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CHAPTER I 

REPORT 

1.1. This Report of the Committee deals with the action taken by 
Government on the Committee's rec e t ~ erv t  con-
tained in their 109th Report (6th Lok Sabha) on Production of Vehi-
cles in Ordnance Factories commented upon in paragraph 10 of the 
Report of the Comptroller and Auditor General of India for the year 
1976-77, Union Government (Defence Services). 

1.2. The 109th Report was presented to !..ok Sabha on 22 Decem-
ber 1978 and contained in all 23 recommendations/observations. The 
action taken notes in respect of all the 23 recommendatioruV observa-
tions were received from Government on 19 March, 1980 and these 
have been broadly categorised as follows: 

(i) Recommendationsi/observations that 1uwe been accepted 
by Government: 

81. Nos. 1-5, 11-12, 16-17, 19 and 21-23. 

(ii) Recommendations/observations which the Committee do 
not deSlire to pursue in the light of the replies received 
from Government: 

81. Nos. 6, 10 and 13. 

(iii) Recommendations/observatUms replies to which have not 
been accepted 'by the Committee and which require reite-
ration: 

8l. Nos. 8-9, 14-15 and 20. 

(iv) Recommendations/observations in respect of which Gov-
ernment have furnished interim replies: 

8l. Nos. 7 and 18. 

\ 1.3. The Committee deprecate the delay in sending final replies 
to two recommendations. They desire that final replies, duly vetted 
by Audit, to those recommendations/observations in respect of which 
only interim replies have so far been furnished should be submitted 
to them expeditiously. 

8l. Nos. 13 and 22 not vetted by Audit. 
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1.4. The Committee will now deal with the action taken by Gov-
ernment on some of the recommendations. 

PToduction of Shaktiman and Nissan vehicles (Paragraph 1.100-Sz. 
No.8) 

1.5. Commenting on the shortfall in production of Shaktiman and 
Nissan vehicles during the years 1971-72 to 1977-78, the Committee 
in paragraph 1.100 of their 109th Report had observed: 

"According to the Project Report, the factory was to reach a 
monthly target of production of 360 Shaktiman and 400 
Nissan vehicles in September 1969, that is, a year after 
the estimated commencement of production there. Monthly 
targetted production of 500 Shaktiman and 600 Nissan 
vehicles was to be achieved in April 1970. The Committee 
are dismayed to find that as against these targets, the 
actual average monthly production of Shaktiman vehicles 
during 1971-72 to 1977-78 has ranged between 25 vehicles 
and 291 vehicles and that of Nissan Patrol and Nissan 1-
ton has ranged between 37 and 117 and 50 and 348 res-
pectively. Further, there have been wide variations in 
the monthly production of each of these vehicles. All this 
reveals lack of systematic efforts on the part of the fac-
tory authorities to evolve a uniform pattern of production 
and achieving optimum monthly as well as annual pro-
duction." 

1.6. In their action taken note dated 14 March. 1980 the Ministry 
of Defence (Deptt. of Defence Production) have stated: 

"The production at VF J is based on the programme assigned to 
the factory by the Government and is dependent to a large 
extent on timely, regular and adequate supplies of finished 
components, half wroughts etc. from a large number of 
trade sources spread all over the country. Any shortfall 
Or irregularity in supply from the trade sources has its 
effect on the production efforts at VFJ and the monthly 
production figures at VFJ therefore vary in sympathy with 
the variation in rate of supplies." 

1.7. Wltile explellriBg dissatisfaction over the shortfalls between 
the monthly targeted production and actual production of Shaktiman 
and Nissan vehicles in the V.F."., the Committee had recommended 
that the factory authorities shoaidevolve a liftifonn pattern of pro-



auction anel aeb1eve optimum monthly as well 8S annual production 
of the e c ~  The CoumHttee aft I~  to note that in their 
action taken note, the Ministry -of Defence have not indicated any 
steps taken or pt'Ollosed to 1tetakeR to aagment )K'oduction of the 
vehicles as per fadorTs -capacity. Instead, the Ministry have con-
tended that the extent of protluriioB of vehicles ~ e  on a number 
of factors namely regular aDd adequate s.pplies of finished compo-
nenh,half wroughts etc. frmn a large ~r of trade sources spread 
an over the country. The Committee Deed hardly emphasise that it 
is for Government to find out ways and means to ensure adequ'lte 
and regular supplies of finished components so that the factory is 
able to achieve optimum production of Shllktiman and Nissan vehi-· 
des. They strongly recommend that Go'Vernment sho.ld review 
the methods and. procedui'e5 of procurement of finished components 
and introduce suihble control/coordination system to ensure that 
the VFJ's requirements of comPQ,Dents are adequately met. 

Non-achievement of targets of production of vehicles, under-utilis-
ation of capacity Of factory and rise in the cost of production 
of Shaktiman (Paragraph 1.101, 1.106 and 1.107-Sl. Nos. 9, 14 
and 15. 

1.8. Commenting on non-achievement of the monthly targets of 
production of Shaktiman during 1973-74 to 1976-77, under utilisation 
of the capacity of the factory and rise in the cost of production of 
Shaktiman, the Committee in paragraphs 1.101, 1.106 and 1.107 of 
the Report had observed: 

"1.101. Explaining the reasons for non-achievement of the 
monthly targets, the Secretary (Defence Production) 
informed that the production had to be correlated to the 
orders placed on the factory. In this context the Com-
mittee observed that as against the requirements of 
Shaktiman indicated by the Defence Ministry during 
1973-74, 1974-75, 1975-76 and 1976-77 for 3000 4200 4800 
and 6000 vehicles respectively, the production r r~ e 
assigned to the factory for this vehicle durhg these years 
was 2100, 2000, 3071 and 3067 vehicles. The actual pro-
duction of Shaktiman during the years 1973-74, 1974-75, 
1975-76 and 1976-77 was, however, 2400 2000, 3152 and 
349-2 vehicles. Similar patterns have been revealed 
in the figures of reqUirements, programming and actual 
production of other two types of vehicles during these 
years. The Committee were informed that this pro-
gramming was done on the basis of the allotment of funds: 
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made by Apex Body of Planning Commission. This 
shows that in spite of the pressing requirements of the 
armed forces for these vehicles and also wh8n the factory 
had capacity to produce more, lesser programmes for the 
production of these vehicles were assigned to the factory 
due to the financial constraints imposed by the Planning 
Commission. It is really perplexing that such a strategic 
and important factory established for meeting the press-
ing needs of the army for the vehicles could not be press-
ed into optimum production partly due to the finaneial 
constraints. The Committee are afraid that all the neces-
sary facts about the requirements of the armed forces for 
these vehicles, capacity of the factory etc. were not placed 
before the Planning Commission by the Defence Ministry 
while seeking allotment of funds. The CoIDmittee would 
like to be enlightened in this regard." 

"1.106. The under-utilisation of the capacity of the factory has 
not only affected the production but there had been con-
siderable wastage on this account. The Committee, how-
ever, regret to note that Government have been unable 
to furnish to the Committee the value of the loss incur-
red by the factory because of such under-utilisation." 

"1.107. The Committee note that due to the under-utilisation 
of the capacity of the factory, there has been very consi-
derable increase in the cost of production of the vehicles. 
For instance, as against the cost of production of Rs. 37,303 
for Shaktiman envisaged in the project Report the actual 
cost of production during 1976-77 was Rs. 1.33 lakhs. This 
means that the increase in the cost of production in the 
case of Shaktiman has been of the order of 257 per cent 
which is a sad reflection on the functioning of the ordnance 
factory. The Committee are unable to appreciate why it 
is not possible for the ordnance factory to match the cost 
of production of these vehicles with the cost of procure-
ment of these vehicles by the Department from trade 
which is considerably less, being only Rs. 91,250 for 
Shakiman during 1975-76. The Committee strongly em-

phasise that the Department shouni make a serious 
attempt to locate the real causes for this high cost of 
production and take suitable steps for bringing them 
down as far as possible!' 
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1.9. In their action taken notes dated 19th June, 14th July and 
14th March, 1980 respectively, the Ministry of Defence (Department 
-of Defence Production) have stated: 

1973-74 

1974-75 

1975-76 

"1976-77 

J977-78 

1978-79 

rear 

i973-74 

1974-75 

1975-76 

1976-77 

1977-78 

-1978-79 

"1.101. From the minute,. of the vehicle Production Review 
Meetings held during 1973-74 i.e. 27th February, 1973, 
23rd March, 1973 and 7th May, 1973, it is seen that the 
following targets for the period from 1973-74 to 1978-79 
were laid down for Vehicle Factory, Jabalpur:-

rear SluJictiman Nissan I-Ton NisJan Patrol 

3000 4000 1000 

4200 5000 1000 

4800 5600 1200 

6000 5000 1600 

6000 5600 1600 

6000 5600 1600 

2. From the above figures it is clear that the trend of the tar-
gets of production was higher than what was actually 
fixed by the Apex Planning Group in Appendix D-I and 
D-II of the Report which are reproduced below: 

Shaktiman NisSQlI I-Ton Nissan Patrol 
Against Against Against 

2100 (3000) 3000 (4°00) 900 (1000) ~ 

2100 (4200) 3000 (5000) 596 (1000) 

3271 (4800) 3304 (5600) 1057 (1200)l! 

3000 (6000) 3000 (5600) 1000 (1600) 

3000 (6000) 3000 (5600) 1000 (1600) 

3000 (6000) 3000 (5600) 1000 (1600) 

3. The reduction in target figures by the Apex Planning Group 
appears to be on account of the stringency of available 
resources which is eyident from the observation made by 
the Apex Planning Group in page 10 and para 1.9.1 of its 
Report, which is reproduced below: 

"The stringency of available resources, both internal and 
external has been borne in mind." 
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"1.106. In this connection it is mentioned that it has already 
been submitted by the Department to the Public Accounts 
Committee that the Ordnance Factories cater almost ex-
clusively to the needs of the Services and in certain 
product ranges have spare capacities for stepping up 
production in times of emergency. In the present system 
of accounting and budgeting in the Ordnance Factories, 
items issued to the Services are treated as free issues. 
Even though the items of manufacture are costed, the 
system of account is not geared up for preparation of 
profit and loss accounts. 

2. The loss which the vehicle factory, Jabalpur suffered by 
not working to full capacity in two shifts can be computed 
only on hypothetical basis. 

3. The quantum of 10s3 has been assessed by the CaOA by 
taking pro rata production targets on the basis of IE 
strength· as on 31st March, 1973 and 31st March 1974. 
According to the CaOA the full complement of manpower 
was in position only from 1st April, 1975. The loss arrived 
at the above basis come to Rs. 4,17,00,367/ for the e~r  

1973-74 to 1976-77.* 

4. It may, however, be pointed out that the quantum of pro-
duction cannot be determined by merely computing the 
number of IEs put on production work. As such, pro rata 
production targets b3sed on IEs strength cannot be taken 
as base for the purpose of assessing the national loss. 
Besides, apart from the labour force, other factors like 
availability of requisite technical know-how, state and 
limitations of plant and machinery, non-availability of 
the production facilities as envisaged in the project Re-
port and other deficiencies of the Project Report have 
not been taken into account while assessing. the loss." 

"1.107. The reasons for variation between the estimated and 
actual costs of production such as the effect of devaluation 
of the tndian Rupee in June, 1966, the steep variation in 
rate of exchange between Indian Rupee and OM & Yen 
and price escalation granted to the Collaborators during 
the period between 1965 and 1971-72 etc., are beyond the 
control of DGOF. Also the general inflation that has 
taken place during the intervening period has also to be 

~e loss figures could not be verified in Audit. 
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taken note of. It may be appreciated that DO ~c  
truck was available even from the trade sector for a price 
of Rs. 32,000 or near about in 1971-'12. Also straight for-
ward cost comparison of these vehicles witll those falling 
in the same general classification ~  not be con-ect 
since the vehicles manufactured at VF J have certain 
specific features for operating them in difficult terrain, 
high altitude and extreme climates i.e. transferred case, 
live front axle etc. which are requirements of special 
nature by services not required in load carrying commer-
cial vehicles. These features called for additional cost in 
the manufacture of the vehicles. Also the commercial 
vehicles as available ex-factory are bare chasis at best 
with half cab only whereas the vehicles manufactured at 
VFJ and issued to the Army are complete Trucks with 
full cab and complete body." 

1.10. The Committee note that as against the availaMe capacity 
of 13,200 vehicles -per annum, the targets approved by the Apex 
Planning Group of the Planning Commission for the years 1973-74, 
1974-75 and 1975-7& represented only 45 per cent, 43 per cent and 
57.8 per cent of the capacity in the respective years while for the 
next three years ending 1978-79, these were pegged at 53 per cent 
-of the capacity. According to the Ministry "the reduction in target 
figures by the Apex Planing Group aappeal'S to be on account of 
the tr ~c  ofavaUable resources ... ~  A computation of the 
loss suffered by the factory by not working to fuB capacity, made 
at the instance of the Committee, has revealed t~ t during the four 
years period ending 1976-77, the total loss was of the order of as 
much as Rs. 4.17 crores i.e., a little more than Rs. 1 crore per year 
on an average. 

The Committee have been informed that the ~  Com-
mittee is looking into the performance of Ordnance factories. The 
Committee hope that the aspect of under-utilisation of the vehicle 
Factory at Jabalpur would also be examined by the Rajadhyaksha 

t~ee ~  suitable m,e;:asures would be t~e  !o optimise the 
production 10 the factory so that the pressing needs of the Army 
are fully met. Since under-utilisation of capacity has also been 
the. cause of higher cost of production of vehieles, the Committee 
desIre that steps should be taken to increase the output so as to 
reduce tb,e cost of production. 
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Establishment ofa foundry (Paragraph 1.112--SI. No. 20) 

1.11. Commenting on the delay in the establishment of a foundry 
for production of castings, the Committee in paragraph 1.112 of the 
Report had observed: 

"Yet another abysmal feature of this project was the long 
and costly delay in the construction of a foundry meant 
for production of castings with almost entirely indigenou& 
raw materials for supply to the factory. Firstly, there 
was a gap of two years between the sanction for the fac-
tory and that for the foundry which indicates lack of 
planning and foresight on the part of the Department. 
Secondly, at the time of according sanction of Rs. 963.52 
lakhs in October 1967, it was envisaged that there would be 
no substantial gap between the commissioning of factory 
'B' and that of the foundry. But it is greatly disappoint-
ing to note that while the castings were to be made availa-
ble by the Foundry to the Factory 'B' by 1970-71 regular 
production in the foundry could commence only from 
July, 1976. The Department have adduced various reasons 
for this delay, e.g. delay in the submission of Project Re-
port by a foreign Gl1vernment, gener;:.l shortage of struc-
tural steel then prevailing in the country, long time taken 
by DGS&D in concl"lding A/Ts for machines indented on 
them, import of certain plant and equipment, DGTD's 
anxiety for locating a local !:ource for 'penalized roller 
conveyers' etc. The Committee, however, feel that by 
proper planning and concerted efforts, the delay in setting 
up the foundry could have been avoided." 

1.12. In their action taken note dated 14 March, 1980 the Ministry 
of Defence (Department of Defence Production) have stated: 

"This aspect of the case is being looked into by the Raja-
dhyaksha Committee and detailed recommendations are 
expected to be made in their second Report, which is yet 
to be submitted. After decision is taken on the recom-
mendation by the Government suitable steps would be 
taken for timely execution of the Projects in future." 

1.13. The Committee had expressed their displeasure over the 
delay in the construction of a foundry meant for production of 
~ t , with almost entirely indigenous raw materials, for supply 
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to the factory. The Committee had opined that by proper planning-
and concerted efforts, the delay in setting up the foundry could have 
been avoided. In their reply, the Ministry of Defence have merely 
stated that this aspect of the case is being looked into by the Raja-
dhyaksha Committee and detailed recommendations are expected 
to be made in their second Report, which is yet to be SUbmitted 
and that after decision is taken on the recommendations by the 
Government, suitable steps would be taken for timely execution of 
the Projects in future. The Committee desire that their observations 
should be sepcifically referred to the Rajadhyaksha Committee for-
consideration. 



CHAPTER II 

~ I S S I S 'fHAT HAVE BEEN 
ACCEPTED BY ~  

RecommendattGn 

The Committee note that the indigenous assembly of 6haktiman 
~~ t , Nissan I-ton and Nissan Patrol vehicles was established in 
. an Ordnance Factory 'A' from 1959, 1960 and 1962 respectively. The 
components for the assembly of these vehicles, which could be pro-
duced indigenously, were then obtained from different sister Ord-
nance Factories, largely by utilising their surplus capacity and also 
from trade. The Chinese aggression of 1962 revealed large shortage 
of these vehicles and also the ordnance factories so far feeding com-
ponents for the assembly of the vehicles, were required thereafter 
to undertake other priority items. Consequently, it became impera-
tive to establish a self-contained vehicle producing factory, suffi-
cient enough to meet the Defence requirements for these vehicles 

. along with adequate capacity and facilities for manufacturing re-
quisite components by transferring exclusive facilities for manufac-
turing components then existing in the other ordnance factories to 
this unit. With this end in view, it was decided in July 1963 to set 
up a sell-contained centralised unit to manufacture vehicles along 
with requisite components. The setting up of factory 'B' was how-
ever sanctioned by Government in November, 1965. that is after a 

'lapse of two years. The Committee regret that even when in 1962 
Government had realised that there was large-scale shortage of these 

. vehicles for use by armed forces of the country, prompt steps were 
not taken to make good this shortage and it took more than two 
years to sanction the setting up of the factory after it was decided 
to do so, 

The Committee note that the sanction of November 1965 was 
based on the Detailed Project Report, prepared in consultatian 
with Engineer-consultants of two motor-producing foreign firqls 'X' 
and 'Y'. The Committee are deeply pained to find that all the para-
meters projected in the Project Report viz., the time schedule for 
-construction of the factory and commencement and achievement of 
·optimum productIon in the factory, scale for deployment of staff, 
·estimated cost of production, time schedule for indigenisation of 

10 
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components, eE. have gone away. From the facts placed befure 
the Committee in writing as well as during evidence the Committee 
cannot help concluding that there has been utter lack of concerted 
and purposive approach in the establishment and execution of such 
an important and strategic project valuing 46.84 crores. Some of 
the notable features which the Committee would like to highlight 
are indicated in the following paragraph6. 

To begin with, the project was estimated in November 1965 to 
cost Rs. 32.06 crores. This sanction was subsequently revised twice-
.once in December 1970 to Rs. 41.53 crores and again in January 
1973 to Rs. 46.84 crores. The Department have advanced various 
reasons for the escalati'on of cost of the project such as increase in 
cost due to procurement Of additional plant and machinery not en-
visaged initially, procurement of machines planned to be trans-
1erred from other factories but which could not ultimately be 
spared, and a general rise in the prices. The Committee neverthe-
less feel that with adequate anticipation and foresight, all these 
eventualities could have been visualised at the time of preparation 
of the Project Report with which experts of foreign companieos 
engaged in the production of such vehicles were intimately asso-
ciated. 

[S1. Nos. 1, 2 and 3 (Paras 1.93, 1.94 and 1.9'5) of Appendix to 
109th Report (6th Lok Sabha)] 

Action Taken 

The complete gamut of Project planning, control and implemen-
tation in Ordinance Factories is one of the aspects being looked into 
by the Rajadhyaksha Committee set up by the Government and 
detailed recommendation on streamlining these areas to avoid 
-delays in sanction, over ride in cost and time frame, etc. are expected 

. to be made in the second Report of the Rajadhyaksha Committee 
which is yet to be submitted. Onee decisions on the recommenda-
tions are taken by the Government and bnplemented it is expected 
that the Project Planning, Monitoring, CQntrol and Execution would 
be ~ on a sound footing. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26 (6) 179/D (PA) dated 19 March, 1980] 

IteeoDunenclation 

The Committee are surprised to note that 71 machines (out of 
the 137 additional machines proeured whi-ch partly necessitated the 
afdresaid cost revisions) were not provided for in the final project 
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Report inadvertently, though the need for these machines was 
accepted at the time of preparation of Project Report and they 
were originally included in the Project Report. The Committee are 
not at all satisfied with the plea of inadvertence for this vital omis-
sion and they deplore this serious lapse. 

[Sl. No.4 (Para 1.96) of Appendix to 1000h Report 
(6th Lok Sabha)]. 

Action Taken 

It will be ensured that such an inadvertent omission, as has 
happened in this case, is not repeated again. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26 (6) /791D (PA) dated 19 March, 1980]. 

Recommendation 

A serious deviation from the basic and elementary prOVISIOn 
made in the Project Report is that in respect of the completion 
of civil works for factory 'B'. According to the Project 
Report, a time-frame of one year and nine months from 1 April, 
1966 to December 1967 was contemplated for the completion of civil 
works for the factory but the production buildings were handed over 
by the Engineers to factory authorities between July, 1969 and 
December, 1969. The Department have explained this deviation 
from the Project Report by stating that the Military Engineers re-
quired four years for completion of the civil works, was also men-
tioned in Appendix '0' of the Project Report. The Committee regret 
that two contradictory statements of time projections for the com-
p1etion of the civil works for the factory with a wide difference were-

~e  to be incorporated in the basic document such as r ec~ 
Report, without making efforts to arrive at a realistically conclusive 
time-frame for the purpose. The Committee would seek specific 
explanation for careless scrutiny of the Project Report overlooking 
this serious contradiction. 

[Sl. No.5 (Para 1.97) of Appendix to the 109th Report 
(6th Lok Sabha») 

Action Taken 

1. No doubt all possible scrutiny was carried out by the autho-
rities concerned at the time of preparation of the Project Report. 
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2. However, it will be ensured that such lapse as pointed out in 
this case, should not occur in future. Procedure will be evolved 
that there is greater liaison between the DGOF and MES right from 
the Project Report Stage. 

[Ministry of Defence (Department of Defence Production)' 
O.M. No. 26(6)/79/D(PA) dated 19 March, 19801 

Recommendation 

The Department have fortified their contention abo"t the in-
adequaey of the staff on the basis of the recommendations of the 
Manpower Committee. According to the Manpower Committee for 
an annual level of production 8,000 to 9,000 vehicles, the actual 
manpower required would be 10,387, as against the staff strength 
of 6875, estimated by the Project Report for the same level of pro-
duction. The report of the Manpower Committee was received by 
the Department in October, 1976. The Committee were infonnei 
during evidence in July, 1978 that it was still "under consideTation". 
However, in a subsequent note received from the Department. it i> 
stated that on examination of the recommendations of the Commit-
tee, they have evolv.ed a principle of laying down the revised ceiling 
strength of workers in the factory which would entail an increase 
of 1849 worker in the existing strength of 11,572 of industrial estab-
lishment, non-gazetted officers and non-industrial establishment. It 
is further stated that with the induction of additional manpower, 
to be done gradually, the factory will be able to raise production 
to 10,000 behicles per annum with some additional items of balancing 
equipment. The Committee hope that all appropriate steps for in-
creasing the production of the factory to the optimwn level, keeping 
in view the established principle of economy. will now be taken 
in right earnest so that our armed forces are not handicapped for 
want of this equipment. The Committee, however, desire that 
befdre the induction of new staff on the basis of the strength-ceiling 
now evolved, the Department should also make all possible adjust-
ments in the positioning of staff in the service and general ad-
ministration of the factory, the wing stated to be overstaffed accord-
ing to Appropriation Accounts of the Ministry of Defence for 1974-75. 

[S1. No. 11 (Para 1.103) of Appendix to 109th Report 
(6th Lok Sabha)] 
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Action Taken 

This is being implemented. 

[Ministry otf Defence (Department of Defence Production) 
O.M. No. 26 (6) j79/D (PA) dated 19 March, 1980] 

Recommendation 

The Committee note that the payments of over-time allowance 
made to non-Ind'ustrial emplcyees and non-gazetted officers was as 
much 40 per cent of their wages during 1972-73 about 30 per cent 
of their wages in the years from 1969-70 to 1975--76 and ~  per 

cent of their wages during 1976-77 and 1977-78. They trust that 
with the strengthening and reorganisation of staff the payment of 
over-time allowance will at least be controlled, if not eliminated 
altogether. 

[51. No. 12 (para 1.104) Of Appendix to l09th Report 
(6th Lok Sabha)] 

Action Taken 

This is being done. 

[Ministry of Defence (Department g.f Deience Production) 
O.M. No. 26(6)/79/D(PA) dated 19, March, 1980] 

Recommendation 

The Committee were informed during evidence that apart from 
the current year to year requirements of the Army there was also 
a sizeable backlog of quantity which remained to be supplied by 
DGOF against orders placed on him in the past. As OIl 1-10-19'73, 
whereas the assessed deficiency of 3-tonners with the army was 
stated to be 12,549 vehicles, the backlog to be supplied by DGOF 
against old orders was as much as 18,866. Thus, as on 1-10-1973 
the total number of 3-tonners 'Wilich were required to be supplied 
lIy DGOF to the army was 18,866. Asked as to how the Depart-
ment proposed to meet the full requirements of the army in the 
context of the limfted capacity of the factory and restricted size 
()f the programmes allocated, the rt;!pre,sent.ative of the Ministry of 
Defence reRlied that "they have to carry forward their shortage". 
The Committee would like the Ministry of Defencee to examine 
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this position in detail and its implications on the defence prepared-
ness of the army for taking such remedial action as may be neces-
sary. 

[81. No. 16 (Para 1.108) of Appendix to l09th Report 
(6th Lok Sabha)] 

Actiea Taken 

The various actions that have been taken. by the Government 
in order to meet the deficiencies pointed out in the above recom-
mendations are as follows:-

(i) A review on the disposal norms presently adopted has 
been undertaken. 

(ii) Action for increasing the production of vehicles in VFJ 
and for this purpose extra staff has also been sanctioned. 

(iii) There is a proposal to upgrade the present 3-ton vehicle 
and when this is approved, the total reqUirements would 
come down. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26 (6) 1791DI (PA) dated 14 May, 1980] 

Recommendation 

The Committee take this opportunity to emphasise once again 
that avoidable delays in the settIng up of factories aIld establish-
ments for the production of items needed by the Defence Forces 
and non-utilisation or under-utilisation of production capacity in 
the factories even though full capacity utilisation is warranted by 
the projected requirements, is reprehensible as it affects our general 
defence capacity. The Committee desire that the DGOF aIld the 
controlli'ng authorities in the Ministry should devise a suitable con-
trol rpechanism to keep a systematic close watch on the progress 
in setting up of the factOries and on the level of production achiev-
ed and if a bottleneck comes to the notice concerted remedial action 
should be faken immediately. 

[S1. No. 17, (Para 1.109) of Appendix to 109th Report 
(6th Lok Sabha) J 
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Action Taken 

The complete gamut of Project planning, control and implemen-
tation in Ordinance Factories is one of the aspects being looked 
into by the Rajadhyaksha Committee set up by the Government 
and detailed recommendation on streamlining these areas to avoid 
delays in sanction over ride in cost and time frame, etc. are expect-
ed to be made in the second report of the Rajadhyaksha Committee 
which is yet to be sUbmitted. Once decisions on the recommenda-
tions are taken by the Government and implemented it ios expected· 
that the Project Planning, Monitoring, Control and Execution would 
be put on a sound footing. ., 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26(6) 179ID(PA) dated 19 March, 1980] 

Recommendation 

The Committee note that according to the Audit paragraph, the 
indigenous content of 90 per cent of components was planned to 
be achieved ill both &haktiman and Nissan vehicles by the end of 
1970-71. The initial setback in the commencement of production in 
the factory due to delay in the completion of civil works has had, 
according to the Department, the corresponding adverse effect on 
the achievement of these targets, which were suitably revised. The 
Corotnittee regret to note that the Department failed even to adhere 
to those revised targets. According to the Department, the 90 per-
cent indigenisation of components of Shaktiman, proposed to be 
achieved in 1973-74 was actually achieved in 1974-71;. The pO'.Sition 
in respect of the other two vehicles was very far from sati'sfactory. 
According to the revised programme, the 90 percent indigenisation 
of components in respect of Nissan-1-ton and Nissan Patrol vehiCles 
was proposed to be achieved by 1972-73 but it was actually achiev-
ed in 1977-78. The Committee desire to know the reasoll'.S for this 
long delay in e1tecti'ng indigenisation of components in respect of 
Nissan 1-ton and Nissan Patrol vehicles. They will also like the 

. e ~e t to make all out efforts to achieve cent-per-cent indi-
genisation of components of these vehi'cles so as to save precious 
foreign exchange. 

[51. No. 19 (Para 1.111) of Appendix to l09th Report 
(6th Lok Sabha)] 

Action Taken 

'the major items still remaining to be indigenised are mainly 
tllose which are bought out by the Collaborators. Hence the de-
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tailed manUfacturing drawings, specification, testing parameters 
and inspection criteria are not available. The absence of these vital 
information has caused more time being taken in the ~ e t  

of these items since, development by process of reverse engineering 
and experimentation is a long process. It is however stated that 
indigenous development of most of these major components has 
since been completed and sources of supplies are being established 
so that dependence on imports is avoided. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26 (6) 1791D (PA) dated 19 March, 1980] 

Recommendation 

The position with regard to the level of production achieved in 
the foundry IilO far is extremely unsatisfactory. Out of the factory's 
monthly requirements of 730 metric tons of castings, total produc-
tion of 180 metric tons per month has been achieved so far. fur-
ther, production still remains to be established in respect of 14 items. 
The Committee wou:ld like the Department to make all-out efforts 
to establish production in respect of the remaining 14 items and also 
increase production in the foundry so as to meet the requirements 
Of the factory in full. 

[S1. No. 21 (Para 1.113) of Appendix to lO9th Report 
(6th Lok Sabha)] 

Action Taken 

The annual output of the factory as estimated by the Czech. Ex-
perts in the DPR was forecast based on condition as per Czech. 
standard since G.I.F. is first of its kind in Indian Ordnance Factories, 
it will take a few years more to reach the target. Even as per DPR 
the peak capacity is to be achieved only 1981-82. The reasons 
are:-

(a) Lack of suitable trained personnel in Ordnance Factories 
both in maintenance and production. 

(b) Non-availability of adequate man power to run two shifts. 

(c) Less skill of workmen recruited locally. 

(d) Fluctuation in the quality of raw materials resu:lting in 
more time to adjust the composition of metal specified, 
thereby aosing productive hours. 

(e) The need for providing balancing capacity in certain fields 
has been found and this has been reflected to CSSR for a 
Project Review. 
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(f) Out of 14 items stated in the Report as yet to be establisla-
ed, the following 5 items have been establishe<i and supply 
is being made partially: GIT 1001, 2020, 2025, 2036 and 
2719. 

All out efforts are being made to establish the balance item5 with-
in the least possible time; they are however dependent on supply of 
moulding boxes from trade sources or importation of Pattern equip. 
ments from foreign sources. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26(6) 179ID(PA) dated 19 March, 1980] 

Recommendation 

The Committee note that the collaboration agreements coneluded 
with foreign firms 'X' and 'Y' for assembly of S'haktiman and Nissan 
vehicles in 1958 and 1960 respectively were initially valid for a period 
of 10 years, after which the liceIl<.'ee was at liberty to continue the 
manufacture and market the vehicles without payment of research 
and development charges, technical assistance fee and royalty to the 
licensor. These agreements were, how.ever, extended from time to 
time. According to the Department, the qUffition Of further extend-
ing the agreement with firm 'X' which was last extended upto Dec-
ember 1978, is under consideration of Government. As regards the 
agreement with firm 'Y', it was last extended upto February 1978 
and the Government propose to extend it further up to 1980. Ac-
cording to Audit, the total amount paid to these firms as royalty 
etc. during the period July 1973 to December 1976 (for which figures 
were available) was Rs. 99.25 lakhs. The total payments made on 
this accounts from the beginning wUl obviously be much more. It 
is dii3appointing that over the last 18-20 years for which these tech-
nical collaboration agreements have been in operation, the fa<!tory 
was unable to develop the technical expertise to independently 
handle the production of this item. It also reflects adversely on the 
Defence, Research and Development Organi'sation on which enor-
mous expenditure is being incurred every year, which has not been 
able to help the factory to dispense with the need for foreign exper-
tise inwlving substanti'al outgo of foreign exchange. The Commit-
tee recommend that before taking a definite decision for extension 
of these agreements, Government should thoroughly assess the need 
for such extensions and in case it is ultimately decided to grant an 
extension, it should not be for a period exceeding one :tear and it 
should be made clear to the factory authorities that no further, 
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extension will be made available and they will have to ~ over the 
tetbnkaI operation of the factory t ~ ooreign expen ~t ee  

[Sl. No. 22 (Para 1.114) of Appendix to tOOth e~ 
(6th Lot SabhaH 

Action Taken 

AlUwugh Collaboration Agreement have been in existence for a 
period of 13-20 years, i't is only after centralised facilities for manu-
facture of vehicles was set up at VFJ and the Technical Committee 
Vehicles transferred to VFJ in 1973 that proper impetus to the indi-
gerusation drive could be given and the Collaboration Agreement 
exploited properly. Therefore, the effective operation of the Colla-
boration Agreement in its complete sense was only in the last 8 to 9 
years. 

In so far as the Collaboration Agreement with MAN IS concern-
ed, for the extension beyond December, 1978, it is understood that 
there is no clause for any payment on account of Technical assi'.5tance 
fee and royalty to the firm. However, 25 per cent rebate on pur-
chase of certain items is available to us as most favoured custorner 
of the licensor. Therefore, financially the Agreement is in our fav-
our and it also provides us with considerable technical back up in 
times Of need. 

In so far as the Agreement with Nisr3an Motors Co. is concerned 
the same has not been extended further after it expired on 2-2-1980. 

[Ministry of Defence (Deptt. of Defence Production) 
O.M. No. 26(6) i79iD(PA) dated 19 March, 1980] 

Recommendation 

The Committee note that at the time of transfer of assembly 
line of Nissan I-ton vehicles from factory 'A' to factory 'B', 346 
vE:hicles held by the former were also transferred to the latter in 
batches during the period 23 January 1971 to 22 May 1973. In spite 
of incurring of full expenditure on these vehicles by factory 'A' 
on all operations provided for in the estimates and also when these 
vehicles were fully inspected by the representatives of factory 'A' 
and factory 'B' at the time of transfer of these vehicles, factory 
'B' had to spend as much as Rs. 18.88 lakhs to make good the 
deficiencies in them before issuing them to t!te Army. The Com-
mittee were informed that these vehicles were rejections out of 
productIon at factory 'A' during the period from 1967 to 1970 due 
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to defects in engines, water pumps, gear-boxes etc. and were kept 
aside for repairs of the defective components etc., which could 
not be attended to in factory 'A' before transfer. The Committee 
regard it an act of negligen<?e and carelessness on the part of 
:factory 'A', as according to commercial prudence, the defects 
noticed in these vehicles should have been rectified immediately 
so that these could have been issued to the Army for service, 
jnstead of being allowed to remain unattended and thus locking 
up the capital of the factory. 

[51. No. 23 (para 1.115) of Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 

It is regretted that this has happened and it will be ensured 
that it is not repeated in future. 

[Ministry of Defence (Deptt. of Defence Production) O.M. 
No. 26(6)!79jD(PA) dated 19 March, 1980] 



CHAPTER III 

RECOMMENDATIONS/OBSERVATIONS WHICH ThIE COMMIT-
TEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE 

REPLIES RECEIVED FROM GOVERNMENT 

Recommendation 

The Committee are further perturbed at the long delay in the 
commencement of production in the factory. According to the 
original estimates, the factory was expected to commence produc-
tion by November, 1968 but actual production of Nissan I-ton and 

Shaktiman vehicles was commenced in November, 1970 and March, 
1972 respectively. One of the reasons for this delay, according to 
the Department, is the longer time taker in the completion of 

civil works. The commencement of production of Shaktiman was, 
however, delayed by about 3! years. Giving an allowance ot 
about 2 years on account of the delay in completion of civil works 
which has already been commented upon, another gap of about 
1i years remained to be justified. The Department has sought 
to justify this delay as due to longer period taken in effecting 
transfer of 338 machines out of 448 machines originally planned to 
be transferred from the sister ordnance factories and on account ot 
the fresh procurement of the balance 110 machines in lieu of those 
which could not be spared. The Committee are not convinced and 
consider that the delay was ~t justified and could have been avoid ... 
ed by foresight and coordinated approach on the part of the De-
partment. 

[S1. No. 6 (Para 1.98) of Appendix to 109th Report 
(6th Lok Sabha) ~ 

ActiOn Taken 

Although the issue of complete Shaktiman vehicles from VFJ 
-commenced in March, 1972, the manufacture/assembly of ~ 
-items/sub-assemblies like Engine, Gear Box, Transfer Case, Front 
Axle and Rear Axle started in October, UnO or earlier in VFJ and 
therefore there is no delay in commencement of Shaktiman pro-
duction also in VFJ, once allowance of about two years on account 

-()f completion of civil works is taken into consideration. 

21 • 
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2. It must be added that this is the first time that an automotive 
factory was set up under the aegis of the DGOF and would neces.-
sarily take slightly longer time as this was a totally new discipline. 

[Ministry of Defence (Deptt. of Defence Produdiori) O.M. No. 
26(6)/79/D(PA) dated 19 March, 19801 

Recommendation 

According to the Department, apart from the financial cons-
traints imposed by Apex Body of the Planning Commission, the 
other constraint responsible f::lr the low production of the factory 
was the inadequacy of staff. The Committee, however, find that 
as against the requirement of 8,732 employees assessed by the 
Project Report for achieving optimum production of 13,200 vehicles, 
the factory had a manpower of 9,034 while the actual production 
achieved is about 50 per cent d the optimum figures. 

[SL No. 10 (Para 1.102) of Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 

According to the Manpower Committee Report, due to various 
constraints it was found that the manpower as envisaged in the 
Vetailed Project Report was not sufficient. The Report of the 
Manpower Committee has been accepted and Government letter 
enhancing extra manpower has since been issued. 

[Ministry of Defence (Deptt. of Defence Production) O.M. No. 
26(6)/79jD(PA) dated 19 March, 1980] 

Recommendation 

The Committee note that the whole capacity in the factory is 
based On two shifts. They are perturbed to note that all these 
years the utilisation of capacity in the second shift was only to the 
extent of 18 per cent which means that in this shift as much as 82 
per cent of the capacity of the machines remained idle during all 
these years. It is a sad reflection on the functioning of this factory 
1n which crores of tax-payer's money has been invested to meet 
the requirements of the ~  forces. Except a request made by 
the factory authorities for sanction of 2826 additional posts, which 
also was perhaps shelved by DGOF, the authorities concerned had 
failed to take timely effective steps for the optimum utilisation 
Clf costly machines when the armed forces were badly in need of 
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the vehicles. This clearly indicates the absence of an inbuilt sys-
tEm of regularly and systematically monitoring the production in 
the factory, identifying bottlenecks and taking remedial action. 
The Committee emphasise the need for establishing such a system. 

[81. No. 13 (Para 1.105) af Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 

19.92 per cent of the total strength employed in niglit shift is 
not an indication of the utilisation of machines in the second shift 
and total strength of the factory in both the shifts together. The 
total strength includes not only the men employed on machines 
but also in supporting services and administrative sections also. 
In a typical shift-wise disposition, the percentage of men on 
machines deployed in the night shift to that in the day shift worked 
cut to 54.57 per cent. It, therefore, means that the utilisation ot 
machines in the night shift is the order of 55 per cent and not 
18 per cent as indicated. It would be appreciated that when the 
production programme, to which factory was operating, did not 
call for full utilisation of the machines in the night shift, it was 
necessary to induct additional manpower at that time. 

[Ministry of Defence (Deptt. of De'fence Proauction) O.M. Na. 
26(6)/79/D(PA) dated 19 March, 1980] 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITl'EE AND 

WHICH REQUIRE REITERATION 

Recommendation 

According to the Project Report, the factory was to reach a 
monthly target of production of 360 Shaktiman and 400 Nissan 
vehicles in September 1969, t~ t is, a year after the estimated com-
mencement of production there. Monthly targetted prod'UCtion 
of 500 Shaktiman and 6Q:> Nissan vehicles was to be achieved in 
April 1970. The Committee 2re dismayed to find that as against 
these targets, the actual average monthly production of 8haktiman 
vehicles during 1971-72 to 1977-7'3 has ranged between 25 vehicles 
and 291 vehicles and that I)f Nissan Patrol and Nissan I-ton has 
ranged between 37 and 47 ~  50 and 348 respectively. Further, 
there have been wide variations in the monthly production of each 
of these vehicles. All this reveals lack ot systematic efforts on 
the part of the factory authorities to evolve a uniform pattern of 
production and achieving optimum monthly as well as annual 
production. 

[81. No. 8 (Para 1.1(0) of Appendix to 1000h Report 
(6th Lok Sabha) 1 

Action Taken 

The production at VF J js based on the programme assigned to 
the factory by the Government and is dependent to a large extent 
on timely, regular and e ~ te supplies of finished components, 
half wroughts, etc. from a Jarge number of trade sources spread 
allover the country. Any shortfall or irregularity in supply from 
the trade ~ rce  has its effect on the production efforts -at VFJ 
and the monthly production figures at VFJ, therefore, vary in 
sympathy with the variation in rate of supplies. . 

r 

[Ministry of Defence (Deptt. of Defence Production) O.M. No. 
26(6)j79/D(PA) dated 19 March, 1980] 
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Recommend:ltion 

Explaining the reasons for non-achievement of the monthly 
targets, the Secretary (Defence Production) informed that the pro-
duction had to be correlated to the orders placed on the factory. 
In this context, the Committee observed that as against the require-
ments of Shaktiman indicated by the Defence Ministry during 
1973-74, 1974-75, 1975-76 and 1976-77 for 3000, 4200, 4800 and 
6000 vehicles respectively, the production programme assigned to the 
factory for this vehicle during these years was 2100, 2000, 3071 and 
3067 vehicles. The actual production of Shaktiman during the years 
1973-74, 1974-75, 1975-76 and 1976-77 was, however, 2400, 2000, 3151 
and 3492 vehicles. Similar pattern have been revealed in the figures 
of requirements, programming and actual production of other two 
types of vehicles during these years. The Committee were informed 
that this programming was done on the basis of the allotment of 
funds made by Appex Body of Planning Commission. This shows 
that in spite of the pressing requirements of the armed forces for 
these vehicles and also when the factory had capacity to produce 
more, lesser programmes for the production of these vehicles were 
assigned to the factory due to the financial constraints imposed by 
the Planning Commission. It is really perplexing that such a 
strategic and important factory established for meeting the pressing 
needs of the army for the vehicles could not be pressed into optimum 
production partly due to the financial constraints. The Committee 
are afraid that all the necessary facts ab<Y"Llt the requirements of 
the armed forces for these vehicles, capacity of the factory etc. were 
not placed before the Planning Commission by the Defence Ministry 
while seeking allotment of funds. The Committee would like to 
be enlightened in this regard. 

[81. No.9 (Para 1.101) of Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 
From the minutes of the Vehicle Production Review Meetings 

held during 1973-74 i.e 27th February, 1973, 23rd March, 1973 and 
7th May, 1973, it is seen that the following targets for the period 
from 1973-74 to 1978-79 were laid down for Vehicle Factory, 
Jabalpur:-

Year Shaktiman Nissan I-Ton Nissan Patrol 

1973-74 3000 4000 1000 
1974-75 4200 5000 1000 
1975-76 4800 5600 1200 
1976-77 6000 5600 1600 
1977-78 6000 5600 1600 
1978-79 6000 5600 1600 



2. From the above figures is clear that the trend of the targets 
of production was higher than what was actually fixed by the Apex 
Planning Group in Appendices D-I and D-II of the Report which are 
reproduced below:-

Year Shaktiman Nissan I-Ton Nissan Patrol 
Against Against Against 

Ig7S-74 2100 (3000) 3000 (4000) goo (1000) 

1974-75 2100 (4200) 3000 (5000) sg6 (1000) 

1975-76 3271 (4800) 3304 (5600) 1057 (1200) 

1976-77 3000 (6000) 3000 (5600) 1000 (1600) 

1977-78 3000 (6000) !,ooo (5600) 1000 (1600) 

1978-79 3000 (6000) 3000 (5600) IO)() (1600) 

3. The reduction in target figures by the Apex Planning Group 
appears to be on account of the stringency of available resources 
which is evident from the observation made by the Apex Planning 
Group in page 10 and para 1.9.1. of this Report, which is reproduced 
below:-

"The stringency of available resources, both internal and 
e~ter  has been borne in mind". 

[Ministry of Defence (Deptt. of Defen.ce Production) O.M. No. 
26(6)/79/P(PA) dated 24 June, 1980] 

Rec:ommendaiia 

The under-\ltUisation of the capacity of the factory has not only 
affected the production but there ~  been considerable wastage on 
this account. The Committee, however, regret to note that Gov-
~t have been unable to furnish to ~ e Committee the value 
()f the loss meurredby the factory because of such under-utilisation. 

[51. No. 14 (para 1.106) of AppeDdix to the lO9th Report 
(6th Lok &abha).] 

Action Taken 

In this connection it is mentioned that it has already been sub-
mitted by the Department to the Public Accounts Committee that 
the Ordnance Factories cater almost exclusively to the needs of the 
Services and in certain product ranges have spare capacities for 
~e  up production in times of emergency. In the present system 



27 
of accounting and budgeting in the Ordnance Factories, items Issued 
to the Services are treated as free issues. Even though the iteIM 
of manufacture are casted, the system of accounts is not geared up 
for preparation of profit and loss accounts. 

2. The loss which the Vehicle Factory, Jabalpur suffered by not 
working to full capacity in two shifts can be computed only on hypo-
thetical basis. 

3. The quantum of loss has been assessed by the CGDA by taking 
pro rata production targets on the basis of IE strength as Oil ,let 
March, 1973 and 31st March, 1974. According to the CGDA tile tun 
complement of manpower was in position only from 1st April, 1&'l5. 
The loss arrived at on the above basis comes to Rs. 4,17,00,367/- for 
the years 1973-74 to 1976-77. 

4. It may, however, be pointed out that the quantum of produe-
tion cannot be determined by merely computing the number of IEs 
put on production work. As such, pro rata production targets bleed 
on lEs strength cannot be taken as base for the purpose of as&elSblg 
the national loss. Besides, apart from the labour force, other factors 
like availability of requisite technical know-how, state and limita-
tions of plant and machinery, non-availability of' the production 
facilities as envisaged in the Project Report and other delle ... d. 
of the Project Report have not been taken into account while _. 
ing the loss. 

[Ministry of Defence (Deptt. of Defence Production) O.M. No. 
26(6)/79/D(PA) dated 14th July, 1980] 

Recommendation 

The Committee note that due to the under-utilisation of the 
capacity of the factory, there has been very considerable increase 
in the cost of production of the vehicles. For instance, as apklst 
the cost of production of Rs. 37,303 for Shaktiman envisaged in the 
Project Report the actual cost of production during 1978-77 was 
Rs. 1.33 lakhs. This means that the increase in the cost of produc-
tion in the case of Shaktiman has been of the order of 257 per cat 
which is a sad reflection on. the functioning of the ordnance factory. 
The Committee are unable to appreciate why it is not possible for 
the ordnance factory to match the cost of r ~t  of these vehicles 
with the cost of procurement of these vehicles by the Departmeat 
from trade which is comiderably less, being only Rs. 91,250 for 
Shaktimanduring 1975-76. The Committee strongly emphasiae·tbat 



,the Department should make a serious attempt' to locate the real 
~  for this bigh cost of production and take suitable steps for 
bl'iI)ging them down as far as possible. 

[81. No. 15 (Para 1.11>7) of Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 

The reasons, for variation between the estimated and act'Llal costs 
I)f production such as the effect of devaluation of the Indian Rupee' 

~, !966; the steep variation in rate of exchange between Indian 
Rupee andDM & Yen and price escalation g!'anted to the Collabora-
torS'during the period between 1965 and 71-72 etc" are beyond the 
eontrOtof DGOF.- Also' the general inflation that has taken place 
during the intervening period has also to be taken note of. It may 
be appreciated that no commercial truck was available even from 

e~ t ~e ec~ r f9r a price of Rs. 32,000 or near about in 1971-72. 
Also straight forward cost comparison of these vehicles with those 
~  jn the same general classification would not be correct since 
the vehicles manufactured at VFJ have certain specific features for 
operating them in difficult terrain, high altitude and extreme clim-
ates, 'i.e. transfer case, live front axle etc. which are requirements 
of special nature by services not required in load carrying com-
~ :vehicles. These features called for additional cost in the 

~ ct re of the vehicles. Also the commercial vehicles as avail-
able ex-factory are bare chassis at best with half cab only whereas 
the vehicles manufactured at VFJ and issued to the Army are com-
pleie Trucks with full cab and complete body. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26(6) j79/D(pA) dated 19th March, 1980] 

Recommendation 

, ~ ~ ': another, abysmal feature of this project was the long and 
costly'delay in the construction of a Foundry meant for production 
of castings with almost entirely indigenous raw materials for supply 
to- the- tactory. Firstly, there was a gap of two years between the 
smction';iot'the .factory and that for the foundry which indicates 
lack orplanning and foresight on the part of the Department. 
Secondly, at the tim'e of according sanction of Rs. 963.52 lakhs in 
October 1967, it was envisaged that there would be no substantial 
gap- :.between the commissioning of factory 'E' and that of the 
fouadry. But it is greatly disappointing to note that while the 
-c"'II': were to be made available by the Foundry to the ~  
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'B' by 1970-71 regular production in the foundry could commence 
only from July 1976. The Department have adduced various reasons 
for -this delay, e.g. delay in the submission of Project Report by a 
foreign Government, general shortage of structural steel then r~

vailing in the country, long time taken by DGS&D in concluding 
A/Ts for matching indented en them, import of certain plant and 
equipment, DGTD's anxiety for locating a local source for 'penalized 
roller conveyers' etc. The Committee, however, feel that by proper 
planning and concerted e ~t , the delay in setting up the foundry 
could have been avoided . 

[81. No. 20 (Para 1.112) of Appendix to l09th Report 
(6th Lok Sabba)] 

Action Taken 

This aspect of the case is being looked into by the Rajadhyaksha 
Committee and detailed recommendations are expected to 1;>e. made 
in their second Report, which is yet to be submitted. After decision 
is taken on the recommendation by the Government ~ e -steps 
would be taken for timely execution of the Projects in future. _-

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26(6)/79/D(PA) dated 19th March, 1980] 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Reeommendation 

The Committee deplore yet another slippage from the estimates. 
made in the Project Report, relating to the level of production 
achieved in the factory. The Committee note that keeping in view 
maximum annual requirements of the Army 01 10,500 vehicles (3800 
Shaktiman, 4300 Nissan I-ton vehicles and 2400 Nissan Patrol), the 
factory assigned an annual capacity of 13,200 vehicles. The excess 
capacity of the factory was planned in order to obtain economies 
of scale. The Committee are, however, surprised that the factory 
has faUed even to meet fully the requirements of Army. The Com-
mittee are deeply concerned to know from the Secretary (Defence 
Production) during evidence that as against the factory's annual 
capacity for 13,200 vehicles it was only ie::ently that the factory had, 
achieved annual production in the neighbourhood of 7,900 to 8,000, 
i.e.,GDly 60 per cent of the capacity of the factory. 

[S1. No.7 (Para 1.99) of Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 

Detailed reply will follow. 

[Ministry of Defence (Department of Defence Production) 
O.M. No. 26(6)179/D(PA) dated 19th March, 1980] 

Recommendation 

The Committee were informed that a committee under the Chair-
manship of Shri V. G. Rajadhyaksha has already been set up to 
make recommendations, inter alia, for improving the performance of 
ordnance factories including this factory. The final recommenda-
tions of the committee are awaited. The committee understand that 
Rajadhyaksha Committee has submitted its first report-"Report of 
the study Group on vehicle factory in November 1976". Howevert 

this report is stated to be still under consideration. The causer of 
production ~ e  and under-utilisation in the Vehicle factory are 
understood to have been attributed by this committee to unecono-
nileaUy low volume of ,roduction aDd major shortcomiBgs in the 

SO 



preparation of the Detailed Project Report on which the factory was 
sanctioned, viz., inadequate plant and machinery, variation in plant 
and machinery actually procured from that which was originally 
visualised, poor quality of some vital machines etc. This committee 
is also understood to have made a number of recommendations for 
immediate action relating to organisation, Role of personal Manage-
ment, Quality Control, Productoin Finance and Control, Industrial 
Engineering etc. while, inter alia pointing out wide disparity in the 
Army's forecasts of requirements of vehicles and actuals. The 
Committee would. 1ike to know the precise action taken on the re-
commendations of the aforesaid report of Rajadhyaksha Committee. 
The Committee wO'Uld also anxiously await the final recommenda-
tions of the Rajadhyaksha Committee on this factory and action 
taken by the Government on these recommendations. 

[51. No. 18 (Para 1.110) of Appendix to 109th Report 
(6th Lok Sabha)] 

Action Taken 

While some recommendations of the Rajadhyaksha Committee 
have been implemented, Government is awaiting the final Report 
which is expected before September, 1980 and that after this is re-
ceived, a comprehensive note showing the action taken on various 
recommendations would be furnished. 

[Ministry of Defence (Department of Defence Productioa) 
O.M. No. 26(6)/79/D(PA) dated 19th March, 1980] 

NEW DELIfi; 

November 13, 1980 

Kartika 22, 1902 (Saka) 

CHANDRAJIT YADAV, 

Ch4imuJn., 

Public Accounts Committee. 



~
 

No
. 

.j
 

Pa
ra

 
N

o. -' 
1.

3 1.
7 

. :'
 A

pp
en

di
x 

C
on

ct
us

iO
r..

81
R

ec
om

.m
en

da
tio

nB
 

--
--

_
. __

 .. _-
--

--
--

,.-
. -

--
-,

 --
--

--
--

--
--

--
--

--
--

.-
-

:M
in

is
try

l 
D

ep
ar

tm
en

t 
co

nc
er

ne
d 

3 
. -

--
--

--
--

--
-

':'
Je

fc
nc

e 
(D

':p
t"

. o
f D

ef
en

ce
' 

Pr
od

uc
tio

n)
 

0
-

'C
on

cl
us

io
ns

/R
ec

om
m

en
da

tio
ns

 

~
--

--
--

_
.-

--
--

--
.-

-
-

.. 
--

--
--

--
-4 

Th
e 

C
om

m
itt

ee
 d

ep
re

ca
te

 t
he

 d
el

ay
 i

n 
se

nd
in

g 
fin

al
 r

ep
lie

s 
to

 
tw

o 
re

co
m

m
en

da
tio

ns
. 

Th
ey

 d
es

ir
e 

th
at

 f
in

al
 r

ep
lie

s,
 d

ul
y 

ve
tt

ed
 

by
 A

ud
it,

 t
o 

th
os

e 
re

co
m

m
en

da
tio

ns
/o

bs
er

va
tio

ns
 

in
 r

es
pe

ct
 

of
 

w
hi

ch
 o

nl
y 

in
te

ri
m

 r
ep

lie
s 

ha
ve

 s
o 

fa
r 

be
en

 f
ur

ni
sh

ed
 s

ho
ul

d 
be

 
su

bm
itt

ed
 t

o 
th

em
 e

xp
ed

iti
ou

sl
y.

 

W
hi

le
· e

xp
re

ss
in

g 
di

ss
at

is
fa

ct
io

n 
ov

er
 t

he
 

sh
or

tf
al

ls
 

be
tw

ee
n 

th
e 

m
on

th
ly

 t
ar

ge
te

d 
pr

od
uc

tio
n 

an
d 

ac
tu

al
 p

ro
du

ct
io

n 
of

 S
ha

kt
i. 

m
an

 a
nd

 N
is

sa
n 

ve
hi

cl
es

 i
n 

th
e 

V
.F

.J.
, 

th
e 

C
om

m
itt

ee
 h

ad
 r

ec
om

-
m

en
de

d 
th

at
 t

he
 f

ac
to

ry
 a

ut
ho

ri
tie

s 
sh

ou
ld

 e
vo

lv
e 

a 
un

if
or

m
 p

at
-

te
rn

 o
f 

pr
od

uc
tio

n 
an

d 
ac

hi
ev

e 
op

tim
um

 
m

on
th

ly
 

as
 

w
el

l 
as

 
an

nu
al

 p
ro

du
ct

io
n 

of
 t

he
 v

eh
ic

le
s.

 T
he

 C
om

m
itt

ee
 a

re
 u

nh
ap

py
 t

G 
no

te
 t

ha
t 

in
 t

he
ir

 a
ct

io
n 

ta
ke

n 
no

te
, 

th
e 

M
in

is
tr

y 
of

 D
ef

en
ce

 h
av

e 
no

t 
in

di
ca

te
d 

an
y 

st
ep

s 
ta

ke
n 

or
 p

ro
po

se
d 

to
 b

e 
ta

ke
n 

to
 a

ug
m

en
t 

pr
od

uc
tio

n 
of

 t
he

 v
eh

ic
le

s 
aE

i 
pe

r 
fa

ct
or

y'
s 

ca
pa

ci
ty

. 
In

st
ea

d,
 t

he
 

M
in

is
tr

y 
ha

ve
 c

on
te

nd
ed

 t
ha

t 
th

e 
ex

te
nt

 o
f 

pr
od

uc
tio

n 
of

 v
eh

ic
le

. 
de

pe
nd

s 
on

' a
 n

um
be

r 
of

 f
ac

to
rs

 n
am

el
y 

re
gu

la
r 

an
d 

ad
eq

ua
te

 s
up

-
pl

ie
s 

of
 f

in
is

he
d 

co
m

po
ne

nt
s,

 h
al

f 
w

ro
ug

ht
s 

et
c.

 f
ro

m
 a

 l
ar

ge
 D

um
 .. 

w
 w
 



3 
1

. 
1

0
 

-d
o-

---
---

---
---

---
---

--

be
r 

of
 t

ra
de

 s
ou

rc
es

 s
pr

ea
d 

al
l 

ov
er

 t
he

 c
ou

nt
ry

. 
T

he
 C

om
m

itt
ee

 
ne

ed
 h

ar
dl

y 
em

ph
as

is
e 

th
at

 i
t 

is 
fo

r 
G

ov
er

nm
en

t 
to

 f
in

d 
ou

t 
w

ay
s 

an
d 

m
ea

ns
 t

o 
en

su
re

 a
de

qu
at

e 
an

d 
re

gu
la

r 
su

pp
lie

s 
o

f 
fin

is
he

d.
 

co
m

po
ne

nt
s 

so
 t

ha
t 

th
e 

fa
ct

or
y 

is
 a

bl
e 

to
 a

ch
ie

ve
 o

pt
im

um
 p

ro
du

c-
tio

n 
of

 S
ha

kt
im

an
 a

nd
 N

is
sa

n 
ve

hi
cl

es
. 

Th
ey

 s
tr

on
gl

y 
re

co
m

m
en

d 

th
at

 G
ov

er
nm

en
t 

sh
ou

ld
 r

ev
ie

w
 t

he
 m

et
ho

ds
 a

nd
 p

ro
ce

du
re

s 
of

 
pr

oc
ur

em
en

t 
of

 f
in

is
he

d 
co

m
po

ne
nt

s 
an

d 
in

tr
od

uc
e 

su
ita

bl
e 

co
nt

ro
lf

 
co

or
di

na
tio

n 
sy

st
em

 t
o 

en
su

re
 t

ha
t 

th
e 

V
FJ

's
 

re
qu

ir
em

en
ts

 
of

 
co

m
po

ne
nt

s 
ar

e 
ad

eq
ua

te
ly

 m
et

. 

Th
e 

C
om

m
itt

ee
 n

ot
e 

th
at

 a
s 

ag
ai

ns
t 

th
e 

av
ai

la
bl

e 
ca

pa
ci

ty
 o

f 
13

,2
00

 v
eh

ic
le

s 
pe

r 
an

nu
m

, 
th

e 
ta

rg
et

s 
ap

pr
ov

ed
 

by
 

th
e 

A
pe

x 

Pl
an

ni
ng

 G
ro

up
 o

f 
th

e 
Pl

an
ni

ng
 C

om
m

is
si

on
 f

or
 t

he
 y

ea
rs

 1
97

3-
74

, 

19
74

-7
5 

an
d 

19
75

-7
6 

re
pr

es
en

te
d 

on
ly

 4
5 

pe
r 

ce
nt

, 
43

 p
er

 c
en

t 
an

d 

57
.8

 p
er

 c
en

t 
of

 t
he

 c
ap

ac
ity

 i
n 

th
e 

re
sp

ec
tiv

e 
ye

ar
s 

w
hi

le
 f

or
 t

he
 

ne
xt

 t
hr

ee
 y

ea
rs

 e
nd

in
g 

19
78

-7
9,

 t
he

se
 w

er
e 

pe
gg

ed
 a

t 
53

 p
er

 c
en

t 
of

 t
he

 c
ap

ac
ity

. 
A

cc
or

di
ng

 t
o 

th
e 

M
in

is
tr

y 
'th

e 
re

du
ct

io
n 

in
 t

ar
-

ge
t 

fig
ur

es
 b

y 
th

e 
A

pe
x 

Pl
an

ni
ng

 G
ro

up
 a

pp
ea

rs
 t

o 
be

 o
n 

ac
co

lJ.
nt

 
of

 
th

e 
st

ri
ng

en
cy

 o
f 

av
aH

ab
le

 r
es

ou
rc

es
 ..

..
. '

 
A

 c
om

pu
ta

tio
n 

of
 

th
e 

lo
ss

 s
uf

fe
re

d 
by

 t
he

 f
ac

to
ry

 b
y 

no
t 

w
or

ki
ng

 
to

 f
ul

l 
ca

pa
ci

ty
, 

m
ad

e 
at

 t
he

 i
ns

ta
nc

e 
of

 t
he

 C
om

m
itt

ee
, 

ha
s 

re
ve

al
ed

 t
ha

t 
du

ri
ni

 

th
e 

fo
ur

 y
ea

rs
 p

er
io

d 
en

di
ng

 1
97

6-
77

, 
th

e 
to

ta
l 

lo
ss

 w
as

 o
f 

th
e 

or
de

r 
of

 a
s 

m
uc

h 
as

 R
s. 

4.
17

 c
ro

re
s 

i.e
., 

a 
lit

tle
 m

or
e 

th
an

 R
s. 

1 
cr

r~
 

pe
r 

ye
ar

 o
n 

an
 a

ve
ra

ge
. 

T
he

 C
om

m
itt

ee
 h

av
e 

be
en

 i
nf

or
m

ed
 

th
at

 
th

e 
R

aj
ad

hy
ak

sh
a 

C
om

m
itt

ee
 i

s 
lo

ok
in

g 
in

to
 t

he
 p

er
fo

rm
an

ce
 o

f 
O

rd
na

nc
e 

fa
ct

or
ie

s.
 

~
 

Yo
! 



I 
2 

4·
 

1.
13

 

--
--

-
-
-
-
-
-
-
-
-

--
--

_
. 

3 D
ef

en
c ~

 (
D

ep
tt.

 o
f 

D
ef

en
c ~

 P
ro

du
ct

io
n)

 

4 
--

--
--

--
--

_.
 

Th
e 

C
om

m
itt

ee
 h

op
e 

th
at

 t
!lP

. 
as

pe
ct

 o
f 

un
de

r-
ut

ili
sa

tio
n 

of
 t

he
 

V
eh

ic
le

 F
ac

to
ry

 
at

 J
ab

al
pu

r 
w

ou
ld

 a
ls

o 
be

 
ex

am
in

ed
 

by
 

th
e 

R
aj

ad
hy

ak
sh

a 
C

om
m

itt
ee

 a
nd

 
su

ita
bl

e 
m

ea
su

re
s 

w
ot

lld
 b

e 
ta

ke
n 

to
 o

pt
im

is
e 

th
e 

pr
od

uc
tio

n 
in

 t
he

 f
ac

to
ry

 s
o 

th
at

 t
he

 p
re

ss
in

g 
ne

ed
I 

of
 t

he
 A

rm
y 

ar
e 

fu
lly

 m
et

. 
Si

nc
e 

un
de

r-
ut

ili
sa

tio
n 

of
 c

ap
ac

ity
 b

as
 

al
so

 b
ee

n 
th

e 
ca

us
e 

of
 h

ig
he

r 
co

st
 o

f 
pr

od
uc

tio
n 

of
 v

eh
ic

le
s,

 
th

e 
C

om
m

itt
ee

 d
es

ir
e 

th
at

 s
te

ps
 s

ho
ul

d 
be

 t
ak

en
 t

o 
in

cr
ea

se
 t

he
 o

ut
-

pu
t 

so
 a

s 
to

 r
ed

uc
e 

th
e 

co
st

 o
f 

pr
od

uc
tio

n.
 

T
he

 C
om

m
itt

ee
 h

ad
 e

xp
re

<;
se

d 
th

ei
r 

di
sp

le
as

ur
e 

ov
er

 t
he

 d
el

ay
 

in
 t

he
 c

on
st

ru
ct

io
n 

of
 a

 f
ou

r.d
ry

 m
ea

nt
 f

or
 p

ro
du

ct
io

n 
of

 c
as

tin
gs

. 
w

ith
 

al
m

os
t 

en
tir

el
y 

in
di

ge
no

us
 

ra
w

 
m

at
er

ia
ls

, 
fo

r 
su

pp
ly

 
~
 

to
 t

he
 f

ac
to

ry
. 

T
he

 
C

om
m

itt
ee

 
ha

d 
op

in
ed

 
th

at
 

by
 

pr
op

er
 

pl
an

ni
ng

 a
nd

 
co

nc
er

te
d 

ef
fo

rts
, 

th
e 

de
la

y 
in

 s
et

tin
g 

up
 t

he
 

fo
un

dr
y 

co
ul

d 
ha

ve
 b

ee
n 

av
oi

de
d.

 
In

 t
he

ir
 r

ep
ly

, 
th

e 
M

in
is

tr
y 

of
 

D
ef

en
ce

 h
av

e 
m

er
el

y 
st

at
ed

 t
ha

t 
th

is
 a

sp
ec

t 
of

 t
he

 c
as

e 
is

 b
ei

ng
 

lo
ok

ed
 i

nt
o 

by
 t

he
 R

aj
ad

hy
ak

sh
a 

C
om

m
itt

ee
 a

nd
 d

et
ai

le
d 

re
co

m
-

m
en

da
tio

ns
 a

re
 e

xp
ec

te
d 

to
 b

e 
m

ad
e 

in
 t

he
ir

 s
ec

on
d 

R
ep

or
t, 

w
hi

ch
 

is
 y

et
 t

o 
be

 s
ub

m
itt

ed
 a

nd
 t

ha
t 

af
te

r 
de

ci
si

on
 

is
 t

ak
en

 
on

 
th

e 
re

co
m

m
en

da
tio

ns
 b

y 
th

e 
G

ov
er

nm
en

t, 
su

ita
bl

e 
st

ep
s 

w
ou

ld
 

be
 

ta
ke

n 
fo

r 
tim

el
y 

ex
ec

ut
io

n 
of

 t
he

 P
ro

je
ct

s 
in

 f
!lt

ur
e.

 
T

he
 C

om
. 

m
itt

ee
 d

es
ir

e 
th

at
 t

he
ir

 o
bs

er
va

tio
ns

 s
ho

ul
d 

be
 s

pe
ci

fic
al

ly
 r

ef
er

-
re

d 
to

 t
he

 R
aj

ad
hy

ak
sh

a 
C

om
m

itt
ee

 f
or

 c
on

si
de

ra
tio

n.
 

G
M

G
 IP

M
R

N
D

-L
S

 I
I-

20
22

 L
S

-2
-1

 2-
80

---
1 1

00
. 


	001
	002
	003
	005
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042

