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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, present 
this 'Ibirty-eighth Report on the Action Taken by Government on the re-
oommendations contained in the Fortieth Report of Committee on Public 
UBdertakings (Third b>k Sabha) on Materials Management in Public Under-
takings. 

2. The Fortieth Report was presented to ·the Lok Sabha on the 7th 
April, 1967. Government furnished their replies indicating the action taken 
on the recommendations contained in the Report on the 19th October 1967; 
29th February; 4th October, 1968; 6th February and 25th March, 1969. 
The replies of Government to the recommendations contained in the afore-
said Report, were considered and approved by the Committee on the 9th 
April, 1969. The Committec authorised the Chairman to finalise the Report 
and present it to Parliament. . . 

2. The Report has been divided into the following five Chapters :-

I. Report. 
II. Recommendations that havc been accepted by Government. 

HI. Recommendations which th·.: Committee do not desire to pursue 
in view of Govcrnmenfs reply. 

IV. Recommendations in respect of which J"Cplics of Government have 
not been accepted by the Committee. 

V. Recommendations in respect or which final replies of Government 
are still awaited. 

4. An analysis of the action taken by Government on the recommenda-
tions contained in the Fortieth Report (Third Lok Sabha) is given in Ap-
pendix XLI. It would be observed therefrom that out of 61 recommenda-
tions contained in the Report, 92 per cent have been accepted by Govern-
ment and the Committee do not desire to pursue 7 per cent of the rccom-
mendations in view of Government's replies. Final replies in respect of 1 
per cent of the recommendations arc stilJ awaited. 

NEW DELHI 
April 17. 1969 
Chaitra 27, 1891 (S) 
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G. S. DHILLON, 
Chairman. 

Committee on Public Undertakings. 



CHAPTER I 

REPORT 
Thc CommiUee find that in most of l"aSCS thc Bureau of l'ublk Enlcr-

prises hal'c only brou~ht tbe recommendations/observatiuns of the Com~ 
mittee to the notice of ('ublie Undl.'I1akings. They desire that tile Bureau 
should walch the actual implcmcnlMlion of the Comntiltee's reconuneodalioDS 
by tbe lariou~ Public Undertakings. 

1 



CHAPTER U 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial No.1) 
Even granting that the inventories in any concern vary according to the 

nature of the undertaking and the type of materials required and thus the 
average inventory holdings in the private sector companies may not be quite 
comparable with those in the public sector undertakings, the holding of in-
ventories to the extent of 15 months value of production can by no means 
be ju. .. tified. It needs hardly any emphasis that the reduction ofinventorics 
can help in releasing the capital so scarce in the country and in conserving 
valuable foreign exchange. Any avoidable locking up of capital in inven-
tories deprives some other essential project or programme of finances. Fur-
ther inventories also cost a good deal by way of interest charges, cost of 
storage and handling, deterioration and obsolescence costs. Even on a 
conservative estimate, the cost of carrying inventory is estima~ed at a mini-
mum of 15 per cent per annum. To the extent that there arc excessive 
inventories, the cost of production as wen as the profitability of a concern 
j;; aJff.'Ctct.i. 

If the inventories of industrial running concerns could be reduced TO 6 
months production-which would by no means be difficult-it would mean 
release of capit:!l to the extent of Rs. 104 cror~5, which could be ga.infully 
employed either in the undertaking or to finance some other essential project 
or programme. Further, leaving a,<;ide the profit which might have been 
earned on this investment, this would have resultsd in reducing the inventory 
carrying cost to the extent of Rs. 15.60 Cf(lres. (on the basis 0; 15% 
inventory carrying cost). It :5. significant to note the effect of this saving 
on the profitability of the public undertakings. The net profit of these 22 
undertakings was only Rs. 10.19 crores during the year 19.64-65. \vith pro-
per inventory control aJone the profit would have been two and a half 
times of the present profit of these concerns, (Paras 11-1 ~ ) 

Reply of Govemment 

The jmport~nce of keeping inventories as low as possible hu<; been 
fuUy rea,liscd by the Government and a high level Committee has already 
been set up by the Government in terms of Resolution No. 1-34/66-Admn.I 
tinted 30th Mnrch. 1967 to studv the inventorv 1c .. 'cls in ~crtain !':.:Iccted 
undcrukings. --

The main elements of the inwntory are raw materials ;md components, 
etc .• for production. stores and spares i'or maintenance and op.:ration, works 
in progress and finished goods for sale, etc. In a,ny realistic assessment on 
i~"tory the position bas necessarily to be examined with reference to each 
of these clements. Some of the projects are yet in the developmental stage 
and the realistic picture of inventories can only be had when the produc-
tion is stabilizl!d. The undcrtaki~ by and large, have to make advance 
arrangements for production, and It would be appropriate to compar~ Ut~ 

~ 
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inventory at the end of a particular year with the forecast production of the 
coming year. As actual production (excluding depreciation) figures of these 
21 undertakings for 1965-66 are available being Rs. 126.75 crores as against 
Rs. 102.82 crores in 1964-65, the inventory held at the end of 1964-65, 
against the actual production (excluding depreciation) figure in 1965-66. 
comes to 11.9 months instead of ] 5.0 months indicated in the report which 
is based on 1964-65 production. Although constant effort to bring d\)wn 
the inventories is being made by the various public undertakings, in view 
of the difficult supply position of vital items of imported sparl!s and other 
materials vitally required for the operation of the plants and for production 
purroses, and the present difficulties in selling some of the products, it may 
not be always possible to keep the inventories to 6 months production level. 
Attention of the undertakings is, however. b.:ing drawn to the importance 
of keeping the level of inventories as low as p'0ssible. Copy of Circular No. 
9(28)/FI/67/Cir.Adv(P)-I dated 16-10-;67. (enclosed-Appendix n. 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FJ/67, 

dated the 19th October, 1967] 

Recommendation (Serial No.2) 
The Committee note with concern that the value of inventories of 21 

industrial running concerns in 1964-65 instead of decreasing had increased 
as compared to 1963-64, and -was equivalent to 15 months value of produc-
tion as coJ;tlpared to 13 months during the previous year. Evidently no con-
certed efforts have been made by the undertakings towards materials man-
agement and the application of various scientillc tec1miqLJcs to co:-:trol 
inventories. (Para 13) 

Reply of Government 
As brought out earlier in reply to S. No.1, the undertakings, by and 

large, have to make advance arrangements for their production and, . as such, 
it would be appropriate to compare inventories a,t the end of a particular 
year with the next year's likely production. However, the value of inven-
tories vis-a-vis the value of production, showed improvement in 1965-66, 
compared to 1964-65 and was equivalent to ] 3.2 months against 14.71 in 
1964-65. The Committee's suggestions about the application of various 
scientific techniques to control inventories is receiving ~ttention. 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FJ/67, 

dated the 19th October, 1967] 

Recommendation (Serial No.4) 
TIle Committee are concerned over the heavy stock of stores & spares in 

the public undertakings which in some of the undertakings, based on the 
present rate of consumption, would be .sufficient for several years to come. 
It is unfortunate that the spares offered by the suppliers of plant and machi-
nery collaboraters should have been ~epted by the undertakings without 
any review of the actual need for them. (Para 19) 

RecoDlIIleIidati (Serial No. 5) 

Tho Commit'" fiDQ thilt in many of the Pu1)lie undertakings, the stOck 
of stores and spares as compared to consumption during the year has 'k-
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creased in 1964-65 over in 1962-63. It is therefore, evident tba.t not only 
'Waf there heavy initial purchase of spares, but subsequently, "the stores and 
!IpIfeS have been purchase<! witbout propec assessment of requiremeats aad/ 
Of without taking into acoount the stores and spares already in band. 
(Para 20) 

ReeoaamendaIioa (Serial No.4) 

Not only were there excessive purchases of stores and spares but 00 
seriuU5 efforts were made to control the inventories through regular periodi-
cal review of items in stock to locl!te the non-moving/surplus stores and to 
diIpose of the unwanted stores without undue delay. 

The Committee therefure desire that the public undertakings should review 
the ,;ystems prcva,lent in their concerns about the planning and purchasing 
of stores and spares and also review the items in stock to ensure that the 
UIIflertakingo; are not burdened with excesSive stocks. (Para 24) 

Reply of GOl'cmment (51. Nos. 4, 5 & 6) 

The und~rtak ings have by and large bee,n set up in industries in which 
completely new and virgin ground had to be broken and, as such, the esti-
JIIIIItc of illith,' spares given by the collaborators who again had the problem 
of. not knowing the local conditions and availabilities had to be accepted 
to ensure smoth working of the plans. All the Public undertakings have 
beer advised to ensure thnt requirements of stores and spares are properly 
planned by tl~ undertakings and it should be ensured that the existing stocks 
and those umkr order:. should he invariably tak·.:n into account while resort-
ing to fresh purchases and ~ystcms of regular periodical reviews of all items 
in stock should be introdoccd to locate non-moving surplus stores and to 
dispose of such stores early. ICopy of Circular No. 9(28)/FI/67-Adv(P)-2 
dated 16-10-ll7 encl~'<il. (Appendix 11) 

l.1Mi.ni~try of Finunce (Burcuu of Public Enterprises}-D.O. No. 9(28)/FI/67, 
•. ' dated the 19th October, 1967) 

Recommendation (Serial No. 7) 

In order tt) guards against thc accumulatjon of finished goods, it is 
desirable th.,t the Public Undertakings should enter into firm contracts 
bc(pre taking up the production of items as are specially manufactured for a 
particular customer. The agreements should also provide fer the levy of 
storage charges etc. on the failure of the customers to lift the goods accord-
ing to the ddivery schedules. (Para 28). 

R~ (Serial No.8) 

The ComJaittc:e noted that some of the public undertakings, e.g .• Garden 
Reach Workl'bops. Indian Telephone 1Ddust:ries Ltd .• etc. havc not filled any 
limit for &toek of finished and semi-fini~d goods. In order to have a 
cbeck on their stock, it is essential that suitable limits for finished and semi-
tioished .goods mouJd be laid down and the actuals compared periodically 
with the limit.;, so ftx~. (Para 29). 
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Reply of ~et'IlJDeIlt (SL Nos. 7 " 8) 
Noted. The Public Undertakings have been advised accordingly. 
[Copy of Circulars No. 9(28)/FI/67.C'ir.Adv{p)-29 &. 30 dated, 

27-9-1968 are enclosed]. (Appendix III). . 
lMinistry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/67, 

FI, dated the 4th October, 1968]. 

Recommendation (Serial No.9) 
In the absence of proper classification and codification no check or 

control can be exercised over the existing stock and there can be instaBcc 
of items of stores being purchased while similar items may be lying in stock 
bearing a different nomenclature. It is. therefore, necessary to cla.<;sify 
properly all the items held in ~tock and also to standardise their nomencla-
ture. Each category should al~o be given a distinctive code number so as 
to facilitate a quick and sure identification. If necessary, a separate cell may 
be created in the stores department to undertake this work. Necessary cata-
logues should also be prepared by this cell and made available to all concern-
ed to acquaint them about the items of stores available in stock. This will 
enable the plant to utilise the existing stocks to the best advantage and to 
avoid unnecessary purchases. (Para 32) 

Reply of Government 
Some of the undertakings have already started classifications, codifica-

tions, standardisation and preparation of catalogues. Attention of the Public 
Undertakings has, however, been invited to the Committec's observation 
and have been advised for early standardisation of nomenclatures and pre-
paration of catalogues. [Copy of Circular No. 9(28)/FI/67-Cir Adv.(P)-3, 
dated 16-10-67 enclosed] (Appendix IV). 

(Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 
dated the 19th October, 1967] 

Recommendation (Serial No. 10) 
The consequence of largc varieties of similar items of stores is that the 

undertakings have to stock adequate quantities of all the spares pertaining 
to eacJ:t type in use so as to be able to keep all the machines in working 
order, resulting in high inventories. . 

Effective steps have lx:en taken in other countries for cost reduction 
through reduction in the number of stores items. 

There is· great scope for cost reduction in public undertakings in India 
through reduction of varieties of stores. Standardisation of stores items is, 
therefore, an urgent necessity. This will help in reducing work-load through 
bulk of purchases of fewer items, in securing economical prices, in mini-
mising capital investment on a variety of stocks, and in reducing the mate-
rials cost. (Para 36 & 37) 

RecomlllelMlatia (Serial No. 11) 
The· ComItlittee fiDd that although the publie undertakings are conscious 

of the Aeed lor standardisation and certam steps nave been taken by • 
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of them in this direction. there is still a great leeway to be made. The 
Committee, therefore. desire that the matter should be pursued vigorously 
by the public undertakings in coordina,tion with the Indian Standards Insti-
tution or other specialised agencies. They would like to point out that the 
aim of standardisation should be to have uniform standards for simllaritems, 
and the standards evolved should take cognizance of indigenous ava.ilability 
of materials to the maximum extent possible. (Para 39) 

Reply 0( GovernmeDt (Sl Nos. 10 &: 11) 
The standardisation of items and reduction of varieties to the extent 

feasible are being pursued by the public underta,k.ings. The observations of 
the Committee have, however, been bToudlt to the notice of the Public 
UQdertakings. [Copy of Circular No. 9(28)lFI/67 feir. Adv(P)-4, dated 
16-1~7 enclosed]. (Appendix V). 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)!F1/67, 

dated the 19th October, 1967] 

Recommendatioll (Serial No. ll) 
With A. B. C. analysis, it is possible both to minimise the risk of 

stockouts and to reduce investment in inventories. The Committee, there-
fore, desire that such analysis should be made urgently by all the public 
undertakings. Further, determination of the maximum and minimum stocks 
of 'A' class items, their replenishment intervals, the quantities per reple-
nishment order and the frequency of the reviews should be the responsibility 
of the top Dlunagcment. (Para 42) 

Reply of Governmellt 

Some of the public undertakings have already attempted ABC analysis. 
1bis analysis is being made by the other public undertakings. As reprds 
Committee's recommendations tha,t the stocking limits, replenishment inter-
vals, quantities for replenishment and frequency of reviews for 'A' items to 
be the responsibility of the top management. it is considered adequate if 
this is done at Head of the Department level with the approval of the top 
management. The public undertakings arc being advised accordingly. [Copy 
of Circular No. 9(28)/Flf67-Cir. Adv.(p)-5, dated 16-10-67 is enclosed]. 
(Appendix VI) 
(Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)!Fl/67. 

dated the 19th October. 19671 
Reconunendadoa (Serial No. 13) 

Separation of indenting and purchasing functions is not conducive to ~ 
cleat materials management. The problem of providing materiak to the 
users in the right quantity at the right time and at the lowestover-all cost, 
takiDg into consideration the buying cost and the inventory. carrying cost. 
mquires organisationai coordination of indenting and purchaSig ruction and 
it is therefore desirable to have the indenting and purchasing functions aader 
1\ common head. (Para 45) 

Recomme ...... (Serial No. 14) 

, Besides diWty 01 co-ordittaftotl tlimion of stor~ undor th; Wwis 
Managers instead of having them under the control of Central Stores Orp-
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nisation results in loading and production departments with avoidable work:. 
If reuc\\':d of the inventory responsibility the line managers can devote 
more time to their primary duty of production. (Para 46) 

Recommendatioa (Serial No. 15) 
Separation of Stores and Purchase functioning under two different self 

contained Department meeting at the level of General Manager/Managing 
Director is not conductive to efficient materials management functions. 
(Para 47) 

RecommeadatioD (Serial No. 16) 
There are different types of organisational set ups in the public under-

takings for materials man~gemenl While it is difficult for the Committee 
to suggest any ideal organisational pattern whlch would suit aU the public 
undertakings, the Committee are in favour of the undertakings baviJIg an 
in~ed organisation for all materials management functions. Although 
such an organisation may have different units/departments, it should be 
under overall control of a person who should be of sufficiently high status 
as the Finance or the Production Departments head. The Committee, there-
fore, desire that the present organisational set up for materials management 
in different public undertakings should be reviewed to examine as to what _ 
extent these r\!quire modifications to suit the requirements of each under·-
taking and to ensurc t..>ffective control. (Para 48). 

Reply of Government (SL Nos. 13, 14, 15 " 16) 
Regarding S. No. 13, the consumers are the normal indentox:; 3tDd as 

such the term indenting function is generally associated with the submission 
of requisitions by the consumers for drawal of stores rccouped by the stores 
department and generally held in stock or for purchase of ad hoc and non-
stock requirements. Such 'indenting functions' is normally separate from 
the purchase function. The Committee's comments which rel!i\te to the ini-
tiation of normal procure met action by the Production Managers of the 
Factory Department in certain undertakings instead of by the Stores and 
Purchasing Department under a common bead along with the Committee's 
observations against conclusions/recommendations 14, 15 and 16 are beiDg 
broUght to the 'notice of the public undertakings for their guidance and to 
review their organisational set up and suitably modify where necessary to 
suit their requirement. 

[Copy of Circular No. 9(28)/FI/67-Cir. Adv(P)-6, dated 16-10-67 en-
closed]. (Appendix VII). 

[Mini'-lry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67. 
dated the 19th October, 1967] 

Recommendation (Serial No. 17) 
Tne location of various units of an undertaking at different pl'\CCs in the 

country creates special problems of planning, programming and provisioning 
of materials . It is, therefore, essential that a general pattern of or~-
tion applicable to the YarioU5 multi-unit OIglDitiitiQU mow" b;;Y91vcQ, 
The Committee feel that if the purchases are decentraIised wholly or subs-
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tantially, tlIere are danser' of high overall purchasinJ costs, coupled with 
daa,en of unhealthy buyUtg competition among the units of the same UDd«-
taking. The Committee are of the view that there should be central co1ltlOl 
and/or coordination among all the units of an undertaking \\-ith regard to 
0) items of commOD use and (ii) items which are imported. In all these 
ca'iCS even if it is not considered feasible to have complde centralisation of 
all purchases, there should be substantial degree of central control in the 
matter of fixing suppliers, the prices, the methods of purchases, etc. Once 
these are fixed. each unit could negotiate with the supp6ers about the qW\ll-
titics to be purchased, delivery time etc. according 10 the individual 
requirements. (Para 54) 

Reply of Government 

The observations of the Committee have been brought to the noUcC'of 
'the Public Sector Undertakings for their guidance with a view to examine 
the introduction of central control/coordination in their units wherever fea-
sible. (Copy of Circula,r No. 9(28)/FI/67/Cir. i adv(P)-39, dated 26-3-69' i& 
enclosed). (Appendix YUJ). 

(Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/Fr/67, 
Pt. II, dated the 25th March, 1969]. 

ReeolllJDelldation (Serial No. 18) 
The Committee f~'el that the organisational 'Set up for the inspectiOtt'jn 

the public undertakings requires to be reviewed with the object of cvolvilag 
a u'nifonn pattern which will be the best suited to the requirements of those 
Wl<ie.rtakings. In the opinion of the Conuniuec the inspection should be 
.carried out by a separate wing which should be under the overall control 
of the Materials Management Department. The responsibility of providing 
materials in right quantity, of right quality and' at right time is that of the 
Materials Management Dep-cU1ment and to achieve this objei:tive it is neces-
sary that the inspection wing should be under this integrated organisation. 
'The Inspection Wing could of course, take the assistance of technical per-

.soane1 in the users/production department for inspection wherever ncces~, 
before material are accepted. (Para 58). _ 

Reply of Govenment 

The Public Undertakings have been advised tbat as far as pos~ible they 
should have a separate inspection wing for bought out items under the over-
all control of the Materials Management/Stores Dep:irtment and they may 
take the assistance of the technical personnel wherever necessary before mate-
rials are accepted. [Copy of Circular No. 9(28)!FI/6810r. Av.(P)7, dllted 
16--10-67 enclosed]. (Appendix IX). 
{Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 

RecoaunendadoJl (Serial No. -19) 

The Committee feel that ad hoc short courses or on-the-job ~ 
-alone caDDOt serve the purpose and there i.. need for sustained trainiAg in 
material! manqancot. The Committee, therefofC, mDWcr thal tbc exiitiDg 
traiain& facilities in the public undertakings need to be strengthened. 
(Para 61) 
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Reply of Government 

The proper training of Materials Management personnel is already being 
attended to by the Bureau of Public Enterprises. In this connection a copy 
of Bureau of Public Enterprises No. F. 98-A/ Adv(P)/67, dated 16-9-67 is 
enclosed. (Appendix X). . 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 
dated the 19th October, 1967] 

Recommendation (Serial No.. 20) 

A large percentage of orders for small values in some of the public 
undertakings indicates. that there was no proper planning and programming 
for materials. It was admitted during evidence that a large number of 
orders of small value was not good and the· system of planning should be 
such that normally no occasion arises for an emergency purcha,se except in 
unforeseen circumstances. The Committee therefore desire that the under-
takings should review the system of planning and· programming to ensure 
proper inventory managemeht. A periodical report about rush purchases 
should also be sent to the head of the undertaking. (Para 65) . 

Reply of Government 
The Public Undertakings have been advised to have proper planning 

and programme of requirements and should avoid rush purchases excepting 
in cases of emergencies and that a report at the end of each month be 
furnished to the Head of Undertaking about all emergency purchases. 

[Copy of Circular No. 9(28)/FI/67/Cir. Av.(P)-8, dated 16-10-67 is 
enclosed]. (Appendix XI). 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 19671 

Recommendation (Serial No. 21) 
The Committee would like to poin! out that for proper materials plan-

ning it is vitally important that there should be close liaison between the 
Production Department and the Materials Management Department. For 
principal ma.terials, it is n~essary that the Materials Management Depart-
ment is given a reasonably accurate forecast of both the short term and long 
term production programmes. Based on the production schedules, the Ma-
terials Management Department could prepare a deta,iIs of their immediate 
and forward requirements in relation to stock in hand and other relevant 
factors to determine further orders to be placed and the delivery for the 
materials. 

It is a,lso essential that the Materials Management Department is kept 
informed of any changes in sales/production schemes which may be neces-
sitated' from time to time. Similarly the Materials Management Depart-
ment should keep production/Sales Departments advised of any difficulty 
arising in the flow of materials. (Para 66). 

Reply of Government 

The Materials Management Department Is nM ~many able to work 
out detailed requirements of materIals from Production Schedules. Based 
4LSS,169 
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on thc!iC schedules, the Production Department is to prepare Material Scbe-
<lules indicating detailed material requirements and furnish the same to the 
Materials Management Department for preparation of net requirements by 
taking into account the stock in band or on order and other relevant factors 
to determine further orders to be placed and the delivery for the material. 
The undertakings, have however. been advised to ensure close liaison 
between the Production and the Materials Management Departments. 

[Copy of Circular No. 9(28)/FI/67-Cir. Adv(P)-9, dated J6-1<k>7 is 
-enclosed). (Appendix XII). 
{Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 
Reco .......... ..,. (Serial No. U) 

In regard to items of regular ~se (usually referred to as stock items or 
repetitive stores) it is desirable to have system of automatic replenishment 
based on re-order levels. In the absence of such ~ system supplies are 
.afl'lU1lCd on the basis of indents from consuming departments. This proce-
dure leads to excessive stock. It is therefore, essential that the items of 
regular use should have a system of aul'Omatic replenishment based on mini-
mum, maximum and re-orders levels. (Paras 67-68) 

Recommendation (Serial No. 23) 
The Committee view with concern the absence in certain public under-

takings or provisions for pro~r inventory levels so essential for inventory 
<:Ontrol. They consider that It is DecesSary not only to fix these limits hut 
also to review them periodically because the assumptions on which these 
are based, c.g., procurement time and the rate of consumption are subject 
to frequent changes. (Para 71). 

RecoauaeadIIdoa (Serial No. 24) 
Purchase of items categorised as non-stock but which are procured fre-

quently, causes delays in purchases and results in rush buying besides add-
ing to tbe buying cost. There should therefore be a periOdic review say 
()fiCO in six months of all non-stock purchases and such of the non-stoek 
items as are of a repetitive nature, should be converted into stock items. 
(Pam 74). 

Reply of GewnJaeat (SL Nos. 22, 23 &: 24) 
System of automatic replenishment for certain common user stock items 

Qt repetitive nature is in vogue in some of the undertakings and with the 
background of satisfa<:tory service pedormance of the items and the experi-
ence gained, its scope is betng $f.3duaDy enlarged. The Committees' obser-
vations about automatic replenishment, fixation of limits and periodic re-
views of such limits and non-stock products have been noted and the Public 
UDde~ have been suitably advised. [Copy enclosed of Otcular No. 
9(28)/FI/67/Or. Adv(P)-10. dated 16-10-67]. (Appendix XDI). 
lMinistry of Finance (Bureau of Public Enterprises) D.O. No. 9(28) <'FI/67. 

dated the 19th October, 1967J 
R~ (Serial No. l5) 

The Committee noticed that there was hardly any undertaking which 
worked out the buykg cost per order or the hwentory carrytng cost on ~ 
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6ystematic basis, with the result that economic order quantities for the vari-
ous items to be stocked have not been fixed on the basis of these costs. 
The Committee feel that the present practice of determining order quan-
tities on the basis of consumption and lead time only should be reviewed 
and buying and carrying costs of inventories should also be taken into 
consideration. Besides, the economic order quantities so fixed should be 
reviewed pcri?dically in the light of any changes in the buying cost or in-
.ventory carrymg cost. (Para 76). . 

Jleply of (;overDJDent 
The Committee's suggestions have been brought to the notice of the 

.Public Sector Undertakings for guidance. 
[<j>py of Circular No. 9(28)/FJ/67-Cir.Adv.(P)-31, dated 27-9-1968 is 

enclosed]. (Appendix XIV). 
[Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/67, 

FI, dated the 4th October, 19681. 

Jlecoaunendation (Serial No. %6) 
For purcha.ses through limited tenders lists of approved suppliers are a 

sine quo non. In many of the public undertakings. there is no system of 
: registering suppliers/ contra~tors fur al~ the items of stores and maintaining 
an u~to-date list of suppliers. The Committee desire that such u~to-date 

.list for every store items should be maintained by all the p~blic undertak-
ings. (Para 80). 

Jleply of (;overnment 
Noted. The Public undertaking concerned has been advised accordingly. 

[Copy of Circular No. 9(28)/FJ/67-Cir. Adv.(P)-1 I, dated 16-10-67 is' en-
closed]. (Appendix XV). 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 

Jlecommendation (Serial No. %9) 
For the smooth working of the Purchase Deptt. it is necessary that the 

work load is evenly distributed throughout the year, instead of the pur-
.chases being rushed during the closing months of the year. (Para 86). 

Jleply of (;ovenunent 
This has been brought to the notice of the Public Undertakings con-

.cerned for guidance. [Copy of Circular No. 9(28)/Fl/67-Cir.Adv.(P)-13, 
dated 1~10-1967 is enclosed]. (Appendix XVI) . 

. [Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 
dated the 19th October. 19671 

Jlecommcndation (Serial No. 30) 
To reduce the lead time in placing purchase orders, the Committee would 

suggest the following mea,sures :-

(i) At present many of the publlc undertakinggt' hiV! Mt fixed any time 
,limit for each stage of purchase, e.g., for receipt of indent and issue of 
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enquiry, receipt and consideration of quotations, issue of pu,rchase orders, 
etc. Fixation of such a time limit will act as a check on the performance 
of the Purcba,se Department. The time taken to release the purchase orders 
during a particular period and the pending indents should also be reviewed 
periodicaOy with a VIew to examine the reasons for the delay in placing orders-
and to take remedial measures. 

Oi) In some of the undertakings (e.g. Hindustan AntIbiotics Ltd., Hindus-
tan Cables Ltd., Hindustan Insecticides Ltd., Hindustan Teleprinters Ltd., 
etc.) there is no proper delegation of powers for purchases and the limits 
up to which various officers could place the purchase orders had not been 
laid down. It is necessary to lay down such limits to reduce the adminis-
trative lead time. 

(iii) Some of the Public Undertakings have appoi~ted Stores Purchase 
Committee<,; for scrutinising purchase proposals above' a certain prescribed 
monetary limit. The comman practice is to have representative of concern-
ed dep.utments such as Finance, Production and Purchase Departments in 
such Committees. Appointment of sueh Committee obviates avoidable delay 
in inter-dcpartmentat notings and correspondence, gives the opportunity to 
the concerned departments to exchange views and helps in taking quick 
decisions. This system could be adopted by the undertakings who do not 
have such Committees. (Para 90). ~ 

Reply of Government 

Noted. The Public Undertakings have been advised accordingly. 

[Copy of Circular No. 9(28) /FI/67-Cir. Adv.(P)-32 dated 27-9-1968 is 
cncl~d]. (Appendi" XVII). 

[Ministry or Finance (Bureau of Public Enterprises) O.M. No) 9(28)/67.-
FI, dated the 4th October, 1968]. 

RecommendatioB (Serial No. 31) 

Thc Committee feel that large number of references to Finance tend to 
a,dd to delay in placing purchase orders. Reduction of the number of such 
references without impairing financial control will directly result in reduc-
tion of work in both the purchase and finance branches, simplification of 
the procurement procedure, shortening of the administrative lead time and 
diminution in the number of stockouts and emergency purchases. What is 
needed for proper budgetary control is to sanction tbe overa,ll b},ldget and 
also to divide it as far as possible shop-wise or product-wise. The purchase 
Deptt. should then ~ empower~. to place p~~hase ~rders within the ~
rioned budget according to the limits and condlbons latd down. The present 
practice of obtaining financial concurrence for each order irrespective of the 
v~uc of the order and notwithstanding the acceptance of the lowest tender 
is unnecessary nnd time consuming. (Para 95). 

The Committee do not Undcr-t~liDllt~ lb~ need for financial control over 
the Purchase Department. It may be necessary to fix ~ financial ~ts 
ove.r which it may be desirable to refer the case to Fmance before placmg 
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the purchase ordeI'5. The other cases where it might be necessary to rder 
:the case to Finance may be as follows :-

(i) Where the ring prices are quoted by the tenderers or the lowest 
offer is higher than the last purchase price by a certain limit 
say 5 per cent. 

(ii) Where the differences between the accepted and the lowest t'.?ndcr 
is more than fixed limit say 5 per cent subject to an overall 
limit. 

Further in order to ensure that c~rrect and proper procedures are fol-
lowed by Purchase Department, there can be a larger percentage of post-
audit. This would act as a check on the Purchase Depa,rtment without im-
pairilfg its efficiency in placing purchase orders. (Para 96). 

Recommendation (Serial No. 33) 
The Committee desire that the procedures obtaining at present in various 

-public undertakings should be reviewed and suitably modified to avoid un-
necessary consultations, reference.s and cross references to Finance which, 
while not contributing anything to purchase efficiency merely add to the 

. delay. (Para 97). 

Reply of Government (SL Nos. 31, 32 & 33) 
(i) The Public Undertakings are being advised that it is not necessary 

. to refer each purchase order before finalization to their Finance regardless 
of value and that financial limits should be prescribed over which only it 
would be necessary to refer the case to finance. 

(ii) The Finance be invariably consulted for finalization of Purchase 
-Orders where : 

(a) Ring prices are quoted by the tenderer; 

(b) The lowest offer is higher than. the Jast Purchase Price by 5%; 
and 

(c) The difference between the accepted tender and the lowest tech-
nically acceptable tender is more than 5 % subject to an-overall 
limit. 

Undertakings have been advised vide Cir. No. 9(28)/FI/67-Cir. Adv(P)-
36 dated 31-1-69 tAppendix XVIII) to review and suitably modify where 
necessary, their procedures in the light of above comments so as to avoid 
unnecessary consultations, references and cross-reference to Finance. 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 688/BPE 
GM/69, dated the 6th February 1969] 

Recommendation (Serial No. 34) 
To obviate delays in taking appr~val of Finance, proper forms should 

be devised by each undertaking containi~. details of infor~ation generally 
required by Finance so that purchase prot\MAl~ gem to Fmance are com-
plete in all respects and time is not lost in avoidable cross references between 
the Purchase and Finance Department. (Para 99). 
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Reply of Gmet ..... 
The Public Undertakingi haw been advised to evolve suitable forms con-

taining detailed information generany required by the Fmance so as to' 
eJl5Ule that purchase proposals sent to the Finance are complete in aU res-' 
pect~ to obviate delay in finaJisation. 

[Copy of Circular No. 9,(28)/FI/67 /Cir./ Adv.(P)-15, dated 16-10-67 is 
enclosed). (Appendil( XIX). . 

(Ministry of Finance (Bureau of PUblic Enterprises) D.O. No. 9(28)/F1!67~. 
dated the 19th October, 1967] 

Recomaaeadatioa (Serial No. 35) 

The Committee are glad to note the improvements effected in the proce-
dure for allowing imports by the public undertakings. They trust that the 
J'e\lised procedure would be effectively implemented and its actual working 
reviewed periodically. (Para 1 05 ) 

Reply 01 GovemlDHt 

~otcd. 

(Ministry ofFinanc~ (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67~, 
dated the 19th October, 1967] 

Recoaameaatioft (Serial No. 36) 

Value analysis has already become popular in-many countries and the 
result1J I\Chieved have been quite encouragmg. However, in India, it has 
not found wide application and there are not many public undertakings doing 
vallie analysis in a systematic manner. 

It needs hardly any emphasis that value an:¥ysis offers a large scope for 
cost reduction and all the public undertakings should undertake it in a sys-
tematic manner. Such an analysis has of course to be conducted by a tea,m 
comprising personnel from Materials Management, Designing. Eagineering. 
Production. and Research and Deve10pment Departments. (Paras 107-108). 

Reply 01 Govenllaeat 

Public undertakings hl\vc ~cn a~vised on the importance of value ana-
lysis as an important tool of Materials Management and to undertake if in a 
systematic manner as indicated in the above recommendation, to the extent 
feasible. 

[Copy of Circular No. 9(28)/FJ/67-Cir./Adv(P)-33, dated 27-9-1968 is 
coclosea}. (Appendix XX). 

[Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/67-
FI, dated the 4th October, 1968]. 

8.eco1BlM.i.tbII (Serial No. 37) 
The Committee welcome the 'Steps taken by Hindustan Steel Ltd. and-

some other public undertakings for import substitution. Considering. how-
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ever, that a large percentage of requirements of spares was still met through 
imports by several undertakings, there is need for a systematic effort by all 
the public undertakings to develop indigenous substitutes and to achieve 
self-sufficiency in the matter of procurement of raw materials, spares and 
components. (Para 114) 

Recommeadation (Serial No. 38) 
The Committee feel that all the undertakings depending substantially on 

imported products should have a separate cell for research and develop-
ment in the field of import substitution. 

'" To achieve results in the field, full use should also be made of the various. 
Research Institutes in the country. Cooperation of private manufacturers. 
could' also be very valuable and they should be encouraged to take up the 
manufacture of these items by making available to them the detailed cata-
logues of imported items and by holding exhibitions, etc. 

The Committee abo feel that there should be frequent exchange of ideas. 
and information among the public undertakings about the efforts made for 
import substitution. (Paras 115-116). 

Reply of Governmeat 

1be observations made by the Committee are noted and are being 
brought to the notice of the Public Undertakings for guidance. 

[Copy of Circular No. 9(28)/FI/67/CirjAdv.(P)-16 dated 16-10-67 
enclosed]. (Appendix XXI). 

[Ministry of Finance (Bureau of P~blic Enterprises) D.O. No. 9(28)/FJ/67~ 
dated the 19th October, 1967] 

Recommendation (Serial No. 39) 
While tbe Committee agree with the policy of giving price preference for 

indigenous products, it is desirable that a uniform policy should be followed 
by all the Public Undertakings regarding the extent to which price preference 
should be allowed. 1OOy, therefore, feel that Government should lay down 
a limit up to which the public undertakings should be em~wercd to give 
price preference for indigenous products. In Ca'Se it is conSidered necessary 
in any case to give price preference over the limit so fixed, the specific 
approval of the Board of Directors should be obtained before going in for 
indigenous products. (Para 121). -

Reply of GoVel'DlDellt 

The quantum of price preference for purchase of indigenous goods over 
imported ones, will vary from item to item, depending upon the scale of 
industries, stage of development and the region of manufacture. It is there-
fore not feasible to lay down a uniform policy regarding the extent to which 
price preference for indigenous goods over imported ones should be allowed 
by the Public Sector Undertakings. 

How;ver, lb~ rublic Sector Undertakings have bee"; advised to adopt 
the following guide-lines in dealing with the cases of pnce 1'f~ference:-

(i) Cases in which price preference to be· given for indigenous 
materials over imported ones is upto 15%, may be decided by 
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the individual purchase officer, within whose powers the pur-
chase lies in association with the Finance. . 

(ii) Cases in which price preference to be given exceeds 15%, but 
does not exceed 25%, may be decided by the Head of the De-
partment concerned in association with the Fmance, within 
his powers of purchase. 

lUi) Cases where price preference to be given exceeds 25%, should 
have personal approval of the Head of the Undertaking in ass0-
ciation with the Finance and a quarterly statement of such cases 
may be put up to the Board!Jf Directors for their infonnation. 

[Copy of Circular No. 9(28)/F1j67/Cir./Adv.(P)-38, dated 26-3-1969 
is enclosed]. (Appendix XXII). 

lMinjstry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/F1/ 
67-PL II, dated the 25th March, 1969J 

Rec:o .... dMloa (Seri8I No. 40) 
Many of the Public Undertakings (e.g. Garden Reach Workshops Ltd., 

Hindustan Insecticides Ltd., National BuUdings Construction Corporation 
Ltd., National Coal Development Corporation Ltd., National Instruments 
Ltd., Praga Tools Ltd. etc.) have not laid down proper proa:dure for follow 
up of purchase orders. The Committee desire that alI the public under-
takings should Jay down proper followed up procedure in this respect. 
(Para 122) . 

Reply of Goverament 
Noted. The Public Undertakings have been advised to ensure proper 

follow up of purchase orders by the undertakings. 
[Copy of Cir. No. 9(28)/FI/67/Ck/Adv.(P)-17, dated 16-1().67, 

enclosed]. (Appendix XXIII). 
{Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 19671 
Recoaanns' ti9a (Serial No. 41) 

The Committee feel that according to normal commercial practice, in 
the purchase proposals and agreements, a clause for liquidated da.m1igeS 
should be provided so as to ensure that the oontractors supply the materials 
within the stipulated delivery period. This provision should -afro be enforced 
unless for good and valid reasons suppliers obtain consent to postponement 
of delivery dates. (Para 126). 

Reply 01 Goftl'lllllellf 
The Public undertakings concerned have been advised to ensure inclu-

sion of a suitable liquidated damages clause in purchase contracts and in 
case of dela~ to take appropriate action on tbe merits of each case in terms 
of the conditions of contract. 

[Copy of Circular No. 9(28)/FIj67/Cir./Adv.(P)-18, dated 16-1().67, 
enclosed]. (Appendix XXIV). 
[Ministry of Finance (Burcau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 
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Recommendation (Serial No. 42) 

In recent years, facilities for transportation of g\JOds by road have in-
creased. Road transport is costlier but at the same time speedier and per-
baps safer too as compared to rail. However, no systematic effort seems 
to have been made to determine the relative costs of transport by rail or 
road. In view of the general shortage of railway wagons, the Committee 
suggest that each undertaking should work out the relative costs of transport 
by rail and road for its various products, keeping in view the time factor, 
packing costs, safety in transit, etc. (Para 131). 

Reply of Government 
The Committee's suggestions have been brought to the notice of Public 

Sector Undertakings. 

[Copy of Circular No. 9(28)fFI/67/Cir./Adv.{P)-19, dated 16-10-67 
enclosed]. (Appendix XXV). 

{Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 
dated the 19th October, 1967] 

Recommendation (Serial No. 43) 
The Committee feel that the question of difficulties in transportation of 

over-sized equipment merits serious attention of Government and the Rail-
way Board with a view to taking remedial measures to avoid the difficulties 
in transportation of over-sized or heavy equipment which might occur after 
electrification of Railways (Para 13 3 ) . 

Reply of Govermnent 

The Railway Board have stated that the movement of over-dimensional 
consignments is receiving their constant attention. With a view to meet the 
pressure of traffic demands 'for transportation of heavy consignments in 130 
ton well wagons, instructions have been issued by the Railway Board that 
individual Railways should organise train escorting staff for this type of 
wagons. As a further step, it has been decided by the Railway Board to 
permit movement of loads by night in cases where clearance between the 
loaded consignments and the fixed structures is more than three inches. 
1bis would enable the Railways to move such consignments loaded in well 
wagons during night when power can be switched off on electrified sections. 
Moreover, the Chief Engineer of the Railway is delegated authority to sanc-
tion movement of over-dimensioned consignments in well wagons on his 
own Railways even where the net clearance is less than three inches. 

As a policy, on A.C. electrified routes, Railways aim at providing suffi-
cient height of the contact-wire above rail-level on at least one tract in 
future, to allow movement with power 'on' of over-dimensiooed consign-
ments with a height of upto 15'-9" at restricted speeds. 

This jg being brought to the noticv of the Publi~ vndertakinss. 
{Ministry of Finance (Bureau of Public Enterprj~es) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 



18 

RecOllUllendation (Serial No. 44) 

The Committee desire that the procedure for inspection of various types" 
of materials should be laid down by all the public undertakings. While the 
method of inspection to be adopted will depend on the requirements of 
each undertaking, it is essential that the procedure for inspection should be 
a simple one since if the procedure is too elaborate it could be costly an~ 
time consuming added with the danger of being by-passed. (Para 136). 

Rec:oauaeadatioB (Serial No. 45) 

To avoid unnecess8l)' delay in the process of inspection it is desirable' 
that the time limit for mspection of various types of materials should be 
laid down and actual time taken in inspection as against the limit ftxed 
reviewed periodically. (Para 139). 

Reply of Govemmeat (SL Nos. 44 &: 45) 

Noted. The Public Undertakings concerned have been advised to 
t10alise inspection procedure in their undertakings, wherever it has nOl ~ 
done and to lay down time limits for inspection of various types 0( 
Materials. 

[Copy of Circular No. 9(28)/FI/67/Cir./Adv. (P)-20, dated 16th 
October 1967 enclosed] (Appendix XXVI). 

I Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)jfI/67, 
dated the 19th October, 1967] " 

Recommendation (Serial No. 47) 

The Committee would suggt..'St in-process inspection at suppliers' end 
in suitable cases. This would help in reducing the percentage of rejections 
at destination and also save the time, labour and expenditure involved in 
seAding back the defective materials and obtaining replacements. (Para 
1-"). 

Reply of Government 

The Committee's suggestion has been communicated to the Public Under-
takinp for guidance. 

[Copy of Circular No. 9(28)/FJ/67/Cir./Adv.(P)-34, dated 27th 
September, 1968 is enclosed] (Appendix XXVll); 

[Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/FII 
67. dated the 4th October 1968]. 

Reeoauaeadatioa (SerW No. 48) 

The Committee found that mostly the public undertakings did not main-
tain statistics about tile extent of materials rejected. the firms which supplied 
such materials, etc. They feel that the maintenance of such statistics would 
help in locating the types of materials generally found defective and the 
firms which supply defective or substandard materials. (Para 145,. 
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Reply of Government 
Noted. The Public Undertakings concerned have been advised to' 

maintain proper statistics for rejected materials and the name of supplier. 
of such materials in one place. 
[Copy of Circular No. 9(28)/FI/67-Cir. Adv.(P)-21, dated 16th October 

1967 enclosed]. (Appendix XXVIII). 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 

Reconuneuclation (Serial No. 49) 
The Committee were informed that the names of suppliers who con-· 

si~tently supply sub-standard materials are removed from the list of approved. 
suppliers. They would suggest that the names of such suppliers should 
aiM) be circulated to other public undertakings, Government Purchasing 
Departments so that they may be cautious while dealing with such firms. 
Besides helping the other public! undertakings, this would act as a deterrent 
to the bad suppliers. (Para 146). 

Reply of Government 
The recommendation has been considered in the context of the provi-

sions contained in the Standardised Code for Suppliers issued by the Depart-
ment of Supply laying down the different types of penalties which can be 
imposed on the finns. 

In the light of this Code, the head of a Public Sector Undertaking can 
issue an order banning business with a particular firm for unsatisfactory 
execution of a contract. 

These provisions are being specifically brought to the notice of Public 
Sector Undertakings and they are being informed that where such firms are 
'banned' they should consider in appropriate cases whether the names of 
such firms should be communicated to other Public Sector Undertakings. 
[Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/67-FI, 

dated thc 29th February, 1968]. 

Recommendation (Serial No. 50) 
C\:)nsidcring that the material costs account for a major portion of the 

total cost of finished' products, the question of best utilisation of the materials 
received i~ extremely inlportant. It is therefore essential that the norms of 
consumption for various materials arc fixed on a scientific basis and the 
actual consumption checked periodically with the norms tQ locate the cases 
of excess consumption. The Committee regret to note that in many of the 
public undertakings, e.g., Hindustan Antibiotics, Ltd. Praga Tools, Ltd., 
National Projects Construction Corporation, etc., such norms of consumJ)-
tion have not been laid down. They desire that these norms should be laid 
down by all the public undertakings wherever feasible, and periodically 
reviewed in the light of actual working of the u~dertaking. (Para 147). 

Recommendation (Serial No. 51) 
The Committee note that in some of the undertakings, the actual con-

sumption was much more than the norms prescribed. The Committee desire-
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that all cases of excess consumption should be thoroughly investigated and 
remedial mcasurC'.i taken. (Paras 148-150). 

Reply 0( Government (Sa. Nos. SO " 51) 
The Public Undertakings concerned have been advised to give due 

emphasis to the fixation of material consumption norms and critically 
investigate instances of over-consumption. Material consumption and 
material COD'Iumption norms \.0 be reviewed periodically. [Copy of Circular 
No. 9(28)/FI/67/Cir.Adv.(P)-22 dated 16th October 1967, enclosed]. 
(Appendix XXIX) . 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FIj67, 
dated the 19th October, 1967] 

Reeonunendatlon (Serial No. 52) 
/i' It is regrctable that in many of the public undertakings there was laxity 
":1n the care and custody of the materials. While different items have to be 

treated with varied degree of care according to their n!tture; any scheme 
of storage and stores control should achieve the following objectives :-

(i) Maximum utilisation of the space for storage. 
(ii) Care of handling stores during the process of receipt, inspection, 

storage and issue and to ensure an undisturbed and easy flow. 
(iii) Preservation of stores against breakage, spmage or deterioration. 
(iv) Security against pilferage. 

The Committee trust that suitable measures will be taken by all the public 
undertakings for proper storage, care and custody of materials. (Para 155). 

Reply of Govenunent 
Noted. The Committee's observation has been brought to the notice of 

Public Undertakings. [Copy of Circular No. 9(28) /FI/67 ICir. Adv.(P)-23 
dated 16-1Q.67 enclosed]. (Appendix XXX). 
(Mini~try of Finance (Bureau of Public Enterprises) D.O. No. 9(2S)/FI/67, 

dated the 19th October, 1967] 

Recommendation (Serial No. 53) 
The Committee view with concern the serious lapses in the maintenance 

of stores accounts in some of the public undertakings. In the absence of 
proper accounts, it is difficult to maintain any control over the receipt and 
issue of sto~, to check the shortages in stores if any and to fix the responsi-
bility for the losses. Proper valuation of stores issued and consumed is also 
rendered difficult. The maintenance of proper and complete stores accounts 
is therefore absolutely essential. (Para 160). 

Reply of GoYennneat 
Noted. The Public Undertakings have been advised to ensure main-

tenance of proper and complete stores accounts. (Copy oE Circular No. 
9(28)/FJ/67/Cir.Adv.(P)-24 dated 16-10-67 enclosed]. (Appendix XXXI). 
[Ministry of Findncc (Bureau of Public Enterprises) D.O. No. 9(28)IFI/67, 

dated the 19th October, 1967] 
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Recommendation (Serial No, 54) 

The Committee would emphasise that the system of accounting should 
be such as would avoid unnecessary duplication of work without losing 
sight of the objectives. 

The Committee feel that the present practice of maintaining two sets of 
stores cards in the Stores Department needs to be reviewed. In the view of 
the Committee, it is desirable to maintain only one set of stores cards (say 
of the Kardex type) as it would avoid duplication of work without impairing 
efficiency of material control system. The practice of maintaining Priced 
Stores ledgers in the Accounts Department \Wuld have tQ be continued in 
such cases. In 'Some undertakings where the number of items in stock is 
very large, the total volume of transactions would justify inStallation of 
computors or other mechanised equipment. In these undertakings, the 
feasibility of maintaining only one set of stores cards with the help of such 
equipment and thus obviating the necessity of maintaining separate Priced 
Stores Ledgers in the Accounts Department should be examined. (Paras 161 
& 163). 

Reply of Government 
The observations of the Committee have been brought to the notice of 

public undertakings for following these guidelines. [Copy of Circular No. 
9(28)FI/67-Cir.Adv.(P)-35 dated 27-9-1968 is enclosed]. (Appendix. 
XXXII). 
[Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/67/ 

FI, dated the 4th October, 1968] 

Recommendation (Serial No, 55) 

The large variations between the actual stocks and ledger balances is a 
reflection on the standard of stores keeping and of stores accounting and 
should be taken serious notice of by the Public Undertakings. The discre-
pancies noticed as a result of such· verification should be reconciled promptly 
and all shortages which cOme to light must be investigated. (para 169). 

Reply of Government 

Noted. These observations are being brought to the notice of Public 
Undertakings for guidance and promp reconciliation of discrepancies noticed 
as a result of stock verification and investigation of all shortages. [Copy of 
Cir. No. 9(28)/FI/67-Cir.Adv.(P)-25 dated 16-10-67 enclosed]. Appendix: 
XXXIII). 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 

dated the 19th October, 1967] 

Recommendation (Serial No. 57) 

To ensurw proper working of the Materials M~agemcnt pepartment!t is 
essential that the procedures to be followed regardmg mat~nals purchasIDS, 
inspection, storing, issue and disposal, etc., ale clearly laId down for the 
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guidance of aU concerned. A comprehensive manual on the various aspect" 
· of Materials Management is therefore an urgent necessity and immediate 
· attention shOuld be paid by all the public undcrtakings to prepare such a 
mauual. (Para 172). 

Reply 01 Government 

10 addition to the undertaking mentioned by the Committee (in para 
171 of their report) who hu\'e already completed the preparation of a manual. 
~ other undertakings have also since-finalised the preparation of a 
Maaual, e.g., Nanga! Fertilisers has iinal~sed and issued, Trombay bas 
1iDisbed and it is underprint, HElL, Bhopal has issued a part of manual and 
tbc balance is under finalisation. The Committee's recommendations bave. 
however, been noted and the public undertakings have been advised to 
casure urgent attention in this connection vide Circular No" 9(28)/FI/Cir. 
Adv.(P)-27/67 dated 16-10-67 (copy enclosed)]. (Appendix XXXIV). 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(2H)/FI/67, 
, dated the 19th October, 1967] 

RftOIBIIIeIldado (Serial No. 58) 

There has been loss of valuablc by-products because of lack of proper 
planning and forethought. In some cases by-product plants were installed 
Jate and ~ products could not be sold because market study had not been 
'made in advance nor had adequate steps been taken to develop the market. 
This happens, because at the time of setting up of the projects, little or no 
attention is paid towards production and utilisation of by-products. The 

., Committee consider it essential that at the time of preparation of detaiJed 
Project Report itself proper assessment of the nature and the extent of by-
products likely to arise during production/operation of the plant, should be 

· worked out so tbat adequate arran~ments about their "tilisalion/ disposal 
· could be made well in time of the ansing of these by-products. (Para 175). 

RepIy"~ 

Noted. This is being brought to the notice of (Xlnceme4 agencies. [Cir. 
No. 9(28)/FI/67/0r.Adv.(P)-14 dated 16-10-1967 enclosed). (Appen-
dix XXXV). 

· [Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/fJ/67, 
· dated the 19th October, 1967) 

ReeommeadIdion (Serial No. 59) 

The Committee noticed that the operation of some of the by-product 
plants ~ld not be continued due to defects in the plant and machine.ry or 

• JD operatron. 
It is surpr~~_ that even af~r several years of the wor.kiD~ of some of 

the bY-~ JUfttl ftf HSL It bad nOl lIeD Imn'blo to rGWfy dsf~~ in. 
the plants and maclHnery for the by-products. The Committee trust that 
effective steps would be taken soon to set right the defects in the plant and 

; machinery to ensure proper utilisation of the by-products. (paras 176-177). 
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Reply of Government 

Noted. The Public Sector Undertakings have been advised to ensure 
proper maintenance of by-product plants and to take effective steps in 
rectifying defects in plant and machinery or in operation. In this connection. 
the Chairman, Hindustan Steel Ltd., has set up a Committee to evaluate the 
performance of the various units of the by-product plants in the three steel 
plants and to assess the deficiencies including those relating to operation and 
maintenance etc. and to recommend measures for improvements. 

[Copy of Circular No. 9(28}/FI/67/Cir.Adv.(P)-28 dated 14th Feb-
ruary, 1968, is enclosed]. (Appendix XXXV) . 

. [Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)! 
67/FI, dated the 29th February, 1968] 

. Reoonunendation (Serial No. 60) 

In the absence of periodical reports to the top management it is difficult 
·to maintain close watch over the inventories. While the precise nature of 
tile reports which should be submitted to the top Management and their 
periodicity, may differ to some extent from undertaking to undertaking, the 

-COmmittee feel that the top Management (General Manager, Chairman! 
Managing Director, Board of Directors) should get periodical reports 

,(monthly/quarterly) on the following aspects of Materials Manageinellt :-

I. Reports about purchases containing the fol1owing information:-
(i) Details of purchases above certain limits. 

(ii) Purchases over certain limit where lowest tenders were not 
accepted. 

(iii) Details of rush and emergency purchases showing items pur-
chased, their value, source of purchase, reasons etc. 

(iv) Details of indents outstanding viz. their number, the period for 
which these were outstanding. reasons for delay if any. 

II. Reports about Stores Department containing the following 
.information :-

(i) Stock position about major raw materials stores, finished goods 
etc. 

(il) Position about slow moving/DOn-moving stores,extent of surplus 
stores and position about their disposal. 

m. General Reports about the following :-

( i) Reports about the foreign exchange utilization~ 

(li) The imports made; 

(iii) Steps taken for import substitution & the results achieved; and 

(iv) Value analysis reports etc. 

The above rePOrts should cMtAirt es~t\tiAl d~tA otily ~ftd ~boold he 
. submitted soon after the close of the period to which they pertain. Also, 



24 

maintenance of purchase and stores. records should be such as would enable 
compilation of necessary information without involving much labour and 
time. ' (Para 179). 

Reply of Goverament 
The Committee's recommendation about the necessity of furnishing of 

certain periodical reports to top Management to maintain close watch over 
inventories is accepted. The recommendation is being brought to the notice 
of all Public Sector Undertakings for introducing a system" of periodical 
re~in.8 to top Management on vital aspects of Materials Management to 
SUIt then local requirements. The ,reports to be submitted and the levels to 
which to be submitted may be decided by the Undertakings. [Copy of 
Circular No. 9(28)/FI/67, Cir.Adv.(P)-37 dated 4-2-1969 is enclosed]. 
(Appendix XXXVII). 

The Bureau of Public Enterprises is also finalising certain important 
recommendations with a view to the introduction of such statements on the 
control of inventories by the Public Sector Undertakings for furnishing to 
the top Management. These will also be circulated in due course. 
[Ministry of FinWlcc (Bureau of Public Enterprises) D.O. No. 688/BPEI 

OM/69, dated the 6th February, 1969]. 
Recommendaaion (SerIal No. 61) 

After an examination of the working of Materials Management in Public 
Undertakings. the Committee feel that althou$h most of the undertakings are 
oonscious of heavy investment in inventories, there has not been a conti-
nuous effort to control inventories or to introduce new techniques of mater-
ials management. . 

In conclusion the Committee wish to make the following general 
observations :-

(i) By and large, materials management has been given a secondary 
importance in the organisational set up of an undertaking. There 
is therefore need to pay greater attention to the efficient func-
tioning of this Department. 

(ii) A large number of undertakings depend on imported spare parts 
and components. Because of long lead time required for 
imported products and due to acute foreign exchange situation, 
there is a tendency on the part of the undertakings to import 
larger stocks in order to avoid possible stoppage of production 
due to non-availability of stocks at the required time. There is 
therefore need to liberalise maintenance imports to obviate this 
tendency. There is also need for stepping up indigenou3. prC)-
duction and development of ancillary industries so that· depen-
dence on imports is reduced to the minimum. Government 
should pay particular attention to these matters. 

(iii) Various methods of inventory control have been adopted in 
industrially advanced countries. These are classification, codi-
fication, standardisation, variety reduction, value analysis, A. B. 
C. analysis etc. Adoption of these methods can greatly help 
in reducing costs. Barrin8 a few und~rtatin~. _ ~ 
have not been given proper attention. These new techniques 
should be employed. 
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There have been numerous complaints from the undertakings 
that both from the point of view of quality and price, the 
indigenous products do not compare favourably with the 
.imported ones. While the undertakings can help the indigenous 
manufacture to .improve the quality of their products, Govt. also 
'Should take suitable steps fur reducing the costs of such products. 

Utilization of by-products has not received proper and adequate 
attention 'of several undertakings. In' some cases plans for their 
utilisation were initiated quite late, While in others by-product 
plants had been installed but were not operating due to defects 
in the plant or because adequate efforts had not been made to 
develop the market for these products. There is need for 
advance planning in this respect and also for implementing the 
plans. 

There .is general feeling that materials management does not 
require any specialised knowledge. It is perhaps for this reason 
that there are practically no regular arrangements in the country 
for training of personnel at various levels for appointment to 
materials management posts. The efficiency of the materials 
management department will depend on the qualifications and 
experience of the personnel appointed therein. It is, therefore, 
essential to arrange regular institutional training in materials 
management and for exchange of ideas and information through 
seminars., etc. {Para 180). 

Reply of Government 
The conclusions of the Committee have been brought to the notice of the 

Public Undertakings [Copy of Circular No. 9(28)/FI/67/Cir./Adv.(P)-40 
dated 26-3-69 is enclosed]. {Appendix XXXVIII). 

A Committee on Inventory Control set up by the Govt. of India under 
their Resolution No. 1-34/66-ADMN. 1 dated 30.3.67 has made detailed 
studies of the inventory systems and the present levels of inventory in five 
selected Public Sedor Undertalcings. The Committee's Report, which will 
be issued slrortly, bas dealt with various aspects of Materials Management' 
viz. Organisational set up, Training problems, Import substitution, Oassi-
fication, Codification, Standardisation, Variety reduction, A.B.C. analysis 
and Economic Order Quantity techniques, etc. and has brought out lmw the 
present holdings of the inventory of Rs. 146 crores in the five units could 
be reduced to Rs. 70 crores (Reduction Rs. 76 crores). A reconstituted 
Commitme will continue such studies in respect of other units. It is hoped 
that these studies will materially assist in fu1fi1ling the requirements envisaged 
in the conclusions/observations of the Committee on Public Sector Under-
takings. . 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/ 
FI/67-Pt.n, da.ted 25tb March, 1969]. 

4LSS/69 
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RBCOMMENDATIONS WIDCH THE COMMllTEE DO NOT DESIRE 

. TO PURSUE IN VIEW OF TIlE GOVERNMENT'S REPLY 
Recommendation (Serial No.3) 

Materials costs usually constitute about two thirds of the total cost of 
production in an undertaking. Economy in materials costs is, therefore. 
a vital factor for the profit-earning capacity of an uDdertaking~ The Com-
mittee regret to note that the administrative Ministries have not given enough 
care and attention to the materials management problems- in the underta-
kill~li under their control. From the .experience of working of several under-
takings, Governm~nt had the advantage of knowing as to what basic princi-
ples of materials control systems and techniques were. Suited to the under-
takings and to what e~ent there were deficiencies in various undertakings. 
It was. therefore, expected of the administrative Ministries to issue suitable 
instructions to provide guidelines to the undertakings for implementation. 
The Committee trust tha,t in future the materials management systems in 
the public undertakings would receive due attention of the Ministries and 
~uitab)e instructions issued by thein, wherever considered necessary. 
(Para 15). 

Reply of Government 
Tho.: Bureau of Public Enterprises has already undertaken the prepara-

tion of guido-lines in various aspects of Materials Management including 
principt~ of material control systems and techniques. These are proposed 
to be issued to the Public Sector Undertakings shortly. 
[Mini"try of Finance (Bureau of Public Enterprises) D.O. No; 9(28)/FI /67:.. 

Pt.II. dated the 25th March, 1969] 

RecouweadatIolI (SHiaI No. 27) 
. It is necessary to fix the number of suppliers to whom the Limit>:<! 

Tonder Inquiries win be sent based on the vl\lue of the purchase order. bl 
case the number of suppliers invited to tender or the valid quotations re-
ceived is less than the number fixed. the purchasing officer should obtain 
the appro'.al of the nex.t higher authority before ordering purchase. 
(Pard 81), 

Reply of Govem ..... 
It i .. not (,.'Onsidered advisable to limit the number to a definite figure of 

regist~l"ed suppliers to whom enquiries against limited tenders ha,ve to be· 
issued. As far as possible. an suppliers registered for a particular item 
.. bolild get the tender enquiry for that item. However, if the list is too 
long. the enquiry may be restricted to only few suppliers on the basis of 
their past performance but tbe Purchase Officer within whose powers the 
purcha-.e lies. should obtain the approval of the next higher anthority 
about the number and name of tenderers. in such cases. It should not he 
necessary for him to get the approval of the next higher if some of the 
tl'ndt!r~rS do Mt tes~ftd. How~v!r. Hi cases of only . single offer. the 
purdme should be trented on single tender basis and decision taken on its 
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m¢.ts. . The public undertakings are being . advised. [Copy·of C'U'cular 
le~ Nt). 9(28)/FI/67, Or. No. Adv .. (P)142,dated 16-10-67,tsfentlosed]. 
(Appendix XXXIX). : .. ' . 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/FI/67, 
.. dated the 19th October, 1967] 

ReeolllllM':llClation (Serial No. 18) 

.. The suppliers under the DGS&.D rate contracts do not keep Up promiSed 
deli.very schedules. Most of the suppliers prefer to get orders outside the 
rate contracts and give preference to their execution as such rates are -more 
favourable. Further. DGS&D rates Contract implies inspection and pay-
ment. Since this is a lengthy process, suppliers prefer to deal airectly and 
outside the rate contracts. The Committe£. feel that the matter calls for 
serious attention by the DGs&D. They would suggest that all cases where 
there had been serious delays in receipt of materials under the DGS&D 
rate contracts, should be reported by the public undertakings to the 
DGS&D and such cases should be investigated by the DGs&D to find 
out the circumsta,nces for delays in delivery or for charging the higher rates. 
The threat of termination of rate contracts with the defaulting parties and 
for entering into parallel rate contracts with other parties could help in 
improving the position in such cases. (Paras 82-83). 

Reply of Government 

1. (i) Delivery periods stipulated in supply orders pl:u:ed against 
DGS&D Rate Contracts are generally not guaranteed and no penalty tor 
delay in supply can be levied except in cases where the &!livery dates are 
expressly agreed to in writing by the Rate Contra,ct holder before placement 
o( the order. The question of making a suitable provision in the standard 
conditions governing Rate Contracts whereby the Rate Contract holder will, 
within· a specified period of. the receipt of the Supply Ordcr by him indicates 
the period within: which supply would be made failing which he would be 
deemed to havaaccepted the delivery period stipulated in the supply order, 
is . under consideration of· the Ministry of Supply in consultation··· with the 
Ministry of Law. 

(ii) Regarding insPection by DGS&D for supplies against rate contract, 
each and every consignment is not inspected but tht:, stocks held by the firm 
at various places ar;! inspected from time to. time and· inspectiolt notes ior 
supply from those inspected stocks ilisuedoD receipt of supply orders. The 
position. therefore. is that generally against Rate Contracts, contractors are 
required to maintain pre-in§])Ccted stocks at specified points· of delivery. 

(iii) Regarding payment for supplies against DGS&D contracts, the 
question of decentralisation of paymcnCLe., payment to contractc; direct by 
public sector undertakings was discussed in the 13th meetin,g of tbe Central 
Purchase Advisory Council held in New Delhi on 11-10-66. Trade and 
Tndustry represented in the Council, gave unanimous opinion that payment 
by the Pay & Accounts Officers (i.e .. the existing arrangements) was quicker 
than pa)m,ms by any other Deptt. and that th~y were not Interested in any 
change. They. however, accepted the DG'S&D's suggestien for payment by 
Public Sector Undertaking., direct on a trial basis. 



28 

2. 1be Public Undertatiap have been advised 1:h3;l an cases of serious 
delays ill receipt of materials apiDst DGS&O's rate contracts should be re-
ported by the undertakings to the DGS&O for taking remedial measures. 

[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)/Fl/67, 
dated the 19th October, 1967] 

RecoMB ea' ... (Serial No. 46) 

The Committee understand tha,l even after the goods are inspcx:ted by 
Directorate General of Supplies &. Disposals, the 1JDdertaJdngs have to ins-
pect the materials on receipt. This inspection may be ror quality or q~
tity or for both. Since inspection by DGS&D and again by the undertakings 
iDYOlves duplication of efforts. the Committee would suggest that in cases 
where tbe underta,kings can make arrangements for inspection by their ~wn 
staIf, the feasibility of permitting them to do !IO may be examined. (para 
142). 

Reply of Gonrameat 
The OOS&O rate contracts arc usually placed well in ad"'ance of the 

actual drawaJs by tbe indenting dc!partments and are meant for keeping 
stores in readiness for prompt delivery on receipt of supply orders. This 
also enables the manufacturers, continuity in production. Obviously it 
calls for a continuous and timely inspection by some authorised central 
Jnspection Agency which in such cases is the DGs&D's Impection Wmg. 
This in addition ensures uniformity of inspection standards for supplies 
against DGs&D's rate contracts. . 

2. The consignees have. however. under the DGS&O standard terms 
aDd conditions. been given the right to reject such stores, if on receipt on 
destination, they are not found to be in strict conformity with the contraot 
description. This provision safegua,rds the cousipces' interest against any 
possible substitution of the stores initially passed rYf the Inspecting Offic:en, 
or against loss/deterioration/damage to goods dnriDg transit. Thus, when 
materials arc despatched to the consignees, a further check up of the quan-
tity. Inspector's seal, etc., to ensure that there is ,no s~~tution of in~ 
stores, is DeCeSsary and would not really be a • DuplICation of InspectiOn . 
This also ensures vigilance on the part of Inspection agency. 

3. In view of the above, it is considered that the existing procedure of 
iIlspectioD by the ~S'd),s IIl~n Wing for 'Supply of stores against 
OOS&D's nte contracts may continue. 
[Ministry of Finance (Bureau of Public Enterprises) O.M. No. 9(28)/61'FI 

dated the 29th February, 1968) 
.,-



CHAPTER lV 

RECOMMENDA TlO~S IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITI'EE 

NIL 
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CHA.PTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES OF 
GOVERNMENT ARE STILL AWAITED . 

R~tien (Serial No. 56) 
Some shortages may be inevitable in certain undertakings in the normal 

course of handling of certain stores. In such cases suitable norms should 
be fixed for such handling losses and the actual shortages compared with 
the limits so fixed. Instances are not wanting where the actual losses 
suffered were even more than the norms so fixed. Thus in Hindustan Steel 
LJd., the norms of handling losses of raw materials permitted losses of major 
raw materials upto Rs. RO-l00 lakhs in each plant to be written off auto-
matically. But in actual practice, in Durgapur Steel plant the losses of raw 
materials were even more than these limits, Such abnormal shortages 
should be viewed with concern. Immediate action should be taken to 
analyse the reasons therefor and suitable measures taken to prevent their 
recUlTence. The nonns fixed should also be regularly reviewed with the 
object of kccping the losses as low as possible. (Para 170). 

Reply of Government 
The public undertakings have been advised that in items of stores where 

some shortages may be inevitable in certain undertakings in the normal 
course of handling, suitable norm~ should be fixed for such handling losses 
and that actual shortages compared with the limits so fixed. As regards 
specific case of HSL (Ourgapur Steel Plant) separate communication will 
follow.· Copy of Circular No. 9(2H) 'F1/67 Cir. J\dv.(P)-26, dated 
16-1 ()..6 7 is enclose (Appendix XL). 
[Ministry of Finance (Bureau of Public Enterprises) D.O. No. 9(28)!FJ/67, 

Jated the 19th October, 1967] 

NEW DELHI: 
April 17. 1969. 
__ ,,,,._ .. ' T·"_ 

Cilllilra 27. 1891(S). 

G. S. DHILWN, 
Chairman, 

Committee on Public Undertakings. 

"At the time of fnclll,lI verification the Ministry of Finance « Bureau of Public 
Enlerpn-) h&\'e replied as UDder:-

"Reference was made to the Chairm:m. Hindustan Steel Ltd., Ranchi for their 
comments. Their reply is awaited. On receipt of their comments the pOSition 
will be apprised ~parately. In the circumstances thi~ recomtUmQaQOD Of 111; 
Committee ~hould also be considered as having been accepted by the 
Government.'· 
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APPENDIX I 
!( Vide reply to Recommendation at Serial No. I-page 3) 

No. 9(28)/FI/67 letr.! Adv.(P)-1 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES' 

North Block, New Delhi. 
October 16th. 1967. 

OFFICE MEMORANDUM 

-SUBJECT :-InvelTtories. 
(Conclllsion~/Recommendations S. Nos. 1 & 2 in Appendix III 
of 40th Report of the Committee on Public Undertakings.) 

The Committee on Public Undertakings have o~ed that even grant-
ing that the inventories in any concern vary according to the nature of the 
undertakings and the type of materials required and thus the ave,rage inven-
tory holding in the private sector companies may not be quite comparable 
with those in the public sector undertakings, the holding of inventory to the 
extent of 15 months value of production can by no means be justified. It 
needs hardly any emphasis that the reduction of inventories can help in 
releasing the capital 60 scarce 'in the country and in conserving vaIuabk 
foreign exchange. Any avoidable locking up of capital in inventories depri-
ves some, other essential project or programme of finances. Further, inven-
tories also cost a good deal by way of interest charges, cost of storage and 
handling, deterioration and obsolescence costs. Even on a conservative esti-
mate the cost of carrying inventory is. estimated at a minimum of 15 % per 
annum. To the extent that there are excessive inventories, the cost, of 
production as well as the profitabifity of a concern is affected. The Com-
mittee has further stated that if the inventories of industrial running concern 
could be reduced to 6 months production-which would by no means be 
difficult-it would mean release of capital to sufficient extent which could 
be gainfully employed either in the undertaking or to finance some other 
essential project or programme. 

2. The Ministry of Industry, etc .• are requested to advise the Public 
Undertakings that every effort should be made towards materials manage-
ment and the application of various scientific techniques to control invento-
ries and also draw their attention to the importance of keeping the level of 
inventories as low lIS possible. The 'Public Sector undertaking concerned 
be a~ requested to send a report be~ore 31-3-68 on th~ J>r~ess of.a~on 
'taken 10 respect (If the recommendattons, to the adminlstrattve MWIStry, 
with a copy to the Bureau of public Enterprises. 

Sd./- (P. GOVINDAN NAIR) 
Secretary to the Government of India & 

Director General, Bureau of Public Enterprises. 

All ~finistries/Departments of Government of. India. 
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APPENDIX D 
(Vide reply to Recommendation at Serial Nos. ~ 5 & 6-Pages 4) 

No. 9(28)IFI/67/Cir,/ Adv.(P) ... 2' 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES-

North Block, New Delbi~ 
October 16th, 1967. 

OFFICE MEMORANDUM 
SUBJECT :-Heavy stock of .flores and SIJUre.r in the Puhlic Undertaking9-

(Conclusions/ Recommendations S. No. 4,5' & 6 in Appendix 
III ()/ Fourtieth Report of the Committu Oil Public Under

takings. ) 
It has been suggested by the Committee on Public Undertakings that the-

Public Sector undertakings should review the system prevalent in their COD-
cems about the planning and purchasing of the stores and spares and also 
review the items in stock to ensure that the undertaking.c; are not burdened 
with excessive stock. 

The M.inistry of Industry, etc., are requested to advise the Public under-
takings to ensure that requirements of stores and spares are properly planned 
by them so that the existing stocks and those under orders should be 
invariably taken into account while resorting to fresh purchases and also 
systems of rcgular periodic reviews of all items in stock should be 
inttoduced to locate non-moving surplus stores and to dispose of such stores 
early. The Public Sector undertaking concerned be also requested to send 
a report before 31~3-68 on the progress of action taken in respect of the 
recommendations, to the administrative Ministry, with a copy to the Bureau 
of Public Enterprises, 

To 

Sd/- (P. GOVlNDAN NAIR) 
Secretary to the G<Jvermnent of India & 

Director General, Bureau of Public Ent~rprise3~ 

All Ministries/Departments of Government of IDdia. 



APPENDIX. m 
(Vide Reply to recommendations at Serial Nos. i &. 8~Page 5)1 

No. 9(28)/FI/67-Cir/Adv.(P)-29' 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

North Block, New Delhi. 
September 27th, 1968. 

OFFICE MEMORANDVM 
SUBJECT :-To take necessary steps to guard against the accumulation oj 

finished goods. (Conclu3ion/Recommet1{iation No. 7 in 
Appendix III of 40th Report Oil the Committee on Public 
U ,ulertakings ) . 

The Committee on Public Undertakings have observed that in order to 
guard against the accumulation of finished goods. it is desirable that the 
Public Undertakings, should enter into firm contracts before taking up the 
production of i.tem as are specially manufactured for a particular cuStomer. 
The agreement should also provide for the levy of storage charges etc. on 
the failure of the customers to lift the goods according to the delivery 
schedule. 

The Ministry of Industrial Development & Company Affairs, etc. are 
requested to bring the above observation of the Committee to the notice of 
Public Sector Undertakings for necessary action. The Public Sector Under-
takings concerned be requested to send a report before 31-3-69 on the pro-
gress of action taken in respect of the recommendation to the administrative 
Ministries with ;,l copy to the Bureau of Public Enterprises. 

To 

Sd/- (P. GOVINDAN NAIR) 
Secretary to the Government of India & 

Director General, Bureau Of Pilblic Enterprises •. 

AU Ministries / Departments of Government of India~ 
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"No. 9(2S)/Fl/61-CirIAdv.(P)-30 
GOYERN'MENT OF INbIA 

MINISTRY OF' FINANCE 
'!\,BUTtEAU OF PUBLIC ESTnpRISES 

North Block, New Delhi. 
Dated the September 27th. 1968. 

OFFICE MEMORANDUM 
SuB.a:CT :-Umit fa, stocking 0/ finishet/ and semi-finished goods. (Con

ctunOlJ/Rec'ommendation S. No.8 in Appendix III of 40th 
Report oj tJu Committee on Public Undertakings). 

The Committee on Public Undertakings, have noted th~ some of the 
PubUc:: Undenakings havo· not filled any limi\ for stocking of' finished and· 
semi-finJshed goods and that in order to have a check on their stock.. it b 
ClUCotiai that suitable limits for finished and semi...fini.,hed goods should be 
laid down and the actuals compared periodically with the limits so fixed. 

The Ministry of Industrial Development & Company Aftairs, etc., are 
reqUCllted to ask Public Sector Undertakings to fix suitable limits for stock-
'ing finished and semi-finished goods and compare the actuals with the 
prescribed limits. The Public &.'Ctor Undertakings concerned be requested 
to send a report before 31-3-69 on the progress of action taken in respet 
0( the recommendution to the administrativl! Ministry with a copy to the 
Buret\u of Public Enterprises. 

To 

Sd/- (P. GOYINDAN NAIR) 
SeCretary to the Government 0/ India & 

I>;reclor Gel/eral, 811reau of Puhlic Enterprises 

AU Mini"lric:s/Dcpartmcnts of the Government of India. 



APPENDIX. ·lv 
. (Vide. reply to recommendation at Serial 'No. 9-J)a.gC S) 

No. 9(28) /FI/67 /Cir.l Adv.(P)-3 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRtsEs 

North Block,New Delhi. 
October 16th, 1967. 

OFFICE MEMORANDUM 

:SUBJ"ECT :--Standardization of Nomencltlture ,IT/d preparation of cala~ 
iog14es-Conclusion/Recommendation S. No.9 in Appendix III 
of FOllrtieth Report of the Committee Oil Public Undertakings. 

The Committee on Public Undertakin!!S have observed that all the items 
neld in stock should be properly classified and codified and their nomen-
clature standardized. Each category should be given a distinctive code 
number so as to facilitate a quick and sure identifieatbn. A separate cell. 
if necessary, may be created in the Store Department to undertake this work. 
Necessary catalogues should also be prepared by this cell and made avail-
able to all concerned to acquaint them about the items of stores available 
in stock to enable the Plant t() utilise the existing stocks to the best 
advantage and to avoid unnecessary purchases. 

The Ministry of Industry, etc., arc requested to in,;itc attention of the 
Public Sector undertakings to the above observation and advise them for 
early standardization of nomenclatul'~s and preparation of catalogues if not 
already made. The Public Sector undertakings concerned be also requested 
to send a report before 31-3-68 on the progress of action taken in respect 
of the recommendation to the administrative Ministry, with a copy to the 
Bureau of Public Enterprises 

Sd/- (P. GOVINDAN NAIR) 
Secretary to the Government of India. & 

Director General, Bureau Of Public Enterprises. 

All Ministriesl Departments of Government of India. 
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APPENDIX V 
(Yide reply to recommeadations at Serial Nos. 10 It 11-page 6) 

No.9(28)/FI/67/ClI'JAdv.(P)..4 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BlTREAU OF PUBLIC ENTERPRISES 

North Block. New Delhi. 
October 16th. 1967. 

OFFICE MEMORANDUM 
SUBJECT :-StandardisatiOn of items-cost reduction t/rough reductiDn of 

varieties of stores-Collc1us;ons/ RecommeNlaJions S. No. 10 
& 1 t ill Appendix 111 of the 40th Report of the Committee on 
Public Undertakings. 

The Committee on Public Undertakings have observed that there is 
great scope for cost reduction in Public undertakings through reduction of 
varieties JD stores, standardisation of stores items is therefore, an urgent 
necessity. This will help reducing work load through bulk purchases of 
fewer items, in securing economical prices, in minimising capital investment 
on a variety of stocks and in reducing the material cost This matter should 
be punued vigorously by Public Undertakings in coordination with the 
Indian Standards Institutions or other specialised agencies. The aim af 
staDdardisation should be to have uniform standards for similar items and 
the standards evolved should take cognizance of indigenous availability of 
materials to the maximum extent possible. 

The Ministry of Industry. etc.. are requested to bring the above obser-
vations 10 tbc notic\! of Public Sector undertakings so that standardisation 
of items and reduction of varieties to the extent feasible, is pursued vig0-
rously. The Public Sector undertakings concerned be also requested to 
send a report before 31-3-68 on the progress of action taken in respect of 
tho recommendations. to the administrative Ministry, with a copy to the 
Bureau of Public Enterprises. 

Sd/- (P. GOVINDAN NAIR) 
SecretllTy to the Government oI/ndia cl 

Director General, Bureau of Public Enterprises. 

AD Ministries1lkpartments of Government of India. 
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APPENDIX VI 
(Vide reply to recommendation at Serial No. 12-pag~ 6) 

No. 9 (28)/F1/67 /Cir.l Adv.(P)-S 
GOVERNMENT OF INDIA 

MINISlRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi, 16th October, 1967. 
OFFICE MEMORANDUM 

SUBJECT :-A.B.C. AlUllysis--Conclus;on/Recommendation S. No. 12 in 
Appendix III of Fourtieth Report of the Committee on Public 
Undertakings. 

The Committee on Public Undertakings have desired that A.B.C. analysis 
to minimise the risk of stockout and to reduce investment in inventories, 
~ouW be made urgently by all the public undertakings. 

1be Ministry of Industry, etc., are requested to advise the Public Sector 
undertakings to carry out A.B.C. analysis, if not already made. The 
stocfdng limits, replenishment intervals, quantities for . replenishment and 
frequency of reviews for 'A~ items should be done at the Head of Depart-
ment level with the approval of the top management. The Public Sector 
undertaking concerned be also requested to send a report before 31-3-68 on 
the progress of action taken in respect of the recommendation. to the admi-
nistrative Ministry, with a copy to the Bureau of Public Enterprises. 

To . 

Sd/- (P. GOVlNDAN NAIR) 
Secretary to the Government of India & 

Director General, Bureau Of Public Enterprises. 

All Ministries/Departments of Government of India. 
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APPENDIX 'VII 
(Vitk reply to recommendations at Serial Nos. 13, 14, 15 & 16-page 7) 

No. 9(28)/FI/67 leir.! Adv.(P)-6 
GOVER.NMLNT OF INDIA 

MINJSTR Y OF FINANCE 
BUREAU OF PuOLlC ENTERPRISES 

North Block, New .Delhi. 
October 16th, 1967 

OFFICE MEMORANDUM 

SUBJ EC r :--Orgoniwltioll sel liP of Pllblic U,ulertakings for Stores QIId Pur
chases. (Conclusiollsl Recommendations S. Nos. 13, 14, 15 
and 16 in Appendix 111 of 40th Report of the Committee on 
Public Ulldertakings.) 

The Committee on Public Undertakings while observing different stores 
and purchase organi~ational set-ups in different undertakings such as sepa-
rate stores nnd purchasing departments under two different self-contained 
departments meetin~ at the level of General Manager/Manas,jng Direct()f 
or several stores organisations in one undertaking, some uriaet;:~ Works 
Manager and the other under the Purchasing and Storcs .De ~tc., 
have commented that the modem trend is to have an integrated 'ats 
management department performing the various functions such as. ','. 
and programming for purchases. prQ.Cureme1)t, inspection. storage, 
(If materials inside the works and effective control over the invcntories. etc. 
The Committee have stated tha~ while it is difficult to suggest any ideal 
organisational paucrn which would suit all the public undertakings, they are 
in favour of the undertakings having an integrated organisation for all 
materials man~¢Dlent functions under the overall control of a person who 
should be of sufficiently high status as the Finance or Production Department 
Head. The Committee have therefore desired that the present organisa-
tional set up for materials management in different Public undertakilet 
shoulJ be reviewed to examine as to what extent these require modificatJlllr 
to suit the requirements of each undertaking to ensure· effective control. 

The Ministry of Industry. etc., are requested to advise the Public under-
takings to note the Committee's observations for their guidance and review 
the r.rcsent org-anisational set up for materials management and su!tabIy 
modify, where necessary. to suit the requirements of each undertaking. The 
Public Sector undertaking be also requested to send a report before 31-3-68 
(In the prog~'\ ... " of action taken in respect of the recommendations, to the 
administrative Ministry. with a copy to the Bureau of Pub1ic Enterprises. 

To 

Sd/- (P. GOVINDAN NAIR) 
Seat-tary to the Government of India & 

Director Gen('(ai. Bureau Of fllblic ElIterfJri~s. 

AH Ministries; Departments of Government of India.' 
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APPENDIX vm 
(Vide r~~'ly to recommendation at Serial No. 17 -Page 8) 

No. 9(28)iFI/67/Cir/ Adv.(P)-39 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Block, New DeIhl. 
March 26th, 1969. 

OFFICE MEMORANDUM 

SUBJECT :-Cemral Purchase OrganisQtion. (Conclusion/Recommendation 
S. No. 17 in Appendix III of 40th Report of the Committee on 
Puhiic Ulldertakings). 

The Committee on Public Undertakings have observed that the location 
of various units of an undertaking at different places in the country creates 
special problems of planning, programming and provisioning of materials 
and that it is essential that a general pattern of organisation applicable tQ'. 
the various multi-unit organisations should be evolved. The Committee 
also felt that if the purchases are decentralised wholly or subStantially, there 
are dangers of high overall purchasing costs, coupled with dangers or 1:1I1heal-
thy buying competition among the units of the same undertakin~. They are of 
the view that there should be central control and/or coordinatIon among all 
the units of an undertaking with regard to (1) items of common use and (ii) 
items which arc imported. In all these cases even if it is not considered feasi-
ble to have complete centralisation of aU purchases, there should be substan.-
tialdegree of central control in the matter of fixing suppliers, the prices, the 
methods of purchases etc. Once these are fixed. each unit could negotiate 
with the suppliers about the quantities to be- purchased, delivery time etc. 
according to 1he individual requirements. 

2. The Ministry of Industrial Development & Company Affairs etc. are 
requested to bring the above observations to the notice: of the Public Under-
tak.ing~ for their guidance with a view to examine the introduction of 
Central Control/Coordination in their units wherever feasible, and send a 
report before 30-6-69 on the progress of action takeQ in respect of the 
recommendation. to the administrative ~istry, with a copy to the Bureau 
of Public Enterprises. 

To 

Sd/- (P. GOVlNDAN NAIR) 
Secretary to the Government of India & 

Director General, Bureau of Public Enterprises. 

An ~inistries/Departmcnts of Government of India. 



APPENDIX IX 
I( Viae irepl.Y :to .recommendation at Serial No. IS-page 8) 

No. 9(28)/Fl/67/-Cir. Adv. (P)-7 
GovERXMENT OF ISDIA 

MlNISlRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi~ 16th October, 1967. 
OFFICE MEMORANDUM 

SUBJECT :-Organisation Set-up for Inspect;on-Conclusioll/ RecommerrdD
lion S. No. 18 in Appendix. /11 of 40th Report! of the Com
mittee an Public Undertakings. 

The Committee of Public Undertakings have felt that the organisation 
set-up for the inspection of "bought out items" in the Public undertakings 
requires to be reviewed with the object of evolving a uniformpattem best 
suited to their requirements. The inspection may be carried out by a . 
separate wing which should be under over-all control of the Material6 
Management Department. The responsibility of providing ~at~rials in 
right quantity~ quality. in time. is that of the Materials Management Depart-

. mcnt and to achieve this objective it is necessary that the inspection wing 
should be under his integrated organisation. The inlipection \\iog coaW 
tab the assistance of technical personnel in the users production depart-
ment for inspection, whert1 ever necessary before materials are accepted. 

The Ministry of Industry, etc., may kindly adyi~ the Public Sector 
UDdertaldngs that as far as possible. they should have separate inspection 
wiDg for "bought out items" under the overall control of Materials Manage-
meat/Stores Department and they may take the assistance of Technical per 
..... wherever D~ before the material is accepted. The Public 
Sector UDdertakinp concerned. be also requested to send a report before 
31-3-68 ani the progress of action taken in respect of the recommendation. 
to the adnUnismrtive Ministry, with a copy to the Bureau of Public Enter-
prises. 

to 

&1/- (P. GOVINDA~ NAIR) 
. Secretary to the Government of IndUz &: 

Dir,clor General, Bureau Cl/ Public Elllerpri8es. 

All MiDisaieslJ)epartments of Oovemmeat of India. 



APPENDIX X 
(Vide reply to recommendation at Serial No. 19-Page 9) 

No. F. 98-A/Adv. (P}/67 
GoVERNMENT OF IND1I\ 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Block, New Delhi, 
September 16th, 1967. 

OFFICE MEMORANDUM 
SUBJ Eel' ;-Training in Management, Administration and Planning ill 

Public Sector Ulklertak;ngs. 
I am directed to say that question of imparting intensive- training in the 

Management Control and Planning of Enterprises in the Public Sector has 
been under consideration of the Government for some time. Chapter 10 
of the draft outline of the Fourth Plan has drawn attention to some of these 
training programmes and this subject matter was di~ussed at a meeting 
held in the Planning Commission on 9 February 1967, where it was decided 
that the Bureau of Public Enterprises should work out details of training 
requirements and programmes under Management Control and Planning of 
Enterprises. The Bureau of Public Enterprises has now proposed to divide 
the areas of training in the following categories of three different level .. of 
management, namely, Top. Senior and Junior :-

(a) Marketing. 
(b) Material and Inventory Management. 
(c) Construction Management. 

(Network Techniques). 
(d) Production Planning and Control. 
( e) Financial Accounting and Management. 
(f) Personnel Management. and Organisation matters . 

. It is also the intention that for each category of personnel there should be 
intensive and continuous programmes for in-service training and arrange. 
ments for the necessary follow-up. Accordingly, a circular retter was issued 
by the Bureau to the following institutions-

1. Principal, Administrative Staff College, Hyderabad. 
2. Director, Indian Institute of Management. Calcutta. 
3. Director, Indian Institute of Management, Ahmedabad. 
4. Director, Indian Institute of Public Administration,liIew Delhi. 
5. Director General, Central Labour Institute. Bombay. 
6. Director, National Institute of Training and Indqstrial Engineer-

ing. Bombay. 
7. Director, Institute 0{ Public Enterprise, Hyderabad. 
8. ~ational Productivity Council, New Delhi. 

2. AccordIngly, a meetIng washeJd on 12 September 1967, in the 
FiDance Ministry at which the representatives of the various Ministries in 
charge of the Public Sector units in the engi.tleeriu£ seotor and also some 
representatives of the Public sector undertakings we:e 'present. 
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3. At thi'! meeting the following conclusions were reached :-

1. In view of the need for improving the operational efficiency of the 
Public sector units, and also considering the benefits that wou1d arise 
from participation in training programmes, there should be increasing 
participation on the part of Public Sector units in thc training programmes 
now affordcd by the various institutes in. the country. 

2. Thc Bureau of Public Entcrpri"es should coordinate arrange-
ments for training programmes for the Public Sector nominees in the 
.. uitable areas in the following institutes in the first instance t6 participate 
in their existing courses which arc scheduled to take place during 
1967-68. 

(i) Administrative Staff College, Hyderabad. 

(ii) Indian Institute of Management, Calcutta. 

(iii) Indian Institute of Managem~ Ahmedabad. 

(iv) Indian Institute of Public Administration, New Delhi. 

(v) Central Labour Institute. Bombay. 

(vi) National Institute of Training and Industrial Engineering, 
Bombay. 

(vii) Institute of Public Enterprise, Hyderabad. 

(viii) N~ltional Productivity Council, New Delhi. 
For this purpose, a copy of the Programme which has been planned by 
these institutes is enclosed. The Public Sedor units are requested to consi-
der the suitability of these courses to meet their needs and send in the in-
formation about the number of seato; they would require to be reserved for 
their units. 

3. The Public Sector units are also requested to consider other courses 
in the field of management which they may need specially for their exclu-
sive benefit, and intimate the details of such courses to the Bureau for 
organising them in some of the training institutes. In addition to the num-
ber of persons' required to be trained in the courses per year tor the next 
three years, tbe level of management at which the training is desired should 
also be indicated stating clearly if the training is required for the<;e difterent 
level" of management. 

4. The cost of training would be borne by the Public Sector l:nits them-
selvcs. 

4. 1 am directed to add that \~ l~ilIl Imtitutc of M~~mMt, 
Calcutta, is organisjpg a four-week course on Materials Management from 
3() October 1967 to 25 November 1967, for Senior Executives. 
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5. The Institute has intimated that a minimum of twenty seats can be 
reserved for the nominees of the Public Sector units so that on an average 
two nominees can be deputed from each undertaking. 

6. In view of the short time at our disposal the Public Sector under-
takings are requested to intimate to the Bureau immediately the number and 
names of such nomin~s who could be deputed to participate in the pro-
posed course. 

Copy for information to :-

Sd-/ S. S. JAGOTA, 
Adviser (Production). 

Ministries/Departments of the Government of India. 
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APPENDIX XI 

(Vide reply to recommendation at Serial No. 20-Page 9) 
No. 9(28)/FI/67- Cir. Adv.(P)-8 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPIUSES 

North Block, New Delhi, 
October 16th, 1967. 

OFFICE MEMORANDUM 

SUBJECT:·-Piallning and Programming jor Materials. (Conclusion/Recom
mendcuion, S. No. 20 in Appendix III of 40th Report of the 
Committee on Public Undertakings.) 

The Committee on Public Undertakings have observed that a large per-
centage of orders for small value in some of the Public Undertakings indi-
cates that there was not proper planning and programming fOr materials. 
The system of planning should be such that norm any no occasion should 
arise for emergency purchases except in unforeseen circumstances. A 
periodical report about such purchases should be sent to the Head of the 
Undertaking. 

The Mini~tr~ vf Industry, etc., are requested to advise the Public Under-
takings to han! proper planning and programming of requirements aod 
~hould avoid rush purchases as far as possible, except in cases of emer-
gencies and that a consolidated report at the end of each month should be 
furnished to the Head of undertakings about all such emergency purchases. 
The Public Sector undertaking concerned be also requested to send a report 
before 31st March, 1968 on the progress of action taken in respect of the 
recommendation. to the administrative Ministry, with a copy to the Bureau 
of Public Enterprises. ' 

To 

Sd./- P. GOVINDAN NAIR, 
SecreUJry to Government of India &: 

Director General, Bureau of Public Enterprises. 

All Ministries/Departments of Government of India. 
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APPENDIX XU 

(Jlid~ reply to recommendation at Serial No. 21-Page 10) 
No. 9(28)jFl/67 Adv. (P)-9 

GoVERNMENT OF INDIA 

MINISTRY OF FL.'iANCE 
BUREAU OF PUBLIC ENTERPIUSES 

North Block, New DeY,; 
October 16th, 1957. 

OFFICE MEMORANDUM 
SUB., f:t:r: -Litl;sofl between the ProduCiion Department wui .Ilre Materials 

Management Dtpartment. (Conculsion/ Recominmdatlon, S. 
No. 21 in Appendix 111 of the 40th Repott of the Committee on 
"ublit' UndertDld"gl.) 

The Committee on Public UndertaJdogs has pointed out that for proper 
materials planning. it is vitally jmportant that there should be close liaison 
between the Production Department and the Materials Management Depart-
ment. For pr;ncipal materials, the Materials Management Department 
shook'. be given reasonably accurate forecast of both immediate and forward 
requ:rcmcnts and that the Materials Management Department may determine 
further oruers 10 be placed and the delivery schedule for the materials in 
relation to slClCks in hand and other relevant factors. 

'The Ministr)l of Industry. ctc., are requested to advise the public s.:ctor 
undcrtll1dngs to ensure close liaison between the Production and Materials 
Mana8c:mcnt Department. The Materials Management Department 5hould 
be kevt informed of any changes in requirements as a result of changes in 
sakS/pfllductioo schedules which may be necessitated from time to tim.::. 
Similarly, the Materials Management Department should keep Prouuction/ 
Sales Department advised of any difficulty arising in tbe flow of the ,mate-
rials. The Public Sector Undertaking concerned be also requested to send 
a report before 31 st March, 1968 on the progress of action taken in respect 
0( the recommendation, to the administrative Ministry, with a copy to the 
Burtau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR, 
Secretary to -Governmenl of India &: 

Director General,' Burtau Of Public Enterprise.f. 

All Ministries/Departments of Government of India. 



APPENDIX XIII 

(Vide reply to recommendations at Serial Nos. 22, 23 & 24-Page 10) 
No. 9(28)/FJ/67-Cir/Ad.(P)-10 

GOVERNMENT OF INOlA 

MINIS'mY OF FINANCE 
BUll:EA.U OF PuBLIC ENTERPRISES 

North Block, New Delhi 
October 16th, 19S7. 

OFFICE MEMORANDUM 
SVBJECT:-Automat;c replenishment--Provisiort for proper inventory lewis 

and convertion of non-S(ock items to stoc:k items. 
(Conclusion/Recommendotions S. No. 22, 23 & 24 in Appen
dix III 0/40th Report of the COl1ulIittee on Public Vndertakings.) 

The Committee on Public Undertakings have observed that there should 
be a system of automatic replenishment based on minimum, maximum and 
reorder level in regard to stock items of regular use. In the absence of 
such a system supplies are arranged on the basis of indents from consuming 
Departmen~ which leads to excessive stock. 

2. The Committee further noticed that in certain public undertakings 
no provision exists for proper inventory levels sO essential for inventory 
control. It is necessary not only to fix these limits but also to review them 
periodically because the assumption on which these arc based, e.g., procure-
ment time and the rate of consumption arc subject to frequent changes. 

3. Purchases of items categorised as nnn-stock, but which are procured 
ffc.quentIy, causes delays in purchas;!s and results in rush buying besides 
adding to the buying cost. There should, therefore, be a periodic review 
say, once in 6 mon~hs of all non-stock purchases and such of the non-
stock items as are of a repetitive nature, ,should be converted into stock 
items. 

4. The Ministry of Industry, etc., are requested to advise the Public 
Scctqr Undertakings to gradually CJ1large the scope of automatic replenish-
ment' With thc' background of satisfactory service performance of the items 
.andthe experience gained and to follow the Committee's observati<mS regard-
ing fixation of limits and periodic reviews of such limits and of all purchases 
.of non-stock jtems. The Public Sector undertaking concerned be also 
requested to 'send a report before 31st March, 1968 on the progress of 
action taken in respect of the recommendations, to the administrative Minis-
try, with a copy to the Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR, 
8,~r't"ry tv GOyerWTJCm af In",,, , 

Director General, Bureau of Public Enterprises. 

AU Ministries/Departments of Government of Jndia. 
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APPENDIX XIV 

(Vide reply to recommendation ~t Serial No. 25-Page 11) 
No. 9(28) /FI/67-Cir./ Adv.{P)-31 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE. 
BUREAU OF PUBI.IC ENTERPRISES 

North Block£ New DeUri 
September 27, 1968. 

OFFICE MEMORANDUM 
SUtlJ fer ~-Bllyi".fl cost per order and the inventory CtlITying cost and EOQ 

(COIlclusionjRecommendation No. 25 in Appendix III 0/ the 
40th Report oj the Commiltec on Public Undertakings). 

The Committee on Public Undertakings have noticed that there was 
hardly any undertaking which worked out the buying cost per order Or the 
invcnt()fy carrying cost on a systematic basis, with the result that economic 
(lrder quantities for the variolls items to be stocked have not been fixed on 
the ~sis of thc~ costs. The Committee feel that the preseDt practice of 
detcrminin!! order quantities on the basis of consumption and lead time 
only ~houJd bl! r~\Iicwed Ilnd buying and carrying costs of inventories shou1d 
alsu be takell iilto consideration, Besides the economic order quantities so 
fixed should ~ r.:vicwcd periodically in the light of any changes in the buying 
cns~ or inventory carrying cost. 

The Mini.;trv of Industrial Development & Company Affairs, etc., are 
requested to bring the above observation of the Committee to the notice 
of the Public S~'ctor Undertakings for their guidance. The Public Under-
t:lkings concerned be also requClIted to send a report before 31st March, 1969 
on tho proFcss of action taken in respect of the recommendation. to the 
adntinio;~tlve Ministry with a copy to the Bureau of Public Enterprises. 

Sd./- P. GOVINDAN NAIR. 
Secretory to Government 0/ India &: 

Dire('tor Geru>rnl. Bureau oj Public Enterprises. 

1.'0 
All Miuhtries/Departmcnts of the Government of India. 



APPENDIX XV 

(Vide reply to recommendatiOn at Serial No. 26-Page 11) 
No. 9(28)/FI/67-Cir. Adv.(P)/l1 

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Block .. New Delhi 
October. 16th, 1967. 

OFFICE MEMORANDUM 
SUBJf.CT:-LiH.\' 0/ approved suppliers. 

(Conclusion/Recommendation S. No. 26 in Appendix III of 
40th Report of the Committee on Public Vndertakings.) 

The Committee on Public Undertakings have noticed that for purchases 
through limited tenders lists of approved suppliers are a sine q,uo non. In 
many public undertakings there is no system of registering suppIiers/c(.n. 
tractors for all the items of stores and maintaining an up-to-date list of 
~uppliers. 

2. The Ministry of Industry, etc., are requested to advise the Public 
Sector Undertakings to maintain such up-to-date list for every store item. 
The Public S~ctor undertaking concerned be also requested to send a report 
before 31st March, 1968 on the progress of actio,n taken in respect of the 
re.commendation. to t4e administrative Ministry, with !l copy to the Bureau 
of Public Enterprises. 

To 

Sd./-P. GOVINDAN NAIR, 
Secretary to Government of [lldia & 

Director General, Bureau 0/ Public Enterprises. 

All l\lin;~tries/Departments of Government of India. 
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APPENDIX XVI 
(Vide reply to recommendation at Serial No. 29-Page 11) 

No. 9(28)/FI/67-Cir./ Adv.(P)-13 
GoVERNM ENT OF INDIA 

MINISTRY OF FJNANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Rlock, New Delhi 
October 16th. 1967. 

OFFICE MEMORANDUM 
SU8J ECT .-Ewl/ distribution 0/ work-load. 

(Cmrcl149ion/Recommendation S. No. 29 in AppendiX III oj 
40111 Report 0/ ,he Commiltee OIt Public UntleT!akings.) 

The CunlllliUee on PubJic Undertakings have observcdthat for the 
IJmooth wor~ing of the P"rchase lA>partment it is necessary that the work 
loud is '~\fCnly di'tuibuted throughout the year jnstead of purchases being 
ruslwd during the closing month of the year. 

2. The Ministry of Industry, etc., arc requcstcd to bring the 300\'C 
obs,-rvation 10 the notice of Public Undertakings. The Public Sector under-
taking conccrned be aJso requested to send a report before 315t March, 1968 
on the progr\.~"s of action taken in respect of the recommendation, to the 
ndministrutj"c \-lin;o;try, wilh a copy to the Bureau of Public Enterpris~s. 

To 

Sd./- P. GOVINDAN NAIR, 
Secretor\, to Government 0/ India & 

Director General. B;m.'oll of Public Entl'rprises. 

All Minisllics/Departmcnh of Government of India. 



APPENDIX XVII 
(Viele reply to recommendation at Serial No. 30-Page 12) 

No. 9(28)/FI/67-Cir./ Adv.(P)-32 
MU,ISTRY OF FINANCE 

GOVERNMENT OF INOlA 
BUREAU OF PUBLIC ENTERPRISES 

NOrth Block, New Delhi, 
September 27, 1965. 

OFFICE MEMORANDUM 
SUBJI:CT :-Lead time in PlIrchases. (Conclusion/Recommendation S. No. 3t) 

in Appendix 111 of 40th Report of the Committee on PuNic 
U ndertakillgs. . 

The Committee on Public Undertakings have suggested the following 
measures to reduce the lead time in placing purchase orders:-

(i) At present many of the public undenalings have not fixed 
any time limit for each stage of purchase e.g., for receipt of 
indent and issue of enquiry, receipt and consideration of quota-
tions, issue of purchase order, etc. Fixation of such a time. 
limit will act as a check on the petformance of the Purchase. 
Department. The time taken to release the purchase orders; 
ouring a particular period and the pending indents should also 
be reviewed periodically with a view to examine the reasons 
for the delay in placing orders and to take remedial measures. 

(ii) In seme of the undertakings there is no proper delegation of 
pGWe:fS for purchases and thetimits up to which various offi-' 
ccr~ could place the purchase orders had nof been laid down .. 
It is necessary to lay down such limits to reduce the adminis-· 
tr::.ti\'c Jcad time. 

(iij) SOme of the public undertakings have appointed Stores Pur-
ch"se Committees for scrutinising purchase proposals above a 
eertain prescribed monetary limit. The common practice is to 
have representatives of concerned departments, such as Finance, 
production and Purchase Departments in . such Committees. 
Appointment of. such Committee obviates avoidable delay in 
illtc.r-dcpartmcntal notings and correspondence, gives the oppor-
tunity to the concerned departments to exchange views and 
hdps in taking quick decisions. This system could be adopted 
l'y the undertakings who do not have such Committees. 

The :'iini~try of Industrial Development & Company Affairs, ctc. are 
requested to bring the Committee's suggestions to the notice of the Public 
Sector (;ndcrtakifigs. The Public Sector Undertakings concerned be 
requested to. send a repOrt before 31st ~arch, 1969 ~n,. the .progr~s~ of 
~ctiontaken In respect of the recommendatIon to the admlJ'Ustrative Mmlstry 
with a copy to the Bureau of Public Enterprises. , 

Sd.!· F. GOVINDAN NAIR, 
Secretary to GoVernment of India & 

Director General, Bur-&au of Public Enterprises. 
To 

All Ministries/Dcpartments of the Government of India. 
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APPENDIX XVIU 
( Vide reply to recommendations at Serial Nos. 31, 32 & 33--Page 13) 

No. 9(28)/Fl/67-Cir./Adv.(P)-36 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU 01; PUBI.IC ENTERPRISES 

North Block, New Delhi, 
January, 3ht 1969. 

OFFICE MEMORANDUM 

SU.IU£CT :-l'urchases-Rejerenc(!j to Finance. (Conc/us;ons/Recomlllenda-
twru Nos. 31, 32 cl 33 in Appendix III oj the 40th Report oj 
the Committee on Public Undertaking.I',' 

The ConuWttec on Public Undertakings have Cdt that larJe num~r of 
referrnces lu Fill .. nce tend to delay in placing purchase orders, Rl!duetioll of 
the number 01 such references without impauing financial conlrol will 
directly result in rcduction of work in both the purchase and finance branches, 
aimplilication llf the procurement procedure, sbortening of the adminjstra-
tion I~IIU tim..: and diminution in the number of stock outs and emergeD"Y 
purcbases, und that for a proper budgetary control, the purchase Depart-
ment should be empowered to place purchase orders within the sanctionee 
b~tdgel accordiJl8 to the limits and conditions laid down. Thc pr~l>\:nt 
practice of obtaining financial concurrence for each and every order and Dot 
withstanding the acceptance of the lowest tender is unnecessary and time 
consuming. TIi~ Committce at the same time do not under estimate the 
nc..-d for proper financial control over the Purchase Department and have 
brought (lut. that it may be necessary to fix certain financial limits over 
which it may be desirable to refer the case to Finance before placing the 
purchasc order in addition to some other cases such as where high prices 
arc quoted by the tcndercrs or the lowest ofter is higher than the la~t pur-
chase price by a certain limit ctc. In order, however, to ensure that correct 
and pr.:lptr procedures arc followed by Purchase Department ther~ can 
be a larger percentage of post-audit which could act as a check on the 
purchase IA~parlmcnt without impuiring its efficiency in placing purchase 
orders. 

The Minhtry of IncJustrial Dcvdopmcnt & Company Mairs, cie. nre 
1'~lm:stcu to udvbe the Public Sector Undertakings for their gujdance that :-

(i) It is not necessary to refer each purchase order before finaliza-
tion to the Finance regardless of value and that it is nec~s:rry 
that there should be financial limits over which only it may 
he desirable to refer the case to Finance. 

t::~ The Flnanc~ be irtvariably con~uJteJ fOr finaliZing Purchase 
orders where :-
(a) Ring prices arc quoted by the tcndercrs. 
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(b) The lowest offer is higher than the last Purchase Pri(';c by 
5%; and 

( c) The difference between the accepted tender and the lowest 
technically acceptable tender is more than 5% subject to 
an over-all limit. 

The Undertakings may review and suitably modify, where neccs.)llry, 
their procedure in the light of the above comments so as to avoid UI1IIC\.:eS-
sary consultatiGns, references and cross-references' to Finance. 

To 

Sd./- P. GOVlNDAN NAIR, 
Secretary 10 the Government of India & 

Director General, Bu,.eau of Public Enterprises. 

AU Ministries/Departments of the Government of India. 



APPENDIX XIX 
(vide "reply to recommendation at Serial No. 34-Page 14) 

No. 9 (28)/FI/67-Cir./ Adv.(P)-15 
GOVERNMENT OP INDIA 

MINJSTRY OF FINANCE 
BuRE'\U OF PUBLIC ENTERPRISES 

NOrth Block, New Delhi 
October 16t", 1967. 

OFFICE MEMORANDUM 

SUBJECT :-Suilable form lor obtaining Finance approval for .Purchose pro
posals. (C(",elusion/ RecommentlCllio/1 S. No. 34~n Appendix 
11/ 01 lite 40,,, Report oj tile Committee on Public Undertak
ings.) 

The Commiuee on Public Undertakings have suggested that to .. void 
dcla)"S in raking approval of Finance, proper form should. be .. devised con-
taining details of information generally required by Finance so that purchase 
~a19 scnt to Fmancc are complete in all rcspe<:ts and time is Dot lost 
1ft avoidable cross-references between the purchase and Fmancc Departments. 

2. The Mini!;try of lndustry etc. are requested to ask the Public Uuder-
takings to uevise suitable form. The Public Sector undertaking concerned 
be also requested to send a report before 31 st March, 1968 on the progress 
of acti;):1 taken in respect of the recommendation, to the administrative 
Ministry. wilh u copy to the Bureau of Public Enterprises. 

To 

Sd./- P. OOVINDAN NAIR, 
Sreretary to lhe Government of India ct 

Dirtdor General, Bureau of Public Enterprises. "i0 

All Minbitrics/Dcp~lrtments of the Government of India. 



APPENDIX XX 
(Vide reply to recommendation at Serial No. 36-Page 14) 

No. 9 (28)-FI/67-Cir. Adv.{P)-33 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi, dilled the 27th Sept., 1968 

OFFICE MEMORANDUM 
'SUBJECT :-Value Analysis (Conclusion/Recommendation S. No. 36 in 

Appendix 111 of the 40th Report of the Committee on Public 
Undertakings). 

The Committee on Public Undatakings have pointed out that value 
analysis has already become popular in many countries and . the results 
achieved have been quite encouraging. But in India it has not found wide 
application and there are not many Public Undertakings doing value analysis 
in a systematic manner. The Committee have, therefore, emphasized that 
value an:t1ysis offers a large scope for cost reduction and all the Public 
Undertakings should undertake in a systematic manner. Such analysis may 
.be conducted by a team comprising personnel from Materials Management, 
Designing, Engineering, Production, Research and Development Depart-
ments. 

2. The Ministry of Industrial Development and Company Affairs, etc., 
arc requested to advise the Public Sector Undertakings the importance of 
value analysis as an important tool of Materials Management and to under-
take it in a systematic manner· to the extent feasible. The Public Sector 
Undertakings concerned be requested to send a report before 31st March, 
1969 on the progress of action taken in respect of the recommendation to 
the administrative Ministry with a copy to the Bureau of Public Enterprises. 

70 

8<1./- P. OOVINDAN NAIR 
Secretary to the Government qf [lfdia & 

Director General. Bureau of Public Enterprises. 

All Ministries/Departments of Government of India. 
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Al'PENDIX XXI 
(Vide reply to recommendations at Serial Nos. 37 & 38-Page 15) 

No. 9(28)/FI/67/Cir./Adv.(P)-16 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBI.IC ENTERPRISES 

New Delhi, tlw 16th October 1967. 
OFFICE MEMORANDUM 

SlJHJliCT :-Import /\·Ubllillllion--indigellou..\· t!evelopmenl. (Conclusions/ 
Re<'Ommendtlt;ons S. Nos. 37 & 38 in Appendix 111 of the 40th 
Report of the Committee on Public UndertakiPJgs). 

The Committee on Public Undertakings have observed that systematic 
efforts should be made to develop indigenous substitutes and to achieve 
!ielf-sufflcicncy in the matter of raw materials, spares and . components. 
There sh\luld be a separate cell for research and development in the field 
of import substitutions in Undertakings depending substantially on imported 
products. To achieve results in the field, full use should also be made 
of the various Research institutes in the country. Cooperation of pdvatc 
manufacturers could also be very valuable and they should be enccuraged 
to take up the manufacture of these items by making avaiJable to them 
the dct:lIh:,d catalogues of imported items and by holding exhibitions etc. 
nlerc sht'uld be frequent cxchange of ideas and information among the 
Public Undertakings concerned about the efforts made for import 
!lubstitutions. 

2. 'nle Ministry of Industry, de. are requested to bring the above 
observations of the Committee to the notice of Public Sector Undertakings 
for thc.ir guidance. The Public Sector undertaking concerned be· also 
requested to send a report before 31st Marc'll, 1968 on the progress of 
ac:tion taken in respect of the recommendations. to be administrative Minis-
try. with a copy to the Bureau of Public Enterprises. 

To 

Sd/ - P. GOVlNDAN NAIR 
Secreuzry to the Governmnrt oj India & 

Dir«tor General. Bureall oj Public Ente.rprise;). 

All Ministries/Departments of the Government 0( India. 
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APPENDIX XXD 
(Vide reply to recommendation at Serial No. 39-Page 16) 

No; 9(28) /FI/67/Cir./ Adv. (P)-38 
GoVERNMENT OF INDIA 

ML'\fISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Block, New Delhi. 
March, 26th, 1%9. 

OFFICE MEMORANDUM 
SllfUEcr: -Price preference for indigenous products over imported ones. 

(Conclllsion/Recommendation S. No. 39 in Appelldix III of 
40th Report of the Committee 011 Public Undertakings.) 

The Committee on Public Undertakings have observed that they agree 
with the policy of giving price preference for indigenous products and desire 
that a uniform policy should be followed by all the Public l)ndertakings 
and that Government should lay down a limit upto which the Public Under-
takings !>hould be empowered to give priee preference for indigenous 
products. 

As the quantum of price preference for purchase of indigenous goods 
over imported ones, will vary from item to item, depending upon th(l scale 
of industries, stage of development and the region of mannfacture. II is 
not feasible to lay down a uniform policy regarding the extent to· which 
price preference for indigenous goods ovcr imported ones should be allowed 
by the Pubiic Sector Undertakings. 

The Ministry of Industrial Development & Company Affairs etc .• are 
however requested to advise the Public Sector Undertakings to adopt the 
following guide-lines in dealing with the cases of price preference :-

(i) Cases in which price preference to be given for indigenous pro-
ducts over imported one!\ is up to 15 % may be decided by the 
individual purchase officer, within whose .powers the purchase 
lies, in association with the Finance. 

(ii) Cases in which price preference to be given exceeds 15% but 
docs not exceed 25 % may be decided by the Head of the 
Department concerned, in association with the Finance, within 
his powers of purchase. 

(iii) Cases where price preference to be given exceeds 25% should 
have personal approval of the Head of the Undertaking in 
association with the Fmance and a quarterly statement of such 
cases may be put up to the Board or Directors for their 
information. . 

and send a report before 30th June 1969 on the prowess of action taken 
in respect of the recommendation to the administrattve M"mistries with a 
copy to the Bureau of Public Enterprises. 

To 

Sd./. P. GOVINDAN NAIR 
S~{Ytlary to tk lJa..·ernment of Indi4 Ii 

Director Ge~ral. BlP'eau qf Public Enterprises. 
, 

All Ministries/Departments of Government O( India. 
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APPENDIX xxm 
(Vide reply to recommendation at Serial No. 4~Page 16) 

No.9(28)jFI/67/Cir/Adv.(P)-17. 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BURf.AU OF PuBLIC ENTERPRISES 

New Delhi, the 16th October 1967 

OFFICE MEMORANDUM 
SUBJECT :-Procedure for follow up of pwcluJse orders. (Conclusion/ 

Recommendation S. No. 40 in Appendix III of 40th Report of 
the Committee on Public U"!lertakings). 

The Committee on Public Undertakings have observed that many of :he 
Public Undertakings have not laid down proper procedure for follow up of 
purcbuc orders. 

2. The Ministry of Industry. etc., are requested to advise the Public 
Sector Undertakings to Jay down proper procedure to fonow up purchase 
orden. Tho Publk Sector undertakings concerned be also requested to send 
a report before 31-3-68 on the progress of action taken in respect of the 
l'eCOmmeadations, to the administrative Ministry, with a copy to the Bureau 
of PublJc Enterprises. 

To 

SdI- P. GOVINDAN NAIR 
Secretary to the Government of Indkl and 

Director Gen""l, Bureau of Public Enterprises. 

All Ministries/DepartmeDts of the Government of India. 
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APPENDIX XXIV 
(Vide reply to recommendation at Serial No. 40-Page 16) 

No. 9(28)/FI/67 /Cir! Adv.{P)-18. 
GoVERNl\IE~T OF L'I!DIA 

MINISTRY OF FINAi'lCE 
BUREAU OF PUBLIC ENTERPIlISES 

New Delhi, the 16th October 1967 
OFFICE MEMORANDUM 

SUBJECT :-Ct.ause jor Liquidated Damages for Delay in Delivery. (Conclu
sion/ Recommendation S. No. 41 in Appendix III of 40th Report 
of the Committee on Public Undertakings). 

The Committee on Public Undertakings feel that according to normal 
commercial practice in the purchase proposals and agreements, a clause for 
liquidated damages should be provided so as to ensure that the contractors. 
supply the materials within stipulated delivery period. This provision 
should be enforced unless for good and valid reasons suppliers obtain con-
sent to postponement of delivery dates. 

2. The Ministry of Industry, etc., are requested to advise the Public 
Sector Undertakings to ensure inclusion of a suitable Liquidated Damages 
clause in purchase contracts and in case af delays to take appropriate 
action on the merits of each case in terms of the conditions of the contra~t. 
The Public Sector Undertakings concerned be also requested to send a 
report before 31-3-68 on the progress of action taken in respect of the 
recommendations, to the administrative Ministry, with a copy to the Bureau 
of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of India ant! 

Director General~ Bureau of Public Enterprises. 

All Ministries/Departments of the Government of India. 
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APPENDIX XXV 
( Vide reply to recommendation at Serial No. 42-Page 17) 

No. 9(28)/A/67-Cir./ Adv.(P)-19 . 
. (ioVEIlNMEN'r OF INDIA 

MlNIS"fRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi, the 16tl, October 1967 
OFFICE MEMORANDUM 

SUBJECT :-Relat;ve cOst of transport by rail and road. (Conclusion/ 
R!COmmendalion S. No. 42 in Appendix 111 of 4O'h Report of 
rM Committee on Public Undertakings). 

Tbe Committee on Public Undertaldng.'1 have suggested that in recent 
yeara fIcllities for transportation of goods by road have increased, but no 
lOystematic effort seems to have been made by any undertaking to determine 
the relative costs of transport by rail or road. The relative oost of trans-
port by raU and road for its various products keeping in view the time 
factor, packing costs, safety in transit etc. should, therefore, be worked out. 

2. The Ministry of Industry, etc., are requested to bring the Committee's 
-suggestion to the notice of Public Sector Undertakings. The Public Sector 
Unc1e.naking. .. concerned be also requested to send a report before 31-3-68 
on the ~ess of action taken in respect of the rerommendation, to the 
administratIVe Ministry, with a copy to the Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Sceretary to the Governmen.! of India and 

Director General, Bureau of Pub tic Enterprises. 

All Ministries/Departments of the Government of India. 
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APPENDIX ;o.-VI 
~ Vide Reply to recommendations at Serial Nos. 44 & 45-Pagc 18) 

No. 9(28)/F1/67-Cir/ Adv.(P)-20. 
GOVERNME:-OT OF J:'>iDlA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi, the 16th October 1967 
OFFICE MEMORANDUM 

·SUR.J ECT :-Jnspeclion procedure in Public Undertakings. (Condusionsj 
RecommenJ/lliuns S. No. 44 & 45 ;1/ Appendix III oj 40th Report 
oj the Committee on Public Undertakings). 

The Committee on· Public Undertakings deSire that the procedure for 
inspection of various types of materials purchased should be laid down by 
all the Public Undertakings. While the method of inspection to be adopted 
should depend on the requirements of each undertakings, it is essential that 
the procedurc for inspection should be a simple one, since if the procedure 
is too elaboratc it could be costly, and time c.JDsuming added with the danger 
of being by-passed. To avoid unnecessary delay in th~ process of inspec-
-tion, it is desirable that the time limit for inspection of various types of 
materials should be laid down and actual time taken in inspection as against 
the limit fixed reviewed periodically. 

2. The Ministry of Industry, etc., are requested to advise the Public 
Sector Undertakings to finalise inspection procedure wherever it has not 
been done and to lay down time limits for inspection of various types of 
materials. The Public Sector undertakings concerned be also requested to 
send a report before 31-3-68 on the progre!lS of action taken in respect of 
the recommendations, to the admini,;tnitivc Ministry, with a copy tu the 
Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government oj India and 

Director General, Bureau of Public Enterprises. 

All Ministries/ Departments of the Government of India. 
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APPI'.NDIX .. XXVD 
(vide reply to recommendation at Serial No. 47-Page 18) 

No. 9(28)/FI/67-<lr/Adv. (')-34 
GovERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUllEAU Of PuBLIC ENTERPRISES 

New lHlhi, the 27th September 1968 
OFFICE MEMORANDUM 

SUBJECT :-RelecIlOt.s in purchased mmerlal-ln-process inspection at sup
pllnts end. (Conclusion/recommendation S. No. 47 in 
A~ III of 40th Report 01 the Committee 011 Public 
lj,idertlJld",s) . 

Tbe Committee on Public Undertakings have in connection with the 
purdaMecl material suaested in proceu iDspection at supplier's end in suit-
able cues as this would help in ~ the percentage of rejec1ion at desti-
nation and also save the time, labour and expenditure involved in sending 
back the defective materials and obtainiD~ replacement. 

2. The Ministry of Industrial Development and Compaoy Affairs, etc., 
are reOlldted to brio" the above SUJFstion of the Committee to the notice 
of the Public Sector Undertakings for guidance. The Public Sector UDder-
taJdnas coacerncd may also be requested to send a report before 31-3~9· 
the pl'QtlreSS of action taken in respectof this recommendation to the 
,uiminittrative Ministry with a copy to Bureau of Public Enterprises. 

To 

Sel./- P. OOVlNDAN NAIR 
&cretllry '0 the Gol·et'nment of India end 

Director Gentrol. BurNII of Publk Ellterprises. 

AU Ministf'k.'S/Oepartments of the Government of India. 



APPENDIX xxvm 
(vide reply 40 recommendation at Serial No. 48-Page 19) 

No. 9(28) /FI/67-Cir/ Adv.(P)-21 
GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi, the 16th Oc:tobu 1961 
OFFICE MEMORANDUM 

SUBJECT :-Maintemmce 0/ Statistics for Rejected MateriaJs. (Conclusions/ 
Recommendations S. No. 48 in Appendix III oj the 40th Re
port of the Committee on Public Undertakings). 

1be Committee on Public Undertakings have noticed that the Public 
Undertakings did not maintain statistics about the' extent of materials re-
jected, the firms which supplied such materials, etc. The maintenance of 
such statistics would help in locating the types of materials generaHy found, 
defective and the firms which supply defective or substandard materials. 

2. The Ministry of Industry. etc.. are requested to advise the Public 
Undertakings to maintain proper statistics for rejected materials and the 

names of suppliers of such materials in one . place. The Public Sector 
Undertakings concerned be also requested to send a repan before 31-3-68 
on the progress of action taken in respect of the recommendations, to the 
administrative Ministry, with a copy to the Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of India (lmt 

Director General, Bureau of Puhlic r::lIterpri~es .. 

All Ministri~iDepartments of the Government of India. 



APPENDIX XXIX 
h'ide reply to recommendations at S:crial Nos. 50 & 51-Page 20) 

No. 9(28)/FI/67-C'rr/Adv.(P)-22 
OOVERNMENT OF INDIA 

MINISTRY OF FINANCE -BUREAU OF PUBLIC ENTERPRISES 

New l)elhi, the 16th (h:lober 1967 

OFFICE MEMORANDUM 
SU8JECf :~FixUlWn of MalerUll Consumption Norms. (Conclusions/ 

~,-ommenJQ/;ons S. No. 50 & 51 in Appendix 1/1 of Ilk' 40th 
Report 01 the Committee on Public Undertakings. 

The ~e 00 Public Undertaldngs have observed that the norms 
of coasumption for various materials are fixed on a scientific basis and tbe 
actual coosumption checked periodically with the norms to locate the cases 
of excess consumption. 

2. The Ministry of Industry, etc., are requested to advise the Public 
Uudenakings to give due emphasis to the fixation of material consumption 
norms and critically investigate instantes of over-consumption. Material 
coasumption and material consumption norms should be reviewed pcriodi· 
cJ.llv. The Public Sector Undertakings· CODcerned be also requested to send 
a report before 31-3-68 on the progress of action taken in respect of the 
recommendations, to the administrative Ministry, with a COpy to the 
Bureau of Publie Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secrttary to the GOl'ernment 0/ India and 

Dirt'ctor G~nt'ral, Bureau of Pllhlic Entt'Tpr;\'e,'i. 

AU Ministries/Departments of the Government of India. 
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APPENDIX XXX 
(vUk reply to recommendation at Serial No. 52-Page 20) 

No. 9(28)/FI/67-Cir/Adv(P)-23 
GOVERNMENT OF IND)" 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Dclhi. the 16th Octoher 1967 

OFFICE MEMORANDUM 

SUBJEcT :-Care and Cu.r/Ody of Material~. (Conclusion/Recommenda
tion S. No. 52 in Appendix 111 of 40th Report of the Com
mittee on Public Undertakings). 

The Committee on Public Undertakings observed that to avoid laxity in 
the care and custody of the materials a scheme of storage and stores con~ 
trol should achieve the following objectives :-

(i) Maximum utilisation of the space for storage. 
(il) Care of handl~ stores during the prOCess of receipt, inspec-

tion. storage and issue and to ensure an undisturbed aDd easy 
flow. 

(iii) Preservation of stores against breakage, spillage or deteriora-
tion. 

(iv) Security against pilferage. 
The Ministry of Industry, etc., arc requested to bring the above obser-

vation of the Committee to the notice of Public undertakings. The Public 
Sector Undertakings concerned be also requested to send a report before 
31-3-68 on the progress of action taken in respect of the recommendations, 
10 the administrative Ministry, with a copy to the Bureau of Public Enter-
l)rises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of Ind/Q and 

Director General. BUTeaU of Public Entt'rprist's. 

All Ministries/Departments of the Government of India. 
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APPENDIX XXXI 
(vitle reply to recommendation at Serial No. 53-Page 20) 

No. 9(28) /FI/67-Qr/ Adv(P) .. 24 
GOVEllNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PlIULIC ENTERPRISES 

New Delh;, the 16th OclOMr 1967' 

OFFICE MEMORANDUM 
SUBJECT :-MaintefWl1« of proper and compleu store acaounU. (Con-

elusion/ Recommendation S. No. S3 in Appendix 111 of 40th' 
Report 0/ the Committee on Public Undertakings). 

The Committee on Public Undertakings have noticed serious lapses in' 
tho maint~nance of stores accounts in some of the Public Undertaking.co. The' 
main purpose of accounting of stores is : 

(i) Record of stores received, io;sued and the balance held in stock 
at a particular time; 

(ii) Documentation of receipts and issues as a proof of the receipt 
or issue required for giving credit to those from whom it has 
been issued. 

(ill) Valuation of stores to suitable to aSSC5s the .1inancial commit-
ments and the assets involved in the stock held; 

(iv) Ensuring legal custody of stores in charge of individuals so as 
to be able to fix the responsibility in the event of loss due to 
theft or pilfera~. 

In the absence of proper account it is diffiCult to maintain any conttol over 
the receipt and issue of stores. to check shortages' in stores if any and to 
fix the responsibility for the losses. Proper valuation of stores issued and 
consumed is also rendered difficult. -

1. 1be Ministry of Industry. etc., are requested to advise the Public-
Und~s to ensure maintenance of proper and complete stores accounts 
in consultation with Fmance. The Public Sector' undertakings coocemed 
be also requested to send a report before 31-3-68 on the p~s of action 
taken in respect cI the recommendation. to the adminktrative Ministry. with 
u ~ to the Bureau of Public Enterprises. 

To 

Scl./- P. GOVINDAN NAIR 
Secretory to the Government of India and 

Dirt'ctor Gt'nt'ral, Bureau 0/ PlIblic Enl"prise_~_ 

AU Ministries/Departments of the Government of India. 
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APPENDIX XXXII 
(vide reply to recommendation at Serial No. 54--Page 21) 

No. 9(28)-FI/67-Cir/ Adv(P)35 
MINISTRY OF FINANCE 

DEPARTMENT OF EXPENDITURE 
BUREAU OF PuBLIC ENTERPRISES 

New Delhi, the 27th September 1968 
OFFICE MEMORANDUM 

SUBJECT :--Store Accounting--Conc[usion/Recommelldation No. 54 
of 40th Report of the Cpmmittee on Public Undertakings. 

100 Committee on Public Undertakings have emphasised that the sys-
tem of accountin-g should be such as would avoid unnecessary duplication 
of work without losing sight of the objective. 

The Committee also felt that the present practice of maintaining two 
sets of stores cards in the Stores Department needs to be reviewed. In the 
view of the Committee, it is desirable to maintain only one set <?f store" 

.cards (say of the Kardex type) as it would avoid duplication of work with~ 
out impairing efficiency of material control system. The practice of main-
taining Priced Stores ledgers in the Accounts Department would have to 
be continued in such cases. In some undertakings where the number of 
items in stock is very large, the total volume of transaction would justify 
installation of computors or other mechanised equipment. In these under-
takings the feasibility of mainta~ only one set of stores cards with the 
help of such equipment and thus obviating the necessity of maintaining 
§eparate Priced Stores Ledgers in the Accounts Department should be 
·examined. 

100 Ministry of Industrial Development" Company Mairs, etc., are 
requested to bring the above observations of the Committee to the notice 
of the Public Sector Undertakings for following as guidelines. The Public 
'Sector Undertakingj; concerned be requested to send a repon. before 
31-3-69 on the progress of the action taken in respect of the recommenda-
tion, to the administrative Ministry with a copy to the Bureau of Public 
Enterpri~. 

To 

Sel./- P. OOVINDAN NAIR 
S«:ntary to the Government of I1t4Js and 

Director General, Bureau of Public Enterprises. 

All MinistriesjDepartments of the Govmunent of India. 
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APPENDIX XXXlD 
(.'/de reply to recommendation at Serial No. 55-Page 21) 

No. 9(28)/FI/67-C'u/Adv(P)-2S 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi. tIle 16th October 1967 

OFFICE MEMORANDUM 
SU8JtC'r :--Stock Verification, (ConclusiOn/ Recummendation S. No. 55 

in Appendix III of 40th Report of the Committee on Public 
Undertakings) . 

The Committee on Public Undertak.ing.'1 have pointed out that a large 
variation between the actual storeS and ledger balances is a re8ection on the 
stUDdard of store keeping and of stores accounting. The diScrepancies. 
noticed WI a result of such verification should be reconciled promptly and 
aU "hortages which come to light must be investigated. 

2, The Ministry of Indmtry. etc., are requested to bring this to the" 
notice of the Public Sector Undertakings for their1tUidancc and prouipt 
reconciliation of discrepancies noticed as a result of stock verification and 
investiption • of all shortages. The Public Sector Undertakings conceriled 
be also requested to send a "report before 31~3-68 on the progre!iS of action 
taken in ~pect of the recommendation, . to the administrative MinisttY, 
with a ~opV to the Bureau of Public enterpriSes. 

Sd./- P. GOVJNDANNAIR 
Secretary to t~ Government of India tmd 

Director Gmtrnl. BW'tau of Public Enterprises. 

To 1. Ii ',"T. 
AU Mifiistrie!l/~nts" of the Govermnent of In018. , ~,~ , :. 

\'t •. 



APPENDIX XXXIV 
(~';de reply to recommendation at Serial No. 57-Page 22) 

No. 9(28) /FI/67-Cir/ Adv(P)-27/67 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New DeU,i, the 16th October 1961 

OFFICE MEMORANDUM 
SUB.lECT :-Preparation of Manual. (Conclusionl Recommendation S. No. 

57 in Appendix III of 40th Report of the Committee on Public 
Undertakings. ) 

The Committee on Public Undertakings have observed that the proce-
dures to be followed regarding materials purchasing, inspection, storing, 
issues and disposal, etc., are laid down for the ~dance of all concerned. 
A comprehensive manual on variou!> aspects of Materials Management is 
the·refore necessary. . . 

2. The Ministry of Industry, etc., are requested to advise the Public 
Undertakings to prepare a comprehensive manual, if not already done. The 
Public Sector Undertakings concerned be also requested to send a report 

. before 31-3-68 on the progress of action taken in respect of the recom-
xpendation, to the administrative Ministry, with a copy to the Bureau of 
Public Entert'rises. 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of Indi4 and 

Director General, Bureau of Public: Enterprises, 
To . 

AU· Ministries/Departnients of· the Government' of India. . -, -.' 
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APPENDIX XXXV 
-( vide reply to recommendation at Serial No. 58-Page 22) 

No. 9(28)/FI/67/Cir.Adv(P)-14 
GOVERNMENT OF INOlA 

MINISTRY OF FINANCE 
BllRL\ll OF PUBLIC ENTERPRISES 

North Block, New Delhi, the 16th October, 1967 
OFFICE MEMORA.NDUM 

'SUBJECT :-PropeT Planning jor Production & utilization/Disposal oj by-
products. (Conclusion/Recommendation S. No. 58 in A.p~ 
dix III of 40th Report on the Committee on Public Under
taking8.) 

The Committee on Public Undertakings have pointed out that there has 
'beeo loss of valuable by-products because of lack of proper planning and 
lorc-tbouaht. In some cases by-product plants were installed late and the 
produc:ts could not be . sold because market study bad not been made in 
advance. nor had adequate steps been taken to develop the market. This 
happeus because at the time of ~. up of the projects, little or no atten-
tion is paid towards production and utilisation of by-products. The Com-
mittee conlider it essential that at the time of preparation of detalled Pro-
ject Report itself proper assessment of the nature and the extent of by-

1IfQduc:t5 likely to arise durinl production/operation of the plant should be· 
worked out so that adequate arrangements about their utilisation/disposal 

.could be made well in time of the arisin2 of these by-products. 
The Ministry of Iodustry, etc., may please note and also bring to the 

notice of Public Sector undertakings for following up Committee's above 
observation. The Public Sector undertakings concerned be also required 
·to send a report before 31-3-68 on the progress. of action taken in' respect 
of the recommendations, to the administrative Ministry. with a copy to the 
:Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secrelilry to the Government 0/ IntlUJ and 

Director General. Bureau 0/ Public Enterprise.f. 

AU MinistriesjDepanments of. the Government of Inc:Ua. 

7% 



APPENDIX XXXVI 
(Vide reply to recommendation at Serial No. 59-Page 23) 

No. 9(28)/FI/67/Cir.Adv(P)·28 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PuBLIC ENTERPRISES 

New Delhi, the 14th February, 1968 

OFFICE MEMORANDUM 

SUBJECT :-Proper operation oj by-product plants (Conclusion/Recom
mendation S. No. 59 in Appendix III oj the 40th Report on 
the Committee on Public Undertakings (Third Lok SaMa). 

The Committee on Public Undertakings have noticed that the operation 
of some of the by-product plants could not be continued due to defects in 
the plant and machinery or in operation. The Committee have further 
pointed out that even after several years of the working of some of the 
by-product plants of the Hindustan Steel Ltd., it had not been possible to 
rectify defects in the plant and machinery for the by-products. The Com-
mittee trust that effective steps would be taken to set right the defects in 
the plant and machinery to ensure proper utilisation of the by-products. 

The Ministry of Industry. etc. may please note the Committee's above 
ubservation and advise the Public Undertakings to ensure proper mainte-
nance of by-product plants and to take effective steps to rectify defects in 
plant and machinery or in operation. In this connection, the Chairman, 
Hindustan Steel Ltd. has set up a Committee to evaluate the performance of 
the various units .of the by-products plants in the three steel plants and to 
assess the deficiencies including those relating to operation and maintenance 
etc .. and to recommend measures for improvement. 

The public sector undertakings concerned may kindly be advised to send 
a report before 31-3-68 on the progress of action taken in respect of the 
recommendation, to the administrative Ministry with a copy to the Bureau 
of Public Bnterprises. 

To 

. Sd./- P. GOVlNDAN NAIR, 
Secretary to the Government oj India and 

Director General, Bureau oj Public Enterprises. 

All Ministries/Departments of the Government of India. 
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AppENDIx xxxvn 
( V ide reply to rccomnlCndati~n at Serial No. 6O-Page 24) 

No, 9(28)/FJI67-Cir./Adv(P)-37 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Block, New Delhi, the 4th February, 1969 

OFFICE MEMORANDUM 
SUIl.J Ecr :-Reporls to Mtlflagemellt to ma;JJlai" close watc'" orer the in

\'('lIlor;('s. (Conclus;on! Recomelu/cllioi/ No .. 60 in Appell-
dix III 0/ the 40th Reporl of tlre Committee on Public Under
takings.) 

The Committee on Public Undertaki~s have pointed out that in the 
ubscnce of periodical reports to the top management it is difficult to main-
tain close watch over the inventorie~. While the precise nature of there-
ports. which should be submitted to the top manall~ment, and their periodi-
citv may differ to some extent from undertakinj! to undertaking, they have 
sult/.tCSted that the top management (General Manager. Chairman/Manag-
ing Director, Board of Directors) should get periodical r~port~ on the 
fcllow~ aspects of Materials Management : 

1. Reports about purchases containing the following information :-
(i) Detail'i of purchases above certain limits. 

(ii) Purchases owr certain limit where lowest tenders were not 
accepted. 

(iii) Details or rush and emergency purchases showing items pur-
chased, their value, source of purchase, reasons etc. 

(iv) Details of indents outstanding viz. their number, the period 
for which these were outstanding, reasons for delay, if any: 

H. Reports about Stores Department containing the following informa-
tion :-
(i) Stock position about major raw materials stores, finished goods 

etc. 
(ii) Position about stow mo~iilg/non-moviog stores, extent of sur-

plus stores and position about their disposal. 
1lI. General Reporl'l about the following:-

(1) Reports about the foreign exchange utilisation; 
(ii) the imports made; 

(iii) steps taken for import substitution and the results achieved; 
and 

(iv) value an .. t1ysis reports etc. 
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2. The Ministry of Industrial Developm.cnt & Company Affairs, etc. are 
requested to advise the Public Undertakings the importance of submission 
of MICh vital statements periodicallv to top management for an overall con-
trol over the inventories. The Public Sector Undertakings concerned be 
requested to send a report before 30-6-69 on the progress of action taken 
in respect of the recommendation to the administrative Ministry with a copy 
to the Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of India and 

Director General. Bureau of Public Enterprises. 

All Ministries/Departments of the Government of India. 



APPENDIX XXXVIII 
(Vide reply to recommendation at Serial No. 61-Page 25) 

No. 9(28)/FJ/67/Cir.Adv(P)-40 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

North Block, New Delhi, March 26th, 1969 

OFFICE MEMORA.NDUM 

SUBJF.CT :-General Conclusion-Material Management. (Conclusion/ 
Recommendation S. No. 61 in Appendix 111 of 40th Report 
01 the Committee on Public Undertakings.) 

The Committee on Public Undertakings after an examination of the 
workin~ of Materials Management in Public Undertakings have observed 
that althouJ.th most of the undcrtakin~s are conscious of heavy investment 
in inventories. there has not been a continuous effort to control inventories 
or to introduce· new techniques of material management. 

In conclusion the Committee made the following ~eneral observations:-
(i) By and large, materials manal!ement has been l!iven a secon-

darv Importance in the or~isational set up of an undertak-
in~. There is therefore need to pay greater attention to the 
efficient functioninl! of this Department. 

(in A large number of undertakinRS depend on imported spare parts 
and components. Because of long lead time required for im-
ported. products and due to acute foreiJU1 exchange situation, 
there is a tendencv on the l)art of the undertakings to imPOrt 
)a~r stocles in order to avoid J)O§sible stoPpBle of production 
due to non-avaDabUitv of stocks at the required time. 'There 
I~ therefore need to liberalise maintenance imPOrts to obviate 
thl!: tendencv. There is also need for steppinjt UP indi~nous 
pr~uction nnd development of ancillary industrie!l so that 
dependence on imports is reduced to the minimum. Govem-
ment !lhould pav particular attention to these matters. 

(iii) Various methods or inventory control have been adopted in 
industria11v advanced countries. These are classification, codi-
fication, standardisation. variety reduction. value analysis, 
A.B.C. ftnatym. etc. Adoption of these methods can greatly 
help in reducing costs. Barring a few undertakings, tbec;e 
aspects have not been 2iven proper attention. These new tech-
niques !ilhould he employed. 

(tV) There have been ftumeroUg eGm1)la1nta from the underta1dn~ 
that both from the POint of view of qualltv and priee the indi-
rrenOO4! nroduc~ do not C01JU)are favourably with the imported 
ones. While the undertaldn~s can help the indigenous manu-
facturep to improve the quality of their Products, Oovem-. . . 
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ment also should take suitable steps for reducing the cost of 
such products. 

(v) Utilization of by-products has not received proper and ade-
quate attention of several undertakings. In some cases plants 
for their utilization were initiated quite late, while in others by-
product plants had been installed but were not operating due 
to defects in the plant or because adequate efforts had not been 
made to develop the market for these products. There is need 
for advance planning in this respect and also for implementing 
the plans. 

(vi) There is a general feeling that materials management does not 
require any specialised knowledge. It is perhaps for this 
reason that there are practically no regular arrangements in the 
country for training of personnel at various levels for appoint-
ment to materials management posts. The efficiency of the 
materials management department will depend on the qualifica-
tions and experience of the personnel appointed therein. It 
is, therefore, essential to arrange regular institutional training 
in materials mana:gement and for exchange of ideas and in-
formation through seminars, etc. 

The Ministry of Industrial Development & Company Affairs etc., are 
requested to bring the above general observations of the Committee to the 
notice of Public Sector Undertakings for necessary action. The Public 
Sector Undertakings be requested to send a report before 30-6-69 on the 
pro~ress of action taken in respect of the observations to the administra-
tive Ministries with a copy to the Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of India and 

Director General, Bureau of Public Enterprises. 

All Ministries/Departments of the Government of India; 



APPf:N9IX XXXIX 
(Vidt, reply to recommendation at Serial No. 27-Page 27) 

No. 9(28) /FI/67-Cir/ Adv(P)-12 
GOVERNMENT OF II"DlA 

MINISTRY OF FINANCE 
BURL\U or PUBLIC ENTERPRISES 

Nortlr mock, New Delhi, tire 16th October 1967 

OFFICE MEMORANDUM 
SUAJECl :-Pu,,'hoSt's through Limited Tender. (Conclusion/Recommen

dation S. No.27 in Appendix 111 of 40th Report of the Com
mittcl' on P"blic Underwkill.l!s.) 

The Committee on Public Undertakings have observed that it is neces-
sary to fix the number of suppliers to whom the limited tender inquiries will 
be sent based on value of the purchase order. In case the number of sup-
rliers invited to tcnder or the valid quotations received is less than the 
number fixed, the purchasin.!!; officer should obtain the approval of the 
next hi~her authority before orderin~ purchases. . 

2. The Ministry of Industry. etc., arc requested to advise the PubQC 
lJndcrtakin~s that it is not considcred advisable to limit the number tol 
definite figure of re.2istered suppliers to whom enquiries against limited 
tenders have to be issued. As far as possible, aU suppliers registered for a 
particular itern should get the tcnder enquiry for that item. However, if 
the list i~ too lon~, the enquiry may be restricted to only few suppliers on 
the basis of their past performance, but the Purchase Officer within whose 
power the purchase lies, should obtain the approval of the next higher 
authority about the number and name of teoderers in such cases. It 
"hlauld not be necessary for him to ~et the approval of the next higher if 
some of the tenderers do not respond. However, in cases of only single 
offer, the purchase should be treated on single tender basis and decision 
taken on its merits. The Public Sector Undertakings concerned be also re-
qucsted to send a report before 31-3-68 on the progress of action taken 
in respect of the recommendation, to the administrative Ministry, with a 
COpy to the Bureall of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
S«retory to the Government 01 India and 

Dirt'ctor Genrral. Bureau 0/ Public Enterprises. 

All Minist'ies/Departments of the Government of India. 

79 



APPENDIX XL 
(Vide reply to recommendation at Serial No. 56-Page 30) 

No. 9(28)/FJ/67-Cir. Adv(P)·26 
GOVERNMENT OF INDlA 

MINISTRY OF FINANCE 
BUREAU OF PUBLIC ENTERPRISES 

New Delhi, the 16th October 1967 

OFFICE MEMORANDUM 
SUBJECT :-Handling Losses. (Conclusion Recommendation S. No. 56 

in Appendix III of 40th Report of the Committee 011 Public 
Undertakings. ) 

The Committee on Public Undertakings have observed that some short· 
ages may be inevitable in the normal course of handling of certain 5tores. 
In such cases, suitable norms should be I1xed for such handling losses and 
the actual shortages compared with the limits so I1xed. The norms fixed 
should be regularly reviewed with the object of keeping the losses as low as 
possible. 

2. The Ministry of Industry, etc., are requested to advise the Public 
undertakings to fix suitable norms for handling losses and make regular 
reviews. The Public Sector Undertakings concerned be also requested to 
send a report before 31-3-68 on the progress of action taken in respect of 
the recommendations, to the administrative Ministry. with a copy to the 
Bureau of Public Enterprises. 

To 

Sd./- P. GOVINDAN NAIR 
Secretary to the Government of India and 

Director General, Bureau of Public Enterprises. 

All Ministries/Departments of the Government of India. 
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APPENDIX XLI 
(Vide para 4 of Introduction) 

Analysis oj the aclion taken by Government on the recommendations 
conUlined In the Fortieth Report of the Committee on Public Undertakings 

(Third Lok Sobha). 

1. Total number of recommendations 61 
2. Retommendations which have been accepted by Govern-

meot (vide SI. Nos. I, 2, 4, 5, 6, 7, 8, 9, 10. 11, 
12, 13, 14, 15. 16, 17, 18, 19, 20. 21, 22, 23, 24, 
25, 26, 29, 30, 31, 32, 33. 34, 35, 36, 37, 38, 39, 
40, 41, 42, 43, 44, 45, 47. 48, 49, SO, 51, S2. 53, 54, 
55, 57, 58, 59, 60 and 61). 
Number 56 
Percentage to total 92 % 

3. Recommetldations which the Committee do not desire to 
pursue io view of Government's reply (vide SI. Nos. 3. 
27, 28 qnd 46) 
~~. 4 
Percentage to total 7 % 

4. Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee Nil 

S. Recommendations in respect of which replies of Govern-
ment are still awaited (vide SI. No. 56) 
Nwnber 1 
Percentaae to total 1 % 
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SI. Name of Aaent 
No. 

DELHI 
24. Jain Book Aaency, Con-

nau,ht Place, New Delhi. 

25. Sat Narain 4; SoDS, 3141, 
Mohd. Ali Bazar, Mori 
Gate, Delhi. 

.26. Atma Ram &: Sons, Kash-
mere Oate,Delhi-6. 

27. J. M. Jaina 4; Brothers, 
Mori Oate, Delhi. 

28. The Central News ~CIlCY, 
23/90, Connauaht Place, 
New Delhi. 

29. The BOllish Book Store, 
7-L, Connauaht Circus, 
New Delhi. 

30. Laksbmi Book Store, 42, 
Municipal Market, Janpatb, 
New Delhi. 

31. Bahree Brothers, 188 Laj-
patrai Market,DeJhi.fi. 

32. Jayana Book Depot. <;hat'-
parwaJa Kuan, Karol B8&b, 
New Delhi. 

AaenC:Y 81. 
~o. No. 

Name of ASClu 

11 

33. Oxford Book A Stationery 
Company. 8Cindia House. 
ConDaulht Place, New 
Delhi-) • 

3 34. People's Publishing House, 
Rani Jhansi Road, New 
Delhi. 

9 3S. The United Book A&ency, 
48 Amrit Kaur Market, 
Pahar Oanj, New Dolhi. 

11 36. Hind Book House, 82, 
Jaopatb, New Delhi. 

IS 37. Bookwcll, 4, Sant Narankari 
CoJ01Iy, KiD~way camp, 
Delhi-9. 

20 

23 

27 

66 

MANIPUR 

38. 8hri N. Chaoba Singb, 
News Aaent, Ramlal Paul 
High Scbool Anncxc, 
Imphal. 

AGENTS IN FOREIGN 
COUNTRIES 

39. The SeCretary, Establish-
ment Department, The 
Hiah Commission of India. 
India House, Aldwyob, 
LONDON, W.C.-2. 
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