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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having beeD 
authorised by the Committee to present the Report on their behalf, 
:present the Second Report on Bharat Earth Movers Limited. 

2. This report is based on exami~tion of the worlting of Bharat 
Earth Movers Ltd., upto the year ending the 31st March, 1970. The 
subject was examined by the Committee on Public Undertakings 
1970-71. That Committee also took evidence of the representatives 
of Bharat Earth Movers Ltd., and of the Ministry of Defence (Depart-
ment of Defence Production) on the 19th and 21st August, 1970 
respectively. The Committee, however, could not finalise their 
report due to the sudden dissolution of the Fourth Lok Sabha on the 
27th December, 1970. The Committee bn Public Undertakings (1971-
'72) considered and finalised the report at their sitting held on the 
21st July, 1971 based on the evidence taken by the previous 
Committee and the further information furnished by the Ministryl 
Bharat Earth. Movers Ltd. The Committee considered the com-
ments of the Ministry of Defence and Bharat Earth Movers Limited 
on factual verification of the Report at their sitting held on the 16th 
September, 1971 and adopted the Report affect certain amendments. 

3. The Committee place on record their appreciation of the 
'Commendable work done by the Members of the Committee on 
Public Undertakings (1970-71) in taking evidence and obtaining 
information for this report which could not be finalised by them 
because of the sudden dissolution of the Fourth Lok Sabha. 

4. The Committee wish to express their thanks to the Ministry of 
Defence (Department of Defence Production) for placing before 
them the material and information they wanted in connection with 
the examination of Bharat Earth Movers Ltd. They wish to thank 
in particular, the representatives of the Ministry and the Undertaking 
who gave evidence and placed their considered views before the 
Committee. 

(vii) 



(viii) 

5. The Committee also place on record their appreciation of the 
assistance rendered to them in connection with the examination 0' 
Audit Paras relating to Bharat Earth Movers Ltd., by the Comptrol-
ler and Auditor General of India. 

NEW DELHI; 
September 16, 1971. 

Bhadra 25, 1893 (S). 
., . 

M. B. RANA, 
Chairman,.·. 

Committee on Public Undertakings 



I 

INTRODUCTORY 
A. Historical Background 

After the Second World War when the load of the Aircraft Over-
haul and manufacture was substantially reduced, Hindustan Aircraft 
Ltd. designed all metal Class III Broad Gauge Coaches on Standard' 
IRS Underframes, supplied by the Railways. A department for 
Asssembly of Railcoache&' was ~parately established in a building· 
of the Air Supply Depot where a railway track was already 
available. The manufacture shops of Aircraft Division of HAL 
were feeding the parts for assembly to the Railway coach 
Department. 

1.2. In 1956, the Railway Board desired that HAL should take up 
manufacture of integral coaches. After examining various proposal!1 
in consultation with the Railway Board and the Ministry of Defence, 
HAL entered into a Collaboration Agreement with Mis. MAN of 
West Germany for manufacture of Integral Coaches in 1956 and the 
Railcoach Division in its present form was established in between 
1956-61. 

1.3. During the emergency (foreign aggression), the Railcoach 
Division undertook manufacture of cer~in items of equipments for 
defence services as well as deputed men for assisting repair and 
overhaul work at HAL outstations. 

1.4. In 1962 the Ministry of Defence, Government of India, 
entered into a Collaboration Agreement with Mis. Le-Tourneau 
Westinghouse Co., (now WABCO) of USA for manufacture of 
Earth Moving Equipment. The agreement was assigned by Govern-
ment to HAL for initial exercises of the project. The main conside-
ration leading to this decision was the fact that the Railcoach 
Division had the knowledge of many techniques involved and also 
certain facilities to undertake initial exercises which would help in 
speedy execution of the Project. The implementation of this 
Agreement was therefore, initially entru&ted to the Railcoacb 
Factory of HAL (Bangalore Division). 

1.5. At the instance of the Government, H.A.L. submitted a Project 
Report to the Government in October 1963. At the Expenditure 
Finance Committee meozting held on the 13th February, 1964, it was 
proposed that Project Estimates as prepared by the H.A.L. should' 
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..be scrutinised further with assistance of the Department of 
'Technical Development. It was suggested that a Technical Com-
mittee should go into the various aspects of the Project. 

1.6. The Technical Committee generally agreed with the approach. 
-of H.A.L. in planning their Project Report of October, 1963. The 
,product-mix were, however, revised suggesting the following targets 
for production: ' 

(i) 'C' Scrapers 150 per annum. 
(ii) Articulated Rear Dumps 125 per annum. 

(iii) Ha\.tlpak Rear Dumps 150 per annum. 

1.7. Planning, development, design manufacture of jigs and 
fixtures and initial exercises of manufacture of sub-assemblies and 
assembly of Earth Moving Equipment was commenced in the Rail-
coach Division when it was a part of Mis. Hindustan Aircraft Limit-
ed. A separate Division called "BEML" Division was organised 
within the HAL to handle the work connected with this Project. 

1.8. At the instance of the Government, HAL !>ubmitted a Project 
Report to the Government in October, 1963 and Government's 
approval of the Project was communicated on 21st April, 1964. 
Bharat Earth Movers Ltd. was set up as a Public Sector Government 
Company on 11th May, 1964. It started functioning with effect 
from 1st January, 1965, wheq the Heavy Earth Moving Equipment 
Project along with Railcoach Division was transferred to it. 

1.9. The execution of the Project involved considerable foreign 
exchange outlay, for which it was proposed to approach the Export-
Import Bank for a loan. Gowrnment considered it necessary that 
the economic feasibility of the Project should begone into in detail. 
For this purpos'e Government appointed Mis. A. T. Kearney & Co., 
INC., a firm of consultants from USA at a fee of $80,787 (Rs. 4,01,370) 
in October, 1964 to submit 'a detailed project report. Subsequently, 
the scope of the study was extended to cover the manufacture of 
Crawler Tractors in collaboration with MIs. Komatsu Manufacturing 
Co. of Japan. The consultants submitted their report in May, ]965. 
MIs. A. T. Kearney & Co. recommended an integrated Project 
covering the manufacture of Crawler Tractors also. It was also 
considered neces'Sary by the Government to relieve the Director 
General, Ordnance Factories of the work connected with the col-
laboration agreement with Mis. Komatsu Ltd. in order to concen-
trate on other priority items of work. On 16th July, 1965 Govern-
ment approved the integrated project at a capital cost of Rs. 19.56 
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·a-ores including a foreign exchange comporient of Rs. 7.65 erores. 

The foreign exchange requirement of the Heavy Earth Movers 

Division was ~roposed to be met mainly by the EXIM Bank loan 

and that of Craw~er Tractor manufacture mainly from Yen credit. 

The Crawler Tractor Manufacturing programme which was being 

carried out by the D.G.O.!"'., under an agreement signed on 9th 

September, 1958 between the President of India and MIs. Komatsu 

Mfg. Co. Ltd., Japan was therefore entrusted to BEML in December 
1965. ' 

1.10. The foreign exchange required for the execution of Heavy 

Earth MOving Project could not, however, be procured from the 

EXIM Bank owing to the embargo imposed by the USA in September, 

1965 on further economic aid commitments to India in the wake 
oi Indo-Pak confiict. 

1.11. In June, 1967 Government directed the Company to reduce 
the foreign exchange requirement for the Heavy Earth Moving 

Project "by adopting the indigenous machinery to the maximum 

extent possible." Accordingly, the Company submitted its revised 

estimates for the integrated project to Government in December, 
1967. 

1.12. On 23rd July, 1968 Government sanctioned an amount of 

Rs. 17.439 crores including a foreign exchange component of Rs. 5.504 

crores for capital expenditure on plant and machinery of integrated 

project. On 23rd August, i968 a further sum of Rs. 5.339 crores was 

sanctioned by Government for buildings and civil works. 

1.13. The Com?any is engaged in the production cf broadgauge 
Railcoaches for the Indian Railways in the Railcoach Factory at 

Bangalore and Crawler Tractors and Heavy Earth Moving Equip-

ment, i.e. Scrapers, Dumpers and Motorgraders, etc. in their Earth 

Mover Factory at Kolar Gold Fields. 

The items of wheeled heavy earthmoving equipment such as 

Scrapers, Dumpers, Motor Graders, etc. are being produced under 
the Technical Collaboration with Messrs. Westinghouse Air Brake 

Company, USA and Messrs. Building Construction Machinery and 

Metal Structure Industry-Radoje Dakic--of Yugoslavia. The 

Crawler Tractors are being manufactured under a Technical Colla-

boration with Mis. Komatsu Manufacturing Company of Japan. 

The Company has concluded a fresh 3 years Collaboration Agree-

ment with them. 

1.14. The authorised Share Capital of BEML is Rs. 15 crores. The 

paid up capital of BEML as on 31st March, 1969 was' Rs. 8.99 crores. 
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In 1969-70, it was raised to Rs. 11.89 crores. In addition, Government 
loans totalling Rs. 4.75 crores were also outstanding as on 31st March,.. 
1969. 

1.15. BEML's Factory for the manufacture of Crawler Tractors. 
and Heavy Earth Moving Equipment at Kolar Gold Field is under 
construction and the factory works relating to Crawler Tractor 
manufacture and common. facilities have been substantially com-
pleted. Machinery is being received and progre~sively installed. The 
manufacturing programme of the company as approved in 1968, had 
envisaged the production of 500 Nos. of Crawler Tractors of two 
sizes and 300 units of ~eavy Earth Moving Equipment per annum, in 
the first phase by 1973-74. The Company has also since decided to-
take up the manufacture of a third size of Crawler Tractors required 
mainly for agricultural purposes, in Collaboration with Mrs. Komatsu' 
of Japan, and also wheeled Tractors, under Technical Collaboration 
with Yugoslav firm. 

B. Objects and Functions 

1.16. The objects and functions of BEML are:-

(a) To manufacture Broad Gauge Third Class integral Rail-
coacft according to the present commitment with the Rail-
ways. 

(b) To manufacture and market in India and for export in 
due course. Heavy Earth Moving Equipment and Crawler 
Tractors of various types under the collaboration agree-
ment assigned to Or entered into by the Company with 
progressive increase in indigenous content; and also to" 
take steps to develop suitable products of BEML's design. 

(c) To render after sale service to the equipment sold with 
adequate spares backing and help in the maintenance of 
the existing fleet of Earthmoving Equipment in the coun--
try. 
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PROJECT REPORT 

In August, 1963 the Ministry of Defence asked the Hindustan 
Aeronautics Limited to prepare a Project Report and to take steps 
for the formation of a Public Limited Company (separate from 
H.A.L.) for the implementation of the Project for manufacture of 
the heavy earth moving equipment. The Project Report was pre-
pared by H.A.L. and submitted in October, 1963. The Project Re-
port proposed the manufacture of the following:-

1. Model 'C' Scraper . 

.2. Model 'C' Rear Dumper 

.3. Model 'CT' Towed Scraper 

-4. Motorised Crane 

14/18 cu. Yd. powered 325 Nos. per annum 
by 2)0 HP Engine 

14/18 cu. yd. powered 100 Nos. per annum 
by 290 HP engine 

14/18 cu. yd. 

200HP 

SO Nos. per annum 

25 Nos. per annum 

-So Haul-paclt Model"LW 35" (Off Powered by 380 HP So Nos. per annum 
highway truck of 35 ton capacity) engine 

2.2. The project was divided into 3 stages. The first stage con-
-sisted of a six-years phased manufacturing programme ending with 
1968-69, for reaching the target capacity indicated above. Further 
expansion was envisaged in the subsequent two stages. Foreign 
Exchange content of the capital outlay for the first stage was esti-
mated as Rs. 3.35 crores. The Additional Foreign Exchange require-
ment for the second stage was estimated as Rs. 1.5 crores. 

The three stages planned were briefly as under:-

Stage 

1St stage 
2nd stage 
3rd stage 

Total 
outlay 

Production Import Completion 

exc. 
housing 

and develop-
lopment 

expenditure 

5 

Value contont date 
of products 

(Rs. in crores) 

Rs. 
9'05 
II '94 
16-02 

----
Rs. 

2 -39 1,68-69 
2'4 1970-71 

2 83 1972-73 



6 

2.3. It was intended to commence assem,bly of the above equip-
ment by importing them in different stages of 'Knocked Down' con-
dition and completing them by making USe of the facilities available 
at the 'Rail Coach Division' of It.A.L. 

2.4 . .In February, 1964, the Sesretary (Coordination) Ministry of 
Finance as. Chairman of the Expenditure Finance Committee decided 
that a technical committee should go into the various aspects of the 
Project. 

He further observed as follows:-

"Summing up .... a stringent technical examination of the 
project was called for as also its merits re-assessed on the 

\ 
basis of economic viability and other factors .... parti-
cularly as it had emerged that the foreign collaborators 
had not under-written the Project Report .... It was also 
to be borne in mind that the collaboration had been en-
tered into by Government and that the Project must go 
through. Efforts should be made to improve the eco-
nomics of the Project by suitable re-adjustment of the 
product-mix 'or other suitable measures .... if on eco-
nomic considerations there was an overwhelming case for 
shifting the factory elsewhere, that should be brought 
out." 

2.5. The Expenditure Finance Committee, therefore, appointed a 
Sub-Committee consisting of the Joint Secretary, Department of 
Heavy Engineering, Officer on Special Duty, BEML, Project, HAL 
and Senior Industrial Adviser, DGTD for examining the technical 
details. This Sub-Committee submitted its report in March, 1964 
generally agreeing with the approach adopted by HAL for framing 
the Project Estimates. The revised product-mix suggested by the 
Sub-Committee for imprnving the economic viability was:-

(i) Motorised Scrapers 

(ii) Articulated Reardumps . 

(iii) Haul-pack 

I SO per annum. 

US per annum. 

ISO per annum. 

The Capital outlay was asseSsed at Rs. 10.50 crores (excluding 
Township). These recommendations were approved by the Ex-
penditure Finance Committee on the 28th March, 1964. The formal 
approval of the Project was also conveyed by Government in April~ 
1964. 
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2.6. The Committee desired to know the reason for combining 
the manufacture of heavy earth moving equipment, rail-coaches 
and Crawler tractors under one undertaking. In a written note to 
the Committee the Government have stated that:-

"The manufacture of rail coaches had been taken up by the 
Bangalore Division of HAL by way of diversification of 
production and in order to achieve optimum utilisation of· 
capacity. The earthmoving equipment project was later 
on entrusted to HAL in view of the availability of facilit-
ies for undertaking the initial exercises for this project 
in the Railcoach Division. In view of Tata Committee'S 
recommendations, Government later decided to separate-
the Railcoach Factory from the main Aircraft Factory or' 
HAL Bangalore Division. Accordingly, the Earth Mov-
ing Equipment Project along with Railcoach Division 
were transferred to BEML with effect from 1st January. 
1965. Subsequently, based on report of the US Con-
sultants Mis. A. T. Kearney Inc.), it was decided by Gov-
ernment to entrust Crawler Tractor manufacture also to 
BEML, mainly with a view to enable tbe Ordinance Fac-
tories, where Crawler Tractor production was till then 
being carried on, to concentrate on other priority items.;' 

2.7. The Committee desired to know the reason for handing over 
the manufacture of railway coaches to the administrative control of 
the Defence Ministry instead of Ministry of Railways 1 fulilway 
Board. In a written note, the Government stated that:-

"Manufacture of rail coaches is not entirely done by produe-· 
tion units under the Administrative Control of the Rail-
ways and some units even in the Private Sector are pr~ 
ducing coaching stock. Besides, the· production of rail 
coaches had been taken up by HAL Bangalore Division b, 
way of diversification. As the Rail Coach Factory of 
HAL had facilities for carrying out the initial Equipment 
Project, this was on separation frop1 HAL, transferred to· 
BEML along with Earth Moving Equipment Project." 

2.8. Bbarat Earth Movers Ltd., was set up as a Publi~ Sector Gov:" 
ernment Company on the 11th May, 1964. It started functioning 
with effect from 1st January, 1965 when the Heavy Earth moving 
equipment project along with the Railcoach Division was transfer-
red to it. 
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:Forge and Foundry 

2.9. The other aspect of the project report which was examined 
by the Technical Committee was in regard to the requirements of 
castings which necessitated the setting up of a foundry forge com-
plex. The Expenditure Finance Committee had felt that the pro-
ject seemed; incomplete without a forge and foundry. 

In this connection, the Technical Committee observed as 
follows:-

"The forgings in an Articulated Rear-dump or a Motorised 
Scraper do not weigh more than a ton in each case. The 
castings (grey iron, non-ferrous and steel) required for 
each of these models are even less. It is roughly assess-
ed that for the targetted capacity of aU products the 
annual requirements of forgings and castings woulc;l not 
exceed 350 tons and 200 tons respectively and hence 
there is no justification for establishing facilities for the 
production of these in the proposed factory. The items 
are not complicated or particularly heavy and can be 
obtained from indigenous sources, although there is a 
chronic shortage of capacity for quality products in these 
'categories. Tn other cases, we have suggested for con-
sideration, setting up of a foundry forge complex to cater 
to the needs of the Heavy Vehicles Project at Avadi, the 
Vehicles Project at Jabalpur and the proposed Project for 
earth moving machinery." 

2.10. Having regard to the weight of castings and forgings in-
volved in the proposed production, the Technical Committee saw no 
justification for adding a captive forge and foundry. It therefore, 
felt that 'the idea of a Central Forge Foundry to cater to the needs of 
this Project as well as the proposed Heavy Vehicles Project at Avadi 
and the Vehicles Project at Jabalpur was worth examining. 

In reply to a question whether the Government had taken any 
action I decision on the recommendations of the Technical Commit-
tee for setting up of Ii Central Forge Foundry to cater to the needs 
of BEML Project as well as the Heavy Vehicles Project at Avadi 
and VehIcles Project at JabaJpur, the Department of Defence Pro-
duction stated in a wr'itten note that:-

"In so far as BEML is concerned, the requirements for forg-
ings and castings were examined in May, 1965 by Mis. 
A. T. Kearney International Corporation, USA who then 
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iound adequate prov:i$ion had been made for the manu-
facture of forgings and castings' from Grey Iron Foundry 
.be:ng set up at Jabalpur and. the Medium Forge being 
'Set up at Wardha. In view of this availlibUity of castings 
and forgings capacity in India, the m,anufacturing facilit-
ies for the BEML Factory have not inbluded castings or 
forgings producing Departments ....... ;t'. ,-

In a subsequent note the Department of Defence Production 
-tee\. that: -

'"A Grey Iron Foundry Project at Jabalpur has been sanction-
ed and is at present under execution. This project is 
intended to cater to the needs of grey iron castings and 
and malleable iron castings in respect of prodUction needs 
of the Jabalpur Vehicles Factory, Bharat Earth Movers 
Ltd., as well as the Heavy Vehicles Factory, Avadi. The 
Ul1it is expected to go into production in the mid-1970s. 

As regards forgings, the Heavy Vehicles Factory at Avadi has 
forge shop facilities which could to some extent meet the 
needs of BEML also in respect of forgings. In view of 
the capacity available in the country, the reqUirements 
of BEML and Vehicles Factory, at Jabalpur for forgings, 
to the extent these cannot be catered for by the Heavy 
Vehicles Factory, Avadi, could be met from other indi-
genous sources. In so far as BEML is concerned this is 
in fact being done." \ 

2.11. The Committee inquired whether there was any similarity 
between BEML and Avadi Tank Factory. The Managing Director 
of BEML admitted that though the Avadi Tank Factory manufac-
tured Tanks and BEML manufactured Tractors, the technology in-
volved was the same. Avadi Tank Factory concentrated on Tanks 
and the BEM!.. concentrated on Heavy Earth Moving Equipment. 

2.12. He furthel\ stated that the Tata Committee had also recom-
mended that earth movers should really not be the legitimate part 
of the activities of HAL. The Tata Committee's recommendation is 
as follows:-

"In fact, the type of Plant and machinery used in the manu-
factue of heavy earth moving equipment has much greater 

- similarity with the plant and machinery to be installed at 
the Avadi Tank Factory which will have the foundry and 

20U (Aii) L.S.-2. 
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heavy forge fac1l1ties required to produce parts for the 
Le-Tourneau machines. We therefore recommend that 
the possibility of transferring this project to Avadi be in-
vestigated. " 

2.13. Asked whether help was also sought from the Mining and 
Allied Machinery Corporation Ltd., the Managing Director of BEML 
stated:-

"We have an understanding with them. We will take from 
them certain items. Myself and the General M;nager 
went there last time to see what use we can make of their 
capacity. The main things we can use are castings and 
forgings, and we have placed a sizeable order for them. 
We are also making use of such facilities available with 
HAL, HVF and Praga Tools particularly regarding forg-
ings and castings." 

2.14. Asked whether it would not e advantageous if the Avadi 
Tank Factory and BEML were amalgamated as both these projects 
were under the Ministry of Defence, the Managing Director stated:-

"Though we are under the same Ministry, but these are two 
separate establishments. I think we should diversify at 
each place instead of being amalgamated. Each one has 
got its own functions and, I think, each one should exist 
on its own fotting." 

2.15. The Committee note that B:&ML is making use of C8stinp 
and forgings facilities available in the other Public Sector Undertak-
ings. They are not sure whether the existing arrangement is working 
satisfactorily for an important Defence enterprise like the BEML. 
The Committee would like Government to review the position fl'OlD 

, time to time <at least once a year) to make sure that the requirements 
for castings and forgings of BEML are being met fully and in time. 
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CONSULTANCY AND COLLABORATIONS 

~ Collaboration Agreements 

The Company has entered into' the following Collaboration 
Agreements: -

(i) With MIs. Le-Toureau Wastinghouse Co., (now Mis. 
Westinghouse Air Brake Company) of U.S.A. for the 
manufacture of Wheeled Equipment. 

(ii) With Mis. Gomatsu Manufacturing Co. Ltd., of Japan_ for 
manufacture of three models of Crawler Tractors. 

(iii) With MIs. Radoje Dakic a firm of Yugoslavia, for the 
manufacture of Tigar, 120-SK Wheeled tractors and 
attachments. 

(i) Collaboration agreement with Mis. Le-Tourneau Westinghouse 
Co., (now Mis. WABCO U.S.A.) 

3.2. The need for heavy earth moving machinery was felt in 
the country early in 1962. The Government asked HAL to pre-
pare a preliminary project report. The Report was prepared by 
them in 1962. On the basis of. this report an agreement with Mis. 
W ABCO was entered into by the Government of India on 27th 
October, 1962 for the manufacture of Wheeled Equipment and is 
current upto 8th November, 1972. The Licence' Agreement with 
Mis. WABCO was assigned by the Government to Mis .. HAL in De-
cember, 1962 for execution. In February, 1963 a team of HAL 
Officers visited the works of Mis. Le-Tourneau Westinghouse for 
discussion regarding the various aspects of manufacture of Wheeled 
Equipment. In October; 1963 a Project Report was submitted by 
HAL visualising an investment of Rs. 6.90 crores and product-mix 
of 50 Towed Scrapers, 125 Motorised Scrapers, 100 Articulated Rear-
dumps, 50 Haulpak Dumpers and 25 Cranl4 This report was 
considered by the Expenditure Finance Committee of the Gov-
ernment, which appointed a Sub-Committee consisting of the Joint 
Secretary, Department af Heavy Engineering, Oftlcer on Special Duty, 
BEML Project, HAL and Senior Industrial Advisor, DGTD for ex-
amining the technical details. This Sub-Committee submitted its 

II 
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report generally agreeing with the approach adopted by HAL for 
framing the Project Estimates. The revised Product-mix suggested 
by the Sub-Committee for improving the economic viability was 150 
Motorised Scrapers, 125 Articulated Reardumps and 150 Rear Dumps. 
The capital outlay was assessed at Rs. 10.50 crores (excluding Town-
ship) . These recommendations were approved by the ixpenditure 
Finance Committee on the 28th March, 1964. The formal.appl'Oval of 
the Project was also conveyed by the Government in April 1964 
indicating, however, that their specific sanction was required for 
foreign exchange commitm~nts. 

3.3 The main features of the agreement were technical assist-
ancelfurnishing of 1m-ow how in the form. of documentation, techni-
cians and training of BEML personnel, supply of components and 
spare parts at concessional rates, supply of information regarding 
innovations and developments. In return, BEML was to pay Tech-
nical Assistance Fee, Royalty and Research and Development Fee 
during the currency of the agreement. . , 

3.4 Asked what were the consideration for selecting Mis W ABCO, .. 
the Secretary, Ministry of Defence (Department of Defence Produc-
tion) stated that the need was felt for heavy earth-moving machinery 
in 1962 in the country. It was a decision of the Government that a 
preliminary project report might be prepared by the Hindustan Aero-
nautics Ltd. (Rail Coach Division) on the setting up of the capacity 
for manufacture of heavy earth movers. HAL prepared the report in 
1962. It was the view of the Government according to' Defence Pro-
duction Secretary that the site should be at Bangalore, where HAL 
was located, that the source of foreign exchange was to be USAID 
Non-project loan and that Rail Coach Division of HAL would run the 
organisation. It was stated that as USAID loan was the source for 
setting up the project, it was required that an American company 
should take up the project. Among the American Companies, the 
experts considered Mis Le-Tourneau Westinghouse the best and on 
this consideration, negotiations were held and the collaboration ag-
reement was signed with them in October, 1962. After the agreement 
was entered into some of the officers of the Hindustan Aeronautics 
Limited went to' the works of the collaborators. A Detailed Project 
Report was prepared by the HAL, some time in October, 1963. 

3.5 It was laso stated by the Secretary during evidence: I' ••• The 
first preliminary report was prepared by HAL on the basis of which 
foreign collaboration was entered into; the second detailed report was 
prepared by HAL in October, 1963 on the basis of which further pro-
cessing in the Ministry started. Then later it was decided that a 
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detailed .appraisal had to be made in order to move an application 
for loan from EXIM bank and it was our view that a second look 
would be necessary in order W' see the profitability of the Project 
then it was decided that a forei~ cnsultant may be appointed ..... " 

3.6 Asked if the Detailed Project Report was prepared before 
entering into collaboration agreement, it was stated in a written 
note: "A preliminary Project Report was prepared by Hindustan 
Aeronautics Ltd. in July, 1962." 

3.7. The Committee are unable to appreciate the wisdom of enter-
ing into a Collaboration Agreement with a foreign firm without a 
Detailed Project Report. It is noted that in this case a team of HAL's 
Officers to whom the Agreement was assigned for execution, visited 
the works of the collaborators in February, 1963. The required 
Detailed Project Report was available in October, 1963 i.e. almost a 
year after the agreement was entered into in October, 1962. Later, 
when it was decided that a detailed appraisal had to be made in order 
to move an application for loan from EXIM bank, a second look on the 
profitability of the project was taken with the consequence that the 
agreement ceased to be in eRective operation. 

'f1he Committee are left with the impression that before entering 
into the Collaboration .Agreement Government assessed neither in 
depth the requirements of Defence, Border Roads and other organisa-
tions nor the profitability of the undertaking. The Government's 
whole approach appears to have been empirical instead of being based 
on a well prepared perspective plan for developing indigenous' capa-
city for manufacture of earth moving equipment in the public sector. 
The Committee would like Government to take effective remedial 
measures to obviate recurrence of such costly lapses. 

3.8. Under the term of the agreement the following payments 
were to be made to the Collaborators:-

(i) Payment of U. S. $7,50,000 in 8 instalments towards tech-
nical assistance fee; 

[The payment of technical assistance fee was not re-
lated to actual production nor was there any co-relation-
ship between the payment and the end products and the 
payments were made at intervals as specified in the agree-
ment.] 

(ii) a Royalty of two per cent during the currency of this agree-
ment; I 
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(iii) A Research and Development fee of two per cent during 
the currency of this agreement; 

NOTE:-The Royalty and Research and Development fees are 
to be calculated on the price of tbe complete equipment 
less standard labour rates of Collaborators for assembly 
charged and the value of the parts imported/purchased 
under the agreement. 

If the total of the Royalty and Research and- Development 
fee payable, on the basis of (ii) and. (iii) above during the 
first five years falls short of $5,00,000 the difference will 
be paid by the Licensee on the expiry of the period of five 
years. 

(iv) remuneration to the foreign technicians posted in India to 
train the Indian personnel during the first five years. 

In respect of the minimum Royalty and ttesearch and Develop-
ment fee of U. S. $500,000 payable in October, 196'1 under the agree-
ment, Government in cinsultation with the Collaborators decided that 
a sum of $50,000 be paid before 31st I March 1968 and the balance be 
paid in the fonowing manner:-

Instalment No . Date of payment. Amount ... 
$3 

III 3I~Io-I968 so,ooo 
III 31-19-1969 1,00,000 

IV 31-10-197° 1,00,000 

V 31-10-1971 1,00,000 

VI , 31-10-1972 I,OO,~ 

4,SO,OOO 
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3.9 The total payments made upto Slit March, 1970 to collabora-
tors UDd~ the various heads is as follows:-

(1) Technical Assistance fees: 

Value. 
Inatalment No. Date of payment 

Dollars Rupees. 

I 9-U-62 1,00,000 3.83,975 

II 21-8-63 50,000 2,39,125 

III 20-12-63 1,00,000 4,78,75° 

IV 6-1-6S 1,00,000 4,79,7S0 

V 23-12-65 1.00,000 4.78,000 

VI 28-11-66 1,00,000 7,S7,S76 

VII lZ-lZ-67 _ 1,00,000 7,'3,013 

VIII a6-Il-68 1,00.000 7.60.4S6 

7,S°.ooo +4.3o,64s 

--------------------------------
(0) l~oyalty Research and Development fees: 

----------------
Date 

a11-3-1968 

18-10-1968 

2.8-10-1969 

Total Income-tax Net pay-
amount on So% of ment after 
due before the amount deduction 
dedu~ repreeen- of 
of income ting royalty income-

tu on RoYalty tax 
portion 

R,. Rs. RI. 

3.78.os6 1,.pr996 .",,060 
3,79>48S 1,.p,996 2,36>489 
7,57,915 2.74,244 4.83,671 

IS,IS>4S6 S,60,236 5/.ss,aao 

(iii) Royalty. Reeearch and Development Fee. Payable Liability tee up for pay 
after five yean period: ment to be aMIde 

RI. 3,,2.072 
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(hi) Pl!yment on ~cco1Ult of Tecbniciana : 
RI. 4,43,631 represents payment to WABCO Technicians monthly, baggage 
ges travel etc. during the period 1963-64 to 1969-70. Payments made-
during each year is given below:-

-------.---_._-- ~-. 
Year ./ 

J963-~.4 .• 

J964-.6.5 '. 

1965-66 . 

1966-67 ~ 

1967-68 . 

1968-69 • 

1969-70 . 

Amount (Rs. 

55,000 

95>475 

60,000 

45,000 

48,935 

79,22J 

60,000 

3.10. During evidence attention of the Secretary was drawn to 
the following observation dated 9th May, 1967 of the Ministry of De-
fence:-' I . I 

"The collaboration agreement was signed in October, 1962 and 
is for a period of 10 ye,ars. We have not been able to get 
any real benefit from this agreement while we have paid 
$5,50,000 which represents 6 out of the 8 instalments of 
Technical Assistance Fee. 

Further, on 27th October, 1967 on the expiry of the first 5 years 
of the Agreement, we would be liable to pay a minimum 
royalty of $5,00,000 out of which accruable royalty etc;, OD 
equipment assembled and sold by BEML would be about 
$50,OlO. ~his means that the payment of $4,50,000 of roy-
aMy would become infructuous." 

3.11. The Secretary, Department of Defence Production stated 
during evidence:-

"As the thiJ}g& have turned tit 00' be, it will not be co.n:ect. to 
say that it will turn out to be infructuous." 

He further adde.d: 

"On the basis of the collaboration agreement, the documen-
tation was obtained and the components were received OD 
concessional rates, and the concession was pretty good. 
Then, the foreign technicians also came and helped us iD 
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getting the know-how, f!xpertise, setting up of our toolsp 

jigs and fixture and so o.n and so forth. We started ass-
embly of these equipments, and on the basis thereof, we 
were able to save foreign exchange. These were the limit-
ed things. But the fact does remain that within the first 
five years period, for which a minimum payment of $500.000 
was stipulated in the collaboration agreement, nothing 
very much could be done; only to' the tune of 50,000 dol-
lars as Royalty there was a corresponding volume of pro-
duction. But I would like to add that when we negotiated' 
originally this collalxtration agreement, the terms that this 
company had asked for were 15100,000 dollars as technical 
assistance fee, 5 per cent as royalty, and 85,000 dollars per 
year for research and development. These were the original 
terms that were stipulated by thUi company. And very 
hard negotiations had to be d<1n.e with this company, and 
in their mind there was expectation of certain minimum 
amount. And the division of that minimum was left to us. 
Ultimately, and we thought it was a good bargain, the 
technical assistance fee was reduced to half. Instead at 
1500 thousand dollars, it was brought down to 750 thousand 
dollars. And the royaltv element was reduced from 5 per 
cent to 2 per cent. And this 2. per cent of royalty was also 
subject to Indian Income-tax. And then, instead of 85 
thousand dollars per year of research and development 
fee, we put it down at 2 per cent of the production, and 
they naturally started being jittery about it. And then they 
.said: "All right, we stipulated that within the first· five 
years period. A minimum of 51)0,000 dollars, as royalty 
and research and development fee will be payable to us.'" 
Ultimately, we agreed to this. The Research & Development 
fee is 2 per cent. This was in lieu of 85JOOO ddllars per 
. year, that was contemplated earlier, along with 5 per cent 
royalty." 

3.12. In justification of the Agreement it was also stated in a 
written reply: 

"In ·the field of heavy earthmoving equipment manufacture' 
with a long gestation period while it might appear that no 
real benefits have accrued because manufactUring facilities 
were ~t established by 1967,: judged by the totality of 
events and by the long l'ange poinbl of view, it would not 
be ~nreasonable to conclude that ~6ts have in fact a~
crued." 



3.13. Ask~ i.f the Board of Directors has recommended extension 
()f this contract for a further peIiod of five years, the Secretary, Mi-
nistry of Defence (Department of Defence Production) stated: 

"There is a proposal that the term of this agreement which 
will expire in October, 1972 should be extended, and the 
arguments that the company has given are that no further 
technical assistance fee will be payable; the advantages of 
further research and development wark at the headquar-
ters of the company will be available to us; the minimum. 
guaranteed payment already stands payable, and what 
will be paid in addition would be only on the basis of 
whatever we actually produce. And as I said the Company 
has intentions of starting the manufacture of a few mare 
items out of the total list included in the collaboration ag-
reement." He also stated that whatever items have been 
taken up by BEML already during the period of the cur- ' 
rent agreement, .they will have acquired complete mastery 
of the process of manufacture of those items. 

3.14. In a written reply it was stated that because of the Agree-
ment, there were savings (as on 30th June, 1970) in foreign exchange 
to the extent ,of Rs. 217.826 lakhs besides the concessional prices of 
spares which resulted in a saving of Rs. 70.89 lakhs. 

3.15. 'l'he Committee would like to point out that the Agreement 
with the foreign ceUaborators sutlers from several serious drawbacks. 
The main drawback is that the technical assistance fee of over Rs. 44 
lakhs and Royalty, ResearCh and Development Fee of Rs. 15 lakhs 
have been paid in accordance with a time schedule which. bears no 
relationship to the actual progress made in developing manufa~turing 
capacity for earth moving machinery and equipment by BEML. The 
Committe~ would further like to point out that ac~ording to Govern-
ment's own admission there was a liabiHty to pay a minimum royalty 
of $ 5,00,000 (Bs. 37,50,000) as on 27th Oetober, 1867 whereas if it was 
related to equipment assembled and sold by BEML, it wold amount 
to 150,000 (Rs. 3,75,000) only. . This clearly points to the fact that 
royalty to the wne of $ 4,58,000 (BS. 33,75,000) has been paid without 
any eommen81ll'ate beneftt. 

'l'he Committee would like the Government to fix the responsibility 
for the neellaenee on the part of penon. responst1tle for Inclusion of 
sueh a i:la1lle in the qreement whieh 'has reaalted in a huge loss to 
the Exchequer. 
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The Committee would like Government to take serious notice of 
the!!e shortccuninp ill the Agreement and issue necessary standin, 
iDsuuctions in consultation with the Ministry of Finance and Comp-
troller and Auditor General, to obviate chances of incorporation of 
such clauses which 8I'e detrimental to our interests in Agreements 
with foreign collaborators. 

3.16. While the Committee note that the Company will be able to 
acquire expertise in the manufacture of several items e.g., Motorised 
'C' Scrapers, LW-35 Off-the Highway Rear Dump Trucks and Motor 
Graders already taken up within the period of the current a,reement 
i.e. by 8th November, 1972, they hope that earnest eftorts would be 
made to acquire the know-how regarding the manufacture of the 
remaining items within the remaining period of the agreement so that 
the extension of the period of collaboration agreement with Mis 
WABCO beyond 1972 may not be necessary. 

(ii) Collaboration agreement with Mis KO"¥'tsu 

3.17. The Agreement with Mis. Komatsu Manufacturing Company 
Ltd., for manufacture of three models of Crawler Tractors was O'l'igi-
nally entered into by the Government of India on 9th September, 
1958 and was current for a period of 10 years. This Agreement was 
being operated upon by the DGOF. On the recommendation of the 
US Consultants (Mis A. T. Kearney) and with a view to relieving 
the DGOF of the load of manufacture of tractors and to enable him 
to concentrate on oth~ priority items, this Agreement was assigned 
to BEML on 8th December, 1965. As the full indigenous production 
of these tractors could not be established within this period, the 
Agreement was entered into by BEMI.. with Mis Komatsu Mfg. Co., 
Ltd., in 1969 for a period of three years from 19th Fel>ruary, 1969. 

3.18. As per written information furnished by the Ministry of De-
fence the Collaboration Agreement concluded br BEML with Mis 
Komatsu in February, 1969 was necessitated ,because of the earlier 
Collaboration Agreement with this firm concluded by Government in 
1958. At that time, four different foreign firms i.e, (i) M Is. Allis-
Chalmers, (il) Mis Marshalls of UK (Fowler Challengers), (iii) Mis 
International Harvester, UK and USA, and (tv) Mis Komatsu were 
considered. Initially, an agreement with MIs International Harvester was concluded in JUne; 1958. This was, however, later repudiated 
bY the fOl"eign ftrm. The terms offered by MIs Komatsu were quite 
favoural>le both from the point of view of prices, royalty, and other 
manufacturing terms. It was also known that the Komatsu tractors 
were based <m Caterpillar design and this was considered to be of 
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advantage since the Army had a large runber of Caterpillar tractors 
which needed reconditioning and for which import of spare parts at 
lower prices was possible becase of the collaboration agreement with 
MIs Komatsu. This firm had also successfully obtained orders for 
tractorS from other countries in competition with some of the best 
makes. Having regard to these facts, Government decided to con-
clude a Technical Collaboration Agreement with Mis. Komatsu. 

3.19. The main points' of differences between the old and new Agree-
ments with MIs Komatsu were stated to be:-

.. (i) Parties to the Agreement: The new Agreement is bet-
ween BEML and MIs Komatsu whereas the old Agreement 
was between the Government of India and MIs Komatsu. 

(ii) Period of the Agreements: The new agreemen~ is for a 
period of 3 years from the date of approval of the Agree-
ment by the Government of India and Japan. The new 
Agreement ~as entered into mainly with the purpose of 
achieving maximum indigenisation of the production of 
Crawler Tractors, which could not be completed during 
the currency of the previoUs Agreement, within the shor-
test possible period. The old agreement was for a period of 
11() years. 

(iii) Licensed Models: The old Agreement contained a clause 
providing for regular and prompt supply of information 
relating to' all engineering changes with regard to the ma-
terial, process techniques and improvements and additions 
to the equipment covered in the Agreement, whereas the 
scope of the new Agreement is restricted to the current 
models. The new Agreement contains a guarantee by the 
UCENSOR that the Technical Information furnished by 
them shall be same as supplied to its own factories and 
would be adequate for th~ LICENSEE for the manufacture 
of products equivalent in standard Ufe, performance and 
quality to those made by the LICENSOR. 

(iv) Manufacture and selling rights: Under the old Agreement 
the LICENSEE had the right of exporting the tractors to 
any country subject to payment of an agreed royalty. The 
new Agreement grants the LICENSEE· the sole and exclu-
sive license to manufacture the LICENSED MODELS and 
sell the same in India, Sikkim, Bhutan and Nepal. In 
addition MIs Komatsu have agreed to grant to BEML a 
non-exclusive LICENSE fer the export of such products 



~l 

the majority portion of which is indigenously manufactured 
in India to Burma, Ceylon, AfghaniStan, Iran, Iraq, UAR, 
Jordan, Kuwait, Lebanon, Sudan and Syria on payment of 
additional royalty and territo'ry commission on such ex-
ports. 

I (v) Scope of supply: (a) Components: Under the Old Agree-
I ment there was an arrangement to supply various com-L ponents. Under the new Agreement Mis Komatsu would 
•. supply components in sub-Assembly units. 

{b) Spare Parts: Under the new Agreement Mis Komatsu 
have agreed to supply to BEML spare parts of the LI-
CENSED MODELS for a period of 7 years after the termi-
nation of the new Agreement. 

In respect of spare parts for the eqUipment manufactured by 
DGOF and BEML under the old Agreement and for all 
ranges of Komatsu equipment in India Mis. Komatsu have 
agreed to supply spare parts for a period of 7 years from 
the date of the last shipment of the component parts. 

(vi) Royalty: Under the old Agreement Royalty was payable 
at 2 percent on the Ex-Komatsu WO'rks prices of the equip-
ment/components manufactured by the LICENSEE (Sub-
ject to a minimum of 300 Nos. of each type). Under the 
new Agreement a fixed rate of Royalty is payable. 

Under the old agreement with Komatsu, Royalty was payable 
at 2, per cent of the value af the parts manufactured by 
the Licensee for each tractor taking the total cost of the 
tractor as given by Komatsu Ex-works price. In the cur-
rent Agreement, the amount of royalty paid for each trac-
tor is fixed irrespective of the indigenous cOl}tent. The 
implication of this difference would be that there is a dis-
incentive for rapid indigenisation in the old Agreement as 
the royalty would increase with the increase of indigenisa-
tion. Whereas in the present agreement, the indigenisation 

. does not have any effect 'cn the royalty and is thus an in-
centive towards rapid indigenisation. 

(vii) Prices: According to the provisions of the old Agreement 
the spare parts were priced at the same rates as compo-
nents for manufacture. In the new Agreement the priCing 
of spare parts is based on the Komatsu price list of spare 
parts ruling at the time of acceptance of the order, subject 
to a discount." 
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3.20. During evidence the attention of the Managing Director 
BEML was drawn to the following statement in the Fifth Annual 
Report (1968-69) of BEML:-

..... Your Board apPointed a Negotiating Committee to discuss 
the terms of the new Collaboration Agreement with MIs. 
Komatsu. The negotiations were conducted for a period of 
3 months from August, 1968 to November, 1968. A draft 
Collaboration Agreement was approved by the Board of 
Directors in November, 1968 as the best that the Negotiat-
ing Committee could secure after hard and long nego-
tions ..... " 

3.21. Asked what was meant by the words 'the best' in the above 
statement the Managing Director stated:-

"The old agreement was entered into in 1958. The old con-
ditions were more favourable. Komatsu was at that time 
very keen on entering an agreement with us. They did 
not have the same standing as they have at the present 
moment. When the first agreement was finished we had 
again to negotiate with them so as to know on what condi-
tions they would agree to the extension of the arrange. 
ment. I 

, 
Generally SI,;leaking, I would say that the earlier agreement 

was probably a little better. Board of Directors appointed 
a Negotiating Committee. They tried to return to the old 
conditions in all cases. They tried their best as much as 
possible." 

It was also stated in a written reply that: 
"The earlier Agreement was generally more favourable in the 

matter of prices for CKDs components and spares as also 
in respect of supply of spare parts. The old agreement 
also made provision for regular and prompt supply by MIs 
Komatsu 'Of information relating to engineering changes 
with regard to material, processing techniques, and im-
provements and additions to the equipment covered in 
the agreement. The scope of the new agreement is restricted 
only to the current models of 3 types." 

3.22. Regarding the steps taken to reach a stage where the assist-
ance of Collaborators would no more be required the Secretary, Mi-
nistry of Defence (Department of Defence Production) stated: 

"We are persisting in our efforts to delete imported items as 
far as we could. From year to year we have set some 
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targets for ourselves and in this co'll8Poration our aim is to 
reach a figure of 85 per cent of indigenous compon~ts In 
the course of next three or four years. As I said earlier. 
the spare parts will be continued to be supplied to us for 
seven years even after the agreement is over. The prob-
lem is for the remaining 15 per cent. The items are mostly 
bought out items which are difficult to establish in manu-
facture but we shall certain~ continue our efforts in this 
direction also." 

He added that the Collaborators were giving all the possible-
assistance in the matter. 

3.23. The Committee regret to note that as the full indigenous 
production of these tractors could not be established within the 
original period of 10 years the D.E.M.L. had to enter into agreement 
with Mis. Komatsu for a further period of three years with eftect 
from the 19th February, 1969. The Committee feel that it would 
have been possible to establish indigenous production within a period 
of 10 years had the Government assigned the agreement earlier to 
a body exclusively entrusted with this task instead of loading the 
D.G.O.F. with the manufacture of tractors. 

3.24. Durini evidence it was admitted that conditions contained 
in the old agreement "were more favourable." The representative 
of D.E.M.L. further conceded that the earlier agreement "was pro-
bably a little better." It is noted that the earlier agreement was 
generally more favourable in the matter of prices for complete 
knocked down components and spares as also in respect of supply 
of spare parts. Another favourable feature of the old agreement 
was that it made provision for regular and prompt supply by M/s": 
Komatsu of information relating to engineering changes with regard 
to material processing techniques and improvements and conditions 
to the equipment covered in the agreement. On the other hand the 
scope of the new agreement was restricted only to the current models 
of three types. The Committee are concerned to know that the new 
agreement was less favourable as compared to the old agreement. 

3.25. The Committee, however. hope that the D.E.M.L. will take 
full advaDtage of the assistance stated to be rendered hy the Colla-
borators in the matter of indigenisation and reach the maximum 
possible degree of indigenisation within the remaining period of 
Agreement so as to avoid any further extension to this collabora-
tion agreement. 
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3.26. During the evidence the attention of Managing Director 

BEML was drawn to the 119th Report of the Public Accounts Com-
mittee (Fourth Lok Sabha) which stated that 20 per cent of the 
tractors other than Komatsu were awaiting overhaul. But in the 
case of Komatsu, 30 per cent were waiting overhaul which showed 
that the sick rate proportion in the case of Komatsu tractors was 
higher. 

3.27. It was enquired whether it was dueto lack of spares or due 
to faulty maintenance or inadequate maintenance or certain 
inherent defects in the machine that those tractors were awaiting 
repairs. The Managing Director, BEML denied that there was any 
inherent defect in the machines. He stated that the machine that 
had come from Director General Border Roads Organi~ation were 
awaiting certain repairs because sufficient spares were not available. 
The spares were for old models. When they took over the responsi-
bility there had been a shortfall in the supply of spares to old models. 
The question was about the supplies of spares to the users and it was 
not the fault of the machine. There was a shortage of spares; the 
user was confident that he could put all the machines-a majority 
of the machines-on the road. 

3.28. Asked whether the Komatsu tractors were mainly used by 
the Defence Ministry, it was stated that the old models which were 
produced by the DGOF were mainly used by the Ministry of Defence 
and Border Road Organisation. It was added that a proportion of 
what the BEML were manufacturing was going out to the civilian 
users also. 

3.29. In this connection the Secretary, Department of Defence 
Production stated during evidence: 

" .... these tractors were being mpplied simultaneously to 
Defence, to Border Roads and also to Dandakaranya 
project. I think the systems of maintenance were different 
in all these 3- organisations and the Border Roads were 
very happy with all these tractors and so were the Defence 
people by and large. But there were complaints in Danda-
karanya and when our technical people investigated into 
the matter, it was found that maintenance arrangement 
in Dandakaranya required to be further improved." He 
also stated that in the case of Dandakaranya Project 
they were probably depending more on maintenance by 
the suppliers whereas in the case of Defence maintenance 
was done by themselves. 
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3.30. When it was pointed out by the Committee that in his evi-

dence before the Public Accounts Committee, the then Secretary 
(Department of Rehabilitation) had stated in 1963· that on the basis 
of their performance the Komatsu tractors were somewhat inferior 
to other makes and types used in Dandakaranya Project, the Govern-
ment in a written reply stated as under: 

"The observations of the Secretary Ministry of Works, Housing 
& Rehabfiitation (Department of Rehabilitation) referred 
to above, related to certain old models of Komatsu make. 
Since then, Komatsu have made considerable improve-
ments in their products and BEML's Agreement with 
Komatsu is for the current and uptodate models. In this 
connection, attention is invited to the following extract 
from the 119th Report of the PAC 1969·70 concerning para 
18 in the Audit Report Defence Services regarding "delay 
in the repair of tractors." 

." .... It was explained by the representativee of the Ministry 
of Defence that 'as far as work in the field is concerned I 
would say the performance of Komatsu and other tractors 
is comparable. It is about the same. Both are capable of 
working double shift. It depends on the requirement of 
task'. In reply to a specific question whether the defect in 
tractors was on account of material used, the representa-
tive of Ministry of Defence stated: 

"In the Army we have not come across specific defect due 
to material." 

The above would also show that the later models of Komatsu 
compare well with Crawler tractors of other makes." 

3.31. The Committee note that the high sick rate of 30 per cent 
'Of the Komatsu tractors was not due to any inherent defed in thel 
machines but because of inadequate supply of spares for all the 
Komatsu Tractors put on field. The Committee are of the opinion 
that drawing up a long term procurement programme of spares in 
advance is not impossible of achievement. Had steps been taken to 
evolve a long term procurement policy for spares, the critical situa-
tion would not have arisen. The Committee hope that such situation 
would not arise in future since Komatsu have assured to supply 
spares for a period of 7 years after the termination of the new 
agreement. 

*Public Acc()unts Committee 1962-63, Eleventh rcpon (Third Lok Sabha) (P.9) 
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(iii) Collabo~tion Agreement with MIs. RADOJE DAKIC: 

3.32. The Defence Services and the Border Roads Organisation 
had been looking for some time for an equipment which would be 
versatile enough to do diverse functions such as dozing, loading, 
trench digging and recovery work. Af;er intensive trials ranging 
over a period of 3 months in different terrains and altitude condi-
tions, a high level Committee selected the Yugoslavian Tigar 120-SK 
Tractor as suitable for the purpose. The Ministry of Defence placed 
an order for 97 of these tractors in CKD condition and BEML was 
entrusted with the task of assembling these with certain components 
to be procured and manufactured by BEML. Since it was under-
stood that there would be a recurring demand from Defence Ser-
vices and Border Roads ,for this type of equipment, it was considered 
appropriate for BEML to go in for a collaboration agreement for 
manufacture in India, under licence, of this equipment. A Negotiat-
ing Committee was appointed to discuss a draft collaboration 
agreement with Mis Building Construction Machinery and Metal 
Structure Industry 'RADOJE DAKIC' towards manufacture of this 
equipment in India. The draft collaboration agreement as approved 
by the Board of Directors, was approved by the Government and 
the agreement came into operation from 26th December, 1ge9' and is 
current for a period of five years with effect from that date. It has 
been stated that production of this equipment for the Army has 
started with approximately 40 per cent indigenous content. 

3.33. The main features of the Agreement were technical as~ist
ance/furnishing of technical documentation, technician, experts and 
training of BEML's personnel, supply of complete equipment, com-
ponent parts and spare parts at the price calculated on the basis of 
the prescribed formula, supply of all information relating to the 
licensed model and providing after sales service for the products~ 
In return, BEML was to pay-

(i) Technical documentation fee amounting to two hundred 
and twenty five thousand rupees (Rs. 225,000) in 5 instal-
ments to cover the cost of preparation and reproduction of 
technical documentation and information in the follOwing 
manner:-

(a) 20 per cent four weeks after the agreement becomes' 
effective; 

(b) 20 per cent three months after the payment at (a) 
falls due; 
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(c) 20 per cent three months after the p~ytnent at (b) 
above falls due; 

(d) 20 per cent three months after the payment at (c) 
above falls due; 

(e) Balance 20 per cent three months after the payment at 
(d) above . 

. (ii) A Royalty of two per cent during the currency of this 
Agreement. 

Note: The Royalty is to be calculated on the FOB price of the 
complete equipment less FOB value of both component 
parts and attachment supplied by Mis Radoje Dakic un-
der the Agreement and also those component parts for 
which technical and manufacturing knowhow is not fur-
nished by the Licensor. 

(iii) Remuneration to the technical personnel for their stay in 
India for the purpose of rendering technical assistance in 
connection with the BEML's activities under the Agree-
ment, particularly for establishing production of the Li-
censed Model and indigenisation ()f the products. 

The agreement grants to the Licensee a non-exclusive licence 
to sell the Licensed Model and products in Afghanistan, Burma, Cey-
lon, Ghana, Indonesia, Japan, Jordan, Kuwait, Laos, Lebanon, Malay-
sia, Saudi Arabia, Thailand and Vietnam. 

3.34 The main benefits stated to have been derived from this Col-
laboration agreement are as follows:-

(i) During the short period of the Agreement BEML have 
been able to obtain technical information and guidance to 
some extent in setting up facilities for the manufacture 
of TI20-SK wheeled tractors; 

(ii) BEML have also been able to depute their engineers to 
the Collab<>rators' Works to study their production me-
tpods; 

(iii) Benefit has been derived from the deputation of Collabo-
rator's technical personnel to BEML's factory and their 
stay with the Company. 

3.36. As Tigar-120-SK tradors are stated to be suitable for sucli 
diverse functions as dozing, 10adiDg, treDch digging and recovery 
work which are of vital use to the Defence Services add Border 
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Roads, the Committee feel that the Government should have evaluat-
ed results after usage in field before entering into collaboration agree-
ment. Since it is essential to meet expeditiously demands for 
this equipment from Defence Services and Border Roads, the Com-
mittee hope that ea~est endeavours would be made to achieve indi-
genous manufacture of this equipment within the period of Agree-
ment. 



IV 

CONSTRUCTION AND COMMISSIONING 

A. Location of the Proiect 

In their Report submitted in March, 1964, the Technical Commit-
tee appointed by the Expenditure Finance Committee of the Govern-
ment, discussed the merits and demerits of locating the Factory at 
Kolar Gold Fields vis-a-vis Bangalore, and noted that location of the 
Project at Kolar Gold Fields would necessitate provision of housing 
facilities while the factory were to be at Bangalore it would be neces-
sary to invest on transport facilities in lieu of housing. That Com-
mittee considered that such expenditure, being unproductive, would 
add to the cost of production and therefore, favoured the location of 
the Factory at a suitable site nearer the sea coast. The decision to 
locate the Factory at Kolar Gold Fields was taken by the Government 
after taking into account the availability of land and other facilities 
at that place. The then Chairman of Hindustan Aeronautics Ltd. had, 
in May 1963, after an on-the-spot study by a team of officers of HAL, 
recommended that it would be more advantageous for Government 
to establish the Heavy Earth Moving EqUipment Factory at Kolar 
Gold Field than at any other place to be developed dmooo. 

4.2. Asked what were the considerations for locating the Project 
at Kolar, the Secretary Ministry of Defence (Department of Defence 
Production) during the evidence stated: 

" ... It was first thought that the Railcoach Division of the HAL 
would be a better place. A little later technical studies 
were conducted, and other considerations also came in. 
Sites were seen and the Technical Committee of the HAL 
reported that Kolar would be very appropriate place. 
Relevant considerations like water, electricity aupply etc., 
were all gone into. The recommendation of this Commit-
tee is quite clear. There came another Committee, the 
Tata Committee, which recommended that earth movers 

i . should really not be a legitimate part of the activities of 
the HAL. On the basis of these various reports It was, in 

29 
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August, 1963 that a Ca.binet Sub-Committee took the de-
cision that the new company should be formed for the 
earth movers and its location should be Kolar." 

4.3 In reply to the same question the Managing Director of 
BEML stated: 

" ... I have gone through the Report of this sub-Committee 
and a reading of the Report does not suggest that they 
felt that there was an over-whelming case for changing 
the location elsewhere ........... The only reason was for 
effecting economy by not constructing a township but this 
particular reason was not accepted by the Ministry who 
stated that we, as a public sector undertaking, have to 
provide accommodation for the workers. So it was not 
an over-riding consideration." 

4.4. During the evidence the Committee were also informed that 
construction of the Township had commenced and the total sanc-
tioned outlay for township was Rs. 1.60 crores which was about 6 to 
7 per cent of the total outlay. 

4.5. The Committee note that ODe of the reasons for not locating 
the Factory at Bancalore was to avoid investment on transport faci-
lities. It was thought that sueh expenditure would be lUlproductive 
ad would add to the cost of the product. The Committee note bow-
ever, that the establishment of the earthmoving faetory at Kolar has 
involved Gove1'llmeDt investment in tire building of a township at 
an estimated cost of Rs. 1.66 crores. While the Committee are for 
provision of essential ameDities to workers they WG1lld like Govel'fll-
meat to eDSme that the expellditure on such infra-structure is kept 
within the economical and reasODable limits so that it does not UD-
duly burden the cost of production. 

(B) Delay ia the execution of tile Project 

4.6 The important stages in the execution of the Project put to-
gether in a chronological order are as follows: - . 

(i) The agreement with the Collaborators was entered into 
on 27-10-1962 but the decision to locate the unit at Kolar 
in Mysore State was taken only in August, 1963. 

(u) In August, 1963, the Ministry asked the Hindustan Aero-
nautics Ltd. to prepare a Project Report and to take steps 
for the formation of a Public Limited Company (separate 
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from HAL) for the implementation of the Project. The 
Project Report was prepared by HAL in October, 1963 and 
the Bharat Earth Movers Ltd. was formed as a Govern-
ment Company on 11th May, 1964. 

(iii) In February, 1964, the Secretary, (Co-ordination), Minis-
try of Finance as Chairman of the Expenditure Finance 
Committee decided that a Technical Committee should go 
into the various aspects of the Project. 

(iv) The Technical Committee submitted its report in March, 
1964 and Government decided on 20-3-1964 finally to locate 
the unit at Kolar. 

(v) The Chairman of the Company in a letter dated 1st 
May, 1967 to the Secretary, Ministry of Defence (Depart-
ment of Defence Production inter alia stated as follows 
in regard to the foreign exchange required for the Unit:-

"The release of the required foreign exchange for the pro-
jects was applied for from the AID Non-Project loans. 
As AID Non-Project loans preclude such financing 
where requirements of any project exceed one million 
dollars, the Government of India found it necessary to 
get the U.S. Foreign Exchange from Export-Import 
Bank. As a pre-condition to processing this project 
through AID or Export-Import Bank, the Government of 
India appointed one of the approved American consul-
tants .... for undertaking a feasibility study of the pro-
ject. 

The consultants began functioning from October, 1964. The 
Ministry of Defence subsequently decided that the scope 
of study should include the manufacture of Crawler 
Tractors also in Collaboration with Mis. Komatsu of 
Japan. The Consultants completed their study in March, 
1965 ... Their recommendations were put up to the Ex-
penditure Finance Committee in June, 1965. Because of 
the uncertainty of Dollar Exchange and the easy availa-
bility of Yen Credit the Expenditure Finance Committee 
released the Project for· the Crawler Tractor portion 
and minimum common facilities ... The decision was con-
veyed to BEML in September, 1965." 

(vi) The application for loan was filed by the Company with 
the EXIM Bank on 9-9-1965 the very date on which the 
U.S. Government announced their' decision not to enter 
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into any new economic Aid Commitments to India. It 
was only in June, 19137 that the Company was advised by 
Gov,ernment to work out revised foreign exchange re-
quirements from different sources irrespective of the 
availability or otherwise of the EXIM assistance, and also 
to reduce the foreign exchange requirements. In August, 
1967 the Government ultimately decided to withdraw the 
loan application from EXIM Bank and finance the pro-
ject from other sources. 

(vii) On 23rd July, 1968 Government sanctioned an amount of 
Rs. 17.439 crores including a foreign exchange component 
of Rs. 5.504 crores for capital expenditure on plant and 
machinery 'Of integrated project. On 23rd August, 1968 a 
further sum of Rs. 5.339 crores was sanctioned by Govern-
ment for buildings and civil works. 

4.7 The witness stated during evidence:-

" ... in between came the other big change the Pakistani Ag-
gression and soon after the aggression on the same day 
when we presented the application to the EXLM Bank 
came embargo on aid t'O India by U.S. Government. We 

pursued the matter even then with the EXIM Bank. Later 
it was decided to look for other sources. They comes an 
intervening period of critical situation of foreign 
exchange. With all the good intentions there was no 
availability of foreign exchange in the country at that 
time and therefore this project deliberately had to be kept 
in the cold storage for some time and as soon as the 
situation improved-it was in 1967-the clearance was 
given and other sources of foreign exchange were found.'" 

4.8. In a note furnished after the evidence the Ministry of De-
fence have stated:-

"At the time Agreement was entered into, a preliminary Project 
study had been undertaken; the location had been tenta-
tively determined; and indication of availability of foreign 
exchange also existed. HAL, Bangalore, had been indenti-
fled as' the agency for undertaking the initial exercises 
for the implementation of the Project. The delay in the 
impl.ementation of the Project, it is considered has been 

l' due to unforeseen factors.". 
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4.9. Asked by the Committee as to why the Government took 
almost two years to decide the - financing of' the foreign exchange 
requirement when they became aware in September, 1965 of the 
embargo placed by the U.S. Government on new AID commitments 
in this country it was stated in a written reply: 

"Even though the US Government embargo on new AID com-
mitments to India and Pakistan became operative on 9th 
September, 1965 i.e. the same date on which the applica-
tion for US EXIM loan for the BEML Project was filed, the 
US EXIM Bank did take up preliminary processing of the 
application and discussions with the Bank officials indi-
cated that there was a reasonable prospect of foreign 
exchange under US EXIM Loan funds becoming available 
for this Project. Since the foreign exchange requirements 
was quite large and US, was a suitable source for the 
procurement of capital machinery, it was considered 
advisable to wait for some time in view of the prospects 
of US EXIM loan becoming available. However, when in 
1967 it was noted that the position was still uncertain and 
delay was taking place, Government decided to withdraw 
the US EXIM loan. Application and to meet the foreign 
exchange requirements of the project from other sources. 
The Foreign Exchange requirement also was by this time 
found to be substantially reduced on a review in the light 
of progress of indigenous machine tool industry." 

4.10. It may be mentioned that upto August, 1968 the undertaking 
made the following payments to the collaborators:-

1. U.S. $ 6500000 as technical assistance fee in 7 instalments; 

2. U.S. $ 50,000 as royalty and research and development fee 
out of minimum fee of $ 5,00,000 for the first fixe years; and 

3. Rs. 3 lakhs to the foreign technicians as remuneration. 

The Ministry of Defence have stated (Fl?uruary, 1969) as fol-
lows:-

'(i) "There has no doubt been a delay of about 3 years in 
establishing the Heavy Earth Moving Equipment manufac-
ture of BEML ...... " 

(if) uAs regards .... infructuous payment ;;f royalty to the ex-
tent of $450,000 to MIs. . .. this has r£'sulted mainly from 
the delay in locating a suitable source for the foreign ex-
change financing of the project!' 
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(iii) "It must be granted that certain limited benefits have 
already been derived by BEML by vitme of acquiring 
know-how and manufacturing techniquefl for the various 
items 'Of equipment covered under the Collaboration 
Agreement, and savings in foreibtn exchange material 
costs as a result of assembly of the equipment from CKD 
packs with gradually increasing indigenous content. 
BEML are confident that in the balance period of the 
Agreement it would be possible to indigenise the produc-
tion 'Of the machines covered by the agreement and it may 
not be necessary to have technical assistance beyond the 
period of this Agreement." 

4.11. In view of the above facts the Committee caJinot help con-
duding that the Project was neither properly planned nor well exe-
cuted. The important aspects concerning the Project were not dealt 
with in a systematic and expeditious manner. The Committee feel 
that the technical feasibility study should have been undertaken, 
the site for the location of the Unit detennined, the source for meet-
ing the foreign exchange requirements of the Unit and the organi-
sation for the implementation of the Project decided before enter-
ing into the collaboration agreement. 

4.12. The Committee regret to note that time taken by the Gov-
ernment at different stages was unduly long considering the fact 
that the collaboration agreement for a specified period had already 
been entered into and the paym~s thereunder amounting to 
$7,50,000 representing Technical Assistance Fee, were falling due 
from time to time besides the minimum amount of $5,69,000 payable 
towards Royalty, Research and Development Fee for the first five 
years of the Agreement. 

4.13. The Committee are not conv~ed with the plea that delay 
in the planning and execution of the BEML project was due to 
"unforeseen circumstances". The decision of the U.S. Government 
not to enter into any new aid commitments to India became known 
to Government of India in September, 1965. There was no justifia-
ble reason to keep the matter pending for two years in the hope of 
availability of foreign exchange from U.S. sources even aftt!r their 
inability had become deflnitely klnown. Had Government preplan-
ned the alternative sources of foreign exchange for this project at 
an early stage and tapped them as soon as it was known that EXIM 
BaDk Credit would not be forthcoming, the delay of two years could 
have been avoided. 



V 
PRODUCTION PERFORMANL:E 

(A) Product M"lX 

BEML has two production units i.e., Railcoach Factory at Banga-
lore and the Earthmover Factory at Kolar Gold Fields. 

The Railcoach Division of the Company is producing Broad Gauge 
Integral Railcoaches for the Indian Railways while the product-mix • 
,of the Earth Mover Division is at present as under: 

(i) Motorised 'C' Scrapers (14120 cubic yards) 
(ii) LW 35 Haulpaks (off-the-Highway 35 Ton Rear Dump 

Trucks) 
(iii) LW 440 Motor Graders (115 HP) 
(iv) D 80 Crawler Tractors (1651180 HP) 
(v) D120 Crawler Tractors (2351250 HP) 
(vi) D50 Crawler Tractors (90-HP) 

(vii) Tigar 120 SK wheeled tractors (t30 HP). 

(B) Value of Production 

5.2. The value of production during the lagt four years has been 
as under:-

(Rupees in lakhs.) 

1966-67 1967-68 1968-69 1969-70 

t. Sales (including spares) 565'92 1392'68 2150'78 2286'21 

2. Closing stock of finished goods 
and work-in-progte9s. , , 163'35 314'53 529'07 489'34 

3. Opening stock of finished goods 
and work-in-progIess. • 117'56 163'35 31453 329'07 

4. Value of production (1+2-3' 6II '71 1543'86 2165'32 2446'38 

S. Net worth 793' 16 959'07 1114'57 1594'34 

6. Percentage of value of production 
to net worth • 77'1% 161 '0% 194'3% 153'4% 

35 
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5.3. It will be seen from the above that the percentage of value 
of production to net worth increased from 77.1 per cent in 1966-67 to 
161.0 per cent in 1967-68 and from 161.0 per cent in 1967-68 to 194.3 
per cent in ] 968-69 but declined to 153.4 per cent in 1969-'70. 11. is also 
noticed that the percentage of value of productioll to total net assets 
also increased from 48.0 per cent in 1966-67 to 63.9 per cent in 1967-68 
and from 63.9 per cent in 1967-68 to 75.0 per cent in 1968-69 but 
declined to 67.1 per cent in 1969-70. 

5.4. As to the reasons for decline in percentage i)f nc-t wcrthlnet 
assets to production, it has been stated in a written r.ote by BEML 
that the Earth Mover Division of the Factory sanctioned at a total 
cost of Rs. 22.68 crares (excluding the township) :~ still in the cons-
truction and installation stages and as such it is pre-mature to apply 
the ratios like value of production to net worthlnet assets as a yard-
stick to judge the performance of the Company. It will be seen that 
even during the stage of construction, the Compam· has been able to 
achieve considerable production I sales which has been steadily 
increasing. Witli the installation of the plants on order and under 
conSideration, the ratio of value of production to net w..Jrth as well 
as total net assets will always vary. These ratics C!1n ~!ve an indica-
tion of performance only when all plants are installed and brought 
into use and factory work attains stablisation. 
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5.6. It would be seen from' the table at page 37 that there was a 
.short fall of 23 equipment in respect. of Crawler Tractors for the year 
1968-69 and of 39 in the year 1969-70. 

The Committee were also informed bv B.E.M.L. that even the 
revised target fQr Crawler Tractors in 1968-69 as given in table at 
page 47, was further revised at the Board meeting held on 18.11.1968 
when the revised target was fixed as rollows:-· 

D 80-8 

D 120-6 

175 Nos. 

25 Nos. 

200 Nos. 

Taking the finished stock of 1 No. of D120-6 tractor from the pre-
vious year the production for 1968-69 should have been 199 as against 
which BEML produced 193 tractors. Thus there was a short-fall in 
production of 6 tractors. 

As regards the reasons for short-fall in production, the BEML 
''Stated that the short-fall of 6 equipment in respect of Ct'Rwler Trac-
tors in 1968-69 was due to non-receipt of sub-contracted parts from 
'Mis. Mining and Allied Machinery Corporation Ltd., Durgnpur. 

In the year 1969-70, the net short-fall of 24 Nos. of D120 and D80 
'Crawler Tractors was mainly due to short supply of Track ~'rames 
and Radiator Guard Assemblies by sub-contractors who had certain 
practical difficulties. There had been no short-fall in production of 
railcoaches in these years. 

5.7. The reasons for shortfall in produtcion in the year 1970-71, 
were stated to be as follows:-

I. LW-3S Haulpaks . 

2. Tigar 120-S Tractor. 

:3. 440 Motor Graders . 

4. D 12o-Tractrs. 

S. D 80-Tractors. 

-6. D SO-Tractors. • 

• {Non_availability oftyrea interru~ed the pro-
duction considerably. It nece881tated rot~t-

• ing the same sets of tyres on different equIp-
ment to facilitate inspection Bnd shipment, 
which, in tum, created considerable disrup-
tion in ASBY. Shops. ! 

Non-availabilitv of lift Beams from MI. 
MAMC and Mold Boards from MI. ORW 

· ( Mainly due to non-availability of Steel Cast-.1 ings. 
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5.S. The Committee were informed that the Railcoach Factory," 
which has a planned capacity of 300 broad gauge integral coaches of 
one type per year or 270 coaches of 3 types per year, was taken over 
by BEML from HAL as a !.running unit with effect from 1.1.65. It 
had already achieved the targetted capacity in produC'tion of different 
types of coaches. They Heavy Earth Moving EqUipment, Project 
(including Crawler Tractors) was approved in principle in July, 1965· 
but its implementation was santcioned in two phases. The first phase 
of crawler tractors was sanctioned in Augustl September 1966 and 
the remaining part pertaining to Heavy Earth Moving equipment in 
July I August, 1968. 

5.9. The targets for the production of crawler tractors prior to 
1967-68 and of Heavy Earth Moving equipment prior to 1968-69 were 
ad hoc targets fixed by the Company taking into account the availabi-
lity of imported complete knocked down (CKD) components procur-
ed against specific customer orders. Shrotfalls in the production of 
Crawler Tractors as against the targets during the year J 967-68 which 
was the first year of initiating assembly of this equipment bv BEML, 
were stated to be due to difficulties experienced by BEML in estab-
lishing satisfactory indigenous sources of supply of componentsiparts. 
The shortfalls in the production of Crawler Tractors and Heavy 
Earth Moving Equipment during the subsequent years we!l~ stated to 
be due to delay in the receipt of imported Complete Knocked Down 
components in some cases and non-availability in time of indigenous 
componetslparts in the remaining cases." 

5.10. In the Audit Report (C) 1969 it has been stated that accord-
ing to the Consultants' Report the production programme in respect 
of Scraper, Rear Dump and Haulpack and actual achievement dur-
ing the years 1965-66 to 1967-68 were as follows:-

Scraper. 
Rear Dump 
Haulpack 

(Figures in numbers). 

1965-66 1966-67 I96Z-68 
Production Actual Production Actual Production Actual 
programme Production programme Production Prosnm- Production 

as per * as per * me as * 
Consul- Consul- as per 

tants tants Consultants 
Report. Report. Report. 

I2 

16 
Z9 
16 

1 

SO 
35 
10 

S 60 
45 
20 

42 
16 

.The actual production was limited to assembly of the equipment from customer's-
components and also on the Company's own account mostly from importer com·· 
ponents. 
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During the evidence of the representatives of BEML the Commit--
tee drew the attention 'Of the Managing' Director of BEML to the 
above table and pointed out that the Company had done only assem-
bly of the equipment from customer's components and that tO'O mostly 
from imported components. The Committee further pOintt>d out that 
this assembly too had not been done according to the production pro-
gramme as per Consultants' Report. 

5.11. The Managing Director stated that the shortfalls between 
1965-68 in production were due to the fact that the 'project was 
released only in July-August, 1968. Prior to thi~ only assembly 
against firm orders on available foreign exchange was permissible. The 
production during 1968-69 was but at 298 machinef against 100 in 
the Consultant's Report and during 1969-70 at 343 against 215 in the 
Consultant's Report. It was only since 1968-69 that they were manu-
facturing eqUipment with increased indigenous content, a percentage 
of indigenous content between 40 to 60 per cent in the current year. 

5.12. In this connection the Department of Defence Production 
have informed the Committee in a written note as follows:-

"Regular manufacture of heavy earthmoving equipment at 
BEML's Kolar Factory, even accordinp. tt' the Consultants' 
Report, was to commence only in 1968-69 and before that 
only assembly of such equipment was to be done in the 
Railcoach Factory at Bangalore. The targets for this 
indicated in the Consultants' Report were on the assump-
tion that the project would be implemented immediately. 
Since Government sanction for the implementation 'Of 
Heavy Earth Moving Project was given only in Julyl 
August, 1968, BEML could in the intervening period only 
take up assembly work against firm ordere. from Custo-
mers with the available foreign exchange. Comparison of 
actual production with the targets in the Consultants 
Report for the above period does not therefore serve any 
useful purpose." 

5.13 In a written note the B.E.M.L. has stated that the reason for 
reducing or revising the targets of production in Railcoach Division 
during 1968-69 was due to a strike followed by lock out in the Rail-
coach Factory for a fortnight in the first half of April. 1968. This' 
resulted in reviewing and reducing production' tarr,et! fr..lm 270 to 
258 coaches during 1968-69. However, the original target of 270' 
coaches was achieved. In subsequent year i.e. 1969-,?,0 there has been 
no revision of the target of 270 ceaches.The targeted production' 
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was kept up. In the year 1970-71, the estimated productiun cf 280 
coaches would have been kept up if all the material were received 
in time, but later during the year, the Board reviewed the position 
and revised the target to 270 coaches which v'as full), met. 

As regards the reasons for reducing Of revising the targets of 
production in Earth Mover Division the position is as fellows:-

1968-69 

(a) Revision of schedule of deliveries indicated ry MIS Kir-
loskar Cummins for the engines required for fitment on 
D 80 tractors. 

{b) Changes in the schedules of shipment of the CKD com-
ponents ror the Haulpaks and Motor Graders ordered on 
WABCO. 

(c) Development of certain purchased items like Iadiators f(lr 
which there were no manufacturing drawings. . 

{d) The project was not conceived for manufacture/production 
of castings and forgings. Hence, it was depenient on ':>ut-
side sources for these items. There have been failures on 
the part of MAMC and other sub-contractors to supply 
some .of the items of steel castings inspite of our best 
efforts. 

1969-70 
(a) Non-availability of CKDs of Scrapers and Motorgraders 

from Collaborators due to changes in their schedule 'Of 
deliveries . 

.(b) Lockout in Southern Structurals affecting supplies of 
assemblies ordered on them. 

{c) There was a strike in the Works of Western Mechanical 
Industries affecting supplies. 

(d) Delivery commitments not fulfilled by Sub-contractors for 
indigenous components. 

1970-71 
(a) There was a Lockout in the Works of Mukund Iron affect-

ing their supplies. 
'(b) Supplies of Sub-contractors not being maintained per de-

livery commitments in spite of continuous follow up. 
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I,(C) Non-.rece.pt of tyres from Tyre man·wadurers 

5.14. The Committee note that target of preduetii(B of ahnostaU 
iitems have .been .revised downward by the B.E.M.L. Table in para 
5.5 gives the definite impression that the targets of production for 
the year 1,968-69, 1969-70 and 1970-71 in respect of most items have 
been revised downwards to match the actual production figures. 

Even the reduced target has not been achieved in productiGn. The 
Committee are not convinced about the reasons given by B.E.M.L. 
justifying downward revision of targets fixed earlier. Consequently, 
'they are inclined to believe that the fault may not be in fixing the 
targets but -\n making sustained effort to achieve them since the 
easiest way to CGver failure is to revise the targets downward. The 
'Committee, 'therefore, recommend that this tendency to revise tar-
gets downward should be checked forthwith and positive steps be 
· taken to reaRe the targets Dnlle set. 

S.lS.The Committee oDserve that the shortfalI in production in 
,the past nas 'been mailily due to non-availability in time, of com-
pQ1lent/pal'ts whether impGrteder indil'el101iS. The Commit"e bope 
that by l~ming frotn 'tbepast -experience B.KM.L. woul" take ade-
-quate steps 'to ensure neee!lsary ana timely 5Ulij»ly .f the required 
'eompcment/spare parts to ena'Me It to aAere to its production acbe-
,dule. Any delays 1n -d4!9iverinr of the e.rth mo\'iul eClUipment by 
tbe B.E.M.L. is bound to upset the pi'Otludtob'rGg1'8Rlme of the 
Public UndertBkingswbo DoOk their orders with B.I.M.L. for this 
· type ofequipmeDt. The 'Conunt'ttee thefefote, need hardly elDpha-
,,,ise that every effort should De made to ":dbere to the tar,ets of 
production. 

~D) Expmston Proeramme 

5.16. The table below shows the revised product-mix approved 
'by the Boara to be achieved in . due course, supject. t.o various cops-
· traints such as demand for the equipment, availability of foreign 

exchange for import of components, indigenous development or 
purChase from abroad of manufactW'ing know-how and the fulfil-
-ment by "Mining and Allied Machinery Corporation Ltd. of commit-
'ments from their side. , 

:'2043- (Aii) L.'S.-4. 
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No. 

Product 

I. Crawler Tractors of above 300 HP 

2. D-I20 C~awler Tractors. 

3. D-80 Crawler Tractors 

4. D-50 Crawler Tractora. 
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S. O-SS S/D-60-S Crawler Tractors-Front 
End Leaders. 

6. Motorised Scrapers 

7.1 25 Tons/3S Tons and above 3S tons-off the 
Highway Rear Dumps 

8. Motor Graders • 

9. Wheeled Front End Loaden .. 

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

Nos. per Names of Collaborators 
annum 

40 Either MI.. KI!lMatsu' 
or BEML Design. 

125 MIs. Komatsu Manu-
facturing Co., of 
Japan. 

250 Do. 

300 Do. 

I2S Either Mis. KomatsUl 
or BEML Design. 

80 MIs. W ABCO of USA. 

300 Do. 

100 Do. 

50 MIs. Radeje Dakic of 
Yugoslavia. 

5;17. The Board of Directors of BEML decided on this revised 
product-mix in January. 1969. This was done in order to enable 
BEML in coordination with the Mining and Allied Machinery Cor-
poration Ltd., to suitably fill the gap between the licenced capacity 
and the anticipated demand based on the demand pattern projected 
by the wor~ group for assessing the requirements in this field 
during the Fourth Five Year Plan period.. 

. 5.18. B. E. M. L. has also undertaken' the manufacture of Tigar 
:) Equipment in collaboration with MIs. Radoje Dakic. BEML also· 

plans to manufacture 25 ton and 50 ton Haulpaks as the present. 
indications are that sufficient demand for these types of equipment. 
is likely to materialise. 

5.19. In connection with the future programme it has been statecf 
that the scheme for expansion of production of; D50-A15 Tractors 
f!om 300 NOR. per annum to 700 Nos. per annum have been accepted' 
by the Directors of B.E.M.L. and the Industrial Licence application 

.. -. is awaiting the approval of the Ministry of Industrial Development. 
and Company Affairs. 

5.20. B.E.M.L's existing Agreement with the Railway Board is-
for the supply of 300 Broad Gauge coaches per annum. Based on 
the Railway Board's indication of a demand for 400RaU coacheS" 
per annum to be supplied by BEML. the Company had submitted! 
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a Project Report for expanding its capacity to 400 rail coaches per 
annum. The Company has since received formal orders of Gov-
ernment sanctioning the project. 

5.21. Asked during evidence whether the Company was capable. 
of diversifying production in future, if necessary and whether there 
was any forward planning on those lines the Managing Director of 
BEML stated: 

"Our present product-mix is for 800 equipments. We have 
got plans for enlarging that we are going in for additional 
types of equipments. There is frequent change in 
numbers and types. We have to be always on our toes 
so that we are able to provide what the customers need. 
We are thinking of 50-ton Haulpaks for which there is a 
demand; crawler tractor over 300 HPj dozershovel for 
loading the L'i' 25 and 35 for which there appears to be 
a demand." 

5.22. Asked if all these required fresh collaboration, the Managing 
Director further stated that:- • 

"LW 50 is already included in the collaboration; for dozer 
shovel we need a fresh collaboration. It is being nego-
tiated now with Komatsu." 

5.23. The Managing Director also informed the Committee that 
the revised product-mix had taken into consideration the utilisation 
of excess capacity of some of the existing sister Public Undertakings. 

5.24. B.E.M.L. propose (0 enter into new collaboration arree· 
ments for certain items. In the revised product-mix, there are four 
new items for production i.e. (i) Crawler Tractors of above 300 UP; 
(li) D.55·S/D.60-S Crawler TrBctors-.FrQllt end loaders; (iii) Z5·ton 
and above 35·toD. Off.tlle.Highway Rear Dumps Trucks (Haulpaks) 
and (iv) Wheeled Front End Loaders. 

The Committee are not aware whether B.E-M.L. has carried eut 
any comprehensive survey for its existing and planned products. 
While appreciating the endeavours of B.E.M.L to expand and be-
come flexible to IUit rapidly changing market preferences from 
time to time, the Committee need hardly stress that the effort should 
be to meet the needs for diversifieation from within the exfstflllr 
r"!Ources of men and machinery. '1'be Committee also .tr~ that 
where foreign know.how is required for diversification of produc-
tion, the existing collaborators may be approached to supply it 



with~ the framework of existing agreements. The Co~m.ittee would 
like to remind B.E.M.L. of its prime responsibility to make firm 
assessments of demand before committing its limited resources to 
diversification programme. 

(E) Indigenisation 

5.25. The Minister of Defence Production informed Rajya Sabha 
on 19.12.1968 in reply to a unstarred Question as follows:-

"The imported content in the case of rail coaches produced by 
BEML is at present only about 3 per cent. As regards 
Heavy Earth Moving Equipment, the production is by 
way of assembly from imported completelknocked down 
packs with as much indigenous content as is possible. The 
present imported content of eaca moving equipment as-
sembled by BEML is as under: 

Equipment 

'c' Tournapull Scraper . 

'C' Tournapull R.ear Dumps 

LW-35 Rear Dump Trucks 

0-80 Crawler Tractors. 

D-120 Crawler Tractors. 

, 

Aprroxi-
mate 

imported 
content 

65% 

82% 

80% 

50'% 
65% 

5.26. The Committee enquired about the import contents of the 
equipment manufactured by the Company subsequent to the above 
period. BEML have stated in a written reply:-

"Except for the 'C' Rear Dumps, and LW-440 Motor Graders 
which were mainly assembled from imported CKD packs, 
the production of the other equipments involved progres-

.. sive indigenisation. As regards the comparison of the 
indigenous content achieved during 1968-69 and 1969-70 
with the indigenisation programme envisaged in the Pt:o-

'! ject Report, such a comparison may not give a correct 
picture of the programme or performance of the Company 
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having regard to the delay in sanctioning the implementa-
tion of the Project. However, a comparison is given 
below:-

Equipment 

'C' Scraper 

'C' Rear Dumps 

LW-3S Haulpacks . 

LW-440 Motor Grader 

D-80 Tractors. 

D-120 Tractors. 

Target 
as per 

Project 
approval 
(1965) 

31'1% 

2S'2% 

40% 

Actual 
achieve-
ment 

35% 

18'9% 

22'2% 

16% 

41'08% 

26'7% 

Indigenous Content 

Target 
as per 
ProJect 

approved 
(1965) 

44% 

44'8% 

19% 

SS% 

40% 

Actual 
Achieve- Remarks 
ment 

36'S% 

18'9% 

33% 

16% 

53'9% 

30 ·4S%. .. 
5.27. During evidence the Managing Director of the Company 

stated that last year the indigenous content was about 30 per cent 
and this year the Company had reached 60 per cent and it hoped to-
reach 85 per cent by next year. 

5.28. During the evidence of the representatives of the Depart-
ment of Defence Production, the Secretary of the Department stated 
as follows with regard to indigenisation:-

...... we are persisting in our efforts to delete imported items 
as far as we could. From year to year. we have set some 
targets for ourselves and in the collaboration our aim is 
to reach a figure of 85 per cent of indigenous components. 
in the course of next three or four years. As I said earlier, 
the spare parts will be continued to be supplied to us for 
seven years even after the agreement is over. The prob-
lem is for remaining 15 per cent. The items are mostly 
bought out items which are difficult to establish in manu-
facture but we shall certainly continue our efforts in this 
direction also." 

He further added that things like bearings, Hydraulics, seals and 
springs and certain valves which go into hydraulic systems will con-
tinue to be imported. -
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5.29. The Committee desired to know whether the collaborators 
were giving any assistance in having the spare parts developed 
indigenously. The Secretary Defence Production during evidence 
stated: 

"They are giving all possible assistance. Drawing lind designs 
are part of the agreement. They have to give all that 
and their technical people at our call come to us and assist 
us in process of manufacturing them." 

5.30. In a written note the BEML has stated that cent percent 
indigenisation was ont possible and that it was not envisaged even 
in the production programme as approved by Government in 1965. 

5.31. The Department of Defence Production have also stated in 
a written note that the Company was proceeding with its own plans 
to achieve the expected rate of indigenisation based on guide lines 
given by the Consultants. 

5.32. Asked if the Government was considering any concrete 
proposal which would expedite indianisation of plant and machinery, 
the Department of Defence Production stated in a written reply: 
"Oevelopment of indigenous capacity in the machine tool industry 
is looked after by the Director General of Technical Development 
under the Ministry of Industrial Development and Internal Trade 
.and the matter is receiving regular and constant attention of this 
Directorate General. Instructions already exist that all Govern-
ment Departments/Agencies should obtain clearance of the Director 
General of Technical Development from the indigenous angle before 
deciding upon import of any plant and machinery. In order to assist 
in the utilisation/development of indigenous machine tool capacity 
to meet requirements of new projects, all Government Departments/ 
State Governments/Ministries etc. have also been advised to plan 
their requirements well in advance associating DGTD at the very 
initial stages of the formulation of new projects. This would enable 
DGTD and the indigenous manufacturers to organise the necessary 
development action and to ensure that items, equipments needed by 
Project authorities from time to time would, by and large, be manu-
factured and made available from indigenous sources according to 
1lpecifications required and in accordance with time scheduled stipu-
lated. All requirements of capital machinery exceeding Rs. 7.5 
'lakhs in value are also required to be advertised in the Indian Trade 
.. .Tournal· and before giving the· import clearance response from 1ndi-
genousmachine tool manufacturers to these advertisements is taken 
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into acCO'llM by the DGTD who have been instru~ to be more 
.rigorous in 'llie scrutiny of the import applications and not to clear 
import of equipment which with a little extra effort could be made 
.available from indigenous sources. Ministries, etc. have also been 
instructed not to make any commitments in regard to import of 

items of plant and machinery/equip~ent which could be procured 
from indigenous sources." 

5.33. The Committee observe from the table given in para 5.26 
that the progress as regards indigenisation lags far behind the tar-
I{ets. The Committee are therefore of the opinion that the pace of 
indi.renisation ~eeds acceleration. B.E.M.L. should spare no efforts 
to achieve a greater degree of indigenisation and the Committee ex-
pect that in coordination with other manufacturers of earth moving 
.equipment in the country it should be possible for D.E.M.L. to bring 
about further reduction in the imported contents. 

The Committee also urge the Government to keep special watch 
and to give timely help to the undertaking in intensifying efforts in 
utilising the spare capacity available in the existing Public Under-
-jakings. ~~. J: ;l"~:~ 

(F) 'Purchase of raw-materials 

5.34. B.E.M.L. has been experiencing some difficultIes in the 
procurement of some of the materials in sufficient quantities and in 
time required by it. Position in respect of some of these items is 
.as under:-

(a) Steel: All the requirements of steel for the Railcoach Divi-
sion are projected on an indent and sent to the Railway 
Board cell of Iron & Steel Controller located in Calcutta, 
who, in turn places the demand of BEML before the Joint 
Plant Committee (JPC) for planning the production of 
Steel items on various indigenous manufacturers of steel 
depending upon the availability of indigenous capacity at 
the time of placing such indent. The requirements of the 
Earth Mover Division are projected to- the JPC through 
the Defence Ministry. The JPC issues a Planning. Note 
on the Producers and sends a copy of ,the same to BEML 
for placing formal purchase orders. On receipt of formal 
Purchase Orders, the producer issue &lIe OrderslWork 
Orders on their ·.respecth'e Steel Plant and send a 
copy of the same to DEJa.. Due to limited capacity of 
manufacture and supply of steel-jtems to the required 
specification, priority is allotted by the Steel Priority 
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Committee (SPC). Depending upon the priority allotted! 
and the roUing programme,' the Steel Mills supply steel. 
to BEML. If the JPC finds that indigenous manufacturers 
cannot ~upply 'due to insufficient quantities, the JPC pass-
es the indent to the R~nway Board 'Cell of the Iron & Steel 
Controller, who recommends to the Railway' Board for 
import of such items. Copies of releases for import are: 
sent by the Railway Board Cell at Calcutta to BEML. 

/ 

In case of Earth Mover Division releases for import are re-
commended by SPC and made by the Ministry. Difficul-
ties:-Due to uncertain pattern of supplies (mainly due to 
uncertain labour conditions in the Eastern region) release 
for import sometimes gets delayed allowing very little 
time for imports which further depend upon availability 
of foreign exchange at that time. If no buffer stocks are 
held and if material is not available, shop loading pro-
gramme is affected. 

(b) Steel Forgings: Although orders are: placed on established' 
manufacturers of steel forgings w~l1 in advance, they are' 
sometimes not able to supply these forgings in time in 
view of the difficulties experienced by them in obtaining 
the required forging quality steel billets from the Steel 
Plants. They also depend' upon the SPC for anotment 
of priority for steel billets. The SPC gives preference to 
supply of steel billets to products which are exported. 
This upsets, sometimes, supply of forgings in time. 

(c) G.I. & Black Pipes: Although orders are placed on the' 
manufacturers of tubes and pipes well in advance, they 
have reported that there is a shortage of skelp, in the' 
country and whatever skelp is made available to them is' 
being used an Export Orders resulting in non-supply or' 
slow-supply of G.I. and Black Pipes to indigenous Engi-
neering Industries requiring these items. 

(d) Helical Springs: The manufacturers of Silicon spring rods, 
. have reported that they do not get required quota of sili-
con steelbiUetsfrom the Steel Plants resurting in shortage 
of silicon steel spring rod to the fitms woo coil springs. 
Consequently, we lclWebeen experiencing d'eray in supply 
of helieal ilt>rmgs from the manufacturers-. .,. 
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(e) Wheelsets: This is the only major Item which is being. 
imported by the RailcoachDivision. An experimental 
. order for development e.nd supply of Wheelsets of HSL, 
Durgapur for· 300 coaches (for one year's requirement) 
has been placed on 22.7.1968. So far, we have received 
Wheelsets for two coaches. Since there is insufficient 
capacity in the country for manufacture and supply ot 
Wheelsets required by the Railway Board and by the 
manufacturers of integral railcoaches, the Railway Board 
has been releasing foreign exchange for import of the 
same. 

(f) Stainless Steel Lavatory Fittings: Although orders have 
been placed in advance, the manufacturers have been com-
plaining that they are neither getting sufficient quota in 
time for import of stainless steel sheets nor have been 
getting stainless steel sheetsfrom Alloy Steel Plant, 
Durgapur in sufficient quantity in time. This.; in turn 
affects the supply of stainless steel lavatory fittings requir-
ed to be fitted into the Railcoaches. The Railcoach Divi-
sion has also placed an order on Alloy Steel Plant, Durga-
pur for Stainless Steel Sheets on 20.12.1969. Supplies are 
still awaited. In the meanwhile, the Railway Board has 
released foreign exchange for one year's requirement of 
stainless steel sheets to be imported from abroad. 

(g) Steel Castings: The Crawler Tractor production requires 
considerable amount of steel castings of intricate nature. 
Supplies have not been forthcoming in adequate quanti-
ties~ Non-supply or slow-supply does affect, at times, the 
scheduled programme. 

(h) Other bought out items: Other bought out items whict' 
are being procured from the Eastern Region depend Up017 
the availability of material with the manufacturers ana 
labour situation in that region. Non-supply or slow sup-
ply does affect, at times, the scheduled programme. 

5.35. In his address to / the 5th Annual General Meeting of the 
Share-holders, on the 29th September, 1969 the Chairman, of 
BEML had pointed out the. danger which had cropped up due to 
the shortage of essential raw materials like steel plates and special 
steels. 
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5.36. The· Committee desired to knoW' whether any concrete 

·efforts had been made to ensure a regular and sufficient flow of raw 
materials to enable the Company to adhere to its targets. In a 
·written note the Department of Defence Production have stated: 

"The company is given all assistance in the matter of follow 
up with the suppliers or concerned administrative 
Ministries of the Government as necessary." 

The Committee further desired to know whether the Company 
was confident to overcome the difficulty of shortage of raw 
materials and whether they proposed to revise the production 
targets? 

The Department of Defence Production in a written note nave 
stated: 

"It is difficult to make a forecast particularly as steel IS a 
major raw material for the industry. The production 
targets will have to be reviewed periodically." 

5.37. The Committee note from the above description. that the 
undertaking has been experiencing difficulties in procurement of 
various materials especially Steel Forgings, G. I. and Black Pipes, 
Helical Springs, Wheelsets, Steel Plates- and Special steels. The 
Committe hope that the position would ease as a result of the urgent 
action taken by the Government. The Committee recommend that 
all possible efforts should be made by the undertaking to ensure 
timely supplies of essential raw materials with a view to sustain its 
production programme and avoid gaps between the production 
targets and achievements which not only upset the time schedule of 
BEML but of all the undertakings that rely on BEML for their 
requirement of Heavy Earth Moving equipment. 

5.38. The Committee also note that there is bisufficient produc-
tion in the country of wheels and axles because of which the Rail-
way Board have to release foreign exchange for import of the same. 
The Committee would like to draw attention to the recommenda-
tions made in para 3.56 of their report on Hindustan Steel wherein 
they have pointed out that the production of the Wheel and Axle 
Plant in Durgapur in 1919-70 was as low as 15 per cent of the rated 
capacity. The Committee cannot too strongly urge thi, Govern-
ment to take coneerted measures to Improve the production of wheelS 
and axles at the Durgapur Plant so as to meet in full the require-
ments of wheel sets and axles for rolling stock manufactured in the 
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eoup.try and obviate the neeetlSity of import. Moreover, iDdiaenous 
supply of such parts will also ensure timely 5upply which is a very 
important factor. 

(G) Stock of Raw materials 

5.39. Ai; per Annual Report of BEML for the year 1969-70 the 
following figures indicate the value of raw materials and components 
with B.E.M.L. for the last three years. 

1967-68 

RS.323.10 
lakhs 

RS.374.53 
lakhs 

Rs. 6t15.79 
la:<hs 

It has been state.d that the stock of raw materials and components 
was equivalent to about 6.2 months CQllsumptionfor production 
requirements in 1969-70 as compared with 3.6 months in 1968-69 and 
4.2 months in 1967-68. 

5.40. The Committee recqmmend that the reasons for increase in 
the stock from a ratio of 3.6 months in 1968-69 to 6.2 months in 
1969-70 should be looked into and steps to bring down the ratio, 
consistent with the needs of production, deserve to be taken by 
H.E.M.L. ~ .:'1 e~l4'l~11\1 

(H) Sales and after-Sales Service 

5.41. BEML has direct responsibility for the Sales and After-
Sales-Service for W ABCO equipment. The task of providing Mter-
Sales-Services to the Komatsu fleet. manufactured and sold by 
nGOF under the earlier Collaboration Agreement with Mis. 
Komatsu is also of the Company. Although the Company has 
developed rapidly recently 'and is establishing its position as a 
major unit of the Earthmoving Industry of the country, competi-
tion with other Enterprises in the field including International 
Enterprises is becoming more severe. 

5.42. The aft)u'-sales-service as given by BEML . includes initial 
commissioning of the machines and subsequent periodical visits to 
the Projects by BEML service representatives during warranty and 
the life titp.e of the equipment. Immediately the machines are 
received at the customers' and, the service representative conunis-
sions the machines and imparts operation and maintenance trainiDf! 
to the customers. 
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BEML gives warranty for every machine for a minimum period 
of six months during which period it is the responsibility. of BEML 
to ensure the. equipment work to the complete satisfaction of the 
customers. This warranty service is cOJIlpletely free and any 
manufacturing defect noticed during this period' is repaired/replaced 
free of cost by BEML. In addition, BEML imparts complete train-
ing in operation and maintenance of the machine to the project staff. 

BEML have gone all out to major projects and have stationed at 
their expense their field engineers to assist the projects in the main-
tenance and operation of the equipment to ensure least down-time 
and maximum utilisatio.n of equipment supplied by BEML. 

BEML Service Engineers and service staff obtain a signed 
delivery report each time an equipment is delivered whereIn the 
customer certifies that the equipment are working to their satisfac-
tion. Even after the warranty is over, BEML Service representa-
tives keep visiting the Projects at intervals according to the popula-
tion of the machines working at the Project so that the entire 
overhaul and repairs are carried out under the guidance and 
supervision of BEML field engineers. This service is also given free 
of charge. 

To ensure, however, that both newly recruited service represen-
tatives and those of the customers are converflant with all the aspects 
of earthmoving eqUipment-both theoretical and practical-BEML 
have a training cell functioning under the. Commercial Division. 
The training is imparted by very experienced service personnel 
with the help of training aids like Wall-Charts, Slides, Films, etc. 
Periodically, BEML invite specially qualified and highly skilled per-
sonnel from Collaborators' Factories abroad, to conduct Training 
Classes for the benefit of customers' as well as BEML own service 
personnel so that they also are kept abreast of the latest technolo-
gical developments in the manufacturing process. 

During the Courses conducted for Komatsu, WABCO and Tigar, 
both by BEML 8S well as Collaborators' representatives, at KGF 
Works, demonstration facilities are also available in the Production 
line. Here, the trainees can take advantage of seeing for themselves 
various components of each assembly/sub-assembly. Apart from 
this, during the course of training,· components are dismantled and 
fe-assembled by the trainees themselves, which will give them ade-
quate practical knowledge of the e.quipmen.t in the field. 
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5.43. During the course of the evidence of the representatives of 

the Undertakings the Committee, asked whether the Company was 
directly responsible so far as their Sales and Service Agreement was 
concerned. The Managing Director replied that till June, 1967 Mis. 
William Jacks acted as their selling agents and that since June, 1967 
BEML had set up their own commercial organisation for sales and 
servicing. He further stated that they had Commercial Headquar-
ter in BlPlgalore and four Zonal Offices-Bombay, Delhi, Calcutta 
and Hyderabad. They were setting up District Offices and were also 
placing service teams for major projects with National Coal Deve-
lopment Corporation, National Mineral Development Corporation and 
Agro-Industries Corporation. The idea was that there should be 
service at the door for the major customers. 

5.44. The Managing Director further informed the Committee in 
response to a question whether there had been complaints from cus-
tomers regarding break down of equipment, the Managing Director 
admitted that there were some complaints. The,se complaints were 
usually about spare parts, which were not availaple and about the 
old equipment supplied. As regards servicing the machines which 
were in use in border areas by the armed forces, the Managing Dir-
'ector stated that they did initial service and servicing during the 
warrantee period. After warrantee period was over, it was the cus-
tomers responsibility to look after the equipme.nt. 

5.45. The total value of sales (including spares) during the last 
three years was as follows:-
-----------------_. 

Year 

1967-68 • 

1968-69 . 

1969-70 . 

Value in lakhs. 

Rs. 1,392'68 

Rt. 2,150'78 

R.s. 2,286' 21 

---------- -----, ----
5.46. The Committee note the steady increase in production and 

sales of the Company year by year. They also find that Zonal om· 
i:es have been set up at Bembay, ))elbi, Cakutta and RyderaJ.ad aM 
that service teams are placed for major Projects with N.C.D.C., 
N.M.D.C. and Agro-Industries Corporation. The Committee consider 
that it is only throup. eMdent after-Iales·service in the field that 
the Company can inspire conldeace m their produds and build up 
an assured and expanding market. 
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(I) Delivery Schedule of Earth Moving Equipment 

5.47. The Committee were infonned during ~dence that for 
agricultural purposes the BEML was manufacturing only 90 H.P. 
Tractors. All the others were used for major construction projects. 

5.48. With regard to customer composition the Managing Director 
stated: 

)'Army takes D-BO tractors and Motor Graders. They also 
evidence interest in the D-50 and D-120 Tractors. Recent-
ly they have asked for C-Scrapers. Our major customers 
are CWPC for irrigation projects. They take scrapers, 
tractors, dumpers etc. The N.M.D.C. and NCDC take our 
LW-35,etc. ' These are our major customers. I forgot 
Tigar 120-SK. There is a civil demand building for them." 

5.49. Asked how long will the Company take to execute an order 
for five tractors of 90 H.P., the Managing Director stated: 

"Our delivery period depends on the type of tractor. In case, 
of D-50, the position is fairly easy. For 90 H.P., it could 
be supplied within three to six months. If you ask for 
D-120, you have to wait for a year ........ D-BO and D-50 
tractors we, can give immediately. For D-120 and others 
the period of one and a half year may be taken. We shall 
try to produce more, if the demand goes up." 

5:50. The Committee are glad to note that the Company is in a 
position to deliver immediately on demand D·80 and D·50 tr.tors. 
They, however, feel that the delivery period of one and a half year 
in the case of D·120 tradors is Dither long. Since 0-120 tractors are 
required by the Army, the Committee emphasise the need to reduce 
to the minimum the time interval betw~ the bookin, of the order 
and delivery of 0-120 tractors. 

Delay in delivery of Dumpe'rs to Mis. Hindustan Steel Ltd. 

5.51. While examining the working of the MIs. Hindustan Steel 
Ltd., the Committee came accross a case of late delivery of dumpe.rs 
by BEML. 
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The H.S.L. in their written reply explained that one of the rea·-
sons for shortfall in production in Barsua Iron Ore Mines was non· 
availability of Dumpers. It was stated by HSL that timely action 
was taken to place orcft!rs for Dumpers in the year 1965.66 but these' 
were. received in the year 1969 only. This was mainly due to the' 
reason that initially the foreign exchange was not available and later' 
MIs. Bharat Earth Movers manufacturer of Dumpers took time for' 
delivery of the Dumpers. 

5.52. The matter was taken up with MIs. Bharat Earth Movers 
Limited and the position explained by them in this regard is as fol· 
lows:-

(a) Against the first order dated 3rd June, 1965 received from 
MIs. H.S.L. for the supply of one 35 ton dumper, delivery 
was effected in 1965 itself. 

(b) Against the second order dated 4th August, 1967 for the' 
supply of four 35 ton dumpers, scheduled to be supplied 
originally in July, 1968, but later amended to the end of' 
March, 1969, two dumpers were delivered on 30th January, 
1969 and two on 10th April, 1969. 

5.53. The change in the schedule of supply of four dumpers was 
stated to be due to the fact that-

(i) The foreign exchange for the import of CKDs for the above' 
four dumpers was released on 2nd August, 1967 stipulat-
ing that all payments and delivery should be completed by 
31st May, 1968. 

Since it was not possible to utilise import license worth Rs. 250 ' 
lakhs, import license for Rs. 100 lakhs was asked for in 
October, 1967. 

(ii) Order on MIs. WABCO was placed on 25th February, 1968 
indicating shipments to be completed by September, 1968. 

(iii) Meanwhile the balance foreign exchange was released on' 
28th February, 1968 whtfu a letter of Credit was opened. 

(iv) All the four units were received by 28th August, 1968 but 
wheels of two units and one Generator missing were re-
ceived in October, 1968. 

5.M. The Committee note that there was lack of p1aDIDinl' in 
arranging' timely import of the various items mentioned in the pre .. -
~eding paras. Although the foreign exchange for the purpose welf-
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released as early as August, 1967, the import of all the required items 
(including missing parts) was actually completed in October, 1918 
resulting in abnormal delay in supply of Dumpers to MIs. Hindus-
tan Steel Limited. The Committee feel that timely action should 
have been taken to ensure replacement of the missing parts viz. Gene-
rator & Wheels by the collaborators. / 

5.55. The Committee also recommend that special care should be 
taken by BEML and other public enterprises in supplying capital 
equipments other Public Undertakings so as to avoid any adverse 
eftect on the production programme of the Public Undertakings 
which have to depend on other Undertakings for supply of capital 

. equipment. ' 1 . 
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PRICING POLICY 

The Committee have been informed that while fixing sale price 
for various items of equipment, due importance is assigned by BEML 
not only to estimate.cl cost of production, but also to the various 
~ommercial aspects involved viz. the competitiveness of BEML's 
prices in respect of each equipment and various other constraints 
imposed by the market situation from time to time. The position 
varies from time to time and from market to market. While recog-
nising this hard fact that the pricing policy cannot be rigid and has 
to be flexible to suit rapidly changing market conditions, the Com-
pany is stat!,!d to have. kept in view the objective that the operations 
()f the Company should, on an overall basis, yield a fair return con-
sistent with the capital employed. The working results of the Com-
pany would indicate that the Company had been getting on an 
.average a ne.t return of about 6.5 per cent to 9.5 per cent over the 
past few years. 

It has been stated that the Earthmover Project is still in its initial 
stages of establishment and a large number of parts are at present 
being bought out in view of the fact that full facilities for manufac-
ture have not been established in the factory. The question of com-
paring the price of the products with the landed cost of similar pro-
<lucts would, therefore, arise only in the case of Railcoach Division 
where the sale price of the railcoaches was lower than the landed 
~ost of equivalent MAN coaches. 

6.2. Asked by the Comptroller and Auditor General during the 
-evidence whether they had any definite pricing policy, the Manag-
'lng Director of BEML stated: 

"We are at the present moment in the competitive market and 
by and large OUr prices are guided by market conditions 
and we try to ensure that our prices are as competitive 
as possible. Based on that particular policy we quote 
firm prices and these are examined by the user concerned 
and then we come to an agreement with them for a rea-
sonable price. So far we had no major difficulty." 

59 
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6.3. In reply to a question whether BEML were thinking to re-
duce the price of the tractors, the Managing Director stated:-

"We are actually looking at the normal market rates and we: 
try to ensure that the prices We offer are reasonable. 
Based on the reasonable price, we keep the balance. The 
only thing that we have to remember is that as we indi-
genise, there is a tendency at the initial stage for the costs 
to go up a little, we may not be able to do any sizeable 
reduction in the next year or two, but once the indigeni-
sation manufacture is established, we may be able to 
think of reduction." 

6.4. It has been stated in a written note that with the overall 
facilities being established for the manufacture of several products 
at Bharat Earth Movers Ltd., it should be possible for the Company 
to produce tractors on competitive prices. 

Costing !lystem 

6.5. Asked whether their pricing formula was based on 'cost plus~ 
or some other system, the Secretary Department of Defence Produc-
tion stated:-

"They have a formula in which, whatever goes in dividends, 
whatever goes in income tax, depreciation funds, bonus 
to workers and this and that-all this is accounted for in 
the production figures and then they divide it and fix the 
prices of individual items. Of course, competitiveness in 
the market, is also one of the factors they keep in mind.,.· 

6.6. The witness agreed with the idea that 'cost plus' pricing for-
mula was not very helpful so far as production was concerned. He 
added that there was another formula of 'fixed price contract' al-
ready in existence and that the Company was trying to switch over 
to this 'fixed price contract' system which has generally been ac-
cepted. 

6.7. The Committee are surprised to note that the Company has 
Dot developed any cost control scheme So far, with the result that 
DO systematic and unifonn pricing policy is being followed with re-
gard to its products. The Committee are of the view that in the ab-
sence of a satisfactory cost control scheme, it would hardly be pos-
sible for the BEML to keep an eye on the trends of cost of produc-
tion and to take timely remedial measures. They recommend that 
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BEML should take suitable steps to develop cost consciousness at 
various levels of management, keeping in view the instructions issued 
by Government from time to time for achieving efficiency, cost re-
duction and profitability. 

6.8. The Committee consider that as most of the equipment and 
machinery are being produced by BEML with foreign collaboration, 
every effort should be made by the Undertaking to ensure that the 
cost of manufacture in India is kept as near as possible to that 011-
taining in the collaborator's own country. In fact, as latest type of 
equipment and machinery are being installed for manufacture, there 
is no reaso.n why our cost should not even be lower than that ob .. 
taining in the collaborator country. The Committee are, therefore, 
not convinced with the Gover~ment's reply that the question of 
comparing the prices would arise only after the full facilities for 
manufacture have been established in the country. They consider 
that such a study should be continuously made as a part of the effort 
to control and reduce the cost of manufacture. 

Now that the Bharat Earth Movers are going in for manufacture 
of agricultural equipment like tractors, the Committee would like 
the Undertaking to make special efforts to see that the cost of manu-
facture is kept at most competitive rate in omer to encourage the 
use of machinery in this basic sector of our economy. 



.... VB 
FINANCIAL MATTERS 

(A) Capital Structure 

The Table below summarises the financial position of the Com-
pany under broad headings for the last three years: 

(Rs. in lakhs ) 

1967-68 1968-69 1969-70 

Uabllities: 

(a) Paid-up Capital . 899'80 899'80 n89'80 

(b) Reaerve8lnd Surplus, 145'72 237'59 406'49 
(c) (i) Loans from the Government orrndia 150'00 475'00 475'00 

(ii) Deferred Credits. , 277'29 246'66 217' 19 

(d) Trade duel and other current liabilities 
(including provisions) 941'46 1028'26 1356'15 

TOTAL 2414'27 2887'31 3644'63 

Assets: 

(e) Gress Block 5II' 55 758'71 1046'62 

(f) Less Dcpreciation,' 74'96 106'39 163'03 

(g) Net fixed uleta. 436'59 652'32 883'59 

(h) Capital worlts-in-progress (iDcluding 
machinery and equipment in tranait) 57'47 84'88 139'86 

(I) Invc8tments (Gratutity Fund) 9'30 14'36 19'97 

(j) Current Assets, Loan and advances. 1824'46 2II2'93 2599'26 

(It) Miscellaneous expenditure:. 86'45 22'82 1'95 

TOTAL 2414'27 2887'31 3644'63 
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7.2. The debt equity ratio for the Company was approximately 
0.6: 1 in 1969-70 as against 0.8: 1 in 1968-69 and 0.5: 1 i~ 1967-~. 

(B) Financial Results 

7.3. The. turn-over of the Company for the year 1969-70., was 
Rs. 22.86 crores as against Rs. 21.50 crores in tbe previous year .. The 
gross profit before tax amounted to Rs. 386.59 lakbs and the net profit 
after provision fOf taxation and including the carry-overfrorn tbe 
previous year's balance aggregated Rs. 204.68 lakbs. Tbe financial 
results of the Company are mentioned below:-

---------- .. -.--.---... ~-----

Gros, Profit of . 
Provision for Taxation 

Net profit after Taxation. 

Which after adding the amount brought forward from 
last year's account of 

AmoWltsto 

Out of which the Directors recommend: ., 

(i) Dividend ~ % on the paid up C~itaJ of Rs. 
1,189' 80 s. • . • . . 

(ii) General Reserve 

(iii) Plant Rehabilitation Reserve. 

(iv) Development Rebate Reserve 

(v) Research and Development Reserve 

(vi) Reserve for Price Fluctuations and Development 
of Overeeas Markets. . . . . . 

Leaving a balance of to be carried forward to next year'. 
Account. 

I 96p-70 Previous 

Rs. 

2,96,S8,9a2 

~,oo,ooo 

2,04,58,922 

9,220 

2,04/68.1.42 

35,li9,4OO 

62,00,000 

.1Q,oo~000 

61p>,OOO' 

20,00,000 

15,00,000 

98,142 

year 
.1968-69 

Ra. 
2.0$,86,921'. ' . 

90,00,000 

1,18,86,921 

51,693 

1,19138,620 

26,99.400 

20,00,000 

2,48,0.1 

:44081.959 

15,00,000 

: JO,oo,Coo 

9,220 

" 

----------------- ---.--.-.- --_._---
7.4. The working capital (current assets, loans ·and. advances ex-

cluding interest accrued on gratuity fund investments less trade dues 
and current liabilities excluding provision for gratuity) of the com-
pany at the close of three years ending 31st March, 1970 amounted 



to Rs. 898.69 lakhs, Rs. 1,106.41 lakhs and Rs. 1,272.03 lakhs respecM 
tively and represented 8.3, 6.9 and 7.3 months value of production 
at cost (excluding depreciation) during these years. The' working 
capital as on 31st March, 1970, was financed through deferred credit 
(Rs. 217.19 lakhs) share capital and loans (Rs. 487.27 lakhs) and 
internal resources (Rs. 567.57 lakhs). 

7~5. It has been stated in the Director's Report for the year 1969M 
70 that the Company has been ranked third as on 31st March, 1969 
in the country's Public Sector Undertakings. With regard to growth 
in internal resources the Company which came into existence in 
May, 1964 has in about six years of existence been able to generate 
internal resources to the tune of about Rs. 5.68 crores including 
depreciation. 

7.6. The Committee note that there has been an over all improve-
ment in the financial affairs of the undertaking in 1969-70 compared 
to the previous year 1968·69. Gross profit before tax as well as net 
profit after provision for taxation in 1969·70 has been on the increase. 
Moreover the undertaking has been able to generate internal resour-
ces to the tune of Rs. 5.68 crores i~ about six years of its coming 
into existence. The Committee hope that the undertaking would 
Dot only be able to maintain the present trend of its profitability 
and generation of internal resources, but would also be able to further 
improve on it. 

7.7. As urged by the Committee elsewhere in the Report, Gov-
ernment/Undertaklng should spare no efforts to reduce the price 
of equipment and machinery particularly of tractors so that the full 
beneftt of efficient production is shared by the economy as a whole. 

(C) Sundry Debtors 

7.8. The following table indicates the volume of book debts and 
sales for the last three years: 

As on 

31st March, 1968 

3ISt March, 1969 

3ut March, 1970 • 

--~-.------

(Rs. in lakhs ) 

Total Book debts 
Sales 

Considered Considered 
good doubtful 

211'23 0' 44 1,392' 68 

0'44 2,rso'78 

4'08 2,286'21 

Percentage 
ofdehtors 

to sales 

15'2 

20'S 
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The sundry debtors represented 2.6 months turnover in 1969-70 

a~ compared with 2.5 months during 1968-69 and 1.8 months in 1967~ 
1>8. ' 

7.9. Amounts outstanding from eultomers: The amounts outstand-
ing from customers as on 31-12-1969 are indicated below: 

Relating to S ales during the period 

'Prior to 1969-70 

During 1969-70 

TOTAL • 

(Ra. in laltha ) 

Amount outstanding' , 

Railcoach Earth 
Dlvn. Mover 

Divn. 

99'SI 68'II 

62'04 13o'14 

The break down of the amounts outstandinjr for more than sixmonths from aome 
of.the major customeR out of the amounts indicated above is given below customer-
'WIse :_ 

Name of the Customer 

,Railcoach DifJision : 

Railway Board 

.Barth Mover Divisions : 

E-in-C 

DGBR 

Ubi Project. • 

N.C.D.C. 

Maharaahtra Government 

PAO 

(RI. in lakha). 

6-12 months More 
than 12 
montha 

62'02 4°'76 

0'89 II '93 

6'23 S'93 

4'S8 

9'33 

S'3a 

5,66 7'06 
Not,: Alainet the above outstandings, the following amount. have been rea1iled 

.. 0(31-1-1970:-

~RaUcolCh Division . 

Earth Mover Diriaion 

RI. 3S'70 lakhs. 

RI. 31'09 lakhl. 
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7.10. Asked if the percentage of debtors to sales were not on the 

high side, it was admitted by BEML in a written reply that it was 
a little high and the efforts were being made to reduce it as much 
as possible. 

7.11. The Committee are unbappy to note the increase in percen-
tage of debtors to sales during the last three years. They have alsO' 
noted with concern that there has been considerable incrense in the 
Book Debts of BEML (as on 31st March, 1970) which were consider-
ed doubtful. Moreover, the Committee note with regret that most 
of the outstanding dues are against Government Deptts./Railways/ 
Public Undertakings. Such large outstanding have the effect of 
reducing the profitability of the undertaking by straining its resourc-
es to meet the requirements of working capital. The Committee 
would ')ike Government to issue general directions that Government 
Departments/Railways/Public Undertakings should accord high prio-
rity to settling of bills and effecting payment for machinery. equip-
ment and goods received by them from public undertakings. The 
Committee would like to be informed of the instructions issued' and 
follow up action taken to achieve this objective. 



VIII 

RESEARCH AND DEVELOPMENT 

(Aj Details of Researeh and Development programme 

With a view to keeping abreast with the changing pattern oC 
Customer preferences and latest developments in the Earthmoving 
equipment, the Company has set up a nuc\eus Research and Deve-
lopment Division. The main objectives are to develop new equip-
ment based on customer requirements as well as improving models 
of equipment under production. Another object ef Research and' 
Development Division is to assist the fatcory in rapidly indigenising 
the manufacture of all components. The Research and Development 
Division has already taken up indigenisa~ion of the sophisticated' 
major assemblies like Engine, Transmission, Clutch, Hydraulics and 
product improvement like development of power shifts and attach-
ments. 

8.2. As re~ards the Research and Development programme, the' 
Managing Director BEML stated during evidence: 

"Large amounts are required for Research and Development 
for the Earth Mover Industry because customer's prefer-
ence changes and the requirement changes. So, all Earth 
Mover Industries all over the world spend large amount 
of money on Research and Development-4 to 5 per cent 
of the total sales' value. We started our Research and 
Development Organisation last year. We are still depen-
dent on the collaborators to keep us up-to-date regarding 
all the techniques. We will have to stand on our own 
feet. For that, we are building a Research and Develop-, 
ment Fund now." 

8.3. It has been stated in a written note that "the main objectives 
behind the creation of R. & D. Fund was to set up a R.&D. Division 
to undertake design and development of new equipment as well as 
improved models of equipment under production, to de'Velop indi-
genous assemblies/components for which no drawings/specifications 
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are available, to carry out laboratory and field trials for new equip-
ment/assemblies, to a&sess their performance and suitability, to 
investigate defects on parts/assemblies and to organise technical 
information pertaining to earthmoving equipment." 

8.4. Asked how has the amount of Rs. 15 lakhs earmarked in the 
year 1968-69 for the purpose of Research and Development Fund 
been utilised and with what results, the Secretary, Department of 
Defence Production stated during evidence that:-

"As a matter of policy a company does earmark funds for 
research and development and for market fluctuations, and 
they have done this to the tune of Rs. 15 lakhs--Not 
much has been utilised so far. They are as yet formulat-
ing their schemes and as and when there is more accrual 
of funds under this head they will take up the problems 
in research and development." 

8.5. As per Annual Report of BEML for the year 1969-70 the 
. 'Research and Development Reserve' of the company as at 31st March, 
1970 was Rs. 45,50,000/-. 

8.6. Researcb and Development activity is vital to the growtb of 
modern industries and enable enterprises to explore and develop 
newer and better products and processes. They are a continuing 
activity and help to create a new basis for technology. The Com-
mittee are unhappy to note tbat the Company have not yet formulat-
ed their schemes for effective utilisation of the funds eannarked 
'for Research and Development. The Committee feel that main ob-
. jeciives behind the creation of Research and Development Fund and 
setting up of Research and Development Division are to develop ne\v 
equipment based on customer requirements and improving existinll 
models of· equipment under production. Apart from this, another 
impqrtant objective of Research and Development Division is to 
assist the company in rapidly indigenising the manufacture of all 
components and thereby increase productivity with particular refer-
ence ~o cost reduction. The Committee strongly recommend tbat 
the undertaking should formulate research schemes with the specific 
purpose of achieving the objectives for which the Research and 
Development Fund has been created including the Scheme to rapidly 
indigenise the manufacture of components. 
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(B) Demand Survey 

8.7. The Committee desired to know the machinery for conduct-
ing Demand Survey so as to make sure that products would meet 
the requirements and that the demand for new products would be 
.indentifted well in advance so as to develop the requisite production 
capacity in time. In a written note the Government have stated:-

"We generally go by the projections given by our major Users 
like Defence, Border Roads, Cl:mtral Water Power Com-
mission, National Coal Development Corporation, Natio-
nal Mineral Development Corporation etc. In addition 
there are series of reviews made mainly for plan purposes 
and projections given by our main Users which give us 
the requirements as far as we are concerned. The latest 
study was done by a team constituted by the Industrial 
Development Ministry in 1968 for the Fourth Plan. The 
tearn's report is our guideline for the present. When we 
wanted to diversify for the LW 25 or LW 50 dumpers, we 
consulted our major users as to what their likely demand 
would be for a certain number of years. Their demand 
pattern dictated our manufacturing programme. 

8.B. Asked whether any 'market survey' had been conducted for 
their products. The Managing Director of BEML stated that "The 
latest survey was done for L W 50 and 25 and also for a Loader and 
the picture that we got was that L W 50 was required by NMDC. 

'The requirement for LW 25 was for small numbers and there was no 
immediate requirement for the other types. Based on that we draw 
our programme." 

8.9. Asked whether possibilities have been explored to develop 
the foreign market, the witness stated:-

"We are exploring, but it may take sometime to develop our 
foreign market. Now Nepal is what we are considering 
immediately. There is a foreign aid programme. We are 
also considering Ceylon and the Middle East on that prio-
rity. We are not thinking of going further a field because 
competition would be keen and transport charges will be 
more. So, we are not concentrating beyond Nepal at the 
present moment. I would like to emphasise that our fac-
tory is in the formulative stage and we naturally cannot 
export anything which has not got a maior indigenous 
content. We are exporting only the things which have 
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50 per cent or over indigenous content. But, by the time 
we develop the market for this, we may be able to reach 
the necessary indigenous content for export." 

8.10. Asked how much time was required to export their products 
the witness stated that "It is very difficult to make a guess. I would 
say that we would be able to export betwee~ two and three years' 
time. We are trying to bring it down to one year or so. I think 
two to three years' period is a reasonable time." 

8.11. The Committee note that latest demand survey. was conduct-
ed by a team constituted by the Ministry of Industrial Development 
jn 1968 for the Fourth P~an, which continue to be the guide-line 
for the Company even at present. The Committee are of the view 
that apart from long term survey such as the one conducted in 1965 
for the Fourth Plan, the Undertaking should carry out annual sur-
veys with reference to jts specific products with a view to under-
take production programme based on realistic assessment of demand 
of the major customers taking into account possible fluctuations of 
demand. 

(C) Training Scheme 

8.12. A Training Scheme was started by BEML in the year 1964. 
Thirty two Junior trainet!s and five Senior trainees were recruited' 
during 1964-65. They underwent inplant training for a period of 
one year. These personnel were earmarked for manning the various 
positions in the Heavy Earth Moving Equipment Project. 

8.13. The Company commenced training under the Apprentices 
Act with effect from July, 1965. Arrangements were made with the-
Technical Training Institute of H.A.L. to impart training to these-
apprentices. -

8.14. During the year 1965-66 and 1966-67, a batch of 89 and 50' 
apprentic.es respectively were selected and put under training under 
the Apprentices Act. These apprentices underwent training in the 
HAL Training Institute under an agreement arrived at between the-
H.A.L. and B.E.M.L. 

8.15. In reply to a question whether they had got any inplant 
scheme for imparting training to their workers so that the workers 
could improve their skills, the Managing Director, B.E.M.L. explain-
ed during evidence:-

"We have got at present an Apprentice Training Centre, and 'it' 
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is working now. In addition, for those workers who show 
special skills, we try to give them training and even send 
them to factories, outside like the Hindustan Machine 
Tools on deputation and get them back again. We also 
send the slightly senior people the middle piece manage-
ment-overseas for getting the latest techniques from our 
collaborators. " 

8.16. Asked whether the provision for training of the personnel 
was a part of the Collaboration Agreement with Komatsu, the 
Managing Director of BEML stated:-

"A part of the Agreement. And they have given all the faci-
lities in both the places. Even Yugoslavia have extended 
help to us. We are sending people for short training for 
familiarisation with difficult portions which have not been 
indigenised in India at present." 

8.17. The Committee were informed that a few persons from 
their staff were also sent on training for about two to three months 
who were given specific tasks of indigenising a particular part. 

9.18. In a written note BEML have stated that Shop floor train-
ing is given for newly appointed workers and those who show apti-
tude for more skilful work are trained in BEML and outside. Ser-
vice personnel are given special training through special training 
,courses. 

8.19. The Committee note that BEML arrange in plant training, 
apprenticeship training and shop floor training, etc, at BEML and at 
the H.A.L. Training Institute. The Committee, recommend that 
intensified and specialised tra!ning schemes may be launched with a 
view to achieve cent-per-cent Indianisation of technical personnel as 
-quickly as possible. 

8.Z0.The Committee also recommend drawing up of refresher cour-
ses for the various grades of technical personnel employed in order 
.to ensure maintenance of high standards of skills and performance. 



IX 

ORGANISATION AND PERSONNEL MATTERS 

(A) Organisation 

(a) Principal Functionaries 

Bharat Earth Movers Ltd. was inaugurated on 11th May, 1964. It 
is engaged in the manufacture of heavy earth-moving equipment and 
railcoaches. It has got the following two units':-

'(i) Rail-Coach Division; and 

(ii) Earth Mover Division 

9.2. The Company has got at its Headquarters a Chairman/Board' 
of Directors/Managing Director, supported by the General Manager, 
Rail Coach Division, General Manager, Earth Mover Division, General 
Manager, Commercial Division, Financial Controller, Chief Engineer, 
Chief Controller of Research & Development, Chief Administrati~ 
Officer, Secretary, Legal Adviser and a large number of Technical 
Officers whose list is contained in five charts reproduced at Appen-
dices I to V. The Earthmoving equipment factory has its General 
Manager, staff and factory located at Kolar Gold Fields. 

(i) Chairman/Managing Director 

9.3. Under Article 107 of the Articles of Association of the Com-
pany, President may, from time to time:-

(i) appoint one or more of the Directors to the office of the 
Chairman and the Board of Directors ,or Managing Director, 
or Managing Directors of the Company for such time and 
on such remuneration as he may think fit and may, from 
time to time, remove, or dismiss him or them from service 
and appoint another, or others in his or their place or places. 
Any such Director appointed to any such office shall, if he 
ceased to hold the office of the Director from any cause, 
ipso facto, and immediately ceases to be Chairman/Manag-
ing Director, as the case may be; 
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appoint the General Manager for each of the constituent 
units/divisions of the Company, for such t&m. and on 6uch 
remuneration as he may thinkfi,t a'nd may;.1!om time J.p 
time, remove him from office' and appotnt another in his 
place. . . ' ." . . 

Provided that the ~ppointment or removal, as the case may be, 
of the General ~anager, shall be made .in consultation with 
the Board; 

(iii) entrust to and confer upon the Chairman, Managing 
Di:t;ector(s) General Manager(s), for the time being such 
of the powers exercisable under these Articles by the Dir-
ectors as he may think fit and may confer such powers for 
such time and to be exercised for such objects and purposes 
and upon such terms and conditions and with such restric-
tions as he may think expedient and he may confer such 
powers either collaterally with or to the exclusion of and 
in substitution for all or any of the powers of the Directors 
in that behalf and may from time to time, revoke, with-
draw, alter or vary all or any such po~rs. 

9.4. At present, the Company has' a Chairman, who is part-time. 
He presides over the meetings of the Board of Directors and gives 
necessary guidance and advice, but he has no direct executive func-
tion. The Company has also a Managing Director. He is the Chief 
Executive of the Company responsible for the implementation. He is 
directly responsible to the Board of Directors. 

The Board of Directors have been from time to time reviewing the 
delegation of powers to the Managing Director and other officers and 
has been delegating the powers of the Board of Directors to the' 
Managing Director and other Officers of the Company. Thus the 
Managing Director amongst others, has been delegated certaJn Execu-
tive powers by the Board of Directors. 

9.5. Under the Article 159 of the Articles of Association of the 
Company, the President may, from time to time, issue su('h directions, 
as he may consider necessary in regard to the exercise and perfor-
mance of the functions of the Company in matters involving national 
security or substantial public interest, and in like manner may vary 
and annul any such directions. The Directors shall duly comply with 
and give immediate effect to the directions so issued. 
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8.6. The Commttee find that Bharat Earth Movers Ltd., have got 
.8 part-time Chairman and a full·time Managin& Director. In their 
..Report on Public Sector Undertakines, the Administrative Reforms 
Commission had recommended that a Board of Management of the 
Public Sector Corporations should have a full· time Chairman-cum~ 
Managing Director. Government considered their recommendation 
.and took a decision that as a rule there should be full·time Chair • 
. man·cum~Managing Director and in exceptional cases where the 
Chairman might be only a part~time one, there should be a full. time 
Managing Director. The Committee fail to understand why an 
exception was made in this particular case. The Committee desire 
,that Government would examine the possibility of combining the 
-posts of Chairman and Managing Director in Bhart Earth Movers 
Ltd., in the light of their own decision. 

9.7. Article 95 of the Articles of Association of the Company 
provides that "subject to the provisions of Section 252 of the Act, the 
.President shall, from time to time, determine in writing the number 
~f Directors of the Company which, however, shall not be less than 
two and not more than twelve," The Directors shall not be required 
to hold any qualification shares. 

. 
The Board of Directors of the Company at present consists of 

.twelve members' including the Chairman and the Managing Director. 

(ii) Financial Director 

9.B. There is no Financial Director as such on the Board of Directors 
of BEML. However, there is a representative 01 the Ministry of 
Finance (Defence) (of the rank of Additional F.A.) as a Director of 
the Company. 

'(iii) Director representing the Administrative Ministry. 

9.9. Joint Secretary, incharge of BEML in the Department of De· 
fence Production, represents the Ministry on the Board of Directors 

, ~f the Company. 

The presence of such Directors facilitate the exchange of ideas and 
'thoughts between Government and the Company through informal 
.channels' and helps to speed up decisions in matters which must come 
to Government. While the autonomy of the Company is respected, it 
Is desireble that the Government through its representatives should 
-apart from receiving the annual reports of the Company have intimate 
knowledge of the working of the company. 
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For e&.ruring the accountability of Government to parliament and 
realising the position of the Government as the dispenser of public 
funds, the overall responsibility of Government is to a:chieve the 
objectiws underlying the formation of the company and to ensure 
that corrective action is taken in time when the aJIairs of an under-
taking are tending to go wrong. Besides, the Officials/Directors keep 
the Government apprised of the periodic assessment of the perfor-
ments/or problems. 

No formal reports have however, submitted in the recent past, but 
Government have otherwise been kept informed of major develop-
ments/or problems. 

(b) Other Functionaries 

(i) Financial Controller 

9.10. The Finance Division of the Company is organised taking into 
account the activities of the two Production Pivisions' and one 
Commercial Division. The Division is headed by Financial Controller 
and as his representatives in the three Divisions, three Accounts 
Managers are also detailed. 

The Finance Department is responsible for Finance. Accounts 
and Internal Audit Departments. As Financial Adviser he renders 
advice to the Managing Director on all financial aspects: 

The Finance Department is reS'pOnsible for:-

(i) Preparation of Annual Accounts, Audit of Accounts by 
Government Audit and statutory Audit. 

(if) Preparation of budget for presentation to Directors and en-
suring. budgetary control and cost control. 

(iii) Preparation of Financial review periodically for presenta-
tion to directors and to the Ministry. 

(iv) As the Head of Internal Audit Department, the Financial 
Controller exercises control to ensure adherence to rules, 
proced1.U:'efJ and delegation of powers, c!eals with all foreign 
exchange matters. 

(v) Renders financial advice to Divisional Heads. 

(vi) Reviews periodically the progress of activities of all the 
departments under the charge of Financial Controller. 

2043 (Aii) LS-6. 
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The Internal Audit Department is directly responsible to the 
Financial Controller and thus he watches the COlTect adherence 
to rules, procedures etc. 

The Financial Controller has in addition another responsibility to 
the Board of Directors. He attends all Board meetings by invitation 
and is available for consultation by the Board on all matters affecting 
Finance. It is also customary, the Financial Controller co-ordinates 
all agenda notes going to the Board of Directors. He has also the 
liberty to express his views to the Board of Directors even where 
the Managing Director disagree with the Financial Controller. 

9.11. Internp.l Audit. Till September, 1969,. the Internal Audit 
functions were carried out on "Pre-audit" basis. The Audit Manual 
was reviewed by the Management and revised to suit the require-
ment according to which monthly post audit of accounting docu-
ments, payments etc., is carried out, confihing pre-audit to certain 
important aspects like Works Contract, Royalties, Technical Assistance 
fee, Sales Tax, Income Tax and settlements of accounts of emplo~es 
whose services are terminated, gratuity and Provident Fund. The 
Purchase Orders 'and the Works Contract issued are also subject to 
Post-audit either 100 per cent or at fixed percentages depending on the 
values. 

(ii) General Managers (Rail Coach Division and Eprth Mover Divi-
sion) 

9.12. The Production Department are separately organised for 
the two Production Units of BEML, the Rail Coach Division and 
Earth Mover Division. 

Both the General Managers are in charge of the respective units 
namely Rail Coach Division and Earth Mover Division. They are 
assisted in .their duties by Factory Managers, Chief Inspector, Pur-
chase Manager, Accounts Manager, Assistant Personnel Manager, 
Store Manager etc., a detailed list of who'm is contained in Appen-
dices III & IV. 

The Production Engineering Departments in these two divisions 
are responsible for: 

(i) The technical control and administration of Planning, 
Programme and controllilng the manufacture of the pro-
ducts in required quantities, at the required time by the 

best economic and practical methods; 
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(ii) The preparation of Master Target Prugramme to meet the 
customers' requirements, and compilation of production-
budget project-wise. 

(iii) Preparation of Annual Budget in relation to the Master 
Target Programme covering~. The Machinery Equipment. 
Tools, Labour and Materials. 

(iv) Establishing ways and means for supply of manufacturing 
techniques and facilities; operation time, despatch and 
follow-up during operation, in a most rational and scientific 
method. 

(v) Overall Control of Methods, Tools Design, Tool Planning, 
Work Order Control and raisi'ng of Capital Appropriation 
Requests. 

(vi) Holding periodical review meetings to record progress of 
procurement of tools, materials, machinery and eqUipment, 
utilisation of foreign exchange, implementation of decisions 
of Technical Committee and review of rejected/re work 
stores and components. 

It has been stated that BEML is sending monthly progress Report 
to the Ministry of Defence. The monthly progress and Performance 
Reports submitted by the Company are utilised for preparing quar-
terly assessment report regarding progress and performance of the 
company for the information of the Secretary and for transmission to 
the Bureau of Public Enterprises who also make a periodic assess-
ment of the performance and progreS8 of individaul puWic undertak-
ings. The monthly progress and periorma'Dce re,ports also serve to 
bring to the notice af Government any serious bottle-neeks in achiev-
ing the targets on which assistance or remedial action by tl)e adminis-
trative Ministry could be of help. 

(iii) General Manager (Comme-rcial) 

9.13. He is incharge of the commercial, namely, the sales activi-
ties of the undertaking. He is assisted by Sales Manager, four Zonal 
Managers, Public Relations Officer, etc., in the discharge of his duties 
in the organisation of the undertaking. The Organisation Chart of 
this Division is contained in Appendix V. 

The total number of technical personnel employed at present in 
BEML Service orga'nisation is 115. At present, they are posted in the 
four zonal offices located at New Delhi, Hyderabad, Calcutta, and 
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Bombay. In order to' give further effective after-sales service to the 
equipment, arrangements have already been made for setting up 
~ffices with service personnel in other places in due course. 

In addition to this, service personnel are located permanently in 
various projects, such as Beas, Ramaganga, different branches of 
NMDC and NCDC, UKAI, etc. to give efficient and satisfactory after-
sales service to the fleet owners. 

(iv) Industrial Relations Manager 

9.14. One post of Industrial Relati!1.ns Manager in the grade of 
Rs. 1,150-1,500 has been created at for the headquarters. His func-
tions and duties and responsibilities are as follows:-

(i) to advise the management on trade union matters and en-
sure ade.quate implementation of management's policies in 
regard to labour. 

(ii) Maintain and improve cordial relations between manage-
ment and l~bour. 

(iii) To implement and secure implementation of labour laws, 
to develop and successfully work to joint consultative 
machinery, to advise and successfully work on various wel-
fare measures and manage liaison with other industrial 
organisations and Governmental agencies/departments in 
the successful discharge of above duties and responsibili-

, ties. 

9.15. The Committee note with satishdi~ the importance given 
to the. impnwement of iadustrial relations in the undertaking and 
the creatiOll of the post of Industrial Relations Manager is a step in 
tbat directiq. They hope that person appoi,nted to this new post 
will justifJ the purpose for which he has been appointed. 

(c) Foreign Personnel 

9.16. The Company has secured the services of a technician from 
MIs. Le-Toumeau Westing house Company under the Conaboration 
Agreement for assistance in planning of project. 

9.17. In reply to Unstarred Question No. 2271 on 27th November, 
1968, the Minister of Defence Production stated in Lok Sabha: 

"No fqr~ign expert has been engaged in the Railcoach Division. 
Only one foreign technician from USA, namely, Mr. Charles 
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Apacki, is at present engaged in the E~rth ¥over Division 
ro'r rendering technical assistance in the produCtion of 
Heavy Earth Moving Equipment. The annual cost of main-
taining this technician is Rs. 60,000 approximately." 

9.18. As per Annual Report of the Company for the year 1968-69, 
the tenure of the foreign technician which was initially fora period 
of one year, had been extended by another two years as his stay was 
found to be very useful for the Company. 

9.19. In the course of evidence in August, 1970, the Managing Dir-
ector, BEML stated: 

ClAt present they had only one with them from MIs. WABCO. 
He is an American. The foreign technician was required 
n_ow as the Company was going in for indigenous content 
of 85 per cent by next year. Last year it was. 30 per cent. 
This year it was 60 per cent. So, this Was a critical period 
when foreign technician was most needed." 

The Managing Director, BEML also added: 

"We get the Japanese technicians for three months. We get 
the Komatsu man occasionally for a particular job to help 
in expertise. He comes and helps and goes back. We do 
not have any Japanese technician on a permanent basis." 

9.20. The Committee note that the term of the foreign technician 
from USA had to be extended by two years as he is now found very 
helpful for purposes of indigenisation. The Committee hope that the 
Company will now be able to utilise fully the sen ices of this techni-
cian and would di5(!ounge the retention of foreign tct'hnieians un-
less absolutely justifiable. 

B. Personnel Matters 

(a) Personnel Departments 
9.21. Separate PersonnEl Department are functioning iI) each of 

the factory divisions namely Rail Coach Division (1t Bangalore and 
the Earth Mover Division at Kolar Gold Fields. The duties snd func-
tions of the Personnel Department are furnished below: 

(i) Administration of Personnel Policies, Rules nnd Regula-
tWns of the Company. 

(ti) Selection and recruitment; 
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(iii) Promotion; 

(iv) Service conditions; 

(v) Administration of Labour Laws; 

,(vi) Passage and passPort arrangement, statutory and joint 
consultative committee; 

(vii) Grievance procedure; 

(viii) Labour Welfare; 

(ix) Industrial Relations and liaison with lab9ur union/including 
collective bargaining. 

There are about 26 officers in Rail Coach Division including the 
Assistant Personnel Manager and the lowest official in the Depart-
ment. 

B.2%' The Committee Dote the importance liven to the Personilel 
Department in the organisation of the undertakiug and hope that the 
department will justify ti¥ purpose for which it has been set up. 

(b) Staff Strength 

9.23. The actual staff strength (category-wise) is stated to be as 
unde,r:-

Category of Posts Total No. 

I. Officers (Bmployees in the grade of Rs. 400-700 and above) 431 

2. OtherSuperviaory Personnel Bmployees in the grade of22S-48S) 321 

3. Technical Staff (Technical employees in Group II to Group VII in 
the Wage Group i.e. Rs. IlS-I90, Rs. 160-285 andRs.I90-340) 3222 

4. Clerical and Other N on-TechnicalStaff(N on-teChnicalem~oyeesin 
the Group II to VII in the Wage Group i.e. Rs. IlS-16S to s. 190-
340) BOO 

S. Class IV Bnd Unskilled workers Bmployees in Group I of the Wage 
962 Structure i.,. 100-140) z 

TorAL 6036 

9.24. While furnishing the above information in August, 1970 the 
BEML has stated in a written note that: 

"There is no excess staff in our Company. The staff for Earth 
Mover Division was assessed by the U.S. Consultants 
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A. T. Keame Inc., Co., who were responsible forprepar-
ing the detailed project for consideration of the Manage-
ment. There is no record when the first assessment of 
Manpower for the Railcoach Division was made as the 
BEML has taken over the Railcoach Division in working 
condition from the erstwhile Hindustan Aircraft Limited 
on 1st January, 1965." 

9.25. Mis. A. T. Kearne Inc., had estimated a total s1l'ength Ot 
6253 employees in the Earth Movers Factory on its reaching the full 
capacity as per the Project Programme then envisaged (1965). The 
actual staff strength has had to be adjusted according to the progress 
of implementation of the Project. 

9.26. A statement showing the staff strength of the Company sanc-
tioned as well as existing for the past four years is appended below:-

------
Non-

Year Supervi- supervi- Total 
sory Bory strength 

31st December, 1967 Authorised 745 5,082 r5,8z7 
Existing: 535 4,380 4,915 

31St December, 1968 Authorised 917 5,829 . 6,746 

Existing 576 4,884 ~ 5,460 
31st December, 1969 Authorised 1,058 16,609 r7,667 

Existing 788 , 5,265 ;'6,053 

31St December, 1970 Authorised' 1264 8,385 9,649 

Existing 874 6,395 7,269 

9.27. The Committee regret to note that BEML has not so far con-
ducted any systematic assessment of staff strength since it took over 
the Rail-coach Division from erstwhile Hindustan Aircraft Lid. iDi 
January, UMI5. The Committee are not aware whether the BEML 
management have laid down systematic nonns for diflerent categor-
ies of stafl and fixed any norms of work-load which are essential for 
efficient a,nd economic utilisation of the stafl. The Committee, there-
fore, recommend thai BEML should make an immediate assessment 
of stafl strength and determine the norms of workload for all cate-
gories of stafl with the help of an independent specialised arenc)" and 
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to re-¥5eS8 and ratiOlll8lise the staff strength accordingly. The Com-
mittee also su&&est that such, an assessment of maD-power require-
ment should, in future, be made at re&ular intervals in order to deter-
miae the proper utilisatio.n of working force so as to avoid over-
staffing. 

(c) Method of Recruitment and Promotion 

9.28. Th'ere are different orders of recruitment to various posts in 
BEML. These are mentioned in extenso belQw :-

(i) Direct recruitment by advertisement in Newspaper: 

Posts carrying total monthly emoluments above Rs. 5001- (i.e-. 
Basic Pay of Rs. 400/- and above) which are reserved to be filled by 
direct recruitment, are advertised in all important papers in India 
and selections made on the basis of merit, by a Selecti'O'n Commit-
tee. 

(ii) Through EmpWyment Exchange: 

Posts carrying total monthly emoluments of Rs. 200/- and below 
are notified to the local Employment Exchange and candidates 
sponsored by the Employment Exchange are preferred. 

Posts carrying total monthly emoluments of Rs. 200/- to Rs. 500/-
are also notified to the local Employment Exchange and candidates 
sponsored by the Employment Exchange are preferred. If the local 
or Regional Exchange do not sponser suitable candidates and on 
obtaining a non-availability certificate (within 7 days in the case of 
Local Employment Exchange and 3 weeks in the case of Regional 
Employment Exchanges of reporting the vacancy), the posts are 
advertised in local Newspapers. 

(iii) By Deputation etc: 
Deputationists a:re employed in the Civil Construction De!)artment 

of the ,undertaking to tide over the temporary phase of work. Certain 
other posts requiring specialised knowledge and experience and 
where suitable internal candidates are immediately not available, 
have also been filled by deputation. 

(iv) Employment on CompaSsionate Grounds: 

Sons/Daughters/wives of employees who expire while in service/ 
whose services are terminated on medical grounds and son;;'; 
daughters of serving employees who retire on superannuation, and 
Ions/daughters of serving employees who have completed a minimum 
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period of 12 years of continuous service, are given preference ill 
employment on compassionate grounds. 

(v) Selection Committee: 

The Candidates are interviewed I trade tested by the Selection 
Committee duly constituted for various grades. Depending on the 
posts to be filled. written examinations are also conducted. For 
selection to the posts in the pay scale of Rs. 750-1350 and above, the 
Committee is constituted with the Managing Director as Chairman 
and an outside officer (specialist in concerned posts) preferably from 
one of the local Public Sector Undertakings as a Member, in addition 
to the cOncerned General Manager and the Departmental Head. 
The Personnel Manager is the Secretary of the Committee. For 
post'S in the grade of Rs. 550-950, a common committee is constituted 
for all the divisions the concerned General Manager/Financial Con-
troller/Chief Engineer as Chairman. For selection to the posts in 
the grade of Rs. 400-700 and belOW, General Manager/Financial Con-
troller /Chief Engineer are empowered to constitute their own com-
mittees in their Division of which they are themselves the Chairman. 

(vi) Quota fOr Scheduled Castes/Tribes and Ex-servicemen: 

Vacancies are also reserved for Ex-servicemen and Scheduled 
Castes/Tribe candidates as follows:-

Scheduled Ex-Se rvicemen 
Caste Tribe 

121 % ot Posts filled by 5 % 10% of Class III Posts. 
Open Slection Pompetition 

12-2/3% ot Posts other wise 5% 20% of CJn~s IV Posts. 
than Open Competition. 

Age limit is also relaxable in each case. The Committee desired 
to know whether the management observed the Scheduled Caste 
Candidates ratio. 

During the course of evidence the Managing Director of BEML 
stated that the ratio of scheduled castes was observed by them. 

(vii) Quota for Promotees: 

In accordance with the Company policy, 75 percent of the 
'vacancies in the pay scales of Rs. 400-700 and below and 50 per cent 
of the vacancies in the grade of Rs. 550-950 and aEove in the Rail-
coach Division are reserved to be filled by promotion, on the basis 
of an approved rating procedure. 
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The criterion for promotion is "Seniority-cum-Ability' for posts 
in the grade of Rs. 400-700 and below and "AbiUty-cum-Seniority" 
in respect of posts in the grade of Rs. 550-950 and above. A copy 
of the Promotion Rating Plan which is applicable to posts in the 
grade of Rs. 400-700 and below in indirect department and posts in 
the grade of Rs. 400-700 and Rs. 225-485 in direct departments is at 
Appendix VI. The rating procedure for direct labour in pay scales 
of Rs. 190-340 and below is at Appendix VII. 

A promotion procedure will gradually be introduced in the KGF 
Factory as the labour strength stabilises. 

9.29. Government (Minis-try of Labour and Employment) have 
laid dowp certain principles in the matter of recruitment to Public 
Undertakings which is at Appendix VIII. 

9.30. The Committee is not very clear as to whether exhaustive 
Recruitment & Promotion Rules have been framed by the BEML 
They recommend that such rules should be codified from the exist-
ing rules and orders and modified, if necessary, takinl' into account 
the recruitment and promotion principles in well established Public 
Undertakines. The Committee urge that the directions issued by 
the Government of India (Ministry of Labour and Employment) in 
the matter of recnlitment be taken serious note of by BEML and 
their implementation should not be ignored. 

9.31. In regard to promotion policy, the Committee recommend 
that-

(i) Promotion be based on seniority-cum-merit; 

(ii) adequate quota of vacancies in every cadre should be re-
served for departmental promotees with a view to keep 
avenues of promotion open in all cadres. 

(iii) a procedure be evolved to raise the superior cadre out of the 
talented employees of the undertaking instead of depending 
on retired Government ofticials/deputatiorusts/ofticers' from 
other public undertakings. 

(iv) Due care be taken to see that the quotas reserved for 
Scheduled Castes and Scheduled Tribes under Govern-
ment of India orders are filled up. 

(d) Workers PartiCipation in Management 
9.32. The workers are associated with the Management in the 

following Bipartite Committees: 

(1) Works Committee; 
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(ii) Canteen Managing Committee; 
(iii) Labour Welfare Fund Committee; 
(iv) Provident Fund Trust; 
(v) Housing Allotment Committee; and 

(vi) Safety Committee. 

BEML do not have a Joint Managing Councll. 

9.33. To a question whether Government considered the desir-
.ability of associating the Unions with the general discussion and 
30lution of production problems, the Secretary, Defence Production 
.stated during evidence: 

"There have been frequent consultations as far as welfare 
'activities are concerned-social activities are concerned 
and that kind of a thing but in the Managerial sphere 
there has not been direct consultation." . 

(e) Labour Management Relations 

9.34. In December, 1969 a Memorandum of Settlement was signed 
between the Management and Labour Unions providing for revision 
of pay scales, dearness allowance and house renf allowance. The 
terms (If the settlement were operative and binding on either party 
from 1st January, ]969 to 31st December, 1972. Both the parties to 
the Memoradndum of Settlement have solemnly pleaged that during 
the period of the settlement, there shall be industrial peace, so that 
all efforts could be focussed on the task of improving productivity 
for mutual benefit. If any differences arise between the parties, 
these were to be settled through Bipartite negotiations, failing which 
by recourse to constitutional means. The Labour Managemen~ 
relations have been cordial and generally satisfactoI"y. 

9.35. The Committee asked during evidence whether the Company 
had accepted or rejected the general decision of the Government, 
to include a member from Labour on the Board of Directors, the 
Secretary, Department of Defence Production stated: 

"We have not tried it out and I do not think we have positively 
rejected or accepted it." 

9.36. In this connection, the Department of Defence Production 
in a written note stated: 

"Government have in principle accepted the suggestion re-
garding appointment of workers representatives on the 
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Board of Directors of Public Sector Undertakings but-
details of the scheme in this regard are yet to be worked 
out. In the case of Defence Public "Sector Undertakings, 
the Department of Defence Production are of the view 
that it will not be advisable to appoint representatives of 
the workers on the Board of Directors of these under-
takings in view of security considerations." 

9.37. '1_.Committee note that as a result of the Memorandum of 
Settlement siped between the BEML Management and the Labour 
Union, industrial peaee has been assured for threeyearl. They are 
glad to note that the Labour Management Relations are cordial and 
hope it would continue in future to serve the cause of improvement 
of produdion. 

'.38. The Committee recommend that Government should eXJl-
mine and take an early deelsio~ about constituting Council of Joint 
Management in BEML and of giving representation to workers on 
the Board of Directors of Public Undertakings in the Defence Sector. 

(f) Incentitve Schemes 

9.39. The incentive scheme which was introduced in 1956 in the 
Railcoach Division has since been revised in August, 1970. The 
salient features of the new scheme are as follows:-

(1) The Scheme starts with payment of Incentive Bonus at a 
performance of 60 per cent. 

performance-Output 
'Actual Man-'Ho,irs-taken 

X 100 

(2.) The incentive Bonus hours at 60 per cent performance is' 
10 per cent of the actual time taken. 

(3) The Incentive Bonus Hours increased uniformally at the 
rate of 1 per cent bonus for every 1 percent increase in 
perf~rmance, to 70 per cent bonus at 120 per cent per-
formance. 

(4) For performance beyond 120, the incentive bonus hours 
are calculated as, 

7/12 X Standard man hours output during the month. 
(5) The Incentive Bonus Hours' are based on the overall per-

formance of the operator on the completed and accepted jobs 
done by the operator, during th(~ month under conSideration. 
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(8) The Incentive amount payable is based on the basis pay. 

Details of the incentive scheme is at Appendix IX. 

In the Earth Mover Factory, a suitable incentive scheme would be 
:started after manufacturing operations get stabilised. 

9.40. The Committee desired to know whether the incentive 
:scheme for motivating the labour had any bearing on the increase of 
production. The Managing Director of BEML stated during the 
evidence that:-

"I would like to differentiate between the two factories. The 
Railcoach Factory has got an incentive scheme for quite 
some time. Since 1956 when we were part of HAL. This 
was based on rewarding from 40 per cent efficiency. In 
the Earth Mover Factory, We are still in the formative 
stage and we will take some time before we implement 
the incentive scheme. The production here is not yet 
stabilised. " 

WOTkers Education Scheme 

9.41. BEML are deputing their workers for the Worker Teacher 
Course conducted by the Workers Education Centre. The Company 
have also granted liberal facilities fOT the workers to unliergo Unit 
Level' Classes. The following concessions are extended to the 
employees who partake in the Workers Education Scheme. 

Under the Scheme, workers undergoing Worker Teacher course 
are given the following facilities:-

(i) Special leave with pay for the period of Training; 
(il) Lunch allowance at the rate of Re. 1/- not exceeding 

Rs. 15/-; 

(iii) actual bus fare from the residence of the employees to the 
workers' Education Centre; 

(iv) treating the employees as on duty and payment of T.A. 
and D.A. as per Company's rules in the event of their pro-
ceeding on Education tour as part of the training. 

The workers attending the Unit level classes are given the follow-
jng facilities: 

(i) Special leave with pay for 3 weeks; 
(Ii) Cash grant of Rs. 35 to each trainee; 
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(iii) and cash advance of Rs. 60 to each trainee recoverable in 

easy instalments on e.ducational tour. 

9.42. The Committee note that the Earth Mover Factory of the 
BEML is in a formative stage and that accounts for the non-intro-
duction of the incentive scheme there. But the Committee would 
expect the BEML to bear in mind that incentive, scheme offering 
inducement to workers to put up better individual and group per-
formances is the primary prerequisite in any industry. They hope 
that the incentive scheme in the Earth Mover Factory will also be 
introduced at an early date. 

(g) Labour Welfare Schemes 

9.43. The position regarding Labour Welfare Schemes introduced 
by the Undertaking is as follows: 

fi) Housing facilities 

Consequent to the separation of Railcoach Division from HAL and 
its merger with the company it was mutually agreed with HAL that 
until such time the Company is able to make its own arrangements, 
HAL will continue to provide such services as are re.quired and that 
the Company shall pay for the services at such rates as may be mutu-
ally settled. 

-As per Annual Report of the Company for the year 1969-70, the 
construction of the township at Kolar Gold Fields is fast progressing_ 

Construction of:-

Type I 

Type II 

Type III 

Type IV 

Type V 

Type VI 

200 NOB. 

270 Nos. 

no Nos. 

26 Nos. 

S Nos. 

I No. 

quarters has been completed and allotted for occupation. About 250 
type n quarters are under construction. A first-aid centre is being 
opened at the. colony for the benefit of the residents of the township. 

A proposal for construction of a colony for Railcoach Division has 
been accepted by the Directors of the Company and is now awaiting 
the approVlll of the Government. 
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Asked what was the percentage of expenditure on the housing of 
the supervisory and managerial staft to the total c~pital expenditure 
on housing, it was stated in a written reply:-

The percentage of Capital expenditure of the House at KGF for 
non-supervi5Qry, supervisory and managerial staft to the total eapital 
expenditure on housing as on 31st March, 1970 was approximately 
as indicated below:-

Non-Supervisory 

Supervisory • 

Managerial . 

76i% 
121% Rs. 1150-1500'-

Rs. 1350-1710/-
II % Rs. 1650-2150/-

and above. 

Certain quarters are still under construction, and the final picture 
will be known only when the construction of the Township is com-
pleted. 

(iiQ Transportation 

Employees at Bangalore are provided with transportation faeili-
ties in the HAL buses at subsidised rates. 

There is no transportation facilities to employees of the Earth 
Mover Division at KGF. 

(iii) Co-operative societies 

There is no separate co-operative society for employees at Banga-
lore as there is no township. 

About 2400 employees at Bangalore are members of the Vimina-
pura Co-operative Stores of HAL. The Company gives an annual 
subsidy of Rs. 6,000 and has a representative on the Board of Direc-
tors. 

A Co-operative Society has been registered at KGF for the benefit 
of employees at KGF factory. 

(iv) Schools 

Children of B.E.M.L. employees are given school faeilities in 
schools run by H.A.L. There are four sehools including 
one high school in H.A.L. Township. Children of employees living 
in the Township and attending schools in the city are provided with 
free transport by bus to and fro. The Education is free of tuition 
fees. 
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In regard to K.G.F. a Nursery school has been started. A separate 
school building is under construction and is expected to be ready 
within one year. 

(v) E.S.I. Scheme/Medical facilities 

Employees drawing a salary upto Rs. 500 are covered. by the 
Employees State Insurance Scheme. The benefits admissible to em-
ployees under this scheme broadly are:-

(1) Free Medical Aid 
(2) Sickness benefit 
(3) Maternity benefit 
(4) Disablement benefit 
(5) Dependents benefit 
(6) Funeral benefit 

Employees and families not covered under the ESI Scheme are given 
medical facilities (a) at HAL Hospital in respect of employees work-
ing at Bangalore; and (b) at the KGMU Hospital in respect of em-
ployees working at KGF. Employees and their families are entitled 
for free treatment. Employers requiring specialist treatment are 
given hospitalisation facilities in Government Hospitals wherever 
facilities do not exist in HAL/KGMU hospitals, on the recommenda-
tions of the Medical Officers. Free Hospitalisation is provided for 
T.B. patient~ on completion of 5 years of continuous service in the 
company and are in addition given subsistance allowance at the rate 
of 50 per cent of basic pay for a period of 6 months. In special cases, 
extensions of hospitalisation is also granted. 

Employees undergoing Vasectomy /Sterilisation operation are 
granted six days special casual leave with pay. 

First Aid Centres are functioning with a qualified Medical Officer 
in charge. 

(vi) LAbour Welfare Fund 

About 4000 employt>es are members of the HAL Labour Welfare 
Fund. Facilities like Libraries, Reading Rooms, Audit Literacy 
Classe., Picture House and other amenities are" provided to the em-
ployees. The Company mal,tes a mat~hing g,rant of JU;. \.50 per em-
ployee member aad also a lump$UUl grant. There are two represen-
tatives on the Managing' Committee of this Fund-one elected from 
among members and one nominated by Management. 
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A separate Labour Welfare Fund has been organised for the K.G.". 
"Factory. The Company makes a grant-in-aid to the Labour Welfare 
Fund at the rate of Rs. 2 per wOl"ker per annum. In addition, a grant-
in-aid upto Rs. 1 per worker per annum will also be paid to match 
the subscription collected by 'the Labour Welfare Fund subject to the 
·overall limit of Re. 1 per wQJker ,per annum. 

(vii) SPOTts Club , \ 

About 3.00 ~ployees are members of the HAL Sports Club. 

There are two rep.re~ntative$ on the Manaiing Committee of the 
SPQrts Club ?toe elected and one, llomin~ted .w Manag~ent-Sports
man are encouraged by granting time off ,with 'pay for~act¥:e as 
'well as par,tic~p~tio.n. in tounwnents. The Company ~)'\S aD annual 
:subsidy at the rate of ?n~;l'upee per employee. I 

i 1. 
:Separate arrangements have :been made for X:. G. F. FactorY . 

•. M. The CommlUee recommend that ifbequestion of Govern-
meat's '.ppNrY .. for CObStruetion of a ~otODY may be' vigorously 
ilunaed andt1:ae 'COtistl'8mon r1f town~p at BaDg'alore completed 
,as early as possilrle. 
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CONCLUSION' 

A. Introduction. J '. 

(i) Set up of the Company' 

," 

10.1. (i) Bharat Earth Movers Ltd. was incorporated' on nth 
May, 1964 with a view to manufacture heavy earth moving equip-
ment and rail coaches. The Heavy Earth Moving Project was: 
originally assigned to the erstwhile Hindustan Aircraft Ltd: in 
December, 1962 pending establishment 'of a new comp~ny for 
manufacture of heavy earth moving equipment. The Company to'ok 
over on 1st January, 1965 Rail Coach Division and Earth Mover Divi-
sion from the, Hindustan Aircraft Ltd. The Crawler Tractor manu-
facturin~ programme in collaboration with the Japanese firm whicb 
was pre:viously being handled by the Director General, Ordnance-
Factories was entrust~d to the Company in DElcember, 1965 aide by' 
side with the Director General of Ordnance FactQries who had also' 
to operate the agreement till the winding up of the, tractor project 
in the Ordnance Factories. 

(ii) Capital 

(ii) The authorised share capital of the Company was increased" 
from Rs. 10 crores to Rs. 15 crores. The total issued, subscribed and 
paid up capital on 31st March, 1970 was Rs. 1189.80 lakhs. No loans 
were drawn during the year from the Government and the total loan 
outstanding as on 3-3-1970 stood at the previous year's figure of Rs.. 
475.00 lakhs. 

(iii) Objects and Functions 

(iii) The objects and functions of BEML are to manufacture-
broad-gauge, third-class integral rail coaches', to manufacture and" 
market in India and for export heavy earth moving equipment and" 
crawler tractors of various types and to take steps to develop 
suitable products of BEML's design; and to render after-sales service-
to the equipment sold with adequate spare backing and help in the 
maintenance of the existing fieet 01 earth-moving equipment in the' 
country. ' 

r. 92 
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(iv) Collaboration Agreements 

(iv) The undertaking had entered into the following three 
collaboration agreements: 

(a) Agreement with Mis. Komatsu-Japanese firm. 

(b) Agreement with Mis. Radoje Dakic-Yogoslav firm. 

(c) Agreement with Mis. WABCO-U.S. finn . 

The Collaboration agreements (a) and (b) viz. Agreement with 
Mjs. Komatsu and Agreement with Mis. Radoje Dakic were for the 
purpose of manufacture of tractors and (c) Agreement with Mis. 
WABCO has been entered into with a view to produce heavy earth 
moving equipment. Agreements are still continuing, in some cases, 
under extension granted by the undertaking I Government. 

(v) Production Performance and Financial Results 

(v) The Committee note that the Company has maintained its 
progress upto 1969-70. Rail Coach Division has produced 270 
numbers of rail coaches at the sale value of Rs. 708.62 lakhs as 
against the sale value of Rs. 637.00 lakhs in the previous year. The 
Earth Mover Division delivered ~1 pi~es (99 wheeled and 232 
Crawler) of equipment against 316 pieces in the previous year. The 
sale of spares during the year amounted to Rs. 280.07 lakhs as 
against Rs. 210.07 lakhs in the previous year. It appears that the 
Board has recommended the declaration of dividend at the rate of 3 
per cent on the equity capital of· Rs. 1189.80 lakhs. At present, the 
Company has restricted its export activity to countries like Nepal, 
Ceylon and West-Asian countries. The Committee also note that 
new project~lexpansions are contemplated. The project report for 
'expansion of the installed capacity for manufacture of· 300 broad-
guage rail coaches per annum to 400 broad-guage rail coaches per 
annum has been proposed by the ,undertaking to the Ministry of 
Defence which has since been sanctioned. Another scheme fOf 
expansion of production of DE 5O-A15 tractors from 300 numbers 
per annum to 700 numbers per annum have been proposed by the 
undertaking. The Committee note with plear.ure th~t the under-
taking has yielded a net profit of Rs. 2.05 crores in 1969-70. as against 
Rs. 1.19 croras'in the previous year. LaboUf. relations, the Committee, 
has been informed by the undertaking, have been satisfactory for the 
present. 

(B) Important Findings of the Report 

10.2. The Committee find that; certain important deficiencies have -
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occurred in this undertaking about which detailed comments have 
been made in the body of the main report. Some of the deficiencies 
tu'e as follows:-

(i) production Performance 

Agreement Signed before D.P.R. 

(i) (a) The Government entered into an agreement on 27th 
October, 1962, with a U.S. firm Mis. WABCO (Mis. Westinghouse 
Air Brake Co.) foor manufacture of wheeled equipments which is 
current up to 9th November, 1972. Whereas the Detailed Project 
Report was prepared and submitted by HAL to Government in 
October, 1963, i.e. nearly one year after the signing of the agreement 
with the collaborators. The Committee find from the evidence of 
the Secretary of the Ministry that the collaboration agreement was 
signed on the basis of the Preliminary project Report prepared by 
HAL but further processing of the agreement in the Ministry started 
on the basis of Detailed Project Report which was prepared by HAL 
in October, 1963. The chain of events, in other words, has been first 
preparation of the "Preliminary Projec.t Report" followed by enter-
ing into a collaboration agreement with WABCO by the Government 
and thereafter the production of DPR ,by HAL and finally followed 
by study of the economic feasibility of the project which wac; con-
sidered necessary to obtain loan from EXIM Bank. Moreover, the 
collaboration agreement was entered into in the absence of a settle-
ment of source of foreign exchange also. All these 'Preliminaries 
to the commissioning of the production in the undertaking led to the 
productiot;l b$g delayed by six years. Due to the avoidable' delay 
which could have been foreign by the Government/Undertaking 
an infructuous expenditure amoun.ting to 4,50,000 Dollars had to be 
incurred in the form of payments to the consultants' on account of 
not putting an effective use to their services for the first five years 
from the date of the signing of the agreements. 

(b) The Committee are surpri~ to note that tbe Government! 
lJndertaking went abead witb sipiDg a collaboration ag~ 
~ithout the DPR bew. available to them. SJ(eh. practice is not 
only unusual but alllo lays down an uahealthy prece~t for future. 
Tbe ComJlti~ee r«ommend. that steps should be taken to avoi4 re-
c:u~e Qf IU,da errqrs ~ future. 

(ii) Production below target 

(ii)(a) The Committee note that in the Earth Mover Unit of 
the Undertaking, that the production of almost all the Items of the 
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products had been much below the targets laid down. Of the 
dIfferent types . of tractors manufactured by the undertaking the 
production in the years 1968-69, 1969-70 and 1970-71 had been iower 
than the target laid down. As for instance, in the year 1968-69, the 
actual production of crawler tractors was 193 as against target of 338 
leaving a shortfall of 145. Similarly, in 1009-70 the actual produc-
tion was 240 as against target of 385 leaving a shortfall of 145. In 
the year 1970-71, the actual production was 227 as against target of 
301 leaving a shortfall of 74. Again with regard to Tigar Tractors, in 
1969-70, as against the target capacity of 57, the actual production 
was 10 leaving a shortfall of 47. Likewise, in the year 1970-71, the 
target capacity was 87, the actual production 72, leaving a shortfall 
of 15. In other words, even in this case the target capacity fixed by 
the undertaking has not been attained in the last two years in spite 
of the fact that the target fixed was lower than the rated capacity 
of the plants. 

(b) The primary duty of an undertakIng is to adhel'e to the rated 
capacity of every plant and machinery. Therelliter, the perform-
ance arid production should be judged against the rated capaclty. 
The Committee recommend that the Undertaking should take steps 
to attain the rated capacity of the PJan,ts if not done already. More-
over, any downward revisions of the targets of production should 
be done on the basis of valid grounds. 

Castings and Forgings 

(c) It has come to the notice of the Commit~e that casti .. " and 
forgings for the products of the undertakiol' are mad!! in HAL. 
Heavy Vehicle Factory and Praga Tools Ltd. Casting': and 'orrialS. 
the Committee feel, are the most vital proeesses for an uHeriaklng 
like the BEML. The Committee note hom the written material 
furnished by the undertaking that although orders are placed on 
established manufacturers well in advance, they wert" sometimes not 
able to supply these forgings in time in view of the difficulties ex-
perienced by them in obtaining tbe· required forging· quality steel 
billets from the steel plants. Crawler tractor manuf~ture requires 
considerable amount of steel castings of intricate nature whose !'iUp-
plies were not forthcoming in adequate quantities. Non-supply of 
or slow supply of steel castings does affect, at times. the scheduled 
programme. The Committee retommend that . the Foundries in 
Jabalpur, Wardha and Avadi be advised by the Govemmen't to at-
cord adequate priority to the work of the BEML as they are pr«HIue-



96 
in, very impGrtant defence equipments like heavy earth mo.ving 
machinery and tracto.rs which are vital to. the Bo.rder Ro.ads Orga-
nisatiGn, etc. 

(iii) Reasons for Shortfall in Attainment of Target of Production 

The Co.mmittee find that the sho.rtfall in productio.n in the past 
has been mainly due to. no.n-availability in time o.f co.mpo.nents' 
parts bo.th impo.rted and indigeno.us. The undertaking has also. been 
experiencing difficulties in pro.curement o.f vario.us materals, espe-
cially Steel Fo.rgings, G.I. and Black Pipes, Helical Springs, Wheel .. 
sets, Steel Plates and Special steels. The Co.mmittee reco.mmend 
that the undertaking sho.uld take special care to. plan its requirements 
o.f co.mpo.nents and raw materials both Indian and impo.rted ade-
quately in advance. The pro.ductio.n o.f the undertaking sho.uld nGt 
be allo.wed to. sutler o.n acco.unt o.f the no.n.availabiUty o.f these two. 
basic items, viz., raw materials and co.mpo.nents. Fo.r this matter in . 
the o.pinio.n o.f the Co.mmittee there is no. harm if the undertaking 
were to. make Gut a tentative requirement o.f co.mpo.nents and raw 
materials particularly the impo.rted ones fGr two. to. three years and 
mGve the Government if necessary fro.m now itself fo.r their timely 
prGcurement. 

(iv) Indigenisation Programme 
(iv) (a) The Committee also find that the progress regarding 

indigenisation of tools, equipments and components is going behind 
schedule. In fact, in 1969-70 only it was 30 per cent although the 
undertaking hope to attain a target of 85 per cent by 1971-72. . 

(b) The Committee note with satisfaction the fixation of the 
ambitious target for indigenisation at 85 per cent in 1971-72. As the 
Company Is stated to have already attained indigenisatton to the 
extent of 60 per cent in 1970-71 (vide para 5.27) the Committee hope 
the undertaking will spare no pains to attain the target of 85 per cent 
by 1971-72. 

(v) Personnel 

(v) (a) The Committee find that the number of persons work-
ing in the undertaking is on the increase. From 4915 as on 31st De-
cember, 1967, it has risen to 7269 on 31st December, 1970. With the 
increase in production the rise in number of staff strength is not 
unlikely. The Committee would like to be convinced of the fact 
that the increase in the staff strength is commensurate with the in-
crease in production and no overstaffing is allowed by the under-
taking. 
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1n ttlais [connection the Committee· would suggest that wage in-
fCentive scheme already in existence in'the Rail Coach Division of 
the Undertaking should be introduced and extended to :the Earth 
Mover Unit at Kolar Gold Fields to achieve higher production and 
·obviate Qverstaffing. 

(b) The Committee has not yet been able to find the basis on 
which the increase in staff has been agreed to by the Undertaking 
from time to time. They recommend that a systematic study of the 
staff requirement of the Undertaking should be carried out periodi-
,.eally before fresh recruitment is made. 'in this eonnec.tion, they 
~uggest that a work study cell should functioD in the Undertakiq, 
if not ah-cady in existence, to carry out the work study at regulu 
.intervals, taking into consideration the job requirements of the indi-
vidual items of production. The staff strengti:l should be determined 
;after taking work study report into account. ' 

(vi) Organisation 

(vi) The undertaking is having both part-time Chairman and a 
'full-time Managing Director which is contrary to the principles 
enunciated by the Administrative Ref,orms Commission and also 

recommendations of the Committee On Public Undertakings (8th 
Report of CPU on Hindustan Aeronautics Ltd). - The Committee are unable to locate In BEML any special reasoD 
justifying the maintenance of two principal functionaries viz. the 
Chairman and the Managing Director. The Committee while reite-' 
rating their earlier recommendations contained in the above men-
tioned report that when the Chairman has no executive functions 
and is simply required to preside over the meeting of the Board 
there is no point in having one such In addition to a Managing DIr· 
-ector; recommend that the undertaking should implement it. 

(vii) Financial Matters 

(vii) (a) The Committee are glad to note that there have been 
improvements in the working results of the Company. The net 
profit has increased from Rs. 1.19 crores in 1968-69 to Rs. 2.05 crores, 
a definite improvement. The undertaking has also been able to 
generate internal resources to the tune of Rs. 5.68 crores in about 
six years of its coming into existence. The Committee hope that 
the undertaking will not only maintain its profitability, but would 

. further improve upon it. 
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(b) ;ThEl: Committee 1ind that a percentage of sundry debtors to-

sales have increased from, 15.2 per cent in 1967·68 to 20;5 per cent 
in 15l66-6a~and fur,th~ to 22 per cent in 1969·70. The (!ommittee-
sug~st thav every step has to be taken by the Undertaking to arrest 
the increase in sundry debtors which has the effect, of· reducing the 
profitability of the undertaking by increasing the working capital. 

f , 

(viii) PriCing policy 

(viii) ftc Committe'~ fbid that while fixing prices the undertak·· 
hlir is gtildedby market conctltio;ns and they try to ensure that their. 
p~s at-e as co~petitive as possible in regard to their products. In 
other words, it appears that DO systematic or uniform policy in re-
glint' to 'pricing of the products (earth movers and· tractors) baa yet 
been- franred 'andpi1citl:g'is dep~Udent on the c;ornpetitive market 
price coupled with the negotiations with the chstomers. It is not 
clear to the Committee as to whether the prices agreed upon are on 
the basis of actual cost plus overheads and, other incidentals or it is 
ad hoc or is based on fixed price contract system. The Committee 
recommend that the underlkltlng sliould consider.antl.evolwe a ratie-
nal' prietn, policy to maiittai,n and iinprov~ its profl(ability. The 
priCing poliCY should'takcr1into consideration market price, t~ cost 
of .si'oduets~ includf~gf~irretUrn o~ c .. pital after. ~roviding for de-
preciation and interest· on a realistic basis,' keeping in view the com· 
petitive nature of the price level. 

(ix) Research Development and Training 

(ix) The Committee fmd' that a sum of Rs. 45;50 lakhs has beerr 
provided for. schemes in regard to ~search and development. The 
research. ~d dev!:lopment·· activltiei, are deaigtled· to attain indigeni-
sation of equipment-(.'Ostr~p.uction and increase ih productivity. It 
appears to the Committee that no scheme has yet been evolved in 
that direction and the fund remains unutilised. The Committee 
would urge that undertaking should take immediate interest to 
evolve those resear~h schellles whioh are so vital to its development. 
The Committee note that the undertaking has started attemptIng at 
Indjanisatiom of their technical personnel by arranging inpiant train-
ing, apprentiooship training and· shop-floor training and they hope 
their efforts will be met with su~ess. 

(C) Achie.vements of Objectives. 

10.3. The Committee wanted to stUdy the realisation of the three-



99 
foldobjeetives setout by the undertaking viz. 

(i) Manufacture 'of rail-coaches, Tractors and Earth Moving 
equipment 

(a) Rail Coaches 

The ~mmittee find that the planned capacity of the plants of the--
undertaking for production of rail coaches is 270 coaches of three 
type per year and in the course of the last three years (1968-69 to· 
1970-71) they have produced almost to their full planned capacity 
of 270 coaches. The Committee are glad to notice this. 

(b) Tractors 

Out of the different types of crawler tractors manufactured by' 
the undertaking, it appears the production in the year 1968-69, 1969-
70 and 1970-71 had been lower than the targets. The details of pro-
duction of different categories of tractors (Crawler Tractors and 
Tigar) are contained in the earlier paragraphs on PRODUCTION' 
PERFORMANCE. As regards Tigar tractor, the Committee find 
the same shortcomings. In other words, the targets fixed by the· 
undertaking for manufacture of Crawler and Tigar tractors have· 
not been attained in the last two years although the target fixed by 
the Undertaking happens to be lower than the rated' capacity of the-
Plant. l,;. I j 

(c) Hf4'lvy Earth Moving Equipment 

In regard to the items of heavy earth moving equipment, pro. 
duced by the Undertaking, the Committee find that there has always' 
been the shortfall against the targets. The Committee feel that in 
so far as the manufacture programme of these equipment is con-
cerned, the Undertaking has not yet been able to attain the target 
capacity set by themselves. In this case also the target capacity of 
the plant was lower tpan the ~ated capacity of the plants and this 
revised (reduced) capacity also could not be attained. 

(ii) Marketing of Products 

As regards home sales, the Committee find that the sales have 
amounted to R.ti. 13.83· Cl'ores in lK7·68 as. 21.51 crores in 1968·89' 
and·Ra. 22.86 crores in 1,009.70. To that extent, the undertaking has 
been able to sell its products in the bome market. 

The Committee also find that the undertakiug has embarked u.,.,. 
explQring export markets. At present, its export activity Is cOIl-
fiRed to countries in and around Irldia, such as Nepal, Ceylon aner-
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West Asian countries. Their sales agency has also been set upio 
Nepal. It is not known to the Committee whether any export has 

.yet been made of its products to these countries. 

The Committee recommend that the undertaking should strive 
hard to fulfil its objectives to export heavy earth moving equipment 

. aDd tractors to the countries whose markets they have started ex-
ploring, namely, Nepal, Ceylon and West Asian countries. 

As regards indigenisation, it has already been mentioned in the 
foregoing Chapter that the pace is, at the moment, quite slow and 
needs to be speeded up . 

. (iii) After-sales service, spares, backing, maintenance of existing 
fleet 

·(a) After-sales services 

The Committee find that another important objective of the 
Company is to undertake after-sale service of its equipment sold to 
various projects and individual customers. With a view to render 

. on the spot service, the undertaking has set up Zonal offices in im-
portant zones and have established spare parts godowns in Bombay, 
Calcutta and Kolar Gold Fields, Bangalore. It appears, there have 
been frequent failure of supply of components particularly from the 
North-Eastern India due to 'unsteady political and labour situation'. 
The Committee also find that there had been complaints about spare 
parts which were not available. This objective does not appear to 
have been fully achieved. The Committee hope that the Kolar 
Gold Fields factory would be able to stabilise its production of com-

,'ponents in 1972-73 by which time BEML hope that they would take 
(lver a major share of indigenous production. 

(b) Maintenance and servicing 

The Committee find that by and la;ge, the maintenance and ser-
vicing facility were made available to the Border Roads Organisa-
tion. In regard to the heavy earth moving equipments sold to them, 
the service was restricted mostly to the warranty period. 

(h') TO SUM UP, the Committee find that the undertakinJr has 
Hen performin£ its production activities consistent with profitabi-
lity. Certain handicaps in the form of delay in the utilisation' of the 
services of the collabotators, shortfall of raw materials and imported 
-eomponents etc., had appeared in the past. The Committee hope 
that it would be possible for the UndertakinJr to overcome these 
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-difficulties and mafu.tain its tempo of activity in production, sales 
and particularly, the export sales. The Committee hope that the 
profit that this undertaking is earning will not only be maintained 
'but would be enhanced in future. The principal objectives for 
which the Company stands, the Committee expect, will ultimately 
rbe fulfilled. 

NEW DELHI; 
:September 16, 1971. 
Bhadra 25, 1893 (S). 

M. B. RANA, 
Chairman, 

COmmittee on Public Undertakings. 
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APPENDIX VIII 

(Vide Para 9.29) 
PRINCIPLES LAID DOWN BY GOVT. (MINISTRY OF LABOUR 
AND EMPLOYMENT) IN THE MATTER OF RECRUITMENT TO 

PUBLIC UNDERTAKINGS. 

"It will be of advantage to the units in various directions, if 
persons who come from areas near about the place of location of 
the project secure appointment to posts in the lower scales. In 
the case of all unskilled workers, even without any special efforts, 
they are generally drawn from the locality where the project is 
situated. Every effort should be made in such recruitment to give 
preference to persons displaced from the areas acquired for the pro-
ject especially of scheduled castes and scheduled trib~s (e.g., Adi-
vasis). Next should be preferred those, who even if they come from 
some distance, have been or are about to be retrenched from other 
government undertakings. 

"In the case of skilled workers, clerks and other non-technical 
staff whose scales are comparatively low, so long as the basic quali-
fications and experience are forthcoming, preference should be given 
in the order of priority mentioned in the previous paragraphs. 

"In the case of middle level technical and non-technical posts, 
haVing higher starting salaries equivalent to the Class I Junior scale 
of the Government of India (Rs. 350-850), recruitment should be 
made on an All-India basis, merit and qualifications being the princi-
pal criteria. Complaints have sometimes been made in the past that 
local candidates do not receive a fair deal. Special care should be 
taken to ensure that there is no reasonable ground for any such 
complaint. 

"In the case of higher non-technical posts, e.g., top general 
management, finance and accounts, sales, purchase, stores, transport, 
personnel management and welfare and town administration carry-
ing a salary of Rs. 600 and above, candidates available in the Indus-
trial Management Pool should first be considered. Failing such 
candidates, there should be advertisements on all-India basis. This 
does not, however, preclude considering candidates who may have 
applied on their own or may have been retrenched from other Gov-
ernment projects. 

113 
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"For the higher technical posts, the best qualified persons will 
hltve to be recruited. either by advertisement on an all-India basis 
or by personal contact. 

"All vacancies of the kind referred to in paras, above should be 
communicated to the Employment Exchange close to the project. 
Advertisements, which are made in the papers, should be in local 
languages and in the local newspapel"S. Such advertisements should 
specially mention that preference would be given to persons who 
are registered in Employment Exchanges. All the applications re-
ceived, along with the list sent by the Employment Exchanges, 
should be screened and appointments made by Selection Committees 
specially set up for the purpose of each unit. These Selection Com-
mittees should include representatives from the State Government 
or their nominees. 

"The Selection Committees set up for recruitment to all other 
medium level or higher technical or non-technical posts should in-
clude at least one representative of the State Government, prefer-
ably a State Government official who is on the Board of Directors. 

"Representation for local interests in the shape of State Govern-
ment nominees etc., as detailed above, should also be provided for 
in any standing committee that may exist for the purpose and not 
confined to only special ad· hoc commIttee. 

"Where the exigencies of work require the making of urgent 
ad hoc appointments, it will be open to the Managing Director to 
make such appointments and then inform the Selection or Standing 
Committees. 

"The above principles may be kept in view by Boards of Direc-
tors and Managing Directors/Chairmen of Public sector projects 
while making recruitments to posts within their -projects." 



APPENDIX IX 

(Vide Para 9.39) 

BHARAT EARTH MOVERS LIMITED 
BANGALORE-17 

Incentive Scheme jar Direct Work81's Railcoach Division 

.. ~ 

The following are the broad characteristic features of the In-
centive Scheme applicable to direct labour of Railcoach Division. 

G. GENERAL: 

(a) Actual Effective Operational Time: 

Actual effective operational time is the time taken to perform 
an operation and this includes personal and Relaxation Allowance 
and all legitimate and unavoidable delays, but excludes time lost due 
to conditions, viz., want of parts, power failure, want of tools, etc., 
which are covered by separate standing orders. 
(b) Standards: 

The plan has been based on the operational standards obtained 
by work Study. The composition of the time standards is as under:-

(1) The observed operational time is computed to the 'Nor-
mal' Time by taking the product of speed rating and the 
observed time. 

(li) Fatigue allowances are separately allowed for, against 
operations depending on the effort involved, surrounding 
working conditions, etc. 

(iii) Contingency allowances, viz., process allowances, un-
avoidable lost time, etc., are separ:ate1y allowed. 

II. INCENTIVE PLAN: 
(l)The incentive plan is based on the principle of "Extra 

effort-Extra pay" dependent upon the performance of the 
individual/group of individuals, engaged on the produc-
tion operational, in addition to basic pay as per entitle-
ment. 

IIS .. 
' .. 



116 

(2) (a) The incentive payment commences with a bonus of 
10% of the actual time taken at the performance index 
of 60% and increa$es at.~, uniform rate, to a bonus of 
'70% at the performance index of 120%. 

(b) Where overall performance index goes beyond 120% the 
following formula will be applied to arrive at the bonus 
hours: 

Bonus Hours 
70 

- -- x x Actual time taken x Performance Index. 
100 120 

Exampl,:-
Total Actual time taken 

Total standard time . 

Overall Performance Index 

BonusHoun. • 

ISO 

195 

195 
X 100 = 130 

"" - x - x 150X 130 
100 120 

=113'75 Hrs. 

(3) The overall performance index arrived at based on the 
closed job cards processed during the month will be the 
basis to determine the bonus percentage. 

(4) The bonus hours will be arrived by applying the bonus 
% against the time taken. .... 

(5) The Hourly rate for incentive payment will be calculated 
as: 

IJ months x Basic pay 

300 days x 8 hours. 

III. METHOD OF COMPUTATION: 

(a) Where. mOJ;'e than one worker has contributed to the 
completion pi a job, the share of s~ndard time of each 
of the i~dividual workers will be calculated as under:-

Share of standard time 

Totahtandard time on the job ___________ xActual time takenonthe job by 
Tota13ctualtimetaken forthe;ob. the worker. 



II? ' 
(b) The actual time taken on the closed job cards processed 

during the mop.~ will be tabul~t~.~ and totalled to arrive 
at the total actual time on jobs for the month. Similarly, 
the share of· standard time on the jobs processed will be 
tabulated and totalled to arrive at the total standard time. 
The overall performance index will be calculated as 
under: 

Total stindard time 
Overall performance Index .------ X 100 

Total actualtime 

.(c) The bonus percentge against the overall performance in-
dex is ()'btained from the table '!>ide (Annexure-A). 

(d) Bonus Hours are arrived by applying the Bonus % on the 
total actual time taken. 

(e) The incentive payment due is calculated as Bonus 
Hours X Hourly rate' of incentive payment. . 

IV. CONDITIONS: 

(a) No Bonus will be paid for the time lost for reasons such 
as power failure, want of work, want of power, etc., which 
are recorded separately on Standing Orders (expense). 

(b) Whenever a Scheme of Incentive payment is introduced 
in any shop hereafter, the time standard may be revised 
for reasons other than those listed in sub-para (c) below 
within a period of one year from the date of introduction 
of the Incentive Scheme in the shop concerned. 

(c) Time standards are subject to change only if methods, 
tools, working conditions, etc., are altered. 

(d) Request for review of Incentive calculations under this 
scheme, will be entertained only within three months 
from the date incentive payment is made. 



A.NNEXURE A 

(VitU pari I1I(C) of Appendiz IX) 

BBML INCENTIVE SCHEME 

PBRFORMANCE BONUS PAYABLE 

Performance Index Bonue Perform- BODUS 
% Incelndelt % 

59 0 91 41 
60 10 92 42 
61 II 93 43 
62 12 94 44 
63 13 95 45 
64 14 96 46 
65 15 97 47 
66 16 98 48 
67 17 99 49 
68 18 100 So 
69 • 19 101 51 
70 20 102 52 
71 21 103 S3 
,72 22 104 S4 
73. 23 lOS SS 
74 24 r06 56 
75. 2S 107 S7 
.16 . 26 108 S8 
77 27 109 S9 
78 28 110 60 
79 29 III 61 
80 30 Il2 62 
81 31 113 63 
82 32 1I4 64 
83 33 lIS 6S 
84 34 n6 66 
8S 35 117 67 
86 36 118 68 
87 37 1I9 69 
88 38 120 70 
89 39 
90 40 

118 
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APPENDIX X 

Summary of main ConclusionslRecommendations 
-_._-----------------

Reference to 
para No. in 
the Report 

2 

Summary of Conclusions I 
recommendations 

3 

1 2.15 The Committee note that BEML is making 
use of castings and forgings facilities available in 
the other public sector undertakings. They are 
not sure whether the existing arrangement is 
working satisfactorily for an important Defence. 
Enterprise like the BEML. The Committee would 
like Government to review the position from time 
to time (at least once a year) to make sure that 
the requirements for castings and forgings of 
BEML are being met fully and in time. 

2 3.7 

---" c 

The Committee are unable to appreciate the 
wisdom of entering into a Collaboration Agree-
ment with a foreign firm without a Detailed Pro-
ject Report. It is noted that in this case a team 
of HAL's Officers to whom the Agreement was 
assigned for execution, visited the works of the 
collaborators in February, 1963. The required 
Detailed Project Report was available in October, 
1963 i.e. almost a year after the agreement was 
entered into in October, 1962. Later, when it was 
decided that a detailed appraisal had to be maae 
in order to move an application for loan from 
EXIM bank, a second look on the profttability of 
the project was taken with the consequence that 
the agreement ceased to be in effective operation. 
The Committee are left with the impression that 
before entering into the collaboration agreement, 
Government assessed neither in depth the require-

._--------- --
[19 
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ments of Defence; '~order Roads and other orga-
nisations nor the profitability of the undertaking. 
The Government's whole approach appears to 
have been empirical instead of being based on 
a well prepared perspective plan for developing 
indigenous capacity for manufacture of earth 
moving equipment in the public sector. The 
Committee would like Government to take 
effective remedial measures til' obviate re-
currence of such costly lapses. 

The Committee would like to point out that 
the agreement with the foreign collaborators 
suffers from several serious drawbacks. The 
main drawback is that the technical assistanc~ 
fee of over Rs. 44 lakhs and Royalty, Research 
alld Development fee of Rs. 15 lakhs have been 
paid i.n accordance with a time schedule which 
bears no relationship to the actual progress made 
in developing manufacturing capacity for earth 
moving machinery and equipment by BEML 
The Committee would further like to point out 
that according to Government's own admission 
there was a liability to pay a minimum royalty 
of $ 5,00,000 (Rs. 37,50,000) as on 27th October, 
1967 whereas if it was related to equipment 
assembled and sold by BEML, it would amount 
to $ 50,000 (Rs. 3,75,000) only. This clearly 
points to the fact that royalty to the tune of 
$ 4,50,000 (Rs. 33,75,000) has been paid without 
any commensurate benefit. The Committee 
would like the Government to fix the respon~i
bility for the negligence on the part of persons 
responsible for inclusion of such a clause in the 
agreement which has resulted Tn a huge loss to 
the -Exchequer . 

,The Committee would like Government to 
tak~ ~!)riOl,l~ l)otice of these shortcomings in the 
Agreement and iss.ue nec,esary standing instruc-
tions in consultation with the Ministry of Finance 
and Comptroller and AuditoT' G~neral, to ob,"!ate 
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1 2 3 
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4 3.US 

5 3.23 

6 3.24 

chances of incorporation of S1..ch clauses which 
are detrimental to our interests in Agreements 
with foreign collaborators. ' 

While the Committee note that the Company 
will be able to acquire expertise in the maun-
facture of several items e.g., Motorised 'C~ 
Scrapers LY-35 Off-the Highway Rear Dump 
Trucks and Motor Graders already taken up 
within the period of the current agreement i.e. 
by 8th November, 1972, they hope that earnest 
efforts would be made to acquire the know-how 
regarding the manufacture of the remaining items 
within the the remaining period of the agree-
ment so that the extension of the period of 
of collaboration agreement with Mis. WABCQ 
beyond 1972 may not be necessary. 

The Committee regret to note that as the fuU 
indigenous production of these tractors could 
not be established within the original period of 
10 yt!ars the BEML had to enter into agreement 
with Mis. Komatsu for a further period of three 
years with eftect from the 19th February, 1969. 
Th:: Committee feel that it would have been 
possible to establish indigenous production 
within a period of 10 years had the Government 
assigned the agreement earlier to a body 
exclusively entrusted with this task instead of 
loadinc the D.G.O.F. with the manufacture ot 
tractors. 

I 

During evidence it was admitted that condi-
tions contained in tbe old. agreement "were more 
favourable." The reprE5!"ntative of BEML 
fUrther conceded that the earlier agreement 
"W!lS probably a little better." It is noted that 
the earlier agreement was generally more favour-
able in the matter of prices' for complete knocked 
doWJl8 comDQnFm~', an4 spares as also in respect 

,of IlUPply of 19aJ'ft padJr Another favourable 
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7 3.25 

8 3 .. 3' 

9 3.35 
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3 

feature of the old agreement was that it made 
provision for regular and prompt supply by Mis. 
Komatsu of information relating to engineering 
changes with regard to material processing 
techniques and improvements and conditions to 
the equipment covered in the agreement. On 
the other hand the scope of the new agreement 
was restricted only to the current models of 
three. types. The Committee are concerned to 
know that the new agreement was less favour-
able as compared to the old agreement. 

The Committee, however, hope that the BEML 
will take full advantage of the assistance stat~d 
to be rendered by tbe collaborators in the matter 
of indigenisation and reach the maximum 
possible degree c'f indigenisation within the re-
maining period of Agreement so as to avoid any 
further extension to this collaboration agree-
ment. 

The Committee note that the high sick rate 
01 30 per cent of the Komatsu tractors was not 
due to any inherent defect in the machines but 
because of inadequate supply of spares for aU 
the Komatsu Tracto:s put on field. The Com-
mittee are of the opinion that drawing up a long 
term procurement programme of spares in 
advance is not impossible of achievement. Had 
steps been taken to evolve a long term procure-
ment policy for spares, the critical situation 
would not have arisen. The Committee hope 
that such situation would not arise in future 
since Komatsu have assured to supply spares ior 
a period of 7 years· after tne termination of the 
new agreement. 

As Tigar-120.SK tractors are stated to be 
suitable for such diverse functions as dozing, 
loading, trench digging and recovery work which 
are of vital use to the Defence Services and 
Border Roads, the Committee feel that the 
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Government should have evaluated results after 
usage in field before entering into collaboration 
agreement. Since it is essential to meet expedi-
tiously demands for this equipment from 
Defence Services and Border Roads. the Com-

o mittee hope that earnest endeavours would be 
made to achieve indigenous manufacture of this 
equipment within the period of Agreement. 

The Committee note that one of the reasons 
for not locating the Factory at Bangalore was to 
avoid investment on transport facilities. It was 
thought that such expenditure would be unpro-
ductive and would add to the cost of the pro-
duct. The Committee note, liowever, that the 
establishment of the earthmoving factory at 
Kolar has involved Government investment in 
the building of a township at an estimated cost 
of Rs. 1.66 crores. While' the Committee are for 
provision of essential IUrleI:dtios to workers they 
would like ·Govermr&ent te enSure that the ex-
penditure on suelt infr .. tructure II kept within 
the economical and re8IOnable limits So that it 
does not unduly burden the cost of production. 

The Committee cannot help concluding that 
the Project was neither properly planned nor 
well executed. The important aspects concern-
ing the Project were not dealt within a systema-
tic and expeditious manner. The Committee feel 
that the technical feasibility study should have 
been undertaken. the site for the location of the 
Unit determined. the source for meeting the 
fore'gn exchange requirements of the Unit and 
the organisation for the implementation of the 
Project decided before entering into the colla-
boration agreement. 

The Committee regret to note that time taken 
by the Government at different stages was 
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unduly long considering the fact that the colla-
boration agreement for a specified period had 
already been entered into and the payments-
thereunder amounting to $7,50,000 repr,senting 
'l'echnical Assistance Fee, were falling due from 
time to time besides the minimum amount of 
$5,00,00~ payable towards Royalty, Research and 
Development Fee for the first five years of the 
Agreement. 

The Committee are not convinced with the plea 
that delay in the planning execution of the 
BEML project was due to "unforeseen circum-
stances". The decision of the U.S. Government· 
not to enter into any new aid commitments to· 
India became known to Government of India in 
September, 1965. There was no justifiable reasons 
to keep the matter pending for two years in the 
hope of availability (1f foreign exchange from 
U.S. sources even after their inability had 
become definitely known. Had Government pre-
planned the alternative sources of foreign 
exchange for this project at an early stage and 
tapped them as soon as it was known that EXIM 
Bank Credit-woulCi not be forthcoming, the 
delay of two years could have been avoided. 

The Committee note that target of production 
of almost all item'; have been revised downward 
by the BEML. Table in para 5.5 gives the 
definite impression that the targets of production 
for the years 1968-69, 1969-70 and 1970-71 in re~
pect of most items have been revised downwards 
to match tbe actual production figures.- Even 
the reduced target has not been achieved in pro-
duction. The Committee are not convinced about 
the reasons given by BEML justifying downward 
revision of targets fixed earlier. Consequently, 
they are inclined to believe that the fault may 
not be in fixing the targets but in making sus-
tained eftort to achieve them since the easiest 
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way to cover failure Is ~o revise the targets 
downward. The Committee, therefore, recom-
mend that this tendency to revise targets down-
ward should be checked forthwith and positive 
steps be taken to realise the targets once set. 

.15 5.15 The Committee observe that the shortfall in 
production in the past has been mainly due to 
non-availability in time, of component I parts 

. whether imported or indigenous. The Committee 
hope that. by le~rning from the past experience 
BEML would take adequate steps to ensure 
necessary and timely supply of the required 
componentslspare parts to enable it to adhere to 
its production schedule. Any delays in deliver-
ing of the earth moving equipment by the BEML 
is bound to up-set the production programme of 
the Public Undertakings who book their orders 
with BEML for this type of equipment. The 
Committee therefore need hardly emphasise that 
every effort should be made to adhere to the 
targets of production. 

16 5.24 B.E.M.L. proposed to enter into new collabora-
tion agreements for certain items. In the revised 
product-mix, there are four new items for pro· 
duction i.e. 

(i) Crawler Tractors of above 300 HP, 

(ii) D-55-SID-60-S Crawler Tractor-Front 
End loaders. 

(iii) 25 ton and above 35-ton-oft-the-Highway 
Rear Dump and Trucks (Haulpaks) and 

(iv) Wheeled Front End Loaders. 

The Committee are not aware whether BEML 
has carried out any comprehensive survey for its 
existing and planned products. While appre-
ciating the endeavours of 'BEML to expand and 
become flexibile to suit rapidly changing market 
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preferences from time to t~e, the Committee 
need hardly stress that the· effort should be .to 
meet the needs for diversift.caUon from within the 
existing resources of men and machinery. . The 
Committee also Skeu--thatwhere foreign know-
how is required for diversification of production, 
the existing collaborators may be approached to 
supply it within t~ framework of existing 
agreements. The Committee woukl like to re-
mind BEML of its prime responsibility to make 
firm assessments of demand before' committing 
its limiled resources to diversification 
programme. 

The Committee Qbserve from the table given 
in para 5.26 that the progress as regards indigeni-
sation lags far behind the targets. The Commit-
tee are therefore of the opinion that the pace of 
indigenisation needs acceleration. BEML 
should spare no efforts to achieve a greater 
degree of indigenisation and the Committee 
expect that- inCC1Ordination with other manu-
facturers of earth moving equipment in the 
country it should be PQSSible for BEML to bring 
about further reduction in the imported contents. 

The Committee also urge the Government to 
keep special watch and to give timely help to 
the undertaking in intensifying efforts in 
utilising the spare capacity available in the 
existing Public Undertakings. 

The Committee note that the undertaking 
has been experiencing difficulties in procurement 
of various materials especially Steel Forgings, 
G.l. and Black Pipes, Halical Springs, Wheelsets, 
Steel Plates and Special steels. The Committee 
hope that the position would ease as a result of 
the urgent action taken by the Government. 
The Committee recommend that all possible 
efforts should be made by the undertaking to 
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ensure timely supplies of essential raw materials 
with a view to sustain its production programme 
and avoid gaps between the production targets 
and achievements which not only upset the time 
schedule of BEML but of all the undertakings 
that rely on BEML for their requirement of 
Heavy Earth Moving equipment. 

The Committee also note that there is insuffi-
cient production in the cOWltry of wheels and 
axles because of which the Railway Board have 
to release foreign exchange for import of the 
same. The Committee would like to draw 
attention to the recommendations made in para 
3.56 of their report on Hindustan Steel wherein 
they have pointed out that the production of the 
Wheel and Axle Plant in Durgapur in 1969-70 
was as low as 15 per cent of the rated capacity. 
The S::ommittee cannot too strongly urge the 
Government to take concerted measures to im-
prove the production of wheels and axle at the 
Durgapur Plant so as to \Deet in full the require-
ments of wheel sets and axles for rolling stock 
manufactured in the country and obviate the 
necessity of import. Moreover, indigenous sup-
ply of such parts will also ensure timely suP?ly 
which is a very important factor. 

The Committee recommend that the reasons 
for increase in the stock from a ratio of 3.6 
months in 1968-69 to 6.2 months in 1969-70 should 
be looked into and steps to bring down the ratio. 
consistent with the needs of production, deserve 
to be taken by BEML. 

The Committee note the steady increase in the 
production and sales of the Company year by 
year. They also find that Zonal Offices have been 
set up at Bombay, Delhi, Calcutta and Hydera-
bad and that service terms are placed for major 
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Projects with N.C.D.C., N.M.D.C, and Agro-
Industries Corporation. The Committee consider 
that it is only through efficient after sales service 
in the field that the Company can inspire confi-
dence in their products and build up an assured 
and expanding market. 

The Committee are glad to note that the Com-
pany is in a position to deliver immediately on 
demand D-80 and D-50 tractors. They, however, 
feel that the delivery period of one and a half 
year in the case of D-120 tractors is rather long. 
Since D-120 tractors are required by the Army, 
the Committee emphasise the need to reduce to 
the minimum· the time interval between the 
booking of the order and delivery of D-120 
tractors. 

The Committee note that there was lack of 
planning in arranging timely import of the 
various items. Although the foreign exchange for 
the purpose was released as early as August, 
1967, the import ·of all the required items (in-
cluding missing parts) was actually completed 
in October. 1968 resulting in abnormal delay in 
supply of Dumpers to MI s. Hindustan Steel Li-
mited. The Committee feel that timely action 
should have been taken to ensure replacement 
of the missing parts viz. Generator & Wheels by 
the collaborators. 

The Committee also recommend that special 
care shoo.id be taken byBEML and other public 
enterprises in supplying capital equipments to 
other Public Undertakings so as to avoid any 
adverse effect on the production programme of 
the Public Undertakings which have to depend 
on other U~rtakingc; for supply of capital 
equipment. 

---_._---_._----_. -_._._--------
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The Committee are surprised to note that the 
Company has not developed any cost control 
BOheme so far, with the result that no systematic 
and uniform pricing policy is being followed with 
regard to its products. The Committee are of 
the view that in the absence of a s4tisfactory 
cost control scheme, it would hardly be possiple 
for the BEML to keep an eye on the trends of 
cost of production and to take timely remedial 
measures· They recommend that BEUL should 
take suitable steps to develop cost consciousness 
at various levels of Illanagement, keeping in 
view the instructions issued by Government 
from time to time for achieving effiCiency, CO'St 
reduction and profitability .. 

The Committee consider that as most of the 
equipment anq machinery are beine produced by 
BEML with foreign collaboration, every effort 
should be made by the T1ndertaking to ensure 
that the cost of manufacture in India is kept as 
near as possible to that obtaining in the colla-
borator's own country. In fact, as latest type of 
equipment and machinery are being installed for 
manufacture, there is no reason why our cost 
should not even be lower than that obtaining in 
the collaborator co~ntry. The Committee are, 
therefore, not convinced with the Government'. 
reply that the q\lestion of comparing the prices 
would arise only after the full facilities for 
manufacture have been established in the 
country. They consideJ' that such a study should 
be continuously made as part of the effort to 
control and reduce the cost of manufacture. 

Now that the Bhar.t Earth Movers are 
8Ping in for manufacture of agricultural equip-
ment like tractors, the Committee would like the 
Undertaking to make special efforts to see that 
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the cost of manufacture is kept at most compe-
titivelrate in order to encourage the use of 
machinery in this basic sector of our economy. 

The Committee note that there haa been an 
over all improvement in the financial affairs of 
the undertaking in 1969-70 compared to the pre-
vious year 1968-69. Gross profit before tax as 
well as net profit after provision for taxation in 
1969-70 has been on the increase. Moreover the 
undertaking has been able to generate internal 
resources to the tune of Rs. 5.68 crores in aoout 
six years of its coming into existence. The 
Committee hope that the undertaking would not 
only be able to maintain the present trend of its 
profitability and generation of internal resour-
ces, but would also be able to' further improve 
on it. 

As urged by the Committee elsewhere in the 
Repor1;, Government/Undertaking should &pare 
no efforts to reduce the price of equipment and 
machinery particularly of tractors so that the 
full benefit of efficient productiou is shared by 
the economy as a whole. 

The Committee are unhappy to note the in-
crease in percentage (1f debtors to sales during 
the last three years. They have also noted with 
concern that there has been considerable increase 
in the Book Debts of BEML' (as on 31st March, 
1970) which were considered doubtful. More-
over, the Committee note with regret that most 
of the outstanding dues are against Govern-
ment Departments/Railways/Public Undertak-
ings. Such large outstandings have the effect of re 
ducing the profitability of the undertaking by 
straining ita resot1TC·es to meet the requirements 

'Of warking eapital. The Committee would like 
Government to issue general directions that 
Govemm.ent Departments/Railways/Public Un-
dertakings should accord high priority to setting 

---------~-
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of bills and effecting payment for machinery, 
equipment and goods received by them from pub-
lic undertakings. The Committee would like to 
be informed o'fthe instructions issued and follow 
up action taken to achieve' this objective. 

Research and Development activity is vital 
to the growth of modern industries and enable 
enterprises to explore. and, develop newer and 
'better products and' processes. They are a con-
tinuing activity and help to create 8 new basis for 
technology. The Committee are unhappy to note 
that the Company have not yet formulated their 
schemes for effective utilisation of the funds 
earmarked for Research and Development. The 
Committee feel that main objectives behind ,the 
creation of Research and Development Fund and 
setting up of R~earch and Development Divi-
si~ are to develop new eqUipment based on cus-
tomer requfrements and improving existing mo-
dels of equipment under production. Apart from 
thi~, another important objective' of ReselU'Ch 
and Development Division is to assist the com-
pany in rapidlyindigenising the manufacture 
of all components and'thereby increase pro-
ductivity with particular reference to cost re-
duction. .~ The Committee strongly recommend 
that· thdundertaking should formulate research 
schemes - With the specific purpose of achieving 
the objectives for which the Research and De-
velopment Fund has' been created including the 
Scheme to 1'8pidly indigenise the manufacture 
of components. 

The OcImmittee note that latest demand sur-
vey was conducted by a team constituted by the 
Ministry of Industrial Development in 1968 for 
the Fourth Plan, which continues to be the 
guide-line for the Company. even at pr~t. 
The Committee are of the view that apart from 
long term survey such· as. the one conducted in 
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1968 for the Fourth Plan, the Undertaking 
should carry out annual surveys with reference 
to its specific prociUCb ·witha view to undertake 
production programme based on realistic assess-
ment of demand of the major customers taking 
into account possible fluctuatio'ns of demand. 

The Committee note that BEML arrange in-
plant training, apprenticeship training and shop 
floor training, etc., at BEML and at the HAL 
Tr.aining Institute. The Committee recommend 
that intensified and specialised training schemes 
may be la~ched with a view to achieve cent-
per-cent lndianisation ·of technical personnel as 
quickJyas possible. 

The Committee also recommend drawing up 
of refresher courses for the various grades of 
technical personnel employed in order to en-
sure maintenance of high standards of skills and 

, performance. 

The Committee find that Bharat Earth Mo-
vers Ltd., have got apart-time Chairman and a 
full-time Managtn:g Director. In their Report on 
Public Sector Undertakings, the Administrative 

, 'Reforms' Otmlmtssion hal! recommended that a 
Board of Management of the Public Sector Cor-
pOration shou1i1 have -a full 'time Chairman-cum-
Managi'll~ Director. Government considered 
their' ;.ecommend'atkYn and took a decision that 
as a rule there should be full-time Chairman-
cum-Managing Director and in exceptional 
cases where the ;Ohailman might be only a part-
time one, there should be a full time Managing 
Director. The Comm~ttee fail¢o understand 
why an exc~tion was made in this particular 
case. The Committee desire that Government 
would examine the possibility of cC'lmbining the 
posts of Chairman and Managing Director in 
'Sharat Earth Movers Ltd,. in the light of their 
o~ decision. 
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35 9.15 The Committee note with satisfaction the bu-
. portance given to the improvement of industrial 

relations in the undertaking and the creation of 
the post of Industrial Relations Manager is a 
step tn that direction. They hope that peraon 
appointed to this new post will justify the pur-
pose for which he has been appointed. 

36 9.20 The Committee note that the terms (1f the 
foreign technician from USA had to be extended 
by two years as he is now found very helpful 
for purposes of indigenisation. The Committee 
hope that the Company will now be able to uti-
lise fully the services of this technician and 
would discourage the retention of foreign tech-
nicians unless absolutely justifiable. 

37 9.22 The Committee note the importance given to 

38 9.27 

the Personnel Department in the organisation 
of the undertaking and hope that the depart-
ment wiU justify the purpose fcYr which it haa 
been set up. 

The Committee regret to note that BEML 
has not so far conducted any systematic assess-
ment of staff strength since it took over the Rail-
coach Division from erstwhile Hindustan Air-
craft Ltd. in Jan1.Wll'Y, 1965. The Committee are 
not aware whether the BEML management have 
laid d<twn systematic norms for difterent cate-
gories of staff and fixed any norms of work-
load which are essential for efficient and econo-
mic utilisation of the staft. The Committee, 
therefore, recommend and BEML should make 
an immediate assessment of staff strength and 
determine the norms of work-load for all cate-
gories of staff with the help of an independent 
specialised agency and to re-assess and ration-
alise the staff strength accordin~ly. The Com-
mittee alsoSUi,ieS.t. .that· saoh an assessment of 
manpower requirement should;· in future, be 
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made at regular ,intervals in order to detennine 
the proper utilisation of working force so as 00 
avoid overstaffing:. 

The Committee is not very clear as to whe-
ther exhaustive Recruitment & Promotion Rules 
have been framed by the BEML. They recom-
mend that such rules should be CO'difted from, 
the existing rules and orders and modified, if 
necessary, taking into acoount the recruitment 
and promotion principles in well established 
Pub1ic Undertakings. Th~ Committee urge that 
the directions issued by the Government of 
.India (Ministry of Labour and Employment} in 
the matter of recruitment be taken serious note 
of by BEML and their implementation should 
not be ignored. 

In regard to promotion polley, the Com-
mittee recommend that: 

(i) Promotion be based on seniQrity-cum-
merit; 

(Ii) adequate quota of vacanCies 
cadre should be reserved for 
mental promotees with a view 
avenues of promotion open in 
res. 

in every 
depmt-

to keep 
all cad-

(iii) a procedure be evolved to raise the su-
perior cadre out of the talented em-
ployees of the undertaking instead of 
depending on retired Gwemment om-
cials/creputationists/ofticers from other 
public undertakings. 

(iv) Due care be taken to see that the quo-
tas reserved for Scheduled Cas~ and 
Scheduled Tribes under Government of 
India orders are filled up. 

The Committee note that as a result of the 
Memorandum of Settlement signed between the 
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, 
BEML Management and the Labour Union, in-
dustrial peace has been assured for three years. 
They are glad to note that the Labour Manage-
ment Relations ~e cordial and hope it would 
continue in future to serve the cause of improve-
ment of prdduction. 

The Committee recommend that Government 
should examine and take an early decision about 
constituting Council of JOoint Management in 
BEML and of giving representation to workers 
on the Board of Directors of Public Undertak-
ings in the Defence sector. 

The Committee note that the Earth Mover 
Factory of the BEML is in· a formative s~ge 

and that accounts for the non-introduction of 
the incentive scheme there. But the Committee 
would expect the BEML· to' bear in mind that 
incentive scheme offering inducement to work-
ers to put up better individual and group per-
formances is the primary prerequisite in any 
industry. They hope that the incentive scheme 
in the Earth Mover Factory will also be intro-
duced at an early date. 

The Committee recommend that the ques-
tion of Government's approval for constructio'n 
of a colony may be vigorously pursued and the 
constructiOon of township at Bangalore com-
pleted as early as possible. 

45 10.2 (i) (b) The Committee are surprised. to note that 
the Government/Undertaking went ahead with 
signing a collaboration agreement without the 
DPR being available to them. Such a practice 
is not only unusual but also lays down an un-
healthy precedent for future. The Committee 
recommend that steps should be taken to avoid 
recurrence of such errors in future. 
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l{1.2 (ii) (b) The primary duty of an undertaking is 
adhere to the rated. capacity of every plant an, 
machinery. Therefore, the performance and pro-
duction should be judged against the rated ca-
pacity. The Committee reco'mIIlend that the 
Undertaking should take steps to attain the 
rated capacity of the Plants if not done already. 
Moreover, any downward reVIsIons of the 
targets of production should be done on the 
basis of valid grounds. 

lO.2(ii) (c) It has come to the notice of the Committee 
that castings and forgings for the products of 
the undertaking are made in HAL, Heavy Ve-
hicle Factory and Praga Tools Ltd. Castings and 
Forgings, the Committee feel, are the mast vital 
process for an undertaking like the BEML. The 
Committee note from the written material fur-
nished by the undertaking that although orders 
placed on established manufacturers well in ad-
vance, they were sometimes not able to supply 
these forgings in time in view of the difficultietl 
experienced by them in obtaining the required 
forging quality steel billets from the steel 
plants. Crawler tractor manufacture requires 
considerable amount of steel castings of intri-
cate nature whO'Se supplies were not forthcom-
ing in adequate quantities. Npn-supply of or 
slow supply of steel castings does affect, at 
times, the scheduled programme. The Commit-
tee recommE!'l'ld that the· Foundries in Jabalpur, 
Wardha and Avadi be advised by the Govern-
ment to accard adequate priority to the work of 
the BEML as they are producing very import-
ant defence equipments like heavy earth mov-
ing machinery and tractors which are vital to 
the Border Roads OrgaJ'tisa~ion, etc_ 

48 11.2 (iii) The Committee find that the shortfall in 
produetion. in the past has heen mainly due to 
non-avaUability in time of components/parts 
both imported and .indigenous. The undertaking 
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has also been experiencing difficulties in pro-
curement of various' materials, especially Steel 
Forgings, G. I. and Black Pipes, Halical Springs, 
Wheelsets, Steel Plates and Special Steels. The 
Committee recommend that the undelltaking 
shOUld take special care to plan its requirements 
of components and raw materials both Indian 
and imported adequately in advance. The pro-
duction of the undertaking should not be allow-
ed to suffer on account of the non-availability of 
these two basic items, viz. raw materials and 
components. For this matter in the opinion of 
the Committee there is no harm if the under-
taking were to make out a tentative require-
ments of components and raw materials parti-
cularly the imported ones for two to three years 
and move the Government if' necessary from 
now itself for their timely procurement. 

49 10.2 (v) (b) The Committee has not yet been able to find 
the basis on which the increase in staff has been 
agreed to by the Undertaking from time to time. 
They recommend that·a systematic study of the 
staff requirement of the Undertaking should be 
carried out periodically before fresh recruitment 
is made. In this connection, they suggest that 
a work study cell should function in the Under-
taking if not already in existence, to carry out 
the work study at regular intervals, taking into 
consideration the job requirements of the indi-
vidual items of production. The staff strength 
should be determined after taking Work Study 
Report into account. 

50 10.2 (vi) The undertaking is having both part-time 
Chairman and a fuB-time Managing DirectoT 
which is contrary to the principles enunciated 
by the Administrative Reforms Commission and 
also recommf.'ndatlons of the Committee on' 
Public Undertakings (8th Report of CPU on 
Hindustan Aeronautics Led.) 

--._------------------ .. --------_._-----
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The Committee are unable to }-J'cate in BEML 

any special reason justifying the maintenance of 
two pl'inCipal functionaries viz. the Chairman 
and the Mana'ging Director. The Committee 
while reiterating their, earlier recommendations 
rontained in the abo~e mentioned report that 
when the Chairman has n, -executive fUnctions 
and is simply required to preside over the 

. meeting o·f the Board the're is no point in having 
one such in additIon t'l a Managing Directo'I'; re-
commend that the undertaking should imple-
ment it. 

51 10.2 (viii) The Committee find that while fixing prices 
the undertaking is guided by market conditions 
and they try to ensure that their prices afe as 
competitive as possible in regard to their pro-
ducts. In ·~;ther words, it appears that no syste-
matic or uniform policy in regard to pricing of 
the products (earth movers and tractors) has 
yet ~en framed and pricing is dependent on the 
competitive market price coupled with the n'i!-

. gotiations with the customers. It is mt clear to 
the Committee as to Whether the prices agreed 
upon are on the basis of actual cost plus over-
head ... and .other incidentals 'Or it is ad hoc or is 
based 'In . fixed price contract system. The Com-
mittee re'Commend that the unde'"taking should 
cons!der and evolve a rational pricinl! pOlicy to 
maintain· and improve its nrofitability. The pri-
cing policy ~hO'..lld take into consideration mar-
ket price, th£' C'1'St of products inc1udin~ fair re-
turn on caPital after O"nvid1nll for depreciation 
and interest on a realist;,. ha~i~ keet'lln~ in view 
the competitive natur('l of the price level. 

52 10.3 (it) As regards home sales, the Committee find 
that the sales have amounted to Rs. 13.93 crores 
in 1967-68, Rs. 21.51 crores in 1968-69 and Rs. 
22(86~crores in '969 .. 70 To tlIat extent, the un-
dertaking h-asbeen able to 8e~1 its pr.J'ducts in 
the home market. 

-.-.- --.-.----------------------
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The Committee also find that the undertak-
ini has embarked upon exploring export mar-
kets. At present, its export activity is confined 
to countries in and around India, such as Nepal, 
Ceylon and West Asian countries. Their sales 
agency has also been setup in Nepal. It is not 
known to the Committee whether any export 
has yet been made of its products to these coun-
tries. 

The Committee recommend that the under-
taking should strive hard to fulfil its objectives 
to expm heavy earth· moving eqUipment and 
tractors to the countries whose markets they 
have started exploring, namely, Nepal, Ceylon 
and West Asian countrieS. 

53. 10.3 (iv) TO SUM UP, the Committee find that the 
undertaking has been performing its production 
activities consistent with profitability. Certain 
handicaps in the form of delay in the utilisation 
of the services of the collaborators, shortfall of 
raw materials and i.mported components etc., 
had appeared in the past. The Committee hope 
that it would be p':''Sslble for the Undertaking to 
overcome those difficulties and maintain its 
tempo of activity in production. sales and parti-
cularly, the export sales. The Committee hope 
that the profit that this undertaking Is earning 
will not only be maintained but would be en-
hanced in future. The principal objectives for 
which the Company stands. the Committee ex-
pect, will ultimately be fulfilled. 
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