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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
..authorised by the Committee to submit the Report on their behalf. 
:present this Thirty-third Report on Action Taken by Government 
-on the recommendations contained in the Thirteenth Report of the 
.committee on Public Undertakings (Eighth Lok Babha) oli Bbarat 
-Electronics Ltd.-Capacity utilisation, Production &. Printing. 
Research and Development. 

2. The Thirteenth' Report of the Committee on Public Underta-
kings (1!Nl6-87) was presented to Lok Sabha on 26 November, 1986. 
Replies of Government to aU the recommendations contained in the 
.Report were received by 31 August, 1987. The replies of Govern-
ment were considered by the Action Taken Sub-Committee of the 
Committee on Public Undertakings on 7 October, 1987. The 
.committee also considtired and adopted this Report at their sitting 
held on 7 October, 1987. 

3. An analysis of the action taken by Government on the recom-
mendations contained in the Thirteenth Report (1986-87) of the 
Committee is given in Appendix-II. 

NEW DEi.m:; 
October 27, 1987 
K4Ttik4 5, 1909 (S) 

VAKKOM PURUSHOTHAMAN 
Chairman. 

Committee on Public Undertakings. 

(vii) 



CHAPTER t 

REPORT 

The .Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Thirteenth 
Report (Eighth Lok sabha) of the Committee on Public Undertaking. 
on Eharat Electronocs Ltd.- Capacity Utilisation, production & 
Pricing, Research and development which was presented to V)k 
Sabha on 26 November, 1986. 

2. Action Taken Notes have been r~eived from Government in 
respect of all the 25 recommendations contained in the Report: These 
have been categorised as follows:-

(i) Recommenliations/obseTVtltums that have been accepted 
by Government. 
S. Nos. 1--4, 6-10, 12-14, 16, 19. 21, 22,24 and 25. 

(ii) Recommendations/Observations which the Committee do-
not desire to pursue in view of Government's replies 
S. Nos. 11, 20 and 23. 

(iii) Recommendations/Observations.in. respect oj which replles 
of Government have not been accepted by the Committee. 
S. Nos. 5, 17 and 18 

(iv) Recommendations/Observations in respect of which final 
replies Of Government are still awaited. 
S. No. 15 -{j 

3. The Committee desire that the final reply in respect of re-
commendation for which only interim reply has been given by Gov-
ernmentshouldbe fmoniShed to the Committee eXpeditiously. 

The Committee will now ~l 'Yith the action taken by Govern-
ment on some of their recommendations. 

A. Assessment Of rated capacity 

,'\ ". ReeemmendatioD-&!rial No.1 (ParalP"aph 1.10 to 1.65) 

4. The Committ~ had recommended that the Government should 
appoint suitable Consultants or Expert Authority to determine th~ 
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:rated capacities fOr com~ie8 like BEL which· should determine • 
yard-stick for assessing the rated capacity utilisation on scientific 
basis. The Committee had also .suggested that Government should 
Jllso review the practice of ded"Ctton of 50 per cent of the total 
effective hours for purpose of working out the available standarli 
man-hours pe:r operator per year with a .view to arriving at a better 
parameter for the meaningful assessment of. th~ production gerfor-
mance of the company. 

5. In their reply, the Government have stated that BEL on their 
Jldvice had appointed the National Institute for Training in Industrial 
Engmeering (NITIE), Bombay, to undertake a stUdy on the capacity 
<Je.termination and labour productivity of the manufacturing facili-
ties of the company. After carrying out· a detailed study, NITIE i. 
reported to have submitted a .report to the Company pertaining to 
capacity determination and labour productivity in the equipment 
-divisions of BEL. This report is stated to be under examination. 
Based on their recommendations and the methodology indicated for 
determining capacity of the equipment divisions, the Department 
-of Defence Productiton will issue suitable instructions/directions to 
the Company. 

6. The Committee need hardly stress that the report of the 
National Institute for Training in Industrial Engineering (NITIE) 
should be examined urgently to deter:miJse as to what extent the 
capacity determination and labour produdivity of the manufadur-
ing faciUties of BEL have been fixed on scientific basis. The Com-
mittee would like to be apprised of the instructions/diredions issued 
to the Company by the Department of Defence Produdion and 
S.pplies on the basis of the recommendations made by NlTIE in 
this reprd. " -:~"-;"'~Il·":~ 

7. The Govenunent'. reply is also silent about the review of the 
whole question of deduction of 50 per eent of total effective bours 
for the purpose of working out the avaHable standard man boon 
per operator per year for IIl'Iiving at a better parameter for the 
meaningful assessm_t of produetion performance of the Company. 
The Committee, tberefore, reiterate their original lleCommendation. 
The Committee would .lso like te be apprt.e4 of the aetion takea 
by Government In tbls Hlsrd within 3 months of tile presentatioa 
Gf this report. 
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B. Su.pply ~f Defective components by collabora.tor 
Rec:oiIUIlendationSerial NO: 5 (Paragraphs2.1! " U3) 

8. The COmmittee had obst:rved . that BEL was to produce and 
despatch two RadarS in 1984. Although, the Company completed all 
the work, their despatch to armed forces was held up as one IC 
obtained from the collaborators misbehaved. The Company was not 
.able ·io get over the . problem and ultimately the entire batch of ICs 
was returned to the collaborators and a fresh batch of ICs was receiv-
ed from them after a year. The Committee had recommended that 
the whole matter should be probed thoroughly with a view to fixing 
responsibility as to why the ICs were nut properly tested in the 
Company when received from the collaborators .and why the defect 
in the IC could not be got over by the Company itself and the conse-
quent loss suifered by BEL on this account. The Committee had also 
desired to be apprised of the extent of the collaborator's responsibi· 
lity involved in this regard and the action taken by the Company 
to realise damages from. the collaborawr on this account. 

9. The Government have stated in their reply that it is an accep-
ted practice to accept quite a number of types of components on the 
basis of the manufacturer's certifications either explicit or implicit. 
The reported defective Intergrated Circuits were accepted based on 
the manufacturer's certifteatron. The Government have also stated 
that Integrated Circuits being sealed components and highly com-
plex by their very nature of construction, the question of rectifica· 
tion did not arise and was not attempted. As the replacements 
received from the collaborator were free uf charge, there. was no loss 
suffered by the Company on this account, though there was a delay 
in completion of the equipment. The collaborator's!suppUer's res-
ponsibility in this regard could only be to give replacement free of 
rost for the Integrated Circuits found defective. This was accepted 
by the collaborator who arranged to give free replacements very 
qUickly. 

10. The Committee are net satisfied with the Govemment's reply 
that the eeUaborator's responsibility with regard to supply of defec-
tive Integrated Circuits WM limited on~ to give replacement free 
of cost. Although by this arrangement, there was no loss suffered by 
the eempany on the eest of the component, it did result iD conside· 
rable delay in prodUcUOD aDd delivery of the vital equipment to the 
Armed Forees .. the &esh bateh was. received ~ one year. The 
Committee cannot but expl'CSStbeir serieus eeneel'Jl over this delay. 
The CommIttee would, therefore, suuest that, in future, in the ease 



of cO~Dents which are critical. aod accepted on the basis of the, 
manufacturer'. certifica~~, iDs,eaioDshould he ,arrIIIlP.4 quickly 
80 that rePlacements, wherever necessary, are arranged within a spe-
c:i6edtime limit, to be incorporated in the .agreement, Suitable· ina-
truetions in this regard may be issued by the ·GovemmeDt. 

C. High Profits charged by BEL from Defence and other Govern--
ment Departments 

Recommendation Serial No. 17 (Paragraph 2.107) 

11. The Committee had recommended that the Government 
should conduct a detailed study of supplies made by BEL to De-
fence and other Government Departments during the last 3 yearl5 
with a view to finding out as to how much profits or losses the Com-
pany has incurred on each (If theSe contracts and also to find out 
that the Company had not made any un-reasonable high profits as 
monopoly supplier of equipments. 

12. Government have stated in their reply that a Study 'team of 
the Officers of the Departm~nt of Defence Production and Supplies 
had been deputed to conduct a study of supplies made by BEL to 
Defence and other Government Departments during the last 3 years. 
Details of major equipments common to Defence as well as other 
Government Departments supplied by BEL during the years '1984-
85 to 1986-87 have also been furnished. According. to the Govern-
ment the Company has not made unreasonably high profit as mono-
poly supplier of equipments. 

13. The Committee do not agree with the GovermneDt's view 
that BEL has not charged unreUODably high profit 815 monopoly 
supplier of equipments. They find from the details of major equip-
ments supplied by BEL to Defence and Don-Defence customers 
during tbe years 1984-85 to 1988-87 tbat the company earDed profit 
to the extent of 32.1 per cent, 34.'1 per cent and 31.6 per cent on 
some of the supplies made to Defenee and as higb as 51 per cent, 
51.8 per cent and 52.2 per eent from non-DefenCCl customers. The 
CI>mmittee, therefore, recommend that the Prieing PoHey of BEL 
should be such as to ensure that the eompaay does not make unrea-
sonably h~ prGfits from ~fenee and other Govel'llmentDepart, 
ments as monopoly supplier of eq1lipmeuis. 
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'D.l<'ormulationot Priciit~ POlicy- . 

&ecommenda'tioa Serial' No. 18 (Puagrapb , 2.108) 

1~. While the Committee had agreed with the views of the Com-
llany that it might not be poss!ble'to lay down'any unif~rm ~ethod 

. -." , ." :, -.-
on the basis 6f which, the BEL could be asked t-o determine the 
price of its p~oducts but they' were not convinced with the argu-
ments advanced by the Company' and by tlie Government that 
·sin~e Company is foilowing in general the guidelines of the Go:v-
ernment there is no need t:> lay down any detailed price policy'. 
'They had, therefore, recommiO'nded that the Government sho~ld con' 
sider the fea,sIbllity .or determining the pricing policy for its pro-
ducts wh'ch m:ight take int.') acco\lnt diff~rent selling conditions such 
as oompetitiV"e selling, partial . or "t1>W '\Illono~l; 's~lling," ~~g 
only to Government Departments, in the public interest etc, 

15, In their reply the Government haVe stated that pricing norms 
to be adopted by public secter enterprises are covered by the guide-
Ii,nes issued by .Bureau of Public Enterprises. in December.-196S and 
,June, ·1970. The objectives of these guidelines were that Publ~c 

enterprises should be eCOll"Omically viable units and all O\l~ efforts 
sho~ld be made to . increase their efficiency .and establish their pro-
fitability at the ,earliest. 

16. The Government have alSo sfated iliat based on therecom-
m~ndation of 6:lInmittee on' Pubii~ Und~rtakirigs contai~ectin their 
4Oth'ReportiFifth ~k 'Sabba) 'th~t 'pii~~ diSputes between PUblic 
&tc>r Und;rt~gsi,{te~-se~' well ali' between Govetnment 
'Dep~rtni~~t;' a'nci' Public tfuderlakinis sbo~ld be settied' ~ihin a 
time lI~hedUkfu ~ J>~escrn;;d i~ this behalf; -Micistries'~nd- Public 
Sector U~dertakings h~v~ b~~~ adViSEid by BPE -to iake note of 

. -coptr~ ~corri~~n.dati'~n 'and tak~steps- i6 finaliSe pehdirig disputes 
either by referri~~' the~ U; the Prlclng 6,nimitt~ or through"direct 
·ndgo1iaij.olis .. The ,P~ciD&_Polic~of ,BEL is "tb.U$ stated ,!o. be based 
-bn these guidelines .issued' hy,-B}?E in .Degem~r,l~~Jl,I.1}e, 1!170 

. ,-,' . ' . ', ,- t.·',. ,,_ I ..•. '" ' .' ; 

and May, 1975. 
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17. The CoDlDlittee are CGlHltraiaecl to o-erve that Govermaeilt 
have repeated the same araument as was UVlUlcei by them duriJal 
their oral evidence before the Committee tbat the Pricio: Polky 
of BEL is based on the ,eneral guidelines issued by BPE. The 
ComDdttee feel that the pidelines issued br BPE on pricing . lay 
1I0Wn only the ,eneral criteria to be followed by the Public Under: 
tald.nts in the matter of fixing prices of their products. The recom-. 
-.lation of the Committee was made after considering the above 
-.aments of the Government. Tbey would, therefore, reiterate 
their earlier recommendation that the Government should consider 
the feasibility of determmmi a sOUDtl ... rational pricing policy of 
BEL t-kina into account dillerent sem.c c:oaditiens !lUch as compe-
titive sellina', partial or total monopoly selling, IeIUDc only to Gov-
__ t Departments in the Pablie interest etc. 

E.Long-term plan fOT R&D 

Beeommendation Serial No. 24 (Paragraph 3.55) 

18. Keeping in view the opinion expressed by Defence Produc-
tion Secretary during his oral evidence before the Committee that 
"now the mechanism is under consideration of Government where-
by 10 too 15 years perspective plan may be possible after a year", 
the Committee had reiterated the recommendation of earlier Com-
mittee (1971-72) that a perspective plan for research and develop-
ment in BEL be drawn up for the next 10-15 years. The perspec-
tive plan should be reviewed every year in the Ught of performance 
and demand projections. The Committee had also emphasised that 
concerted efforts should be made by BEL to achieve break through 
in know-bow and manufacture of electronic components of vital 
importance so that self reliance was achieved in meetina the De-
fence Supplies needs indigenously as far as possible, as also the 
requirements of electronics Industry as a whole. 

19. The Government in their reply have stated that the R cSt D 
perspecttve plan of BEL is intimately tied up With the long term 
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perspective plans of 1)efence ~ers. Once the Users long rllUp 
10--15 years plan. is finalil!ed, the Company will also formulate a 
10-15 years R&D perspective Plan. 

20. The· c-i,*-" de epee that the R&D perspective plan of 
BEL is tied up wAIl tile loac term ~tive plans of DefeDCe 
users but the Defence Production Secretary had categorically stated 
in evidence that "perspeCtive Plan may be possible after a year or 
so as users are now coming up With their long term plans." There-
fore, keeping in view the paramount importance of achieving self 
reliance in meeting the Defence Supplies needs indigenously, the 
Committee need hardly emphasise again that BEL should maintain 
a close liaison with the users so as to ascertain their 10llg term re-
qUirements and draw \Ql for the next 10-15 yelll'll a perspective pl •• ' 
t.r Research and Development. 



CHAPTEB II 

RECOMMENDATIONS:THAT ~VE BEi4'l. ACCEPTED,BY 
'GO~ . 

~commeDdatioft 'Serial No.1 (Paragraph i~ to U~) 

. The Committee on Public Undertaki.ngil (1971-72) m their Third 
Report on the working of BEL recommended that rated capilcJ,ty' of 

. plant shoUld be fixed in terms of physical output as the V'Ill.ue of 
production was liable to change. The Committee alsoreiter&ted·the 

. ':recommendation in: their Twentyfifth Report (1972-73-). In spite of 

. this. the Committee are sOrry to note tlUlt the rated capacity in 
tenns of physical output has not 'Be) far been ftxed by the Gompany 
in respect of Low Power and Hi&h Power Equipment Divisions in 
Bangalore and also in Ghaziabad Unit. though the Company is re-
ported to have fixed production capacities in terIru> of physical output 
for the products manufactured lin the Components and the Radar 
Divisions at Banga10re and for the opto-electronic devices produced 
at Pune Unit. 

The Committee also find that in Ghaziabad Unit the Production 
capacity has been fixed only in tenns of value. The Committee do 
not conside,r it as a reliable yardstick for measuring the capacity 
utilisation in view of inflationary trend in prices. , 

The Committee are informed that in response to the instructions 
of the Ministry to define prodUction capacity in terms of "available 
standard hours output" the Company wo.rked out in April, 1982 the 
production capacities of Equipments and Components Divisions at 
Bangalore to 34,00,800 hours and 43, 58,818 hours, respectively. While 
estimating the capacity in terms of "available standard hours out-
put" the Company took into account the. availability of only 1200 
hours per direct workt\r per annum as against 2400 effective hours. 
On this basis the Capacity utilisation during 1981-82 worked out 
to 72 per cent and 76 per cent respectively for the said two Divi-
sions. The Committee are also Informed by the Company that 
because of the situation obtaining in the Divisions, 1200 hours per' 
operator per annum was the maximum attainable standard hoUl'll. 
The Company has fUrther maintained that these 1200 standard 
haUl'll are only the bench-mark for production and planning and 
were not to be treated as norms for rated capacity and in the event , 



• 
of product mix factor being adverse in a particular year, it may 
be diflicult to achieve even the 1200 hours bench-mark. In this con-
nection, the Department of Defence Production have also supported 
the position maintained by the Company that "for the present utilisa-
tion capacity on the basis of standard hours per worker per annum 
adopted by the Company are considered realistic and matter can 
be reviewed later as and when better parameters become available. 

During evidence, the representative of the Company contended 
before the Committee that it was not possible to fix rated capacity 
in terms ~f physical quantities of different types of equipments and 
that assessment of rated capacities in terms of single unit wu 
fraught with inherent difficulties in equivalents for various pror!uets. 
The witness further stated that "it was not possible to do it in an 
engineering industry of BEL's nature due to chan~nl! pattern of 
production and improvements and modinca+ion neederl fro." time 
to time." As regards the sUI!/testion whether the qUe<!tion of fix'ng 
the rated capacity could be referred to some re"uted M'ma~ement 
Institute for advice. the Defence Prodllcti'on Ser.retarv while al!l'ee-
bg- in urinciple stated in his oral evldence "if there is any on. who 
can suggest about the exuert or the Committee can tell us, in 
principle r for one would be pre.pared to recommend to the Gov-
ernment that this exercise is worthwhile and let us have the capacity 
assessed". He fUrther added "I am preuared for its being referred 
to anyone anywhere in India who can be trusted for secrecy". 

To another suggestion that if the rated capacity in terms of 
physical output could not be fixed, .could it be fixed in terms of 
standard man hours by taking into account the established produc-
tion facilities. To this also the representative of the Company did 
not agree saving "rated capacity cannot be arrived at bv simple 
arithmetic". The Chairman. Audit Board, however, has cited before 
the Committee the example of another similar major undertaking 
ouerating at Bangalore viz., Bharat Earth Movers Ltd., whose pro-
duct mix envisaged originally was no longer the current product 
mix and the question arose how the rated capaciiy of that plant 
could be compared with reference to actual performance. For that 
pUl'1)ose thev first calculate~ the standard man-hours reau1rerl for 
oriltinal product mix i.e.. 800 pieces of eQlliument for which that 
particular plant was originally set up. On that basis the rated 
caoocity of plant was wo.rkec1 out into standard man-hours. Then 
the time required for the current product-mix per piece w~s worked 
out and on that basis the current rated capacity was fixed. In short 
the capacity of the p13nt was first worked out into standard man 
1493 LS-2 I r. .-: - .. -, 
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'hours to. 'assess 'the eurrentproduetion and ,then it was related to 
~aclUal performance. 

While reiterating their earlier recommendation, the Committee 
itress that BEL should immediately undertake an assessment of t.Be 
'rlted capacity either in terms of physical output or in tenns of 
standard man hours on the lines of theexalllple cited by Audit. The 
"COmmittee an of the view that in the absence of -the fixation of 
: rated ~pacity on the basis Of correct norms it is not possible to 
_assess the capacity utilisation in the right perspective. The Com-
mittee also feel, that tl:i.e ,deduction of 50 per cent of the total 
eft~ve available hour .. for purpose of working out the available 

"ltandard man.hours per operator per annum is prima facie on the 
high side and is not acceptable as this is not based on any detailed 
,and independent work studi~. The Committee therefore recom-
mend that the Government showd appoint ~uitable Consultants or 
Expert Authority to determine the capacities fur Compan'es such 

'as, BEL which could determine a yl8rd-stick for assessing the capa-
,city utilisation on scientific basis. The Committee alsO suggest that 
,Government may also review the whole question of deduction of 
SO per cent of the total eftective hours £01" purpose of working out 

,the available standard man-hours per operator per year with a view 
to arriving at a better parameter for the meaningful aseeument 
of the production performance of the Company. While doing so, 

. the Government may keep in view the experience of similar' con-
eerna elsewhere in India and abroad. 

Reply of the Govel'DJlleDt 

The Deptt. is in agreement with the view point of the Com-
, mittee in regard to evolVing a yard-6tick for assessing the capacity 
, u~ilisation on a scientific basis. In view of this, the Company on 
'our advice appointed the National lnstitute for Training in Indus-
. trial Engineering. (NITIE), Bombay, to unaertake a study on the 
capacity determination &: labour productivity of the manUfacturing 

.facilities of the Company. Accordingly, NITIE, aftei" Carrying out 
a detail«1; study have submitted a report 'pertaining to capacity 
determination and labour productivity in the eqUipment divisions 
Of BI:L to the Company. This report is under examinatUlln. Based 
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on their recommenclaDoDs and.. the· me:t8oclology indicated for deter-
mining capacity of the equipment divisions, the Deptt. will issue 
suitah!e instnlctiol'lS\direetions to the Company. 

[Ministry of Defence, Department of Defence Production and 
Supplies O.M. No. 20 (1) 1871Dl (BEL) dated 26-3-1987.J 

Cofuments of the Committee 

[Please see paragraph 6 and 7 of the Chapter I of the Report] 

Recommendation Serial No.2 (Pll1'IIar&pIa Ne. 1.66) 

According to BPE gUidelines issued in 1970-71, every undertaking 
was free to fix annual target of production so long as it was equal or 
near about to the rated capacity. However, if some undertaking 
wanted to lower the rated capacity it had to get prior approval of the 
Government therefor. This provides an opportunity to Government 
to satisfy itself whether the deviation from the rated capacity was 
justified. On enquiry whether the rated capacity of 2400 hours fixed 
by· BEL was lowered to 1200 hours with the pri'Or specific approval of 
Government, the Finance Director of the Company informed the Com-
mittee that "1200 hours fixed were agreed to by the Government .... 
It was done only once. Once it was agreed to by Guvernment we are 
adop~ing it year after year". As per BPE instructions the Company 
had to seek prior permission of the Government. Again to a pointed 
question, whether the Cumpsny got approval of Government prior to 
reducing the standard man-hours ·capacity, the witness did not ·glve 
an unequivocal reply. The Committee are therefore constrained to 
conclude that the Company has clearly violated BPE's instructions on 
the subject to which the administrative Ministry have also acquiesced 
by acrording approval subsequently without any deliberations or 
indepth study. The. Committee consider it a clear caSe of lapse both 
on the part of ~ompany and also the Ministry and express their dis-
pleasure for not following thp BPE's ~idelines by the Company as 

. well as the Ministry· in a vital matter. 

In order ·to 'Obviate recurrence of such lapses the Committee desire 
that BPE's /nlidelines· on subject mav be cireulated by the Mimstrv 
alr.lin to all publie underl;rlcin~ under their control for theirguid-
ance and strict observance lind any caSe of· lanseeoming to the 
notice of the Ministry sbould be approprhte1y dealt with. 
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Reply of the Govemment 

The Defence PSUs have again been impressed upon to follow the 
instructions regarding fixati'On of rated capacity in their units. 

(Ministry of Defence, Department of Defence Production & Supplies 
O.M.No. 24(1)\87\D(BEL) dated 26th August, 1987.] 

Reeommendation Serial No. 3 (Paragraphs No. 1.67 to 1.69) 

The Committee are concerned t'O note that the percentage utilisa-
tion of machinery in the Low Power Equipment Division and Radar 
Division at Bangalore has heen declining steadily. The percentage 
utilisation in Low Power Equipment Division carrie duwn from 71 
per cent in 1979-80 to 65 per cent in 1983-84,. The position in the 

. Radar Division is still dismal. There, the percentage utilisation of 
machinery has come down from 61 per cent in 1979-80 to 52 per cent 
in 1983-84. Though the utilisati'On of machinery is reported to have 
improved in Radar Division during the last two years by transferring 
certain projects from other two Divisions, the CommitteE' have found 
that in spite of transfer of some projects from other Divisions to 
these Divisions, the machinery utilisation has not improved but has 
come down from 54 per cent to 52 per cent. In this connection, the 
representative ef the Company also admitted that "in spite of the fact 
that project transferred from other Divisions were able to utilise some 
Of the machines. the average was pulled down by the fact that certain 
machines were practically idle." It was also admitted by the repre-
sentative of BE" ..... that "as long as FC Radar Production was not uti-
Using something like 12 major machines ~to the full extent, the per· 
centage utilisation of machinery will continue to be low." 

In the Ghaziabad Unit, the position is somewhat better but there 
also the utilisation of machinery has come down from 65 per cent 
in 1979--80 to 63 per cent in 1983-84. It was 68 per cent in 1981-82 
and 66 per cent in 1982-83. The idleness of machinery in the Equip-
D)ent Divis:on at Bangalore and Ghaziabad Unit is reported by audit 
to have ranged from 35 to 48 per cent in 1983-84 and the main reasons 
advanced therefor are want of work, want of operat{)r and electricity! 
mechanical break down. Tin the end of March, 1984, 8 machines 
coSflnl:!' Rs. 11.84 lakbs were idle for varying perioas of six months 
and above in Ban~lore and Ghaziabad Units. In the Components 
·Division. at Bangalore.· the utilisation of machinery had not been as· 
Certained so far. . ~ """:t- , 
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The Conunittee have observed from ~he Audit Report that in the 
Components Division, for 7 out of 14 products, the targets fixed were 
lower than the. capacity elilablished. The Committee therefore, re-
commend that the Company should take immeaiate action to ascertain 
the extent of utilisation of mach.nery in the Components Division and 
take concerted and effective measures for utilisation of all the ma-
chines fully to their established capacity and in no case the machinea 
be allowed to remain idle, pal·tly or fully. 

Reply by the Government 

The Company has taken steps to improve the capacity utilisation of 
Key Machmes as well as General Purpose Machines by classifying 
th:.m into categories such as (a) High Cost Machines which include 
CNC machines, (b) Primary Production Machines, and (c) Secondary 
Production Machines. Machine utilisation reports are being con-
:,tantly monitored for machines under categories (a) and (b) above. 
Any major shortfalls in utilisation are reviewed constantly by Divi-
sional Management. In the Components Divisions, the machines 
coming under the general machines category are being watched for 
proper utilisation by introducing machine utilisation tickets. The 
Department has noted the procedures adopted by the Company to en-
sure maximum utilisation of machines. The matter is belng moni-
tored and reviewed by the Department at a high level every quartet. 

[Ministry of Defence, Department of Defence Production & Supplies 
O.M. No. 24(1)187ID(BEL) dated 26th May, 1987.] 

Recommendation Serial No.4 (Paragraphs No. 1.70 to 1.72) 

The Committee are also informed by the 'Company that the mao 
chinery utilisation with the Radar Division has been going down from 
1978-79 because FC Radar proQuction started tapering off from that 
year onward. Even thou'gh th<;! Company has established capacity 
in terms of plant and machinery for an annual production of certain 
quantity of 'X' type Radars, the manpower engaged was restricted to 
an annual production of 75 per cent of the quantity leavIng the ~
chine capacities unutllised. The Committee also note that in Radar 
Division, the capacity set up initially in 1967-68 for product:on of 'X' 
type Radars was increased to double the original quantity in 1971-72, 
at the instance of the Government, by installing addit:onalfacilities 
at estimated cost of Rs. 58-lakhs ,However, the expected orders for 
'X' type products did not materialise. The additional man-power re-
quired for production was not deployed ana production capacity was 
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restricted to original quantity. In this connection, the <!ompany has 
also stated in AprIl 1983 that apart from continuing the certain exist-
ing production line, non-radar item required 'fol" defenCe Wel"e pr0-
posed to be taken for production from 1983-84 onwards. While this 
will engage fully the AssembJy capacity ili the Division some fabri-
cation capacity upto 25 per .cent migtJt not be utilised because of non-
atllisatton -of some of the higb cost machinel'Y spec~ally meant for 
production of 'X'Type Radars. It isaiso reported that the Company 
could not take up the development of a successor to Radar 'X' as the 
issue was engaging attention of ~nce Senrices, s;nce 1968. The 
production of 'X' Type Radar at BEL ceased from January 198'3. 

The Committee take a serious view of a large number of machines 
lyiJIg idle in which a huge capital has been invested which cannot ·be 
allowed to .remain blocked. Further, if the machines are kept idle, 
it will have its own reflection on the prices, production and also on 
the payment to labour for the working hours. On the one hand 
tAe cost per man-hour would go up, on the othE:r the value of the 
machines depreciateS with the passing of each day. The Committee 
therefore, recommend that financial loss suffered by the Company 
&ring the laat 5 years in terms of production due to the mach:nery 
remaining idle, should be quantified and the Committee may be 
app-ised of it. The Committee may also be informed of the steps 
proposed to be taken to minimise the idle capacity of machines. In 
this eonnection, the Company!Govemment sOOuld also examine the 
feasibility of disposing of such of the machines as are not going to be 
made use of in future. The Committee would like to be informed of 
the aetien _.n iathls reg:.ard within next six months . 

Durmg evidellce, when enq'tlired -whether the idleness of the 
maehinery aDd cestablished capacity were lieiDg reported to the Board, 
the representative of the Company admitted that "we are not :re-
porting down the idle capacity in each work centre. We informed 
'Iihe Board about the Radar Di"ision", The COllftmi~ recommend 
that the idle capacity of machines in all the units of BEL should be 
que.ntit\ed and reported to the Boani regularly after e'Very !dx months 
ahmgwi1h the l'eIISODS there!urand also the measures taken to Un-
J'l'ove the utilisatilXl of ~aehinery -etc. so that the Board lIlioWd aave 
tbe opportunity to look iMo the problem in all its ramifications and 
take lJUItable action where necessary ,The Committee also desire 
that the Ministry should am Sf'eCially monitor the utilisation of rna-
eIhIJle!'y til tbff Company so as to ens11re tbat there is DO slackening 01 

efPorts at any time at any level. Cunoerted eff«ts sbauld. also be 
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made for utnisation of the idle machine capacity to alternative uses. 
Tbe infC)rmation w;th regard to idle capacity should also be brought 
out in the Annual Report of the Company. 

&epJy of the Governmeat 

The Company had been directed to enquire irito the financial loss;" 
suffered during the last five years in terms of production due to 
mp.chinery remaining idle.· The relevant details are given in the' 
Annexure (reproduced below). The Company has, however, agreed 
to the recommendat:Oll of the Committee that tbeidle machiriecapa-
city in all its units would be quantified and reported to the Board· 
regularly after every six months. In addition. concerted effort is 
being made by the Company for utilising the idle machine capacity 
for alternatiVe purpoSes. The follow:ng steps are proposed to be 
taken to mlnimise idle capadty of macliines:-

(i) Regular drill on preventive maintenance will be strictly 
fG!.lowM. 

(ii) Stepil are being taken to ;reduce employees absenteeism 80 

- .fuat operatocs are ava:lable to operate the machine in both 
the shifts. 

(iii) The machines which are very old and have lost their aCCU-' 
racy are either being dispOied of or used as se.coacial'y me-
chines (when retained) for producing parts where loWN 
accuracy is aceepted. 

(iv) Steps have been taken to transfer S'Ome of the idle maeht-
nes to other new manufacturing divisions and units of 
BEL. It may be stated that from the Bangalore Unit 
alone .more than 45 machines have been transferred to the 
other new units of BEL and similarly from the Radar Divi-
sion 15 machines have beel! transferred to other divisions . 
within the BangaloreUnit. 

(v) The Company has taken steps to augment in-house power 
generafion capacIty to ensure uninterrupted power supply-
to fhe machtnes. . 

(vi) High cost machines like CNC machines are ltepamted from 
the low cost machines and given a separate cost cen:tre so 
that concentration can be given for the high cost machines 

tor better utilisation. 
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(vii) All future investments, if at all made, will be such that 

the machinea can be utilised optimally even with a changed 
product-mix _ 

The Department agrees with the recommendation of COPU to spe-
cially"m'Onitor the utiliSation of machinery in the Company and sug-
gest proper utilisation of idle machine capacity _ However inclusion 
of the information in regard to idle capacity in the Annual Report of 
the Company may not be insisted upon as the information pertaining 
to the capacity of a Defence PSU such as BEL is of sensitive nature. 
In fact, the Company has been obtaining exemption from the Com-
pany Law Board from disclosing information required as per Sche-
dule VI, Part II of the Companies Act. This has also been accepted 
by the C&AG. 

[Ministry of Defence, Department of Defence Production & Supplies 
O.M- No. 24(1)j87jD(BEL) dated 26.8.87.] 

Annuure to reply of Government to Reco.mmendation S. No.4 

In view 'Of the fact that the drop in machine utilisation was signifi-
cant mainly in the Rad&r Division of the Bangalore Unit during the 
five year period from 1979-80 to 198'3-84, as reviewed by COPU the 
financial loss suffered by the Company due to the tapperin"g off in 
Fire Control Radar Productinn and the delays in introducti'On of suc-
t:e.ISOr Radar has been worked out. 

The optimum value· of machine utilisation when the FC Radar 
was in regular production for 1978-79 was 66 per cent. Due to lower 
machine utilisation during the subsequent years the variation from 
the optimum has been calculated. The ratio of this variation with 
respect to the actual machine utilisation during that year multiplied 
by the production value achieved during that year indicates a n0-
tional financial loss in production suffered by the Company due to 
machinery remaining idle. The details are as follows:-

S. N •. DescriP'ion 19'79-80 1980-81 1981-82 1982-83 1983-84!; ----
I. Vr lut of ProduCtiOD (Ra. in 

takhs) 164.3 927 1956 1370 2062 
2. Machine Utilisation (In percent) 61 59 62 54 52 . 
3. Optln tum machine utilisation 

(in percent) 66 66 66 66 66 
4. Dcc:n asc in machine utilisa-

tion from the optimum durina 5 7 4 12 14 
the year ellpressed as ratio 61 59" 62 s:r is-

5. NotirDal production loss.ue SlIl643 7x927 . 4x1956 12x1370 14x2062 
to lower machine utili- -61- -59- 62 - 54 -n-
aation (RI. iD Iakhs) -134· 7 =110.0 -1262 =304.4 -5552 
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Recommendation Serial No. 6 (Paragraphs Nos. 2.14 to 2.15) 

The eominittee have also observed that the targets fixed for the 
year 19711-79 to 19t10-!l1 were less than the targets ilxed tor the year 
11177-78 leaving thereby a lot of unuWised capacity. Even tIlese 
derated targets could not be achIeved by the Company. 

According to the Company, some of the common reasons ·for the 
sho,rtfall in production during all these years were delays in deve-
lopment of product, delays in obtaining bulk production clearance, 
inItial teething trouble in productionisauon of newly developed pro-
ducts, delays ill obtaining supply of components trom indlgenousl 
foreign suppliers, etc. The Committee do agree that some of the 
factors could not be predicted with any: degree of certainty but a 
few of them could have been foreseen by the Company at the tinle 
Of fixing the targets. The shortfall in targets could have been avoid-
ed had the Company made adequate arrangements for proper moni-
toring and follow up of production. Therefore, in Committee's vieW' 
the preliminary factor responsible for the shortfall in production 
targets year after year was that the Management did not fix up 
realistic targets after assessing all relevant factors. The Committee 
suggest that the Company should streamline their machinery for 
target setting so that the production targets set for various Dlvisions 
are more realistic than what they have ,been in the past. The 
Company should also ensure that onCe the targets are fixed every 
effort should be made to achieve them. 

Reply of the Government 

The Company has submitted as follows: 

"Though the targets fixed for the years 1978-79 to 1986-81 were 
less than the targets fixed for the year 1977-78 for the Equipment 
DivisiQns of the Bangalore Unit Except for the year 1980-81 (due 
to the 77 day old strike) the achievements during the years 1978-79, 
1979-80 for the Low Power and High Power Equipment Divisions 
and for the year 1978-79, for the Radar Division were higher than 
their achievements during the year 1977-78. 

For the Components Division of the Bangalore Unit, the targets 
and achievements for the years 1978-79 to 1980-81 were higher than 
that for the year 1977-78. 

In the Ghaziabad Unit, except for a marginal decrease in target 
for 1978-79, the targets for 1979-80 and 1980-81 and the achievement. 

.' for 1978-79 to 1980-81 were higher than that for 1977-78. 
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The Company would like to submit that shortfall in targets 
achievement is due to various reasons already brought to the notice 
of the COPU, such as delays in development of product, delays in 
obtailiing bulk production clearanCe from the user, intial ~ 
trouble in productiortisation of newly developed product6, delays in 
obtaining supply 'of components from indigenous/foreign suppliera. 
As accepted by the COPU. some of the factors could not be predicted. 
Though the Company did make every effort to realise the ta:rgets 
by proper monitOring and fonow-up of production, shortfall persisted 
in spite of the best efforts of the Company. 

The Company has however noted the COPtT's Recommendations 
for target setting so that the prodUction target set for various divi-
sions are more realistic than what they have been in the past. The 
Company would ensure that once the targets are fixed everv effort 
will be made to achieve them." . 

The Deptt. has noted the Company's submission about setting 
up realistic production targets and is ahlo ensuring lhat targets CIIlc. 
fixed are achieved. The Deptt. also monitors the. achievemel')ts vis-
a-vis targets set by the Company at a high level periodi.cally. 

[Ministry {)f Defence, Department of Defence Production It 
Supplies O.M. No. 24(1) 1871DI (BEL dated 26th May, 1987.] 

Recommendation Serial No.7 (Puagnlph No. 216) 

The Committee note that to minimile the gap between the tar-
gets and achievements, the Company has taken certain impotrant 
llteps which include in-house power generation, better planning at 
the developmental stage, bifurcation of large divisionll into small 
CQIDP8Ct divisions, decentralisation of computer facUities to prOVide 
ea.chdivision its own data based unit etc. The Committee hope 
that with these steps the Company wI not only be able to main-
tain the progress achie-ved in 1984-85 by Low Power and High Power 
Divisions at Bangalore but will bring about a marked tmprovemeut 
in the production perfo.rmaru:e of all other· Divisions of the Com-
pany. 

Reply of tlle Gevel'DlDeDt 

The Company has submitted the following: 

""The Company hJme noted COPU's observations that to miDill\tse 
the gap between the targets .1IOd acbieYemeilts the Compaaybaft 



taken imponant steps which include in-house power generation. 
better planning at the development stage, bifurcation of large divi-
siDllS into small cOInpact diVisions, decentralisation of computer facl-
lities to provide each division its own data base etc. The gap bet-
ween targets and achievements has been further minimised. Thls 
am be observed. from the data fumished. below for the pl'oduction 
year 198>86 TeglU'ding the value of production for the variolW manu-
facturing divisions, 

_ ... _----, 
Low Power Equipment Division 

Diaital Communication Eqwpment Division 

High Power Equipment Division 

Reader Division 

FJectron Tube Division 

llemioenductors Divoision 

Gaziabad Unit. 

Target Achieved i'eroeD.-
(V aloe of as in lakliS)" tage« 

achieve-
ment 
w.r.t. 

tlQCll 

---'. 
2,~2 41 3,138,49 lOS 9 

421 59 43083 1{)22 

3,659.39 3,723 29 101.8 

2,403.81 2,404 29 1000 

3,425.30 3,500 61 102 2 

2,017.20 2,189.!'3 108 S 

4,366.34 3,998.U "48 

It would be seen that all the diviSIons of the Bangalore Unit 
have fully achieved. their targets and the Ghaziabad Unit has made 
an achievement of 91.4 per cent. The Company expects this trend 
to continue." - . 

The supplies made against the targets set are closely monitored 
periodically by the Department. 

[Ministry of Defence, Department of Defence Production & 
Supplies O.M. No. 24(1) 187ID(BEL) dated 26th l\4ay, 1987.] 

Recommendation Serial No.8 (Paragraphs 2.44 to 2.47) 

The Committee have noticed that in the Equipment Divisions no 
norms were laid down by BEL for rejections so as to assess the qua-
titydf. performance and. t-o fbr responsibility fIJI' defective work. Rea-
'!lObS for rejections Rave also not been analysed with a view to takiRA' 
remedial measures. No monthly -reports were submitted to the 
higher ~gement on the JiWUltum of rejections, the labour and 
material costs involved tbuein.. etc. 'lhe BEL has admitted in 



20 

their written reply that "whl1e no norms as such have laid dowJl 
for reJectlOns but a revIew is undertaken dunn~ the course of. pro-
ducuon to ensure that tnere are no reJec.lOIls oi e<j.wpments as Iiucb 
at the end oi proauction process:' 

In the Component DivlSions also, the norms were fixed only wr 
4 out of 14 products and that too for the assembly stage of manu-
facture. Even for fabr,cation of parts required for assembly oi 
components no norms were fixed. In the case of other two lmport-
ant components VIZ. Germaruum Semi-conductor and Ceramic capa-
citQrs, the actual rejections were also more than tile norms fixed 
by the Company. 

The Committee are also informed that the high process rejections 
compared to the collaborators' works levels were due to metlicient 
manual method of dispensing chemicals, manual handling of job and 
adoption of higher quality of levels whereby the Company markets 
only G.rade 'A' quallty type as against lower 'B' & 'C' grades passed 
and marke~ed by collaborators. ' 

The Committee are not convinced of the reasoris now advanced 
by the Company for high rejections of raw bulbs and tube process-
ing. The Committee feel that While fixing the norms the Company 
must have taken into account all the relevant factors and as such 
there can be no justification for the actual rejections being higher 
than the norms fixed. The Committee desire that the exact reasons 
for excess rejections should be identified by an expert independent 
body within six months of the presentation Of this report and sui-
table remedial measures taken to bring down the rate of rejections 
within the permissible limits. 

Reply of the Government 

As desired by the Committee, on the adviCe of the Department, 
the Company had referred the prob~em to the Statistical Quality 
Control Unit (SQC Unit). Bangalore, a Division of the Indian 
Statistical Institute for undertaking a study pertaining to rejections 
in the various operations in the TV manufacturing division. The 
report from the Statistical Quality Control Unit, Bangalore has been 
received on 11-8-87 and is under examination. 

Based on the report of the SQC Unit, the Company would be 
directed to take suitable action to see that the rejections are main-
tained within the permissible limits. 

[Ministry of Defence, Department of Defence PrOduction & 
Supplies O.M. No. 24(1)187ID(BEL) dated 26.8.87]. 
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Recommendation Serial No.9 (Paragraph No. 2.48 & 2.49) 

'I"he Committee have also found that the process rejections of 
raw bulbs came down from 11.06 per cent in 1978-79 to 5.41 per 
cent in 1979-80. It started rising gradually, thereafter and in the 
year 1983-84 it was as much as 6.52 per cent. To a specific question 
'1S to why the Company was not able to maintain even the level of 
5.4 per cent which the Company had reached with certain drawbacks 
like manual handling, inefficient method of dispensing chemicals, 
quality problems, etc. the CMD admitted during evidence that "this 
happens due to inefficiency and We are trying to improve to the best 
of our ability." 

To another question that even in tube processing actual rejec-
tions rates were higher than the norms fixed by the Company, the 
representative of the BEL stated that ';norms fixed in that area were 
rather ambitious." He also admitted that "rejections levels are 
higher in our case compared to other countries." The Committee 
feel that while fixing the norms the Company has not taken into 
consideration the reality. The Committee see no reasons why the 
Company should not be able to sustain even the level of rejections 
achieved in 1978-79 in spite of certain drawbacks. The Committee 
recommend that on the basis of experience of working and with 
reference to nerms obtaining in other enterprises producing similar 
products BEL should fix appropriate norms based on realities and 
also tighten its control me:u;ures to see that the percentage of re-
iections does not exceed the norms. 

Reply of the Government 

In recommendation S.No. 8 it has already been submitted that 
the Company have engaged the Services Of Statistical Quality Con-
trol Unit, Bangalore, a Division Of Indian Statistical Institute. The 
Statistical Quality Control Unit has completed its study. After 
appropriate norms for rejections based on recommendation of SQC 
are fixed the Company will be advised to adopt suitable control mea-
sures to ensure that the percentage of rejections does not exceed 
the norms. 

[Ministry of Defence·, Department of Defence Production &: 
Supplies O.M. No. 24(1) 187ID(BEL) dated 26th May, 1987] 

Recommendation Serial No. 10 (Paragraph No 2.50) 

In this connection, the Committee would like to draw the atten-
tion of BEL/Government to the recommendations of the earlier 
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Committee on Public Undertakings contained in the 6'iUi Report 
,(4th Lok Sabha) on Production Management in Public Undertakings 
emphasising that the public sector enterprises should evolve some 
permissible limits for rejections so that whenever re~ions go be-
yond that limit causes should be analysed' and remedial meas~ 
taken. The Committee had also recommended then that an public 
undertakings should lay down norms for actual rejections of each 
item or category of items sO that the Management becomes aware 
of the categories of rejections well in time and devise reme!;tial mea-
sures before it is too late. The Committee desire that in pursuance 
of this recommendation, the Company should also fix norms for an 
its products produced in Equipment Divisions, Component Divisions 
and other Divisions. 

Reply of the Government 

The Company has submitted as follows: 

"The Committee's recommendation to fix norms for rejections 
for all its products produced in Eq'.lipment Divisions, 
Components Divisions and other Divisions has been noted 
by the Company. It may be submitted that for the Equip-
ment Divisions, no rejection norms fOr the products can 
be fixed as the products (Radio and Radar equipment) 
are not allowed to be rejected wholly in the final stage. 
Norms for rejection and re-work at vario~s stages of the 
production process will be attempted instead. The Company 
will make all efforts to fix rejection/re-work norms wher-
eve.r practicable and amenable for fixation at appropriate 
stage of production and which should also be capable for 
easy monitoring so that remedial measures could be taken 
in time." 

The Department would ensure through periodical reviews that 
the Company abides by the recommendations of the Committee on 
Public Undertakings. . 

[Ministry of Defence, Department of Defence Production &: 
Supplies O.M. No. 24(1) 187ID(BEL) dated 26th May, 1987.] 

Recommendation Serial No. 12 (Paragraphs NOs, 2.63 to 2.65) 

As far back as in Aprtl, 1972, the Committee on Public Under-
takings (5th Lok Sabha) has recommended in their 3rd Report that 
BEL should introdUCe standard costing so that the. performance of 
the Company could be judged against the set standards. In pur-
suance of this recommendation. the Company is !'f!P011ed to have 
introduced standard costing for two products viz .• Receiving Valves 
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and Germanium SemiConductor from April. 1973 with ~ eventual 
extension of the system to other items to be considered after assess-

. ing the results. _ ThestaDdal'd costing was discontinu~d in 1974-7~ 
"tempararily till the prices l1!tu.rned to reasonable sUitable levels. 
The standard costing have neither been re-introduced nor the appro-
val of Government has been obtained by BEL for its permanent dis-
cvntinuation. 

The Company is also reported to have informed Audit in 
December, 19'19 that the practical utility of standard costing was. 
duubtful in an environment of erratically changing prices. The 
C,)mpany has advanced two main reasons for the dis-continuation 
of costing system just after one year of its introduction and there 
were steep and violent bike in oil prices from April, 1971 to 1983-84 
and fluctuation in rupee value of foreign cUITeDCies which adversely 
affected BEL's operations as Company uses 80 per cent imported 
materials as against only 20 per cent indigenous materials. These 
factors therefore, rendered the pperation of standard costing in 
IDItnetary terms difficult and the Company had thus no option but 
to limit it to qualitative aspect only. The environment of erracti-
cally changing prices being a universal phenomenon, the Commit-
tee see no justification for BEL to discontinue the system of stand-
and costing just one year after its introductiOn in Components Divi-
sion, especially ,when other public undertakings have not given it 
up on the plea of changing prices. Moreover, standard costing is 
not vitiated by large price variations which could be explained as 
such. On the other hand, thE' system of standard costing brings out 
other controllable variances which are very useful for management 
control. 

The Committee are also informed that the Company is examin-
~l1g afresh the question of reintroducing the standard costing taking 
lIIto account the price situation. In this connection, the represen-
tative of BEL during his oral evidence also admitted that "since last 
year, things are slightly better and we may be able to ~ttempt it 
once again. We have every intention of trying it and if it is feasi-
ble, we will try to expand it." The Committee, therefore recom-
mend that BEL should take urgent steps to reintroducetbe ~andard 
eosting 80 that performance of the Company could be watched 
{lgainst the set standards. 

Reply of the Governtnellt 

In line with the wishes of the Committee, the Company had been 
directed to initiate steps to reintroduce standard costing system 



first in one product division and depending on its $uccess to extend 
to other areas. Accordingly standard costing system has now been 
introduced in the TV picture tube division in the Bangalore Com-
plex covering 20 inch and 14 inch TV picture tube production. De-
pending on its success, the Company would be directed to reintro-
duce standard costing system in other divisions also. 

[Ministry of Defence, Department of Defence Production & 
Supplies O.M. No. 24(1) /87/D(BEL) dated 26·8-1987.] 

Recommendation, Selial No. 13 (Paragraph No. 2.66) 

The Committee are distressed to point out that whereas the Com-
llany took the vital decision to discontinue the standard costi~g 

system, they had not bothered to obtain prior approval of the Gov~ 
emment in this regard. In fact, the Finance Director of BEL admit-
tt~ during evidence that "we intimated to them (Government) only 
when it came out in the Audit Report and not earlier . . . . frankly 
speaking it was not brought to the notice of the Government." The 
Committee feel that when the costing system was specifically intro-
duced in the Company at the i.nstance of the Government, the Com-
pany ought to have taken approval of the Government before its 
discontinuation. The Committee, therefore, desire that Government 
should issue specific instructions and guidelines to the ComDllnv in 
this regard so as to avoid the recurrence of such a lapse in futUre. 
The Government may also direct the Company to implement and see 
that these recommendations are implemented in letter and in spirit. 

Reply of the Government 

In accordance with the wishes of Committee, the Company has 
been re-instructed to adhere to the laid down norms so as h avoid 
recurrence 'Of such a lapse in future. 

[Ministry of Defence, Department of Defence Production & 
Supplies O.M. No. 24(1) 187/D (BEL) dated 26th May, 1987.] 

Recommendation, Serial No. 14 (Paragraph Nos. 2.81 to %.83) 

The Committee find that in the manufacture of various compo-
nents, the Company uses precious metals like gold, platinum, silver 
nickel e~c. either in the pure form or in the form of alloys, powder, 
suspenSIOn, solution, salts, wires, strips etc. Gold Potassium Cyani-
de used in gold plating was being manufactured and supplied by 
sub-contractor out of gold issued by Reserve Bank of India on Gold. 
Control permits as well as out of gold recovered by. the Company 
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from waste solutions/scraps and issued to sub-contractor. The value 
of the gold Potassium. Cyanide for gold plating 'Of semi-conductors 
used during the years 1980-81 to .1983-84 worked 'Out to more than 
B.s. 410 lakhs (at the average price of Rs. 145 per gram). Similarly, 
the value of the other precious metals useti in ,the manufacture of 
components during 1980-81 to 1983-84 was about B.s. 71 lakhs. 

The Committee, have also been informed by Audit that the Com-
pany is 11'Ot conducting any reconciliation between the total input 
of precious metals issued for production with the output i.e. actual 
contents in parts produced/plated and the quantity recovereCl. from 
the waste solution, rejected parts, whereby the Company is not en-
suring against excessive use o.f metals, abnormal wastage, etc. 

In this connection, the Committee would like to draw the atten-
tion of the BEL/Government to ~ instructioDs issued by BPE to 
all public sector undertakings in August, 1974, emphasising that in 
the matter of use of precious metals and chemicals, adequate care 
mutrbe taken for laying dctwn norms for consumption and proceas 
wastage. There should also be proper management control to en-
sure that impurtant data about consumption/wastage of precious 
metals and chemicals is reported to the higher Management. 

Reply of the Government 

The attention of the Company has once again been drawn to the 
BPE guidelines issued in Aug. 1974. The Company has also taken 
adequate care for the use of precious metals and chemicals used in 
the plating processes. It has established practical physical controls 
such as (a) issues acC'Ording to established standards, (b) mainten-
ance of records of issues and recovery, (c) details of scraps process-
ed and gold recovered and (d) responsibility entrus~ed to senior level 
executives. The Company h~'.s taken appropriate steps for laying 
down norms for consumption and process wastage in the use of pre-
cious metals and chemicals. Company has taken further stens to 
ensure proper management control so that impcrtant data about the 
consumption/wastage of pre~'cus metah and chemicals is repurted 
to the higher management. 

[Ministry of Defence, Department of Defence Prod1!~tion & 
Supplies O.M. No. 24(1} 1871D (BEL) da~ed 26th Mav. 1987.] 

1493 LS-3. 
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Recotnmendation Serial No. 16 (Paragraph Nos. 2.101 to '2.106) 

The Committee note thai. the major items of ~quipments produc-
ed by BEL in which the Company enjoys almost a monopoly are 
sold to Defence and other Government Departments. In the sale of 
components produ<:ed U, the Company it faces competition from 
private sector and imports. 

The Committee have ahro noticed that so far the Board of Direc-
tors of the Company have not fonnulated any pricing policy for 
their products. The pricing policy followed by BEL is on Fixed quo-
tations and Il'Ot on cost plus basis. The selling prices are reviewed 
aDd revised. by BEL irom time to time in the light of new develop-
ments but no set periodicity for this purpose has been prescribed. 

During evidence, the Committee were infonned by the Defence, 
Production Secretary that the Government guldelipes on pncmg 
were being followed by BEL who have not feL any need to lay 
down different policies ir: this re'gard. The BEL has' ~lso not sought 
any special concession Or relaxation from the Government guide-
lines. ' 

On enquiry whether BEL has been charging a reasonable price 
for its products supplied to Defence and other Government Depart-
ments, the DepaJ tment of Defence Production and Supplies have 
infonned the Committee that the prices quoted are reasonable and 
are also subject to negotiations by the concerned Indenting Depart-
ment. In the case of components supplied to Civilian Departments, 
the Company faces stiff competition, from private sector/imports and 
prices are fixed from time to time on the basis of cost of production, 
capacity of the market to bear, competition from the private sector, 
'imports etc. In so far as supplies to Defence Services are concerned, 
all those items which are still under development, the selling prices 
of BEL compare favourably with the landed cost of similar equip-
ments to be imported. The Company generally qu"tes fixed price 
based on estimates/actual cost experience etc. which includes an 
ad hoc provision for escalation in the cost of material and labour 
during the projected delivery period. Therefore for this purnose the 
Companv initial1" submits 11 rough estimated cost through the bud-
getarv quotations which are later finned up after scrutiny and nelro-
tiations bv the Price Negotiations Committee. 

The Committee are "lso infonned that when underselling (i.e. 
qntlting at less than international price) is resorted to by BEL, it 
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is done in the overall intel'est of the country's Defence budget after 
ensurmg an adequate return on investment and a payment of 12 
.per ceut dividend to GOvernment on its capital. 

-
On .(Iemg pointed out that BEL suffers huge losses on some of the 

consunler electronicsprodqcts sold in the open market but the loss 
is morQ< than made good through the profits on products supplied to 

.Defence and other Government Departments, the Defence Produc-
tion Secretary then promised that "I will look into this aspect my~ 
self." As the Defence allocatioIl.jl do not come under the budget re-
view, the Committee desire that a special care shQuld be taken by 
.the Miuistry to ensure that they are not being over-charged by BEL: 

Reply of the Government 

The Comp<lny with whom this issue' was taken. up has stated as 
follows:-

"The Complmy follows the guidelines laid down by the Govern-
ment on pricing policies of Public Enterprises in Office Memora:n-
dum No. BPE!461Adv(F)i68!25 dated 27-12-1968 and BPE No. 1(76) i 
Adv(Fin)170 dated 18-6-1970. In the caSe of equipments, the custo-
mers, aSlless the prices quoterl by the Company (since they are aware 
of the worth of the equipments in the Internatioinal market) be-
fore accepting them. Most of BEL's major equipments sold to the 
major customers have been at well below with landed costs or 
world prices of similar products. The purchasing agencies are well 
aware of the price trends find negotiate the prices based only on 
such market information. 

Wherever BEL has been allowed teo export defence equipment, it 
has been able to realise prices much higher than those 'Obtained 
from Indian Defence Customers. Some examples are shown below:-

.---
Equipment Applicable BEL Price to International Base for Inter-

year of supply Defence price in Indian notion"' price. 
Rupees. ._._--- - ... _----

l00W Linear 1981-82 R •• 32.130 
Amplifier 

Rs. 51,250 BEL's e"port 

HB Set 
(LHP~219) 1980-81 Rs. 26,570 Rs. 51.415 BEL', export. 
F.C. Radar 1982-83 Rs. 45,50,000 

1918-19 Rs. 74,04.000 BEL'S export. 
Cymbeline 

: Radar 1985-86 Rs. 72.40,000 Rs. 19,22,000 Estimated price pay-
able by Army, if 
imoorted from 
licensor. 



28 

This clearly establishes the reasonableness of the prices charged. 
by BEL to the Indian ~efence customers. 

Whether a profit level is high or low is not to be judged with 
reference only to the sale value but with referenc"e to the capital 
employed. This is particularly true of BEL and other defence units 
which are often asked to undertake high investment-low turnov~r 
projects on strategic considerations. The Company agrees that the 
losses suffered by it on some of the consumer electronics products 
IOld. in the open market is offset by the profits made on other pro-· 
c1ucts (both components sold to outside parties and equipments. 
eolcl to Defence and othet Government Departments) but this is not 
becau. of any overcharging but due to their scale economics being 
better placed, by international standards." 

'!'he Department has studied the Company's submission and may' 
atate that by and large the prices quoted by BEL are reasonable. 'l'be. 
prices quoted by the Company are subject to negotiations by the 
concerned Indenting Department. BEL's budgetary quotations are 
firmed up through negotiations by a Price Negotiating Committee. 
However, the Ministry has noted the COPU's desire that special 
care .should be taken by the Ministry to ensure that they are not 
being overcharged by BEL. 

[MiniStry of Defence, Department of Defence Production ann 
Supplies O.M. No. 24(1)187ID(BEL) dated 26th May J987.J 

Recommendation Serial No. 19 (Paragraph Nos. 2.114 & 2.115) 

The Committee note that as on 1st April, 1985 the pending orders 
with the Company were of the order of Rs. 41,937 lakhs out of which 
as much as Rs. 34,151 lakhs r~18ted to Defence Departments and De-
fence Undertakings. These rrders, according to the Company, are 
expected to be liquidated in a period of 2-3 years. 

The Committee also find that as on 1st April. 19R2 the cases of 
slippages in delivery ranging upto 4 years has taken place in resp~ct 
of orders valued at Rs. 1,509 lakhs. as brought out in the Audit Re· 
port. The Committee feel that slippages in the delivery of equ;p 
ments to the Defence Service~ will not only affect their present ~en
sitive Defence Plans but will also have adverse effect on the future 
delivery of equipments. Similarly, for {Jther civilian Government 
customers also, the sHppage will affect the implementation of their 
plan programmes for commiFsioning of equipments. The Committee. 
therefore, recommend that the Company shoul~ make all out effort,. 
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-:to keep up delivery schedules of the equipments especially those 
relating to Defence and other Government Departments. 

Reply of the Government 

. The Company has stated that it has noted the COPU's observa· 
tions regarding all Qut efforts to' be made to keep up the delivery 
schedules of the equipments especially those relating to Defence 

. and other Government Departments. The Company has been taking 
steps to fix realistic targets of production and delivery schedules 
based on customer priorities after detailed discussiQns with them. 
The performance of the Company with reference to targets and 
achievements in production during 1985-86 in its manufacturing 
Divis:ons in Bangalore and Ghaziabad has been brought out in the 
foll'Owing table:-

(Value In as. lakhs) 

Division Target 

---------------- .. _-- -- -----
Low Power Division . 2962·41-

Digital Communication Equipment Division 421·59 

High Power Equipment Division ,3659:39 

Radar DiVision . 2403.1\1 

Electron Tube Division 3425.30 

Semiconductor Division 2017·20 , 
Ghaziahad Unit 4366·34 

Achieved ".achi-
evement 

3138.49 105·9 

430.83 102·2 

3723·29 101.8 

2404.29 100.0 

3500.61 102·2 

2189 53 108.5 

3990·11 914 

It can be observed that there is cent percent achievement with 
respect to targets in all the production units of the Bangalore Unit. 

[Ministry of Defence, Department of Defence Production and 
Supplies O.M. No. 24(J) 187ID(BEL) dated 26-5-87] 

Recommendation Serial No. 21 (Paragraph Nos. 3.50 to 3.52) 

The Committee regret to Dote that although the R&D activities 
of Bharat Electronics Limited commenced at the Company's Banga-
lore Unit in .1956 and at Ghaziabad Unit in 1974 and that the Com-
mittee on Public Undertaking$ had recommended as far back as in' 
1972 ·that a perspective plan for R&D should be drawn up for the' 

-next 10"':"'15 years, no serious aetton was taken by the Company on 
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the recommendations of the C:ommittee. The Committee find that 
only in April, 1982, the 'Board of Directors formulated the first 
detailed policy on R&D activitiesind in September, 1983, R&D 
project profile plan for only 3-4.years (as against 10-15 years plan 
as suggested by the Committee on Public Undertakings or 7-10 
years plan as considered by the Board at its meeting held in April, 
1982) was approved by the Board. The Committee are also constrain-
ed to 'observe that the Company did not maintain any proper record 
of the R&D projects taken up, successfully developed and produc-
tionised. The Committee have a definite feeling that R&D activi-
ties of the Company lacked proper directions for over two decades 
and were carried on in an ad hoc if not perfunctory manner. Thee 
Committee take a serious note of this neglect in the vital area of 
R&D activities of a Company like BEL has been primarily set up 
for meeting the defence need~ of the country. 

The Committee have also observed that by the e'ld of March, 
1984, 38 projects were abandoned after incurring an expenditure of' 
Rs. 100.88 lakhs fOr reasons like lack of conformity to specifications, 
changes in Users' requirements and non-materialisation of expected, 
orders etc. Similarly, upto March, 1984, 42 projects successfully 
developed at a cost 'Of Rs. 243.80 lakhs could not be productionised 
because of techinacl obsolescel,)ce, non-materialisation of anticipated 
orders and competition from other manufacturers of equipment. 
The Committee express theil' serious concern about this seemingly 
infructuous expenditure in the face of the fact that R&D activities 
of BEL have been of limited use and the progress for the develop-
ment of R&D Unit has been tardy and far from satisfactory. 

The Committee have also noticed that the total time taken from 
'go ahead' to the date of receipt of the bulk production clearance 
ranged from 52 to 116 months and the time taken by the Company 
for the submissi-on of pro1:otypes. modifications, etc. ranged from 36 
to 57 months and the time taken by users for approval of specifica-
tions, conducting of trials etc. ranged from 13 to 59 months. This, 
according to audit has resulted iri huge C'OSt over-runs ran:giug from 
10 to 967 per cent in 35 cases and inordinate time over'run of more 
than 4 years in 14 cases. In view of this inordinate time over-run 
that has taken p1aCein tbe develo~ent of the certain prooucts, the 
utility of the equipment under development has o~ be-
~e ~lluseof high dbstaeseeriee rate in the· EleetrOnics. 
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industry. The Committee deplore this huge cost and time uver-
runs and are of the view that this could have been avoided or dras~ 
tically minimised if there had been close and regular monitoring 
both at the Company and Ministry levels. In this connection the 
Defence Production Secretary has also admitted during his evidence 
that "the mechairism of monitoring of R&D Projects was not satis-
factory". The Committee wish to stress that R&D problems 
should be attended to promptly and tackled promptly to achieve 
self reliance in technology especially when BEL is entrusted with 
the responsibility of meeting almost the entire requirements of 
Defence Services for communication equipment and some highly 
sophisticated Broadcast Transmitters, TV Satellite Receivers and 
Microwave Equipment and Systems. The Committee therefore, re-
commend that R&D Department of BEL should be strengthened 
adequately and its ~ork monitored closely at the highest level so 
tBa1ltbecomes a~ Iiioi'e effective instrument of progress. In this con-
nection. the Committee would also like to reiterate the recommenda-
tion of the Committee on Public Undertakings (1971-72) that R&D 
of BEL should work in close coordination with CSIR, Electronic 
Commission, R&D Organisation for development of Electronics and 
Radar and other related research laboratories in the country SI) that 
a concerted and coordinated approach could be macie so as· to avoid 
duplication of research effort, reduce cost of production and above 
all lay a sound technological base for tlie electronic industry in 
India. 

Reply of the Government 

The Perspective Plan for BEL's R&D has been tied up with the 
Defence Plans of requirement for equipments. Major Defence Plans 
whicn were used for guiding the perspective were ttJe Plan AREN 
and the Plan ADGES. The initial requirements projected for the 
ADGES Plan were taken up for planning the Ghazfabad facilities 
and the Development & En!;"'i.neering requirements, but had to be 
changed when there was a sudden change in the user requirements 
of the High Power Static Radars and Mobile Radars as well as of 
Communication Equipments. However, BEL maintains close coordi-
nation with the Defence Services and has paced its R&D Plans to 
match with the projected requirements. Due totbe iDherently chan-
ging nature of Defence P~pectives, a long term R&D Plan of 10 



to 15 years in the aophisticated field of electronic equipment is beset 
with diftlculties. 

Regardiag non-prociuctionisatron of certain projeCts, considering 
BEL as a commercial Company, it has to react to situations as they 
emerge. Considering the scale of operations of BEL, such instances 
of non-productionisation have been relatively small and 31<;0 pos-
sibly unavoidable considerin'g the fast changing nature of the elec-
tronics industry. It is pointed out that against a revenue expendi-
ture of around Rs. 80 Crs. fOr R&D incurred since inception till 
end March 1985, the value of production 'Of such developed products 
has been of the order of Rs. 660 crores.The R&D expenditure in-
curred in a few al>andoned projects should be viewed in the total 
perspective of the benefits accrued if the Company is to retain its 
sense of success in pioneering R&D activities. 

Government'has taken several steps to reduce the delaYIl in gett-
ing bulk production clearancc!s, A Technical Coordinating Authority 
(TCA) with its Advisory Committee is appointed to progress each 
development project against Qualitative Requirement issued by 
Service Headquarters. The Technical Coordinating Authority (TCA) 
meets as and when required to monitor progress like User Trials, 
technical evaluation, maintenance evaluation till the free flow pro-
duction of equipment is achieved. The responsibility of bulk pro-
duction clearance has also n'Ow been entrusted to the TCA. 

The Company has noted th~' COPU Recommendations that R & n 
Department of ~EL should be strengthened adequately and its work 
monitored closely at' the highest level so that it becomes a more 
effective Instrument 'Of progress. 

The Company has also n!'ted the Committee's observations that 
R&D of BEL should work in cloSe coordination with csm, Elec-
tronics Commission. R&D Organisation for ':Development of Elec-
tronics ~d Radars and other 'related Research Laboratories in the 
country. -.' 1\ -,--.-...-, ~'-: 
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A . list of the products· Successfully developedlUnderdevelopment 
.by BEL in active association with such organisations is given be-
low:-

Organisation 

1. Eledronlcs & Radar neveIopment 
Establisment, Bangalore 

Producll 

TIDEX, AES, INDRA, I & U MUFAR 

2. Defence ElectroniCs Research Laboratory, IFF, EW Systems, _ CIPHER 
Hyderabad. 

3. Instruements ltesearch & Development Passive Night Vision Binoculan & Goggles, 
Establishment, Dehra Dun Laser Range Findenl. 

4. National Ph),!,ical & Oceanographic Lab- Sonars, Toted, HUMVAD, Transducers 
oratory, Cochin 

S. Bhabha Atomic Research Centre, Bombay ~ Converters 

6. Indian Institute of Science, Bangalorc 

7. Indian Space Research Orgainsation, 
Bangalore 

: 8. Raman Reserach ,Institute, Bangalore 
H· 
9. Telecommunication Research Centre, 

Delhi 

10. CEERI, Pilani 

11. Defence Research Development Labo-
ratorY, Hyderabad 

Mg Mn02 Batteries 

Space Electronic EquipmentJ 

LCD 

VHF/Microwave Radio Relays PCM 
Multiplex 

Micruwave Tubes 

Missile Ground Systems 

With reference to the observation of C&AG, it may be relevant 
to state that the Laser Range Finders (LRF) designed by Instru-
ments Research & Development Establishment (IRDF) Dehra Dun, 
has now been cleared for production and all the 100 Nos. have been 
targetted for supply during 1987-88. Similarly, in the case ·of Ie 
Tubes, Army has placed an order for supply of 74Q Nos. The delivery 
schedule as advised by the Army has been fixed as 290 Nos. in 1987-88 
cand 450 Nos. in 1988-89. During lQ87-88 54 Nos. has been supplied 
till July, 1987. The production of Ie Tubes is low due to reduced 
demand from the users. 

Similarly, Space Electronics Division has been set up in BEL 
mainly to engineer and productionise equipment designed by Indian 
Space Research Organisation (ISRO) - These products are charac-
terised by iow volume and high quality (Spaee Grade). Develop-
ment and Engineering forms a major part of the Division's activities. 
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As such it would not be correct to view its working purely from 
profitlloss angle just like any other series production centres. It 
has, however, developed and productionised successfully products-
designed by tSRO. It has also plans for stepping up production of 
ISRO designed products in the future. With reference to LCD's 
certain types have been productionised but due to reasons such as 
market factor, scale of production etc., the production has so far 
not been viable. However, plans are being made to enlarge the 
types of products to cater to a wider market so that viability is 
achieved in the future. 

Recommendation Serial No. 22 (pargraph No. 3.53) 

From the material fumished, the Committee have noticed that 
as against a revenue expenditure of around Rs. 80 crores incurred 
on R&D by the end of 198~, the value of the developed products has 
been of the order of Rs. 660 crores. Further, the cumulative posi-
tion of the value of production of whollylpartially Company deve-
loped products to the total production in the case of Bangalor-e Unit 
was 49.72 percent and for Ghaziabad Unit it was 7~.20 per cent. 
Explaining the reasons for the percen~ge share of products being 
much more in Ghaziabad Unit than Bangalore Unit, the Company 
has informed that the Ghaziabad Unit was established in 1972 and 
most of the products taken up for production were of indigenous 
development whereas the Bangalore Unit was established in 19M 
and development activities could start there only after the building 
up of a technological infrastructure in the Company. However, the 
production in Bangalore Unit has since picked up and the percentage 
of the valUe of production for the year 1984-85 only was 80.88 per 
cent. The Committee are of the view that R&D activity being vital 
for the healthy growth of Electronic Industry in India, a reasonably 
adequate amount must be spent for its prope.r development. How-
ever, the success of any R&D project does not depend alone on how 
much expel}diture is incurred on it but the performance of specific 
tasks related to production an.d solution of practical problems posed 
by the Industry. The Committee, therefore, recommend that there 
shpuld be close and constant interaction between the production 
and research wings of the industry so that the problems of crucial 
importance are tackled in an effective and conclusive manner. 'l'he 
Committee desire that the Comp8ll.y should intensify R&D activities 
todeve1op new products and to keep itself uptodate with the latest 
avaUable technology all the world 'Over so as to build up its strength 
and cordldenee 8IId P'Iinimis.e the foreign dependence of defence 
fotaea with reprd. to U. IIlPply of ,esaential raw materials and com-
posaents. J'or this purpose, the Company should also consider the-
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Ieasibility of conducting Seminar workshop and for a.rrangmg 
tr.aining programmes and orientation courses to educate its engmeera 
withregani to the latest design technology, system engineering and 
management technology, etc. 

Reply of the Government 

The Company agrees with the Committee's observation that R&D 
activity being vital for the healthy growth of electronics industry 
in India, a reasonably adequate amount must be spent for its proper 
development. It may' be stated that the Company has a policy to 
spend 5 to 8 per cent of its turnover on R&D activities. The actual 
expenditure on R&D activities for the last five years is as follows: 

R&D Investment 

Captial & Revenue . 

% of turnover 

Rs. in million 

1981-82 1982-83 1983-84 1984-85 1985-P6 

lOS 6 lOS· 7 125.5 H4·0 127·4 

8.1 7.4 8·1 8.2 5.8 
----------..,...---

The Company also agrees to the Committee's recommendatioaa 
that theLe should be close and constant inter-action between the 
production and research wings of the industry so that the problems 
of crucial importance are tackled in an affective and conclusive 
manner. It may be stated that the Company is in constant inter-
action with the Defence Research & Development Organisation, 
National Laboratories and premier research institutions for develop-
ment of new p.roducts and to keep itself uptodate with the latest 
available technology. The Company has noted the COPU's observa-
tions that it, should build up its strength and confidence and minimise 
the foreign dependence of our Defence Forces. 

With regard to minimising foreign dependence in the supply of 
essential raw materials anc! components, the Company fully agrees 
with the need for conducting seminars, workshops and for arrang-
ing training programmes and orientation course to eduC'ate its 
engineers with regard to the latest design technology, system 
engineering and management technology. It m~y be stated here 
that the Company attaches great importance to training of ~rsonnel 
and for this purpose it has set up a Centre which is fully equipped 
with computer facilities for continuing education and training of 
its work force as well as its engineers in various disCiplines. All the 
engineers, young and old are all exposed to the training pro-
grammes tbrou~ video courses which are obtained from professional 
bodies from abroad wWch go 1ntovarioua upeets of design techn~ 
logies, system eIJIineering, syrRem~,,,,'aIso~al 
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techDiques. The R&D enginee.rs attend seminars both National and 
International and present papers in such seminars and which am 
well received. The Company publishes a HoUSe Journal called 
. 'BEL Engineer' for disseminating R&D achievements and develop-
ments to its engineers and other engineering fraternity. Training 
programmes are also conducted relating to product familiarisation 
for the benefit of custOmer engineers and Inspection authorities. 

[Ministry of Defence, Department of Defence Production & 
Supplies a.M. No. 24(1) 187ID(BEL), dated 26-5-87.) 

Recommendation (Serial No. 24 Paragraph No. 3.55) 
According to the Company, its perspective plans are intimately 

related to the defence plans and due to the inherently changing 
nature of defence requirements 10 to 15 years perspective plans in 
-the field of electronics equipments is beset with difficulties. The 
R&D plans of the Company would therefore, have to be lesser time 
frame. However, during eVidence, Secretary of Defence Production 
informed the Committee that "now the mechanism is under considera-
tion of the Government whereby 10 to 15 years pe~spective p1an 
may be possible after a year or so as Users are coming up with their 
long term perspective plans." Keeping this in view, the Committee 
reiterate recommendation of the previous Committee (1971-72) that 
a perspective plan for research and development be drawn up for 
the next 10--15 yeats which should be reviewed every year in 
the light of performance and demand projections. In particular, 
concerted efforts should be made to achieve break through in know-
how and manufacture of electronic components of vital importance 
so that self reliance is achieved in meeting of the Defence Supplies 
needs indigenously as far as possible, as also the requirements of 
electronics Industry as a whole. 

Reply of the Government 

The R&D perspective plan of BEL is intimately tied up with the 
long term persnective plans of Defence users· Once the Users long 
range 10-15 years plan is finalised, the Company will also formu-
late a 10-15 year~ R&D perspective plan. 

The Committee's recommendations relating to efforts to be made 
to achieve breakthrough in know-how and manufacture of electrOnic 
components of vital importance to achieve self reliance in Defence 
needs in electronics field have been noted. 

[Ministry of Defence, Department of Defence Production & 
Supplies a.M. No. 24 (i) 187!D (BEL), dated 26·5-87.} 

Comments of the Committee 
(Please Bee paragraph 20 of Chapter I of the Report). 
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Recommendation (Serial No. 25 Paragraph No. 3.56) 

The analysis of the Company's production profile shows that 
approximately 70 per cent of the BEL's production is for meeting 
the Defence needs and the remaining for civil requirements. There-
fore, the. Committee desire that the Company should prepare R&D 
Schemes covering both civilian and defence requirements. In doing 
so the Company should fully safeguard the interest of the Users 
and at the same time it should not try on uncertainties and obsolete 
technology at the cost of exchequer. 

Reply of the Government 

The Company has stated as follows:-

"The Company appreciate the Committee's desire that the Com-
pany should prepare R&D Scheme covering both Civilian 
and Defence requirements.· The Company also accept the 
view that it should fully safeguard the interest of the-
Users and at the same time it should not waste time lUld 
e1!ort on uncertainties and obsolete technology at the cost 
of exchequer". 

[Ministry of Defence, Department of Defence Production & 
Supplies O.M. No. 24 (1) 1871D (BEL), dated 26-.5<-87.] 



CHAPTER ill 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

.Beeol1l.lDelMlation (Serial No. 11 Paragraph 2.51) 

The Committee have also noticed that the cost of rewgrk in the. 
Equipment Division at Bangalore Unit from 1977-78 to 1983-84 worked 
out to Rs. 940.81 lakhs but the analysis of the reasons for rework 
has not been made by the Company. In the Component Divisions 
also, the major rework activity relate to inprocess rejections of TV 
Picture Tube including reclamation of parts from the defective 'TV 
guns. The extent of expenditure on rework has also not been 
assessed and reported to the higher Management. The Committee 
recommend that BEL should hrunediatelyanalyse the reasons for 
the high cost rework involving about Rs. 940.81 lakhr in Equipment 
Division and also to assess the extent Of the expenditure incurred 
on rework in the TV Picture Tubes. The outcome thereof should 
be reported to the Committee. 

Reply of the Government 

The Company had carried out a study on high cost of rework 
in equipments and the expenditure incurred on rework in the 
'Television Picture Tubes. The production during the period from 
1977-78 to 1983-84 in the Equipment Division is indicated below:-

(Rs. in lakhs) 

Divisions 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 Total 

LPE. 1193 1201 14S2 911 1652 2218 2838 11465 

HPE 835 883 1161 766 1590 2137 2622 9994 

RADAR 1712 2134 1643 927 1956 1370 1306 11048 

---- ------ ... ----
Grand Total 32507 

The total production during the years 1977-78 to 1983-84 for the 
Equipment Division therefore, works out to Rs. 32507 lakhs. The 
re-work cost of Rs. 940.81 lakhs ~orks out to a percentage of 2.89, 
vor\th rellpect to the total production spread out over a period of 
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8 years. It may be reiterated that for a Company like BEL which 
has a wide range of product-mix, quantity running . into large 
numbers, analysing of re-work in the Equipment Division is a shop 
floor activity, which is being done daily in the shop itself by the 
shop executives and the Departmental heads. The ;required cor-
rective action is taken as part of the production system and detailed 
reco.rds of reasons for re-workare not maintained on a permanent 
basis, as it would be voluminous. However, rework hours and cost 
~f re-work are consolidated on a monthly basis for monitoring of 
rejection level. . . 

The. extent of expenditure incurred on re-work in the TV Picture 
Tubes as assessed by. the Company. is indicated below: . 

Year 

1977·78 

1978·79 

1979-80 

1980-81 

1981·82 

1982·83 

1983·84 

Production 
Value 

(in 16kh!) 

294.50 

543·3 

685·2 . 

565· 30 

72620 

.841.50 

831·10 

Total 

Cost of' . %of re-
Re-work work 

(Rs. in LakhS) cOSllo 
Produc-
tk,n 
Value 

38 88 13·20 

68·51 12.6\ 

86.42 12.61 

69.74 l:Z.34 

99.48 13.70 

10490 12·47 

105·95 12.66 

--_.-
573 88 

The percentage of re-work with respect to production has come 
..down in the subsequent years as indicated below: 

-Year 

'1984-85 

;1985-86 

--.-.:..-------

Production 
Value 
(Rs. in lakJis) 

1150.60 

2181.10 

Cost of %ofre-
re-work work cost 
(RI. in lakbs) t" pro· 

duction 
Value 

13040 11.33 

139.97 6·42 
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The Company has assured that the decreasing trend in the re-
work cost as a percentage of production value achieved in 1985-86 
is likely to be maintained in future also. 

[Ministry of Defence, Department of Defence Production & 
Supplies O.M. N{). 24(1)(87 jD (BEL) , dated 26-8-87.] 

Becommendation Serial No. 20 (Paragraph Nos. 2.121 to 2.123) 

According to the Corporate Objective of the Company, with its· 
diversified products " technology base, BEL was expected to achieve' 
a growth rate of 10 to 12 per cent per annum so as to strengthen 
nec:essary organisational! structure to support the planned growth. 
In Committee's view, the planned growth rate of 10 per cent to 12 
per cent is very slow sa the cost eac:alatioD itself would contribute· 
to an increase of about 7 to 8 per cent lIDDually. 

According to the Department of Defence Production and Sup-
plies, the Company has already achieved a compounded growth rate 
of 115 per cent and is"also planning for an average compounded 
gowth rate of 28 ,per cent for the years 1985-90. However, from 
the info~ation furnished to the Committee, it is seen that 'the 
growth rate in turnover achieved by BEL was only 17 per cent 
during the six years (1978-79 to 1983-84) as against 145 per cent 
achieved by KELTRON, another leadin'g Electronic Company in 
Public Sector, during the same period. 

Even though the comparison of growth rate of KELTRON with 
that of BEL may not be relevant as the product lines manufactured 
by them are different, but taking into account the gross block/ 
investments and other differences, the growth rate of 145 per cent 
in KELTRON :s quite significant especially when it is catering to 
the needs of lnkhs of consumers as against a few captive customers 
in the case of BEL. The only plausible reason for the stunte::l 
growth rate of BEL, according to the Committee, is that the BEL 
is neither made responsible to cater fully to the Defence needs of 
electronic equipments nor it is allowed to enter the consumer elec-
tronics in a big way. The Committee, therefore, recommend that 
the Government should lay down precise objectives for BEL in 
this regard and also to draw a plan to enable BEL to build up a 
position of strength. 

Reply of the Government 

Though the Company had planned in November 1979 to 'achieve 
a grov'\h rate of 10 to 12 per cent per annum, it bas achieved a 
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compounded growth rate of 19 per cent during the period of 1980-81 
to 1~85. 'The Company has also planned for an average compound-
ed growth rate of 28 per cent during the Seventh Plan period i.e. 
1985--90. As kindly accepted by the COPU, comparison of growth 
rate of M/s KELTRON with that of ,BEL may not be relevant as 
the product lines manufactured by them are different. 

BEL is a Defence Public Sector Undertaking catering mainly 
to the strategic needs of Defence and other Government Depart-
ments lor their professional electronic equipment and components 
requirements. It is submitted that BEL's objective in the fie~d of 
consumer dectronics can of necessity be only such (and circum-
sc:ribed) as to serve this basic objective. BEL will there~ore need 
to have a balance of product-mix between professional grade equip-
ment/components and high technology/consumer ,electrQnic items ,in 
order to sustain the technolog:cal leadership and position of 
strength. KELTRON and other State Government undertakings and 
the Private Sector cater mostly to the requirements of consumer 
electronics as per the policy of the Government and may not be 
compared with BEL. The Department and the Company are taking 
necessary steps to ensure growth of the Company in the Seventh 
and Eighth Five Year Plan periods of a significantly higher order 
than heretofore. ""t, 

[Ministry of Defence, 'Department of Defence Production Be 
Supplies O.M. No. 24(1) 187ID(BEL), dated 26-5-87.] 

Reeommendation Serial No. 23 (Paragraph No. 3.54) 

3.54 The Committee learnt that Government have established an 
R&D Organisation at Bangalore for the development of electronic 
and radars (LRDE). , So far only two radar equipments have been 
developed by LRDE and these were entrusted to BEL for produc-
tionisati'On as far back as in 1965-{)6 to 1973-74. Three more LRDE 
devel'Opment products are at present under production in BEL. The, 
Committee have also been informed by audit that 22 items developed 
by LRDE were entrusted for ~roduction to other Government and prl-: 
vate agencies and 17 items were productionised tn the plants of 
LRDE itself. The Committee are of the view that BEL which i9 the 
premier public secOOr production agency for radar and electronic 
equipments sh'Ould get a greater share in the production of LRDE's 
developed products, in resped of radar and electronics items, The 
Committee, therefore, recommend that the Governmp.n1 should for-
mulate a specific policy in 1his regard. 
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Bepl" of the Govel'lllD8at 

The imer-action and liaison that exists between a design agency 
.m as LRDE and production agency such as BEL is 'given in a poo-
a!du.re islrued bY Ministry of Defence (Deptt. of Defence Production 
• Suppties) for Design, Development, Production and Inspection of 
Electronic Equipment (DDPIL). The document defines the respon-
sibility of various agencies involved in so far as it concerns design, 
development" production and Ulipection of electronic equipments. It 
provides for pw-poseful consultatiWl and participation consiStent 
with the defined responsibilities of the various agencies involved'. 

LRDE developed products have also been given for productioni-
SIttkm to other Public/State sectw and private industries. The pro-
dBetion mrlts under the Ministry of Defence are organised to. develop 
and establish strength in designated areas of technology for develop-
ment, engineering and production of equipment/systems. For ex-
amJlle, BEL has estabTIshed strengths in deve1up'"Tlent and production 
of Ground Radar Equipment and Communication Equipment. While 
appreciating the Committee's recommendation that BEL should get 
• greater share of LRDE's developed products, it is to be stressed that 
BEL is always and invariably associated during discussions before 
being n'Ominated as the Production Agency where high technology, 
higher investment, high skills and longer gestation periods are in· 
w1¥ed. Presently, BEL' is productionising several items of strategic 
Defeaee Radar and Communica,tion Equipments developed by LRDE. 

The GaYemment bas lCrUtinised the 22 items developed by LRDE 
and entrusted for production to other Government and Private agen· 
cies _ stated by Audit. It is noted that except for 1 item for which 
WL ECIL Hydierabad was ultimately the production agency, the at_ items were not in the field of interest to BEL. 

Tbe Department is of the view that the existing system and guide-
lines adef:luately allow BEL taking up the productiut of LRDE deve-
loped products in respect of Radar and electronic items. BEL have 
always been getting productionisation assignments for R&D deve-
loped products having relevance to the product-mix of BEL. 

MInistry of Defence, Department of Defence Production and Sup 
pTIes O.M. No. 24(1)I87ID!Bn.) dated 26.5.87. 



CHAng IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation Serial No.5 (Paragraph Nos. 2.12 to 2.13) 

The Committee arellBhappy to note the ciismal production perfor· 
mance of BEL. Audit has reported shortfalls in the p.roduction tar-
gets fixed in the Low Power and High Power Equipment Divisions and 
Radar Division at Bangalore during 1977-78 to 1982-83. In 1980-81. 
the shortfall in prodl.ldion targets was as high as 51.2 per cent in 
Lower Power Equipment Division, 42 per cent in High Power Equip-
ment Division and 47.4 per cent in Radar Divisitm. Howp.ver, in the 
subseqUent two years ie., in 1983-84: and 1984-85 actual pr'Jduction in 
the Low Power and High Power Equipment Divisions exceeded the 
fixed targets. It was only in Radar Division that the shortfall con-
tinued and it increased from 2 per cent in 1983-84 to 6 per cent in 
1984-85. The producti{)n performtnee of Ghaziabad Unit has also 
been far from satisfactory upto 1980-81, The percentage of shortfall 
varied from 7 per cent in 1900-81 to as high as 38 per cent in 1'97'r-71. 

The Committee are also informed that BEL was to produce and 
despatch two Radars in 1984. Although, the Company completed all 
the work., their despatch was held up as one IC obtaiDeci from the 
collaboraoors misbehaved. The Compauy was not able to.,et 0\IIII' 
the problem cind ultimately the entire batch of ICs was re!tw'aed ., 
the CQllaborators and a fresh batch was received from them after a 
year. In this connection, the representatives .of the BEL atsG ali-
mUted in evidence "it is laUghable matter that we coUld DOt iet over 
it. One IC which was 'Obtained from our CQUaborator absolutely mis-
behaved and there no way to get ov~ that." The CollUlUttee am 
swprised thafln spite of technological advancemeDt claimed by the 
Company it -wascompietely helpless in rectifying an IC pr-oclBled 
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from collaborators and it resulted in considerable delay in production 
and delivery of the vital equipment to the Armed Forces, etc. The 
Committee desire that the whole matter should be probed thoroughly 
wIth a view to fixing responsibility as to why the ICs were not pro-
perly tested in the Company when received from the collaborator and 
why the defect in the IC could not be got over by the Company itself 
and the consequent loss suffered by BEL on this account. The Com-
mittee also desire to be apprised of the extent of the collaborator's 
responsibility involved in this regard and what action has been taken 
by the Company ro realise damages from the collaborator on this 
account. 

Reply of the Government 

The Department had taken up the matter with t'le Company. The 
shortfalls in achievements of 51.2 per cent and 47.4 per cent in Radar 
Division (all belonging to the Bangalore Complex) in 1980-81 was 
due to the 77 day strike by the workers. The short-falls in the pro-
duction perfurmance of the Ghaziabad Unit for the period 1977-78 to 
1980-81 (as already reported) were due to (i) labour, unrest and 
power failures, (ii) unprecedented floods, continued agitation of 
labour culminating in lockout from 9th March; 1979, (iii) continued 
lockout till May, 1979 and abnormal conditions till July, 1979, power 
supply difficulties and technical problems relating to newly designed 
equipment. However, the percentage of shortfall came down stea-
dily from 38 per cent in 1977-78 to 7 per cent in 1980-81 and the pro-
duction exceeded the target during 1981-82. 

On account of large capital investments involved it is considered 
neither desirable nor practicaJ to establish facilities for total inspec-
tion of all the various types of components being purchased by the 
Company for mahufacture of equipments, at the receipt stage. It is 
an accepfea practice to accept quite a number of types of compo-
nents on the basis of the manufacturer's certifications-either explicit 
or imptcit. The integrated Circuits under consideration were ac-
cepted based on the manufactur~rer's certification. There are instances 
particularly with resf\E!ct to Integrated circuits where even change of 
a manufacturer for the same type may result in problems in the 
actual equipment which would ordinarily be revealed only during 
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testing of the unit or the complete equipment. Integrated Circuits 
being sealed components and highly complex by their very nature of 
construction, the question of rectification does not arise and is 
not attempted. As the replacements received from the Colla-
borator were free of charge, there was no loss suffered by the Com-
pany on this account, though there was a delay in completion of the 
equipment.' . 

The collaborator's I supplier's responsibility in this regard can only 
be to give replacement free of cost for the Integrated Circuits found 
defective. This has been accepted by the collaborator who arranged 
to give free replacements very quickly. The problem of mal-
functioning of the particular Integrated Circuit in this equip-
ment was referred to the collaborator on 18th February 1985 and after 
carrying out expeditious investigations they discovered that the items 
received by them from their ()WD suppliers were not fulfilling the 
requirements and correct replacements were received in BEL on 15th 
March, 1986. The two Radars were finally des}:1atched on 20th 
March, 1985. 

[Ministry of Defence, Department of Defence Production and Supplies 
OM No. 24(1)187ID(BEL) dated 26.8.87.] 

Comments of the Committee 

(Please see paragraph 10 of Chapter 1 of the Report) 

Beeommendation Serial No. 17 (Paragraph No. 2.107 

The Committee also recommended that the Government 
should conduct a detailed study of supplies made by BEL to De-
fence and other Government Departments during the last 3 years 
with a view to .finding out as to how much profits or losses the Com-
pany has mcurred on each of these contracts and also to find out 
that the Company had not made any unreasonable high profits as 
monopoly supplier of equipments. The Committee may be apprised of 
the result of the study within six months of the date of presentation 
of their report. 
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BecommeBdation SMi&1 No. 18 (Parapaph No. 2.1Ga) 

The Committee do agree that keeping in view the diffeamt 
classes of customers or the products to be sold it may not be poasibIe 
to lay down any uniform method on the basis of which the BEL 
cotdd be asked to determine the price of its produets. The Com-
mittee are, howeveI', notconvmced of the arguments advanced by 
theCotnpany and also by the Government that 'since Company is 
following in general the guidelines of the Government there is no 
need to lay ~down any detailed price policy'. The Committee feel 
that as per objectives of the Company a sound and rational pncmg 
policy has to be formulated for its products so as tu ensure that the 
customers get quality products of international standard at reason-
able price. The Committee, therefore, recommend that the Govern-
ment should consider the feasibility of determining the pricing po-
licy for its products which may take into account different selling 
conditions such as competitive selling, partial or total monopoly sel-
ling, selling only to Government Departments in the public int.erest, 
etc. 

Reply of the Government 

Pricing norms to be adopted by Public Sector enterprises are 
covered in the guidelines issued by Bureau of Public Enterprises 
vide O.M. No. BPE!46IAdv(F)168i25 dated 27th December 1968 and 
BPE No. 1(76) IAdviFinl70 dated 18th June 1970. The 'Objectives of 
these guidelines as sta~d/by Bureau of Public Enterprises were that 
public enterprises shall be economically viable units and all out 
efforts should be made to increase their efficiency and establish their 
profitability at the earliest. The guidelines cover (a) enterprises 
which produce goods and services in competition with other domes-
tic producers and (b) enterp:-ises which operate under monopolistic 
or semi·monopolistic conditions. 

Based on the recommendation of COPU in its 40th Report (5th Lok 
Sabha) price disputes between Public Sector Undertakings inter se as 
well as between Government Department and Public Sector Under-
takings should be settled within a time schedule to be prescribed in 
this behalf vide O.M. No. BPE/15/(1)/Adv(F)175 dated 3rd May 
1975, Ministries and Public Sector Undertakings have inter-alia been 
advised by Bureau of Public Enterprises to note the COPU's above 
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recommendation and take· all steps necessary to finalise pending cases 
expeditrously either by referring them to the Pricing Committee or 
through direct negotiations. The pricing policy of BEL is based on 
the above three Bureau of Public Enterprises Office Memoranda. 

[Ministry of Defence, Department of Defence Production and Supplies 
O.M. No. 24(1)IB7ID(BEL) dated 26.5.87] 

Comments of the Committee 

(Please see Paragraph 17 of Chapter I of the Report) 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAr.REPLmS 
.' OF GOVERNMENT ARE' STILL A WAITED· 

(Recommendation Serial No. 15 (Paragraph 2.84) 

During oral evidence of Department of Defence Production and 
Supplies, the Committee pointed out to them that when the Com-
mittee desired to know from the Company with regard to the 
~tandards of scientific method evo~ved by them to ascertain (l()I.1SUQ1P-
tionof gold. in . production process, they could not satisfy'. ~he 
Committee. The Defence Production Secretary then stated that "1 
entirely agree with you that we should be satisftedthat 1-e8s011l1ble 
care is being taken to see that there is no unnecessary wastage, 
pilferage etc." He also added, "I suggest for consideration of the 
Committee that I can direct them to prepare a stock position every 
month or whatever time is convenient to know whether the process 
followed is within the improved norms or not. If no norms have 
been prescribed whether they need be prescribed and they should 
be prescribed within the fixed time." The Committee recommend that 
the Government should issue immediate instructions to the Company 
to prepare and submit tll the Board/Ministry a re~onciliation 

statement of input of precious metals used for production with the 
output at periodical intervals. While issuing instructiO'Ils the 
procedure being followed in similar enterprises in India or abroad or 
by the appointment of Consultants may also be taken into account, 
if considered necessary. 

Reply of the Government 

On the advice of the Department, the Company has selected the 
Indian Institute of Science (1ISc.) to suggest a proper procedure for 
reconciling the input and the output of the precious metals used 
in the process. The lISe. is likely to commence the work shortly and 
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have indicated a time-schedule of 4 months to complete the WQl'k. 

Based on the recommendatio!!s of this expert body, Government will 
ilsue instructions laying down the procedure to be followed for the 
reconciliation of input and output of precious metals. 

[Mi11B'fioy of Defence, Department of Defence Production & 
Supplies a.M. No. 24 (1) i87!D (BEL) dated 26-8-1987] 
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The Committee considered and adopted the Action Taken Report 
on 13th Report of Committee on Public Undertakings (1986-87) on 
Bbarat Electronics Ltd.~apaci':Y Utilisation, Production & Pricing, 
~c;h. ~ :.~~~OPF~?t, as appz:oved by the Action Taken Sub-
Committee. ". " ,. 

The Committee authorised the Chairman to finalise the Report 
on the basis of factual verification by Ministry of Defence (Depart-
ment of Defence ProdtictiofL & Supplies) /Bharat ~tronics l:oimited 
and Audit and to present t~,same to Parliament in the next 
lellion. 

The Committee then adjourned. 



APPBNDIX D 

(VItM para "of Introduction) 

AnII17m 01 aetion ttlUn by Go~t!I7UIIIIIt 011 tire recommendatlOlU &DIIIIIiMd in the 13th 
Report 0/ the Commiltu 011 Publk Unliertaku"s 

(EighIJI Lak SabIuJ) 

I. Totallllllllber of l'CCOIIDlICIIdatlons made 25 

D. Recommendatlons that have heen accepted by the Government (Vide re>-
commendations at 81. Nos. 1-4, 6-10, 12-14, 16, 19,21,22,24, and 25). 18 

Penlentlp to total n% 
m. Recommendations which the Committee do not desl~~ to pursue In vfew 

of Go_t's replies (Vide recommend3tions al SI. Nos. n, 20 and 
23). 3 

Pea:eotqe to total . 12% 

IV Recommendations In respect of which replies Of Government have not heen 
accepted by the Committee (Y,* recommenOation at SI. Nos. S, 
"and~ 3 
Penlentap to total .. 12 % 

V. R«ommendatlon In respect of which final reply of Government Is Itm 
awaited (.". recom ..... nd.tion at st. No. IS) • . • . , 

• 
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