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J ' INTRODUCTION . \ 
I, the Chairman, Committee on Public Undertakings having been 

,authorised by the Committee to submit the Report on their behalf, 
present this Twenty-fifth Report on Action Taken by Government on 
the recommendations contained in the Third Report of the Com-
mittee on Public Undertakings (Fifth Lok Sabha) on Bharat Electro-
nics Limited. t: " , 

',\ 

2. The Third Report of the Committee on Public Undertakings 
(Fifth Lok Sabha) on Bharat Electronics Limited was presented to 
the Lok Sabha on the 9th December, 1971. The replies of Govern-
ment to all the 30 recommendations contained in the Report were 
received in batches on the 12th December, 1972, 19th December, 
1972 and on the 11th January, 1973. 

3. The replies of Government to the recommendations contained 
in the aforesaid Report were considered by the Committee on Public 
Undertakings on the 2nd March, 1973 and the Chairman was autho-
rised to finalise the Report on the basis of the decisions of the 
~Committee and present it to Parliament. 

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

(i) Report. 

(ii) Recommendations that have been accepted by Govern-
ment. 

(iii) Recommendations which the Committee do not desire to 
pursue in view of Government's replies. 

(iv) Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

(v) Recommendations in respect of which final replies of 
Government are still awaited. 

5. An analysis of the Action Taken by Government on the recom-
mendations contained in the Third Report of the Committee is 

-given in Appendix V. It would be observed therefrom that out of 

( vii ) 



( viii) 

the total number of recommendations made in the Report 56.7 per-
cent have been accepted by Government. The Committee do not 
desire to pursue 36.7 per cent of the recommendations in view of 
Government's replies. Replies of Government in respect of 6.6 per 
cent of the recommendations have not been accepted by the Com-
mittee. ' 

NEW DELlII; 
March 20, 1973 
Phalguna 29, 1894 (8). 

SUBHADRA JOSHI •. 
Chairman, 

Committee on Public Undertakings. 



CHAPTER I 
REPORT 

A. Ra*ed Capaeity-OveraU uti1isatioa of preduetive maehil'lell 

'Recommendation (Serial No. 13) 

In their recommendation in paragraphs Nos. 4.12 and 4.13 of the 
Third Report (Fifth Lok Sabha) the Committee noted that the over-
all utilisation of productive machines in the Equipment Division had· 
been 72 per cent of the available capacity in 1969-70 on the basis of 
two eight hour shifts and therefore felt that all the units of the plant 
were not working to their rated capacity. 

2. The Committee recomm~ded that the rated capacity of the . 
plant should be fixed in terms of physical output as ti1e value of . 
production was liable to change. It was suggested that if the rated 
capacity of the plant was not indicated to them by the supplier of 
the plant or the collaborator, BEL, should undertake an assessment 
of the ultimate and rated capacity on their own and then keep a 
watch over the progress made to achieve that capacity. 

3. In reply the Government have stated that Bharat Electronics 
Limited have been carefully watching the utilisation of machines 
and labour in various parts of the factory, and a continous check on 
efficiency is maintained. However, because of the nature of diversi-
fied equipment production and the continuously changing product-
mix, it would be virtually impracticable to define the rated capacity' 
in terms of physical outputs. If a fixed product-mix can be pre-
determined and specified, the rated capacity for such product-mix, 
based on the available machines, could be indicated in physical 
terms However, things beihg as they are. the capacity can only be 
specified broadly in terms of value. The Company sets physical 
targets each year against which the actuals arE' assessed. Physical 
targets are quantified into financial terms at current selling prices. 
Thus, the achievements of financial targets will amount to achieve-
ment of physical targets, which factor is also examined by the Board 
of Directors of the Company. 

4. On the above basis the actual utilisation of machines during 
the last three years is as under:-

1969-70 72 per cent 
1970-71 69 " 
1971-i2 73 ,. 

5. It may be added that a cent percent utilisation of the machinery 
and equipment is not feasible specially when the product-mix is 10 
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varied and the operations involved are of different types on the 
various products. 

6. The Committee are not cODvinced with the Government reply. 
They are piHOf the view that the rated capacity should be fixed in 
tel'JJlS. of rhysica1 output aad ~t in termsbf value of produdion as 
the latter is liahle to c}tange. 'Tlteeo.nmitt~ .therefore, reiterate 
their earlier recommen'dation' '~nd str~,s thalt BEL should undertake 
an assesSOlent. of the rated capacity on their own and keep a Watch 
over the progress made to achieve that capacity. -~ 

B. Pricing Policy-Comparison of BEL's seiling prices with imported 
selling prices 

'Recommendation (8eriaINo. 25) 

7. In their recommendation in paragraph 8.13 of'tlie, Third Report 
(Fifth Lok Sabha) the Committee observed that BEL's selling prices 
(including excise duty) effective from 1st March, 1969 'in'respect of 
certain types of Germanium Semi-Conductors,· -Silicon Semi-
Conductors and transmitting valves were ,higher than their corres-
ponding landed cost and recommended that BEL shOUld not relent in 
their efforts to reduce their cost of production so 'that it might be 
possible to bring their selling prices at par with the landed cost of 
Germanium Semi-Conductors, Silicon Semi-Conductors and transmit-
ting values etc. etc. 

8. In their reply the Government stated that the higher cost of 
certain components produced by BEL as compared to the prices of 
similar items produced abroad was attributable to the low volume of 
production resultin,g from low demand, a lesser degree of automation 
than prevalent abroad, high prices of certain imported as well as 
indigenous primary materials and high prices of fine chemicals. 
Inspite of these BEL had been trying to reduce their production costs 
and as a result of these efforts the selling prices of some of the Semi-
Conductors had been reduced. 

9. The Committee find that the prices of some of the products of 
BEL are still higher than their landed cost. In this connection they 
would invite attention to the following guidelines issued by the 
Bureau of Public Enterprises:-
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"PRICING POLICIES; 

The guidelines regarding the pricing policy of the Public Sector 
enterprises, inter 'alill! envisaged the following:-

(i) For enterprises which produce goods and services in compe-
tition with other domestic producers the normal market 
forces of demand aud supply will operate and their products 
will be governed by the prevailing market prices. 

(ii) For enterprises which operate under monopolistic or semi-
monopolistic conditions, the landed cost of comparable 
imported goods would be the norm.alceiling. Within this 
ceiling it would be open tn the enterprises to have price 
negotiations and fix prices at suitable levels. If the landed 
cost .is found/believ;d to be artificially low or in other 
exceptioual circumstances it is considered necessary to 
have higher prices then the matter should be referred to 
th;e Adminisuative Ministry for an examination in depth 
in consuJtation with the Ministry of Finance and the Bureau 

of Public Enterprises (Vide O.M. No. ~PE/4G/ADV.Fin.l 
68/25, dated 27-12-68)". ' 

10.:...-. The Committee, thCl'cfor~; reiterate their,:'~Ilr1ier recommenda-
tion and stress that effective steps should be talu.lD by the ~ompa1lT 
to hring down the selling prices of ail the'ir products and ensure that 
at no time the prices exceed the landed cost.' 



CRAnER D 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

,BecGJDmeadatiOD (Serial N •• 1) 

The Committee note that at the National Conference on ElectronicS' 
held in Bombay in March 1970 some of the leading authorities on 
Electronics including the ex-Chairman of the Electronics Committee 
and leading scientist, who was formerly a member of the Planning 
Commission and is now Scientific Adviser to Defence Minister were 
frankly critical of the excessive reliance placed on foreign collabo-
ration and observed that the achievements in the field of attaining 
self-reliance in defence and tele-communications electronics 
throughout the sixties were disappointing. The Committee feel that 
the perspective plan for electronics industry having been prepared 
under the eminent Chairmanship of late Dr. Bhabha, there was not 
adequate follow-up action with the result that even in 1970-71 the-
value of equipment produced with indigenous know-how in BEL 
was no more than Rs. 6 crores out of a total production of Rs. 21.40 
crores. The Commtttee WQuld like the Government to give the-
highest priority to the intensification of research and development 
programme in Electronics ,in the country so that we are able to 
attain self-reliance in this crucial industry. In particular, the 
Committee would commend the suggestions made at the Conference 
that requests for foreign inputs for electronics industry should be 
most critically examined with a view to develop self-reliance and 
to do away with, as far as possible, foreign collaboration. The Com-
mittee in particular suggest that the methods followed in Japan in 
achieving a break through in electronics, by purchasing out-right 
know-how (where necessary) intensifying research and development 
in close collaboration with industry and production of quality goods 
at most competitive prices, should be closely examined by Electro-
nics Commission and adopted as necessary in the interest of stepping' 
up our production of' electronics to meet the demand of home market 
.rand avail of its export potential. 

(Paragraph 1.16) 

Reply of Govemment 

Government have already decided to accord highest priority to' 
the development of an integrated and self-reliant electronics industry 

4 
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.in the' coUDtry as rapidly 88 possible. The need for intensive pro-
motional eftart relating both to production as well as research and 
.development is fully realised. This would be evident from the 
-Government resolution setting up the Electronics Commission, 
Ieproneed below: 

"Government attaches the highest importance to the deve-
lopment of an integrated and self-reliant electronics 
industry in the country, as rapidly as possible. Electro-
nics occupies a key position in modern science and tech-
nology. It has a vital role to play in the fields of atomic 
energy, communications, defence, education, entertain-
ment and space technology. It ts assuming increasing 
importance in the monitoring and control of production 
processes in the engineering, chemical and metallurgical 
industries. Because of its dynamic character, its pervasive 
nature and its significant impact on science, industry and 
society, electronics is today in the vanguard of techno-
logical progress. Technological progress and obsolescence 
are both very rapid in this field. An intensive promotional 
effort relating to both production and research and deve-
lopment is, therefore, essential to ensure a rapid growth 
of self-confidence and of indigenous capabilities". 

2. The Electronics Commission is now engaged in the following 
·immediate tasks:-

(a) To make an assessment of the present requirements and 
those over the future (during the next 5-10 years) in all 
sectors of electronics including equipment, components 
and materials; 

(b) To make an assessment of the imports of all types in the 
field of electronics; 

(c) To make an assessment of the installed capacities, letters 
of intent issued and intrinsic manufactUring capabilities 
in the publie and private sector and the future plans 
thereof over the next few years; 

(d) To determine the manner in which additional manufac-
turing capability should be generated in the public sector 
and the private sector; 

(e) To determine the extent of existing activity in the small 
scale sector, their future plans and the action necessary 
to promote faster growth in that sector; 
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(f) To make an assessment of the present R&D capabilities in. 
the country and the manner in which these should be. 
coordinated, directed, developed, and funded; and to 
determine the manner in which new R&D programmes 
could be developed in identified areas with the help of 
scientists in India and those who could be brought back 
from abroa~; 

(g) To make an assessment of the existing available man-
power and training . facilities at various. levels (skilled 
workers and technicians, supervisory staff and engineers 
and scientists for R&D, management etc.> and to assess' 
the future manpower requirements needed. for the planned 
growth of the industry and determine the manner in 
which necessary skills c()ul~ be imparted and manpower 
made available as required; 

(h) To assess the present export efforts and the steps necessary 
to promote exports such as incentives, simplification of 
procedures, and the setting up of wholly export-oriented 
industries including operations such as free trade zones; 

(i) To make an assessment of the plans of each State for 
development of the electronics industry and determine the 
manner in which support, advisory, technical rind financial, 
could be provided for full growth of the potential of each 
State in this field, with a view to ensuring wide dispersal 
of this industry throughout the country; 

(j) To determine the manner in which support, financial and 
advisory, could be provided to engineers and technicians 
in India and those willing to return from abroad to set up 
technology oriented and economically viable industrial 
projects in electronics; and 

{k) To coordinate efforts for the rapid development of electro-
nics in vital and strategic areas such as defence and 
communications. 

3. As would bit seen from these tasks, the Electronics Commission 
is already seized with the various problems which have been outlined 
in the recommendations of the Committee on Public Undertakings. 
The Electronics Commission has decided to take necessary action 
to step up production of all electronics items to meet the demands 
in the country and to fully exploit the export potential. 

4. Regarding Research & Development, para' 8; Chapter IT, pages 
28-27 of the Annual Report of the Department of Electronics for the 
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year 1971-72, already placed on the Table of the House, describes the 
efforts made in 1971-72 and the plans for the current financial year. 
It will be seen that the majqr effort is directed towards areas of 
strategic importance. 

5. The Department of Electronics has. been carrying out a strict 
and critical examination of all proposals for import of electronic' 
equipment or for foreign collaboration in this field to ensure that 
efforts directed at self-reliance are not undermined. The Depart-
ment of Electronics proposes to increase its controls on these aspects. 
to ensure the growth of self-reliance and to reduce the tendency to 
base Indian industry on foreign collaboration. 

6. Bharat Electronics Ltd. are also fully conscious of the need to 
do without reliance on foreign technology as far as possible. Such 
reliance. in the case of professional electronic equipment for Defence 
or other sophisticated items was in the past dictated by the very 
tight time-frame or stringent speCifications. Nevertheless, indigenous 
research and development efforts have also been s~pped up by the 
Company and all out efforts are now being made to become less and 
less reliant on foreigntechnolagy. Out of a total number of 40 
foreign technical collaboration agreements concluded by BEL, 2& 
have already expired and they have not been renewd. The remain-
ing agreements also, with the exception of two or three, will expire 
within the course of the next five years. An idea of the progress 
made as a result of indigenous design and development efforts of 
BEL could be had from the fact that during the year 1970-71 the 
Company was able to develop 32 new equipments or modifications/ 
improvements to existing equipments with the efforts of the R&D 
Division. During the year 1971-72, the development work on 18 
more items of equipment or improvements to existing equipments 
was successfully completed. S~veral of these equipments, including 
a whole family of equipments intended for the use of the police 
forces, have already gone into production. As against the value of 
indigenously designed and developed production of equipment and 
spares in BEL amounting to Rs. 1.3 crores during 1968-69, the value 
of production of such items during 1971-72 is estimated to be about 
Rs. 7 crores. The future development programme of BEL aims at 
indigenous development of a complete ran.ge of HF, VHF and UHF· 
communication equipments, using modern techniques. Other areas 
of future development activities relate to micro-miniaturised X-Band 
Radar, which will be the heart of many radar systems in the future; 
desk calculators; and mini-computers. 

The Components Division of BEL has also been able to develop a· 
number of new types of electron tubes,' germanium and silicon· 
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transistors, capacitors and crystals, etc. Further development work 
.in the Components Division will relate to new types of Indicator 
Tubes, TV and X-Ray Tubes apart from Switching transistors, and 
Hybrid micro-circuits etc. The following table gives at a glance an 
idea of "licenced" production vis-a-vis the BEL designed production, 
in regard to electronic equipments in BEL. 

1972-73 1975-76 

Licensed Production 52.% 33% 

BEL Design' 35 Yo ~9% 

Partly BEL and Partly Licensed . 13% 8% 

With continued R&D efforts, the position is expected to improve 
still further after 1975-76. 

An idea of the growth of the R&D effort in BEL could also be 
had from the fact that as against an expenditure amounting to 
Rs. 17.00 lakhs on the R&D work irl BEL during 1965-66, the expen-
diture on R&D efforts during 1971-72 at BEL amounted to Rs. 95.50 
lakhs. It may also be mentioned that R&D activities at BEL are 
mainly production-oriented. 

[Ministry of Defence O.M. No. 22 (2)/71/D (BEL) , dated the 
10th January, 1973.] 

Recommendation (Serial No.2) 

The Electronics Commission should draw up a perspective plan 
for the electronics industry in the light of an relevant developments 

· since the Bhabha Committee Report was submitted and have a system 
· of continuously reviewing the trends in c!ernant! ana produc'tion so 
· as to extend in concrete terms every help to the development of 
electronics industrv within the country. A yearly report on the 
achievements in the electronics inaustry should be presented in time, 
to Parliament so that the matter recei~es continuous attention at the 
highest level. (Paragraph 1.17). 

Reply of Govenunellt 

The recommendation was forwarded to the Department of Elec-
tronics for their comments and their reply is reproduced below: 

"One of the important tasks on which the Electronics Commis$ion 
is at present engaged is the preparation of a total perspective plan 
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<,over the next 5-10 years. This plan would be continuously reviewed 
.and based on it the additional manufacturing capability established 
.in the Public and the Private Sectors. It is proposed to produce such 
.a perspective plan which will be an import;ant sequel to the Bhabha 
Report on Electronics, within the financial year 1972-73. The Infor-
mation Planning and Analysis Group of tbe Electronics Commission 
.at Bombay has been specifically entrusted with this responsibility. 

2. The progress achieved in the various fields of Electronics during 
. the year 1971-72 is given in the Annual Report for 1971-72 of the 
Department of Electronics. Chapter II of the same, pages 9 to 20, 
lists the achievements for 1971-72. 

3. The actual production in Electronics had been indicated in 
<:Chapter III of the Annual Report of Deptt. of Electronics for 1971-72 
(Appendix I). 

4. Further progress on all these aspects and the annual produc-
tion achieved will be brought before the House in the Annual reports 

:for each ~ear." 

. [Ministry of Defence O.M. No. F. 22(2)/721D(BEL), dated the 
19th December, 1972.] 

Recommendation (Serial No.5) 

The Committee note that the BEL entered into 40 agreements 
with 20 collaborators. In some of the agreements extension of time 
had been granted by the undertaking. It is not quite clear from the 
note furnished by the Ministry the number of cases where devia-
:tions have taken place from the guidelines laid down by the Ministry 
·Qf Finance/Economic Affairs for entering into collaboration 
;-agreements. 

The Committee recommend that: 

(i) reliance on foreign collaboration agreements for import 
of technical know-how for the production of various 
equipments and components should be brought to the 
minimum and the BEL and other undertakings should 
strive to attain self-reliance; 

,(U) extension of tenure of agreements with foreign collabora-
tors should be granted on very rare occasions and devia-
tion from the norms I guidelines laid down by the Ministry 
of Finance/Economic Affairs should be avoided. 

'(iii) all undertakings in public sector should endeavour with-
out any further loss of time· to attain indigenisation in the 
technical know.:.how and in the production of equipments 

: 3564 L.S.-2. 
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and cClIXU'onents and &hould in no case .approach a foreign: 
agency unless a clear certificate is given by the concermed' 
Ministry about their inability to meet their requirements 
from indigenous sources. (Paragraphs 2.19 & 2.20) 

Reply of Government 

General Instructions to the various administrative Ministries 
laying down standard norms or guidelines for foreign collaborution 
agreements were first issued by the Ministry of Finance, EAD, in 
January, 1964. These were subsequently amplified from time to time' 
until comprehensive instructions in regard to the gUidelines for 
foreign collaborations were circulated to all Ministries in January 
1969 with the setting up of the Foreign Investment Board. 

All cases of foreign collaboration a.greements in the case of BEL· 
prior to January 1964, were finalised with the approval of the Mini-
stry of Finance. Out of 21 collaboration agreements concluded after' 
January 1964, deviations from the standard norms or guidelines as 
subsequently defined had to be agreed in the case of ten collabora-
tion agreements, mainly in relation to the period of the agreement 
or the payment terms. In each such case, approval of the compe-
tent authority was obtained before concluding the collaboration 
agreements. Out of the total 40 cases about 32 cases were reviewed 
and the baJance 8 cases could not be reviewed because the relevant-
files were not available being old. 

The Committee's recommendation that all under takings in the 
public sector should endeavour, without any further loss of time, to 
attain indigenisation in the technical know-how and in the produc-
tion of equipments and components, and that they should in no case 
approach a foreign agency unless a clear certificate is given by the 
concerned Ministry about the inability to meet their requirements 
from indigenous sources, has been brought to the notice of the other 
administrative Ministries concerned with the Government of India 
Public Sector Undertakings anda.1so the Defence Public Sector 
Undertakings for appropriate action 1,ide copies of the Ministry (If 
Defence letters No. F.22 (2) 171ID(BEL) IPC.5 dated 29th April, 1972 
and No. F.17(107)/72/D(PS) dated 1st June, 1972, respectively 
(Appendix I). All proposals for extension of existing foreign tech-
nical collaboration agreements or conclusion of fresh foreign colla-
boration agreements from the Defence Public Sector Undertakings 
will be closely examined in consultation with the other concerned 
Ministries I Organisations and such proposals will be agreed to only 
if absolutely unavoidable. The standard norms or guidelines for' 
foreign collaboration agreements will also be adhered to, as far at' 
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practicable, and deviations, if found unavoidable, will be agreed to 
only with the approval of the competent authority. 

The Department of Electronics, who are specifically concerned 
with the development of the Electronics industry, have also stated 
that one of the important tasks before the Electronics Commission 
is to make an assessment of the present R&D capabilities in the 
country and the manner in which these should be coordinated, direc-
ted, developed and funded; and to determine the manner in which 
R&D programme should be further developed in identified areas 
with a view to achieve maximum self-reliance as early as possible. 
In this context. the Commission is aJso reviewing the need for foreign 
collaboration if any and import of technology in various areas· Al-
ready it has been decided that no foreign know-how will be permit-
ted for the manufacture of items like radios, and more recently for 
Television sets and Electronic Desk Calculators. In the field of com-
ponents also, it has been decided that no know-how will be permitted 
for the manufacture of number of components like Ceramic Capaci-
tors, Loudspeakers, etc. In the important and strategic area of com-
puters, several steps have been taken to reduce the dependence on 
foreign parties. The existing agreements wherever they exist would 
be constantly reviewed in this context, to see that no extension is 
normally allowed. 

With regard to the efforts in this direction by the public sector, 
the Electronics Commission is presently engaged in a detailed analy-
sis of all Public Sector Undertakings in the field of electronics, from 
the point of view of their current production plants, full utilisa,tion 
of installed capacity. reasons for unutilised capacity, if any, rational 
of development, organisational and mana,gement aspects, production 
based on foreign collaboration and reasons for this, reasearch & deve-
lopment efforts, important areas not covered by the current and 
planned production programmes of existing units and for which addi-
tional manufacturing capacity will have to be set up and investments. 
needed. Foreign know-how will be permitted only in specific a,reas 
where the Electronics Commission has come to the conclUSion, after 
detailed investigation, that there is considerable urgency in produc-
tioning a particular item and for this there is no indigenous know-
how available within the time frame of requirements. The Elec-
tronics Commission will further attempt to ensure that when foreign 
know-how is brought in, a competent Indian R&D group is fully 
associated with it so that this group can make the necessary further 
development from this base. 

[Ministry of Defence O·M. No, 22(2) 171ID(VEL) dated the 
10th January, 1973]. 
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Recommendation (Serial No, 8) 

The Committee note tha.t with the introduction of indigenously 
designed equipment and components, the undertaking has made pro-
gressive efforts towards saving of foreign exchange. However, as 
pointed out in the report elsewhere, a lack of rapport was visible 
between BEL and NPL, resulting in limited utilisation of know-how 
developed by NPL, for ceramic ca.pacitors etc. The Committee 
would urge that there is need for close coordination and cooperation 
between national laboratories (National Physical Laboratory and 
Central Electronics and Engineering .Institute, etc.) under CSIR and 
BEL in the matter of research and development of know-how in spe-
cified fields so that the country is able to attain self-reliance at the 
earliest and thereby conserve foreign exchange. The BEL has 
a vital role to pla.y in building up the electronic industry in our 
country' to meet the internal demand and capture an increasing share 
of export market. [Paragraph 2.28]. 

Reply of Government 

BEL has noted the necessity of close coordination with Na.tional 
Laboratories and the Defence Science Organisation; and has taken 
action to achieve the reqUired coordination. For this purpose, BEL 
have appointed resea.rch Liaison Officer who is a Scientist from CSIR 
on deputation to the Company. As part of this coordination effort, 
the deseign and development of microwave tubes is proposed to be 
taken up under the auspices of the Defence Research and Develop-
ment Organisation and BEL, as well as at the national laboratories, 
etc. The programme envisages the development of futuristic micro-
wave tubes like Klystrons, Magnetrons, TWT, etc. in he next five 
years. It may be of interest to mention that in the case of BEL's 
new factory at Ghaziabad; one of the equipments to be manufactur-
ed is a Secondary Surveillance Radar designed by the Defence Elec-
tronic Research Laboratory, Hyderabad. BEL have also applied for 
an industrial licence to manufacture the electronic Desk Calculator 
which has been designed in association with the Jadhavpur Univer-
sity. The Company has also placed many development projects on 
the National Aeronautical Laboratory for Fibre glass antennae, etc. 

2. Besides, the Electronics Commission which has been set up 
recently is also specially responsible for coordination of the entire 
R&D activity in the country in the field of Electronics with a view 
to attain self-reliance at the earliest· The Deptt. of Electronics is 
setting up Expert Technical Pannels in several areas for examina-
tion of know-how available in the national laboratories and else-
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where, and the best ·manner in which this can be translated into 
production. 

[Ministry of Defence O.M. No. 22 (2)/71/D (BEL) dated the 
12th December, 1972]. 

Beeommendation (Serial No.9) 

The Committee recommend that organisational set up of Bharat 
Electronics Ltd. should be kept under constant review so that im .. 
provements can be effected. It will indeed to a useful exercise if 
the organisational set up of enterprises engaged in electronics indus-
try in leading foreign countries, e.g., Japan, USA etc. are studied to 
keep abreast of the latest developments in the electronic industry 
and the organisational efficiency with a view to their adaption in 
the undertaking. [Paragraph 3.16] 

Reply of Government 

The recommendation of the Committee in this regard has been 
taken l! ote of. The Board of Directors have constituted a standing 
Staff Committee of Directors to continuous review the organisa-
tional set up to effect improvements whenever required. BEL keep 
track of developments abroad in regard to organisationa.l and mana-
gerial techniques through study of available literature as well as by 
visits of BEL's officers whenever they have occasion to go abroad. 
BEL have also been advised by Government to keep in touch with 
developments abroad in regard to organisational and management 
techniclues so that any improvements that can be adopted by BEL 
with advantage are taken note of and can be considered for adoption 
with sruch modifications as may be necessary to suit the conditions 
in B.E,L. 

[Ministry of Defence O.M. No. 22(2) /71/D(BEL) dated the 
. 12th December, 1972]. 

Rec'ommendation (Serial No. 10) '-
Thf! Committee are of the view that progress in the electronics 

field depends upon how far various agencies engaged in design, de-
velopment or research in electronic field are able to pool their re-
sources and forge a common integrated programme of work. But 
this is possible only if a close coordination between three public sec-
tion undertakings viz. Bharat Electronics Ltd. Hindustan Aeronautics 
Ltd., and Electronics Corporation of India on the one hand and 
various Research Organisations universities etc. working in the 
direction of development of electronics industry in the country on 
1he other is maintained. [paragraph 3.17]. 
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Reply of Government 

Bharat Electronics Ltd. have taken note of the necessity for 
close coordination in the field of Res~arch & Development and have 

. for this purpose appointed a Research Liaison Officer who is a 
Scientist from the CSIR on deputation to the Company. Some of 
the proposals under consideration as a result of this coordination 
are the design and development of microwave tubes under the auspi-
ces of the Defence Research & Development Organisation and BEL 
including the development of microwave tubes like Klystrons mag-
netrons, Travelling Wave Tubes etc. utilising the existing facilities at 
BEL as well as the National Laboratories. It may also be mentioned 
that one of the equipment to be manufactured in BEL's Ghaziabad 
factory a Secondary Surveillance Radar which has been designed 
by the Defence Electronic Research Laboratory, Hyderabad. BEL 
have also taken the help of National Aeronautics Laboratory for the 
development projects like fibre glass antenna. BEL have also ap-
plied for an industrial licence to manufacture an electronic desk 
calculator designed in association with the Jadavpur University. 

2. This recommendation was also brought to the notice of Deptt. 
of Electronics who have indicated that coordination between the 
activities of various agencies in the field of Electronics like produc-
tion units and R&D Estabilishments including those in the private 
sector is one of the major tasks of the Electronics Commission. The 
Department of Electronics have stated that they have already 
achieved some degree of success in coordinating these efforts. 

3. The recommendation has also been brought to the notice of 
Department of Science and Technology, Mis. Hindustan Aeronau-
tics Ltd. and the Electronics Corporation of India for necessary 
action. 

[Ministry of Defence O.M. No. 22(2)/71/D(BEL) dated the 
12th December, 1972]. 

Recommendation (Serial No. 11) 

The Committee note that needs of Atomic Energy Commission 
and public undertakings on the Defence side vary considerably. 
The Commission needs highly sophisticated electronoc control ins-
truments required for research and atomic power stations. Similar-
ly Public Undertakings on Defence side manufacture equipment 
which primarily serves the needs of Defence and may have no 
direct connection with what the Atomic Energy Commission on the· 
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,Civil side might stand in need of. In view of the above reasons, 
it does not appear to be advisable to bring these organisatio~ 
under one umbrella. The Committee however, suggest to Wait for 
.the report of the Electronics Commission but in the meantime sur-· 
vey should be conducted to see what simple items of equipment 
can be coordinated and manufactured at one place with a view to 
_standardisation and to economise cost of large scale production. 
[Paragraph 3.18]. 

Reply of Government 

This recommendation has been brought to the notice of Deptt. 
of Electronics and their re.ply is reproduced below: 

"One of the tasks of the Electronics Commission is to examine 
the various public sector Electronics units. This is with a view to 
coordinate the activities of all the Public Sector Undertakings as 
also to ensure that highest possible production returns are obtained 
from each Undertaking commensurate with the investments that 
had been made there. It is also the intention to analyse produc-
tion in each of the Public Sector Units with a view to ensure that 
items of production not involving very sophisticated technology 
are framed out to anciIiary units, particularly in the small scale 
sector), accompany with transfer of know-how. Greater standardisa-
tion and coordination is aimed at to ensure that items of equipment 
which could be made in one place, and which might be used, in more 
than one area of Governmental endevour are supply to the other 
Public Sector Undertakings and institution to achieve economies 
,of mass scale production". 

[Ministry of lJefence O.M. No. 22(2)/71/D(BEL) dated the 
12th December, 1972]. 

Recommendation (Serial No. 14) 

The Committee note that the first coordinated efforts to assess 
the country's requirements in respect of electronics equipments and 
components was made by the Bhabha Committee. But they note 
with regret that it would have been better if a systematic effort 
-would have been made to see how far the projections of de-
mand made by that Committee have stood the test of time and 
proved realistic. The present system whereby each undertaking 
conducted a review of demand of its own items of manufactured 
products is perhaps not the correct way to give an overall assess-
ment. As electronics industry is a highly sophisticated and specia-
lised br;anch of engineering. the Committee feel that there is need 
10 subject the long term projection. to a periodical review by a·: 
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Standing Expert Committee. Such a Committee would naturally: 
consist of renowned Electronics Engineers, eminent EconomistS' 
and representatives of trade, industry etc. so that reviews submitted. 
to Government were realistic and could be reliable basis for ad--
vance planning. [Paragraph 5.10]. 

Reply of Government 

This recommendation has been brought to the notice of Deptt... 
of Electronics and their reply is reproduced below: 

"One of the tasks before the Electronics Commission is to make· 
an overall assessment of the immediate and future requirement 
over the next 5-10 years in all the sectors of Electronics including 
equipments, components and materials. The Electronic Commis-
sion has already set up an Information Planning & Analysis Group 
which is wholly a body of technical personnel (in the areas of· 
statistical systems analysis, operations, research ancl specialised 
areas of electronics) and which periodically obtains the assistance 
of important electronics engineers, economists and representatives 
of Trade and Industry, to review the perspective plan. Additional-
ly, the Department of Electronics has been setting up expert Techni-
cal Panels which also provide inputs for such perspective planning. 
It is, therefore, intended 'to set up a National Advisory Body for 
Electronics consisting of representatives of different Government 
organisations, Institutions and Professional Bodies, Universities and 
UTs and industry to advise on the development of Electronics as a· 
whole". 

[Ministry of Defence O.M. No. 22(2)/71/D(BEL) dated the 12th 
December, 1972]. 

Recommendation (Serial No. 15) 

The Committee have noted with satisfaction the fact that the· 
value of production in BEL has increased from year to year and 
from Rs. 926.74 lakhs in 1965-66 to Rs. 2,411.26 lakhs in 1969-70t · 

an increase of 160 per cent in the period of five years. The Com-
mittee, however, hope that this record of achievement will be main-
tained and improved in future so as to attain self-reliance and self 
sufficiency at an early date in the crucial field of electronics for· 
Defence and Industry. [Paragraph 5.18]. 

Reply of Government 

The Committee's exhortation for maintaining and Improving the· 
Company's record of achievements has been noted by Bharat Elec-
tronics Limited. During the year 1971-72, the production or 
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Bharat Electronics Ltd. is estimated as about Rs. 32 crores and th~ 
Company's programme for 1972-73 envisages a production target 
of the order of Rs. 44 crores. 

[Ministry of Defence O.M. No. 22(2)/71/D(BEL) dated the 
12th December, 1972]. 

Recommendation (Serial No. 17) 

The Committee are also surprised at the way the production ot 
tubulars was taken up by the undertaking. The Company produced 
8,33,833 tubulars upto 1966-67 at a cost of Rs. 3,26,757/-. Out of these 
6,27,980 tubulars had been sold for Rs. 0.50 lakhs and the balance 
5853 numbers were utilised by the Company. BEL thus incurred. a 
loss of as. 2.75 lakhs on this venture. The BEL charactarised the en-
tire expenditure as developmental in nature, a view point which 
the Committee is not in a position to accept. This is not all. When 
BEL changed the process of disc type of capacitors for mass produc-
tion items like Plant and Machinery, tools. raw materials etc. of the 
value of Rs. 1.47 lakhs became surplus. This amount had to the writ-
ten off. The Committee are not able to appreciate why the research 
on tubulars, capacitors was not continued in a coordinated manner 
by NFL/BEL so as to achieve a break-through at the earliest and' 
also reduce developmental expenditure. The Committee hope that 
BEL would make a thorough analysis of demand and ocst of pro-
duction before undertaking manufacture of any new items to avoid 
recurrence of such losses in future.(Paragraph 5.34). 

Reply of Government 

BEL decided to give up to further development and production· 
of tubulars since it was found that some of the Company's competi-
tors like Messrs. Philips had superior technology and that the pro-
ducts that could be turned out by employing the technology that was, 
available with BEL would find it difficult to compete with the supe-
rior products in the market. There was, therefore, no point in con-
tinuing with an investment that was not likely to yield optimum 
results but on the contrary would have resulted in products which 

, would not be sold and hence would have only contributed to greater 
loss. On the other hand, in regard to disc and plaquette types, BEL 
had an advantage over other units. In the field of competitive pro-
dUction, the Management should have the freedom of changing de-
cisions so as to maintain leadership in the chosen field. 

2. As regards write-off of the investment to the extent of Rs. 1.47 
lakhs on plant and machinery, tools and raw materials. etc., on' 
account of the changeover respect, of the disc types from the NFL. 
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.technology to CSF. know-how, the technology of Messrs. CSF was 
a,dopted with a vi~w to t.cilitate mus production for achieving eco-
nomic product:on. Wherever new processes or technologies are adop-
ted in the lager interests of economic production, the contingency 
of some plant and machinery and other items used under the old 
processes or technology becoming surplus has to be recognised. 
Government, however, accept the Committee's recommendation that 
BEL should make::> thorough assessment of the demand. and cost 
of production before· undertaking manufacture of new items to 
minimise such losses in future and the Company has been advised 
accordingly vide the enclosed copy of the Ministry of Defence ll'>tter 
No. F. 22(2)/71/D(BEL)/PC, 17 dated 16-5-1972. (Appendix II). 

[Ministry of Defence O.M. No. 22(2)/71/D(BEL) dated the 
12th December, 1972]. 

Recommendation (Serial No. 18) 

The Committee recommend that the present product.;.mix of 
Bharat Electronics Limited should be kept under constant watch 
and changes made as and when variations of demand and consumers 
preferences arise or are likely to arise Special care should be taken 
by BEL to meet the requirements of components of small scale manu-
facturers of electronic equipments meant for entertainment pur-
poses. BEL should also develop capacity and keep pace with expend-
ing requirements of components for TV, Computers etc. [Paragraph 
5.37.1 

Reply of Government 

The recommendation of the Committee. has been noted by BEL. 
The Company keeps a constant watch over the product-mix and 
appropriate changes are considered, as and when necessary, in the 
light of consumer preference and changes in technology, Consistent-
ly with the need meet the requirements of Defence Services and 
other Government departments in respect of professional equip-
ments, the Company is taking action to progressive expand its pro-
duction base in respect of production of components to meet the 
needs of the industry. Certain special measures for the benefit of the 
small scale manufacturers have also been taken by BEL. These 

.are:-

(i) Establishment of a Regional Sales Depot in Delhi for the 
supply of components required by the small scale manu-
facturers in the Delhi region and introduction of a "direct: 
indenting system" to cover the other areas. 
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(U) appointment of 11 Distributors aU over India to supply 
the requirements of component to small scale industry 
as also the large scale manufacturers. 

(iii) provision of facilities for giving advice to the Small Scale 
manufacturers on' the use of. BEL components through the 
Application Laboratories established at Delhi and Banga-
lore. 

2. All out efforts are also being made by the Comparly to keep 
pace with the expanding requirements of components for TV and 

. Computers, etc. 

[Ministry of Defence O.M. No. 22'(2)/71/D(BEL) dated the 
12th December, 1972]. 

RecommeadatioD (Serial No. 19). 

Consultation with users can go a long way to undertaking pers-
pective long term planning. Every effort should be make by BEL to 
obtain from users firm orders on a long-term basis ~ avoid the possi-
bility of unplanned and uneconomic production. The Committee, 
therefore, recomtnend that Bharat Electronics Ltd. should develop 
closer liaison with users. BEL should also arrange to carry out de-
mand survey from time to time so as to gear up their manufacturing 
programme .to meet anticipated requirements. [Paragraph 5.39]. 

Reply of Government 

The need for keeping close liaison with the users with a view 
to ensure long term planning has been accepted by BEL. BEL keep 
close liaison with the users with view to ascertain their requirements 
well in advance. As far as the Defence Indentors are concerned, a 
system of five years' projection has been evolved to indicate long-
term requirements of Defence users and these projections are re-
viewed every year. Besides. instructions have also been issued to 
Defence indentors vide the copy (reproduced below) of Ministry of 
Def. u.o. No. 7(3'8) j69/D(FA&P) dated 8-1-1970, to place their firm 
orders on Public Sector Undertakings for a three year period, the 
indents being made available to the public sector undertakings 9 to 
12 months ahead of this period. -'With regard to other users like 
A.l.R. Ministry of 'Home Affairs. etc. BEL tries to secure their re-
-quirements also in advance. 

[Mini$try of Defence O.M. No. 22 (2) j71/D(BEL) dated the 
12th December, 1972]. 



20 

MINISTRY OF DEFENCE 
D(BEL) 

SUBJIlCT:-Procedure for placing orders on Public Sector Undertak
ings by the Defence Services. 

In supersession of Ministry of Defence U.O. No. F. 7 (38)-69/D· 
(FA&P), dated 7-1-1970, the following is issued-

Under the present procedure demands on DGOF are allowed 
to be placed by the Services 9 to 12 months ahead of the commence-
ment of a three year period. This provides DGOF with a total indi-
cation of requirements of the Defence Services for an overall period 
of four years. It has been found necessary to adopt this procedure 
in order to enable proper production planning being undertaken and 
to derive the best advantages from such planning. 

2. Wither to this procedure was not fully applicable to indents 
being placed by the Defence Services directly on the Public Sector 
Undertakings. In the absence of long terms orders, the Public Sec-
tor Undertakings are unable to undertake proper long term plann-
ing. Taking into account the fact that a number of components and 
raw materials etc. have to be imported by them for manufacture of 
the major items and the lead time for these had been increased, the 
need for placing firm orders on Public Sector Un.dertakings, on the 
same baSis as on the Ordnance FactOries, has been accepted and it 
has been decided, in consultation with the Ministry of Finance (De-
fence), that with immediate effect, Defence Services should place 
firm orders for items required by them on public sector undertakings-
for a three year period, the indents being made available to the 
Public Sector Undertakings 9 to 12 months ahead of this period. As 
an example, firm orders should be placed by 31st March, 1970 for 
the three year period 1971-72, 1972-73 and 1973-74 by the Defence 
Services on all Public Sector Undertakings. Orders for the year 1970-
71 would have been placed earU-. 

3. It is requested that action may please be taken in accordance· 
with this decision. It is also requested that a confirmation may be-
proYided in the first week of April, 1970 to the Director of Planning: 
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• 

that demands of the Defence Services for the Defence Plan period 
have been placed on these Undertakings. 

Sdl-S. Krishnaswami 

Joint Secretary (P&C) 
JS(Q) JS(A) (JS(N) 
M. of D. U.o. No. 7(38)-69/D(FA&P) dated 8-1-70. 
Copy to:-

SO to Defence Secretary, 
PS to Secretary (DP). 
FA (DS) 
Addl. Secretary. 
MGO; ADM/COM. 

Recommendation (Serial No. 22). . 
Research and Development is an activity which is vital for heal-

thy growth of Electronics Industry in India. The Committee are of 
the view that· success of any reserach proiect does not depend on 
how much expenditure is incurred on it but the performance of 
specific tasks related to production and solution of practical pro-
blems posed by the industry. The Committee, therefore recommend 
that there should be close coordination between the production and 
research wings of the industry so that problems of crucial importan-
ce are tackled in a concerted manners. 

The Committee wish to stress that Research and Development of 
BEL should work in close co-ordination with CSIR and other related 
research laboratories in the country so that a coordinated approach 
can hasten the achievement of self-reliance in technology, obviate un-
w:tting duplication of research effort, reduce cost of production and 
above aIT, lay a sound technological base for the electronic industry 
in India. (Paragraph 7.14 & 7.15). 

Reply of Government . 
One of the important tasks on which the Electronics Commission 

are engaged related to co-ordination of Research and Development 
activities in the field of electronics. In this context it is recognised 
that, in general, every large industrial undertaking must have its 
own R&D group which on the one hand closely relates itself to the 
production activities of the undertaking and on the other closely 
liaises with other R&D activities in the country. It can thus act as 
an effective interface. In the a·bsence of such interface, there are 
often problems for productlonising in an undertaking the R&D done 
outside. . 
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• As far. as BEL is concerned,close co-ordination already exists. 

between its Production and Research & Development Divisions. The· 
Company has also taken steps to ensure co-ordination of the activi-
ties of BEL's 'R&D wing with the R&D effert in the Defence Research 
& Development Organisation and the National Laboratories under 
the CSIR, etc. The Company has for this purpose appointed a Scien-
tist from the CSIR as Research Liason Officer on deputation basis. 
As part of these coordination efforts, development of micro-wave 
tubes like Klystrons, Magnetrons, Travelling Wave Tubes, etc. is 
proposed to be taken up under the joint auspices of BEL and the 
Electronic Research and Development Establishment of the Defence 
Research and Development Organisation, utilising the facilities at 
BEL as well as at the National Laboratories etc. BEL's new factory 
at Ghaziabad proposes to manufacture equipment known as Secon-
dary Surveill'ance Radar designed by the Defence Electronic Research 
Laboratory, Hyderabad. BEL have also applied for an Industrial Li-
cence to manufacture the electronic desk calculator which has been 
designed in association with the Jadhavpur University. The Com-
pany has also placed many development projects on the National 
Aeronautical Laboratory for fibre glass antennae, etc. 

[Ministry of Defence O.M. No. F. 22(2) j71/D (BEL) dated the 
12th December, 1972]. 

Recommendation (Serial No. 23) 

The Committee understand that an Electronics Commission has 
recently been created by the Government. The Committee feel that 
in an industry like electronics, where the pace of absolescence is 
faster than the pace for acceptance, time is the essepce of the matter. 
With the creation of the Electronics Commission by the Govern-
ment, the Commi!tee hope that a well coordinated and integrated 
programme for research and development would be evolved and 
implemented. The Committee would suggest that a perspective pIa!'} 
for research and development be drawn up for next 10-15 years. 
This plan should be reviewed every year in the l:ght of performance 
and demand projection. In particular concerted efforts should be 
made to achieve break-through in know-how and manufacture of 
electronic components of vital importance in achieving self-reliance 
in Defence Supplies and of meeting indigenously, as far as possible, 
the requirements of industry. (Paragraph 7.17). 
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Reply 01. GovernmeDt 

The recommendation was forwarded to the Department of Elec-
trollics for their comments and their reply is reproduced below: 

IIOne of the most important tasks the Electronics Commission 
is engaged on is to make a total assessment of the present 
R&D capability and the manner in which these should 
be coordinated, promoted, developed' and funded. The 
Commission intends to prepare a perspective plan for 
R&D which will be reviewed on a continuing basis. Ano-
ther important task the Commission is engaged on is the 
coordination of all eft'orts in R&D and production for the 
rapid development of electronics in vital and strategic 
areas such as Defence and Communications. The Com-
mission would also ensure that sophisticated components 
and equipments for professional use are developed and 
made in India so that the entire requirements as for 
possible are met out of indigenous production." 

[Min. of Def. OM No. F. 22(2) i71iD(BEL) dated the 12th Dc
cember, 1972.1 

Recommendation (Paragraph 27) 

As far as the components were concerned it has been stated that 
in the view of the trend in the receiver industry, the demand for 
receiving valves was expected to decline. However, on an overall 
basis components sales of the order of Rs. 6 crores to Rs. 7 cron~s 
per year for the next 2 to 3 years could be produced, which figure 
was expected to increase as soon as production of the other compo-
nent items now in planning stage was progressively taken up. 

The Committee are concerned to note that demand for Receiving 
Valves was expected to decline in the next 3 to 4 years. The Com-
mittee recommend that BEL should take aggressive sales efforts and 
if necessary, by reorganisation of the sales departments, with a view 
to secure advance orders and should determine the future pattern 
of production in BEL after a realistic demand survey. (Paragraph 
8.28 & 8.29). . 

Reply of Government 

BEL have noted the recommendation of the Committee in regard· 
to the necessity for increasing their sales eft'orts. The demand for 
Radio Valves, in particular, will depend mainly on tDe demand for 
Radio Receivers using Valves instead of transistors. However, the 
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Company is investigating the prospects of increasing the export of 
Valf/es. 

[Min. of Def. OM No. F. 22 (2) 171ID (BEL) dated the 12th Dc-
cember, 1972.1 

Recommendation (Serial No. 28) 

The Committee cannot but view with concern the outstandings 
of BEL. The Committee hope that the question of acceptance of 
prices in advance on the basis of quotations would be sorted out 
soon with the Ministry of Defence so as to facilitate settlement of 
future bills. The Committee would like BEL to systematically folloW' 
up the question of recovery of amount for equipment already sup-, 
plied to Government departments so as to recover all the outstanding 
amounts due. (Paragraph 8.38). 

Reply of Government 

The Company has reported that it is making all-out efforts to 
collect the payments so as to bring down the outstandings. The ques-
tions of pricing basis and a modified scheme of advance payments in 
respect of the equipment required to be supplied by BEL to the 
Defence Services have also been finalised in consultation with BEL 
and the Ministry of Finance (Defence). It is expected that the issue 
of these orders (Appendix In) will considerably help in reducing 
the outstanding dues of the Company. 

[Min. of Def. OM No. F. 22(2)/71/D(BEL) dated the 12th 
December,1972] . 

Recommendation (Serial No. 29). 

The Committee regret to note about the fraud perpetrated by the 
employees of BEL in the sale of Canteen coupons and recommend 
that the management of BEL should strengthen the existing mea-
sures to prevent the recurTence of such events and may adopt further 
measures in this regard, if necessary. (Paragraph 8.53). 

Reply of Government 

Bharat Electronics Limited have taken note of the Recommenda-
tion. The Company has already taken remedial measures to prevent 
recurrence of such irregularities in future. These measures are as 
under: 

(i) An Officer of the Welfare Deptt. has been put incharge 
of the canteen. 
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(11) Fasciinile signature of Personnel Manager (which is affix-
ed on the coupon) has been with drawn from the canteen 
and is now held and used by the Welfare Section itself 
by a responsible offic~r~' '. 

(iii) Details of daily sales of canteen coupons and closing stock 
is being shown in the daily cash receivable order and 
those figures are tallied daily Serial Nos. of the coupons 
are also being periodically changed. 

(iv) Daily sta~ements' are prepared to reconcile sales and re-
dapmtion of coupons. Periodically checks of records in 
respect of preparation of food stuffs and sales are also being 
conducted. 

(v) In order to avoid recirculation of redeemed canteen coup· 
ons, an additional punch has been introduced at the 
tallying stage. 

(vi) Daily canteen coupons redeeme~ are bein~ separated 
denomination wise and the same are being checked nume-
ricidly. The check of serial numbers of cantepn couplms 
is also being conducted. 

(vii) After the check and reconciliation, the used coupons are 
burnt daily in the presence of a representative from Inter-
nal Audit and the Security Deptt. 

(viii) Printing of couppnsis :qowbeing done in the BEL Indus-
trial Estate itself. As a further precaution the basic 
paper with BEL tint is also furnished by BEL instead of 
leaving to the printer. This is to safeguard against print-
ing of spurious coupons. 

2. After the introduction of the steps mentioned above,no fur-
7lber discrepancy has so far come to notiCe. 

[Ministry of Defence O.M. No. 22(2) /71/D(BEL) dated the 
. 19th December. 1972]. 

:3564 LS-3. 
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RECOMMENDATIONS WHICH THE COMMITI'EE DO NOT· 
DESIRE TO PURSUE·IN VIEW OF THE 

GOVERNMENT'S REPLIES 

RecommenclaUOIl (Serial No.3) 

Realistic assessment of the demand of products, in the opiniOD' 
of the ConunIttee, is vital for every undertaking. In the case of BE4. 
which bases its demand survey on the anticipated demands of the 
user departments as advis~ by them (those departments) in their 
agreements usessment of demand of products may not prove to be· 
completely realistic. Rapid development is taking place in the elec-
tronic industry. Actual requirements of the user departments may 
undergo a change in the future. The Committee, therefore, recom-
mend that the undertaKing should exercise, recommend that the' 
undertaking should exercise utmost caution in making their demand 
survey of products and instead of depending exclusively on the .... 
sessment made by the user departments, should evolve its own ma-
chinery for making demand survey, bearing in mind the likely de-
velopments in the electronic field in the future. [Paragraph 2.7]. 

Reply of Government 

The recommendation of the Committee regarding the need for 
careful independent market survey is accepted 80 far as the items· 
which would be consumed by the industry in general are concerned, 
i.e. electronic components or general purpose equipments or instru--
ments. However, in regard to professional electronic equtpmenta' 
used by the Defence Services or other Government Departments,. 
e.g. All India Radio, Police Forces, Railways and Communicatlon& 
the Company would necessarily have to depend on the assessment 
of the particular user departments as it would be in no position to· 
conduct any independent survey. The estimates of the user depart-
ments, in turn, are dependent on the approved Plan programmes-
and the ye~ly budgets in relation to their Departments, apart from-
special futuristic qualitative requirement. However, the Company· 
is maintaln1ng close contact and liaison with the various user de-
partments for 8acertalning theit long-tenn requirements. The future' 
designs of equipment are also discussed with the users and their" 

26 
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qualitative requirements taken into account in eonnectiOD with de-
sign and development activities of the Comp.IlY. 

(Min. of Def. OM No. F. 22(2)!71ID(BEL) dated the 12th Dee. 1972}. 

The Committee note that no individual manufacturer abroad is 
capable of manufacturing and supplying the entire range of electro--
nic equipments with facilities to user departments in India. In this 
background, the undertaking\Government had provided in the CSF 
Agreement that the Government should have the liberty to collabo-
rate with other firms. They recommend that BEL should take steps 
to obviate such a contigency in India in regard to the production of 
electronic equipments. BEL should, the Committee feel, equip itself 
in such a way that the products are not restricted in their manufac-
ture to limited type of e4uipments as in foreign countries. They hope 
that in this connectIOn, the undertaking will make full use of the 
"liberty to collaborate" with other foreign firms. They note that the 
BEL has entered into non-CSF colla,borations agreements. which is 
a step in the right direction. (Paragraph 2.8.) 

Reply of GoverDlDeDt 

The Department of Electronics whose views were invited· in the 
matter have observed as under: 

"The Department of Electronics feels concerned about thf!' 
already large sizes of the public sector electronic indus-
tries set up in India. The sizes of such units in foreign 
countries are much smaller. It should be the endeavour 
to set up in future larger number of smaller units each 
to deal with a particular area and more equitably distri-
buted throughout the country instead of manufacturing 
a wide variety of items under one administration in one 
factory. The Department of Electronics is further of the 
view that all collaboration agreements entered into should 
be subject to scrutiny by the Department of Electronics." 

The Department of Defence Production does not share the con-
cern of the Department of Electronics that the sizes of- public sector 
electrOnic industries set up· in India are already large, as compared 
to electronic industrial undertakings abroad, particularly f( the 
comparison is done with such advanced countries a8 the United 
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States of America, Germany, and Japan. ·At the same time, it may 
be impracticable to undertake -the ·manufacture of the entire range 
of ele,ctrQDic equipment required by the country in a single under-
taking. This is because the electronic industry covers a vast field 
and in the interest of specialisation as also ensuring rapid advances 
in technology and research' and development,separate units may 
have to beset up for undertaking the manufacture of equipments 
pertaining to a particular field: . Another factor which may neces-
sitate separate units is . that of special secrecy . requirements or 
strategic considerations. However, within these constraints, BEL 
are endeavouring to meet the requirements of Defence Services as 
well as other users Departments to the maximum extent possible. 

As regards the Committee's recommendation that BEL shol1ld 
make full use of the 'Uberty to collaborate' with other foreign firms, 
this will be done whenever the indigenous design and development 
capability cannot meet particular requirements and foreign collabo-
ration is found inescapable. 

The" Department of· Defence Production agree with the Depart-
ment of Electr<¥1icS th:it all future foreign collaboration proposals 
concerning electronic units should be subject to scrutiny by the 
Department of Electronics. . 

[Min. of Def. O.M. No. 22(2)/71/D(BEL) dated the 19th 
December, 19721. 

Recommendation (Serial No.6) 

According to the undertaking the saving in Foreigil Exchange 
h,as been worked out with reference to the selling price or CIF cost 
'llhichever is lower as' reduced by foreign exchange content of the 
imported i~ems. The Committee, however, notice from the Annual 
Report of the company for the years 1964-65 and 1985-66 that the 
value of produc~ion including the work-in-progress has been asses-
sed on the basis of selling prices. As the value of production so 
arrived at has been reduced to exclude the value of work-in-prog-
ress at cost, the resultant value of completed produetion represents 
the selling prices. On the basis of the data furnished to the Com-
mittee at Paras 8.10 and 8.11 of this Report it is noticed that the 
landed cost inclusive of Customs 'duty is lower than the seIling prices 
of the Company. 

: In view of the above, t~e Committee-' are unable to express any 
opinion a'n the quantum of' Foreign Exchange Claimed to have been' 
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saved by the undertaking. The Committee would, therefore, re-
commend that the Foreign· Exchange savings worked out with 
reference to the CIF costs may be furnished to them duly vetted by 
Audit. (Paragraphs 2.24 & 2.25). 

Reply of GoverDlDellt 

BEL have stated that c )mpilation of Foreign Exchange savings 
figures with reference to the CIF cost of production for all the past 
years woulq be a time consuming job, besides involving a lot of 
clerical work. The Company has pointed out that the F. E. Saving 
figures as already J:eported to the Committee on Public Undertak-
ings had been computed on a conservative basis in that the CIF cost 
or the BEL's selling price, whichever is lower, was adopted for 
working out the notional value of completed production and the 
foreign exchange savings were arrived at after deducting the 
imported content from the notional value of completed production 
thus arrived at. Since as shown separately in the Committee's Re-
port itself, BEL's selling prices for the major equipments produce~ 
by the Company are lower than the CIF prices of Corresponding 
imported equipments, ladoption of the CIF prices for the purpose of 
determining the foreign exchange savings would, in fact present a 
picture even more favourable to BEL. However, the savings in 
Foreign Exchange based upon CIF prices for the last five years have 
been computed by the Company and are furnished below:-

Year 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Completed Production F.B. 
e 

As reported Now 
earlier ~ven 

based on 
CIF COlt 

(Rupees in laths) 

F.B. Savings 

As reported Now 
previously liven 

Nsed on 
ClF Cost 

-------- --------.-----------

2253 
@ 

@ 

2334 
2617 

3046 

3529 

562 

694 

727 

805 

853 

1096 1419 

1244 1640 

1530 1890 
@ 2241 
@ :(7 

@Data not include:! in the Com·nittee's Report. 

The following basis has been adopted in working out the foreign 
exchange savings:-

(a) CIF Cost wherever available as reduced by Foreign 
Exchange spent on materials Imported. 
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(b) BEL's selling p1'ice, where elF prices are not available, 
as reduced by the foreign. exchange spent on materw5 
including customs duty paid. 

2. Incidentally, it is pointed out that according to the data repro-
duced in para 8.10 of the CODlmittet!'s Report, the selling prices of 
BEL for Receiving Valves are lower than the landed cost of cor-
responding imported valves. It is only in the case of Germanium 
and Silicon Semi-conductors and Transmitting Valves that BEL's 
selling prices effective from 1-3-1969 were higher than the prices 
of imported semi-conductors and transmitting tubes. 
{Min. ol Def. O.M. No. 22(2)J71D(BEL) dated the 10th January, 

1973]. 
Beeommfllldatian (Serial No.7) 

The Comm1ttee find that pereen~age of foreign exchange content 
of campleted production has !been: on the rising side.ComparetI to 
slight improvement (fall by 3 per cent) but compared to 1966-67, 
The Committee are unable tc1 locate the exact reasons for such 
progressive in<;rease in foreign' exchange content in their products 
instead of their. reduction. . 

However,' the Committee note that in 1969-70 the percentage 
. content of foreigh exchange' in completed production has shown 
slight imProvement {fall by 3 per cent) but. compared to 1966-67, 
foreign exchange content still remains high. Stressing the need for 
attaining self-reliance as soon as practicable, the Committee urge 
on the BEL to study thi~ aspect -of their performance and take effec-
tive remedial measures to reduce their dependence on imported 
components in this vital industry. (Paragraph 2.2'6). 

Reply of Government 
The main reason for the increase in the foreign exchange content 

in the yelir 1968-69 compared to 1966-67 is devaluation of the Indian 
rupee by 57.5 per cent. This resulted in higher money values being 
paid for the imported components and raw materials in that Bharat 
Electronics had to pay 57.5 per cent more in the year 1968-69 for 
the imported items as compared to 1966-87. On the other hand, 
BEL's selling prices were not increased in the same proportion. It 
is because of this that the percentage of foreign exchange content in 
terms of monetary expenditure showed an increase in 1968-69 over 
the percentage for the year 1966-67. 

However, from the year 1969-70, the percentage of foreign ex-
change content to the value of completed production has recorded 

The reply of Government to recommendation. ~t S1. No. 6 has not 
been finally vetted by Audit. I 
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;;a downward tr~nd as could be seen from the table below becauae 
·of increasing indigentsation efforts;-

Year 

t968-69 

~"fi9-70 

~f70-7I 

(Rupees in LUha) 
---------

Completed 
Prodw;aon 

1954 '00 

,uS3'00 

28Q6'OO 

Foreign Bxchange Percentage or 
content F.E. 

694'00 35% 

71.7'00 32% 

805'00 39% 
-------------

OOnistry of Defence O. M. No. 22(2)/71/D(BEL) dated the 
12th December, 19721. 

aeoomnae~datiOD (Serial No. U) 

· . . It will be seen from the statement at para 4.6 of this Report that 
~ th~ actual production and planned production in almost all the cases 
• was far below the instaned capacity. The Committee view with. 
concern the wide gap between the installed capacity and the actual 
production. The low production not only means loss to the Under-
taking but also results in high cost of production. The Committee 
could get no . proper explanation for low production of these items. 
They desire that the Company should keep a constant watch over 
~e produ.ction and sustained efforts should be made to achieve the 
installed capacity. (Par.aph 4.7). 

Reply of GovernmeDt 

Bbarat Electronics have noted the recommendation that a con-
· tinuous review ,should be made of the production in the field of the 
.alves, semi-conductors, capacitors etc. It might, however, be stated 

,that during the period diseussed in the recommendation the gap 
· between installed ~apacity and planned actual production was mainly 
·due to the market condition being sluggish. The anticipated growth 
rate of radio receiving industry which is the main market for these 

. -products, did not materialise as anticipated and there were also other 
private units manufacturing the same produc1'$ in the field. It might 
further be stated that installed capacity is meant for catering to anti-
cipated market demand as it may be expected to stabilise over a 
period but the actual production will have to be adjusted to the 
'Dluket condittons. However, the ·gap between act1.l,,1 production and 
the installed capacity has been considerably nan'Owed down in the 
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years 1970-71 and 1971-72 in respect' of some of the items as can be' 
seen from the "enclosed Appendix IV. 

[Ministry of Defence OM No. F 22(2)171ID(BEL) dated the 19th 
December, 1972]. 

Recommendation (Serial No. 16) 

The Committee find that the BEL had entered into an agree--
ment with CSF (French Collaborators) in 1952 which also covered 
inter alia manufacture of ceramic capacitors. On 1st April 1910.-
BEL entered into another agreement with NRDC/NPL for a period 
of 14 years for the manufacture of ceramic capacitors in their 
factory. SubsequenUy, BEL curtailed this agreement with NRDC' 
from 14 years to 10 years. 

The Committee note that the undertaking changed the process of· 
manufacture of disc type of capacitors which they were following OIl 
the NRDC/NPL know-how as that process was found by the under-
taking (BEL) to be expensive a·nd labour intensive. Moreover, the· 
technical know~ow for the manufacture of not oniy disc type of 
capacitors but also of plaquettes, tubulars, the trimmers types of" 
capaCitors prompted the undertaking to seek the assistance of Its' 
collaborators CSF (French Firm). 

The Committee note that in 1965, the BEL decided to go in for-
foreign collaboration for manufacture of tubulars and trimmers and' 
started their actual production in February 1966, whereas according 
to the National Physical Laboratories, the Laboratory was able to .. 
develop by end of 1965 "trimmers bases which were acceptable to the·, 
industry". 

The lack of understanding and report between BEL and National" 
Physical Laboratory would be clear from the statement of National' 
Physical Laboratory to the Committee that "since BEL had made' 
preliminary moves in getting into collaboration agreement' with a 
foreign form, NPL did not find it necessary to pass on the know-how 
for trimmer bases to BEL", while the BEL have stated in the note· 
to the Committee that "BEL understand that a few firms have been 
licensed to manufacture Ceramic Capacitors with the NPL know-
how but do not however, have infounation whether the parties so· 
licensed have started production". 

The Committee depreciate strongly this lack of ooordinaUioD 
between NPL and BEL both of which are financed' from Govern-
ment funds. The Committee consider that NFL shouldbave speci-
fically brought to the notices of BEL the process for manufacture of-
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trimmers an tubular capacitors as $oon 8S they had developed it for 
commercial exploitation and that BEL should hav~ on its own also 
kept track of investigation and research being continued at National 
Physical Laboratory so as to avail of the indigenous know-how as 
soon as it came upto the mark, in preference to the foreign collabo-
ration. 

The Committee urge that there should be a very close coopera-
tion between National Physical Laboratories (NPL) , Central Elec-· 
tronics and Engineering Institute etc. under CSIR and BEL and 
similar undertakings in the matter of Research and Development .. 
The Committee are of the view that the purpose should be to attain 
self-reliance at the earliest avai18.Jble opportunity and the import of 
technical know-how on items of technology where indi-genous Know-
how and expertise is available should be avoided. [paragraphs 5.28 
to 5.33]. 

Reply of Governmeat 

The Committee's observations can be divided into two parts i.e. 
(i) relating to disc capacitors and (ti) relating to tubular. and' 
trimmers. 

2. As regards disc capacitors, BEL had taken up NPL technology 
with a view to encourage indigenous research et!ort and continued 
with it so long as the market requirements were relatively small 
and could be catered to by adopting the NPL technology. But when 
there was a very big increase in demand, BEL found it necessary 
to utilise the C.S.F. technology (for which enabling provision already 
existed in their original collaboration agreement of 1952), as the' 
NPL technology was labour intensive and could not be utilised fOlI' 
mass production. NPL had also not taken up design of automa.tic' 
production equipment vitally necessary for mass production methods. 

3. As regards tubulars and trimmers, BEL had undertaken some· 
production of tubulars on a pilot-run basis, with their own et!orts 
but this was soon given up when BEL discovered that there was no 
adequate market for these and that Mjs. Philips with their automatic 
machinery and superior technology enjoyed advantage. BEL at no 
time took up the production of tubulars and trimmers with foreign 
technology, in preference to NPL know-how. 

4. BEL has, nevertheless, noted the necessity for close coordina-
tion between the research laboratories like NPL and others for pro-
ductionising indigenously developed items. The Company has 
appointed a Research Liaison Officer on deputation from the C.S.I.R. 
for this purpose. 
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5. The Deptt .• of Eleetronics is also seiled of the problem of co-
«dination and have expreased themselves to be in full agreement 
with the need of greater understanding, coordination and eoopera-
110D between various agencies engaged in research and cl8velopment 
.and production, all of which are supported b'y public funds. 

Note:-The above reply has not vetted by the Audit. 

(Mini&try of Defence O.M. No. 22(2)/71/D(BEL) dated the 10th 
January, 1973.] 

Recommendation (Serial No. 20) 

The Committee note with concern that the cost of production of 
most of the components manufactured at BEL has increased consi-
derably in 1969-70 as compared to their cost of production in 1966-67. 
The cost of production has risen by more than 25 per cent during the 
aforementioned period, e.g., the cost of prod.uction of receiving valves 
EZ 80 has increased by 25.4 per cent, EBC si by 20.96 per cent, UF 89, 
by 32.57 per cent, UCH 61 by 29.7 per cent, EL 84 by 38.46 per cent 

. and Eel.. 82 by 31.23 per cent. Even the cost of production of BEL 
100 type transmitting tubes has increased from Rs. 257.42 per piece 
in 1967-68 to Rs. 519.17 per piece in 1968-69, i.e. by 101.68 per cent. 
nte Committee recommend that the reasons for. thia increase in the 
cost of projuction maty be gone into and the remedial steps be taken 
to arrest this trend. [paragraph 5.41]. 

Reply of· Gevern .... t 

Production cost in 1966-67, and to some extent in 1967-68, were 
based on materials produced in 1965-66; prior to devaluation. Between 
the years 1966-67 and 1969-70, the following factors, contributed to 
the increase in the cost of production:-

(a) Imported materials becoming dea!l'er because of devalua-
tion of the Rupee by 57.5 per cent, apart from normal price 
increases abroad since 1965-66, and increase in customs duty 
levies. 

(b) Increase in the price level of indigenous materials within 
the country and impact of increased excise duty levies on 
industrial materials etc. 

(c) Upward revision in the Wage, Structure and increases in 
rates of dearness allowance, registering an increase of 
35 per cent in the average wage rates between 1966-67 and 
1969-70. 



35 

(d) Increased rates of depreciation in respect of the produc-
tion equipments for Receiving Valves and Germanium 
Semiconductors. The rates of depreciation we~ inereased 
on consideration of possibilities of accelerated obeole&Cence 
of the machinery or the products being superseded by ofher 
types. 

2. BEL are keeping constant vigil over the cost of production and 
the Company have taken the following remedial steps for reducing 
"the eost of production of components:-

(i) Establishment of a Laboratory for purification of used 
chemicals for making them fit .for reuse. 

(ii) Establishment of alternative sources of supply of raw 
materials at' reduced cost. 

(iii) Effecting changes in the processes so as to reduce cost. This 
has been effected in areas such as "Bulb coating", "Base 
Spraying" and "Base bending". 

(iv) Establishment of facilities for recovery of metal from the 
waste e.g., recovery of silver from' used silver oxide and 
recovery of Germanium Di-oxide from the sludge in the 
manufacture of Germanium Semiconductors. 

(v) Establishment of facilities· for production of seoveral types 
of gases used in the manufacture of components thus 
reducing the total cost. 

(vi) Continuous work study of all processes. Recently such a 
study was conducted. in respect of packing and packaging 
methods for Valves and Semiconductors which has resulted 
in cost savings })y reducing the packaging. 

S. Incidentally, the COIl'rect cost of production of BEL-100 type 
Transmitting Tube during 1968-69 was Rs. 399.36 and not Ri. 519.17 as 
given earlier by the Company, due to an error which is regretted. 
The inCTease in the cost of production in 1968-69 in respect of this 
item, in comparison to 196748 will work out to 55.5 per cent as against 
101.68 per cent based on Rs. ~19.17 and indicated in the Report of ' 
the Committee on Public Undertakings. 

[Ministry of Defence OM No. 22 (2) /71/D (BEL), dated the 10th 
. January, 1973.] 

Note:-The above reply has not been vetted by Audit. 
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. BeeommeDdatioD (Serial· No. 21) 

The C9mmittee regret that percentage of rejection of Germanium 
. Semiconductors is on the increase. FOr example percentage of' 
rejection of OA 79/72 has increased from 16.17 per cent in 1968-69' 
to 23.84 per cent in 1969-70, that of OA 85/81 Diode from 16.03 per' 
cent in 1968-69 to 32.58 per cent in 1969-70. Similarly, percentage· 
tejection of AC ,127, AC 132 and AC 187, Transistors has gone up 
from 22.83, 19.61 and 19.02 in 1968-69 to 38.59, 30.99 and 36.27 res-
pectively in 1969-70. Though Bharat Electronics Ltd. claim that these 
percentage rejections are "within the limits normally encountered by 
ma·nufacturers abroad", they have not given precise details of such 
limits. It is, however, evident that the percentage of rejections in 
1969-70 has shown a rising trend. The Committee recommend that 
Management of Bharat Electronics ~td., should make concerted 
efforts to arrest this disturbing trend by putting the present arrange-
ments for quality contJ'ol in their enterprises on a sound footing. 
[paragraph 6.6]. 

Reply of GoVerDllleDt 

The main causes for an increasing trend in the rejection percent-
ages of certain types of Germanium Semiconductors during 1969-70' 
are indicated below:-

(a) Diode OA 72/78, OA 81/85 

In order to meet the increased demand of diodes it was necessary 
to employ an automatic diode sealing machine which has a capacity 
of nearly double that of all the hand operated machines used earlier' 
(There are 8 hand operated machines being used). On the hand-
machine each diode could be individually controlled a~ hence rejec-
tion percentage could be kept low. However in the automatic the-
diodes cannot be individually controlled and as a result the rejection 
rates, of both components and final product, are considerably higher. 
It may be mentioned that one automatic machine employing 3 'Persons 
has the same capacity as 16 hand mills requiring 16 operators. 
But even though rejection percentages are higher by 10-12 per cent 
the production cost remains low and increase in wages and in the' 
prices of raw materials and components etc. have not increased the-
production cost which has remained steady. 

(b) AC 127/187 

Prior to 1969-70, the production quantities of these types were' 
comparatively lower (1.76 lakhs and 0.43 lakhs) for which imported 
semi-finished assemblies were used. During 6~f10 and 70(11, the-
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productionftgures were 6.72 lakhs and 18.1 hikhs 'for AC 127,- and 
'0.51 lakhs and 6.2 lakhs for AC 187. FOr this, the components imd 
semi-finished assemblies (crystals ~nd alloyed tab soldered crystals 
were produced locally for the first time. Since. these processes took 

.some time for a stabilisation, the overall yield was effected adversely. 

(c) AC 132: 

For' this type, earlier B.E.L. had used imported "pulled" crystals 
which give a better yield compared to the crystals made by the then 

. existing methods of zone levelling. Even though B.E.L. have instal-
led the crystal puller in 1968, the Company had considerable stocks 

-of! "levelled" crystals which had Ito be used up, thus resulting in 
lower efficiencies. 

In general, it may be mentioned that the efficiencies of different 
types transistors were also affected adversely due to induction of 
new hands for increased production, and progressive il1digenisation 
programme which tends to introduce process variations. Further; the 
. .average yields of such mass manufactured components are also 
governed by various technological problems and variations in quality 
of the different chemicals, gases etc. used. 

2. Taking into account all the relevant factors and their vast 
·experience in the field, B.E.L.'s Technical Collaborators, M/s. Philips 
of Holland. have indicated in general the average yields of different 
types of Germanium devices as follows:-

Diodes (OA 72/79) • 70 percent 

High frequency Tranaistors (e.g. AF 114) • 65 t. 

Low frequency Transistors (e.g. AC 127(1321187) 60 " 
The efficienCies obtained in BEL are much higher compared to these 
figures. That is why the rejection percentagt;! in B.E.L. are con-
sidered to be within the limits normally enc~untered ahroad. How-
ever, despite the several technological problems encountered in the 
manufacture of Semiconductor Devices. constant efforts are being 
made by B.E.L. to reach optimum yields. The rejection rates of the 
.-Qifferent types of Germanium devices in question over the last four 
years are given below for comparison. It can be seen that in the 

.case of Diodes where the unit selling prices are considerably lower 
compared to those of transistors, the rejection rates havebeell brought 
to a steady level (within reasonable limits). Further improvement 
in this is limited due to reasons menijoned in para 1 (a) ,As .regards 
AC 127/132/187 where the rejection, rates have a mOre : SignI1icant 
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impact due to their higher selling prices, there is a marked deere .. · 
ing trend in the rejection ratel:-

OA72./79 

OA81/8S 

ACta7 
AC 13;& 
AC 187 

Rejec'ion Percentaae 

1968-69 69-70 70-71 

16' 17 23'84 2.7'37 

16'03 32.'S8 33'64 

:a2' 83 ~8'S9 20,82 
19'61 30'99 31' S8 
19'02 36'2.7 20'66 ---

Unit Remarks 
71-72 sel", 

Price 
28'39 1'151 Automatic diode nfll iD_ 

0'85 troduced in 1969-70. 
31'97 l'lsl Only small quantities 

1'4 are produced te meet. 
special requirements. 

17'36 a'as 
as'81 a'4O 
29'90 a'so 

[Ministry of Defence O.M. No. 22 (2)/71/D(BEL) dated the-
10th January, 1973.} 

Recommendation (Serial No. M) 
The Committee note that decline in the percentage of profit as 

compared with the volume of sales for the year 1967-68 and 1968-69 
was not due to increase in cost of prcduction only .. If profitability 
of BEL go down in spite of growing volume of sales, it is a develop-
ment which hal to be viewed with concern, what be the reasons 
for such a development. The Committee hope that BEL· would be 
able to arrest this disturbing trend soon by giving a better return' 
on the investment made. [para-graph 8.6]. 

Reply of Govern ..... t 
The decline in the profit-before-tax during 1968-69 as compared 

to 1967-68 is mainly accounted for by the following factors: 
(i) A large volume, representing Rs. 531.10 laklis of the sales 

during 1968-69 comprised items purchased for resale on' 
which the Company did not have a good margin of profit; 

(ii) The price reduction effected for the transistor amounting 
to Rs. 65.0 lakhs; and 

(iii) An amount of Rs. 158 lakhs was included in the saleS' 
amount towards Excise Duty. 

If adjustments are made for these factors, the percentage of profit 
in 1968-69 is ahnost equal to the percentage attained "in 1967-68. The-
details are indicated below: 

(Rupees in lakbs) 
I. (I) Sales 

(b) Le •• excise duty element 
(c) SIlo valueexclulive of n:cise duty element 

(II) (I) ProAt· • . • • • . • . 
(b) Add: Benefit palled on to CUltomen through price 

re4actiou on tnnaiators : • . • • • . 

(c) MjUlted profit Without price Yedacden 
(Ill) '-rceDl ... 0 Proiit to i.t. II (c) to I (c) 

2.7°0'00 
IS8'oo 

2542-00 
434'24 

6S'00 

499'34 
19,6% 
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2. It may 8110 be mentioned that the Company" performuace bt 
the matter of ratio ot praftt before tax to sales subsequent to 1-.. 
has recorded CODSiderable improvement as would be seen from the 
following figures: 

------.. --.-.---... ---

Sales 

Profit before tax 

Percentage of Profit before tax to sale: 
. 

(Rupees in lakhs) 

Z700'OO Z471'06 2634'73. 

434'24 4Z6'76 520'79 

16'08 17'z7 19'77 

[Ministry of Defence O.M. No. 22(2) /71/D(BEL) dated the 12th 
December, 1972.] 

RecolDDleadation (Serial No. ZI) 

The Committee reiterate that BEL should take urgent steps to 
introduce standard costing so that performance could be watched 
against standards. If BEL still face certain accounting diftlculties .. 
in this connection the matter should be thrashed out in consultation 
with accoumts and Audit authorities. [paragraph 8.18]. 

Reply of GoverlllBent 

Introduction of Standard Costing in BEL involves certain practi-
cal difficulties (rather than accounting difficulties) in view of the 
varying product-mix as also continuous fluctuations in regard to 
the cost of raw materials and components as well as wage rates, 
particularly in the context of progressive indlgenisation. In vieW 
of the large variety of item~ going into the manufacture of electronic' 
equipment and components, fixation of standards costs and their 
frequent review will throw up considerable work necessitating addi-
tional manpower as BEL does not at present have a computer. In 
this situation, only some products, especially in the Company's 
Components Division, which are repetitive in nature and where . 
maximum phased development has more or less been achieved, 
could be considered for standard costing at present, Accordingly, 
in deference to the Committee's recommendation, BEL intends to 
m'lke a start to set up standard costs in monetary terms for Receiv-
ing Valves and Germanium Semi-conductors from April, 1913. The· 
intervening period is required for carrying out .the preparatory 
ground work e.g. fixing of the standard cost for each item for a 
large variety of raw materials and components,. standard laboUl" 
costs and determination of budgeted manufacturing expenses and 
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,ov.erheads in respect of each production and service cost centre, etc. 
After· watching the. actual working of the Standard Costing System 
in respect of the above-mentioned two items for some time and 
assessing the benefits thereof the question of extending the 

.application of this system to other items will be considered. By 
that time, BEL also hopes to acquire a Computer facility. 

f [Ministry of Defence O.M. No. F. 22(2) /71/D(BEL) dated the 12th 
December, 1972.] 

RecommendatioD (Serial No. 38) 

The Committee are happy to note that the Government have 
recognised the urgent need for development of Electronics Industry 
in this country and have set up the Electronics Commission. The 
Electronics Commission has been asked to "review the entire field 

·of Electronics With regard to research, development and industrial 
·operations with full authority to formulate policy in this field and 
to direct implementation on sound technical and economic prinCiples 

·of all measures, both promotional and regulatory, that are necessary 
,for the country to attain self-reliance in the shortest possible time 
and in the best possible manner. 

As pointed out earlier in this report, there is '1.eed for making 
intensified efforts for achieving self-reliance in Electronics. The 
Committee have no doubt that the Electronics Commission would 
take special note of recommendation made at the National Confer-
ence on Electronics held in Bombay in March, 1970 and would take 
concerted measures to promote self-reliance in the industry, in order 
to meet not only the requirements of all strategic sections within 
the country but also to develop export potential in this promising 
~rea. The Committee also suggest that the Electronics Commission 
should draw up a perspective plan for the Electronics indu~try in 
the light of all relevant developments since the Bhabha Committee 
Report was submitted and have a system of continuously reviewing 
the trends in demand and production so as to . extend in concrete 
terms e.very help to the development of Electronics Industry within 
the country. A ye'irly repox:t on the achievements in the Electronics 
~dustry should be presented in time to rar1ia~e~t. so tnat the 
matter r.eceive continuous attention at the highest lev,el. [Para-

o graphs 9.~2 & . 9.23]. . . 
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Reply of Government 

The recommendation was forwarded to the Department of Elec-
.conics for their comments and their reply is reproduced below:-

"The Electronics Commission has already set out a number 
of important tasks to be undertaken on a most immediate 
basis. The Commission is taking into account the recom-
mendation of the Bhabha Committee, the discussions in 
the National Conference on Electronics held in Bombay 
in March 1970 and the modern developments in electronics 
in the worldJ, together with the growing demands in 
electronics in various fields in the country; and it is the 
objective of the Commission to achieve self-reliance in 
the shortest possible time so that not only are all the 
needs of the country met but the export potential is also 
fully exploited. The Electronics Commission, in this con-
text is assessing the existing export efforts and the steps 
necessary to promote exports sUi:h iii!: ir.:cpntives, simpli-
fication of pIOcedures, and the setting up of wholly export 
()riented industries including operations such as Free Trade 
Zones. The Commission is engaged in the preparation 
()f a perspective plan which will be continuously review-
ai. Every year the progress of the electronics industrY 
in all its aspects would be assessed and presented in the 
Annual Report of the Department of Electronics which 
will be placed before the House. The Commission is also 
undertaking to set up a high level Natinnal Advisory &dy 
consisting of experts from all sectors of Electronics whose 
advice will be available in achieving all these important 
tasks." 

[Ministry of Defence O.~. No. 22(2) f71/D(BEL) dated the 19th 
December, 1972]. 

:a64 L. S.-4 



CHAP'f" IV 
'RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF· 

GOvERNMENT HAVE NOT BEEN ACCEPTED BY THE: 
COMMITTEE 

Recommendations (SeriaJ No. 13) 

The Committee note the view point of the management that. 
the plant was working to its full capacity but BEL may try to bring 
in full capacity of its Equipments r>iviSion also. As mentioned in 
para 4.11, overall utilisation of productive machines in the equip-
ment division had been 72 per cent of the available capacity in 
1969-70 on the basis of two eight hour shifts. It is, therefore, evi-
dent that all the units of the plant were not working to their rated· 
capacity. 

The Committee think fuM: the rated capac+ty of the plant should 
be fixed in terms of physical output as the value of produtcion was 
liable to change. If the ra~d capacity of the Plant was not indi-
cated to them. by the supplier of the Plant Oil' the Collaborator, BEL, 
it is suggested would undertake an assessment of the ultimate and 
rated capacity on their own and then keep a watch over the pro-
gress made to achieve that capacity. [Paragraphs 4.12 and 4.13]. 

Reply of GoverDment 

Bharat Electronics Limited have been advised to make every 
effort to increase the utilisation of machines in all their Divisions. 
The Company has stat€d that they are carefully watching the utili-
sation of machines and labour in various parts of .the factory, and 
a continuous check on efficiency is maintained. However, because 
of the nature of diversified equipment production and the continu-
ously changing product-mix, it would be virtually impracticable to 
define the rated capacity in terms of physical outputs. If a fixed, 
product-mix can be pre-determined and specified, the rated capacity 
for such prcduct mix, based on the available machines, could be-
indicated in physical terms. However, things being as they are, 
the capacity can only be specified broadly in terms of value. The-
Company sets physical targets each year against which the actuals 
are assessed, Physical targets are quantified into financial terms 
at current selling prices and reported in the Company's Annual' 
Reports. Thus, the achievements of financial targets will amount t~ 
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achievement of physical ~ wtUoh -iMtbr is also examined by 
the Board of Directors of the Company. 

On the above basis the actual utilisation of machines during the 
lut three years is as under:-

1969-70 72 per cent 

197()"71 69 per cent \. . 
1971-72 73 per cent 

It may be added that a cent percent utilisation of the machinery 
aDd equipment is not feutb1e; specially when the product-mix is 
80 varied and the operatiOD8' mwlved- are of' ctiffereftt -types on the 
various products. 

[Min. of Def. O.M. No. 22 (2)/71jD (BEL), dated the 10th- J~n~ 
1973]. 

Note:- The above reply has not been vetted by Audit. 

Comments of the Committee 

Please see PUllS 1 to 6 of Chapter I of the Report. 

Recommendation (Serial No. 25) 
The Committee regret to note that BEL's selling prices (includ-

ing excise duty) effective from 1st March 1969 in respect of Ger-
manium Semi-conductors (CA 70,73,79,81,85,91,95) range from Rs. 
1.30 to Rs. 2.00 as against total landed cost of Rs. 1.07. The 
position in respect of silicon semi-conductors was no better. 
For example as against the total landed cost of Type, BY 
100 and BY 114 as Rs. 3.82 and 3.50 BEL's wholesale prices were Rs. 
5.50 and Rs. 5.00 respectively. The position of some types of trans-
mission valves was still worse. For example, the selling price per 
unit of BEL 3000 and 5000 types was Rs. 3000 - and Rs. 4,400 res-
pectively ~ against the highest landed cost per unit of these type 
which were Ks. 2,481 and Rs. 3,995. BEL had argued that "it might 
not be correct or fair to make comparison of BEL's selling prices 
with landed cost of foreign transistors, as foreign manufacturers 
have not only be iD the filed many years earlier but their market as 
well as quantities of production was many times the capacity of the 
plant of BEL". The Committee agree that these factors do influence 
the selling price of a product but wish to stress that BEL should not 
relent in their eftorts to reduce, their cost of production so that it 
might be possible to bring their selling prices at par with the landed 
cost of Germanium Semi-conductors, Silicon Senrl-conductors, and 
Transmitting Valves etc. (Paragrapb 8.13) 



Reply of Government 

The selling prices of Germanium and Silicon Semi-conductors as 
mentioned in the Committee's Report include an element of 50 paise 
on account of excise duty, Moreover, as already explained, the 
higher costs of certain components produced by BEL as compared 
to the prices of similar items produced abroad is attributable to the 
low volume of production resulting from law demanded, a lesser 
degree of automation than prevalent abroad, high prices of certain 
imported as well as indigenous primary materials and high priCes 
of fine chemicals. In spite of these, BEL has been trying to reduce 
their production costs and to pass on the benefit to the customer. 
As!. a result of these efforts, BEL has been able to reduce the selling 
prices of some of the popular types of Semi-conductors as shown 
below (The current prices also exclude the excise duty of 50 paise 
since withdrawn by the Government):-

Prices effective from 1-3-69 8S published 
in the Repeort 

RI, 

AC. 127 2'90 

AC.128 2'90 

BF. 195 3'00 

BF. 194 3'0 

BC, 149 3'50 

B,C, 147 2'80 

B,C. 148 2'60 

Current prices 

2-10 

2'10 

1'80 

1'80 

2'00 B.C, 149-B 
2' SO B,C, 149-C 

I' 65 BC 147-A 
2' 00 BC 147-B 

I' 65 BC, I48-A 
I' 80 BC. 148-B 
2'00 BC. 148-C 

[Ministry of Defence O,M. No. 22(2)/71/D (BEL) dated the 12th 
December, 1972.] 

comments of the Committee 

Please see paras 7 to 10 of Chapter I of the Report. 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL A WAITED 

NEW DELHI; 

March 20, 1973. 
.--:=:--

Phalguna 29, 1894 (S). 

-N~ 

c. 

SUBHADRA JOSHI 
Chairman, 

Committee on Public 
Undertakings. 



To 

APBBNDIKI 

. (Vide reply to l'$:Ommendation.at 81. No .. 6, .Chaptor.,U) 

No. F;17(107)(72lD(PS) 

GoVERNMENT OF INDIA 

MINISTRY OF DEFENCE 

New Delhi, the 1st June, 1972. 

(i) The Chairman, 
HAL, Bangalore (10 copies) 

(ii) The Chairman-cum-Managing Director, 
MDL, Bombay. 
GSL, Goa. 
BEL, Bangalore. 

(iii) The Managing Director, 
BEML, Bangalore. 
GRW, Calcutta. 
PrL, Secunderabad. 
BDL, Hyderabad. 

SUBJECT: Recommendation No. 5 contained in para 2.2() of the Third 
Report of the Committee on Public Undertakings relat
ing to Bharat Electronics Ltd., Bangalore.. 

Sir, 

I am directed to forward herewith a copy of this Ministry's letter 
No. 22(2)/71fD(BEL) dated 29th April, 1972, on the subject mention-
ed above for information and necessary action. 

Copy to:-

Yours faithfully. 
Sd/-
K. S. RAO, 

Under Secretary to the Government of IncliG. 

D(HAL I) ID(BEL II) ID (BEL) ID(GRWIMD) Dte of P.&C/SO. 
II/D(PS). 

..... A 46 
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lMMEDIA'R 

No. F. !2i(2) 171~D(SELHPC. 5 

\~,ortNDIA 

MINISTRY OF DEFENCE 

New ~lhi,,,thei9fhAprn, 1972. 

OFFICE MEMOlMNDUM 

:SUBJECT: Recommendation No.5 contained inPMa 2.20 CYf the Third 
Report of the Committee on Pu&lic Undertakin.gk re~ting 
to Bharat Electronics Ltd., Bcmgalore. 

The Committee of Public Unde.rtakings has iii the above-mention-
oed Report recommended that aU undertakings in the public sector 
. should endeavour without any further loSs of time to attain indfg-
enisation in the tecbnicalknow41ow and in theproduetion of equip-
ments and components and should in no case approach a Foreign 
agency unless a clear certificate is given by the concerned Ministry 
about their inability to meet their requirements from indigenous 

. sources. 

2. The above recommendation is brought to your notice for imme-
·diate necessary action and issue of suitable Iristructions to the Pub-
lic Sector Undertakings under your administrative control. 

·To 

Sd/- K. S. RAO, 

Under Secretary to the Government of India. 

1. Ministry of Industrial Developmltnt. 

·2. Ministry of Communications. 

3. Ministry of Steel. 
·4. Ministry of Social Welfare. 

5. Ministry of Foreign Trade. 

6. Ministry of Food and Agricult!-1re. 
'1. Ministry of Works and Housing etc., etc. 

. I 

-~ '-"' 
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No. F.17(155)/68/D(PS) 

GOVERNMENT OF INDIA 

MINlSTRY. OF DEFENCE 
N.etv Delhi the 17th March, 1968.:. 

(i) The Managing Director, 
H.A.L., Bangalore. (10 copies). 
B.E.L., Bangalore. 
B.E.M.L., Bangalore (3 copies). 
M.D.L., Bombay. 
G.R.W., Calcutta. 
P.T.L., Secunderabad. 

(ii) The Manager, 
G.S.L., Vasco-da-gama, Goa. 

SUBJECT:-Forms of application to be submitted by entrep"eneur 
for approval of their collaboration proposals. 

(ii) Foreign Collaboration policies and procedures--Guide' 
Lines. . 

Sir, 
I am directed to forward herewith a copy each of the Ministry 

of Industrial Development and Company Affairs (Department of 
Industrial Development) Circular No. IP&FC-5(26)/68-II dated the-
25th January, 1969 and Office Memorandum No. IP&FC-5(26)/68-II 
dated the 29th January, 1969, on the subject mentioned above, for 
information and guidance. 
Authenticated for Issue 

Sd/-
(J. N. BALLEY) 

Yours faithfully, 
Sd/

(MOHINDAR SINGH) 

Seeton Offjcer UndeT Secretary to the Government of Indica. 
Copy forwarded for information and guidance to:-

D(HAL.I)I D(HAL.II)/ D(BEL)I D(GRWI MD)/D(NF)/ D(FY)f 
D(Prod/Admin) D(Prod/ Dte. of P&C)I D(PS)-Shri T. Datt. 

(To initiate action on para 8 of O.M. No. IP&FC-5(26)/68-II dated 
25-1-1969) . 

Copy also to:-JS(ALP)/ JS(PS)/ DS(PS)/ DS(PA)I DS(R&A)I 
US(PA) / US(PS). 



4i 
No. IP&FC-1 (1)/69 

GoVERNMENT OF ,INDIA 

MINISTRY OF INDUSTRIAL DEVELOPMENT AND COMPANY 
AFFAIRS, (DEPTT. OF INDUSTRIAL DEVELOPMENT, 

New Delhi, the 17th Janttal'Y, 1967. 

OFFICE MEMORANDUM 

SUBJECT: Foreign Investment Bqard-R.eceipt of applications for 
foreign co,zzQlboratKm CentTal~y by the-

As the Ministry of Petroleum and Chemicals etc. are aware, a 
Foreign Investment Baud has been set up which will be responsible' 
for all matters relating to foreign collaboration and investment. The 
Board started functioning with effect from 10th December, 1968. One 
of the features of the new procedures to be followed is that, for the 
sake of maintaining centralised information and for ade.quate super-
vision by the Board, all application foreign investment collaboration 
will be received centrally in the Secretariat of the Foreign Invest-
ment Board which is located in the Department 0' Industrial Deve-
lopment. The matter was further considered by the Foreign Invest-
ment Board at its meeting held on 12th December, 1969 and it was; 
raecided that all applications for foreign investment or foreign col-
laboration will be addressed to the Secretary of the Foreign Invest-
ment Board who will have them promptly registered and transmit 
to the appropriate Ministry concerned for further processing. Al-
though wide publicity is being given to inform the prospective enter-
preneurs to address their applications for foreign collaboration to" 
the Department of Indusrtial Development, it is possible that some·· 
foreign collaboration applications might be received direct b~ the'" 
concerned administrative Ministries/Departments/Sections. With a 
view to adhering to the prescribed procedure and to collect statistical.; 
data in the Secretariat of the Foreign Investment Board, it is re-
quested that a copy of each of the applications for foreign collabora--
tion received from the applicant after 10th December, 1968 or those' 
which might be received in future, may kindly be sent to the De-
partment of Industrial Development for registration in the. Secre-
tariat of the Foreign Investment Board. 

2. Detailed instructions regarding the procedures for processing 
of foreign collaboration applications are being issued separately. 

3. It is also requested that in the 'letters of intent' wherever' 
foreign collaboration is involved, the entrepreneurs in future may' 
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tbe advised to ad.dress appUeaUons . for foreign collaborations direct 
r.to the Secretary, Foreign Investment Board, Department of Indus-
.trial Developmemt, Udyog ·Bhavan, ·New'DeUl1. 

':'To 

'Bd/-
(R. N. MISRA), 

Under SeCf'~ary to the Government of India. 

All Ministries/Departments of the Government of lndia,..etQ. 

No. IP&FC-5(26)/68-n 
.GO\lDNll4ENT ,,01' ,1tQU.\ 

.MINISXRY .OF INDU81lfUAL ~ AND 
·CQMP,ANY·AiJ'FAmS 

(DEPARTMENT OF INDUSTRIAL !>EVtLOPMENT) 
New'Df31hi, t!heZ5th J 4fttLary, 1969. 

OFFICE MEMbRANDUNr 

"SUBJECT: Foreign Colkiboration Policies and Procedure-Gu,ide 
LineB-

As the Ministry of Commerce, etc., are aware., Government have 
had under consideration the question of minimising procedural de-

'1ays in the disposal of· applications relating to foreign investment 
and collaboration. A Foreign Investment Board has recently been 
areatedwhich will be responsible for expeditious disposal of all cases 
·relating to foreign investmentlcollaboration. With the establishment 
of the Foreign Investment Board and its Sub-Committee, the Foreign 
Agreements Committee, the foreign Investment Committee and 
the Ne~otiating Committee have cased to function. A note on the 

. constitution, functions and procedures of the Foreign Investment 
Board and its Sub-Committee is enclosed (Annexure I). 

So far as the Public Sector is .concerned, only those cues involv-
ing foreign investment/collaboration will require submission to the 
Foreign Investment Board which were earUerwithin thejurisdic-
tion of the Negotiating Committee, that ii, the projects involving a 
. total cost of more than Rs. 5 crores. The proforma for preparation 
of summaries of such cases for consideration of the Foreign Invest-

. ment Board. will continue to be the. same as hitherto. 
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.2. With .the 4Qn~urrence of.tbe ,Ministry :of Fi~~, the following 
.gulae-Un,es.areisluedfM'the ~ped.iU~ ~l of,.u 4ppUcations 
,for fore4&n 1inapcial .investznel)ts,and ,techniQallCQl1a~tiQDi. 

3. In consultation. with all:t.be "';jpf~ con..-d, mu.tmtive 
lists of industries have been prepared (Anne~re II) as explained 

;below:-

List-I (A) includes' industries :where 'foreign investment may 
be permitted. (with or without technical collabora-
·tion) ; 

Lilt---I(B) iacl ... des industries ,~only -foreign tA!clmical 
eoUaboration may' be .permitted (but not foreign 
investment) ; 

List-I (C) includes industries where a £ar~gn collaPoration 
(financial or technical) is considered necessary. 

These lists are illustrative only and are subject to review from 
time to time. The range of royalty permissible is. also indicated 

: against each of the industries in the first two lists. Apart from 
royalties, payments for design, engimeering et(:., may be autho-
rised by the administrative.. Ministries to the extent considered 
appropriate within the limit of their delegated powers. It is 
not practicable to lay down any general criteria to regulate lump 
sum payments. The total payments should normally be within the 

· ceilings prescribed· in the powers delegated to the Ministries. 

An application for foreign investment/collaboration in any in-
dustry not included in any of the lists will be considered by the 

· Board on merits. 

4. In supersession, of the existing orders of the Ministry of Finance 
o delegating powers to the administrative Ministries, it has been de-
o cided that all cases of foreign technical collaboration involving pay-
ment in cash of royalties not exceeding the. ceiling prescribed in the 
lists in Annexure IT and all cases of technical know-how fees payable 

· in cash not exceeding 10 per cent of the issued equity capital, pro-
vided the aggregate gross payment does not exceed &.5 lakhs per 
annum in any one case, may be disposed of by the administrative 
Ministry concerned without refere~ce to the Foreign Investment 
Board or its Sub-Committee. 
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Evt!n where the primary responsibility rests with the administra-

tive Ministry concerned under powers delegated above, the Foreign. 
Investment Board will have supervisory functions in respect of dis-
posal of all applications and may call for and deal with any indivi-
dual application in the Board itself. 

The present system of consultation with the D.G.T.D., C.S.1R. and 
other technical authorities regarding the specific rate of royalty to 
be allowed in particular cases shall continue. 

5. The categories of cases which may be ciisposed of by the Sub-
Committee and the cases to be dealt with by the Foreign Investment 
Board as well as the. categories of cases to be reserved by the Foreign 
Investment Board for decision of the Cabinet Committee are indi-
cated in Annexure III. 

lt may be noted that in cases where an existing Indian Company 
already having certain non-resident equity participation, proposes 
to set up a joint venture with equity participation by another foreign 
company, the cumulative direct cum beneficial non-resident share-
holding should be taken into account for purposes of determining the 
quantum of effective foreign equity investmentlparticipation in the 
new joint venture. 

6. The following are some of the general principles to be borne· 
in mind while dealing with foreign investment/collaboration cases; 

(i) Even when the principle of foreign investment in a particular 
industry is accepted, it is important to ensure that, to the maximum 
extent possible, effective control in a joint venture rests in Indian 
hands. That is why foreign equity participation be beyond 49 per 
cent is accepted in only exceptional cases. It is probable that in 
view of the Indian shareholding being dividend, the foreign collabo-
rator may be in a position to exercise effective control on the basis 
of a holding of less than 49 per cent. In view of this, all cases with 
foreign holding in excess of 40 per cent should be looked at carefully 
and. where approved, such steps as may be practicable (such as in-
sistence on majority Indian Directors) should be taken to ensure that 
effective control remains in Indian hands. In judging the relevance' 
of foreign equity holding to effective control, it would also be per-
tinent to distinguish between cases where the foreign equity holding 
belongs to a single group of management (or closely related groups 
of management) and those where it is shared, particularly with-
foreign financial institutions including International Institutions. 
Cases involving foreign capital participation will. however, be decid-
ed at the levels indicated in Annexure III. 



While our policy is to encourage foreign private investments in the 
"industries which we desire to develop. one of the criteria for judging 
such proposals would be related to the profitability of a particular 
industry. While considering proposals for foreign equity particf,pa-
tion in industries where the profit margin is substantially high, Min-
istries should take. into account the quantum of dividends which will 
have to be remitted abroad in a relatively short period and relate 
.this to the likely earning or saving of foreign exchange. 

(ii) Nonnally royalty is expressed as a percentage of the ex-fac-
tory selling price of the product, minus the landed cost of the im-
·ported components including ocean freight, insurance, customs duties 
payable thereon etc. In appropriate. cases the alternative of expres-
sing royalty as a fixed amount per unit of production may be con-
sidered. This may be particularly appropriate in cases where the 
Indian price of a commodity is expected to be very high as com-
·pared to the International price. 

In respect of the engineering industries, a provision should be 
made in all collaboration agreements to the effect, that if a readily 
indentiflable component is made by the same Indian party, in colla-
boration with another foreign party, on a royalty basis, the cost of 
such a component should be deducted from the ex-factory price of 
the final product for the purpose of computation of royalty. Similar-

·ly, if the same foreign collaborator is associated with the manufac-
ture of the final product and also any of the indentifiable comP9nents. 
even if the Indian partners are different, the cost of such components 
should also be off-set from the value of the final product for the pur-
pose of the computation of royalty. 

(iii) For the purpose of these guidelines royalty has been grouped 
into two ranges, a low range upto 3 per cent and the other upto 5 per 
cent. All royalties are subject to Indian taxes. The Ministries and 
the Departments of the Government of India should not as a rule 
negotiate on the basis of payment of fees to foreign collaborators 
free of Indian taxes but should insist on such payments being fixed 
subject to applicable Indian taxes. 

The question has been considered whether in cases where minority 
foreign investment is allowed, the rate. of royalty applicable should 
be something less than what would be admissible if there is no equity 
participation. A view has· been expressed that in so far as the. foreign 
investor gets a share in the profits of the company, there is a justifi-
.cation for a reduction in the royalty rate. On the other hand, the 
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foreign investors have often taken the stand that their participation" 
in the equity risk should not be a ground for denying paymentl l 

which would otherwise have been made. Government have accept-· 
ed this position. It is felt that we should not take a rigid 'standthat 
their should be an appreciable· reduction in' the percentage of royal-
ties OD account of equity participation particularly as'this may act· 
as a disincentive to investment. In the interest' of quick decisions, 
it does not seem desirable to have too much of a refinement to regu-' 
late the rate of royalty according to the quantum of minority invest-
ment. • 

(iv) In the very limited number of cases where majority foreign 
participation is agreed to the royalty payments to the foreign colla' 
boraters should be on a substantially reduced 1»sis. 

Proposals for majority foreign participation in new enterprises; 
should be considered only when one or more of the following main 
criteria are satisfied: 

(a) the main contribution of the project is in a field of tech-
nology where India has made little progress and where 
great deal of initial or additional development is neces-
sary;' 

(b) the amount of foreign exchange needed for the project is 
such that unless the forei'gl'ter is allowed to have majority 
share holding we shall' ourselves have to find a substantial 
amount of the foreign exchange for the project, no alter-
native methods of long term finance being praeticable; and 

(c) an essentially export oriented scheme. 

(v) There should generally be, no proviBion for payment of a sti-· 
pulated'minimum amount of royalty related to turnover. 

(vi) In the case of payment of royaJties to overseas concerns 
by tully-foreign-owned or majority-foreign-owned Indian compan· 
1es, the following procedure should be followed. 

(a) Collaboration between a wholly-owned subsidiary of a 
f01'eign company in Itldia a,nd the pa:re1tt company.-

Ordinarily no royalty payments to the parent comparry 
will be agreed to, but payments tC)wards tedm1eal ser-
vices and fet's for contrtbution t&WM'cig researeh expendi-
ture may be considered on merits in individual cases. 
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(b) Collabonrti$ft between (£ whollY-OOWned' , foreign mbsidiarv
in India Gftd CJ fOTeign cmnpcm.y other than the parent com-' 
pay~.,.-As a general poliey, cOllaboration: between wholly-
owned subsidiaries in Indian and a foreign party other' 
than the parent compa:ny should be discouraged-

(c) Payment of royalty in joint ventures in which the foreign 
collaborator hal a majority hoZcUng.-In cases, of compan-
ies with majority foreign equity participation, it will not 
be practicable to take the stand that there should be no-
royalty payments a·t all. The existing policy of allowing 
a substantially lower rate of royalty than would other-
wise have been agreed to will continue to be followed. 

(vii) Royalty payments should normally be restricted to a period' 
of 5 years from the da·te of agreement or 5 years from the date of 
commencement of production provided production is not delayed~ 
beyond 2 years of signing of agreement (i.e. a miximum period of 
seven years of signIng of agreement). 

(viii) In all cases of Government approval to foreign collabora-' 
tion proposals it· should be specifically stipulated that the royalty 
terms were being approved for a particular quantum of production 
<viz. upto the capa,cityliceDsedor proposed ~ beset up, and 25 per 
cent. in excess thereof) and that in the case of produetiOft in excess 
of that quantum the prior approval of Government would ha.ve to 
be obtained regarding the terms of payment of royalty in respect of 
this extra production. 

(ix) The faet that foreign investment is allowed should not be a' 
ground for allowing import of capita,l goods which would otherwise 
not have been allowed. There should be appropriate scrutiny from 
the' indigenous availability a~gle to ensure that the maximum possi-
ble fabrication of indigenous machinery is insisted upon. It is, in 
genera,l, desirable for investment to be in the form of cash, with 
purchase of equipment from the cheapest source. Where the in-
vestment is' in the form of equipment, care should be taken to see 
that the prices charged are reasonable. Where the capital partici-
pation exceeds the value of imported machinery, the ba.lance should, 
be brougbt in cash. 

(x) There should be no stipulation that raw materials, compon:.:. 
ents etc. will be obtained only from the foreign collaborator. The 
Indian parties should have freedom of clloice in this regatd. 

(xl) With a view to pl"O'mOte exports of non.tradltional' producti':· 
the following points should be kept in view: 
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(a) when existing collaboration agreements which limit ex-
port franchise, come up for renewal, the restrictions 
should be totally eliminated or substantia.lly removed. In 
the event of the foreign collaborator not agreeing to this 
course of action, renewal of agreements should not be 
permitted; 

(b) further agreements should be stringently scrutinised to 
eliminate export restrictions, the approach being that the 
.agreement should a.n~w free export to all countries except 
perhaps the country of the foreign collaborator or the 
countries where the foreign collaborator is having joint 
ventures in the same field of production; 

(c) in low-priority or non-essential fields of production where 
foreign collaboration is not generally allowed, a relaxa-
tion be made where the foreign collaborator agrees to 
undertake a major share of the production for exports; 
ahd 

(d) the existing policy of not allowing foreign collaboration 
in trading activities may be relaxed where such collabo-
ration is excluaively aimed at augmenting our export 
sales. 

The Ministries should ensure that the export clause in the col-
laboration agreements gives correct and definite information regard-
ing the countries to which exports will be specifically permitted or 
disallowed and this information should be clearly indicated in the 
Notes\Summaries prepa.red for consideration of the Foreign lnvest-
'1Ilent Board or its Sub-Committee. 

In conSidering applications for foreign investment\collaboration 
in lo!\, priority and, non-e.ssential fields, no specific percentage can 
be rigidly enforced in regard to the quantum of production to be 
'underwritten by the foreign collaborator for export; this will have 
to be considered on the basis of the export potential of each product. 
Before putting up such cases to Foreign Investment Board Ministry 
of Commerce should be 'Consulted and their views obtained in each 
.case. 

(xii) Where an indigenous 'know-how' capable of commercial 
. exploitation is available, importation of know-how is not normlllly 
permissible. 
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, (xiii) The importance of avoiding repetitive import· of know-how 
for the same or 'similar' produet or' process should be kept in view. 

-Also to the extent practicable fresh entrants should be asked to 
obtain the know-how imported by those already in the field. 

In the fields of . manufacture where a number of collaborations 
have already been approved and a new application is received for 

.approval of foreign collaboration in the same field, steps should be 
taken to explore whether it is possible for the new applicant to 
obtain the know-how from one of the parties who are already in 
possession of it. In many of the existing agreements there is a 
secrecy clause. In future agreements the Ministries should ensure 
that there is a provision to the effect that the technical know-howl 

'product designlengineering design can be passed on to another Indian 
party, should it become necessary, on terms as mutually agreed to 
by all the parties concerned, including the foreign collaborators, a.nd 

'o:;ubject to the approval of Government. 

In the fields where there is a likelihood of 3 or 4 units of the 
same industry, being set up at about the same time and all of them 
are likely to require foreign collaboration, it should be ensu~ed that 
negotiations for acquisition of know-how for these units are con-

'ducted in a co-ordinated manner, with selected foreign parties, 
rather than permit each Indian party to negotiate individually and 

'independently of each other. Economies of scale would make them-
. selves felt in such a case of negotiation on a multi-plant basis and 
result in lowering of royalty rate and lump sum fees for th. first 

,as well as every subsequent unit. 

(~iv) In appropriate cases, and to the maximum extent practi-
. cable, there should be provision for Indian scientific, technological 
-and engineering institutions being associated with the foreign col-
laboration, so that the foreign 'know-how' is in our economy 81 

·quickly as possible and further developments could take place with-
in the country. While approving a case of foreign collaboration, 

'stress would be laid on the development of indlgenou. 'know-how' 
'as early as' possible, so that it may be possible to discontinue the 
collaboration after the period of validity of the agreement. 

(xv) With a view to ensuring maximum possible utilisation of 
-Indian Consultancy services, wherever Indian consultancy Is avail-
able it should be utilised exclusively, and if foreign. consultancy is 
also required, Indian consultants should also be auoelated and, as 
'a rule, be the primary agency employed for consultancy. From 
'amongst the Indian consultancies, preference should be given to 
'agencies in which the predominant interest is Indian. 
~ LS-5. ! ':;" ;:1 ,., 
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Clearance of the F~eign Investm,nt Board should .be obtained' 
by the concerned MinisttVl~ .. ~t~fore conlulW1cy services 
Involving payment in ~l'eign· exchange, of· RI. 50 iakhs or more are 
agreed to .. 

(xvi) Suitable provision should be made for the training of 
Indians in the field of production·apd. JIlanqement. 

. . 
(xvii) ''!be question of use of foreign brand n~es[irade marks' 

uhould be examined from the .view points (i) whether any additional 
payment is envisaged for the use' of sucp Jorei~ brand names; and' 
(iiY:whether the use of such name would adversely affect the small 
scaie sector or the indigenous in,dustry. In such cases the use of 
foreign brand names should not be allowed for products manufac-
tured under foreign collaboratio~ and meant for the Indian market. 
'There should, however, be no objection to the use of foreign brand' 
names on the products meant for export. 

(xviii) A predominently foreign 
functions operating in India should 
functions, whenever, it. proposes to 
other words, reduces foreign equity. 

owned company with agency 
be called upon to redefine its 
associate Indian capital or, in 

(xix) Cases of 100 'per :cent foreign owned Indian companies or 
predominantly foreign owned companies seeking to 'take over an-
other predominantly foreign' owned Indian company or may other 
('ategory of Indian compahy (a) by complete merger ot (b) by mak-
ing inter-corpora.te investments, within the ambit of Section 372 of 
the Companies Act, should be brought before the Foreign Invest-
ment Board I Sub-Committee. All cases of merger of two Indian 
companies whi~h will result in the merged company having a direct 
cum beneficial non-resident shareholding in excess of 40 per cent of 
the equity capital r.hould also be broug9.t before the Foreign, Invest-

• • ' ,_ '.... .••• ..,. II. 

ment Board. . ". "'r'" 

7. Administrative Ministries are requested to dispose of all cases 
falling within the powers delegated to them keeping in view the-
general principles and guidelines contained in this Memorandum. 
Any variation from the position as indicated in this Memorandum 
read with the appended Lists should be with the specific approval 
of Government and should normally Qe brought up belore the 
Foreign Investme:nt Board. It may also be noted that· a public 
announcement has been made ~hat ,no1rn,ll.Y. ~l appli~tio~s will be' 
disposed !>~ within a per~d of 3"mQnt\is~ 'lO..,:.of the ;.utmpst import-
ance that e'Very ~e1f6rt sboulct.be ~ade to adbel'~ .. tQ .. this time. limit; 
Wherever delays are expected the cases may, wherever considerecJ1 
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apwopriate, be brought up before the Foreign Investment Board I 
Sub-Committee, so that quick decisions may be taken. 

In a number of caselil the intending investors apply for a Letter 
of Intent I Licence and for foreign collaboration in the same applica-
tion. In such cases, normally the application is first considered by 
the Licensing Committee and a Letter of Intent is issued subject to 
the terms of foreign collaboration being arranged to the satisfaction 
of Government. Thereafter, the foreign collaboration terms are 
separately eonsidered. This an'angement, however, involves con-
siderable time and it is not likely that the application can be dis-
posed of within three months. It is, therefore, considered desirable 
that in such cases the application for the licence and the application 
for foreign collaboration may be processed simultaneously, though 
separately. 

8. Administrative Ministries are also requested to lay down pro-
cedures for the disposal of cases falling within their delegated field 
and to forward a copy thereof to the Secretariat of the Foreign In-
vestment Board. 

9. A copy of the proforma for preparation of Summar~es for con-
sideration of the Foreign Investment Board I Sub-Committee is en-
closed (Annexure IV). 

10. This Memorandum issues with the concurrence of the Minis-
try of Finance (Department of Economic Affairs). 

To 

/ 

11. Kindly acknowledge receipt of this letter. 
Sd/-

(A. P. SARW AN). 

Deputy Secretary to the Government of India. 

1. All Ministries I Departments of the Gove.I'Jlment of IncUa, etc. etc. 

ANNEXURE I 

FOREIGN INVESTMENT BOARD 

Composition: 

, Secretary, Miniatry of Finance-Chairman. 

MEMBERS 

1. Secretary, Department of Industrial Development· 
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2. Secretary, Ministry of Petroleum and Chemicals. 
3.· Secretary,Department of Company Affairs. 
4. Secretary, Ministry of Commerce. 
5. Secretary, Planning Commission. 
6. Secretary, of the Administrative Ministry concerned. 
7. Director General, Council of Scientific and Industrial Re-

search. 
8. Director General, Technical Development. 
9. Member-Secretary to be provided by the Department ot 

Industrial Development. 

Jurisdiction : 

2. All cases of foreign investment and collaboration will fall with-
in the jurisdiction of the Board. Even where the primary respon-
sibility rests with the administrative Ministry concerned under 
powers delegated to the Ministry, the Board will have supervisory 
fUnctions in respect of the disposal of all applications and may call 
for and deal with any individual applications in the Board itself. 

Sub-Committee of the Foreign Investment Boord 

Composition: 

(At the level of Joint Secretaries) 

Department of Industrial Development-Chairman. 

MEMBERS 

1. Department of Economic Affairs. 

2. Department of Company Affairs. 

3. Ministry of Commerce. 

4. Ministry of Petroleum and Chemicals. 
5. Department of administrative Ministry concerned. _ 

6· A representative of the Planning Commi88ion. 
7. A representative of the Directorate General of Technical 

Development. 
8. A representative of the Council of Scientific and Industrial 

Research. 
9. Secretary to be provided by the Department of Industrial 

Development. 
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3. In order to ensure speedy disposal of cases, Government have 
delegated adequate authority to the administrative Ministries who 
will be primarily feaponsible for the prompt cnsPosal of applications 
falling within their particular fields in accordance with guide.lines 
nqw laid down. For the sake of centralis.ed information and for 
adequate supervision by the Board, an applications (6 copies in the 
prescribed form) for foreign investment 1 collaboration will be re-
ceived centrally in the Secretariat of the Foreign Investment Board. 
They will be serially registered in a register. to be maintained for 
this purpose and two copies will be immediately transmittea to the 
Administrative Ministry concerned, with an indication regarding 
the authority (the Foreign Investment BoardlSub-Committee or the 
9.dministratiye Ministry) competent to deal with the application 
l'lnner the delegated powers. One copy each will also be forwarded 
simultaneously to the Director General, Council of Scientific and In-
dustrial Relearch, to the Director-General, Technical Development 
(or technical authority concerned) and to the Development Com-
missioners, Small Scale Industries. 

Where the matter is within the delegated powers of the adminis-
trative Ministries, they Will dispose of the application finally within 
a period of two months of the date of application and inform the 
Secretariat of the Board. 

4. The Secretariat Qf the Board will maintain close lillison with 
the various Ministries. The Board and its Sub-Committee will meet 
normally once a fortnight. The categories of cases which will be 
dealt with by the Board and its Sub-Committee will be those indi-
cated in (B) and (C) respectively of Annexure III. The categories 
of cases indicated ,(A) of Annexure ITr will be considered by the 
Board and submitted for deCision to the Cabinet Committee, with its 
recommendations. 

In respect of these cases, the administrative Ministry concerned 
will after obtaini{lg the comments of the Directorate General, Tech-
nical Development, Council of Scientific and Industrial Research or 
other authorised concerned, forward a note to the Secretary of the 
Foreign Investment BoardlSub-Committee within 1-112 months from 
the date of receipt of the application. If, in any particular instance 
the note is not received within 1-112 months, the Secretary of the 
Sub-Committee of Foreign Investment Board should contact the ad-
ministrative Ministry and expedite submission of the Note. In any 
case, an ap.;1ication for foreign investmentlcollaboration must be 
brought up to the Foreign Investme~tIBoardISub-Committee~&t the 
expiry of the period of 2 months from the date of its receipt, irres-



pective of the stage of the processing of the case and even without 
waiting or the comments of the technical authorities. 

On receipt of the note from the administrative Ministry, the Sec-
ret8liat of the Board will ensure that it il inclwled in the agenda of 
the next meeting of the Sub-CommttteeIBoard, as· the case may be. 

Where, under the delegated powel'l, the Sub-Committee is com-
petent to deal with the subject, it will do so and inform the Board 
of its decision. 

Where the note deals with a subject which is within the com pet-
er:ce o~ the Board or of the Cabinet Committee, it shall be included 
:~'. the agenda of the next meeting of the Board. 

Where the Board is competent to deal with the matter, they will 
do so but where the subject falls within the jurildietibn of the 
Cabinet Committee, the Board will consider the Note and record 
their recommendations on thepl"Oposal .made by the administrative 
Ministry. 

In such cases the Secretary of the Board shall forward to the 
administrative Ministry concerned the recommendations of the 
Board and it will be the responsibility of the administrative Minis-
try concerned to put up i\s proposal as well as the recommendation 
of the Board thereon to the Cabinet Committee with as much ex-
pedition as possible. 

The Secretary of the Foreign Investment BoardlSub..committee 
will promptly forward to the administrative Ministry the relevant 
minutes of the FOreign Investment BoardlSub-Committee for neces.-
sary action. It is expected that final order Vl111 be issued by the 
Ministry concerned between 4 to 7 days from the date of issue of 
the minutes. 

All papers meant to be included in the agenda of any meeting 
of the Board or its Sub-Committee should be sent well in time so 
as t~ be received by the Secretary' of the Board I Sub-Committee at 
least 7 days before the date of the meeting and they should be 
promptly circulated by the Secretariat of the Board so that Mem-
bers may have at least 5 days' time to study the agenda notes. 

5. At each meeting of the Board, apart from the specific cases to 
be considered by the Board, the Secretariat of the Board will also 
bring upo-

(1) lists of cases which have to be dealt with by the Board 
or its Swb-Committee but which, for reasons to be indicat-
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-ed, have not yet been considered within the period of six 
weeks prescribed above; and - _. 

{it) ,lists. of app1icationsto be dealt with by the administra· 
tive Ministries and which have been penc:ling for over two 
months with the administrative Ministries. 

'BO that wherever considered necessary the Board may give direc-
'tions for their prompt disposal. 

'6. While considering proposals relating to an industry for which 
there is capacity in the public sector, the :D,IiniItry concerned. will 
'keep in view the c\esirability of consulting the Public Sector Under-
takings concerned. 

7. T.b-e Board will also review the decWoM-taken by the various 
Ministries from tj,me to time within their delegated powers on cases 
.relating to foreign technical collaboration. 

ANNEXURE-ll 

LJST-I (A) 

Illustrative list of industries where foreign investment may be permitted. 

Industry Royalty Remarks 

IOil and Chmlical /"dustrie~ 

(i) Fertili2ers '(Other than single super-phosphate) 

(il) Selectivo pesticides . 

(iii) Olf-shore oil exploration 

(iv) Oil refining including the production of 

Ranae 

No royalt,y 

Upto s% 

No royalty 

(v) Special additives & Chemicals required for the oil in-
dustry . • . . . . . • • UPtO A % 

(vi) Petro-Chemicals (not otherwise specified) Upto s% 

(vii) Thermo-plastics Upto' 3% 

(viii) Synthetic Rubber 'U~~:-s% 
(ix) Detergent Alkylalea ) Upio .s% 

'(x) Cenain Drugs & Pharmaceuticals Upto s% 

(xi) Bdible, Pharmaceutical Photographic and Special pie-
tine . . Upto 3% 

.; . 

------------=:-:-.. . .. -- .-



Indu8try 

~,Ptilp & A lliM Irulrurn',i 

(i) Newsprint , 

(ii) Speciality paper8li1te electrical in.ultation~per. and boarda 
such as cable paper, condenser paper preaepalm, pre .. 
board, leatheroid, photo bale paper and special type offil-

Jloy.U.ly Remarks' 
rqe 

No royalty 

ter paper • - Upto 3% 

(iii) Paper & Baird Makers ·felts 

Rayorl & SyntMric fibres Indtum,s: 

\ Nylon Polvester yarnlfibre including indu8trial yarn, polypropy-
,lene fibre, poJyyimlakohol fibre, acrylic ftbre , • , 

Asbestos &' Carbon Produas: 

(i) Asbestos packing & Jointing, 

(ii) Graphite electrodes 

Tintbn.based Industries: 

Upto 3% 

Upto 20 paise. perT 
R", 

Upto 3% 

Upto 3% 

(i) Fibre Board No royalty 

-(ii) Particle Board No royalty.: 

Refractories (special types incluclina electro cast refractories) Upto 3 % ' 

High Tension Inlulators and Bushings and solid core insula-
tors for railways Up to 3 % ' 

AM-Hive srains , Upto 3% ' 

I Mustria I M achirury : 
(i) Cylindrical, tapered, spherical and other special' bearings 

(excluding ball bearings) Upto S%, 

(ii) Some item. of telrtile mKhiDery tike comben. auto~atic 
pirn, winding and warp winding machines~ prooelll1ll 
and finishinl machinery Upto S%, 

(iii) Jute Machinery (certain selected items) Upto S% ' 

(iv) Rayon Machinery Upto S% 

(v) Specialised printing machinery (for example Rbtary, 
printingpresles, off aet printinl prease& and COIJlA'lIUII 
machinery etc,) • Upto S% . 

(vi) Rubber procclaina Machinery Upto S% ' 

Seamleaa Tubes . No royalty;-



Indultry Rryalty 
range 

Rem.ra 

-----------------------------------------------------, 
Cast Iron, Cast Steef ferged rolfs • Upto 3% 
Specialised item. (f chemical and' pharmaceutical Machinery, Vrto ~% 

Silicones Vrto S% 

Catalystl Vpto S% 

Commercial explosives VplO 3 % 

Watches Vpto 3% 

Standard 8Jld portable typewriters Vpto 3 % 
Electric typewriten Upto 3% 

Data processing machine, Vpto S% 

Calculatine & Adding Machines Upto 30/ .. 
Precilion Mealurina Tools , Vpto 3 % 
Machine Tools & Accessories (Selected types) UPIO So/I> 

Proanmme Control Equipment Vpto So/.,., 

High Duty Wharf 8Jld floating crane. of an types. Vpto S%" 

ElectriUJl EP/liffUrir.1 Indla".i" : 

(i) E1ectromapetic 8Jldtime relays Upto So/O'" 

(ii) Railway clcctrkal aipIalliDg Upto 3% .. 

(iii) HRC Fuea Vpto 3 % ' 
(iv) Germanium and Silicon Diodes, Vpto 3%. 

(v) Dry cell. and train liahtina cells Upto 3% 

(vi) Electronic imtnuDents and selected ~ CIODlPO-
nents Upto 5%. 

(vii) Sleeted mcuuriDl matnuDents ' Upto s%, 

(viii) Electro-medical, optical and dental inltnlmtn1lt and 
equipmcnts for· medical profeslicm .', Upto s % . 

(ix) DC Moton and controls ' Upto 3%. 

(x) Transiston 8Jld very Hiah Frequency Electrical Equip. 
malt ' , • • • • ~ Upto 3% 

(xi) LT & HT circuit brakm' Upto 3%. 
(Xli) Power Cables above II KV Upto 3 % . 

Earth moving equipme!lt (Crawlm, TractMI, 'Scrapere,Bxa. 
vaton. BJaat hele drill., heavy duty dumpen lINt haalm, pey 
loaden tractor ahowels lyre mounted ctID~)· • • Upto 5%~ 



Industry 

Power Tillen . 

Specialised Automobile Anc:Ulariea 

Royalty 
rmae 

Upto 3% 

Upto 5% 

Industrial Gases (O:xysen. nitroaen. Hydrogen. Carbon-dioxide. 
Acetylenc:e) • • . • • • • • • No royalty 

Mine Safety/Rescue applianc:ea No royalty 

. Gas Testing apparatus for mines 

Sleeted Ferro Alloys: 

Fe~molybdenum 

Ferro-titanium 

Ferro-tunpten 

Ferro-venadium 

Non-Ferrous Metals 

Copper 

Zinc 
Lead 

Iron Ore including proc:eaaes for aa1omeration of ore fines 

Consul tancy Enlineerina: 

.(] I ass Industry 

Polished Plate gtals laboratory glass-ware and silica ware 

Deep Sea I'+ishihg . 

LIST..;,..! (8) 

No royalty 

Upto 5% 

Upto 3% 

UptO 3% 

Nb royalty 

Upto 3% 

Illustrative list of I"dustries r»here only for'ifn t,ch,,"al colabDration may b. 
permitted (but "ot forti in imleltmmt) 

Industry 

.1. Paper. Pulp &.Alli.d IndustrUs: 

(i) Special ,pdes of papers such 81 Natural tra.;:iaa paper. 
Vegetable perchment paper. Ciaarette paper. Carboniaing 
tillUeII •. Stencil-base tissues. 'f'abulatina MaiDiI paper, 
H1ch streqth kraft paper like sack kraft. wuina, lamina-tin, and in2repation bile papers. vubnbod fibro ,heets. 
Abbraaive B<xSy paper. ChAri Piper, Indicator paper • 

(ii) Tyre-cord and special chemical pulp . 

Royalty 
rqe 

Upto 3% 

Remarks 



---------------------------------------- --
II. Rubb#r Goodl ntII1IIIjactl.,..", industry including tyf'u aNI Tubu 

Rubber Conuaceptivee Mcteorololical baUoons, Fire.Filhtiaa 
ho8eI, Tennis Balls, Rubber thread used in hosiery AutomobUo 
tyJ'e8 and tubes • • . • " • U pta 3 % 

III. CMmical Indrutrill: 

AJkylunines, Rubber Chemic:ala, Flourinateli hydro carbons, 
Carbon TetrIChlorUte, Trichlore-Bthylene, Glycol eithen, 
propylene Oxide •• Upto 3% 

IV. AsbutO$ aNI Carbon Productl: 

(i) Midaetelecordes and other special carbon products 1 
(ii) Graphite crucibles 

V. Timb" bas'd Indt4stri,s: 

Upto 3% 

Upto 3 % 

Moulded particles boards • Upto 3% 

VI. Electrical E",mnmng INlustrUs: 

(i) Transformen above 100 KVA 

(Ii) AC moton above 30 HP . 

(iii) Fractional Hone Power moton 

(v) Power-line carrier equipment! 

(vi) Liahting arreston 

(vii) Selected Cltqories of insultaion material for elect. 
industries • • • . • • • • 

(viii) Flame-proof lamp fi:tdap: 

(ix) Electric lamps (Photo flash pre-focua infra red, ultra vilaet 
mercury vapour, telephone switchboard) • • • 

(x) Lamp components Oead-in wire, filament and flounecent 
powder)' • • . • • • • . 

(xi) Controls of refripraton Bad aIr-conditionen 

(xii) SpecUaliaed surgical equipments such as blades, needles: 
etc. ••••.•• 

(xiii) AC motor starten for moton above ~ HP 

(xiv) Hear-in-aid 

(xv) Crane Control &ell' 

(xvi) Power Capaciton 

(xvii) CTS aad PTS for meuurinl IIIId pr.otection 

Upto 3% 
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VII M.tQ/lurgicQllndw"';": 

(i) SG Iron CutiDp 

(li) Alloy IroD Castinp 

18 

.. 
(iii) Non-ferrous semis not produce>d in the Country at 

• Upto 3% 

preeent . Upto 3% 

V 111 Industrial M(#~ Ittdustriu: 

(i) Coal IDd Alb baodJiDI plant 

(n) Printing machinery 

(iii) Gears IDd gear boset 

(iv) Cbemic:al IDd Fenilizer plaDt 

-

(v) Metall1qical equipment includina foundry equipment! in· 
c1udiDl foundry equiplMDtl (plBnt and mac:hSDcry for 
such item. al L.O. converters, rollinl Mills, special 
featurel of blatt fu.macet for amna improved producti-
vity IDd coke oven by-product plantl) 

(vi) Oxygen and Acetylene plant 

(vii) Ceramic Machinery . 

(viii) Pulp & Piper Mill Machinery . 

(is.) Food Processinl Machinery 

(lI:) AcceJep'lted freeze dryiDa plant . 

(J:i) Mineral Beneficiation plaDu 

(m) Specialised equipment' for Air CODditioninl and Refri-
geration IDd Air Control equjl'ment aucb u centrifuaal 
compressors, low temperature freezers, trIDIpOI't, retIi-
aeration equipment, e1ectrottatic prec:ipllon, ailOI etc. . 

(J:iii) Minina machinery: Hydraulic props IDd dectric driDI; 
·t· 

(J:iv) Any specialised item for industrial madliDery other than 
thote particularly acluded vide Utt of iDduItriet wbere 
no foman collaboration (financial or tedmic:aJ) ia COftIidered' 
necaaary 

IX Clltlilw Tooll 

SeleQed cuttinl tools . Upto S";.;. 
X. Otlwr MisullaMOUS Industri.! 

(i) Improved types of Ipicultural implemellU and machi-
nery Upto 3% 

(ll) Pesticidet application equipment (Special types). Upao 3 % 
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Industry 

(iii) Time-pieces (non-conventional) 

(iv) Industrial sewing machines 

(v) Gas appliances • 

(vi) Hair-sprine and other types of delicate and complicated 

Royalty 
ranee 

Upto 3% 

Upto 5% 

Upto 3% 

springs Upto 5% 

(vii) Industrial precision roller chains biger than 5/s" pitch, 
s:t!ex, duplex and triplex, bush cliainl, special ro1len 
c for mechanical handling, bush slot bank, trolley 
conveyor chains. hollow bearing pen type chaiaa. Up to 5 % 

(viii) Special bicycle components. such as multispeed hubs, with 
trigger and wist control . . . . . . U pto 3 % 

(ix) Hiah pressure pipe fittings of specialised type other than 
malleable iron fittings . . . . . . U pto 3 % 

(x) Ship chains and alloy steel chains other than ordinary mild 
steel welded link chains . . . . . . Upto 3% 

(xi) Sophisticated types of valves and cocks 

(xii) Superior quality sanitary fittings 

(xill) Fishing hooks 

(xiv) Thermo-setting moulding materials 

(xv) Fatty alcohols . 

,(xvi) Blectro-piantins chemicals 

(xvii) Welding fluxes 

(mil) Foun:try C~micalI . 

. (xix) Iron ore peUetization includiDi production of sinter 
feed 

(xxi) Aluminia 

(xxii) Safety razor blades and safety razors 

(Dill) Alloy and special steel inclduing: 

Upto S% 

Upto 3% 

Upto 3% 

No royalty 

No royalty 

No royalty 

No royalty 

No royalty 

No royalty 

No royalty 

Upto S 10 

Coal rolled IniD oriented ,beets .oecial .001 ltee1l. ~in-free 
double rediaced or liaafe side-prated dapletel, u»oureci 
nlwaUed abeetl, PIutic coatccl lbeets, Otbtr apecial 
Iteml of ated etc. •.... . . Upto 3% 

(xxiv) Wile thiDner than 19 g and apecial wire . 

(DV) Chemical porcelain . 

Upto 3% 

Upto }.% 

Remarks 
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---------------------------------------------------
Industry 

(xxvi) Welding Electrodes (special types) 

(xxvii) DuitJic:aton (special types) 

(xxviii) Machine screws (special types) 

(xxix) Steel Mill Cranes (Clus IV duty) 

Royllty Remark. 
ranae 

Upto 3% 

Upto 3% 

Upto 3% 

Upt05% 

NOTE: (i) This list indicates ~e nelda where foreign investment is not likely to be-
required for settina up new units. This docs not, however, preclude the 
expamion of existiil, Joint ventures. 

(li) ForeilPl investment is also not precluded in any composite scheme of manu-
facture where the ~ of any of the above items is envisaged 
alona with other maJor items for the manufacture of which foreign invest--
ment is welcome. 

List II 

[List of Industries where no foreign collaboration (financial or 
technical) is considered necessary]. 

1. Paper, Pulp and Allied Industries: 

Common grades of printing, writing, packing and wrapping: 
paper and boards e.g., white printing papers, azure, cream laid and 
woven paper, art paper and board; litho, offset paper; drawing and 
cartridge paper; M.G. poster; bank and bond paper; airmail paper; 
cheque paper; Typewriting paper; manifold paper; ledger paper;. 
kraft paped; match paper; greaseproof and glaasine paper; ordinary 
M.G. tissue papers; blotting paper; straw boards; mill boards; grey-
boards; pulp board; buplex board; ticket board; carbon paper; type-
writer ribbons; VPI paper. 

2. Rubber Goods: 

Bicycle tyres and tubes; tyre-retreadlng material; rubber and: 
canvass footwear; conveyor belting; induBtrialand agricultural 
hoses; automobile rubber components; rubberised fabrics; latex foam; 
industrial and surgical gloves; medicinal rubber goods such· as 
vaccine and other injectible bottlevials; ice cups and hot water· 
bottles and reclaim rubber. 
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3. Chemical Industries: 

Formaldebyede, acetic aCid; esters of acetic acid like ethyl 
acetate, butyle acetate; formic acid; monochloro-acetic acid; eityle' 
chloride; methyl bromide; Chloroform; methylene chloride; chloro-" 
benze; plasticisers (phathalates-Batch procesa); oxalic acid; cbla-· 
rinated paraffins; bear; Ethenol, Pento-orythritol, Aniline. 

4. Leather and Leather Goods Industries: 

Glue/technical geletine; vegetable tanning extracte; pickers;: 
packing bands; leather belting; cotton and hair finished leather;' 
leather footwear, synthetic tanning materials. 

5. Rayon and Synthetic Fibres Industries: 

Viscose filament yarnlstaple fibre; viscose tyre yarn. 
6. Asbestos and Carbon Products: 

Asbestos cement products; pencils. 

List-II (Page 2) 

7. Timber based Industries: 

Teachest plywood, commercial plywood, match~. 

8. Glass Industry: 

Sheet glass, table and pressed ware; vacuum flasks; enamelware;. 
containerware. 

9. Cement and Cement Products: 

Cement, RCC pipes, prestressed and pre-ten~i~ cement products; 
building bricks and roof tiles. . 

10. Ceramics Industry: 

Sanitary-ware; glared tiles; crockery. 

11. Castings: 

Grey casting, steel casting. 
12. Electronical Engineering Industries: 

Distribution transformers; 
Power transformers 1000 KVA and below; 
AC motors below 36 HP; 
Electronic Components (Ferrite, transformers, telescopic ~eriall •. 

ceramic capacitors) cables (except power cables above n KV); 



Iron Clad Switches; 
Winding Wires and strips~ 
Hospital wares; 
Eleciric 'fans; 
Domestic refrigerators; 
Domestic air-coriditioners; 
Commercial radio receivers; 
House service meters; 
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Ammeters and Vol-meters other than sub-standard; 
Multimeters; 
Storage battery . 

.13. Industrial Machinery: 
. Sugar Machinery; 
Cement Machinery~ 
. Conveyors; 
L,P. Gas cyclinders; 
'Coal mining machinery (except hydraulic props & electric drills); 
Coal washeryplant; 
Building & constructional machinery-except specialised items; 
Poultry equipment. 

List II (Page 3) 

Pesticides application equipment (other than special type 
eqUipment) ; 

Milk and dairy machinery except specialised items; 
,Cooling towers; 
'Tea processing machinery; 
'Oil Mill Machinery; 
Water treatment plant; 
'Solvent Extraction Plants; 
Rice Mill Machinery of conventional type; 
Weighing Machinery except specialised items; 
Cold formed sections and slotted angles; 
'Tubular structurals; 
Railway wagons; 
Railway mechanical and signalling equipment; 
Railway points and crossing; 
Steel doors; 
Windows and rolling shutters; 
-Wire ropes (other than bicable ropeways); 
Lifts; 
Welding Electrodes (other than special types); 
Bright bars; 
Welded G.L. steer pipes and tubeS; 
Conduit pipes; • 
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Electric Hoist block and chain pulley block:; 
Transmission line towers; 
Rail and road bridges; 
Structurals -(light, medium and heavy). 

14. Machine Tools and Sm.all Tools: 

Forged Hand tools (Spanners, Pliers etc.) Steel Files (except 
export oriented); Twist Drills, General purpose machine tools 
(Simple types). 

l5. Other Industries: 

Drums and barrels; 
Collapsible tubes; 
Crown corks; 
Pilfer proof seals and closures; 
Hurricane lanterns; 
Chaff-cutter knives; 
Buckets; 
Domestic utensils and cutlery; 
Agricultural implements and machinery (manual and animal 

drawn). 

Clocks; 
Time pieces (conventional); 
Franking machines; 
Duplicators (other than special types); 
Oil pressure stoves; 

I , .. -. 

Belt fastners; • '1:". 

Steel belt lacing; 
Spacta.cle frames; 
Oil pressure lamps; 

List II (Page: 4) 

Hand,ewing and gramophone needles; 
Addressing machines; 
Pressure cookers; 
Domestic sewing machines; 
Air rifles; 
Cigarette lighters; 
Bicycle and bicycle parts; 
Ball bearings (only); 
Steel Balls; 
Leaf springs; 
Zip fastners; 
Grinding media; 

3564 L.S.-6. 
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Coil springs excluding- hair- and other delicate and compHeateci: 
springs; 

Snap fastners; 
Toys; 
Bolts, nuts, rivets, dogspikesof all types excluding specialisedt 

types of rivets; 
Wood screws other than with special recessed Heads; 
Mild,.ste~l wel~ed link chains other than ship chaifts,andaUoy-

steel chains; , 
Machine screws other than specialised types; 
Pipe fittings other than specialised types; 
Locks; 
Valves 'and cocks (other than specialised); 
Shoe grindery; 
Builders hardware; 
Welded wire mesh; 
Wire gauze and netting; 
Oil milling; 
Solvent extraction of oil cakes; 
Soap; 
Synthetic detergents (formulations); 
Fatty acids; 
Textile auxiliaries; 
Paints and allied products . 

• • • • 

" 

• 
Note: (i) This list indicates the fields where foreign investment is 

not likely to be r~quired for setting up new units. This 
does not, however, preclude the expansion of existing.joint 
ventures. 

(ii) Foreign investment is also not precluded in any composite 
scheme of manufacture where the production of pny of the 
above items is envisaged along with other major items for 
the manufacture of which foreign investment is welcome. 

ANNEXURE III 

FOREIGN INVESTMENT BOARD AND ITS SUB-COMMI'M'EE' 
(A) Categories of cases to be reserved by Foreign Investment Board 

for decision of the Cabinet Committee (PPE) 
(a) Cases where the total investment in equity capital in any 

Jndian company, including foreign equity capital invest-
ment (issue of free shares for technical know .. how inclu~
stve) , exceeds Rs. 2 crores. 
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(i) in any new Indian company where the foreign equity 
investment exceeds 40 per cent of the total issued equity 
capital; or 

(ii) in any existing Indian company, the fresh foreign equity 
investment will maintain the existing foreign investment 
at a level above 40 per cent or result in the foreign 
equity investment exceeding 40 per cent of the total 
issued equity capital. 

(b) Any cases of importance involving any special point on 
which the Foreign Investment Board may desire guidance 
from the Cabinet Committee. 

(B) Cases to be dealt with by Foreign Investment Board 

(a) Cases involving foreign investment in equity capital 
(including issue of free shares for technical know-how) of 
an Indian company, whether new or existing. 

(i) where the resultant foreign investment in the equity 
capital exceeds 40 per cent of the total issued equity 
capital proVided the later does not exceed Rs. 2 crores; 

(ii) where the resultant foreign investment in the equity 
capital is between 26 per cent and 40 per cent of the 
total issued equity capital irrespective of the amount of 
total investment in the equity capital; and 

(iii) where the resultant foreign investment in the equity 
capital is upto 26 per cent and the total issued equity 
capital is more than Rs. 1 crore. 

(b) all cases of foreign investment in preference shares carry-
ing no voting power; 

(c) all cases reserved for decision of the Foreign Investment 
Board by the Sub-Committee of the Board. 

ANNEXURE-III (page 2) 

(C) Cases to be disposed of by the Sub-Committee of the Foreign 
Investment .Board. 

1. Cases involving foreign investment 

Cases involving foreign investment in equity capital (including 
issue of free shares for technical know-how) of an Indian company, 
whether new or existing, when the total investment is Rs. 1 crore or 
less and the resultant foreign invesetment in the equity capital does 
not exceed 26 per cent of the total issued equity capital. 

II. Cases of Technical collaboration 

(a) All cases of royalty payments with or without technical 
know-how payments in casb exceeding Rs. 5 lakhs (gross} 
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per annum, even if they are within the prescribed ceilings. 

(b) All cases of technical know-how payments exceeding 10 
per cent of the issued equity capital in cash or royalty 
payments which exceed the ·ceiling rate of royalty pres-
cribed by the Departmeilt of Industrial Development. 

(c) Cases of existing foreign majority Indian companies where 
the gross royalty-cum-technical know-how fees in cuh 
exceed 50 per cent of the gross dividend receivable by the 
foreign investing company from the Indian company, even 
if the royalty and the technical know-how fees are within 

the ceilings. 
(d) Special cases of importance referred to by the administra-

tive Ministries concerned for decision by the Sub-
Committee. 

ANNEXURE IV 
PROFORMA 

No.------
Ministry of:----

(Department of -) 
New Delhi; the 

Summary for consideration of the F.I.B.fSub-Comlhittee. 
Subject:-

1. Name and address of the applicant. 

2. Name and registered office address of the Indian company which 
will implement the project and whether it will be public limited or 
private limited. 

PART 'A'-Capital structure and form of management 

·3. Is the Indian company controlled either directly or indirectly 
by non-residents; if so, please give particulars of the direct participa-
tion and the indirect beneficial participation; i.e. in ~he list of share-
holders are there any companies which themselves have non-resident 
shareholding (Particulars of major shareholdings of 5 per cent and 
above of the equity capital alone may be taken for this purpose). 

·4. Names of the Directors of the Board-Foreign and Indian sepa-
rately. 
--- ------------------

• This information in required in respect of the company 
:against item (2) and also in respect of the company against item 
.(1) in case the applicant is a company. 
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·5. Names of the Managing Agents, Selling agents, Secretaries & 
Treasurers or Consultants of the Company if any, existing or pro-
poeed. 

6. Capital structure: 

E~ting Equity Preference 
Authorised 
S'ubscribed 
paid up 

of which 
Foreign holding 
Indian holding 

Proposed 

Authorised 
Subscribed 
paid up : ' 

Of which 
··Foreign holding 

Indian holding 

PART 'B'-Line of manufacture and the capital cost of Project (The 
. Import and Indigenous content). 

7. Existing business and proposed busiIlless. Has licence been: 
obtained for the proposed business under the Industries (Develop-
ment & Regulation) Act, 1951; if so, give its number and date/if 
letter of Intent has been obtained please quote reference/Il registered 
with the DGTD, the reference may be indicated. 

8. Estimated value of annual production: 

Product 

1. 
2. 
3. 

Quality Value 

---.----
·This information is required in respect of the Company against 

item (2) and also in respect of the Company against item (1) in case 
the applicant is a Company. 

"This should include the indirect beneficial non resident partici-
pation also with reference to Item No.3 above. 
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9. Location of factory and the State. 
Tehsil District 

10. Proposed capital cost of the project: 
(a) Cost of Capital equipment-

(i) Imported 
(it) Indigenous. 

State 

(b) Cost of other items of capital nature viz. Land Building. 
(c) Working capital. 

11. Annual requirements ·af raw materials and components (to 
be given separately) : 

Name of raw ml'erhdl 
Component 

Whether in'.ligenou8 or 
imported; if the letter, 
the co~mtry of origin. 

Qty. 
required 
p~r year 

Estimated 
value 

12. Details of phased manufacturing programme, i.e. the import 
content and indigenous content of raw materials and component which 
will go into the production: 

Year Item of Production Annual Turnover 'X,aae of value of imported 
content (i. e. total of all 
imported -raw materials and 

1st Year 

(i) 

(U) 
(iii) 
(iv) 

2nd Year 
(1) 

(U) 
(iii) 
(iv) 

3rd Year 
(1) 
(U) 
(iii) 
(iv) 

------
Quantity/Valuc 

tOI'D'lgc componenfs). 
--------------------- ----

I • , 

t l' I 
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PART 'C'-Details of foreica collaboration 

13. Name and address of the foreign collaboratorls with whom 
tthe Indian company will be collaborating as far as this applications 
is concerned. 

14. Terms of foreign collaboration:-

(a) If the foreign collaborator proposes to invest in the equity 
capital of the Indian company: 
(i) the amount of foreign equity invest~ent, 
(li) what percentage this would be of the total equity 

capital of the Indian company; 
(iii) whether the foreign investment would be in the form 

of cash or in kind 

(b) Royalty and other payments: 

Technical know-how fees Cash 
--------- -- .. _----, ----
Royalty payment (lumpsum) 
Other payments (give details) 
_.---.l. _________ .. ____ _ 

Free Shares 

(c) Whether recurring royalty is proposed and if so, the rate. 
(d) Duration of the agreement. 

(e) Estimated annual gross outgo of foreign exchange (without 
deduction of tax), of technical know-how fees, if payable in cash and 
rQyalties for the duration of the agreement. 

(f) What are the specific services to be rendered by the foreign 
collaborator in pursuance of the agreement. 

.. PART 'D' Miscellaneous Informalion 

15. Nature of export franchise: 
(i) Names of countries, if any, to which e.xports are excluded; 

and if so, the reasons there~or. 
(ii) Nature of any other restrictive clause. 
(iii) Export commitments, if any. Quantity and percentage of 

the output and value of exports year-wise. 

16. Please indicate if the foreign collaborator is agreeable to in-
clude a provision in the collaboration agreement to the eifct that the 
technical know-how/product design / engineering design can be passed 
on by the Indian company to another 'Indian party. should it bec?me 
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necessary, on tenns 'as mutually agreed to by all the parties concern-
ed, including the foreign collaborator, and subject to the approval of-
Government. . 

17. Whether the foreign collaborator has any other collaboration. 
with any other party in India for the same or similar pro~uct. If so,. 
give details. 

PART 'Et 

1. Date. of receipt of the application. 

2. Item/items of manufacture: 
(If a scheduled industry-No. to be indicated). 

3. Name of the List of Industries, List I (A), I (B) or (II) in. 
which the item of manufacture is included; the range of royalty. 
if any, as indicated in List I (A) or I (B) . 

4. Licensing policy in respect of item of manufacture i.e. if the-
item is on the "rejection list", "merit list" etc. 

5. Whether application has been accepted by the following Com-
mittees and if so the particulars of the Industrial Licence/Letter of 
Intent issued and the date till it is valid: 

(a) Licensing Committee. 

(b) C. G. Committee. 

6. If the item (items) is (are) imported, quantity and value of 
imports during the preceding year and current year so far (Item 
wise). 

7. If lumpsum payment in cash or in free shares, for technical 
know-how is involved. what percentage will this be (1) of the value-
of the total annual production (2) of the value of imported capital. 
goods (3) of the value of the total capital equipment required for the 
project. 

8. Whether the proposed agreement contains provisions which-
relate to matters pertaining to Company Law or Foreign Exchange 
Regulation Act, which require separate approval of the Govern-
ment. 

9. Recommendation of the DGTD or the concerned Technical 
authority. 

10. Recommendation of the CSIR (if not consulted, an indication, 
to that effect with reasons). 
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11. Recommendation of theDe, SSI (if not consulted, an indica--
tion to that effect with reasons). 

12. Recommendation of other concerned authorities, if any. 
13. Comments of the Administrative Ministry. 

14. Recommendations of the Administrative Ministry on the terms. 
of collaboration. 

(Signature) 

No. IP&FC-5 (26) /68-11 
Government of India 

MINISTRY OF INDUSTRIAL DEVELOPMENT AND COMPANY-
AFFAIRS 

(Department of Industrial Development) 
New Delhi, the 2gth January, 1969. 

CIRCULAR -
~--. 

Subject: -!..Form of application to be submitted by entrepreneurs for 
approval of their collaboration proposals. 

A copy of the proforma in which the prospective entrepreneurs 
are expected to submit their application for obtaining Government's 
approval to foreign collaboration is. enclosed for information and ap-
propriate action. 

To 

Sdj-
(A. P. SARW AN,) 

Deputy Secretary to the Government of India. 

1. Information Office.,., 

Press Information Burea.u, 
New Delhi, etc. etc. 

'--"::lII . ---FORM OF APPLICATION TO BE SUBMITTED BY ENTREPRENE-
URS FOR APPROVAL OF THEIR COLLABORATION 

PROPOSALS. 

(To be submitted with 5 spare copies) 

1. Name and address of the applicant. 
2. Name and registered office address of the Indian company which 

win implement the project and wheth~r it will be pubUc limited or 
private limited. 
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PART 'A'-Capital structure and form of management 

·3. Is the Indian company controlled 'either directly or indirectly 
by non-residents; if .so, please give particulars Q{ the directpartici-
pation and the indirect beneficial participation; i.e. ,in ~~e list of 
~hareholders are there any companies which themselves have non-
res)dent shareholdings? (Particulars of major shareholdings of 5 per 
cent and above of the, equity capital alone may be taken for this pur-
po~e) . 

·4. Names of the Directors of the Board (i) Foreign Nationals 

(ii) Indian Nationals. 

·5. Names of the Managing Agents, Selling agents, Secretaries & 
Treasurers or Consultants of the Company if any, existing or propo-
sed. 

6. Capital Structure: 
, " 

Existing 

Authorised 
Subscribed 
paid up 

Of which 
Foreign holding 
Indian holding 

Proposed 

Authorised 
Subscribed 
paid up 

of which 
··Foreign holding 

Indian holding 

'I ., . ,'- n''-TI -

Equ.ity Preference 

PART 'B'-Line of maO:ufacture a~d the capital cost bt project. (The 
Import and Indigenous content.) 

7. Existing business and proposed business. Has licence been ob-
tained for the proposed business under the Industries (Development 
& Regulation) Act, 1951; if so, give its number and date/If Letter of 

.This information is required in respect of the Company against 
item (2) and also in respect of the Company against item (1) in case 
the applicant is a Company . 

•• This should include the indirect beneficial non-resident parti-
cipation also with reference to column No, 3. 
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Intent has been obtained please quote reference/If registet:ed with 
the DGTD, the reference may be indicated. 

8. Estimated value of annual production: 

Product 

1. 
2. 
3. 

Quantity 

9. Location of factory and the State. 

"Tehail District .. 

10. Proposed capital cost of the Project:.:.... 

(a) Cost of capital equipment-
(l) Imported. 
(if) Indigenous. 

Value 
. ; 

" '.' J 

State 

(b) Cost of other items of capital nature viz. 
Land 
Building 

(c) Working capital. 

.. -..-".-._-

11. Annual requirements of raw materials and components (to be 
given separately):-

Name of raw material I 
Component 

Whether indigenous or 
imported: If the I etter, 
the COuntry of origin 

Qty. 
requIred 
per y~r 

Estimated 
value 

12. Details of phased manufacturing programme, i.e. the import 
eontent and indigenous content of raw materials and components 
which will go into the production: 

Y~ar 

1st Year 

(1) 
(ii) 
(iii) 
(iv) 

Item of Production Annual Turnover 

QuantttylValue 
tonnll(le 

, .' 

%age of value of imported 
content rio e, total of all 
imponed raw matc-riols 

and components]. 

.. ,~ . 
.", r~'" 1 I I' 



2nd Year 
(1) 
(ii) 
(iii) 
(iv) 

Srd Year 
(i) 
(ii) 
(iii) 
(iv) 

etc. 
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PART 'C'-Details of Foreign Collaboration 

13. Name and address of the foreign collaborator/s with whom the-
Indian company will be collaborating as far as this application is _ 
concerned..' ' ',~ 1 I- i',t! ~ 

14. Terms of' foreign collaboration:-

(-a) If the foreign collaborator proposes to .invest in the equity 
capital of the Indian company; 

(i) the amount of foreign equity investment; 

(ti) what percentage this would be of the total equity 
capital of the Indian company; 

(ill) whether the foreign investment would be in the form 
of cash or in kind. -

(b) Royalty and other payments: 

Technical know-how fees 

Royalty payment (lump sum) 
Other payments (give details) 

Cash Free Shares 

(c) Whethe~ recurring royalty is proposed and if so, the rate. 

(d) Duration of the agreement. 
(e) Estimated annual gross outgo of foreign exchange (without 

deduction of tax), of technical know-how fees, if payable in cash and 
royalties for the duration of the agreement. " 

(f) What are the specific services to be rendered by the foreign 
collaborator in pursuance of the agreement. 
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PART 'D'-Miscellaneous Information 

15. Nature of export franchise: 

(i) Names of c9untries if any, to which exportri are excluded; 
and if 10, the reasons therefor. 

(ii) Nature of any other restrictive clause. 

(iii) Export commitments, if any, Quantity and percentage of 
the output and value of exports year-wise. 

16. Please indicate if the foreign collaborator i. agreeable to ia-
-elude a provision in the collaboration agreement to the effect that the 
technical know-how/product design/engineering design can be passed 
on by the Indian company to another Indian party. should it become 
necessary, on terms as mutually agreed. to by all the parties concern-
ed, including the foreign collaborator, and subject to the approval of 
, Government. 

17. Whether the foreign collaborator has any other collaboration 
with any other party in India for the same or similar product. If 110, 

give details. 

Dated Signature of the applicant. 

'To 

No. F.17 (22) 1691D (PS) 
GoVERNMENT OF INDIA 

MINISTRY OF DEFENCE 
New Delhi, the 22nd February, 1969. 

(i) The Managing Director, 
H.A.L., Bangalore (10 copies) 
B.E.L., Bangalore 
B.E.M.L., Bangalore (3 copies) 
M.D.L., Bombay 
G.R.W., Calcutta 
P.T.L .• Secunderabad. 

(ii) The Manager, 
G.S.L .• Vasco-da-gama, Goa. 

SUBJECT: Foreign Investment Boord-Receipt of applicatiom for 
foreign collaboration Centrally by the-

Sir, 
I am directed to forward herewith a copy of the Ministry of In-

. dustrial Development and Company Affairs (Deptt. of Industrial 
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Development) Office Memorandum No. IP & FC-l (1) 169, dated' the-
17th January, 1969 on the subject mentioned above, for information 
and guidance. ' 

Authenticated for Issue 

Sdl-
(J. N. BALLEY) 
Section Of!icer. 

Yours faithfully, 

Sdl-
(MOHINDER SINGH) 

Under Becy. to the Govt. of India. 

Copy to:-D(HAL. I) ID(HAL. II) ID(BEL) ID(GRWIMD3ID (FY) I 
D(NF) [D(Prod) ID(ProdIAdmin.) IDte of P & C. 

Copy also to: -JS (ALP) IJS (PS) IDS (PS) IDS (OF) IDS (PA) IDS. 
(R & A) IUS (PS). 



APPENDIX II 

(Vide reply to recommendation at 51. No. 17, Chapter II) 

'IMMEDIATE" 

. No. F. 22(2) 171ID(BEL) IPC.l7 

GoVERNMENr OJ: INDIA 

MINISTRY OF DEFENCE 

(DEPARTMENT OF DEFENCE PRODUCTION) 

New Delhi, May 16, 1972. 
The Chairman and Managing Director, 
Bharat Electronics Limited, 
Bangalore. 

SUBJECT: Third RepOTt of the Committee· on Public Undertakings 
(5th Lok Scibha) pertaining to BEL Recommendation 
No. 17 (Para 5.34). 

Sir, 

I am directed to refer to the above mentioned recommendation 
in the Third Report of the Committee on Public Undertakings 
(1971-72) (5th Lok Sabha), pertaining to Bharat Electronics Limited 
and to say that it is recognised that there may be need to change 
over to new processes and technologies, from time to time, con-
sidering the Qverall advantages of such changes in relation to econo-
mic production and profitability of the enterprises and that on this 
account some items of plant and machinery or tools or raw materials 
may ,be rendered surplus. Nevertheless, the quantum of the loss 
that might ha·ve to be sustained on account of the write off of such 
assets because of the change over will also have to be taken into 
account. Government, therefore, agree with the recommendation 
of the Committee on Public Undertakings that Bharat Electronics 
Ltd. should make a thorough analysis of the' demand and cost of 
production before undertaking manufacture of any new items or 
before SWitching over to neW processes and technologies so as to 
minimise losses of the type referred to in the above mentioned re-
commendation of the Committee. 

Yours faithfully, 
Sdl-

MOHINDAR SINGH, 
Deputy Secy. to the Govt. of India. 
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APPENDIX III 

,(Vide reply to recommendation at 81. No. 28, Chapter II) 

'IMMEDIATE' 

No. F.6(6) 172ID(BEL) 
GOVERNMENT OF INDIA 

MINISTRY OF DEFENCE 
New Delhi, the 71l0th August, 1972. 

The Chief of the Army Staff, 
Army Headquarters, New Delhi. 

The Chief of the Air Stat!, 
Air Headquarters, New Delhi. 

'The Chief of the Naval Staff, 
Naval Headquarters, New Delhi. 

'SUBJECT: Advance payments agaimt O1'ders placed on Bharat Elec
tronics Limited, BangalO1'e by the Defence Services. 

Sir, 
In supersession of this Ministry's letter No. 6(32) l62fD(BEL) , 

dated 10th June, 1965 on the above subject I am directed to say 
that it has now been decided that in modification of the existing 
'Scheme of advance payments to BEL against the orders placed by 
Defence Services, the following procedure will be adopted for this 
purpose in respect of all orders placed on BEL by the Defence Ser-
'vices, irrespective the value thereof:-

(i) An initial advance payment of 20 per cent of the value of 
the order will be admissible immediately on the place-
ment of the orders; 

(ii) Further payments not exceeding 85 per cent in all of the 
total value of the order, including the initial advan~e 
payment of 20 per cent referred to at (i) above, will be 
made to BEL towards the purchase of materials and costs 
booked against the order, subject to a certificate from 
BEL that the total amount claimed as advance is not 
more than the total progressive expenditure incurred by 
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the Company against the relevant order upto the date 
of the claim. 

lib) A further payment of 10 per cent of the total value of 
each consignment will be made on production of proof 
of inspection and despatch of stores to the consignee. 

(iv) Payment of the ba.}ance of 5 per cent of the total value 
of each consignment will be made on the consignee certi-
fying the receipt of stores in good condition. 

2. The above procedure will be applicable to existing order as 
well except that where an initial advance payment in excess of 
20 per cent of the value of the order has a.lready been made that 
may be allowed to stand, but further payments will be in accord· 
iitee With Para 1 (ii) to (iv) above· 

3. It is hereby clarified that for the purpose of obtaining the ad-
vance payments, the procedure indicated in this Ministry Memo-
randum No. 6(32) l62!D (BEL), dated 15th October, 1963 (copy 
enclosed) will continue to supply. 

4. This letter issues, with the concurrence of Ministry of FinancE: 
(Defence) vide their u.o. No. 2024-Proj 11172, dated 2nd August, 
1972. 

Yours faithfully, 

Sdl-
K. SREEDHAR RAO, 

Under Secy. to the Govt. of India. 

Copy of the above forwarded to:-
1. 'l'heCh1l1rina:n-cu1n-Manllging Director, Bharat Electrorti'c'S 

Limited, Bangalore. (With 10 spare copies). 
2. The Controller (kneral of Defence Accounts, New Delhi. 
3. 'l"tte Director of Audit D~ence Services, New Delhi. 
'4. 'I1re Controller of Defence Accounts, Southern Com mlll1d , 

r>oona. 
5. The Deputy Director of Audit, Defence Services, SC, Poona. 
6. The ControUer of Defence Accounts,.. (Air Force) ,Dehra Dun. 
7. The Controller of Defence Accounts (NilVY), Bombay. 
8. The Controller of Defence A-eeounts, Eaetertl Command, 

Poona. 
3564 L.S.-7 
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9. Controller of Defence Accounts (Fys.), Calcutta. 
10. Controller of Defence Accounts, Central Command, Meerut. 
11. Deputy Financial Adviser, Ministry of Finance (DefIProj). 
12. Deputy Financial Adviser, Ministry of Finance (DefIAF). 
13. Deputy Financial Adviser, Ministry of Finance (DefINavy). 

14. Deputy Financial Adviser, Ministry of Finance (DefIO). 
15. Army Headquarters, M.G.O. Branch (W.E.-617). 
16. Air Headquarters (Dte. of Equipment). 
17. Air Headquarters (Dte. of Signals). 
18. Naval Headquarters (Dte. of Signals). 

Copy also to:-
Add!. SecyIJS(O)IJS(A)!JS(F)IJS(P & C)IDS(PSI); I>ir.(PIg) I 

D(GS-IV); D (0-1); D (Air-I); D (N-I); Legal Adviser, Minis-
try of Defence; TJ.S. (Planning); U.S. (BEL). 

Sdl-
K.'SREEDHAR RAO, 

Under Secretary to the Government of India. 

No. 6(32) 162ID(BEL) 

GOVERNMENT OF INDIA 

MINISTRY OF DEFENCE 

New Delhi, the 15th October, 1963. 

MEMORANDUM 

SUBJECT: Advance Payments for orders placed on Bharat Electronics 
Limited, Bangalore by Defence Services. 

The undersigned is directed to refer to Ministry of Defence letter 
No. 6(~2) 1621D (BEL) , dated the 10th December, 1972 on the above 
subject and to say that it has been decided that in future all demands 
from Bharat Electronics Limited, for advances under the authority 
of the a,bove reference, shall be routed through the indentor, who 
shall counter sign the same in confirmation of the fact that the 
demand relates to an indent placed by him on BEL and the amount 
of advance demanded is within the percentages prescribed and for-
ward the claims to the C.D.A. concerned for payment. Arrange-
ments may kindly be made by the indentors to ensure that the claims 
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when received from BEL are processed expeditiously. The CDA 
(EC) will keep the indentor informed of payments made against 
such demands. The above procedure. will also enable the indentors 
to have these advance payments reftected in the periodical Budget 
Heturns. 

2. This issues with the concurrence of the Ministry of Finance 
(Defence) vide their u.o. No. 5249 I Prod. II, dated 9th October, 1963. 

To 

Sdl-

B. L. MITT AL, 

Under Secretary to the Government of India. 

The Army Headquarters (WE-6/7) (OS-17-A) (MG-C) 
Air Headquarters (Dte. of Equipment) 
Naval Headquarters . 

• • • • • • 



APPENDIX IV 

(Vidle reply to recorpmenciatkm at Sl.No. 12, Chapter III) 
Actual Production IIftc! InBtdZed ~it!l 

-----------_. ._----, --- --_.- ---

81. Item Year Present Installed Production Actual 
No. Licensed 

Capacity 
Capacity Planned Production 

millions million/ million . million 
Year 

I Receiving Valves 19'10-71 5'00 S'OO S'Co S'47 
197 1-71- 'S'OO .~ 7S S ''7S 5'84 

2. Gc.'tmaniam Semi-Con- 191'0-71 
ductors, 

rfi·oo 16,'00 U'SO 13'04 

1971-72. 16'00 16'00 12.'S 13' S4 

3 Silicon Semi-conductor 1970-71 10'00 '5'00 ,~' S S'OS 
197 1-72. 10'00 'S'OO ,S'S S'40 

" Ceramic Capacitors 1970-71 2.0'00 %II'S %14'0 16'74 

1971-72. 2.0'00 IS'6 IS'O 18, u 

.This is due to the fact that Company has received a letter of intent for 10 million 
in August 71 and that necessary facilities are being established in phales. 

~ relllOll8 for the higher planned production than installed capacity in 70-71 and 
71-72. are due to the fact that the actual bcenced capacity in these years wu about 7 to S 
million because of additional facilities being established to achieve an ultimate licenced 
capacity of 10 million conductors. 

% The planned production for 1970-71 was higher than the in.talled capacity due to 
lltaDlishment of required facilities in phuea'i in the case of SUicon Conductors. 
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APPENDIX V 

(Vide Pa.ra 5 of the Introduction) 

Analysis of Action Taken by Government on the recommend4tioru 
contained in the Third Report of the Committee on Public 
Undertakings (5th Lok Sabha). 

I . Total number of recommendations • 30 

II Recommendations that have been accepted by the 
Government (vide recommendations at Serial NOI. I, 
2, S, 11\ 9, 10, II, 14, IS, 17, 18, 19,22,23,27.28 and 
29)' • • . • • • • • 

Number 

Percentage to total 

III Recommendations which the Committee do not claire 
to pursue in view of Government's reply (fJide recom-
mendations at Serial Nos. 3,4,6,7. u, 16, 20, :U, 24, 
26 and 30) • • • • " II 

Number 

Percentage to total 

IV Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee (vide 
recommendation at Serial Nos. 13 and 25) • 

Number 

Percentage to lotll1 
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