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INTRODUCTION

I, the Chairman of the Estimates Committee, having been autho-
rised by the Committee, present this Hundred and Fifth Report of the
Estimates Committee of the Second Lok Sabha on action taken by
‘Government on the recommendations contained in the Eleventh Report
of the Estimates Committee (Second Lok Sabha) on the Ministry of
Transport and Communications (Deptt. of Communications)—Indian
Telephone Industries Ltd.

2. The Eleventh Report of the Estimates Committee was presented
to the Lok Sabha on the 23rd April, 1958. Government furnished
their replies indicating action taken on the recommendations contained
in this Report and other information required in this connection
between the 8th March, 1960 and 9th November, 1960. The replies
were examined by a Study Group of the Estimates Committee on the
Oth September, 1960 and 21st December, 1960.

3. The Repori has been divided into five Chapters:
I—Report.
II—Recommendations that have been accepted by Government.

IIT—Replies of Government that have been accepted by the
Committee.

IV—Replies of Government that have not been accepted by the
Committee.

V—Recommendations on which final replies of Government are
still awaited.

4. An analysis of action taken by Government on the recom-
mendations contained in the Eleventh Report (Second Lok Sabha) is
given at Appendix V. It would be observed therefrom that out of
83 recommendations in the Report, 53:6 per cent of the recommenda-
tions have been accepted. Of the rest, the replies of Government in
respect of 33:1 per cent of the recommendations have been accepted
by the Committee while those in respect of 13-3 per cent of the recom-
mendations have not been accepted by the Committee.

NEw DELHI; H. C. DASAPPA,
January 17, 1961 Chairman,
Pausa 27, 1882 (Saka) Estimates Committee.

™ -



CHAPTER 1
REPORT
Production

In 1948, Government of India entered into an agreement with
M/s. Automatic Telephone and Electric Company Limited, Liver-
pool (U.K.), hereinafter referred to as A.T.E. for providing essential
know-how and technical assistance for the purpose of establishing a
Telephone Factory in India. Clause 13 of the Agreement provided
inter alia for various payments to A.T.E. on account of patent rights,
royalty, know-how and manufacturing data, and services of technicians
and other experts to be made available by them to the Indian Tele-
phone Industries Limited hereinafter referred to as I1.T.I. It was con-
templated that about Rs. 87 lakhs would be paid to A.T.E. during the
15 years of the agreement. No project report was, however, prepared
and submitted by the A.T.E. to the Government of India. ln para 24
of their 11th Report (Second Lok Sabha}, the Committee, therefore,
observed that they were not in a position to comment on the actual
progress of production in the LT.I. From the estimated figures of
payment of Rs. 2 lakhs* on account of royalty which was based on
the invoiced output of the I.T.I, to be made to the A.T.E. for the
period 1949-50 to 1957-58, it appeared to them that the actual pro-
duction of the company had fallen short of what was contemplated
at the time of signing the agreement.

2. In reply, Government admitted that the estimate of Rs. 87 lakhs
on account of payment to be made to the A.T.E. during the course
of 15 years of the agreement had proved to be very much on the high
side, but that it was not due to any short-fall in production as original-
ly estimated. No other reasons have been put forth by Government
for such a high estimater Government, however, stated that the exact
procedure for the calculation of royalty had not been finalised at the
time of framing of the original estimates, which were, therefore, based
on rough calculations:

3. In the absence of a Project Report and the break-up of the
figure of Rs. R7 lakhs, referred to above, the Committee find it diffi-
cult to accept Government’s contention that there was no shortfall in

*At the time of factual verification of the Report, the Ministry of Transport and Com-
munications (Department of Communications) invited attention to its Officc Memoran-
dum No. 19-TF(4)/58 dated the Sth October, 1960, wherein it had furnished to the
Committee the following revised figures of payment onaccount of royalty :—

From 1949-50 to 1956-57 . . . Rs. 2,89,055
Estimated payments for 1957-58 and 1958-59. . Rs. 5,455,000

Total :— Rs. 8,34,055
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production as originally estimated. They are surprised that important
matters like the procedure of calculation of royalty and total amount
to be paid therefor should have been left undecided while finalising
the agreement. The fact that the estimate of Rs. 87 lakhs has proved
to be excessive also indicates that adequate thought was not given to
the question in working out the details of the agreement. The Com-
mittee trust that greater care would be exercised by Government in
such matters in future.

4. As the agreement with the A.T.E. is due to expire in 1963, the
Committee would like the Government to settle their accounts with
the firm expeditiously.

Project Report

5. With regard to the absence of a Project Report pointed out
by the Committee in para 7 of their 11th Report (Second Lok Sabha),
Government replied that had there been a Project Report from the very
beginning, that would have led to the purchase of plant and machinery
much in excess of that actually purchased in the absence of any
project report,. since in that case, 1.T.I. would have ordered all plant
and machinery on the basis of the Project Report. The Committee
are surprised at this explanation. In their opinion, it should have
been the normal and prudent practice to get a Project Report from
the Collaborators. A Project Report would undoubtedly help in
keeping a watch on the timely and proper execution of the Project at
various stages, its cost, programme of production, etc. They trust
that, in future, Government will ensure that a Project Report is
invariably obtained from the Collaborators before launching upon any
Project. '
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APPENDIX 1
(Vide S. No. 39 Chapter IT)
No. 1(14)-CL.VI/59
GOVERNMENT OF INDIA
MINISTRY OF COMMERCE & INDUSTRY
(Department-of Company Law Administration)
Reserve Bank Building, Parliament Street,
New Delhi-1, the 16th April, 1959 /Chaitra, 1881
OFFICE MEMORANDUM

‘SuBJECT: Government companies—annual reports to be placed
before Parliament—section 639 of the Companies Act,
1956. .. '

The undersigned is directed to invite a reference to paragraph 4
«of this Department letter No. 1/5/58-PR, dated the 2nd June, 1958
to the Government of Mysore, copy of which was endorsed to all
Ministries of the Government of India, in which the scope and the
manner of presentation of the annual reports of Government com-
panies were discussed. The Administrative Ministries have no doubt
noticed that the Estimates Committee of Parliament in its 11th Report
-on the Indian Telephone Industries (Private) Ltd. (S. No. 39 of
Appendix V of its Report—summary of recommendation) has since
anade the following suggestions on the subject:—

“The Committee consider it desirable that the Annual
Accounts and Reports of Public undertakings placed
before the Parliament should be made far more detailed
and exhaustive than at present. These should clearly
bring out the financial working of the undertakings as
well as of its various manufacturing departments and
branches, an analysis of accounts with particular refer-
ence to administrative expenses, over-heads, staff strength
and measures to control them actual production of
various items and its costs and trends, relations with
users, personnel and training matters, etc. together with
illustrative graphs and charts wherever possible. In this
connection, the Committee would suggest that the Annual

74



75

Report and Accounts of the Nationalised Industries in
United Kingdom might be considered as a model. Further,
in order to enable Parliament and parliamentary Com--
mittees to make a proper study of these undertakings,
their annual accounts and reports for the preceding finan-
cial year should be laid before the Parliament before the
commencement of Budget discussions”.

2. The National Coal Board, U.K., in its report for the year 1955,
the pattern of which has been commended by the Estimates Committee
has furnished details under the following heads:—

(i) Results of the year, financial and production, etc.;

(ii) Demand and distribution e.g., position and prospects of
imports and exports, consumption of coal, etc.;

(iii) Technical progress e.g., research works, techniques of
management, mechanisation, etc.;

(iv) Organisation e.g., general and policy of management;

(v) Men in industry e.g., Manpower, welfare works, training
schemes, conditions of service, etc.;

(vi) Summarised financial results for the year i.e., the annual
accounts with the necessary schedules, etc.;
(vii) Statistical tables and graphs indicating—
(a) output of coal;
(b) output per man hour;
(c) number of wage earners on the books;
(d) percentage of absentees;
(e) average number of shifts per man;
(f) age distribution of men on the books;
(g) fatal and reportable accidents;
(h) consumption and stock of coal:
(i) average earnings etc.

While the Administrative Ministries will no doubt consider in due
course to what extent and in what manner the pattera of the annual
reports of the nationalised undertakings in the U.K. can be followed
in this country, this Department would suggest that having regard to
the fact that information on many aspects of the working of public
undertakings registered as companies under the Companies Act, 1956
would be already available in their balance sheets and profit and loss
accounts and their Directors’ Reports, the Annual Report required to
be submitted by the Administrative Ministry concerned for submis-
sien to Parliament under Section 639 of the Companies Act may
contain only such additional information as may supplement the
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information already available in the aforesaid documents. The precise
form and content of this Annual Report would, therefore, vary not
only from industry to industry but also from company to company and
it may be difficult to prescribe a standard form for such Reports.
Nevertheless having regard to oft-expressed desire in Parliament, as
evinced by the latest recommendations of the Estimates Committee for
fuller information about the working of Government companies, this
Department would stress the need for making the Annual Reports
prepared by the Ministries on Government Companies in accordance
with the provisions of section 639 of the Companies Act, 1956 as
informative as possible so as to render the financial accounts of these
Companies more intelligible and meaningful to the public in the con-
text of their management policy. In this connection, this Department
trusts that the pamphlet (Annual company reports—Simplified Presen-
tation of Statutory Accounts) already circulated to Government com-
panies and the suggestion of the Director of Commercial Audit in
regard to the desirability of preparation of manufacturing accounts
which had been brought to the notice of all Administrative Ministries
in this Department Officc Memorandum No. 1(11)CL-VII/59 dated
the 30th March, 1959 will facilitate the supply of the requisite
additional information by Government in a form and manner which
would highlight the more significant aspects of their operations and
render them more readily intelligible to outsiders.

T. S. MENON,
Under Secretary to the Govt. of India.
To

All Ministries of the Govt. of India.



APPENDIX I
(Vide S. No. 57 Chapter I11)
No. 1524-MI/58
MINISTER OF INDUSTRY
New Delhi, 3rd & 4th August, 1958.

My dear Shri Balwantbhai,

In the Eleventh Report of the Estimates Committee for the year
1957-58 on the Ministry of Transport and Communications, the Esti-
mates Committee had suggested that, to facilitate effective coordina-
tion, the desirability of placing the Hindustan Cables (P) Ltd. under
the administrative control of the Ministry of Transport and Communi-
cations (Department of Communications) should be considererd.

“This question as to which Ministry should exercise administrative
control over a particular factory or industrial project was very carefully
gone into early last year in connection with the reorganization of the
scope of some Ministries and the view was taken then that, excepting
where special considerations come into force, as in the case of some
projects like Hindustan Aircrafts under the Defence Ministry or the
Hindustan Steels under the Ministry of Steel, Mines and Fuel, all
Government industrial projects should be generally under the Com-
merce and Industry Ministry, in view of their basic importance as
Government managed industries and also to facilitate integrated
development in different public sector projects.”

It may also be pointed out, in this connection, that Hindustan
Cables is not the only case where the administrative control vests in
this Ministry, while the consumer Ministry is another viz., Transport &
Communications Ministry. 1 will give two more examples to illustrate
this point. The D.D.T. factory and the Pencillin Factory at Pimpri
are also under the control of this Ministry, while the consumers are
different. Again, in the case of fertilisers, both the Sindri and Nangal
Fertilisers are under this Ministry, though their entire production is
supplied to the Fertiliser Pool administered by the Food and Agri-
culture Ministry. In all these cases, the principle accepted is that, in
segard to the technical and production management of the factories,
the Commerce & Industry Ministry would be the most suitable
administrative authority and the necessary close liaison will be main-
tained with the consumer interests, the Ministries and the private sector
industries so as to ensure effective coordination in respect of both
current production and future planning.
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Coming back to the specific case of Hindustan Cables, I can assure
you that the requirements of the Department of Communications are
fully taken into account in planning for the expansion of this factory
and also other possibilities of internal and export markets, if possible.
Apart from there being the Representative of the Post & Telegraph
Department on the Board of Directors, the present Managing Director
of the Company is also an officer of that Department. There is besides
an independent officer of that Department for testing the quality of
product. All these arrangements together serve to ensure effective
-coordination in actual administration.

I trust, that, in the light of these facts, you may agree that it is
not necessary to consider any further the question of transfer of
administrative control from this Ministry to the Department of Com-
munications. The Ministry of Communications has also considered
this matter and concurs with the above view.

With kindest regards.
Yours sincerely,

Sd. MANUBHAI SHAH



APPENDIX IV
(Vide S. No. 38 Chapter 1V)
No. 2(1)-P.C./59
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Project Coordination Cell)
New Delhi, the 10th June, 1959

OFFICE MEMORANDUM

SuBJecT: Eleventh Report of the Estimates Committee (1957-58) on
the Indian Telephone Industries.

The undersigned is directed to refer to para 77 of the 11th Report
of the Estimates Committee (1957-58) recommending that—

“The entire system of accounting—financial cost and stores—
should be urgently got examined afresh by an expert team
specially to be set up for the purpose.

Incidentally the Committee would observe that during the
examination of various State Undertakings they invariably
found that the costing system followed by them was not
always what it should be in a commercial and industrial
undertakings. Therefore, they suggested that Govern-
ment should urgently consider the setting up of an export
committee to go into the system of accounting. finance
cost and stores—in all the State Undertakings with a view
to making it fool proof and achieving standardisation of
accounting procedure to the extent possible at least in
all manufacturing units.”

2. As regards the system of financial accounting, in the case of
public undertakings which are governed by the provisions of the Com-
panies Act, they are required to maintain their balance sheet and profit
and loss accounts in accordance with the provisions of sub-sections (1)
and (2) of section 211 of the Companies Act, 1956 and under
section 619(3) (b) ibid, it is open to the Comptroller and Auditor
General to prescribe the forms in which information required by him
for conducting supplementary or test audit should be furnished. In
the case of statutory corporations like Damodar Valley Corporation,
Air India International, Air Lines Corporation, Delhi Road Transport
Authority etc. the form of their accounts is regulated by the provisions
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of the acts or the rules made thereunder and they are also subject to
audit by the Comptroller and Auditor-General. In the case of Gov-
ernment Company Undertakings which are run departmentally such
as Railways, P. & T. etc. their accounts enter into the formal accounts
of Government and the form of such accounts is prescribed by the
Comptroller & Auditor-General with the approval of the President
under the provisions of Article 150 of the Constitution. It is consider-
ed that a broad pattern of accounts for giving an accurate picture of
financial results exists already in each type of undertaking and im-
provements could be introduced as experience is gained in individual
cases. In view of the recommendation of the Taxation Enquiry Com-
mission in paragraph 33 of Chapter X, Volume I of their report, viz.,
that greater measure of uniformity in accounting procedure of different
State Undertakings should be secured, the Comptroller and Auditor-
General has enjoined on his inspecting officers to keep these views in
mind and to suggest improvements wherever necessary.

3. With regard to the system of cost accounting, as the Estimates
Committee are aware, in para 121 of 39th Report (1956-57), it was
recommended that the responsibility of laying down a system of cost
and periodical reviews should be entrusted to a centralised authority,
viz., the Cost Accounts Branch in the Ministry of Finance. The views
of this Ministry on this recommendation were communicated to the
Lok Sabha Secretariat in this Ministry’s O.M. No. F. 15(25)-EII (A)/
56 dated the 1st of April, 1959. In the latest report of the Estimates
Committee on Ministry of Finance (Department of Expenditure), the
views of this Ministry contained in the O.M. referred to above have
been taken into account and one of the revised recommendations of
the Committee is that the Ministry of Finance might draw up a pro-
gramme so as to complete one round of examination of cost account-
ing systems of the various public undertakings in as short a period as
possible. This, along with other recommendations. is being examined
and a further communication will be sent to the Estimates Committec.

Sd. K. L. GHE],
Joint Secretary to the Govt. of India.
To
The Lok Sabha Secretariat.



APPENDKX V

Analysis of the action taken by Government on the recommendations
contained in the Eleventh Report of the Estimates Committee
(Second Lok Sabha).

1. Total number of recommendations - .. 83
2. Recommendations accepted by Government .. 443
Percentage of total .. - .. 53

3. Recommendations not accepted by the Gov-
ernment but replies in respect of which have
been accepted by the Committee - .. 273

Percentage of total . 33.1
4. Recommendations not accepted by Gov-
ernment (including those which are still
under consideration by Government).
No. .. .. .. 11
Percentage to total .. .. 13.3
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