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INTRODUCTION 

I, the Chairman of the Estimates Committee having been authorised 
by the Committee to submit the Report on their behalf, present this 
Sixty-Fourth Report on action taken by Government on the recommenda-
tions contained in the Fifty-Fourth Report of the Estimates Committee 
(Seventh Lok Sabha) on the Ministry of Defence (Department of Defence 
Production)-Ordnance Factories. 

2. The Fifty-Fourth Report was presented to Lolc Sabha on 29 
April, 1983. 'Government furnished their replies indicating action taken 
on tt.e recommendations contained in that Report by 20 January, 1984. 
The replies were examined by Study Group of Estimates Committee on 
Action Taken Reports at their sitting held on 8 March, 1984. The draft 
Report was adopted by the Committee on 13 Marcb. 1984. 

3. The Report has been divided into roJ/owing €hapters : -

(i) Report 

<ii) Recommendations/Observations that have been accepted by 
Government. 

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

(iv) Recommendations/Obstrvations in respect of which r(plies of 
Government have not been accepted by the Committee. 

(v) Recommendations/Observations in respect of which final replic'\ 
of Government are still awaited. 

4. An analysis of action taken by Government on tbe rl'comrr.end-
ations contained in Fifty·Fourth Report or Estimates Commiltte 
(Seventh Lok Sa~a) is given in Appendix. It would be obsl'n'ed that 
out of 31 recommendations made in the Report, 26 recommendations; ,. 
about 84 per cent have been accepted by Governmt'Dt, 2nd the Com-
mit~ee do not desire to pursue 1 recommendation i.e. about 3 rer cent in 

(vii) 



(viii ) 

view of Government's replies. Replies have not been accepted in respect 
of 3 recommendations i.e. about 10 per cent. Final reply of Government 
in respect of 1 recommendation, i.e. 3, per cent is still awaited. 

NEW DELHI; 

March 24. 1984 -----------------
Choltra 4, 1906 (Saka) 

BANSI LAL. 
qhGliman. 

EnlmtUts Committee 

". 



CHAPTER I 

REPORT 

This Report of the Estimates COlQmittce deals with the .ctioo taken 
by Government (Department of Dc;fC:Dce Production) on the recommend-
ations contained iJ) their Fifty-Fourth Report (iev~th tole: Sabha) on 
the Ministry of D~fence (Department of Defence Productioa) Ordnance 
Factories which was presented to Lok Sabha on 29th April. 198.<. 

; 

1.2 Acti9n taken notes have been received from Government in 
respect of all the 31 recommendations contained in the Report. 

1.3 Action taktn notes on the recommendations of the Committee 
have been c4tegorisC!d as follows :-

(i) Recommendations/observations that bave b~en accepted by 
Go"ernm~t "<Chapter mSt N()$. 1.4 tuH, 16, 17 and 19 to 

1 ; Total-26. 

(ii) ~~commendation8/0bservations which the Committee do not 
desire to pursue in view of Government's replies (Chapter Ill) 
81. No.3; Total-I. 

(iii) Recommendations/observations in respect of which Govern-
mont's replies have not been !lCC!:pted by tbe Committee 
<Chapter IV) SI. Nos. 14, 15 It 18; Tolal-3. 

(iV) Recommendationl/observatlOns in respect of which fina) re-
pUes of Government are stHl awaited (Chaptet V) Sl. No.2; 
Total....:l. " 

1.4 The Committee will now deal witb action takeD by Govern-
m'lt 00 some of their recommendatrons. 

MlJI'keting OrgdnisatllNJ/or eMl sqJes 

Recommead.t.iOD $1. No. 14 (P.r ..... ph No. 2.54) 

1.5 In 54th· RepOrt (Oripn.1) of tbe "Estimates Committee the 
e(ulllbittee bad Observed that -'ttveD thoUJh the GbvernDielu have ac-

1 
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cepted that one one of tbe objectives of the Ordnance Factory Board is 
to 'maximise utilisation of installed capacity where necessary by diver-
sification of production to meet the demands of the civil market and for 
this purpose build up an effective marketing oraanjsation' no serious 
effort has been made to achieve this end. The value of sales by 
Ordnance Factories to civil sector has gone up from RI. 16.35 crores in 
1977-78 to Rs. 21.80 crora in 1980-81. There is scope for incr.:asing 
tbis further and putting it on commercial basis". The Committee haJ 
recommended further tbat "the profit or loss on lalea to civil sector 
shouJd in future be brought out in the Annual Reports". 

1.6 Government have in their Action Taken Reply furnished to the 
Committee stated that "The question of reftecting the Profit or Loss on 
sales to civil sector by the Ordnance Factories in the Annual Accounts 
was taken up with tbe Controller Oeneral of Defence Accounts, wbo has 
issued necessary instructions to the Controller of Accounts (Factories) 
that a statement relating to Profit/Loss on issues to civil sector by the 
Ordnance Factories is prepared and such a statement will be appended 
to the Annual Accounts of the Ordnance Factories from 1982-83 
onwards".-

• The Report was adopted by the Action Taken Study Oroup on 8.3.1984 
and by the Bstimates Committee On D.3.1984. On the 19th March, 1984, Minis-
try of Defence (Department of Defence Production) submitted the foliowins reply 
of the Oovernment to the recommendation of tbe Committee substitutinS their 
earlier reply. 

"Th Estimate Committee recommended that a marketins or,anlsation may 
be set up for meetins the demands of the civil market by the Ordinance 
Factories, As mentioned by the Estimates Committee, one of the ob-
objective beforo Ordnance Factory Board is to maximise the utilisation 
of installed capacities in the Ordnance Factories, where neceuary by 
diversification of production to meet demands of the civil market and 
for this purpose build up an effective market ins oraanilation. The 
present level of civil trade by the Ordnance Factories in about RI. 20 Cr, 
per annum. There is already a Civil Trade Cell at the OrdnarHlC 
Factory Board H. Qra. A separate market in. orpnilltion will be 
con'idered u recommended by the Estimates Committee, if and when 
the workload of civil trade becomes viable and demands a full-ftedpcl 
marketlns orpnisation. In the meantime, all efforts are beiDS made to 
utilise the spare capacities in OF. by meeting civil trade requlr ,ments 
wbich can be met without involvins any additional ~vestment. It may 
be mentioned that the Ordnance Factories are capt/v. to the Army and 
tho demand of civjl marltet can be met only wber. spare capacities are 
available temporarily. With the present workload of civil trade, the 
Civil Trade Cell at OFB H. Qra. Is considered sufficient and can be 
auallleDted to meet the requirements, if necessary", 
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1.~ The Committee take aD adverse 'lew of the fact tbat II their 

action taken reply the Departmeat of Defeace ProcIuctJoa bave compillel, 
ignored their suggestion for tbe settlnl up of a MarkeUBI Org .... satJoa 
for the dispOial of tbe sizeable prodactlou In OrdDauce factorl. for the 
civil market, resultial from the policy of maxlmiliag utJlls.t1ou of capa-
city. As alread1 pointed out, ODe of the obJectIYes laid down for the 
Ordnance Factories Is "to maximise tbe utilisation of tbe iustalled capa-
cify "here necessarJ by diversification of production to meet the denaaad 
of the cl," market, aDd for this purpose baild up an effective marketlll 
organisation". Since the ,alue of sales to tbe civil sector In 1980 81 ,bad 
already reached the level of aboat Rio 11 crores, tbe Committee bad felt 
t bat tbere "as scope and need for sueb a marketlnl oreaD88tlon. 'Ibe 
Committee would like tbe DepartmeDt of Defeace PrCMIuc:tloD to live a 
serious consideration to tbe recommeadatlon and Inform tbe Committee 
of their decisloD fD the matter. 

Procurement of minor items from cMI market 

RecommendatloG SI. No. 15 (Paragrapb No. l.55) 

1.8 The Committee bad expressed a feeling that minor items like 
Table Lamps, Wooden Almirah, Folding Table, etc. produced in tbe 
Ordnance Factories for internal use could easily be procured from tbe 
civil trade, and bad recommended tbat a review may be conducted to 
identify items wbicb could be procured from tbe Trade and tbe 
Ordnance factories relieved of tbe responsibility of manufacturing them 
thereby allowing them to concentrate on major items" 

t.9 The Department of Defence Production have in their Action 
Taken Reply stated that "the recommendations made by tbe Estimates 
Committee have been noted. Tbe Ordnallce Factories generally do not 
manufacture components/items whicb are available and can be proourcd 
from the civil trade, according to tbe speci6catiOM aad tac aequired 
standards of quality and at COIIIpCltitm priccs··.· 

• 'I1Ie Report was adopted by the Action Taken Study Group on 8.3.1984 
ad by the Estimate Committee on 13.3.1984. On tho 19th March, 1984, Ministry 
of Dorenco (Department of Dot'enco Production) submitted the followin. roply of 
the recommendation of the Committee ,ubstltutinl their early roply : 

"The Elitimate Committee have recommended that Ordnance Factoriel 
should be relieved of the responsibility for maoufacturin. minor ileml 
like Table Lamps, Foldinl Almirahs. We have already Itated in our 
Action Taken Note tbat this recommendation of the Committee hu 
been noted. The OrdnaDce FactoriOi are manuCacturina the minor 
itema IDIntioned above on receipt of indent. from Army. We are 
lakina up the matter with tbe Army H. Qrs. aod rcquestiq them to 
obtain the above meotioaed minor Items from civil trade, " delirod by 
the Batimatel Committee aDd do not pisco furtber iDdOllta or theee Items 
OD the 0rdDaDCC Factoriea." 
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t.tO The Committee are •• able to agree to the vie\\' that tbe 

OrdlDaDCe faeteries 'geaerally' do not maDufacture items which can be 
proeur~ from the civil trade according to the speciftcatioDs aDd the 
required st ..... r45 of quality and at competitive prices. The Committee 
have already mentioned Dames of a few Ite:ns viz. Table Lamps, Wooden 
Almlrab, Fel4iag Tables, BasiD-culII-stan4, Tentale, Cov.er. water proof, 
belngmanufadured In Ordaace ractories which could h." beeD procured 
frOID the dvlt seCtor. The Committee had In fact 4elired that a review 
might be eonducted to identify 1Iuch Items. Little hdicatlon Is available 
from the G01'el'llmeat's ·reply that soch a review hn been mllde. The 
Commktee would therefore, reltr.rate the reeommeDdation tilat s8eh 8 

review sbould be carried oat and ·the ordnance faetDrles relieved «tbe 
respoutbility of m1lllDfaotar'" lueb Items IS coald be procured from civil 
traie. 

Performance A.udit (Recommendation SI. No.8 Para 2.70) 

1.11 While the Committee Dotin8 tbat the pclrformance of the 
ordnance factories was reviewed by the Comptroller G.:neral .of Defenj;;e 
Accounts and tbe Auditor General ,tbey had Qe~irQd the Ministry of 
Defenoe to examine the feasibility of introducing the I~stem of compre-
hensive reviews of performance of the ordnance factories by an Alldit 
Boar.d associating ellpcrt as was b.!ing done in the case of aelected public 
sector undertak.ings on yearly basis. 

1.12 The Department of DefencePcoduction .tated in reply: 

"In.o far as OrdnaftCC factories are concerned. ·on,Audit Officer 
has 'eJtclustVtly' becin assigned for the audit of perfonnapce of the 
Ordnance Factories. This Offlte'r'is known as .Director .of Auqit 
(Or4naDceFactoric,e) locatej at Calclltta. This qfficer fUnc.,iolls !,lOder 
the col\trol of tbe Comptroller and Auditor General of . India. .Bc.ajd~s. 

a Cbef Internal Audit Officer has also bten sanctioned for the Ordnance 
Fa(;tory Board, \yho does the internal audit of the functions of the 
various Ordnance F-.ctories and au~itl r~ports to the: OrdQapce Factory 
Beard for manapment decisions. 

1.13 In view of. tbe above .apecificelternal and Milc(nal audit 
oflic~rs .,signed exclllsively for the' Ordnance factories, it is considered 
tJ..at ' there' iSBO '. {nec~ . for .,etliQg, t"o performance 'of tho. Ordnance 
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Fa~tories reviewed by an Audit Board ... • 

1.14 The Committee would like the Department of Derence Produc-
tion to re-examine whether, the existing arrBDgements for audit notwlth-
staQ,diDl, a .Yst~ .of I:evJe?f of ,be performance of ordap"~ f.ctorJ~, by 
an Audit Board' a8S~jatJn, experts as was ~eIJl'''Dne 10 the case of 
selected PUblic undertakings on yearly b.lsls, would 'be of aduntale. 

1.IS The Committee would like to emphasise that they attach the 
I eatest impodlWee to tbe impJementatlon of the r~co~mecad"tionl ,a,ceep-
ted by Govern'tPent. They weald, therefore, urle that Govera,Jlieot 
shQllld eDSure e:q»er.ditiomJ Implementation of the recommendatioDS a~p
&,e4 by .them. ,~cale w.here It Is .. 9t It0,lSibJe to Implement the re~· 
~atloD i, let~ and spirit for aDY r~aSOD the matter sbould be repone,. 
to $be Committee In time witb reaSODS for n~D-lmplemeqtatloo. 

1.16 The,Cj)Mlll«ee 4etire tbat reply In respect of tbe reco~~e~
dation,contaiDed .0 Cb"pter V of the Report may be finalised aDd final 
reply of tbe Government furaisllecl ~o tbe Cwpmittee ,expeditiously. 

• The Report was adopted by the 'Action Taken Study Group on 8.3.1984 
and by the Estimates Committee on 13.3.1984. On the 19th March, 1984, 
Ministry of Defence (Department of Defence Production) submitted the following 
reply of the Government ,to the rec;ommcqd_tioD of the Committc!c substituti,., 
their reply : 

"M already intimated in the Action Taken N(lle, adequate internal and "'-
ternal audit arrangement. already exist in 80 far as the Ordnance 
Factories are concerned. The functions of the Chief Internal' Audit 
Offl~r of OFB are being te-oriented to make It more effective so that 
the problems where the performance of the OFs is nOI satisfactory are 
thrown ·up and remedia measures are taken. It is el(pected that, 
with the above change in the functions of the Cbief Internal Audit 
Officer and with more effective monitoring at Government level, Ibrough 
the Hiah Level Committee under the Chairmanship of Seey. (DP) 
aDd with FA (OS) and chairman, OFB as Members, the performanCe of 
the Ordnance Factories could be watched more CIO~ly.There 'apPears 
to be no need to set up an Audit Board to review the performance or 
Ordnarwe Factories which lire demartmental ulI~rtak,inp', unlike .the 
Public, ~CIO~ U!ldef~kiDgs whi,cb afe autonotnOus"~4ies." 
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RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation (SI. No.1, Para 1.1~) 

The Committee find that on the basis of a reorganisation of the 
structure of the Ordnance Factories administration the Ordnance Factory 
Board wu set up in 1979. Besides Chairman. the Board has seven 
Members. Of these, three Members are directly responsible to oversee 
tbe functioning of as many as 33 Ordnance Factories, with a total turn-
over of Rs 536 c'ores. The Committee feel that the span control is 
too wide to be conducive of effective supervision, direction and control 
by the Functional Members of tbe Board. They accordingly r.:commend 
that the numher of Functional Members of the Board may be suitably 
increased to ensure ,reater functional efficiency. 

Action taken by tbe Gover .... eDt 

The recommendation made by the Estimates Committee has been 
noted and it will be considered in the light of further expansion of the 
Ordnance Factories Organisation consequent upon the setting of certain 
now projects. The Estimates Committee will be suitably informed of 
the action taken in due course. 

[Deptt. of Def. Produc. O.M. No. 15(29)/82 (Projects-I, dt. 20.1.84)] 

Rec:ommea'.flon (81. No.4. Para 1.29). 

In pursuance of a recommendation by the Rajadyaksha Committee 
powers of the Director General, Ordnance Factories were enhanced. .A 
view has been expressed that this enhancement of power bas bad no 
impact on the working of the Ordnance Factories. Secretary, Defence 
Production, however, stat~d that they bad delegated powers at all kvels 
to ensure accounbhility down the line. He further stressed that in 
March, 79, tbe pow.:r structure waa totally recast and tbat the new 
structure was again reviewed in Sept. 79, to see whether there was any 
impediment in the exercise of powers. He assured the Committee that 
the powers are enbanced from time to time on calC to cue buis. parti-
cularly durin. tbe period Feb-April, 82. Tbe Committee stresa tbat the 

6 
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qu~stion of adequate delegation of powers should be kept under constaDt 
review to ensure operational efficiency at allle\els. 

Actin taku by the GO?Cl'IIIIleDt 

The above recommendation of the Committee has been noted. The 
delegation of enhanced powers to the Ordaance Factory Board and tho 
Oeneral Managers of the Ordnance Factori. is a continuous process in 
the light of experience and requirements from time to time. 

lDeptt. of Def. Produc. O.M. No. 15(29)/82 (Projects-I. dt. 21.1.84)] 

Reco ........ tion (St. No. 5, P.ra 1.35) 

The Committee find tbat durins the lut 4 yoars actual expenditure 
of Ordnance Factories was in excess of even the revised budget estimates 
to the extent of Rs. 34.17 Cr. in 1978-79, Rs. 4O.S8 Cr. in 1979-80. 
Rs. 68.2~ Cr. in KO-81 and Rs. 4Z.20 Cr. in "I·U. According to tbo 
S.:cretary, Defence Productibn, excess expenditure over the revised 
estimates each year during the last fo.ur years does not speak of healthy 
bu jgeting. He, however. eltplained, tbat tbo main faCtors which bad 
resulted in eltcess expelldituro durin~ these years were higber production 
commit mont and realisations, escalation in cost of materials eto. The 
Cbair/Dan. ora agreed during evidence tbat these factors were well 
within the realm of being foreseon and foreeut. Tbe Committee sUlgett 
tbat tbe system of estimates of expenditure should be streamlines. 

Action Takea by Goyemmeat 

The Ordnance Factory Board have already issued instructions, on 
tbe lines directed by tbe Hiab Level Committee to all the General 
Managers, regardin, formulation of budaet estimates and control of 
expenditure involving systems improvement. Copies of tbe instructions 
No. OOI/TS.'83-84/F/B dated 11.8.R3 and No. 001/0 II83-84/F/B dated 
5th Sept~mber, 83 issued by OFB are enclosed for information or the 
Estimates Committee. (not appended). 

[Deptt. of Def. Produc. O.M. No. 15<29,/82 Projeets-I dt. :0-1-84>] 

RecommeDdatloD (SI. No 6, Par. 1.10) 

At present tbe plannin, by tbe Army whiCh in corporatos moderni-
sation schemes as also weapon induction programme covers a time IpaD 
of five yean. On tbo basis of tbis the services raise indeats on OrdDauce 
Factory Board 4 yean in advance. Secretary. Defence Production 
a,reed tbat "'tbere is a need or 10-15 yean perspeetivc planDiDS" and 
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also "for greater coordination the Service planning with production 
planning." The Committee de~jre that 
pr 'ctical shape and there should be no 
plan, wbich has been taken up recently. 

these views should be siven 
dolay in evolving a ten· year 

It may be mentioned that Government haC! appc)int~d an inter-
MinistrialGroup of Defence PI nining, the lec;:omme'ndatioM of Which 
were cons:dercd by tbe Committee for Defence Planning in 
April, 80 and approved their recommendations :ihat 'a 15 year Perspec· 
tive Plan for b\!fence should 'be prepared. The Committee (or Defence 
Planriing hlid down a til11e friiDio for the activities forming part of the 
Defenee P&rspectivc Planning exerCised., the wOrk on the preparation of 
the PerSl>eictivePlao for the periOd' 1985 onwatd, is already under way 
and initial activities have commenced. Itt acco,fdallce with the decision 
taken by the Committee for Defence Planhing, all Organisations under 
the Minigtry of Defence ar~ reqoired to pr~;l tre their Perspective Plans 
which will ultimately be coordinated and integrated in tbe Department 
of Defence and pUt up to the Committee far Defonce Planning for 
approval. In this' e)tercill!, the inter-scctorallinkagts between the various 
Organisaticnial 'Ptans will be e.uiblhhed and ibtcaratcd into a siogle 
D,fence Prosl>ccrive Plan. 

2. It may b~ m mtioned here that the importanc~ of ensuring 
suitable co.;rdination DetWeen theSer"ice ~larts '.rid prodUction plans 
has been reallsed ail a'I)~~ in theMini~try' of Oefel'lce. A Defelice 
Cobtdination and tmplementatibn Committee Was ~ortsti[uted by 
Oovernmeht in Decetnbtr, 1979 under the Chairmanship of DefetrCc 
Sctte{ary, with Secret~ry (~), Sci.:ntific adviSer to RM and FADS as 
its rit~mbers. This CO'l'Iimittee has been set up ttl eri!lurc better andeonstant 
coordination from ·tho stage of forniatiori. ()f the Defence Plan up to its 
implementations stage. The othor fUDctions of this Committee are-<i) to 
revi~w the prog;ess <> formation, coordination and implementation 
of all Defence, defence Pruc!liction and Det"ence Research &: Develop-
men~ Organisational plans, (ii) to provide the necessary linkages between 

. . ' I , 

the, Defenceaad Defence Production plans on the one hand tbe R&D 
acii~Hies ,?q the other; (iii) to loca,te and identifycritic.al items in use of 
t~e ~,~med For~s and en,sur~ concentration of efforts to supply, tbese 
cifher, thro~8h ir1djae~ous de;elopm~nt by u.o. Or th~ougb im.port of 
techno'logy Bod indigenous production. (iv) to locate bot~lenecks and 
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impediments in tbe speedy implementation of the Defence, Defence Pro-
duction and Defence R&D Plans envisaging solutions for their removaL 
This Committee provides a suitable institutional arrangement to ensute 
proper and optimal coordinatIOn between the Defence Plans and tbe 
Production Plans. 

IDeptt. of Oer. Produc. a.M. No. 15 (29)/82 (Projects-I, dt. 20.1 84)] 

Recommendation (SI. No .7, Para 2.11) 

It is imperative for the success of the schemes "nd programmes of 
modernisation and weapon induction and their productioniaation that 
these are conceived, formulat~ and monitored by an Apex Body 
consisting of experienced and know)edaeab)e service officer., Scientists, 
Engineers and those who ar.: well versed in defence production and 
planning processes. The Committee recommend that Government may 
give a serious thought to tbe selting up of such an Appex Body at tbe 
earliest. 

ActioD Taken by Government 

It may bIS mentioned for the information of tbe Estimates Com-
mittee tbat therl! alr~ady exists an Apex Body with constitution similar 
to the one recommended by the Committee. This Apex Body is called 
Committee on Defence Planning (COP). It is headed by the Cabinet 
Secretary and has as its Members, Principal Secretary to Prime Minister, 
Defence Secretary. Secretary (D"fence Production), Scientific Adviser to 
R':lk~ha Mantri, Finan::e Secretary, Foreian Secretary and Secretary, 
Planning Commission. The three Chief. of tbe Defence Services are 
also members of tbis Apex Body. This eommittcc bas sufficient 
expertise to perform the functions envisaged by the Estimates Com-
mittee. It, therefore, does not appear to be necessary to set up a 
separate Apex Body. 

[Deptt. of Def. Produc. a.M. No. 15(29)/82 (Projects-I9 dt. 20.1.84)] 

RecommeDclatlon (SI. No. 8, Para 2.17) 

During the period 1977-78 to 1981.82 per ccntage of item. wbere 
Ordnance Factories were able to acbieve agreed targeta of production of 
weapons was more than 80 in all the years except in 1979-80 when the 
percentage fell to 50 only. The ComlDittee are, however, perturbed to 
find that during this period, tbe percentage of achievement of tarsetS in 
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respect of • Ammunition' ranged between 45.83 and 60 and between 3.3 3 
and 6666 (except in 1977-78 when it was 1(0) in re~pect of 'D' Vehicles. 
Such serious shortfalls should not persist. According to the Ministry of 
Defence slippages in achievement of targets of production were due to 
delay in supply of material by the Civil Sector, power interruptions and 
cuts. water shortage in some localities and procurement problems through 
DGISM. London. Corrective steps like augmentation of capacity in the 
Ordnance Factories. developing more sources from trade and placement 
of contract. on more than one party arc being implemented. The Com .. 
mittee recommended that a watch on efficacy of these measures may 
be kept and if at a stage it becomes evident that !lJippages are traceable 
to faulty planning and/or lax production control. corrective steps should 
be taken without delay. 

Action takeD by Government 

The above recommendations made by the Estimates Committee 
have been noted. One of the major constraints in the production of 
ammunition was shortage of shell forging capacity in the Ordnance 
Factories due to old and outdated Forging Presses. Government have 
already sanctioned replacement of Shell Porging capacities in Factories 
like Metal & Steel Factory, Isbapore, Ordnance Factory, K;Iopur etc. 
The Forging Press at Ordnance Factory, Ambajhari has also be~n 
successfully commissioned. Yn view of the above steps, the major con-
straint in tho production of Ammunition would be remoYt'd. 

2. In other areas,· augmentation of capacities are sanctioned, 
wberever nccenary keepi.Dg in view tbe stabitished demand levels of the 
Armed Forces. With increasing involvement of civil trad\! in the pro-
duction of defence components etc. it is expected thut better results 
would be achieved by the Ordnance Factories in future. I[ may be 
added that the gross value of production in 8'-83 in the Ordnance 
Factories was Rs. 869 Cr. and tbe target for '83·:-;4 is R!I 950 Crores. 

[Deptt. of Der. Produe., O.M. No 15 (29)/8 (Projects-I, date 
20.J.84}) 

Ree mmend.tion (SI. No.9, Para 2.40) 

The Ordnance Factorie!l runction as captive units of the Deftnce 
Services. Ministry of Defence have drawn Ilttention of the Committee' 
to the fact that in ordnance factories "the capacity utilisation fluctuates 
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due to obsolescence of weapon~ and ammUnitIOn, dieted by consider-
ations of Defence strategy, and tbe need to induct better and fast 
changing Defence equipment." Nevertheless, tbe Committee cannot look 
with equanimity that over al\ capacity utilisation in ordnancc factories is 
around 70 to 75 per cent only. Even though Ordnance Factories 
function as depnrtmental undertakings, they should maximise the utilis-
ation of capacities. 

Action Taken by Goyernment 

Malliiuisation of the capacity utilisation in Ordnance Factories is 
always the objective before the Department of Defence Production, 
subject to availability of work-load and availability of raw materials/ 
components etc. A special watch is kept on the Ordnance Factories 
where capacity utilisation is low, and sucb cases are rcviwed at the High 
Level Committee for taking remedial measures. 

[Deptt. of ocr. Produc. O.M. No. 15 (29)/82 (Projects-I, date 
20.1.84>] 

Recommendation (51. No. 10, Para 2.41> 

In this connection, the Committee note with concern that even tho 
defence sector should be suffering due to power shortages and trippiogs/ 
h1adhshedding causing not only breakage to tookings in certain cases but 
also in loss of manhollrs and failure to a<:hieve productioo targets. The 
Committee urge that this matter should be taken up with tbe State 
Governments at a high level for according priority in tho matter of 
supply of power to Ordnance Factories and Units catering to tbeir 
re~uirements. Wherever the shortages are found to be acute the 
Department of Defence Production should not besitate in setting up 
captive power plants for ordnance factories. 

Action Taken by GoverDmeat 

The Defence Sector has been accorded a hilh priority in resard to 
the availability of power to the Ordnance Factories by the respective 
State Governments. Whenever there is any power-cut or undue tripp-
ings/load shedding in any of the Factories. the matter is immediately 
taKen up by the Department of Defence Production with tbe higbest 
Authorities in the State Governments as well as the Mini.try of Energy 
of the Government of India. Upon taking up these matters with the 
respective authorities, the fituation is invariably remedied to the extent 
possible. 
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,As regards the question of setting up captive power plant in tbe 
Ordnance Factories arc concerned, it may be mentioned that on the basis 
of data compiled by the Central Electricity Authority and in view of the 
power situation ~enerio in the Eighties obtained from the Ministry of 
EDerl-Y, Plaa.ning Commission etc., it has been decided by the Ordnance 
Factory Boatd that it is not necessary to provide captive power plants. 
except in the Grey Iron Foundry, Jabalpur, which has got process 
furnaces where interruption in power supply would result in breaks in 
production. Government has sanctioned setting up of a captive power 
plaDt at Grey Iron Foundry, Jabalpur, which is nearing completion. 

[Dcptt. of Def. Produc. O.M. No. 15 (29)/82 (Projects-I. date 
20.1.84)] 

'Rec:ommeadatioD (SI. No. 11, Para 2.42) 

The Committee find that during the period from January, ]979 to 
September, 1982 out of 800 indents placed on DGIS"'f, London by 
Ordnance Factories 10 far, 198 indents have not yet been covered or has 
been partly covered and out of 8223 items indented, it is yet to cover 
1989 iteml. The value of order placed by Ordnance Factories during 
1979-80 to 1982·83 on DGISM, London ranged between Rs. 57 crores 
'and Rs. 80 crores. The Committee have been informed that Govern-
ment arc looking into the functioning of ISM London, with a view to 
improving its efficienc). One of the suggestions being considered in this 
connection il to transfer (unctional control of ISM London to the Mini-
stry of Defence. The Committee do not appreciate the existing position 
wherein the Ministry of External Affairs bas con~rol over the ISM. 
London which is mostly catering to the needs of Ministry of Defence. '" . In their view. it would be more appropriate to transfer control over this 
organisation to Ministry of Defence which is tbe main user of the 
facility of the organisation. The Committee would urge an early 
decision in this matter. 

Adin Takea by OcmrrDmeot 

It has already been decided by the Government that tlTe Supp y 
Wing in Loudon would work under tbe local administrative control of 
the Higb Commission but will functionally be answerable to the Ministry 
of Defence. The specific ways and means by the functional control over 
the Supply Wing will be effectively exercised by the Ministry of Defence 
arc beinS devised in consultation with the Services Head'luartcrs and 
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other Concerns. The Estimates Committ,-e would be informed of tbese 
functional control mechanism on Supply Wing London in due coutse. ' 

[Deptt. of ocr. Produc. O. M. No. 1 S (29)/82 (Proje~ts-I, date 
201.84») 

RecommendatioD (51. No. 12, Para 2.43) 

Lack of demand from the services due to changed patten of 
demand or war reserves bavi 18 reached a saturation point is among the 
reasons responsible for emergence of spare capacities in ordnance fac-
tories. The Committee recommend that efforts should be made to 
utilise tbe spare capacities by diversification, of products of inter alia 
cater for exports especially to under-developed and· developing coun-
tries within the parameters of our foreign policies or intcrnal civil. 
market. 

ActioD Ta\en by GovemmeDt 

In order to boost up export of Defence st.)res, Government h:!vc 
already set up an Export Promotion B .lar j with Secretary (DP) as 
Chairman. The capacities in th: Ordin:lOce Factories where capacity 
utilisation is low due to tbe lack of demand from the Services bas been 
deversifted to manufacture items for civil u~. 

[Deptt. of Oef. Produc. O.M. No. 15 (29)/82 (Projects· f, 
dt. 20-1-84)) 

Recommendathos (81. No. 13, Para 2.44) 

The Committtee understand further that thero is scope for produc-
tion of certain items like those in sophisticated areas of elcctronicli 
and radars. We could look for eltport marke.ts for such' product~ 
in d~veloped countries as the technologies in Ilse in ordnance fac-
tories in such areas is stated'to be comparab\.e to that ill use in these 
countries, Tbe Committee nre of the view that we should not hesitate 
in cre:tting capacities in these areas Dot only for earning foreign exchange 
but also to previde U~ with a cushioll to resort to in timea of war wilen 
we could divert these capacities (Of' internal use. 

Action Taka by Government 

The electronics and radars are produced in the Sharat Elcctrona 
Ltd. a Public Sector U ndertaki 118 of Ministry or Defence, and· not in 
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the Ordnance Factories. A copy of the above recommendation of tho 
Estimates Committee bas been sent to Sharat Electronics Ltd. for 
necessary action. 

[Oeptt. of Oer. Produc. O.M. No. 15(29)/82 (Projects-I. 
dt. 20-1-8-1>] 

Rec:omme.datlon <SI. No. 16. Para 2.58) 

It is surprising that OaOF has no specific programme to develop 
ancillary units in and around ordnance factories. it is only at Jabalpur 
Factory tbat some work is stated to have been done. The Committee 
are of the view that Ordnance Factories should concentrate on basic and 
sophisticated items only and have small and sundry jobs done through 
ancillary industries. After all Ordnance Factories too have social reS-
ponsibilities to encourage and develop ancillary industries under tbeir 
umbrella. It is needless to point out that this would be in keepihg with 
the Government's general policy of encouraging the small scale 
SL'ctor. 

Action Taken by Go~enuneDt 

The above recommendation made by the Estimatos Committee has 
been noted. It may be pointed that for· the new factoriCi which are 
proposed to be set up, a regular programme of anciJIarisation is being 
drawn with the assistanee of the concerned State Governments. OOOF 
has been instructed by the Ministry to explore the possibilities of 
setting up anciJIary industries adjacent to other Factories, as has beon 
done in the case of the Iabalpur Factory. 

[Oeptt. of Oef. Produc.J.M. No. 5(29)/82 (Projects-I, 
dt.20-1-84>] 

RecommendatloD (SI. No. 17, Para 2.65) 

The Committee tlle shocked to observe sizeable shortfalls in pro-
duction of certain weapons and equipmeats as asainst the orisiaal targets 
which in a couple of cases brought to the notice of the Committee, 
w('re a~ much as 33 per cent and 66 per cent. This must have effected 
adversely the plans and programmes oC our Defence Forces and conso-
quently the state of our defence preparedness. In the case of vehicles 
the outstandings and the new demand placed in May 1980 taken to-
gether are admitted to be "beyond their <Ordnance Factory's> 
capacity". 
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With this being the position in peace time. the Committee wonder 
how tbe Ordnance Factories would be able to handle the War time 
situation, when the demands on them would be exacting. The Com-

. mittee regard tbis as a very seriou~ nntter and would recommend a 
review by a High Powered Body, of the past performance of the 
ordnance Factories vis-a-vis the requirl!ments of the Defence Forces 
to determine the factors re,ponsibl.! for failure 011 the part of tbe 
Ordnance Factoril!s in meeting fully the projected Defence requirements 
Bnd making suggestionsJo stre:lmlining their functioning and generally 
gearing them up to meet tbe Defence needs The Committee would 
like to be informed of the follow up action taken in this regard within 
six months. 

Actloa Taken by G!lVernmeDt 

The Government bad appointed in 1975 a Committee under the 
Chairmanship of Shri V.I. Rajadhyk'lha. the then Member, Planning 
Commission, to investigate into the causes for slippages in production 
in the Ordnance Factories and to make suitable recommendations. 
The Committee submitted its report in 1979-80. ,The recommendations 
of this Committee have already been accepted by Government and 
major recommendations have already been implemented. The manage-
ment structure of the DGOF Headquarters has been changed and the 
Ordnance Factory Board has been set up. The Finance and Accounts 
have also been functionally integrated w:th tbe management of the 

~ 

Ordnance Factories With these steps, Ordnance Factories have 
made considerable improvements. During the last 4 years, the gross 
value of producion in the Ordnance Factories has recorded an i.lcrealle 
of 45% from Rs. 6'lO Crores in 1980 to Rs 869 crores in 1982-83 

2. 1 he annual production targets for various items are laid down 
in consultation with the users and wherever any shortfall anticipated, the 
targets are scaled down in consultation with the users. As regards the 
specific case of vehicles pointl'd out by the Estimates Committee in their 
above recommendations, it may be mentioned that Government has 
already sanctioned augmentation of the capacities of Vehicle Factory 
from tbe present achieveable level of 8,000 vehicles per annum to 9 000-
10,000 vehicles per annum. It is eltpected that with the uu!!mented 

capacity of 9,000- 10,OO() vehicles per annum, the stabiJisl'J annual 
. vehicle requirements of the Services could be met by tbe Vehicle Factory. 

It may be relevant to point out tbat the Services are currently evaluat-
ing, futuristic vehicles in the pay load of i ton, 2i Ions, and S tons, 
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against the pr.!sent pro.duction in the configuration of 1/4 ton, 1 ton 
and 3 lons The question of meeting the requirements of tbe Ser-
vices of the futuristic vehicles is actively under consideration of 
Government. 

3. The performance of the Ordnance Factories is periodically 
reviewed at the highest level in the Department of Defence Pro.metion 
at the Production Review Meetings and the High Level Committee 
Meetings and the Defence Minister's (Production & Supply) Committee 
Meetings. The Government does not consider it necessary at present 
to appoint anl)Iher high-power body to review the functioning of the 
Ordnance Factories. However, the recommendation of tbe Estimates 
Committee has been noted. 

[D~ptt. of DeC. Produc .. O.M. No. 15(29)/82 (Projects-I dt 20-1-84>.] 

. Recommendation (SJ. No. 19, Para 3.8) 

The Committee find t hat in the cost of production at current prices 
in Ordn mce Factories the cost of direct material is 68.80 per cent cost 
of F:lctory overheads is 24.02 per cent cost of direct labour is 6.45% 
and administrative overheads are 0.73%. A view has been expressed 
that the production costs of DOOF are comparatively bigber tban tbete 
of the trade, as for exam )1:, in the' case of Blankets, Boots Ankles, 
Socks DG and Jersey. Tile Se.::retary, Defence Production pleaded 
daring evidmce that item3 pr<>duced in Ordnance Factories were subject 
to stringel)l quality control stipulations. He, however, oonceded that 
when sometimes General \1anagers of Ordnance Factories buy material 
direct from tllt market instead of through DGS&D, they had to pay 
hight'r price wbich pushed up the cost of final product. The Committee 
recommend tba~ ... cost of material constitutes more tban 68 per cent 
of the total cOst Qf production in Ordnance Factories, a strict watch 
should be 'lcept on prices at which materials arc purcbased. Further' 
th :re is neel to contr.)1 factory overbeads especially by maximising tbe 
capacity utilisation. 

Action Taken b)' GoverDDleat 

One of the objectives before tbe Ordnance Factories is to minimise 
costs. not only based on maximum utilisation of installed capacity, but 
work to tight norms in areas such as material, overbeads, materials 
management, labour, capital eltpenditurc and workins capital. Instrue· 



17 

tions have be.!n issued to the Ordo.1nce FactofY Board/all the Ordnanco 
F~etorie' to keep a strict walcb on the prices at which matedt)s are 
purchased and the factory overheads. A copy of the instructions issued 
js en::losed. (not appended) 

[Deptt. of Def. Broduc. O.M. No. 15(29)/82 (Projets-J. dt. 20.1.84)] 

Recommendation (SJ. No. 10, Para 3.20) 

The Committee fin4 that total inventory hoIdin$ of Ordnance 
Factories ha~ gone up from Rs. 351.00 croreii as 011 31.3.1919 to Its. 
52577 crores as on 31.3.1381. Th;} average h.>lding in terms dt mooths' 
consu~Ption works out to 10.29 montbs in i979 and t 1.2 months fn 
19 .~0-81. This by any standard~ app;:ars to be unduly high. Further 
it transpired during evidence that olit of 23 ordnance factOries there ~re 
8 or 9 f'lctorie~ wlure il\v~ntory f~v.;ls are relativtly bfjher. S'pecial 
Task Forces hav~: been set up in the Ordnance Factoties to identify 
dis'tortions in tile inventory holdiog... The Committee dCiitC that norms 
ror inventory hOldtng shoUld be spell o'ut and the inventory cootrol 
improv·ed. The Committee hope that it would be pos~itsle ib ttle couts'e 
or an year or two tu bring down tbe level of inventory boldhlJS to a 
reasonab'e level. 

Action Taken by Government 

Ordnance Factory Board would make aUi efforts to bring down tbe 
level of inventory holJings 10 a reasonable level in the course of next 
year or two and aU netessary step's in tBis reiird' have btlen initiAted. 
inltruclions have b~il issued by Ordnance FACtory Board to all tho 
Fi~tories. copies of wbich are eDl:losed. 

[Oeptt. of OcC. Produc, O. M. No. 15(29)/82 (Projecta·], dt. 20.1.84)1 

Recommendation (SI. No. 21, Para 3.21) 

Surplus/obsolete materials valuing nearly Re. 30 crates whiCh arc 
DO longer needed by tbe Army are lying, with DGOF. The Committee 
would like the DGOF to unburden itself of this stock at the earlieat. 

AdioD Taken .y Gonrillaeat 

The recommendations of the Estimate. Committee baa been noted. 
The obsolete/waste/surplus stores of the value of Re. 31 Crores at tho 
end of 1981·82 have been reduced to RI. 25 Crores at tbe 'eDd of 1982· 
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83. Ordnance Factory Board is taking all necessary stc!PS to ufiburdeO 
itself of the obsolete/waste surplus stock. 

[Deptt. orDer. Produc. O.M. No. 15(29)/81 (Projects. I, dt, 20.1,84») 

Recommendation (81. No. 22, Par. 3.2j) 

The Committee are unable the accept the plea of the Secretary,. 
Department of' Defence Production that 8S Ordnance Factories have not 
been set up for purely commercial purposes an elaborate system o( 
monitoring man bour and machine bour utilisation in these factors ig 
Dot needed. He pointed out that maintenance of records or manpower 
atililatieD and machine hour utilisation would be ''Very enormous and 
costly'. He (elt tbat 'indirect devices~ being followed by ordnance 
factories are adequate (or management control. The Committee feel 
that to enhance productivity of all the factors of production in the 
Ordnance Factories and control c<nts if is necessary to' apply moderl1 
management techniques in the factories which include a systematic 
study orman-bour and machine-hour utiTisation. Ordnance FactorieS! 
would therefore do well to evolve aod introduce some tu~b I:Ystem af 
the eartiest. 

A.cflOD Taken 'y Government 

Olle o(.the objectivet befate Ordnance FactO'ries is to'maximise uti ... 
fisation of inltalfed capacities and to minimise cost, not only based on' 
muimum' utilisation of the installed capacity. but work to tight norms 
in aTeas such as man hour and machine-hoof" utilisation. material was'" 
ta8c~ overbeads, materials management, capital expenditure and working 
capital. The nfOdern managetmnt technique are already being appli~dt 
in the Ordnance Factories. At present the labour productivity is mea-
sured by peicc-work prolit percentase. The peice work rates are fixed 
period4caHy on tbe basi!' or time and motion study and standard rates-
for doing a specific job are laid, down. The productivity is measured 
.ith reference to these standards wtrich are rcvieweJ periodrcaliy. 
Similarly. the manbour' utilisation itl'the Ordnance FJcfories is closely 
monitored and it is ensured that tbe Plant & Equipment it oplima11y' 
stifised, subject to availbUity of WOl'k-load from time to time. 

tDeptt. of ~f. Prodtre. O.M·. No. lJ5(29)/82 (Projects· I. dt 20 I 84») 



19 

RecommendatioD (31. No 23, Para 3.26) 

The Committee are concerned to note tbe delay in completion of 2 
out of 7 important projects costing more tban Rs. S crores eacb taken up 
for completion during the last 5 years. The project for setting up of 
new propellent factory was delayed by six months while the Project for 
augmentation of Brass Melting and Strip Making capacity in Ordnance 
Factories has been delayed by about 10 months. 

Delay in execution of Projects push up tbe cost of project. 
S:cretary, Defence Production assured the Committee in evidence tbat 
Government was "wry mucb concerned'- over sucb time over-run in 
major projects and tbat a Member of the Ordnance Factory Board bad 
been assigned specific responsibility to keep an eye on the on-going 
projects. He also indicated tbat it was proposed to induct into th~ 
Ordnance Factory Board an Engineer from MES to ensure better 
coordination and monitoring of projects. The Committee would urge 
that the proposed arrangement may be put though without any delay. 

Action Taken by GovemmeDt 

Tne above recommendation of tbe Estimates Committee has been 
noted. Nec'!ssary proposal for setting up an Enginccring Cell at OFB 
Headquarters to monitor the progress of civil works in Ordnancc 
Factories bas been initiated. Pending the sanction of specific Posta for 
OFB Headquarters Engineering Cell, tbe En.ineer-in-Cbief, Army Head-
quarters have posted an additional Chief Engineer at OFB Headquarters 
as a temporary measure, to -monitor the proaress of the project. This 
temporary arrangement will be made permanent as soon as the posts for 
the Engineerin'! Cell are sanctioned by tbe Competent Authority. 

[Deptt. of ocr. Produc. O.M. No. 15 (29)/82 (Projects-I, date 
20.1.84)] 

Recommendation (SI. No. 24, Para ".9, 
It is accepted on all hands tbat transfer of stage and interstage in-

spection responsibility to the OOOF will bring about quality conscious-
ness in the Ordnance Factories. Rajadhyaksha Committee was alao in 
favour of it. The Committee cannot but deplore dolay of 17 years in 
implementing tbis recommendation. Now that the decision has beClD 
taken in principle by Ministry of Defence for transfer of stage and inter-
stase inspection responsibility to Ordnance Factories and in new factories 
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(e8tablished after 1965) this responsibility has already been 1aid ort the 
Factories, the Commitlce qesire tbat modalities regarding adjustmeQt of 
personnel between DOl and DGOF consequential to the transfer of. thl9 
responsibility in respect of old Factories should now b. thrasbed out 
witbout any furtber delay. 

ActloD Taken by Goverament 

Stage/inter-stage, inspection in rc:spect of tbe dew Ordnanc~ 
I'actorie. is already vested with Ordnance Factories. It haa already 
been accepted in princrple that tbe staae/inspection in respect of tbe' 
unlts,wilt also be transferred from DOl to Ordnans:e Factories. It i~ 

expected tilat the above transfer will be effected witb efl'eet' from 
1.4.1984, as the modalities regarding adjustm~nt of personnel between 
001 and the Ordnance Factories consequent to the transfer of the above' 
runotionlt would be thrashed out by tbat time. 

[Deptt. of Der. Prodl)C. O.M. No. IS (29)/82 (.,rojccts-I. dated 
20.l.84)) 

ReC~Dlendatfons (SI. No. 2S, Para 4.16) 

Th~8h (he Department has furnished to the Committee an' 
elaborate note indicating the efforts made to 'rectify the defeots in the' 
equipment and ammunition. the' fact re~ains that' in certain cases the 
equipmenta~c;t ammunition turned oat by the Ordnance Factertes waS' 
found defective. This by itself paints a dismal picture and calls for a,. 

more rigourous qu~lity control by the Ordnance Factories and the DGJ 
over .be finished products or the Ord'nance Pactories. 

Action Taken by GovernmenC 

Tlie observations made by the Estimates Committee bav,' heeD' 
noted. Ordnance F{lctories are supplying a large number of Defence' 
stores covering a wide spectrum, running into· thousands of items. Tbe' 
ea,ses poi;nted oyt by the Estimates CommiUee appear to be isol,.tea 
instanc:es and do not r~fl~t the generally high level o,f quality main-' 
rained and eQsured in' respec~ of stores delivered totlle Services. 

2. ft may be mentioned for information of the Estimares Com-
mittee that during the course of manufacture of any item, every compo .... 
)teDt thereof has to go through a ,{igorous quality control. taking intO' 
lCCount tbe configuration of th~ compone~ts, raw m~terial used. its:' 
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~etrormai\Ce etc. (')nJy those components which fully conform to tb. 

ttuality standards laid down are taken for assembly into final product 
a.fter vigorous inspection at all levels. The H;b· ammbli('s,'es!I(nJblics 
are subjected to specified static and dynamic tests as per the governiag 
5p~.cifi<:atlon!l' Only those final stores' which pass the quality para meters 
Bre cleated for issue to th e Services. The quality of production of 
detenCfJ sto~s is in-built in the process of maDufacture. 

3. Por all itt:lns produced in the Ordnance Factoriell ror the first 
time qqality control plan is devised~ If any particular def~t arises in 
'Such stores during use by t~e users, tbe same is inve:otigated and correc. 
tive controls introduced in tbe manufacturing processes so that defects 
which arose in actual use due to design defects or otherwise, so that sucb 
defects do not recur. 

t. Notwithstanding tbe above, Technical Develop~nt eel·ls hllve 
~een cr~at~' in major Ordnallce f'actories to keep a close watcb on the 
tnanufacturing processes, initiate additional controls to imprnvc l~e 
relaibility of the products. With the transfer of stage/inter-stage ill'" ' 
~pocti()n responsibilities to tlac productina Factories (which is bei~g done 
separately), and cOllpied with the above steps, it is expected that the 
incidence of defects would be redueed to an infinitesmallevel, if not 
altogether eiiminated, which will <:ontinue t'O be the objective of the 
()rdnatlce "actories. 

~Deptt. of. Def. ·~duo. o..M_ No. 15(290)/82 (Projccts-.,datecl 
2O,I.84)J 

ReCOnUftDdadon (SI. No. 26, Para ".11, 
the Committee do Rot approve of the 5ystem of issue ofammuni~ 

tion on 'Red Card' without trial. TheCommittee desire that the prac-
'fice of issue of Jots under 'red card' should be discouraged and if istYc 
'Of a lot wi\hout proof ha~ to be resorted to under exceptional circum~
'fances eve~y e,rorts should be made to ~ave it .proved at the earweit 
!possible opportllnity. 

A~tlon Taktn by GO,trnmeDt 

Ammunition 'on 'Red Card' means an, munition heM ifi stook by 
'the Director of Ordnance Services, Army, Hqrs. on behalf of thc Ordn-
~nce Factories., . which i-s not cleared cither due to non-issue of Inspec 
'lion Notes or in certain cases du~ to pending proof cleatance. In eith~ 



22 

case, holding of ammunition in bond in depots is a facility extended by 
the O.O.S. to Ordnance factories for the following reasons :~ 

(I) Due to Lmitcd stocking capacity for explosive filled ammuni-
tion (With most of OFs, th'! filled ammun tion is despatched to IXpotV. 
The 'p' Vouchers (inspection Notes) are sent separately to depots on 
clearance of the proof This savei considerasbl~ time which would otber-
wise be ",asted if the stores are despatched by tht: F..1Clory only after 
their clearance at proof or issue of 'P' vouchers by the Factories. It is 
also important that som::dnles ,oiling stock is not available readily with 
Depots and consid('rabte time would be wasted if tbe Ammunition is 
despatched to Depots after issue of 'P' vouchers. 

2. All efforts are made by the Directorate General of Inspection 
to accord proof clearance of stores on highest priority and it bas been 
committed that bonding of ammunition for want of proof clearance can 
be limited to six months wltbin whicb time all tbe proof would be 
cl('ared. 

[Deptt. of Def. Produc. a.M. No. 15 (29)/82 <Projects-I. dt. 20.1.84)] 

Re~ommendation (51. No. 27, .Para 5.8) 

The Committee are bappy to note the assurance given by Secretary. 
Defence Production during evidence that "if tbere was overstaffing five 
years ttgo, there is no overstaffing in Ordnance Fl&Ctories now". Not 
only that, according to him it has been decided that in future no new 
post would be created in ordnance factories except for specific needs of 
new projectl. 

Action Taka by GonrameDt 

It may be stated that new posts in the field Factories are created for 
new projects/schemes only. Any new posts at Ordnance Factory Board 
HQn even if required for a new project or any additional non operation-
al posts in the field Factories for the on-going projects, required on 
account of increase in tbe production levels etc., can be created only 
after the matching savings have been identified on posts are surrendered 
in lieu. 

[Deptt. of D.f. Produc:. O.M. No. 15(29)/82 (Projects-I, dt. 20.1.~4l] 



Reeomend.tloD (SI. No. 28. P*ra ~.8) 

'tbt Committee'are constrained to observe that medical racilitiet ror 
,'be wor\tera of the Ordllance Factories ate rar short of the r~suircments. 
A)thouah thcre are 23 hospitals and 68 clinics lhe number of doctors 
available to man these hospitals,'cliniea is not adequate. SecretarYI 
Defence production attributed the shortage of docto" to two fact~ 
Pirst~ the scales offered to Doetors by Ordnance Factories were Dot 
adequate to aura.:t them; Secondly~ dootors are reluctant to posting 
where faetories are loeated. The Committc::e recommend that suitable 
jncentives should be evolved to attaret doctors. 

Aedoll Taba by Goveromeat 

Tbe abo~e recoJ1\J1\endation of the Estimates Committee bas bee" 
hoted. The Deptt. of DefeRce Production have already initiated a 
~aper for the Cadre Review of tbe Ordnan.:~· Factories Healrll Service. 
Upon tllis revtew bt'ing ¢Ompleted, adequate number of POSIS in the 
'Variolls grades would be provided, which wiH give suitable iocelltive to 
'attract .qualified doctors ·to the Ordnance Factories. This will provide 
!the necessary medi¢al co'Vel' to the 'Workers to tbe Ordnance Factories. 

tDept't. of Det. produC. O.\{. No. 15'(29,:82 (Projects-l. dt. 2,J.L84)1 

ll'eeoanuendadoB (St. No 29, Para S.9~ 

The CoD'lmittee onderStand that even thoagh GoverniDl."n't orders, 
'Itipulate that SO% of the Single shift strength of tbe industria,1 worker. 
'in Factories may be provided with accommodation in the factory estate:\ 
'this order bas not been followed by Ordnance Factories. Tbis bu" 
'resulted in sbo'rtage of acconllll'Odalion in some 'factory estates. In Ilde--
'quate water suppJ~ is also repotted. the Committee wOllld 1ike these 
matters 'to be exarnin"d and rfte1sures taken to provide accommodation 
"at least as per tbe Dorms laid down and adequate water supply ie accoN" 
':ance with. tiDle-bound pl'ogral1tme. 

A'C!tion Taken ~, Govern_at 

The above 'recommendation· of the ESlimarts CO'Jllmiuee bas beel!. 
·noted. Government bas bec-n grlnting increasing funds to tbe Ordnanc~ 
Factories for cons(IrUction ofresidenrial units in 'Various OrdDanceFa~ 



tories as would be Ie en from the following data :-

1974-79 
1980·85 
1985·90 

Rs 5 crores 
Rs. 50 crores 
Rs. 115 crores (Projected by O.F. Board). 

It will be se~n from th:! above that Government is alive to the 
problem of residential accommodation for the industrial workers '0 the 
Ordnance Factories. 

[Deptt. ot ocr. Produc. O.M. No. J 5(29)/82 <Pi-ojects I, dt. 20:1.84>1 

RecorumendatioD (St. No. JO, Para 5.13) 

The Commit\l'c note that eaC'h Ordnance' Factory has a joint Con-
sultative Machi nery, while such a machinery may be useful to regulate 
fhe conditibm of service of the workers satisfactorily, the Committee 
feet that a sy.tem $hJold be worked out whereby the worker. are asso· 
ciated with the endeavours of Ih~ management for imptoving Production 
and Productivity both in quantitative and qualitative terms. Tbe 
Committee would await the steps proposed to be taken in this reaard. 

Action Taken by GonrQmeDt 

Th! Apex Productivity Council has been formed in the Ordnance 
Pactory Board with C'~afrman, Ordnance Factory B:'o!td As t&e Chair-
man and staff side Members of the J.C.M. and representative of both-
the Federations as its m'emb'ers. Instructions have also been issued to 
all the Factories for formation of local Productivity Councils with 
General Managers of the Ordnance Factories as Chairman- Bnd staff 
side members of the JCM and one represenfative each' or the' recognised 
assoCiation'! as m'embers. Through these ~tod1i'ctivity COUrlcits, etec:. 
tive participation of the workers towards impr6 ... emeli't of p'rodaction 
and Pi'oductNit~ ~oth i'n quantitative ana'"qualitative tetms, i. eX'p«rcd 
to be achieve'd'. 

[Oeptt. of Oer. Produc. O.M. No. 15(29)/82 (Projects·I, dt. 20.1.84» 

Recommendation (Sl. No. 31, Para 5.16) 

The Committee 'arc: gratified to learn that industrial rtlations in 
Ordnance Factories have been by and large 'harmonioul'. The Com-
mittee ilowever, note that two important demands of the Ordnance 
Factory employees are awaiting decision regarding which there was 
token strike on 13.12.1980 resulting in loss of production to the tune of 
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Rs. 181 lakhs during 1980. One of these demands related to pay-
ment of Bonus to aU Defence Employees. 

Actloa Takea by Go,el'DlDeDt 

The legitimate demands of the employees ar~ looked into sympathe-
tically and sorted out within the existing frame-work of Govt. rules and 
regulations. As regards the specific demand of Bonus, Government have 
already sanctioned grant of Bonus to all tho DeCence and Civilian 
employees. 

[Deptt. of DeC. Produc. a.M. No. 15(29)/82 (Projects-I, dt. 2Q.1.84)] 



CHAPTFR III 

RECOMMENDA TIONS/OBSERVATIONS WHICH THE COMMITTEE 
DO .NOT DESIRE TO PURCHASE IN VIEW 

OP GOVERNMENT'S REPLIES 

Recommendation (HI. No 3, Para 1.20) 

From the data furnished to the Committee it is seen that the Chair· 
man and Members of the OFB (which is located at Calcutta) have to 
frequently shuttle between Calcutta and Delhi to confer and coordinate 
with the Ministry of Defence and Service Headquarters which are located 
in Delhi. During the last 3 years the Chairman, OPB had to visit 
Delhi S4 days per year as an average. Visits by other Members ranged 
between 15 to S3 days in an year. The Committee feel that this arrange· 
ment is not only time consuming and costly but also detracls Chairman 
and Members of the OFB from paying close attention to the operational 
problems of the Factories. The Committee therefore, see a distinct 
advantage in shifting the Headquarters of OFB to DelHi and would like 
Government to consider the matter in all its aspects without delay. , 

Acdoa Taken by Government 

It may be mentioned for information of the Estimates Committee 
tbat prior to Second World War, the Headquarters of the Ordnance Fac-
tories Organisation were at Simla. The Headquarters were shifted to Cal-
cutta just prior to World War II and since then, the Ordnance Factories 
Headquarters Organisation has been functioning from Calcutta. The 
question of shifting the DGOF Headquarters from Calcutta has been con-
sidered by the Government on a number of occasions in the past and 
every time the conclusion reached was to retain it at Calcutta. There are 
certain basic advantases in retaining the DGOF Office at Calcutta. After 
considering all the pros and cons, Government decided to construct a 
separate office building for OOOF Headquarters, which has since beeD 
completed and is likely to be oceupied soon. 

2. The Deed for decentralisation of the Headquarters Organisation 
of the Ordnance Factories, with a view to having a more effective con-
trol over the field Factorie§ is recognised. In pursuance of the above 
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objective. the Add!. OGOF looking after tbe Ordnance Equipmeot 
Group of Factories which are located in and around Kanpur, was shifted 
from Calcutta to Kanpur in 1967. It may be mentioned tbat Regi\loal 
Directors bad been appointed to look after the group of factories on a 
regional. basis. However, this experiment did not bring about the 
desired results and was given up. With the formation of the Ordnance 
Factory Board. the Finance and Accounts have been integrated and the 
shifting of tbe OFB Headquarters from Calcutta, would also entail shift-
ing of Controller of Accounts (Factories) which employ about 1.000 
persons. Shifting of about 3.000 officers and employees from Calcutta 
will pose unsumaccountable physical problems. 

3. In the light of the above position, it is considered advisable not 
to sbift the Headquarters of the Ordnance Factories out of Calcutta. 

[Deptt. of Def. Produc. O.M. No. 15<29>/82 <Projects-I, dt. 20.1.84) 



CHAPl'ER IV 

RECOMMENDATIONS/OBSER V A TIONS IN RESPECT OF WHICH 
REPLIES OF GOVERNMENT HA VE NOT BEEN ACCEPTED 

BY THE COMMITTEE 

Recommendation (SI. No 14. Para 2.54) 

The Committee note that even though the Government have accep-
ted tbat one of the objectives of the Ordnance Factory Board ia to 
'maximise utilisation of installed capacity where necessary by diversifica-
tion of production to meet the demands of the civil market and for this 
purpose build up an etrectiye marketing organisation' no serious effort 
has been made to achieve this end. Tbe value of sales by Ordnance 
Factories to civil sector has gone up from RI. 16.35 crores in 1977-78 to 
Rs. 21.80 crore. in 1980-81. There is scope for increasing this further 
and putting it on commercial basis. The Committee recommended that 
a marketing organisation should be set up soon. The Profit or Loss on 
salcs to civil sector should in future be brought out in the Annual 
Reports. 

Actloa Taken by Government 

The question of reficctin, tbe Profit or Loss on sales to civil sector by 
the Ordnance Factories in tbe Annual Accounts was taken up with the 
Controller General of Defence Accounts, who has issued nccessary ins-
tructions to the Controller of Accounts (Factories) tbat a statement 
relating to Profit/Loss on issues to civil sector by the Ordnance Fac-
tories is prepared and such a statement will be appended to the: Annual 
Accounts of the Ordnance Factories from 1982-83 onwards. 

[Deptt. of Def. Produc. O. M. No. 15(29)/~2 (Projeets-I, dt. 20.1.84)} 

CommeDts of the Committee 

(Please S~~ Chapter I. Para 1.7) 

Rec:ommeDdatlon (SI. No. 15, Para 1-55) 

Incidentally the Committee feel tbat luch minor items like Table 
Lamp'l, Wooden Almirah; Folding Table, etc. produced in tbe Ordnance 
Factories for internal use could easily be procured from the ci.il trade 
The Committee recommended that a review may be conducted to identi-
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fy items which can be procured from the Trade and Ihe Ordnance Fac-
tories relieved of the responsibility of manufacturing tbem tbere by 
allowing them to concentrate on major item •. 

Ac:tion Taken by Gonrmnent 

The recommendations made by the Estimates Committee bave been 
noted. The Ordnance Factorir:s senerally do not manufacture com-
ponents/items wbich are available and can be procured from tbe civil 
trade. according to the spccililutions and the required standardl of 
quality and at competitive prices. 

[Deptt. of Def. Produc. O.M. No. IS(l9)/82 (Projects~l. dt.20.1.84)} 

Commente of the CommlUee 

(Please S~t Chapter I. PlJra 1.10) 
Recommendation (St. No. 18, Para 1.70) 

While the Committee note that the performance of the Ordnance 
Factories is reviewed by tbe Comptroller General of Defence Accounts 
and the Auditor General they would like Ministry of Defence to examine 
the feasibility of introducing tbe system of comprehensive reviews of 
performance the Ordnance Factories by an Audit Board associating 
C(pertl al is being done in the case of selected public sector undertakings 
on yearly basis. 

Actio. Take. by GoyeralDent 

In so rar as Ordnance Factories are concerned, an Audit Officer 
bas exclusively been usigned for tbe audit of performance or the Ord-
nance Factories. Thil Offtcer is known as Director of Audit (Ordnance 
Factories> located at Calcutta. This Officer functions under tbe c(lntrol 
of the Comptroller and Auditor General of India. Be,ides, a Chief 
Internal Audit Officer has also been sanctioned (or the Ordnance Fac-
tory Board, who does the internal audit of the functions of the various 
Ordnance Factories and submits reports to tbe Ordnance Factory Board 
for management decisions. 

In view of the above specific external and internal Audit officers 
assigned exclusively for the Ordnance Factories, it is considered that 
there is no need for getting tbe performance or the Ordnance Factories 
reviewed by an Audit Board. 

[Deptt. of Ocf. Produc. O.M. No. 15(29)/82 (Projects-I. dt. 20.).84)] 

C._.ats or the Coanlittet 
(Please lee Chapter'. Para 1.14) 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
FINAL REPLIES OF GOVERNMENT ARE AWAITED 

Recommendation (SI. No.1. Para 1.19) 

It surprises the Committe~ that Ordnance Factory Board constituted 
as it is today does not have a single representative of the Armed Forces. 
whicb are the largest indentors. of arms and ammunition. In fact 
Rajadhyaksha Committee had lecommendl!d that MGO sbould be ex-
office. Member of the Board. The Secretary. Defence Production 
pleaded in evidence that his suggestion would not be acceptable to 
Army authorities as MGO had 'Total responsibility' in Army Head-
quarters itself. The Secretary bowever, indicated that Rajadbyak~ba 
Committee's recomm!ndation was still under consideration of Govern-
ment. The C,)mmittee f~el that if MGO cannot be spared by Army 
Headquarters to serve as a Member of Ordnance Factory Board. it 
should not be too ditlicult to nominate some other service officer of 
appropriate rank to be a Part time Member of the Board. Such aD 

. arrangement, the Committee. feel, wo~ld make for the better coordina-
tion witb, and greater involvement of the Armed Forces in tbe produc-
tion planning and processes of the Ordnance Factories, 

Action Taken by Government 

The recommendation made by the Estimates Committee has been 
noted and is being considered. Tbe final decision in tbe matter will be 
communicated in due course. 

[Deptt. of Def. Produc. O.M. No. 15(29)/82 <Projects-I, dt. 20.1.84)] 

NEW DELHI; 
March. 24 1984 
Chaitra 4. 1906 (S). 
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BANSI LAL 
Chairman, 

Estimates Committee 



APPENDIX 

(Vide Introducti.>n of the Report) 

Analy!is oj Action Taken by Government on the 52nd RepoJrt of 
Estimates Committee (Seventh Lok Sabha) 

I. Total number of Recomme1dations 31 

II. Recommendations/Observations that ha'/e been accepted by 
Government. Nos. 1,4 to 13, 16, 17 and 19 to 31. 

Total 
Percentage 

26 
84 Yo 

III. Recommendations/Observations wbich the Committee do not 
desire to pursue in vi.:w of Government replies. 

SI. No.3 
Total 
Percentage 

1 
3~ 

IV. Recommendations/Observations in respect of which Govern-
ment replies have not been accepted by the Committee. <81. 
Nos. 14,15, &. 18) 

Total 
Percentage 

3 
)0% 

V. RecommendatioDs/Obsenrations in respect of wbich final replies 
of Government are still awaited •. 
(S. No.2) 

Total 
Percentagl 3% 

31 
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