditions and situations; to facilitate 
effective supervision of plant operation and to aid in 
attainment of high standards of efTiciency and therefore 
of economy; and

(iii) to aid in determining policies
Intelligent use of cost and operating reports in an industry is 

known to make it possible to
(i) Plan operation systematically in advance.
(ii) Obtain efficient operation.
(iii) Reduce to a minimum spoilage, waste and loss.
(iv) Irnpr<)\e pnx:esscs, methods and procedure.
f\j Conserve resources.
(vi) Secure low costs.
(vii) Securc rapid turnover of working capital.

S'). In ihis conncction it would be useful to repeat the summing 
up by an American author (I'ranklin) in respect of value of cost 
reports:

"Ĉ ost accounting must present to the executive the fair, 
((jmplcte losts of his units of production: it must tell the 
story of the use and waste of his materials; it must illustrate 
in operation and in groups, the pnxluctiviiy of his labour; 
it must picture values and returns, in units and by divisions, 
of his expenses and their relations to lalnjur operations and 
sales: it must marslial facts illustrative of the movements 
and relations of produc tions and sales, and of changing 
situation as may be desired. f>r of the comparative values of 
methods; and it nuist do these things with the minimum 
<»f time and exertion on the part of the executive; for too 
much cost system, too many figures, defeat the real purpose 
»»l (ost acctmnting.*’

Sfi. 11 is also nec essary that the types of rejx)rts must be titled to 
the needs of executives in various {positions requiring different infor­
mation so as to derive the maximum advantage. The importance of 
fitting rejK)rts to the organisation is stressed by an American author 
<I)awes) in these words:

'Accoiuiting, and particularly cost accounting, will 
leadi its greatest development and have its full value in 
those companies whose accounting executives in fact, whose 
full accoiuiting organization, realise and practise the prin­
ciple of "Acctnuits for Operators" instead of “Accounts for 
Accountants." While there are certain basic principles of 
lxK)k-keeping and auditing that must be followed and can­
not be s;icrificed to the whims of operating men. nevcrthc* 
le« the accounting system, and particularly the cost account­
ing system, sliould be designed primarily for the use of the
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operators of the business and not the cost department. Any 
cost system that is imposed upon the operators by the cost 
department instead of beiijig developed from the operations 
is bound to fail of its purpose and probably will instill in 
the minds of the operating men an aversion for, and pre­
judice toward, cost accounting that will be more injurious. 
It will be seen from this, therefore, that if the cost account* 
ing system is to fit the operations, the reports resulting from 
the system must not only fit, but also reflect the operations 
clearly and accurately. It is very important, therefore, in 
the installation of a cost system to have in mind the type of 
reports that will be most useful to the operators and then to 
work back from those reports to the installation of cost 
methods that will produce them.”

Even if cost reports are accurate and of useful types, they lose 
value to the operating executives unless they are prepared and dis­
tributed promptly, in time for inefficiency to be controlled. The 
emphasis in modern management’s philosophy is upon planning for 
the prevention of inefficiency as far as possible. The accounts depart­
ments res]x>nsibilities for the translation of managements’ plans into 
budgets and for the preparation of cost and other reports comparing 
the actual results with the budgeted or standard expectations arc two 
of the steps in preventing and controlling inefficiency. However, its 
responsibility goes further; the work must be completed quickly, so 
that the reports are timely, which means that they must be received 
by each operating executive while the activity is still in process or 
vivid in his memory, or in time to prevent a continuing action that 
would be less than satisfactory.

87. The Committee fail to understand why under the present cost 
accounting system followed in the Ordnance Factories, the cost data 
and reports cannot be made available to the executive authorities at 
the end of a reasonable interval after a particular process of manu­
facture. They do not have in view instantaneous preparation of 
cost data by electronic devices but they understand that the D.G.O.F. 
would be satisfied if it could be made available after a week or even 
a fortnight instead of as at present. The Committee recommend 
that immediate steps should 1^ initiated by the Financial Adviser to 
secure this reform.

88. The Committee also recommend as a further step in the pro­
cess of establishing complete control over all factors, which are sub­
ject to the influence of management, the introduction of the system 
(tf standard costing under which standard costs or predetermined 
costs are prepared in advance of operations according to a carefully 
planned method of making a product or rendering a service and 
icrve the purpose of cost analysis and cost control.

89. Cost analysis for managerial control purposes involves the 
comparison of actual with anticipated or predetermined costs, to
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determine what variations have occurred, their extent and causes, lo 
discover conditions underlying each cause, and to develop or revise 
policies, plans, methods, and practices for the purpose of eliminating 
unfavourable conditions, and to apply these procedures to situations 
requiring improvement.

90. The purpose of analysis is to obtain control over costs. This 
is done by discovering and correcting dctects in methods, physical 
facilities, man-power and organization. Cost analysis touches upon 
and affects the work ot everyone in the industrial establishment. 
Thus its possibilities as a working tool should be clearly understood, 
and its procedures continually employed in attempting to. secure 
lower costs, and in upgrading and impn)vino operating performance.

91. Cost control is defined as the guidance and regulation of the 
internal operations ol a business by means oi modern methods of 
costing, through the measuring ot manufactining and sales perform­
ance.

•
The definition emphasizes the fact that control is a matter of exe­

cutive action: for such control to be effective, the executive acts on 
information obtained by a pnu ess of analysis.

92. The Committee understand that standard costing was intro­
duced recently in two Ordnance Factories and that the results of 
experience gained in its >vorking in those Factories showed that the 
system required simplification and certain mtxlifications for its being 
introduced in all Factories in respet't of major repetiti\e items erf 
manufacture as a regular feature.

93. The Committee recommend that in the light of the remarks 
made above the entire cost accounting system at present followed in 
the Ordnance Factories may be had comprehensively examined by 
the experts e.g., the Cost Accounts Branch of the Ministry of Finance 
and the modern cost accounting system, as obtaining in advanced 
countries, niay be adopted and introduced, without any further 
delay. They suggest for the purpose that the system of costing obtain­
ing in the Royal Ordnance Factories in U.K. may also be examined 
with a view to its introduction in India in the Ordnance Factories 
as well as in all other industrial undertakings in the public sector 
if found suitable.

94. While on the subject, the Committee would also refer here 
to the question of the personnel of the Cost Department. Proper 
personnel to operate a cost system is just as important as the system 
Itself. A weak system with a strong personnel may survive, while a 
strong system with a weak personnel is likely to fail. Persons select­
ed to operate the system should possess a sound technical knowledge 
of accounting procedures, not only of cost accounting but of general
3520 L.S.—4
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accounting as well. They should possess sufficient vision to enable 
them:

(i) to trace the effect of changes in cost on operations;
(ii) to detect errors and irregularities that may creep into the

records;
(iii) to visualise the various manufacturing operations.

95. The Committee would suggest that for the efficient working 
of the cost department, suitable and selected personnel may he had 
specially trained for the purpose both in India and abroad.

(o) Renewal and Reserve Fund
96. A Renewal and Reserve Fund for the Ordnance Factories in 

India was sanctioned for the first time with effect from the financial 
year 1924-25 so as to ensure that a certain sum was set aside annually 
to cater for the wastage of capital assets, such as plant and buildings 
in use and to maintain their efficiency. A percentage of the book- 
value of the plant, representing annual depreciation together with 
the residual book-value of plant and buildings discarded during the 
year was credited to the Renewal and Reserve Fund and charged off 
to the Revenue. The Fund could be drawn upon to meet the expen­
diture on (a) renewals and replacements of machinery, plant and 
buildings rendered necessary by ordinary- wastage, (b) any expendi­
ture due to obsolescence, arising from any cause, which did not 
involve additions or alterations to buildings, and (c) any expenditure 
due to obsolescence, arising from any cause, primarily undertaken 
to increase efficiency but which incidentally might have increased 
capacity or which involved additions or alterations to buildings. The 
Fund was, however, held in abeyance from the Accounts of the year 
1939-40 on account of the outbreak of war and owing to the revised 
basis of allocation of Defence Receipts and charges between Govern­
ment of India and the British Government. The Committee were 
informed that the question of its resusciution after the war had been 
considered but that it had been decided that there was no need for 
such a Fund. A proforma account of the Fund is, however, main­
tained to show receipts and expenditure on account of Renewal and 
Reserve Fund.

97. The reasons leading to the decision not to revive the Finid 
have been explained by the Ministry of Finance n)efence) as 
follows:—

‘i n  a commercial concern, existence of such a Fund 
might be considered essential since it would put a limit up 
to which funds would be available for meeting the com­
pany’s cost of replacements of its assets. The position of 
the Ordnance Factories is somewhat different. As .State 
Organisations and as essential facilities for the needs of the 
Armed Services, they must be kept fully equipped and effi­
cient and funds must be found from the Defence Budget.



Owing to the present tendency of rise in prices, and 
also high cost due to improvements in Plant and Machinery, 
etc., the renewal and replacement of plant and machinery 
in Ordnance Factories, has necessarily to be at a cost much 
higher than the original cost of the items to be replaced. 
The R &: R Fund built up in the orthodox way—deprecia­
tion based on original costs—would not provide the needed 
resources when renewal becomes due.

There is, perhaps, no objection in principle to the 
revival of the Fund. In that case, the Fund would have to 
be built up by contributions from the Revenue and to that 
extent it would produce additional strain on the Revenue 
budget, while the tendency in recent years has been to ex­
plore the possibility of financing as many items as possible 
from the capital budget.

At present, all expenditure on account of plant and 
machinery for Ordnance Factories is met from the Defence 
capital outlay budget. The financing of expenditure on 
replacement ol plant and inathinery will obviously have to 
be determined with reference to the ways and means posi­
tion of the Government from time to time and the creation 
or the renewal of the Fund would not imply that replace- 
ment.s could be automatic without correlation to the avail­
ability of money.

In the Defence Ministry’s second Five-year Plan a total 
provision of ir> crc»res has been made for plant and machi­
nery including about 0 to 10 crores for replacements and 
renewals. This figure has been accepted in principle by 
the Defence Committee of the Cabinet for purpose of plan­
ning, although it Avould be subject to review from year to 
year. Planned progranune for replacement of plant and 
machinery is being worked out and implemented accord­
ingly. The creation of the R R Fund would not, there­
fore, by itself improve the situation immediately, so far as 
finding financial resources for implementing the Renewal 
and Replacement programme.”

98. The Committee understand, however, that the Ministry of 
Defence and the Director (General of Ordnance Factories feel that 
a real Renewal and Preserve Fund would considerably assist in 
proper submission of their proposals for the urgent problem of re­
placement of outdated and obsolete plant and machinery in the 
Ordnance Factories and that they would very much favour the re­
suscitation of the R 8: R Fimd.

99. The (ontributions to the Renewals and Reserve Fund are. 
at present, calculated at tlie rates given in .Appendi\ VIII which in 
the ca.se of plant and machinery, are based (i) not on the straight- 
line method but on the depre(iated value at the end of each year.



and (ii) on the expectancy of a life of 40—42 years for a machine 
and not on its present-day life while modern machines are stated 
to be built for a much shorter life, normally about 20 years. The 
Committee feel that even if a mere proforma account of the R &: R 
Fund is kept, the annual depreciation charged off the production 
account and credited to the proforma R & R Account should be de­
termined on some realistic basis. They would, therefore, recom­
mend that the rates of contribution to the R & F Fund may be 
examined afresh with reference to the present day life of plant and 
machinery' and suitably revised so that the correct charges on this 
account may be reflected in the production accounts of Factories.

100. The contribution to and expenditure from the proforma 
R & R Account during the 5 years, from 1950-51 to 1954-55. are as 
follows;—

46

Year Contribution Expenditure
in lakhs in lakhs

of rupees of rupee s

1950-5 1 ............................................121-66 1244
1951-52 ....................................................................  11811 15-64
1952- b ..................................................... 131-56 13-77
1953-54 ....................................................................  129.Q6 24.77
1954-5 5 .......................................................13301 27-49

T o ta l 634-30 94*11

The total amount at the credit of the Fund as on 1st April 1955, 
stood at Rs. 910-97 lakhs.

it will be seen from the above that as against a credit oi Rs. 634 
lakhs to the R & R fund in the last five years, an expenditure of Rs. 94 
lakhs only has been incurred therefrom. Further, even the credits men­
tioned above, as pointed out earlier in paragraph 99, tiad no relation 
to the actual life of the machinery and were considerably depressed 
both on account of the original cost of the machinery being low and 
on account of the long life assumed for it, though not warranted by 
circumstances. The reasons for this disproportionately low expendi­
ture were attributed to various factors, such as (1) sanctioning of money
(2) placing of orders, and (3) actual deliveries. In effect, the figures 
would indicate that sufficient care and attention had not been best­
owed on the replacement and modernisation of plants and machinery 
which has become outdated in most cases, a subjec t which will be 
referred to again in a subsequent report.

101. The Om m ittee atuch great imporunce to the question of 
modernisation of the Ordnance Factories so that they have uptodate 
equipment insulted in them. They therefore consider that all 
measures which would facilitate the achievement of this end shall be 
adopted. It is obvious that the present arrangements are not by any 
means satisfactory particularly as the Ministry of Defence and the 
Director General of Ordnance Factories strongly feel that a real 
RScR Fund would considerably facilitate their work. It needs no



S p e c i a l  mention that it is a liealthy practice to set aside every year 
from the revenues a sum for meeting the expenditure on the replace­
ment of p l a n t  and machinery. While the Committee are aware that 
the Ministry of Finance (Defence) have weighty reasons to offer 
against the resuscitation of the R J4: R Fund, they feel that this ques­
tion needs to be examined again at the highest level in the light 
of a realistic assessment of the condition of the p l a n t  and machinery 
in the Ordnance Factories and the present circumstances and a deci­
s i o n  taken on it without any delay. In this c o n n e c t i o n ,  they would 
draw attention to ttieir earlier recommendation that the Ordnance 
Factories should b e  constituted into either a corporation or a com­
pany or into an autonomous Board like the Railway Board and hope 
that an early decision on this issue would facilitate a quick decision 
on the cjuestion of the R Xc R Fund. If, however, the Government 
still consider that there is no need for a R K: R Fund, the question 
of placing more lunds at the disposal of Director General of Ord­
nance Factories for replacement of plant and machinery should be 
considered.

47

(p) Fimmcud Rex'ieu'

102. The Deputy Financial Adviser (Factories) annually prepares 
a Financial Re\iew cm the working of the Ordnance Factories. So 
far, since the creation of the jxjst in 4'52, only two Reviews—one 
covering the two years 1 and 19r>.S-54 anci the other pertaining 
to 19r>4-r>r»—have been prepared. It is observed that the first Review 
was prepared in 7 5r> and the second in 5; 56. i.e. over a year after the 
clcise of the year to which it pertained. The Committee hope that 
it would be pcjssible for these Reviews to be prepared more expedi­
tiously. They further hope that it would be possible in future for 
the Direc tor General of Ordnance Factories to take more prompt 
and energetic action on the comments made by the Deputy Financial 
Adviser in his reports.

( q )  Losses

10.*̂ . The total losses under various heads HTitten off by the com­
petent authorities, in respect of Ordnance Factories during the last 
four years are as follows:—

Particulars 1952-53 1953*54 1954-55 1955-56

Rs. Rs. Rs. Rs.
I. Over-issue of Pay and

wages . . . . 7^570 i »033 14,343 905
2. Losses due to theft, fraud,

etc............................................ 19<202 1.23.023 41,793 1.65,768
3. Losses due to deficiencies in

actual balance not caused by r
theft, fraud etc. ' 1.03,346 5,82,969 4,89.211 2,SO,297

4. Loss in transit . 1,20,746 1,28,808 1,75.820 89,657
S. Losses due t o other causes 5.19.532 14,11,376 2.44,727 10,89,894

T otai 7,70,396 22^7,209 9.65,894 16,36,521



It will be observed that tlie losses on an average amount to over 
2% of the annual expenditure excluding pay and allowances of 
staff and capital expenditure, and over 3% of the annual purchases 
of materials. The Committee feel that this is rather on the high 
side. The losses have been particularly heavy during 1953-54 and 
1955-56. Further, the losses on account of deficiencies in actual 
balance not caused by theft, fraud, etc., and losses due to other 
causes have increased considerably. The Committee feel that the 
question of these losses should be examined carefully and action 
initiated to reduce them to the minimum.
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Thr 22»d March, 1957.
BALVANTRAY G. MEHTA.

Chairman, 
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The Composition and terms of reference of the Baldev Singh
Committee

The Government of India, vide Ministry of Defence Resolution 
No. 108-A dated 23rd January, 1954, appointed a Committee for the 
re-organisation of Ordnance Factories. The composition of the Com­
mittee was as follows: —

Sardar Baldev Singh, M.P.—Chairman.
Shri P. C. Mukerjee, General Manager, Chittaranjan Locomo­

tive Works—Member.
Shri S. L. Kirloskar, Director, Mysore Kirloskars Ltd., 

Harihar—Member.
Shri S. Vaish, Chartered Accountant of Messrs. S. Vaish & Co., 

Kanpur—Member.
Shri S. J. Shahaney, Assistant Director General, Ordnance 

Factories—Secretary.

2. The terms of reference of the Committee were; —
(a) to examine the present organisation, procedure and

methods of production in the Ordnance and Clothing 
Factories with reference to the probable demands of the 
Defence Services, with a view’ to suggesting proposals 
for improvement and ensuring maximum efficiency in 
production and also with a view to increasing the ability 
of the factories to produce a larger variety of specialised 
Defence stores for meeting the requirements of the 
Defence Services in the shortest possible time;

(b) to examine the system under which the Ordnance and
Clothing Factories at present undertake work for civil 
departments and private trade, with a view to suggest­
ing measures for the maximum utilisation for civil pro­
duction of surplus capacity which may exist from time 
to time. The recommendations should include proposals 
regarding the methods of fixing prices, regarding the 
manufacture of articles for stock in anticipation o  ̂
orders, regarding the method of marketing the produc­
tion, the type of goods to be produced and other con­
nected matters;

(c) to examine the distribution of the load between the various
Ordnance Factories, including the question of transpor­
tation between Factories;

APPENDIX I
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(d) to examine measures for improving quality control so as
to reduce the rate of rejections at final inspection. The 
examination should include the examination of inspec­
tion methods at present followed in the Factories and 
systems of quality control;

(e) to examine the present system of cost accounting followed
in the Ordnance Factories and in particular whether the 
control of the Cost Accounts Staff should be vested in 
the management. Recommendations should also be made 
with regard to the essential indices required in order 
to measure the efficiency of the working of the Factories 
and how the timely inspection of these indices should be 
secured from the Cost Accounts Section; and

(f) to examine the methods of provisioning for materials and
machines now followed, and to consider whether in the 
interest of efficiency any further delegation of powers 
is necessary to the Director General of Ordnance Facto­
ries or to the Superintendents of Factories, either in 
regard to administrative/financial or purchase matters. 
The above examination should also include an examina> 
tion of the present stock-holdings of Ordnance and 
Clothing Factories.

3. Vide Ministry of Defence D.O.No. 1 2 1 54-D (Prod) dated 1st 
April, 1954, the first term of reference of the Committee was amend­
ed as follows:—

“To examine the present organisation, procedure and methods 
of production in the Ordnance and Clothing Factories 
with reference to the probable demands of the Defence 
Services, with a view to suggesting proposals for impro­
vement and ensuring maximum efficiency in production 
and also with a view to increasing the ability of the 
Factories to produce a larger variety of specialised 
Defence stores for meeting the requirements of the 
Defence Services in the shortest possible time. The 
examination should be done bearing in mind.

(i) how a greater output can be achieved more economically
with the present set-up; and

(ii) what long-term policy should.be pursued to attain great­
er economy in production”.

4. Subsequently, vide Ministry of Defence D.O.No. 1 2 1 54-D 
(Prod) dated 16th March, 1954, the Committee was requested to 
particularly interest themselves in an examination of the tasks set to 
Machme Tool Prototype Factory, Ambemath, taking into account 
the needs of Defence Services and civil capacity and make recom- 
m en^tions with the object of utilising the capacity at M.P.F. to the 
maximum. The Government also desired that the Committee should 
examine whether it is possible and/or desirable to arrange for issues 
from Factories to the Army being on a costed basis in the same way 
as for issues to the Navy and Air Force.
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Important decisions on policy, prodixtion etc. which have so far been 
taken by the Defence Production Board.

1. Services Inspection staff and responsibilities should come under 
the control of the CGDP.

2. Maximum production efficiency in the Ordnance Factories 
should be achieved by replacement/modernisation/balancing of the 
existing plant and machinery.

3. Possibilities should be explored for selling the existing stocks 
of Service rifle to friendly foreign countries to allow for pr^uction 
being carried on for the preservation of skill of workers in the manu­
facture of this equipment.

4. The indenting Departments of the Government should be autho­
rised to negotiate and settle prices direct with Ordnance Factories 
instead of having to go through the usual channel of the D.G.S. & D.

5. With the setting up of the C.G.D.P. Organisation a revised 
procedure for the initiation, control, progression and closure of Deve­
lopment Projects should be evolved. The revised procedure has been 
accepted by the Board.

6. In order to ensure that the D.G.O.F. obtained sufficient notice 
to plan ahead and be in a position to initiate the necessary action 
both in connection with the procurement of raw materials and pro- 
•duction, it was decided that: —

(a) For demands of recurring nature indents by the Services
should be placed on the D.G.O.F. for 3 years’ require- 
i-nents subject to adjustments from time to time.

(b) For the non-recurring demands, indents should be firm
and placed as much ahead of date of supply as possible.

7. Enquiries should be made for the employment of certain foreign 
-experts to assist production in Ordnance Factories.

8. A Committee with Defence Secretary as the Chairman and the
C.G.D.P. and the Financial Adviser, Ministry of Finance (Defence) 
as members was appointed to make specific" recommendations for a 
pay structure to be adopted for the gazetted cadre of the Ordnance 
Factories. This Committee was also instructed to consider such revi­
sion in pay as may be necessary in other allied technical services 
isuch as Technical Development Establishments etc.

APPENDIX III
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Recommendations/remarks of the estimates committee contained in­
paras. 19-23, 31-32 and 86-90 in their thirty-first report on the

Ministry of Railways.
Paras 19-20.

The Committee consider that the procedure adopted for the con­
trol of expenditure on the Railways is unsatisfactory and requires 
improvement. In respect of revenue expenditure, the scrutiny of the 
money spent and control are at present limited to seeing that the 
budget allotments are not exceeded, that the expenditure has been 
properly sanctioned and that the canons of financial propriety are 
observed. Control is, therefore, exercised largely with a view to ful­
filling the requirements of Appropriation Audit. The expenditure 
actually incurred is not correlated to performance and scrutiny and 
control are not exercised so as to see whether an increase or decrease 
in performance is reflected in the related items of expenditure. The 
Committee would observe that the services rendered by the Rail­
ways, namely transport, have a commercial value, and are measur­
able in quantitative terms. Moreover, they earn a revenue directly 
related to the quantum of the services. Managerial control would,, 
therefore, reveal wastage and inefficiency and would also help in a 
flexible adjustment of expenditure almost simultaneously with 
changes in performance.
Paras 21-22.

The first requirement of an efficient system of managerial control 
is a satisfactory system for analysing and compiling the various 
statistics of performance. A correlation of the expenditure with 
performance is the next step necessary. A mere comparison of the 
total expenses under any particular head either of the various units 
for the same period or of the same unit for different periods serves 
no useful purpose since these expenses are affected by very many 
varying factors.
Para 23.

All expenditure should, as far as possible, be expressed in terms 
of cost per unit of service. No satisfactory unit of comparison can 
perhaps be evolved in most cases but that an attempt has already 
Deen made in this direction in the published Statistics Vol. II of the 
Annual Report on Railways wherein various service units have been 
adopted depending in each case on the nature of the expenditure.
Para 31.

The Committee realise that a number of steps, as indicated below, 
will have to be taken before it is possible to institute a managerial 
control of expenditure under Ordinary Working Expenses: —

(i) The items of expenditure will have to be separately analy­
sed as “controllable” and “non-controllable.”

W
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n
(ii) It will be necessary to ascertain which statistics of per­

formance should be correlated to the various items of 
expenditure.

(iii) An exhaustive study of the various causes affecting each of
these correlated performance units will have to be car- 
ried out and a procedure for making a quantitative as­
sessment of their effect, as far as possible worked ou t

(iv) To facilitate expenditure control for many items of ex­
penditure, units, such as major sheds, marshalling yards^ 
stations etc. will have to be separately considered and 
individual attention paid to them.

Para 32.
The Committee wish to make it clear that they do not propose 

that the procedure of managerial control should be adopted in sub­
stitution of the existing system of Appropriation Control which will 
have to continue so long as the present form of Budget continues. 
They, therefore, suggest that pending reforms in the latter, the new 
procedure would be an addition necessary in the interests of economy 
of expenditure and efficiency of working.

Para 86.
The form in which the Railway Budget is presented to the Par­

liament at present suffers from the same defects as have been pointed 
out in the case of Departmental Control of Expenditure. The Rail­
way Budget is, as in the case of the Civil Budget, a mere appropria­
tion of funds for certain items of expenditure grouped together under 
Demands without reference to the quantum of service to be per­
formed with the aid of those funds. In the case of the Capital 
Demands no doubt a list of the major items of expenditure is given 
in the Works. Machinery and Rolling Stock Programme. But Gov­
ernment have full powers of re-appropriation within the Capital 
Grants as in the case of the Revenue Grants, and the progress of 
works is not shown otherwise than in monetary terms.

Para 87.
Considered as the Budget of a Commercial Organisation, there­

fore, the main defect in the Railway Budget is that the fimds provid­
ed in the Budget are not correlated to performance. The result is 
that when Parliament sanctions the Budget it is not aware of the 
quantum of service that will be rendered in the various aspects of 
Railway activity covered by the Demands, and there is no assurance 
that if the performance falls short of the anticipations at the time of 
the Budget, the excess funds will be surrendered and will not be 
wasted by inefficient working.

Para 88

A budget for a commercial organisation like the Railways should 
be a flexible one, with the estimates of expenditure closely linked 
with estimates of performance. Such a Budget would be more useful 
for a managerial control than the present form. To take an example



the quantity of coal to be consumed in the Budget year, the rate at 
which it is expected to be purchased, the total volume of traffic to be 
moved expressed in Gross Ton Miles, and the target of consumption, 
viz., pounds per 100 G.T.M. should be stated along with Demand No. 
7—Operating Fuel, together with such other relevant information as 
«iffect this Head.

Para 89

The Committee appreciate that a number of accounting changes 
are necessary as mentioned by them elsewhere before the form of 
the Railway Budget could be changed from a financial to a manage­
rial one. Nevertneless they desire that the Ministry should under 
take without delay an examination of the matter and take suitable 
preliminary steps to that end.

Para 90.
The Committee, however, consider that there is no reason why 

such information regarding anticipations of performance should not 
find a place in the Explanatory Memoranda even now. They have 
examined the detailed procedure adopted in the Ministry for the 
compilation of the Budget and find that such information is in fact 
utilised to a large extent in framing the Budget. It is, therefore, 
merely a question of reproducing all such information, viz., perform­
ance targets, the anticipated varic'itions in traffic in detail, the changes 
in the number of staff required in various categories etc., in the Ex­
planatory Memorandum against the concerned items of expenditure.

5»



System of Cost Accounting in Ordnance Factories
The system of Cost Accounting in the Ordnance Factories works 

as follows:
Manufacture of an item of stores is undertaken on a Manufactur­

ing Warrant against material and labour estimates, concurred in by 
the local Accounts Officer. The manufacturing warrants indicate the 
quantity to be manufactured and relevant estimates. A statement 
of daily booking of labour against each warrant is kept. Similarly, 
the material demanded against each warrant Is related to receip t^  
demand notes which bear the relevant warrant number. Two other 
elements are also added to the cost viz. (i) “variable overheads” 
covering power and machinery utilised and non-production labour— 
this element varies in proportion with the actual workload—and (ii) 
the “fixed charges” which are pre-determined for each shop as a per­
centage of direct labour, on the basis of total establishment charges 
not covered by any of the other elements. On completion or on 
closing the warrant, ail the labour charges including dearness al­
lowance bome by the warrant, is collected and included under the 
heading “Labour Charges”. Similarly, cost of all materials used 
against the warrant is collected from the demand notes and after 
giving relief on account of any material or scrap returned to the 
stores on return notes, the expenditure is booked under “Material”. 
The variable overheads for each quarter are based on the actual 
overheads of the preceding quarter and are levied as percentage of 
the direct labour. The fixed charges are of course pre-determined 
fixed percentages of the direct labour. The labour plus material 
plus the variable overheads is the minimum cost of production and 
when the fixed overheads are added, this gives the actual maximum 
cost of production.

APPENDIX VU
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a p p e n d ix  VIII

Rates of Contrib'irim to the Renewals Reserve P»nd

Per cent.
Buildings . . . . . . . . . .  i |
Plant and M a c h in e n - ................................................................... 6 i
Electric Furnaces............................................................................. lo
Expensive P u m a o e s ..........................................................yo
Sewing Machines in r e s e r v e ...............................................6]
Sewing Machines in u s e ........................................................20
Mains and Meters and Electric installations and fans in industrial 

buildings, and on the Factory E s t a t e ...................................... 6 j
Electric Installation and fans in Factory quarters . . i ^
Steel furniture, fixtures and fittings . . . . . .  12 y
Station Wagons, Motor Cars, Vans, Lorries and Trucks 25
Tempmary Buildings (built to war-time speciikation) 2« (straight Une)
Telephone and Telephone Mains . . .  . 6i
Bullock and Bullock carts used in connection nith cortfervancy

.................................................................................................... 20 ^straight line)



Statement shotomg the summary of conclusiomlrecommendations of the Esti­
mates Committee relating to the Ministry of Defence—Ordnance Factories

APPENDIX K

Ref. to
SI. Para No. Sumznar> of conclusions/recommendations 
No. of the 

Rqx>rt

15 Even one year and three months after the Defence Produc­
tion Board was set up, which itself was done two years 
after the Balde%̂  Singh Comminee was set up to recan> 
mend re-organisation of the Ordnance Factories and one 
year after it submined its recommendations, the Go­
vernment have not thought it sufficiently urgent or even 
necessary to invest it with any powers inspite of the clear 
and emphatic recommendation of the Baldev Singh 
Ck>mmittee in this respect.

16 The Comminee feel thai at best the meetings of the Defence
Produaion Board with such large and diverse membership 
would merely serve as inter-departmental and inters 
service meetings to iron out differences.

17 From the imponant decisions on policy, so far taken by the
Board, it would appear that whUe some of them are, of a 
self-evident nature, most of the others are such as had 
already been recommended by the Baldev Singh Com­
mittee in December, 1954. The Comminee fed that 
by its (Defence Produaion Board) very’ composition 
and absence of autonomous powers the Board could 
hardly serve the purpose for which the Board of Manage­
ment was recommended by the Balde\’ Singh Cotn- 
minec.

18 The Cx>mminee are of the firm view that all industries in the
Public Sector, whether defence or civil should be run as 
industries are intended to be run anywhere in the world> 
i.e.y not under the departmental system of management 
but under the Company S>'stem of management. The 
Comminee feel that the question of bringing the organi­
sation of Ordnance Factories under a Company System 
of management or under a corporation to be set up by an



aa of Parliament needs to be reviewed, and examined 
afresh by Government. In case it is decided not to 
adopt the Company System of management, the Com- 
mittee recommend the adoption of the organisational 
set up of Railways in the Ordnance Faaories and the 
setting up of a statutory and autonomous Board analogous 
to the I^w ay  Board for the administration of Ordnance 
Factories in an efficient manner and on business princi­
ples. The Board should be direcdy responsible to the 
Defence Minister, who might retain certain reserve 
powers, so as to ensure effective control over it.

19 The Committee consider it necessar>* to associate a fe>̂ ' 
prominent industrialists with the Defence Production 
Board.

The Committee reconmiend that irrespective of whether the 
Government agree to have the company system of 
management for the Ordnance Factories or a statutory 
and autonomous Defcnc Production Board, the Board 

Directors in one ease and the Board in the other 
should be a compaa body consisting of those who will 
be usefully and directly conneaed with the organisation 
and the working of the Ordnance Factories Control­
ler General, Defence Production, Director General, 
Ordnance Fact, ries, Financial Adviser, etc. and two or 
three private industrialists. The Committee do not 
consider it necessar>’ that the Board should also have on 
it representatives of the Defence Science Organisation 
(Research) and of the Design and Development Estab­
lishments of the Services, whose activities they^feel, 
should be coordinated by the Controller General, De­
fence Production through associate or advisor>' boards 
or committees.

20-21 The Committee do not consider the appointment of the 
Minister for Defence Organisation as the Chairman of 
the Defence Produaion Board as a satisfaaory arrange­
ment. They recommend that the Chairman of the 
Board should be drawn from the category of private in­
dustrialists. The Controller General, Defence Produc­
tion may, however, be the Vice-Chairman.

22 It is fundamental that the Defence Production Board should 
approach the tasks facing it, keeping in view the dictum 
that **before effective action is achieved, it must be 
decided what is to be done, how it is to be done, and who 
is going to see that it is done**. It should be the De­
fence Production Board*s aim to set right the present un­
satisfactory position in regard to the country*s defence 
Productitm and to augment it in all respects on an emer­
gency basis. At the same time, it is also the Board’s



responsibility to make a realistic assessment of the defence 
potential of the country in relation to its requirements 
and to advise the Government to what extent the military 
strength of the county should be augmented by imports 
from foreign countries in various matters sudi as 
modem and uptodate equipment including aircraft, 
tanks and other weapons, arms and ammunition, so as 
to be prepared for all eventualities.

8 23 The Conunittee regret to observe that the Defence Pro­
duction Advisory Comminee which was set up on 2-1-56 
has so far held only one meeting to which also no private 
industrialist was invited.

9 24 The Comminee observe that while the recommendation
of the Baldev Singh Committee for the association of 
two private industrialists on the Board of Management 
of the Ordnance Faaories was not accepted, no anempt 
has yet been made even to make a success of the alter­
native Defence Production Advisory Committee whidi 
was set up. The Committee consider this as very un­
businesslike and unsatisfactory for a Ministry' which is 
charged with the responsibility of being always prepared 
with plans to defend the country in an emergency and to 
secure the full mobilisation of the country's resources at 
short notice for the purpose. The Committee feel that a 
revolutionary change in this attitude of complacency 
on the pan of the Defence Ministry in the important 
maner of Defence Production is called for and hope 
that it would be possible to secure for this purpose, 
the whole-heaned cooperation of the Indian Indus­
trialists (and also of the Produaion Units in the Public 
Sector) by working the Defence Production Advisory 
Committee more effectively.

10 25 The Committee recommend that the existing arrangement
under which the private industrialists are to be associa­
ted with the Defence Production Advisory Committee 
only as and when necessary, and not on a permanent 
and regular basis, should be altered so as to proWde f<»r 
their association on a regular basis.

They also suggest that, if necessar>-, the Advisory* Com­
minee may be assisted by a number of Sub-Coinminees 
each dealing with speciiic allied problems relating to 
Defence Pr<^uction, with the industrialists and ocher 
dvil production units, directly concerned with the sub­
jects represented on it.
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11 26 The Committee recommend that the Chairman of the
I^ence Produaion Advisory Comminee ako should not 
be the Minister for Defence Organisation.

12 28 The Conmiinee regret to observe that the Research Com­
mittee which was to assist the Controller General, 
Defence ftxKiuction in regard to research has not yet 
started functioning. The\' hope that e\’cry eflFort will 
be made to make ii a success.

13 29 The Comminee suggest that to make the Defencc Pro­
duction and Supply Committee effective, industrialists 
should also be actively associated with it. Once this is 
done, the>* would suggest that the question of nierging 
this Committee and the Defencc Production Advisory 
Committee so as to avoid unnecessar>- duplication of 
Committees should also be considered.

14 31 Although the need and importance of the pcwjt of Controller
General of Defencc Produaion to co-ordinate the \’arious 
activities relating to Defence Produaion was stressed 
b>’ the Armed Forces Reorgani«ition Conmiittee in 
1952 and Ordnancc Faaorics Reorganisation Conunittee 
in 1954, the Comminee find that there u*a.5 considerable 
delay in creating the post and appointing an officer to 
it.

15 32 The Comminee feel that the tardy manner m which im-
portam recommendatic of the Baldev Singh Commit* 
tee, ar.: being x;'minv\’ r.f;., pr paring plans for 
mobilisation of resources in an emergency-, the question 
of decentralisaticni of authority to secure biuiness- 
like and effidem working ot or'nance Fac oria* ctc. 
is to a certain extent a nxasure of the complaints of 
delays in giving decisions on impcfrtant matters made 
against the D^ence Ministr>. The Ckimmittoe hope 
t to  it would be possible for the Cx»ntroller General, Def- 
fence Produaion to pursue vigorou&ly hw aaivities for 
ensuring coordination among different authoritios and 
fcM- keeping the defence produaion at the c^imum level 
b>* cuning down red tape and paper work so as to keep 
the country fully prepared for all emergencies. It should 
also be his constant endeavour 10 streamline and ra­
tionalise the organisation for Defence Production in gene­
ral md of the Ordinance Faaories in porticuiar

16 3<> In vie«' of the importance and poicmialities of civil pro­
duction in Ordnance Faaoriet the Comminee fed that 
the question of the Organisation for Civil Trade Produc* 
duction, including the Saks Orgnnisatioo needs to be



examined to determine whether it would be necessary to 
have more oflScers and representatives at the H. Q. of the 
D.G.O.F., at certain regional Headquarters and in the 
Ordnance Faaories.

17 37 Tlie Committee find it rather surprising that in a large
industrial undertaking like the Ordnance Factories 
the Statistical Qualit>- Control seaion should have been 
introduced only in 1955 and that too on an experimental 
basis. The>- feci that the Organisation for Quality 
Control at the Office of the D.G.O.F. should be examin­
ed to determine whether it would be necessar>' to have 
more officers and staff not only in the Head-quarters 
but also in the Ordnancc Faaories themselves.

Further, the feasibilit>- of entrusting the function of in­
terpreting vital statistics revealed by a>st accounts data, 
so as to enable initiation of aaion to improve efficiency 
to the Statistical Qualit>- Control Branch may also be 
examined.

18 38 The Comminee would suggest that the question of opening
‘Organisation and Methods Division* in the offices of 
the Controller General of Defence Produaion and D.G. 
O.I'. to constantly examine the question of staff strength, 
increase in paper work etc.. should also be considered.

19 39 The Comminee had some doubts about the necessity of the
posts of Chief Security Officer, the Chief Medial 
Officer etc., at the Headquarters of the D. G. O. F. 
They suggest that in the lights of the doub's exprca- 
s.d by h' m. this question should be examined afresh.

20 40 The Committee feci that the selection of an officer to hold
the important post of D. G. O. F. should be based 00 
highest considerations of merit, drive and integrity and 
that he should be delegated sufficient powers, atnhorit>* 
and discretion comparable to that of the Managing 
Direaor of a limited company in tlw public seaor.

21 41 The Committee understand that ibe D.G.O.Ps powers
were greatly enhanced in recem years. In view of the 
great responsibilities carried out by the D.G.O.F. and 
the industrial charaaer of the Ordnance Factories, 
they recommend that the question of further dekgitlon 
of powers to the D. G. O. F. comtstent with his responti- 
til^ues should be examined afresh at the highest kvel 
tn the light of the present day conditions.



22 42 The Committee suggest that to avoid concentradon of au>
thority in a single individual and for the management of 
day to day affiurs of the Ordnance Faaories, it would be 
of great advantage if an Executive Board is set up with 
the D. G. O. F. as its Chairman, and consisting of the 
D.D.Gs one or two ADGs, DFA (Fys), and the CDA 
(Fys) as its members. In addition, w'hiie discussing 
problems of particular regions or Ordnance Faaories, >he 
Board should co-opt one or two Superintendents of the 
Local Factories to ensure prompt disposal of business. 
It should also maintain minutes of meetings, meet 
r^vlarly at least once a week or fortnight and have de­
finite rules of procedure.

23 43 'Fhe Committee feel that instead of the casual inspecticm
carried out at present there should be a s)*stem of regular 
inspection of Ordnance Factories by a Central Team 
headed by a senior officer for the purpose of carrying out 
a detailed examination of the various produaion aaivities 
and staff problems of Faaories, of the extent of imple­
mentation of the various instruaions of the D. G. O. F. 
etc. with particular reference to the detection by an on- 
the-spot study of uneconomical and wasteful methods of 
production, employment of excessive staff etc.

24 44 'Fhe Committee recommend that for the sake of economy,
close cooperation, and coordinaticxi between the D. G.
O. F. on the one hand and the Services, Defcnce Minis­
try', CGDP, DGS&D etc., on ih- ether, a» well as redu­
cing paper work and red tape, the feasibility of shifting 
the Office of D.G. O. F. from Calcutta to Delhi or to 
some other central place ma>’ be carefulK' considertd at 
the highest lev'el.

25 47 The Committee consider that the powers of the Superin­
tendents of Ordnance Faaories should be reviewed st> 
that they might have in all matters authority consistent 
with their respoosibility. ft should also be watched 
centrally by tl»  D.G.O.F. that these powers are properly 
and sufficiently' used. The powers of the Superintendent 
should be exercised in coosultnion with a Faaory Board 
TO be $cr up comnsting of himself, works Managers, 
ime or two AWMs, the Faaory A/c Oflker and 
M̂ herc necessary* the Labour Offi<^, to 9dvi»c the 
Supertmendem in the day to day working of the 
Faaory, with rutei similar to thoae recommended for 
the E»ecuti\<e-Board (if the D.G.O.F
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26 4  ̂ Comminee feel that the question of the location o f
C^dnance Faaories with reference to security consi­
derations as also of their rationalisation with a view to 
economic and efficient output needs to be constantly 
kept under review by the Defence Produai<m Board and 
the Controller General of Dcfence Produaion.

27 49 I'he Committee feel that even if it is not possible to consti*
tute the Ordnance Factories producing warlike stores 
into the company system of management, it would still 
be wonhwhile and advantageous to consider the feasibi- 
lit>' of handing over the Ordnance Factories producing 
non>war>like stores to the Produaicm Ministry for 
being managed under the Company system so as to 
facilitate the enlareement of their scope for the 
production of a larger variety of stores. They also 
feel that it would ^  an additional advantage if the 
Defence Ministr>' which u-as probably* overburdened 
could be relieved of the responsibility' of managing 
industries which are not of a strictly security nature as 
it would enable that Ministry to concentrate on Defence 
matters which are of vital importance to the defence 
of the countr> .

The Committee therefore recommend that the question 
of transferring the control of the Ordnance Faaories 
which produce non-war-like stores from the Ministry of 
Defence to the Ministry of Production should be exa­
mined seriously and exp^itiously.

'I'he Cx>mmittee abo feci that the feasibility of extending 
such agency arrangements, as have been set up fcMr the 
produaion of Benzene Toulene. to the production of 
other items of non-l«hal stores required by the Dcfence 
Scr\'ices should be constantly kept under re^ieu’.

28 51 I'hc existing procedure whereby the Fiiuuicial Advtso-
arranges to obtain the views of all cxMKcmed on im­
portant matters where there is likely to be a diSere&ce 
of opinion between the Finance and the I^ence  
Ministries befcwc the meeting of the Drfence Producdoo 
Board, nudces it difficult for the Board 10 function 
effectively. I'he Committee would like to refer to 
conneaion 10 the role of the Fmancial Comnussioner. 
Railways who funaions Secretary' to the Mtniscrv 
of R ^ a y s  in mattm reiatmg to kinlwav eaqpenditiire.
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29 5* The Committee suggest that the arrangement obtaming on
the Railwajrs under which the Financial Commissioner, 
Railways functions as a member of the autonomous 
Railway Board but with certain reserve powers and 
under which his representatives at lower levels work 
tmder the General Managers but also with reserve 
powers may be adopted with advantage in the case of 
Ministries dealing with industrial projects and commer­
cial matters and in the Ministr>' of Finance (Defence) 
in so far as Defence production is concerned.

30 57 The Comminee find that the expenditure on the orga­
nisation of the Controller of Defence Accounts (Fys) has 
not shown any Jecrease in spite of the falling work load 
in the Ordnance Factories over the last few years and 
that no comparati\ e study of the accounting staff in the 
x'arious Ordnance Factories inter se as well as with that 
obtaining in other State Industrial Undertakings and 
Faaories in the Private Sector had ever been under­
taken. They feel that such a comparison would be 
useful in determining the standard strength of the staff 
in this respea as also their duties.

The Committee suggest, therefore, that such a com p^- 
tive study may be undertaken and in the light of it a 
fresh review of the accounting staff in the Ordnance 
Faaories may be conduaed.

31 58 The Committee feel that Finance and Accounts are
c»mplementar>' to each other especially’ in manufaau- 
ring o>ncems and that it would be an adv*antage if the>' 
are performed by one officer. In this connection the>‘ 
would refer to the arrangement prevailing on the Railways 
and would suggest that a post analogous to that of 
Financial Ad\iser and Chief Accounts Officer, (Railways) 
may be created in place of the existing two posts of 
Deputy Financial Adviser (Faaories) and the Controller 
of Defence Account* (Faaories).

U 59 Under the theory' of scparati<Mi of audit from accounts
the accounts organisation should be placeJ under the 
administrative authorities. \Hiile the accounts of De­
fence expenditure were separated from audit about 30 
years back, they were pliured under the Ministr>' of 
F ii^ce  (I>efence) and not under the Administrative 
Ministry. The Committee hope that it would be 
po&sible to reaify this state of affairs at an early date.

33 ^  The Committ|% feel that the assodatioo of Accounts
Officers with the Management through membership
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of Factory/Executive Board at the Faaory and the 
D.G.O.F’s level repsectively would go a long way 
in inducing among them a feeling that they are equally 
responsible for management and execution of im> 
portant defence work and also in bringing about 
harmonious relation between the executive and the 
accounts officers.

34 6i>62 kven though a number of relaxations had recently been
allowed in the matter of exercising of powers by the 
Direaor General of Ordnance Factories and Super­
intendents without prior concurrence of the asso­
ciated Finance, the Committee fomred the impression 
that three was a general feeling of dissatisfaction 
among the executive authorities over the general 
system of obtaining prior financial concurrence, 
which was consider^ by them to be very irksome 
and responsible for most of the delays in the smooth 
functioning of the Faaories. 'Fhe Committee feel 
that, with the adoption of the Railway pattern of 
finance and accounting administration in the orga­
nisation of Ordnance Factories, most of the dffi- 
culties felt and delays caused at present would be 
resolved to a considerable extent.

rhey do not, however, consider ii either sound or 
desirable to do au'ay altogether with financial control 
and scrutiny over the proposals of the executive and 
administrative authorities. They consider that cer­
tain reserve powers for finance representatives as in 
commercial concerns in the public seaor are necessary 
and desirable in the present circumstances and have 
therefore recommended earlier the provision of such 
powers in a modified manner, in the revised set up 
of the organisation of the Ordnance Faaories.

v; 64 'Fhe present form of budget estimates in respect of
Ordnance Faaories does not show at one place the 
anticipated total capital and revenue expenditure in 
all Ordnance Faaories on the one hand and the esti­
mated receipts, including the value of issues to various 
parties Army, Savy, Air Force, etc.) on the 
oiher. 'Fhe Comminee consider su ^  a presen­
tation of budget figures as ver>* desirable so as to 
facilitate proper appreciation of the financial working 
of the Ordnance Faaories Organisation. The Com­
mittee, therefore, reconunend that the estimates on 
account of expenditure on Ordnance Faaories be 
asked for as a separate demand and that a statement 
similar to that prepared in U. K. may also be sub­
mitted to the House along with the budget estimates.
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36 65 The Comminee fed that the details, under which the
estimates for expenditure on Ordnance Faaories 
are at present asked for> do not indicate sufficiently 
the break up of the expenditure under the various 
heads. They, therefore, suggest that the following 
improvements may be made in the presentation of the 
estimates of Ordnance Factories :

(1) Pay of Staff should be shown separately for super­
visory' staff, non-industrial staff and industrial 
staff.*

(2) Expenditure on allowances may be shown separate­
ly.

(3) (r) Expenditure on the various Training Schemes
in the Ordnance Factories ;

(w) Expenditure on the inspection staff ;
(ttO Expenditure on repairs and maintenance of 

plant and Mtu:hinery ; and
{tv) Expenditure on miscellaneous operating ex­

penses as fuel and oil. ctc. may also be shown 
separately.

(4) Expenditure on welfare activities ma\ he shown 
separately.
On the receipt side, the v’alue of work done for 
various depaitments may also be .showTi.

37 66 Since the Ordnance I'attoncs arc mdustrial under-
takii^  producing defence stores, the Comminee 
consider that there should be a system by which aaua) 
expenditure could be readily compared and correlat­
ed to outturn and that the form of the Budget should 
also exhibit this correlation to the extent possible. 
They would, therefore, rect)mmend that in the 
interest of cadency' and economic functioning of 
not only the Ordnance Factories but all other under­
takings in the Public Seaor. the sy*stem of correlat­
ing actual expenditure with pe^ormance and of 
managerial control should be introduced. The 
Committee feel that with an improved and modem 
cost accounts sy*stem r should be p^ib le  to en­
force such a control. In this conneaion, the Com­
mittee would also refer to their recommendations 
OMitained in paras 19-23, 3i>32, 86-90 of their 31st 
Report on Finance and Account<i in the Ministry 
of Railw'ays.

38 71 In regard to the proposed capital expenditure in the Ord
nance Factories during the period of the second Fiv
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Year Plan, the Committee invite attention to the depres­
sing faa that in the past, defence authorities have been 
consistently able to spend far less than what they planned 
to spend. They hope that every effort will be made 
by the Defence Ministry to fulfil their plan fully by 
tiding student and timely action for the various preli­
minaries necessary for the purpose so that not o ^  
will the production capacity of Ordnance Factories 
have improved but fimds required by other 
authorities will also not be kept away from them. 
They would, therefore, suggest that firm annual prog­
ramme and targets should be carefully laid down in 
advance and systematic reviews should be conducted at 
frequent intervals so as to avoid any shortfall in the 
targets.

39 72 The Committee regret to obser>'C that although the
defeaivc preparation of budget estimates and over- 
cstimation of the spending capacit>’ had been the 
subjca of adverse comments in successive Audit Reports 
and Public Accounts Cxjmmittec Reports, there 
has not been any marked improvement 
in ihc position, llic Committee would like to 
endorse the remark? of the Pubhc Accounts Committee 
contained in paras 9 and 10 of their 19th Report that 
cffeaive aaion should be taken by the Ministr)- of 
F’inancf ('Defcnce' to evolve a better mechanism of 
budgetary control. The Committee also recommend 
that timely acnion should be taken in regard to placing 
oi* orders for plant and machinery and for surrender of 
funds not required.

Further, the Comminee also feel that the present machi­
nery is not quite competent to work efficiently in the 
production t'f military requirements and that an over­
haul of the present system of management in favour of 
Ĉ ompany or Board system is called for.

40 75 The ratio of pa> of staff to the total expenditure as well as
to the total outturn has been showing an upward trend 
ill the last few years. The Committee feel that the 
existence ot surplus labour in the Faaories alone does 
t.ot fully explain the rise in expenditure cm the pay of 
stafT.

41 7  ̂ 'I'he expenditure on minor maintenance as well as its
ratio to the value of capital assets has bees steadily 
rising in the last few years. The Committee fed that
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the capital assets are probably becoming increasing^ 
obsolete and that this is a matter which should be 
viewed with concern and efforts made to improve the 
positicm.

42 77 The expenditure on Charges in England and Capital
Expenditure on Works and Plant and Machinery have 
also registered a fall in the last few years. The Commit' 
tee feel that the faa the plant and machinery etc., m ^  
of which has to be imported, in the Ordnance Faaories 
required considerable modernisation and improvement 
would indicate the necessity of drcu'ing up plans and 
for taking timely aaion to implement them so as to 
improve the capacit> and the efficienc>’ of the work 
in the Ordnance Faaories. TTie Committee hope that 
the comments made above will be fully taken into 
account while implementing the Projects proposed 
under the 2nd Five Year Plan.

43 7S The extent of work done for the Navy, Air Force etc.,
is increasing in recent years, though it meets only a 
small ponion of their total requirements. The 
Comminee are glad to ob?recrve that the dvil produaion 
in the Ordnance Faaorie* has been steadily rising.

44 79 The Committee do not coastder it worth while to compare
the total outturn with the total c.xpenditure since the 
former aaually represents only the cost of production. 
A worth-while comparison could c»nl\ be in terms of 
ph>’sical quantities so as to enable a comparison to 
be made of the cost of produaion per unit. It is for 
these reasons that the>’ ha\e ‘suggested earlier the 
system of managerial control.

45 81 'llie Committee are not happy with the existing arrange^
ment under which cost accounting and the staff 
therefor are not the responsibility of the D.G.O.F. 
and the Superintendents of Ordnance Faaories. It 
is necessary that there should be perfea co-ordination 
between the factop' management and the cost accoun­
ting organtsation in regard to the various types of cost 
dau required by them within reasonable rime of the 
completion of the panicular fob.

The Committee have already recommended that the orga- 
niaacion of the Controller of Defence Accounu (Faao- 
nes) as in any manufaauring industry should work 
under the administrative control of the D.G.O.F
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subjea. of cx>urse, to certain reserve powers. T h ^  feer 
that, once this is done, the difficulties experienced 
at present in securing greater co-ordination 
between the cost accounts staff and the factory staff 
might not continue to the same extent. At the same 
time, they coasider that the D.G.O.F. and the Superm- 
Tcndents of Faaories should each have a cell working 
under him to interpret to him the various statistics 
furnished by the cost accounts branch, so as to enable 
him to initiate nccessar>- aaion for the purpose of 
controlling costs and of improving the efficiency.

46 82-83 I'he Committee can hardly consider the existing system of
cost accounting, which is only a historical collection of 
faas long after the event, satisfaaory, particularly in a 
monopoli.siic industr>', the cconomy and efficiency of 
which are of vital concern to the countr>'. The Commit­
tee regr.t to observe that, inspitc of the criticism of the 
Raldex* Singh Committee, made over 2 years back, 
ubout the c(«t accounting system in the Ordnance 
Factories, which was chuj'acterised as out-moded and 
unsatisfactory, the ’system continues unchanged as 
before.

47 i'T I'hc Committee fail to understand why under the present
cost accounting system followed in the Ordnance Faao­
ries, the cost data and reports cannot be made available 
to the executive authorities at the end of a reascHiable 
interval after a particular process of manufaaure. They 
do not have in view instantaneous preparation of cost 
data by elearonic deviccs, but they understand that 
the D.G.O.F. would be satisfied if it could be made 
available after a week or e\*en a fortnight instead of as at 
present. 'l‘hc Committee recommend that immediate 
steps should be initiated by the Financial Adviser to 
secure this reform.

48 The Committee also recommend as a further step in the
process of establishing complete control over all factors, 
which are subjea to the ir^uence of management, the 
introduaion of the system of standard costing under 
which standard costs or predetermined costs are prepared 
in advance of operations according to a carefully planned 
method of making a produa or rendering a sevice and 
serve the purpose of cost anah-sis and cost control.

49 93 I'he Committee recommend that the entire cost accounting
s>*stem at present followed in the Ordnance Faaories
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may be had comprehensively examined by the experts 
€,g.y the Cost Accounts Branch of the Ministiy of 
Finance and the modem cost accounting system, as 
obtaining in advanced muntries, may be adopted and 
introduced without any further delay. They suggest 
for the purpose that the system of costing obtaining 
in the Rov^ Ordnance Faaories in U.K. may also be 
examined with a view to its introducti<Mi in India in the 
Ordnance Faaories as well as in all other industrial 
undertakings if found suitable.

50 95 The Committee would suggest that for the efficient
woiiung of the cost department, suitable and seleaed 
personnel may be had specially trained for the purpose 
both in India and abroad.

.51 99 The Committee feel that even if a mere proforma account
of the Rene\ '̂al and Reserve & Fund is kept, the 
annual depreciation charged off the Production accoimt 
and credited to the proforma R & R Account, should be 
determined on some realistic basis. The>-, therefore, 
recommend that the rates of contribution to the R & R 
Fund may be examined afresh with reference to the 
present day life of plant and machinery and suitably 
revised .so that the correa charges on this account 
may be rpfleactl in the produaion accounts of facto­
ries.

52 100 I'he figures of expenditure from the R & R Fund in the
past would indicate that sufficient care and attention 
had not been bestowed on the replacement and moderni­
sation of plant and machinery in the Ordnance Facto­
ries which has become outmoded in most cases.

53 10 i The Committee feel that the question of resuscitation of
the R & R Fund needs to be examined again at the 
highest level, in the light of the realistic assessment 
of the condition Plwt and Machinery in Ordnancc 
Factories and the present circumttances and a decision 
taken <m it witlunit any delay. If the Government 
sdll decide that there is no nec^ for a R & R Fund, 
the Committee suggest that the question placing more 
funds at the disposal of the D.G.O.F. for replacement 
of Plant and Machinery ma>’ be examined.

54 102 The Committee observed that the first Financial Review
for the two yean otr. I953*53 >953*54 wis prepared
in July, 1955 and the second for i954*55> in May, 1956
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i.e. over a year after the close of the year to which it 
pertained. They hope that it would be possible to 
publish the Financial Reviews cn the working of the 
Ordnance Factories more expeditiously. They further 
hope that it would also be possible in future for the
D.G.O.F. to take more prompt and energetic action 
on the comments made by the Deputy Financial Adviser 
(Factories) in his reviews.

55 103 The Committee feel that at present losses in the Ordnance
Factories are on the high side and that action •slv>uld 
be initiated to reduce them to the minimum.
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