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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Two Hundred 
and Twenty First Report on Computerisation in Government 
Departments. 

2. The Public Accounts Committee (1973-74) had examined 
paragraphs 42 and 43 relating to installation of Computers on Rail- 
ways included in the Report of the Comptroller and Auditor 
General of India for the year 1971-72, Union Government (Rail- 
ways). Their examination of these paragraphs had revealed that  
the purchase/hire of computers and data processing equipment 
from IBM had wider ramifications. The transactions for purchase/ 
hire of computers etc., from IBM were not confined to the Railways 
alone. A number of other departments of Government had also 
entered into agreements with the IBM, which suffered from certain 
lacunae and it appeared that IBM had been imposing its own terms 
and conditions on the Government and other users. A study of 
the utilization aspect of the computers installed on Railways fur- 
ther revealed that the computers had not been rented out after 
any detailed analysis of requirements with the result that all the 
computers were not utilised to the optimum level. 

3. The Public Accounts Committee (1973-74) decided. that in 
view of the very significant information which had come to their 
notice from the Railways, the entire question of computerisation 
in Government Departments should be gone into exhaustively. 
As the matter concerned various Ministries/Departments. detailed 
questionnaire was issued to collect necessary background material 
to enable a detailed examination by the Committee. Since the 
requisite information was not available to the Committee in time, 
the Committee (1973-74) had to defer the fuller examination of 
the matter. In their 127th Report, the Committee had. inter alia. 
observed "The Committee are ansious that  this question in relation 
to which very significant information has come to their notice at 
least from the Railways should be seriously pursued at the earliest 
opportunity ." 

4. The background information called for from the Ministries/ 
Departments was not made available even to the Committee 
(1974-75). After a great deal of persuasion the Ministry of 
Finance managed l o  collect the requisite information from the 



MinistriesIDepartments and supplied the same to the present Com- 
mittee. The material furnished by the Ministries/Departments 
contained much significant information about the working parti- 
cularly of IBM and ICL, the two predominant multi-nationals 
engaged in the field of computers and data-processing equipment. 

5. At their sitting held on the 7th November, 1975, the Com- 
mittee decided that it would be worthwhile to examine those 
major Ministries/Departmenb who had incurred large expenditure 
on the acquisition of computers and data processing equipment in 
order to make an assessment of their utilization. Accordingly, the 
Committee took evidence of the representatives of the various 
Ministries/Departments at  their sittings held from 26th to 29th 
November, 1975. At their sitting held on the 13th December, 1975 
the Committee examined the Secretary, Department of Electronics. 
The Committee considered and finalised this Report at their sitting 
held on the 27th April, 1976. The *Minutes of these sittings form 
Part I1 of the Report. 

6. A statement showing the conclusions/recommendations of the 
Committee is appended to the Report (Appendix XIV). For faci- 
lity of reference these have been printed in thick type in the body 
of the Report. 

7. The Committee place on record their appreciation of the 
assistance rendered to them in their examination of the subject by 
the Comptroller and Auditor General of India. 

8. The Committee would also like to exprew their thanks to the 
officers of the various Ministries/Departments for the cooperation 
extended by them in giting information to the Committee. 

NEW DELHI; 
April 28, 19'76. 

- 
Vaisakha 8, 1898(~j-  

H. N. MUKERJEE. 
Chairman, 

Public Accounts Committee. 

* N>t printed. OmcfclcwMed oop~lrid on the Table and 5 copit s plnccdin Partir- 
mrrt UbmW. 



CHAPTER I 
PRELIMINARY OBSERVATIONS 

1.1. Since the Industrial Revolution, perhaps no single techno- 
logical innovation has influenced and even transformed the way of 
life and attitudes of manlund to the extent computers and other 
allied aids to data processing have done. Computers have almost 
come to dominate the second half of the Twentieth Century. Of 
all the factors which, in the advancing society of today, are hav- 
ing an impact on man's relationship to his environment, compu- 
terisation has, perhaps been the most powerful. As the US 
President's Science Advisory Committee (February 1967) aptly 
pointed out, 'Computing is becoming almost as much a part of our 
working life as doing arithmetic or driving a car'.' 

1.2. Similarly, few subjects have sparked off such controversy 
as computerisation or automation which is the form in which com- 
puterisation is envisaged by large numbers of people. As the  
Committee on Automation (1972) put it: "For some, i t  is the  
harbinger of an age of plenty and progress---a development which 
opens up vistas of greater productivity and higher standards of 
living. Some others have viewed i t  as an unmitigated curse which 
would deprive man of his employment and functions and ulti- 
mately dehumanise him, making him a slave of the machines."' 

1.3. During the last. two decades or  so. computerisation has 
made a tremendous impact on science and technology. In the 
United States of America, the number of computers increased from 
a handful in 1950 to 6,000 in 1960 and nearly 77,000 in 1970. In  
the United Kingdom, the number of computers was round 
5,000 in 1969, while in West Germany, the number was around 
6,400 a t  about the same time. Japan had over 4,500 computers in 
1969 and their number was expected to touch 13.000 by 1972. The 
Soviet Union too has made large stxldes in computr?risation or 
automation and it is expected that complete automation would be 
achieved there on a massive scale by 1980, with an increasingly 
rapid transition to completely automated workshops and fac- 
tories.' 

I .  'Cm~Wen in Hiqhcr Educstic~'. Report of rhc President's Science Advircrl 
~ r n d t t c r , W i u h ~ n g t  D.C. February 1967. 



1.4. In the hierarchy of data-processing systems, the digital com- 
puter comes fiwt in respect of speed, accuracy and versatility, 
followed by the Unit Record Machine (URM) which, however, is 
much inferior to the electronic computer. At the lowest level of 
the hierarchy are the calculating machines and other allied devices, 
both electrical and electronic. 

1.5. The history of computers in India is of fairly recent origin. 
The first Unit Recording Machine was introduced in the country in 
the 'twenties, and a t  the end of 1970, it was estimated that there 
were nearly a thousand such systems in use in different parts of the 
country. The first digital computer was installed in 1956 a t  the 
Indian Statistical Institute, Calcutta, and the first comn~ercial com- 
puter was installed by Esso Standard Eastern Inc. Bombay in 1961. 
During 1962 to 1964, 14 computers were installed, out of which as 
many as 12 were in research and development organisations. The 
pace of computerisation quickened from 1965 and as many as 30 
commercial installations came into existence during 1965 and 1966. 
A further spurt was registered during the next three years, with 
33 compute- being installed on an average every year. After a 
fa11 in the number of installations in 19'710, a large increase was 
again registered in 1971, with as many as 23 computers being 
installed upto August, the highest number in any year.* 

1.6. At the beginning of 1975, there were over 235 computers 
in different organisations and about 40 more were on order. Of 
this, around 15 small analogue computers have been operating pri- 
marily in the research and educational institutions. There were 
also about half a dozen 1CG1004 calculating machines which, 
however, are not considered as computers proper by both the users 
as well as the manufacturers. The manufacturers-International 
Cornputen Ltd. (1CL)-are in the process of withdrawing these 
machines and encouraging the clients to go in for modern systems.' 

1.7. The following table indicates the number of computers intro- 
duced in the ccuntry, year-wise, since 1961." 

. 8 .  Gop-hnul P. and Narayanan K.S.-Ccnlp~tcrs in Indie: An ~ v e n i e w ,  1975. 
P. M. 



Position as on 1 Augut, 1974 
--- 

Year No. of computers installed 

Total . Z I ~  

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

1.8. Of the 217 computer installations in the country, as on 1st 
August 1974, the largest group of 143 (66 per cent) computers had 
been provided by the IBM World Trade Corporation. 10 Honeywell 
systems had been installed in Government departments and R&D 
organisatiosls. International Computers Ltd. (ICL) had supplied 
28 (13 per cent) computers The Electronics Corporation of India 
Ltd. (ECIL) had its first computer, TDC-12, installed in April 1971 
at the Bhabha Atomic Research Centre. The total number of TDC 
series computers installed in the country, mostly in Government and 
R&D organisatiops, added upto 35 as on 1st March 1975. The first 
business system in the series, TDC-12, was intalled in December 1973 
at the Administrative Staff College of India, Hyderabad, and a busi- 
ness system with the advanced model, TDC-16 was expected to be 
operational in 1975 at the Bombay Stock Exchange. One single 
model, IBM-1401, accounted for about 48 per cent of the total number 

* Exact year of installation not k n o w ,  but k n o w  to h a w  been installed turirg this 
period. 



of computor installations in the country in August 1974. The follow- 
ing table presents the number of computer models in operation as on 
1st August, 1974;: 

TABLE 2 

C o n l p t c r  mode 1 NO. of units 
instslled 

-- -- 
1B.M World Trade Corporation 

I B M I J O I  . 
IBM 1620 . . .' '2 
I B M I X ~ O  . 
IHM 1410/1460 . 1 

1 

I*tarnihn;ll Computers Ltd. 



Computer mod el No. of units installed 

O T H E R S  

Control Dqto Corporat on 
(CDC-3600-160A) I 

PDP 2 

MINSK I1 . 2 

ISIJU . I 

Eiliot 8031920 . 3 

UESAM . . I 

REYhl l  . I 

-- -- - 

1.9. Government departments such as the Indian Railways, the 
Government Computer Centre and the public sector undertakings 
had also joined the computer bandwagon since 1966. As m 1st 
August. 1971, there were 38 computers in varlous government depart- 
ments and organisations and 37 in the public sector undertakings. 

1.10. The attention of the Public Accounts Committee (1973-74) 
had been drawn, through paragraphs 42 and 43 of the Report of the 
Comptroller 8: Auditor General of Indm for the year 1971-2, Union 
Government (Railways). to the inadequate utilisation of the IBlM 
connputers installed on the Indian Railways and to certain defects 
and irregularities in the contracts and agreements entered i n k  with 
the firm for the hiring of the computers as  well as in the procurement 
of peripheral equipment llke DISC Packs. The examination by the 
Committee of these paragraphs revealed that the purchase hire of 
computers and other data processing equipment from the IBM World 
Trade Corporation had very much wider ramifications and that the 
transactions were not confined to the Railways alone. since a number 
of other Government departments had entered into a.greements u*rth 
this giant multi-national corporation, which appeared. besides. to 
have been imposing its own terms and conditions on Government 
and other users. An examination of the utilisation of the computes 
on the Railways also disclosed that the computers had not been 
installed after any real analysis of the requirements, with the result 
that the machines were often idle and always very far from being 



put to the optimum use. I t  also appeared that the overall objeotives 
of compukrisa tion had n@i ther been comprehended mr clearly spel t 
out before installation. Thus, many routine accounting applications, 
which could well have been done manually, were computerised. This 
apart, the Committee fqund that for the Disc Packs, the Corporation 
had charged the Railways an inflated sum of Rs. 3,712 each (490 US 
Dollars), whereas the prices disclosed by the firm in the bills of entry . 
ranged between Rs. 498 and Rs. 517 (265 Deutsche Marks and 275 
Deutsche Marks) and had been assessed to Customs duty a t  no more 
than Rs. 925 each. 

1.11. Meanwhile, the Comptroller & Auditor General of India dreu 
the attention of the Government 9f India, in April 1968, to a contract 
in 1966 with the IBM World Corporation for the supply of data pro- 
cessing equipment, which had involved certain items of indigenous 
manufacture, in which prices were stipulated in dollars for payment 
in rupees. Consequently, Gsvernment were committed to an increas- 
ed  liabil5ty in rupees as a result of the subsequent devaluation of the 
rupee in June 1966. The Comptroller 8: Auditor General felt that 
there was no justification for stipulating the contract prices of stoles 
of indigenous manufacture in terms of dollars for payment in rupees 
and had suggested that Government should examine if some recti- 
ficatory action was possible. 

1.12. Particulars of such contracts entered by IBM with a few 
representative Ministr~es were subsequently examined by Govern- 
ment to see whether a similar stipulation existed in other contracts 
as well. Government found that prior to devaluation, in June 1966, 
ppices were indicated by IBM in dollars and the terms of the con- 
tracts required all payments to be made in Indian rupees 'at the 
official exchange Bank selling rate of exchange for US dollars a t  the 
time of payment'. The rupee prices of IBM equipment available for 
outright purchases were also unwarrantably and s u o  motu increased 
by IBM by 57.5 per cent consequent upon devaluation. even in respect 
of the indigenous content of manufactured items. Similar was the 
case in respect of the equipment taken on a rental basis prior to de- 
valuation, as the maintenance charges were expressed in dollars. 

1.13. Some attempts were stated to have been made by the Com- 
merce Ministry to persuade IBM not to increase prices following 
dwaluation, paficularly on account of the large indigenous content 
of the equipment supplied. I t  was also understood that apart from 
Government departments, other users of IBM data processing e q u i p  
ment had also represented against the increase in purchase prices as 
well as maintenance charges by 57.5 per cent following devaluation. 



Government met with partial success in their efforts ~ i t h  IBM agree- 
ing to return part of the additional money which i t  had collected 
following devaluation, upto the period ending 31st December, 1968. 
The Comptrqller & Auditor General of India, therefore, suggested 
that Government should consider 'whether the rates and prices a t  
which IBM will presumably charge with effect from 1 January, 1969, 
are justified by the facts of the case'. The Comptroller & Aud'itor 
General added: 'It is presumed that  Government would go into the 
costs of IBM and rate of return on which it had determined the hire 
rates and prices'. 

1.14. Government ~u~bsequentlv tried to persuade IBM further to 
extend the lumpsum adjustment given by them to a period beyond 
31 December, 1968. IBM, however, categorically declined to do so. 
The main points made by IBM during discussions with Government 
justifying their action in raising the prices were: 

(i)  I t  had taken them an extremely long period to establish 
D.P. business on profitable basis in India, as was 
evidenced by the Cumulative losses for the period 1951 
through 1965. 

(ii) IBM prices had remained practically unchanged since they 
had accepted dollar agreements. 

(iii) The IBM was already seriously contemplating a price in- 
crease, effective early 1966. of the order of 67.6 per cent to 
achieve a minimum return on investment of 10 per cent 
for the year 1966. 

(iv) Although a price increase of 67.6 per cent was warranted 
from the beginning of 1966, it was restricted only to 57.5 
per cent, i.e. the extent of devaluation of the r u p e .  so as 
to avoid hardship to customers over and above that due to 
devaluation. 

1.15. While returning: part of the money collected by them follow- 
ing devaluation, IBM had made i t  clear that they were doing so only 
as a gesture of goodwill and that the legality and justification of the 
price incrcase could not be q ucst ioned. 

1.16. Thereafter. an Inter-Mmisterial Working Group was consti- 
tuted, in July 1973, by Government to go into the question of costs of 
IBM and the rentals and prices charged by them. The tcrtns of refer- 
ence of this Working Grol;p were as follows: 

( i )  to look into the prices ctlargcd b\. the IBhl with effect 
from 1st January 1969, onwards. to their various customers 



in India, including Government Departments and other 
Public Sector Agencies, h r  hirelpurchase of Computer 
Systems and other data processing e k .  machines; 

(ii) to assess whether the price/rentals charges are reasonable, 
taking into account the costs, operating expenses and such 
other relevant factors, as a l s ~  a return on investment which 
could be considered fair in business of this type; 

(iii) to recommend norms to be followed in accepting price/ 
rentals fixation in future; 

(iv) to go into the nzodm cperandi of IBM contracts with its 
customers and suggest measures to prevent the IBM from 
unilaterally increasing the prices rentals; and 

6 (v) to look into the export import prices and inter-company 
pricing based on which M s. IBM operate in India. 

On 5th July 1973, the Department o,f Electronics enlarged the terms 
of reference so as to include an examination of the costs and rentals 
and prices charged by International Computers Ltd. also. 

1.17. In September 1973. the overcharging of Disc Packs supplied 
to the Indian Railways by IBM had also been referred to the Depart- 
ment of Electronics by the Ministry of Railways with a view to in- 
vestigating the  bills of entry and the price charged to the Railways. 
It was, therefore, decided that this aspect be specifically investigated 
under item (v) of the terms of reference mentioned in the preceding 
paragrwh. 

1.18. In view of the far-reaching implications of the operations 
of IBM in India, the Public Accounts Committee (1973-74) consi- 
dered. a t  their sitting held on 18 October 1973, whether a sub-com- 
mittee may be constituted to examine in detail the transactions 
entered into by Government departments flith IBM and other sup- 
pliers of computers and data processing equipment. After a detailed 
discussion, it was decided that the entire Committee should examine 
the  matter exhaustively. Accordingly, in order to obtain the relevant 
background material to facilitate the Committee's work, a question- 
naire (Appendix I)  was sent to the Ministry of Finance, on 12th 
December, 1973, with a request that the Ministry may coordinate 
the collection of information from various Ministries and furnish the 
requisite information in a consolidated form. Unfortunately, the 
requisite information was not received by the Committee till April, 



1974, and the Committee observed as follows in their 127 Report 
(Fifth Lok Sabha), presented to the Lok Sabha on 29 April, 1974: 

"The Committee's examination of the purchase/hire of machi- 
nery and equipments from this firm, has brought out 
wider ramifications requiring an  immediate and a detail- 
ed  probe. Such transactions with this firm were not con- 
fined to Railways alone. A number of other Departments 
of Government had also entered into business deals with 
this firm. Normal procedures of purchases did not appear 
to have been followed. There had been several lapses 
and irregularities in the transactions. The firm had been 
imposing its own terms and conditions on the Govern- 
ment. The purchase price or the rental, as the case may 
be, had been expressed in terms of dollars and the rupee 
equivalent as on the date of payment had to be paid pre- 
sumably even in the case of indigenous manufacturers 
and the machinery imported prior to devaluation of the 
rupee. This had the effect of considerably enhancing the 
liability for payment after the devaluation in June  1966. 
Further, it appeared that the firm could and did in fact 
unilaterally raise the pricelhire charges in terms of the 
agreement and that the Government accepted i t  without 
any questioning. The implications of declaring a low 
value to the Customs as also the reasonableness of price/ 
rental charges required to be gone into keeping in view 
particularly the movement of foreign exchange and the 
Income-tax liability of the firm. Incidentally the real 
need for computers, the economics of hire vis-a-vis pur- 
chase, the actual need-based utilisation and the results 
achieved also required critical examination. The Com- 
mittee accordingly decided to go into the matter fully. As 
the matter concerned various Ministries/Departments, a 
detailed questionnaire was sent in December 1973 to 
the Ministry of Finance to collect, consolidate and fur- 
nish the required background information to enable the 
Committee to have an examination covering all aspects 
of the deals with this firm and other similar firms. Very 
unfortunately the Committee have not received the requi- 
site information so far (April 1974) inspite of repeated 
reminders and close persuasion. This is regrettable. 
The Committee have, therefore, reluctantly to defer the 
fuller examination of the matter. They expect that the 
Ministry of Finance will not delay the information any 



further an? the outcome of the study undertaken by the 
Inter-Ministerial Working Group should also be reported 
to them without any further delay, The Committee are 
anxious that this question in relation to which very signi- 
ficant information has come to their notice a t  least from 
the Railways, should be seriously pursued a t  the earliest 
o p p ~ r t u n i t y . " ~  

1.19. On 4th June 1974, the Ministry of Finance furnished some 
information in this regard collected from various MinistriesJDepart- 
ments. I t  was, however, found that the information was incomplete 
and wanting in many respects. Therefore, on 22nd July 1974, a 
further questionnaire (Appendix 11) containing further specific 
points on which the Public Accounts Committee (1974-75) desired 
information was sent to the Ministry of Finance. The requisite in- 
formation could be coaxed out of the Ministry only after long pro- 
tracted correspondence. 

1.20. An analysis of the information finally received from various 
Ministries/Departments, inter alia, revealed that 

(i) large amounts had been spent by Ministries/Departments 
on the purchaselhire of computers and other data proces- 
sing equipment. while some MinistriesIDepartments had 
purchased or hired entire systems including the Central 
Processing Unit (CPU). others had purchased/hired only 
the peripheral equipment such as card punches, verifier, 
collectors. sorters etc. and processing the data on a Cen- 
tral Computer on a time-sharing basis: 

(ii) no uniform procedure had been followed by the Minis- 
tries/Departments in acquiring such equipment from the 
two main suppliers, IBM U.'orld Trade Corporation and 
International Computers Ltd.; 

(iii) the reasonableness of the terms and conditions of the 
agreements with the supplying firms had not been care- 
fully gone into by the Ministries/Departments. 

(iv) computers had been introduced on a r e l a l j ~ ~ l y  ad-hoc 
basis without adequate cost benefit analysis; and 

(v )  IBM had the lion's share of transactions entered into, 
often apparently on IBM's own terms, with the different 
Ministries !Departments. 

r. India., Public Accounts ~ i n t e , 1 z 7 t h  Report (M LS), Lok Sabha Secretariat, 
April 19741~atagroph I . Idi ,p.  88. 



1.21. In July 1974, the Inter-Ministerial Working Group submitted 
its Interim Report in which the Group gave its view that there 
was a prima facie case for reduction in rates paid for computer 
acquisition/hire to extent of about 25 to 30 per cent. The Group 
accordingly recommended that the Department of Electronics should 
rliscuss with IBM and ICL further steps, such as (a) an agreed re- 
duction in prices with effect from January 1969 and (b) further 
detdilcd cost-analysis and allied investigations if (a) proved infruc- 
~ U O U S . ~  

1.22. During their examination of paragraph 17(b) of the Report 
of the Comptroller and Auditor General of India for the year 1972-73, 
Union Government (Civil), Revenue Receipts, Vo!ume 11, Direct 
Taxes, the Public Accounts Committee (1974-75) found that the In- 
come-tax assessments of IBM World Trade corporation had been 
finalised without anv genuine scrutiny, particularly of the amounts 
claimed by the company as 'Head Office Expenses'. The Committee 
found that the deduction claimed by IBM on this account worked 
out to 78 per cent of the book-profits prior to the charge of this 
payment Besides, the company itself had come forward. in Novem- 
bcr 1974, with a voluntary disclosure under Section 271 (4A) (ii) of 
t he  Income-tax Act. 1961, admitting an excess claim on account of 
head office expenses for the years 1966 to 1970 to the extent of US 
dollars 450,030 and subm~tted amended tax returns. All these 
relations added a new dimension to the subject of inquiry, and 
specially the operations of IBM in India. 

1.23. The Public Accounts Committee (1975-76) reviewed the 
entire question, at their sitting held on 7th November 1975, and 
decided that in view of the important and somewhat disquieting 
information already available, ~t was imperative to examine the 
Ministries/Departments which had incurred considerable expendi- 
ture on the acquisition of computers and other data-processing 
equipment and to evaluate their utilisation, the purchase-procedures 
followed, the terms and conditions of agreements with the supplier 
firms, and other related issues. Since IBM had the whiphand on 
the Indian computer scene and a world-wide blaze of publicity had 
revealed how many of its operations, as of some other business dino- 
saurs were highly suspect, the Committee decided to examine. in 
some detail, the Indian operations of this multi-national corporation, 
and also the steps contemplated or adopted by Government to 
achieve self-reliance to the extent desirable and possible, in the 

*. t + ~  Ila, rnt:r-.Uinilterial WL?&ng e a u p  to go into the qucsdon of costs of IBM and 
ICL and th: hire rates or prices charged by them. Interim Report, July 1974. 
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computer industry. The question of data-security inevitably also 
formed one of the major issues before the committee. 

1.24. Accordingly, a t  their sittings held from 26 to 29 November 
1975, the Committee examined the representatives of the following 
Ministries/Departments: 

(i) Department of Space. 
(ii) Ministry of Tourism & Civil Aviation. 

(iii) Ministry of Home Affairs. 
(iv) Registrar General of India. 
(v) Central Bureau of Investigation. 
(vi) Planning Commission. 
(vii) Department of Statistics. 

(viii) Department of Defence Production. 
(ix) Ministry of Commerce. 
(x) Department of Commercial Intelligence & Statistics. 
(xi) Chief Controller of Imports & Exports. 
(xii) Ministry of Communications. 
(xiii) Department of Agriculture. 
(xiv) Directorate of Economics & Statistics. 
(xv) Ministry of Information & Broadcasting. 

(xvi) Department of Personnel. 
(xvii) Department of Revenue & Insurance. 

(xviii) Central Board of Excise & Customs. 
(xix) Central Board of Direct Taxes. 
(xx) Department of Economic Affairs. 

(xxi) Reserve Bank of India. 
(xxii) Department of Expenditure. 
(xxiii) Department of Supply. 
(xxiv) Department of Electronics. 

(xxv) Electronics Commission. 

The Committee also examined the Secretary, Department of 
Electronics a t  their sitting held on 13th December, 1975. 

1.25. Arising out of the evidence of the representatives of the 
aforesaid Ministries/Departments. the Committee called for further 
infanpation to clarify some of the issues involved in the process of 



computerisation in Government Departments. ,While all other 
Ministries/Departments furnished the requisite information to the 
Committee, it so happens that the Ministry of Commerce had not 
furnished the information fully till even the date of finalisation of 
the Report. 



CHAPTER 11 

EVALUATION O F  THE NEED FOR COMPUTERISATION 

2.1. The main justification offered generally for introducing com- 
puters and other data processing equipment i; that computerisation 
facilities/the processing of a large w l u m e  of data with speed ease 
and  accuracy. Some claim further that computerisation enable.; an 
organisation to introduce such nwlern techniques of management as 
are essential to increased productivity also, in the long run, to redu- 
ced costs. 

2.2. On this subject, however. the Con~mittee on Automation 
(1972) observed 'inter alia': 

"Generally speaking, the management in arriving at the deci- 
sion is influenced by several factors. mainly economic, 
technical and institutional; social. political and psycho- 

logical factors also influence them, though less directly. 
I t  has sometimes been stated that com.puters were intro- 
duced in  many cases as mere status symbols and to keep 
up with the 'Jonesses' and not with any clear-cut and 
calculated assessment of its benefit.s as an enective man- 
agement tool. Various studies into this aspect of why 
managements have gone in for computers seem to sug- 
gest that the criticism is not altogether unfounded; and 
that even where the computer was introduced in order to 
obtain certain specific advantage, i n  most cases it was 

still not being efficiently used as an adjunct to a well- 
designed ma'nagement information system."'" (Italics 
added). 

According to a study cited by the Committee on Automation in 
this context, "in most companies computers have bcen acquired as  a 
result of pressure from within due to increase in volume .)f work 
and not out of the managements' foresight and anriety to benefit 
from a neu: management opportunity."" (Italics added). Yet an- 
o ther  study referred to in the study observes: 



". . . . . . W h l e  taking certain jobs to the computer, w s t  consi- 
derations received considerably low priority as compared 
to management's desire to introduce modern management 
control system."" 

2.3. The said Committee, however, went on to add in all 
fairness: 

"Our own enquiries into this aspect of the problem have 
revealed some interesting facts. While there have been 
instances, though not many, in which the computer was 
introduced without a clear understanding of its utility 
and potentialities, it would appear that in many cases i t  
was the growing volume of their operatims and the deve- 
lopment of professional management conscious of the need 
for adopting modern management tools and techniques that 
impelled them to go in for computers. In many under- 
takings, the managements felt that the traditional methods 
were inadequate or unsuited to their expanding opera- 
tions. In some, competers were cansidered indispensable 
for developing certain new or better quality products. 
design project planning. etc." : 

2.4.  The following have been cited by the Committee on Automa- 
tion 3.; reasons commonly made out for the introduction of compu- 
ters ir: India: 

( 1 )  Inadequacy of the  unit record system to cope with in- 
creased volume of data; 

(2 )  Improvement in quality of the products: 
(3) Better service to the consumers; 
(4)  Reduction in cost of production and consequent improve- 

ment in competitive position; 

(5) Greater speed and reduction in time lag in processing of 
information; 

(6) Greater accuracy in compilation and analysis of data; and 
(7) Efficient Management information system."14 

2.5. A comprehensive survey of the Indian computer scene was 
made not long ago by the Administrative Staff College of India, 
Hyderabad. According to its authors, Sarvashri P. Gopalakrishnan 

rn. W m b  Study Term on Autmrtirm (Office Automation) in Maharashtra State (19-c.3 
 report,^. 37. 



and  K. S. Narayanan, the major computer operation in most com- 
mercial organisations rdated to the accounting function, while 
advanced processing systems like inventory models, linear p ~ g r a r n -  
rning for optimum product mix and. optimum transportation pattern, 
project management reporting, etc. were still in the nascent stages 
of application. The study points out that 26 out of the 115 organisa- 
trsns which responded to the survey consider4 'Management Infor- 
mation System' as the most important reacon for computerisation. 
While 20 organisations indicated that their data was too large for 
manual operation, 16 cited the i n t ~ o d u c t i ~ n  of modern management 
techniques as the mlAivating force behind computerisation in their 
organisation. Most of the educational and R & D organisations had 
chosen camputerisation for reliability and speed. Pointing out that 
i t  was, therefore, "apparent that the computer does not constitute a 
status symbol in the user organisations", the study goes on to 
observe: 

"It should, however, be mentioned that the impression gathe- 
red by the personal interviews. is that. by and large, the  
Indian management is not very clear about the overall 
objectives of computers, and in many cases, computers 
were acquired with a view to dealing with the  immediate 
and specific problems."" (Italics added). 

2.6. In ~ i e w ,  thus. of the fact that in qui te  a few cases, apparently, 
computerisatim had been resorted to without adequate a-sessment 
and evaluation of its need and that computers had been installed on 
a relati\.ely ad hoc basis without any cost-benefit analysis, the Com- 
mittee considered it necessary to examine, in some detail, the appli- 
cations selectej by different Government departmentslapencie; for 
computerisation, the nature of assessment and evaluation made by 
them p r b r  to taking such decision, the motitvating force behind the 
decision, and other related issues. The posltion emerging from the 
Committee's examination is divussed in the succeeding paragraphs. 

2.7. The details regarding the computerj and other data-proccss- 
ing equipment acquired by 4ifferent Government aqencies and the 
applications for which they were acquired, have been compiled from 
the material furnished to the Committee by different Ministries/ 
Departments, and are indicated in Appendix 111. 

2.8. The Committee enquired from the different Ministries/ 
Departments the rationale for their decision to instal computers or  
- - ---.- --- 

I .  G>s~l~k-ieht*n. P- and Nirlyinan, K.S., Computtrs in India, anovtrvicw. 1975, 
m. TI-13. 



data-processing equipment. The replies received in this regard 
from the various Government agencies offer much suggestive mate- 
r ial  and have been surnmarised in Appendix IV. 

2.9. The Committee also desired to know whether the nature of 
work was so complex that i t  could not be done manually o r  whether 
t h e  idea of mechani;ation had been s d d  by the suppliers who were 
known to be expert salesmen. The replies furnished in this regard 
by the different Ministries/Departments are  indicated below: 

Department of Space 

"As stated earlier, computerisation has been introduced to 
further research arxi development work in areas where 
manual calculations can neither cope up  with the speed 
required nor handle the magnitude of calculations within 
any rea;onable time limit. The same is the case with the 
dedicated computers acquired f . ~ r  specific items of work 
like satellite check-out. For example, in real time track- 
ing within 50 milli-seconds the trajectory of the rocket has 
to be calculated. Again, in image processing, picture; 
consisting of 400x400 elements have to be processed in 
a few minutes. In ihe case of trajectory optimisation, 
the calculations take hours to complete even in a sophis- 
ticated computer and cannot be attempt& a t  all man- 
ually. Similarly, in a Satellite Launzh Vehicle launch 
some 600 parameters would require to be checked out in 
half an hour b e f ~ x e  launch. 

The computers lvere not, therefore, purcha:ed with any idea 
of mechanisation where manual labour can deal with the 
problems, but only to handle problems which can be 
solved only with the use of computers." 

Ministry of Tourism and Civil Aviation 

(4) India Meteorologmd Department 

"The problem . ~ f  Rumerical Weather Prediction cannot be 
undertakep manually. I t  mag be mentioned that L. F. 
Richardsotl who at tempted Numerics: Weather Predic- 
tion manually estimated that 64000 human computers 
working for 24 hours csuld just complete the forecast 
valid for 24 hours. Even with a relatively simple nume- 
rical model for a limited area as many as 20 million arith- 
metic operations are involved in arriving at a 24 hol~rs  
forecast. Thus it  will be seen that a fast computer is an 
absolute necessity for this type of work." 



(B) Indian Airlines 

"In most of the application areas which have been compute- 
rised, it was not possible to provide the required informa- 
tion efficiently and in time by manual methods. Specially, 
in the case of Advance Reservation System, with 
the growth in traffic, i t  would not have been pss ib le  to 
action the reservation requests on each flight card man- 
ually. Similarly, in the case of Inventory Control review 
period has been brought down to one month as against 
six months in the holdings. With all endeavours made 
during the past years. even with mechanisatim of part of 
the procejs through Unit Accounting machines, bills could 
not be raised before two to three months after the sale 
took place. This period now has been reduced to two/ 
three weeks. This delav in raising the bills led to further 
delays in realisation of b03k debts. Effective Credit 
Contrd  methods cou!tj not be introduced in the manual 
system. This resulted In blockage of fund?. With the 
computerised system, it is possible to automatically issue 
reminders to parties indicating latest outstandings at 
regular intervals This has helped in bringing down the 
volume of book debts from over ~ i x  months outstandings 
to only tws  to two and half month outstandings." 

(C) Air lndia  

"As mentioned earlier. Air India was processing a number of 
Accounting applications on Unit Record Equipment since 
1947. The v d u m e  of work on the Unit Record Equipment 
had become excessive and besides, even with the Unit 
Record Equipment the delay involved in preparing the 
results, such as interline biLling required by the IATA 
Clearing House, was unacceptable since these delays in- 
volved adverse balance of payment in foreign exchange. 
Similarly the inventory of Air India had already increa- 
sed to the  level of over 125,0010 items. It was therefore 
felt necessary to get the benefit of efficiency and prompt 
reporting with the help of computer. There was no question 
of Air India being influenced by Computer Manufacturers 
i n  the  decision of computerisation of these applications. 
The nature of Air India's operations made it necessary to 
use computer." 



Department of Personnel and Administrative Reforms 

(A) Union Public Service Commission 

"Gradually the number of the competitive examinations held: 
by the Commission has increased. The number of candi- 
dates appearing a t  these examinations as also the num- 
ber of applicants applying for various recruitments by 
selection has also steadily increased. There has also been 
a gradual increase in the number of these machines pur- 
chasedlhired to cope with the increased volume of work. 
With the passage of time the schemes of different examina- 
tions have undergone many changes on account of the in- 
troduction of large number of compulsory and optional 
subjects. With the use of regional languages as media 
of examinations for certain subjects, the complexities 
have increased. A considerable data of specialised nature  
is now required to be produced for standardising the re- 
sults of examinations with the help of machines. The 
combined effect of all these is that some of the basic items 
to be produced a t  the moment are so intricate that if tried 
manually, would never be completed in time and would 
hamper the smooth conduct of the examinations accord- 
ing to schedule. I t  would, therefore, be observed that the 
nature of work had become complex and called for mec- 
hanisation for its speedy and efficient disposal. 

The idea for the installation of these machines Lvas not sold 
by any supplierlsalesman. The proposal for the installa- 
tion of data processing machines in the Commission's 
office was first mooted in 1948 by the then Secretary of 
the Commission, who during his service in the Navy ear. 
lier, had seen the part played bv these machines during 
World War I1 and was aware c;f the potentialities of 
these unit Record Machines and also at the same time, at 
the Secretary of the Commission, could rightly visualist: 
the  future load of work that the Union Public Sewice 
Commission might be required to shoulder in time to 
come." 

( B )  lnstitute of Secretariat Training and Management 

"The examinations conducted by the Examinations Wing of the 
Institute are required to be held at regular intervals 



(monthly, quarterly, half-yearly and yearly) and as such 
only limited time is available for completion of various 
stages of work of an examination. This work also in- 
volves huge volume and some amount of complexity. I£ 
the work were to be done manuallv, it would be well-nigh 
impossible to complete different stages of an examination 
within the time available. Further, a few items of work 
involved are so complex (e. g. preparation of alphabetical 
master-index of applicants, and order of merit results) that 
these cannot perhaps be done manually with the requisite 
accuracy and speed needed. The idea of mechanisation 
was taken from the long experience of the Union Public 
Service Commission from whom this work was transferred 
to the Institute. As a matter of fact, it was only after the 
Controller of Examinations of the Union Public Service 
Commission had advised that it was absolutely necessary 
to have some amount of rnechanisation that the I . C  .L .  
were approached. There was thus no question of the idea 
of rnechanisation having been sold to the Institute by the 
I .C .L."  

Ministry of Home Affairs 

( A )  Registrar General of India 

"The basic data involved 548 million people. In the era of 
planning, wider and more comples statistics and cross- 
tabulations are required which cannot have been done 
speedily, accurately and economically without a computer. 
The decision to instal the computer was taken in this con- 
text and after comparing notes with census authorities in 
other countries." 

( B )  Central Burmu of Investtgation 

"The idea of mechanisation was not sold to us by the manufac- 
turerssuppliers. It was necessary to mechanist and com- 
puterise In the interests of accuracy and speed in retr~eval 
and of quick dissemination to investigators all over the 
country. This could not be done manually in proper time 
to be of utility to investigators. For example, through the 
help of computer, lists of Motor-vchiclt; stolen or recover- 
ed are printed Regn. Na. wise. Chassis No. wise and Engine 
No. wise within a few minutes but this would require a 
large number of ofice hands and also take an unusually 



long time to compile and type. I t  m a y  even then be not 
accurate." 9 

Planning Commission 

"As has already been stated, the decision to instal an electronic 
computer for planning applications was based on the consi- 
deration of indispensability for the Commission, of f s t  
computational facilities, for undertaking speedy data pro- 
cessing and complex computations work and for develop- 
ment  of the  methodology for formulation of plans. The 
volume of the  data and the nature of the analytical and 
computational problems involved in plan formulation and 
evaluation are too large to be handled with any efficiency, 
and in time, through manual processing. For several pro- 
blems, even the present computer facility has actually pro- 
ved inadequate, to cope with the dimensions and range of 
the problems to be solved in connection with plan formula- 
tion exercises as well as in connection with examining of 
various policy questions, from time to time. Similarly, for 
project appraisal, exercises connected with the time phas- 
ing and locational aspects of the projects, which invol- 
ved the formulation and solution to large scale mixed 
linear integer programming problems, the present compu- 
ter has not been adequate. Growing complexities of the 
economy would require the development of more complex 
planning models, and their solutinn and also e a r n i n g  out 
exercises to appraise as well as study changes in the plan 
targets from time to time, in the context of domestic and in- 
ternational changes. Under these circumstances. the qLes- 
tion does not arise of Planning Commission falling for the 
tactics of any 'expert salesmen'." 

Department of Statistics 

(A) Ceilrral Statlst;cal Organisation 

"The number of entries to be processed for m e  round of census 
sector is of the order of 10 million. For each survey the 
results are brought out in two instalments: the sunlmarv 
results and the detailed results. The summary results are 
brought out in the form of 4 tables: the first relating to each 
State Union territory by each of 63 industry groups: the 
second to each State--all ind~istries: the third to 
each industry-all States and fourth to all States- 
all industries. In each case data for 10 principal charac- 
teristics are  presented. The detailed results are in 7 tables 



each for 242 sub-groups of Industry under each State. These 
data also show the detailed break-ups of capital invested, 
persons employed, salaries and wages paid, fuels and mate- 
rials consumed, products and by-products manufactured. 
Manual preparation of the tables which involve much of 
cross-classification apart  from being very time consuming 
is prone to a large number of errors or  inaccuracies." 

(B) Computer Centre. New Delhi 

"A number of applications in the Government Departments 
involving bulk data processing. information storage and 
retrieval management information systems and scientific, 
engineering and satistical applications could nat be u'ohe 
manually within the time that the results could be much 
meaningful. So several of those applications have been 
computerised by a number of Gwernmcnt Ministries De- 
partments a t  the Computer Centre. New Delhi. which func- 
tions mostly on an  'open shop', basis. So far as the De- 
partment of Statistics is concerned. applications of Annual 
Survev of Industries. Consumer Price Index Numbcrs and 
National Sample Survey data ha\,$? been computeriscd to 
provide tabulation in a time and the desired drgree of 
accuracy and data." 

Department of Agriculture 

Directorate of Economics and Statistics 

"The work being voluminous, the use of data processing equip- 
ment was considered imperative. There was no question 
of the idea of mechanisation being sold by the suppliers " 

Ministry of Information and Broadcmting 

(A) Aud~ence Research Uni t ,  All  India Radio, New Delhi 

"The computation of data collected in surveys undertaken by 
Audience Research Unit cannot be reasonably satisfactorily 
done manually as normally all questions are to be tabu- 
lated with reference to differept variables which need cross 
tabulation. Manual tabulation therefore will be time con- 
suming and may result in errors." 



(B) Central Sales Uwit, Commercial Broadcasting Service, All India 
Radio, Bombay 

"It cannot, of course, be said that  it is impossible to do the 
work manually. In fact, the work has been done manually 
so far  since the inception of the commercial service in All 
India Radio in November 1967. But the nature of the work 
is voluminous and needs speedy disposal. Within a short 
period of time the schedules have to be made available to 
the various Stations of All India Radio incorporating all 
the corrections and changes, and also bills should be made 
available to the agencies well in time. The speed and 
efficiency will improve when the process is mechanised." 

Department of Agricultr~rc 

"The electronic computer was acquired on the basis of a 'felt' 
need while undertaking sophisticated R&D projects. In  
the design of complex electrical filters the order of accu- 
racy required could not be obtained by any manual ~ s -  
tems. Similarly, optimisation of styitching paths in elec- 
tronic exchanges could not be done by manual methods. 
The electronic switching control is similar to a computer 
and in the design of the control equipment, simulation with 
an electronic computer is absolutely essential." 

"The computation work involved in the design of electronic ex- 
changes, electrical networks, microwave systems and in 
traffic analys~s/simuIation are so complex and repetitive 
\ \ .~ th  varying parameters that the? cannot be carried out 
by any manual system." 

(B) Oversew Coininunwations Senlice 

"The nature of revenue accounting work in  OCS is conlplex 
in thc sense that the objt>ctives stated earlier could not have 
been achieved if the functions were performed on manual 
basis particularlv because the rewlt!: are required within 
a given the-frame. 

Having felt the need for introduction of machine accounting. 
an in-house system study was made. Howtwer. for plan- 
ning the practical system. information was obtained from 
known suppliers in India on our Qwn initiative." 



2.10. The Committee wanted to know whether before acquisition 
of computers and other data-processing equipment, any serious 
scientific assessment of the work load involved had been made by 
the user Ministries and Departments, and also the steps, if any, 
taken to ensure that  computerisation did not prove to be merely a 
labour-saving device. The following position e-nerges from an ana- 
lysis of the replies furnished by various MinistriesIDepartments: 

(1) Some Ministries/Departments such as the Planning Com- 
mission, DGS&D, CBI, India Meteorological Department. 
Department of Defence Production did undertake some 
ldnd of a job analysis and assessment of the work load be- 
fore introduction of computers and data processing equip- 
ment 

(2) The Ministry of Information & Hrc~adcasting have infor- 
med the Committee that in the Central Sales Unit of the 
Commercial Broadcasting Service and the Audience Re- 
search Unit of All India Radio, no job analysis as such was 
done. In the case of the Commercial Broadcasting Ser- 
vice. the justification given for the acquisition of the data 
procescing equipment is as follows: 

"As per the instructions from the Hon. Minister and the 
Secretary of I & B at the time of commencement of 
the Commercial Broadcasting Service in Bombay. the 
proposal for the purchase of computers ueh.as initiated. 
The machines are not yet operated. pending final ins- 
pection report from the Directorate of Inspection and 
sanction of staff for operation of these machines." 

As regard-, the Audience Research Unit of A11 India Radio, 
the Ministry have stated: 

"No job a n a l p s  was done prior to the purchase of the 
machines which were purchased cope wlth the 
heavy tabulation work coming up at various AuJience 
Research Units as a result of reorganisation of Audience 
Research." 

(3) In justification of the hiring of c.lcctronic data processing 
equipment, by the Overseas Communications Service, the 
Ministry of Communications have stated: 

"In Government o m w  in India, the use of the progressive 
Wceu for ensuring that correc% accurate and uptodate 



data becomes available to the decision making authority 
to enable him to take appropriate decision in time and 
to review and to revise, seems to be inevitable." 

(4) The Institute of Secretariat Training & Management had 
acquired data processing equipment, in keeping with the 
practice followcd by the Union Public Service Commission 
in this regard. 

2.11. When asked why no job-analysis was done before acquiring 
datawprocessing equipment for the Audience Research Unit of All 
India Radio, a representative of the Ministry of Information and 
Broadcasting replied: 

"We did not make a 'formal' job analyis. But wlih the help 
of IBM engineers we did find out what should be the 
power of a machine which could take the work-load we  
have." 

Ar,other representat~ve of the Ministry added: 

"It was not a comprehensive job analysis in the proper sense 
of the term, but they applied a value judgement to that 
situation. The volume of work was increasing and they 
felt they had a larger work load which would need a lar- 
ger machine." 

2.12. Since machines acquired by the Sales Unit of the Commercial 
Broadcasting Services of All India Radio had not been put to use 
even after two years of installation, the Committee asked whether 
this did not indicate that there had obviously been no genuine as- 
sessment of the requirements of the equipment. The representative 
of the Ministry of Information & Broadcasting replied: 

"That is unfortunately the fact." 

Another representative further explained: 

"The main functions of the Commercial Broadcasting Service 
are four, uiz. sale of air-time. billing, audience research 
to ascertain the reactions of the listeners to our broad- 
casts, and the cost accounting i.e. what we are earnlng o r  
losing. All these require a data processing machine. 



That is why, ever since the starting of the commercial ser- 
vice, we have been thinking in terms of having that mac- 
hine. Earlier, we had only one hook-up viz., Bombay- 
Poona-Nagpur; but later we had Calcutt:l, De!hi and 
Madras. By 1971, we had a net w x k  of 9 hook-ups and 
18 centres. We then realized that with u view to cn- 
suring speed, accuracy and saviag manpower. wc shculd 
go in for machines." 

2.13. In reply to a question as to why there should be an attempt 
save manpower, the witness replied: 

"We have to take advantage of thr  modern scientific methods." 

2.14. The Committee desired to know whether the applications 
computerised in the Union Public Service Commission and the 
Institu'e of Secretariat Training R: Management could not be done 
manually and whether any comparative assessment of the expendi- 
t u r e  on mechanisation and manual work had been made. The Stc- 
retary, Department of Personnel stated in evidence: 

"In ISTM we are spending Rs. 1.53 lakhs in $terms of rental 
etc. If this work were to be done manually the total ex- 
penditure would have been of the order of Rs. 9.63 lakhs. 
So, we are sa\?ing almost Rs 7 lakhs per year by  cm- 
ploying these machines." 

2 15 \{'hen the Committee intervened tn point out that resorting 
t o  mechanisat~on also led 'o unemployment in the process, the 
witness replied: 

"I would like to explain that when these examinations are  
conducted they have to he worked in a time-frame. At 
one t ime in UPSC no more than 4.000 students used to 
appear for .IAS, etc This year as manv as 25,000 arc 
writing the  examination. Now, wi'hin a period of 3-4 
months the answer books have got to be examined, re- 
sult tabulated, candidates 'o be called for interview and 
results have to be conveyed. Unless it is done within 
the  time-frame there will be overlapping. The same is 
the case with ISTM. They are now working w'r'h 80,000 
applicants as against 18,000 who applied in 1970. Then 
there is the element of secrecy and also there are chances 
of inaccuracy when a large number of people handle the 
result sheets." 



.He added: 
"It can be done by human beings but a t  a tremendous cost 

in terms of time and also in terms of accuracy of the 
results and also secrecy. !l%e UPSC a t  persent deals 
not only with IAS examination but also with a large 
number of other examinations and the total number of 
candidates which they handle is 80,000." 

2.16. Since the machines being used in these two organisations 
were not of a very sophisticated type, the Committee pointed out 
that <there would perhaps be no qualitative difference in the result 
if the same work were to be done manually by employing more 
clerks, which while inflating the wage bill could be justified on 
socio-economic grounds.. In this connection, the Secretary, Depart- 
ment of Personnel s'.ated: 

"The main thing is the constraint on time. Let us ray, we get 
45,000 applications for the LDC's examination. All these 
applications have goL to be screened. processed and with- 
in 15 days you have got 'o ~ s s u e  the admission cards so 
that they can get to the examination and write the exa- 
mination. You have also got to work out other data in  
order to find out that medium in which the candidates are  
going to write the examination, to screen all these appli- 
cations and ,to find out whether the?- are in order. There 
are  various other things. There are about 15 steps that 
have been indicated here in this note. If you lrke, I can 
give you a copy of this note which will indicate that the 
tune limit a t  the disposal of anvone who is doing this 
job is extremely limited and if we want to put every- 
thing, we will have to continue with this existing 
arrangement. As you said, it is possible to get a large 
number of people. But, the very large number of people 
which you have in mind, is not a very large number of 
clerks. This only means, 20 UDCs, 10 Assistants, 5 Sec- 
tion OfRcers, one Deputy Director and 100 Subordinate 
clerks. This is the number, which w e  have calculated 
according to the norms, which would have been employ- 
ed had these machines not been emploved. Even in res- 
pect of social cost. I think, we would not be dislodging 
far too many people, to become extremely concerned 
about this matter. 

Apart from the problems that I placed before you in respect 
of secrecy, accuracy and the time factor, the other point 



if rthis. I agree that there is same social factor involve&. 
But, the point to consider is that, within that time limit, 
the processes which have got to be underg~ne can b e  
done by this machine through this simple device of a 
card where all the information is put in and so on. If 
these were to be done manually, then, so many more 
registers will have to be opened, so many more people 
will be handling this and the  other point is that, as  a 
submitted earlier, these people will be working only for 
a period of time" 

2.15'. The Committee enquired into the methodology adopted for 
the inkodudion of a computer in the office of the Registrar-Gene- 
ral of India. The Home Secretary stated in evidence: 

6Talking of the census organisation for instance, earlier it 
was all being done by manual processes. In 1961 we had 
the mechanical processes. It  was in 1966 that the ques- 
tion of introduction of the computer for the processing of 
data was taken into considera~'ion. Two parties were in 
the field at that time and we got the studies carried out 
by them as do h a t  would be the type of computer which 
would be most useful for the purpose and we decided to  
have one IBM computer of a particular type." 

2.18. Jn response to a questionnaire sent out by the Cornmigee, 
the Contra1 Water & Power Research Station. Poona had stated 
that they were using a Card Punch for solving scientific, engineer- 
ing and other problems. When the Committee pointed out, during 
evidence, that the kind of job done at the Research Station with 
the help of a Card Punch could perhaps be done more efficiently, 
manually and that i t  would, therefore. appear  that the Ministries1 
Departments had gone in for mechanical gadgets more for their 
prestigious value rather than their actuaI utility. the Secretary, 
Department of Expenditure stated: 

"We have been very conscious of this problem. There are 
institutions which may want expensive hardware for 
prestige purpose. You can be taken in by the sqlesrnan- 
ship of a computer company. It  is not merely IBM, there 
are other companies also. Their aim has been directed 
towards seITing very good looking packages of hardwares 
and softwares. There is a prea:ige element involved in 
going over to a computer. So, this is a fact which we 
have taken into accmunt. 11 am sure this is also taken 



into account and discounted by rthe Department of Eke- 
tronics in approving any system. 

The specific question about card punches is not quite on par. 
Thak system is the data feeding system which is required 
for mechanical tabulation or electrical system or electro- 
nic computer system. Card punch is a simrlcy cn.-li :r? .- ' 

by which data has to be fed. That is, in fact, a l a b o u -  
intensive activity. The conversion of data from paper 
into the card punch is one of the growing fields of edu- 
cated employment in the country. I don't Rhink one 
could say that was not a good one." 

2.19. Justifying the need for computerisation in the C W d  
Bureau of Investigation, the Director, C.B.I. stated in evidence: 

"When we started this in 1964-65, and it was being done 
manually, we were getting about 1,000 reports per year 
and preparing only 1,000 cards per year. Gradually, it 
went up to over a lakh of cards per year. We cannot 
maintain cards of all crimes and of all criminals. If we 
were to do that, it would run into crores. As to what 

' kind of crime records we should maintain, this is decided 
at the conference of the WGs of State CIDs and also a t  
the conference of IGs of various States. This is decided 
by a general consensus. After all, the information has 
to be supplied to us by the States. They have to build u p  
an  organisation for receiving the necessary information 
from the police station, at a focal poi*, or i t  may be at 
the state Headquarters or at  the IG's office or a t  the 
DIG'S office or the CID's office. *om there, it has to be 
transmitted to us. As the organisation grows, we are 
able to maintain more and more crime records. For 
example, in the beginning, we were maintaining records 
only for inter-State cheats, kidnappings for ransom or 
kidnapping of children for begging purposes and so on. 
Later on, we added fire-arms and stolen cars. Recently, 
we had added all thefts of antiques and idols and also 
narcotic offences. We are adding records on more and 
more types of crimes." 

2.20. The Committee desired to know whether. in a country like 
India where there was no dearth of labour, labour-saving could 
be a justification for computerisation particularly for non-techni- 



cal and non-scientific applications. The Committee also wanted to 
know if there was any clarity in the objectives of computerisation 
in the present state of our development. The Secretary, Depart- 
ment of Expenditure stated: 

"The objectives are efficiency in the sense of being able to do 
certain things which, although theoretically this can be/ 
done manually, in practice are not so achievable. The 
the case of the system the Director of CBI mentioned. I t  
would be possible to replace (the computer system with 
card indexes and cross references. But in fact the card 
indexing with the reference mark being done by clerical 
staff would not really be feasible and the data could not 
be retrieved in time. So we have no al'ernative in cases 
like that except to put the information on a computer 
through which the retrievability is both simple and 
quick We have cases of that kind. 

The other kind of cases which was mentioned is where the 
saving of time is of the essence. One might mention the 
computd system installed by the Diredtor General of 
Commercial [Intelligence. There, again, the earlier system 
was that of manual tabulation, but it had certain defi- 
ciencies. By the time the analysis and da'a was avail- 
able, months would pass. That statistical information 
had also very limited use for planning purposes and for 
any policy making. Moreover.the accuracy of a com- 
pletely manual tabulation system is very much lowep 
than that of a computerised or mechanical or electronic 
system and we have had instances or cases of large dis- 
crepancies and errors between the import/export statistics 
as maintained by the Director General of Commercial 
Intelligence and the export earnings figures of the Re- 
serve Bank. . . . . . So, in certain cases of obtaining data 
for Government time is of the essence." 

In this context, the Home Secretary added: 

"About the Census Organisation, I may add that the data that 
had been processed for the one per cent national sample 
for instance is useful even today for the purposes of plan- 
ning and we make the maximum use of it in the planning 
Aeld. In  this particular case, if we had gone in for the 



manual prooess, it would have taken us two years more 
than what i t  has done. 

Similarly, data pertaining to degree holders and technical 
personnel was produced in record time as i t  was required 
by the Planning Commission and Ministry of Education 
for the purpose of man-power planning." 

2.21. When the Committee pointed out in this context that in 
any assessment for the use of a computer in a particular institution 
in  India, the social costs of mechanisation would also have t o  be 
taken into account, the Secretary, Department of - Expenditure, 
stated: 

"I absolutely agree with the observations of the hon. Mem- 
ber that, in assessing the economic justification of instal- 
lation of a computer, the social costs have to be taken 
into account. Theoretically, there is no difficulty in 
doing this. We have techniques for doing this like shadow 
pricing of labour. In certain major investment decisions, 
the Planning Commission and ourselves do attempt to 
make such calculations." 

2.22. 1In regard :to the procedure followed by the hfferent Min- 
istries/Departments for evaluating the need for computerisation or 
mechanisation, enquired into by the Committee, the Secretary. 
Department of Expenditure stated in evidence: 

''For non-scientific use of computers, the proposals have to 
be put up. That is, for installation of computers for sta- 
tistical and accounting work, it requires a feasibility 
study to be made to quantify the estimated savings 
effected as a result of computerisation assuming it could 
also have been done manually. Soma!imes, the actual 
work could not. in fact, be done manually. If it could 
be done manually, then it is to be quantified what will be 
the saving effected as a result of computerisa!ion. 

I would sag. here, that these savings are only potential savings. 
These are not savings in the sense of actual s a ~ l n g s  as per 
the existing manpower. The general poiicy of the Govern- 
ment still remains that the computers are not installed to 
sove existing manpower. These a n  potential savings." 



2.23. Explaining, a t  the Committee's instance, the process of 
introduction of computers in India, the Secretary, Department of 
Electronics stated in evidence: 

"In the past, introduction of computers was made on the gene- 
ral assumption that computers improve efficiency and en- 
able things to be done quickly. For example, if one 
takes the enormous amount of information in many of our 
financial sectors like pensions, provident fund, income 
tax, customs etc., it is found that it has been extremely 
difficult to correlate data and find out fhe impact of 
various measures. That is why many of these areas have 
a reputation for tremendous delays; and I do not think that 
in these areas introduction of computers on a judicious basis 
could play a very important role without rea.lly displacing 
manpower in the sense we understand it. I talk of dis- 
placement of manpower in a completely different context. 
You can displace manpower in the sense that the entire joS 
could be done on a computer. In advanced countries where 
labour is very costly, they go in for computers as an alter- 
native not because they want it but because the other option 
i.e. labour is out of question. We do not have to go in for 
computers on that basis. We should go in for computers 
on the basis of specific evaluation and judgment that it 
makes things possible which otherwise are not possible and 
saves time or money. It  is in this background that we have 
to look at the introduction of computers in the past whether 
in Government departments or other places. But one must 
also say this that the computer companies essentially sell 
the computers because they are interested in making profit 
and enlarging their market. Therefore, very often there 
has been a tendency to buy and use them without a careful- 
enough study of what the end objectives are and how the 
computers would fulfil these. That is why in the case of 
any imported computer system, we have proposed, and this 
has been accepted by the Cabinet, that anybody who wants 
to import it would have to come to the Electronics Depart- 
ment and say, "These are the objectives and this is the con- 
figuration which we think would meet it." We will see 
whether that configuration matches the objective and then 
get quotations. Then we will discuss with the user the ulti- 
mate choice of the system in terms of having actual bench 
mark tests performed, and not go merely by what the 
manufacturer says. This becomes a more objective analy- 
sis, In the past, they did not conform to this (type of pro- 



1cedu.n) largely because companies like IBM and ICL were 
allowed to operate in India; they were offering certain faci- 
lities and therefore people felt that these could be useful; 
and on a genellcl.1 basis, without having a detailed analysis 
done, went in for what was readily available. 

If you want to go into this in greater detail, one has to look a t  
each particular case. But generally, the introduction of 
computers in the past was done in good faith because that 
is what was available. Whether that was really the way 
to go about it is a different matter. That is why we are 
changing it!' 

2.24. In a note furnished to the Committee, the Department of 
Electronics had, inter alia, stated: 

"The majority of the computers currently in use in the country 
are largely data-processing machines which support essen- 
tially accounting and other book-keeping functions. This 
was the result of the way in which the computer industry 
had been promoted by the foreign-controlled companies." 

Referring to the above statement, the Committee asked whe- 
ther  the demand for computers in India was largely created by the 
manufacturers with a view to promoting their sales activities or 
whether the stage of economic development in the country had 
reached such a point so as really to need this kind of sophistica- 
tion. The Secretary, Department of Electronics replied: 

"Firstly, about the total scene, I personallv do not believe 
there was a careful-enough planning from the viewpoint 
of stating that the introduction of computers would be 
done on a planned basis for that whole sector. Even to- 
day requests come to me and we tell them, "This is not 
the way to do it. You want. to introduce a computer ar 
this particular place, but we would like to have a total 
analysis of your load for over a period of time not only 
from the point of view of introducing computers at  various 
locations but also various types of terminals, tele-pro- 
cessing facilities, etc. so that we have a proper plan for 
introduction of computers in the total scene for this pur- 
pose and decide whether this would be justifled." In the 
past, that type of planning has not been done. Computers 
were introduced on a relatively ad hoc basis to fulfil 
specific requirements at that point of time and place. 
With regard to the second aspect, I would go essentially 



by the statement which you just read out that  the com- 
puters which have been introduced on the Indian scene 
b a very large extent have been as data processing machi- 
nes, office equipment and so on.  They are unit record 
machines, IBM 1401 and so on. As I have not gone into! 
the details of each case I cannot really generalise on that. 
But in many cases, they have been used purely as effi- 
ciency-improving office equipment, if one wants to put it. 
that way. One must remember that out of the two com- 
puter companies. IBM and ICL which have been operat- 
ing have really-as their names go-been the Interna- 
tional Businas  Machines lvhich IS famous-and Inter- 
national Computers Ltd.--built up their whole activity 
abroad. in United States. U.K. and in their operations in 
India through the area of business applications though 
they have developed capabilities in a variety of other fields 
also. They have high technology applications in oil. steel 
and so on. But the bulk of their sales thrust has been 
in the area of business machines applications; and that is 
what they have been doing here. because they were ope- 
rating this programme through refurbishing machines 
which they brought here, namely. 1401 or unit record 
system and equivalent by bringing them into India and 
by renovating them in their plants here They were essen- 
tially bringing in these used machines and converting 
them to the equivalent of new machines o; something like 
that .  This was the bulk of  their activity and they wcre  
looking out for customers for these One would have to 
ask. knowing the cases in~~olved .  whether when they (the 
computers) were introduced. they (thv ~nstitutions) 
really needed them." 

2.25. The Committee asked whether in a iabour-surplus twmsmy 
Rke ours, the use of data-processing equipment could he considwed 
desirable essentially on time-saving and cost s n v i n ~  considerations 
The Secretary. Department of Electronics deposed: 

"One really has to analyse each application and look at it. 
from this angle. I entirely agree with you that the  
approach we have to take in this country has to bc pre- 
dicated bv the fact that wc have abundant manpower 
and, therefore, we have to use them in the most effective 
way. I think. this must be the  basic philosoph~ with. 



which we should approach the problem. But take, for ex- 
ample, the requirements of stores inventory in the whole, 
defence system. In  the absence of a complete inventory 
control and knowledge of that exists there, what we have 
been forced to do today is to hold stocks in many places 
in defence depots and so on well beyond what we should 
hold as stocks. The reason is t-hat at the present moment, 
you cannot keep pace, a t  the rate at which you can do 
this in the normal pattern of book-keeping, with the real 
needs of inventory control. Now, manv of these defence 
depots do not have air-conditioned facilities, and there are  
many items which deteriorate on account of corrosion or  
shelf life. And, therefore, what is happenng is this: A 
is holding stock well beyond the real requirement, and 
while in the case of B the stock deteriorates much faster 
whereas with appropriate facilities one can hold them bet- 
ter .  Therefore, somebody has to evaluate the cost of this 
in terms of how much the nation is paying for this." 

1.26. When the Conlmittee pointed out in this context that some 
applications, particularly in spheres like Provident Fund account- 
ing, could perhaps be done more efficientlr if a larger number o f  
persons were employed, the witness replied: 

"Somebody has to analyse the various options available and 
may be you can even computerise them (the data cal- 
culations) not necmsarily doing it in the way the Com- 
pany tells you to do i t .  That is the point that I wish t o  
made. For example, i t  may turn out that even this labour 
can be made cnormously more effecbve by employing 
certain elements of the computer scene. Therefore. I do. 
not want to go by the normal IBM concept that a com- 
puter is a general purpose machine which yo11 can switch. 
on like an electric light or a telephone system. It must 
be recardvd as a tvholr series of capabilities. . . . . . ........... 
What I am rt.ally driving a t  is this that any particular 
application has to be nnalysed by the people concerned 
with ~ t .  bcarrng in mind tht. hasic philosophy that we do 
have nbunclant lnbour and. therefore. jve are not going to 
introdtlrc thr' computer to displace them as i t  is done 
elsewhere. But even then, !.ou may be able to improve 
the efficiency without labour displacement introducing 
specific elements into it . "  



2.27. The Committee enquired whether the Department of Elec- 
tronics had made any study of the areas where a job could be done 
efficiently by larger labour inputs' instead of mechanisation . The 
Secretary, Department of Electronics stated:- 

"As far as we are concerned, we try to make an analysis sec- 
tor by sector or application by application. What we do 
is this, suppose, we get a request from the C&AG that in 
the area of Government's accounts keeping, (i.e. in 
whole variety of things' such as salaries, provident fund, 
other payments etc.) they are encountering some prob- 
lems, then we will analyse these we won't do it off-hand 
as we have to justify it whenever a computer has to be 
imported for an application. Suppose you do require a 
vast amount of correlation between many pieces of in- 
formation and at different places, suppose you have to do 
this in a certain time frame, you have ways of doing this. 
One can be that you just have tele-processing facilities to 
correct the different places and sufficient manpower for 
this which will make it much faster and more efficient 
without even labour displacement. But this has to be 
analysed individually. But I can't make an assertion that 
you need a computer or you can do without it." 

2.28, Asked whether it would not be in the national interest for 
*the Electronics Commission to review cases where computers had 
been introduced in the past essentially for book-keeping and other 
functions, Secretary, Department of Electronics stated: 

"We certainly could do that. There is no doubt about i t .  But 
our prime effort up to now has been to encourage the use 
of computers in areas like industrial process control, 
designing, scientific calculations, inventory control, de- 
fence system and so on. These are the areas where the 
computers have an important role to play. Therefore, our 
prime thrust has been to promote the use of computers 
in those areas and also to promote the production of 
computers in the country to meet the demands of the 
country. 

Until September the question of computers in Government 
was handled by the Department of Statistics. It is only 
since September this responsibility has been transferred 
to us, so that computerisation by Government depart- 
ments will henceforth come to us, whether it be imported 



or foreign. I am not talking of the past. In the past we 
(Department of Electronics) were concerned only with 
the import of computers, because i t  was an item which 
cost more than Rs. 5 lakhs. From now on we will also 
control computerisation 'in Government with regard to 
purchases' of even Indian Systems. With regard to 
computerisation in the general autonomous public sector, 
private sector and so on, which really do not come to us 
at the present moment, we could certainly look into i t .  
I t  is only a question of availability of men in the Depart- 
ment of Electronics, compared to the number of task on 

' which they are engaged'. We could certainly do it, if the 
PAC says this is one of the tasks which we should under- 
take. 

2.29, The Committee desired to know whether there was any 
organisation in Government or an inbuilt mechanism for evaluating 
the performance and assessing the requirement of computers etc. in 
Government Departments. The Secretary, Department of Expen- 
diture stated in evidence: 

"In the governmental machinery there have been two screen- 
ing processes. In the case of banking, insurance and other 
activities where there is strong resistance from employees 
to the installation of computers, we consult the Ministry 
of Labour about the impact of computer installation be- 
fore any decision is taken to go ahead with computerisation. 
In the case of purely statistical work, which may range 
from the population census to crime statistics, industrial 
statistics and other kind of work, hitherto the clearance 
had to be given by the Department of Statistics. But, 
recently, the technical and, if I may say so, utilisation 
clearance have been merged and now it has to be given by 
the Department of Electronics. The process is that a 
user department prepares its scheme for installing com- 
puter facilities, taking into account the complexity of the 
work involved and the time factor involved. I t  is neces- 
sary to ohow that the saving of time is essential to that 
function; there is not merely a cost saving. If it is claim- 
ed that 5,000 clerical labour would be replaced by one 
machine, that kind of argument would not be adequate to 
justify the installation of computers. I think the hon. 
Member referred to the sophistication and the complexity 
of the work involved; did these really make the installa- 
tion of a computer inescapable. The user department has 



to justify the need to the Department of Electronics, who 
have specialists in hardware and software and discussions 
are held in which the Finance Ministry takes part occa- 
sionally before a decision is taken to instal a new com- 
puter." 

2.30. The Committee were informed that the Department of Elec- 
tronics, which was set up in the latter half of 1971, was initially 
charged with the responsibility for the development of the electro- 
nics industry and that the coordination work relating to the acqui- 
sition of computers etc. by Government Departments was assigned 
to the Department only in August 1975, prior to which the Depart- 
ment of Statistics was responsible for the scrutiny of the require- 
ments of computers and data processing equipment by various Gov- 
ernment Departments. The Committee asked whether the Depart- 
ment of Statistics had the necessary expertise to perform this co- 
ordination work which apparently was of a sophisticated nature, the 
Secretary, Department of Expenditure, replied: 

"The Department of Statistics was certainly equipped to eva- 
luate the requirements of the user departments for instal- 
lation of computers and also for seeing that computer- 
time was properly utilised and there was no under-utili- 
sation. The Department of Statistics was not equipped 
to consider the technological aspects of computer dew- 
iopment or computer maintenance, which were the func- 
tions assigned to the Department of Electronics and the 
recent decision of Government is to put these two func- 
tions together under the Department of Electronics." 

2.31. On being asked whether a part from the technological 
aspects of computer development or computer maintenance which 
were the functions assigned to the Department of Electronics the 
Department of Statistics was equipped to function as a nodal point. 
the witness stated: 

"I have also mentioned that where there were implications 
as to a choice between the continuation of manual work 
and installation of computers, and there was a possibility 
of layoff of existing workers, the Labour Ministry was 
also consulted." 

3.32. When the Committee pointed out that this, therefore, im- 
plied that there was no synchronised agency of a sufficiently elevat- 
ed authority to go into the question of computerisation in diflerent 



Ministries/Uepartments, the Secretary, Department of Expenditure 
stated: 

"I would agree with you. I would only submit that the deve- 
lopment of computers in this country is still a t  a very 
early stage." 

2.33. As regards, the coordination maintained between the De- 
partment of Statistics and the Department of Electronics enquired 
into by the Committee the witness stated: 

"I think in most cases the files would be referred first to the  
Department of Statistics for clearance of a computer and 
then the choice of the computer would he cleared with 
the Department of Electronics." 

In this context, a representative of the Department of Electronics 
stated: 

"If I may add. as I pointed out, the Department of Statistics 
was the agency to which all Government departments 
would first refer their requirements, with regard to the 
computers and also data processing machines as such. 
Where these could be attained from local resources, the 
matter was not referred to the Department of Electronics, 
but where import was involved, the matter subsequently 
came up to the Department of Electronics. At that point 
there are very many cases where the Department of Sta- 
tistics and the Department of Electronics had jointly con- 
sidered requirements, have sat on the same evaluation 
committee jointly and came up with decisions." 

2.34. The nature of coordination and supervision exercised by the 
Department of Statistics in regard to the acquisition of computers 
and  data processing machines by Government Departments is indi- 
cated in the following note furnished to the Committee by the De- 
partment of Statistics: 

"As early as in 1966, the Department of Statistics started func- 
tioning as an apex body to coordinate the procureme~t ,  
allocation and installation of 10 Honeywell computers 
amongst various Government Departments, including 
'both Public Sector Undertakings, like, the Hindustan 
Aeronautics Ltd., Oil and Natural Gas Commission and 
Research Institutions, like the Indian Statistical Institute 
and  Reserve Bank of India. Right from the inception of 



the computer Centre in 1967, soft-ware expertise was  
created initially by conducting training courses on a re- 
gular basis in electronic data processing and system ana- 
lysis and design under the auspices of the experts of 
Honeywell Assistance Team to India. Some of the offi- 
cers so trained were recruited to the staff of the Computer 
Centre, and these officers have put in poineering efforts 
not only in offering consultancy and advice on computeri- 
sation of the jobs of other Government Departments locat- 
ed in and around Delhi but also in undertaking various 
system studies for computerisation of certain Government 
jobs. Subsequently, the Computer Centre had deputed 
some of its officers abroad for advanced training in Gov- 
ernment systems and applications in soft-ware as also an 
Electronics Engineer for building up hardware expertise." 

As a recognition of the achievements of the Computer Centre 
not only in creating higher potential and much awareness 
which helped computerisation which helped Government 
jobs, but also in developing a solid base with experience 
and expertise in both soft-ware and hardware the Gov- 
ernment entrusted the Department of Statistics in 1970 
with the responsibility to coordinate the requirements 
of Government Departments/Agencies in the matter of 
purchasing/hiring computers (vide Cabinet Secretariat 
O.M. No. 7412124/CF-70, dated the 23rd April, 1970). Right 
from 1970, the Computer Centre has been assisting the 
Department of Statistics in their duties by examining the 
proposals through detailed discussions and on the spot 
examinations of the nature of work, whenever considered 
necessary. Experience gained by the Computer Centre, 
while conducting system studies for various Government 
Department a t  Delhi enabled them to critically examine 
various aspects of the proposals submitted. Some of the 
aspects which were thoroughly looked into included the 
nature of applications, volumes of input/output, amount 
of processing involved adequacy of the configuration pro- 
posed for the nature and volume of work and the manner 
in which the different jobs were to be processed on the 
computer and the extent of utilisation of the resources 
and the benefits to be accrued through computerisation." 

Some of the proposals, which the Computer Centre had exa- 
mined and furnished its recommendations to procure the 



computers, were Indian Meteorological Department, New 
Delhi, Ministry of Defence (R&D) Organisation, Admin- 
istrative Staff College, Hyderabad, and the Reserve Bank 
of India, Bombay. In addition to providing advice and 
coordination in  the purchasinglhiring of computer e q u i p  
ment, the Computer Centre also assaciated with such 
organisation as Administrative Reforms Commission, Min- 
istry of Home Affairs, Department of Revenue for the 
development of improved information systems in an 
integrated fashion; its officers nominated as members of 
Expert Committees such as the Automation Committees, 
Working Group on Electronic Computers, Evaluation 
Committee of National Computation Centre. 

2.35. In a note, the Department of Electronics, have in ter-ah, .  
stated: 

"During the usual financial computations, one normally does 
not take into consideration the technological alternatives 
for any given system sold in India. IBM has sold or 
hired nearly 200 IBM 1401 systems in India. An analysis 
by IPAG (Information, Planning and Analysis Group) has 
shown that at the time of installing an IBM 1401 system 
or ICL 1901 system in the country equivalent minicom- 
puters were available with the same capacity at  a cost 
which was half the cost in 1970, one third the cost in 1972 
and one-fourth the cost in 1974. In 1975, a computer 
slightly more powerful than the IBM 1401 is available at  
a cost as low as $ 1200 for a 4000 word memory Central 
Processing Unit, as compared to the price of IBM 1401 
of equivalent configuration of $ 20,000 or more depending 
upon the susceptibility of the buyer/hirer." 

Referring to the above statement, the Committee desired to know 
whether i t  was on account of the lack of technological expertise or 
because of negligence on the part of the user Ministries that IBM 
and ICL systems which were comparatively costlier were acquired. 
The Secretary, Electronics Commission stated in evidence: 

"I would just like to mention to the Committee that until the 
Department of Electronics and the Electronics Commis- 
sion were formed in 1971, there really was not an agency 
of the Government concerned with the development of 
electronics in  any overall integrated way. The electro- 
nics industry was handled by the Department of Defence. 



Supplies for some period of time. It was also handled 
for some time by the Department of Technical Develop 
ment, i n  the Ministry of Industry. I t  is only after the 
Department of Electronics and the Commission came into 
being that one really had a nodal point in Government 
where one could look at all the inter-connected technical- 
cum-economic considerations relating to this particular 
case i.e, the operations of IBM, the kind of computers that 
they had inducted, what were the alternative choices 
available to us, what were the cost implications, what was 
the extent of restrictive practices operative in terms of 
the mechanism of sales, service, hire and so on. The 
policy of the II3M has been pushing of their machines. 
The first point is that there was not a dedicated examina- 
tion by a single administrative Ministry. If I may say so, 
of this question I have had the privilege of being involved 
in electronics before the department came into being. We 
have attempted to do-I would not say, we have done and 
have a look at all aspects of this with industrial licensing, 
import licensing, technological development, the character 
of the computer industry, retrieving the control over the 
computer industry, retrieving marketing control from 
multinationals to snit national needs etc. That is why, 
in our reply to your questions on self-reliance, we have 
drawn attention to the fact that one of the key considera- 
tions in deciding what is the best and the direction in 
which the computer industry should be developed related 
to Indian needs and opportunities. and not related to the 
kind of global marketing strategies that multi-nationals 
traditionally follow. We have been attempting to do it. 
The first point is phasing out of the programme i n  1971, 
the second element is in regard to import control proce- 
dures which we have got. As far as system is concerned, 
there must be some degree of control. The main point 
is that we have had to pay substantially more than other- 
-Wise would have been the case if we had paid dedicated 
attention to this area and shown something like the kind 
of interest and effort that the multi-national themselves 
put in  in terms of their marketing strategies and develop- 
ment? 

2.36. Reacting to the analysis made by the Department of E l e c  
*ironies, the Secretary, Department of Expenditure, however, stated: 

'While I was not familiar with this particular analysis, I do  



see these figures purport to show that  between 1-1974 
electronic data processing systems were available (also 
imported not indigenous) which could have performed 
the functions that the IBM systems performed on instal- 
lation in India possibly a t  a lower total cost. 

M y  colleague has just pointed out to me that since 1971 all 
purchases were cleared by the Electronics Commission. 
Even prior to 1971 the actual installation of systems was 
subject to clearance, except for scientific computers. by 
the Central Statistical Office. If, on further examination, 
this analysis is found to be objectively correct, one must 
attribute the fact to the aggressive dynamic salesmanship 
of the IBM in that they were available to explain their 
systems to the Indian consumers. Secondly. it was due to 
the lack of enough technical expertise, in individual user 
Ministries for this purpose." 

2.37. On being asked the reasons for the coordinatinq agencies in 
Government like the Department of Statistics. Directorate General 
of Supplies and Disposals, Directorate General of Technical Deve- 
lopment etc.. had not cared to  find out the details \vh:ch the Depart- 
ment of Electronics had been able to discover subsequently, the  
Secretary of Expenditure stated: 

"I would like to point out the difference in approaches. Com- 
puter systems have been sold and are still sold as a pack- 
age with what is called soft-ware. The use; bl~nistries, 
while they have their ideas of what they want. have very 
diffused ideas of the manner in which data have to be 
processed, analysed and put up for the management sys- 
tems or for semi-scientific work such as sociological sur- 
vey and the rest. IBM and ICL-international comput- 
ers-have been in a position to supply packages of soft- 
ware which can be tailored to suit the requirements of 
the consumer. In these cases the salesmanship consisted 
of purchasing this complete package of how the job was 
to be done and persuading the user that this was the best 
available, if not the only system by which job could be 
done. 

Your point will still be valid if the Central Statistical Office 
and the Directcr General of Technical Development, the 
Electronics side of that, had got together and had done a 
complete study of each of these cases. They might have 
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come up with alternative software-cum-hardware package 
system which could be obtained a t  a cheaper cost from 
another source. This kind of servic& now I trust t h e  Elec- 
tronics Commission is in a position to offer, but  a t  that  
time they were not. There was no such arrangement and  
I think this goes a long way in explaining the decisions 
to purchase IBM machines. May I say, subject to correc- 
tion that even after the formation of the Electronic Com- 
mission, there are still a number of cases where IBM pack- 
ages of this sort are preferred by some users to alternative 
packages because they may be superior and I have made 
this point on an earlier occasion. I would still make it, 
for certain usages i t  is impossible to have superior pack- 
age from IBM." 

2.38. Asked whether the user Ministries often tended to be fasci- 
nated by the IBM's public relations gimmicks, a representative of 
the Department of Electronics stated: 

"With regard to this point about computers about which t h e  
Committee is concerned, I would like to say this. These 
IBM 1401 were on a manufacturing programme in India 
between 1965 and 1969. This was the only manufacturing 
programme. The users did not have very far to look. As  
an investment they knew they should have a certain 
amount of capital for which they have to make a budget 
provision and they could go in for the computer. About 
imported brands, after the IBM 1401 programme was 
phased out, i t  is true, there was a lot of commercial push- 
ing of the IBM products the world over. Quite a lot of 
the basic argument in this regard has been to the effect 
that this computer is one which is most largely used in 
foreign countries. Whether one looks at the steel sector 

or oil processing or industrial management, 70 per cent of 
the machines are of IBM manufacture. Even in regard tn 
astrological forecasts you would find this sort of argument 
i s  very much there. And I think for the last 3 or 4 years 
this has abated. Users are prepared now to look at othcr 
systems on an equivocal basis and draw up competitive 
tenders and so on." 

In this context, another representative of the Department of Elec- 
tronics added: 

"There is one reason which is almost a diagnosis and I think 
there is a very simple explanation. Most users of com- 



puters want what I call 'spoon-feeding' IBM specialises 
almost like a discipline in this sort of spoon-feeding. They 
did not want us to develop software or hardware in order 
to integrate into their system. By 1970 the OEM SYS- 

tem were also popular. I t  may not then be as popular 
as of now, but OEM's integrated units were being used 
by many users. I don't think this has got anything to do 
with any administrative Government Department because 
users were very much dependent as I said, upon spoon- 
feeding. This is a thing which we are now breaking. We 
are telling the users that they should go by their own 
work and their own effort being superposed on the sys- 
tems and that would make the position easier as far as 
purchases are concerned." 

2.39. The Committee desired to know whether on the basis of ex- 
perience of the user Ministries/Departments, the Department of Elec- 
tronics had made any study of the areas and applications which 
could be justifiably computerised. A representative of the Depart- 
ment of Electronics stated during evidence: 

"Certainly, the Electronics Commission places great accent in 
those areas which are really process-oriented type of ap- 
plications, where computers support essential improve- 
ments in industrial outputs in terms of controlling the 
processes, improving the quality of the product and im- 
proving the through-out of the process areas. The other 
areas of control are management of industrial organisa- 
tions, where the computer is used for scheduling of opera- 
tions and inventory control. Now, when we consider cases 
for outlining justification for the introduction of comput- 
ers, the priorities are based on those applications which 
really will result in very short-term improvements in the 
outputs, both in terms of the product quantity and quality 
as well as in terms of bringing in certain tangible benefits. 
One area in which the benefits can be verv tangible would 
be inventory control, where one can say that by introduc- 
tion of computers, one has been able to reduce the inven- 
tory, by a certain figure, by a certain percentage. The 
other area where tangible benefits can be established 
would be in production environment, where one says that 
the process inventory, that is, the inventory which is made 
use of for producing X items is reduced by a particular 



percentage by use of computers. We also know that  there 
would be a certain reduction of manpower arising out of 
the use of the computer, that  is over a period the magni- 
tude of the operations will increase, but the intake of 
manpower will not proportionately increase. This is the 
basis on which w e  determine the priorities and accept that  
certain applications should be brought in." 

2.40. A note furnished subsequently in this regard by the Depart- 
ment of Electronics is reproduced below:- 

"The Department of Electronics was till late 1975, involved 
only in  cases which required obtaining Government ap- 
provals for import of computers into the country. All 
detailed analysis requiring analysis of their utilisatinn 
had, till lately, been done by the Department of Statistics. 
which was functioning under the Cabinet Secretariat and  
is now under the Ministry of Planning. The Department 
of Electronics is now constituting an Inter-Ministerial 
Committee to study the areas for which computers wprc 
obtained by the various Government Departments and also 
to find out whether utilisation has been commensurate 
with the envisaged programme, the investment made in 
the field of Data Processing. 

I n  clearing various proposals for the import of computers into 
the country, the Department of Electronics takes into cnn- 
sideration the socio-economic impact of computers in the 
country and encourages computers being utilised in areas 
which are export and production oriented. conserve re- 
sources, fosters R&D and indigenous development and is 
within the constraint of national security. A list of prio- 
rity areas of applications is indicated below:- 

(a) Requirements of vital sectors as Defence; 

(b) Export-oriented applications; 

(c) Applications of national importance in priority sectors 
as Agriculture, Energy, Oil, Transportation, Steel, Coal 
etc. 

(d) Regional Planning Applications for State Governments 
and Regional Centres; 

(e) Production-based and Resources utilisation applications 
in Industry; 



(f) Scientific, Industrial and Engineering Research and 
Development ; 

(g) Higher-level Computer Training; 

(h) Other Commercial applications contributing to efficient 
management." 

2.41. The Committee note the conflicting views regarding factors 
motivating the  introduction of computers and other data-processing 
equipment in various organisations. Reconciliation between these 
divergent views is, perhaps, a difficult task, particularly when the 
subject of computerisation itself is a complex one. often even shroud- 
ed in an aura of supratechnological mystery. The Committee 
found, for instance, that ''computers were introduced in many cases 
as mere status symbols and to keep up with the 'Joneyes', and not 
with any clear-cut and calculated assessment of its benefits as an 
d e c t i v e  management tool." An expert body looking into this clues- 
tion of Automation (1972), pointed out that the  aforesaid criticism 
was "no4 altogether unfounded". and added that 'even where the  
computer was introduced in order to obtain specific advantages, in 
most cases i t  was still not being otficiently used as an adjunct to a 
well-designed management-information system'. Another study 
sponsored by the  Administrative Staff College, found, however, that 
the computer 'does not constitute a status symbol in the user organi- 
sations'. . - 

2.42. in so far as the introduction of computers and daia-proces- 
sing equipment in Governnlent departments is concerned. it \vould 
appear from an analysis of the evidence discussed in the preceding 
paragraphs that, barring a few ra.- where cun~putcrisation \v* in- 
escapable on account of the co~nplcxity of tl lc nppiications, (as ia 
the case of the Department of Space or the Teleconlmunictttion Ro- 
search Centre) computerisation had been ge~lc ra : l~  resorted to on a 
relativdy 'ad hoc' basis ~vithout even any serious cost-benefit ana- 
lysis and on an 'a p r i o ~ i '  assutnption that sr~rl l  ciluiprnent would 
improve the efficiency and specd of data-processiag. Some Minis- 
tries and Departments s11ch as the Department of Defetlce Produc- 
tion, the Planning Commission. India Meteorological Department, 
Directorate General of Supplies and Disposals, Central Bureau of 
Investigation, etc. have claimed that  they had attempted some kind 
of a job analysis before going in for computers. The reasons offered 
by them are, however, =sentially the somewhat roilline arguments 
edvanced by any organisation going in fur sophisticated electro- 
mechanical gadgetry, nonmly, that siwh equipment w o d d  tnprove 



efficiency, enable the handling and processing of a large volume of 
data with ease, speed and reliability, and facilitate their d c i e n t  
storage and retrieval. I t  would also be seen from the later chapters 
of this w o r t  that many of the Mhistries and Departments have 
not even been in a position to quantify, in concrete terms, the bene- 
fits expected to accrue from computerisation, their replies in this 
regard being in general terms and rather vague. 

2.43. The Ministry of Information and Broadcasting alone among 
other sister organisations, have unequivocally conceded that no job 
analysis as such was done before acquiring the data-processing 
equipment for the Commercial Broadcasting Service and Audience 
Research Unit of All India Radio. While data-processing equipment 
had been acquired for the Commercial Broadcasting Service 'as per 
the instructions' of the Minister and the Secretary of thqe Ministry, 
the equipments for the Audience Research Unit were purchased 'to 
cope with the heavy tabulation work coming up at various Audience 
Research Units as a result of reorganisation of Audience Research'. 
The fact that the equipments acquired by the Commercial Broad- 
casting Service have not been put to use even two years after instal- 
lation would indicate that there was obviously no genuine assess- 
ment of requirements, a default which the representative of the Min- 
istry was good enough to acknowledge before the Committee. 

2.44. The Committee have learnt from the Department of hlec- 
tronics that the majority of the computers currently in use in  the 
country are largely data-processing machines which support cssen- 
tially accounting and other book-keeping functions, and that this 
had been the result of the way in which business in lndia had been 
promoted by the foreip-controlled computer industrv. Some of the 
applications cmnputeriued in g o v m e n t  departments lend clear 
support to this view. This is also generally corroborated hy the 
study sponsored by the Administrative Staff Coliegc according to 
which, the Indian Management is, by and large, 'not very clrar about 
the overall objectives of computers and, in many cases. cotnpubrs 
were acquired with a view to dealing with the immediate and speci- 
fic problems'. b .. 

2.45. It would appear that at bas t  in the initial stages. computers 
had been promoted by the companies essentially as business 
machines and efficiency-improving office-equipment and that in the 
selection of applications for computerisation and in the choice of a 
particular system or configuration, there had not been any positive 
understanding of the objectives sought to be achieved by computer- 
isation or a scientific evaluation of how far a pafticular sysmn or 



configuration would subserve the objectives envisaged. For imtance, 
the Director of the Central Bureau of Investigation has deposed 
before the Committee thart a t  the time of hiring the equipment, it 
could not be anticipated whether all the machines would he required. 
This is indicative of grave deficiency in working out the require- 
ments. 

2.46. Computers had been introduced in government departmeats 
in the past to fulfil, no doubt, certain emerging requirements, but it 
was done without objectively evaluating the overall needs and 'with- 
out a careful enough scrutiny of what the end-objectives are and 
how the computers would fulfil these'. The system acquired by 
the Registrar-General of India is a case in point. The Committee 
find that an elaborate systcm comprising an IBM-1401 computer and 
both IBM and ICL peripheral equipment was acquired by the Regis- 
trar-General for the processing of Census data with a view to achie- 
ving efficient storage, reliable retrieval uniform cross-classification, 

economy and speed. It is just not clear to the Committee why for 
what is apparently a one-time application it was necessary to acquire 
the equipment when this work could, perhaps, have been got exe- 
cuted through a centraliscd computer agency such as the Govern- 
111ent Computer Centre. 

2.17. In many cases, apparently, the choice of the system of 
configuration had also k e n  largely left to the supplier firms like 
IBbl. who specialised in what ha, now been diagnosed by the De- 
partment of Electronics ns the 'discipline of spoon-feeding'. All 
India Radio and the Registrar General of India left the task of 
designing thc \ystem a11110st entirely to 1.B M. engineers whose main 
thrust had been in the area of business applications rather than the 
purposes aimed at by Government. There are repeated instances of 
Government departments going in for equipment which was readily 
available, but they were lured, as it were, by the ready-made pack- 
ages of hard-ware and software offered by the foreign-controlled 
companies operating ill India. Thus, t b  sssten~s acquired had not 
been designed to suit our individual user-requirements, but what. 
ever was readily available with the manufacturers were virtually 
thrust on this country on account of the sophisticated and alluringly 
aggressive salesmanship of IBM in   articular and the comparative 
technical inexperience of our individual users. This appears to 
be particularly true in the case of the IBM-1401 series (of which 
there is a proliferation in government departments), which, 
by the time they were brought into India on an 'As is' basis and re- 
furnished for being supplied to various user% were entirely obsolete 
and had outlived their utility elsewhere in the world. 



2.48. The Committee have also been informed by the Department 
of Electronics that while working out the financial implications of 
computerisation, the technological a l t e rna t ivs  had not been criti- 
cally gone into. The analysis made in this regard by the Informa- 
tion Planning and Analysis Group (IPAG) of the Electronics Com- 
mission is revealing. The anaiysis has shown that at the time of 
installing an IBM 1401 systcni or ICL 1901 system in the country, 
equivalent mini-computers were available with the same capacity 
a t  a cost which was half the cost in 1970, one third the cost in 1972 
and one-fourth the cost in 1974. In 1975, a computer slightly more 
powerful than the IBM 1401 was available a t  a cost as low as $ 1200 
for a 4000 word menlory Central Processing Unit, as compared to the  
price of LBM 1401 of equivalent configuration of $ 20,000 or more. 
Thus, it would appear that little or no attention had been paid in the  
past to this important aspect which could hare. perhaps, resulted in 
t h e  acquisition of equally capable equipment at much lesser cost. 

2.49. The Committee would like to draw pointed attention to t h e  
thoughtful and perceptive observations madc by the representative 
of the Department of Electronics in his evidc~rw bcfore the Corn- 
mittee: 

"The main point is that we have had to pay substantially more  
than otherwise would have been the case if we had paid 
dedicated attention to this area and shown something like 
the kind of interest and effort that the mrtlti~intionals 
themselves put in terms of their markdating strate+\ and  
dcvelopment." 

2.50. In evaluating the need for computt.risation, the Committee 
feel that it would he wrong to ignore a n o t h ~ r  aspcct which is the 
social cost of conipu terisation a,; \veil. Whiie the Conimittcc a r e  
sensible that our cou11tr;v must take every possible advantage of 
modem scientific advance and techno1ogic:~i innovation, they would 
stress that in an economy such as ours, where the problem of un- 
empioyment is largc scale and of seriow proportions, the use of 
computers and other sopl~isticaled machines for traditional labour- 
saving applications may not he desirable o r  eve11 es~wricnt .  The 
common argument that computers lead to eficiency which in turn 
leads to  profits? larger savings and faster economic growth is, per- 
haps, valid only from a long-term point of view, while the use of 
computers for predominantly lahour-snving applications can well 
result in contracting the rmployment opportunities. I t  is unfortu- 
nate that adequate attention has not been paid to this important 
aspect in tbe past. The Committee desire that Government should 



invariably taken into account the social cost of computerisation and: 
evolve a principled and positive approach for the selection of areas 
for computerisation on an over-all judgment in the national interest. 

2.51. What causes grave concern to the Committee is that, prior 
to 1970, there was no clear institutional mechanism within Govern- 
ment for coordinating the computer requirements of different Gov- 
ernment departments/agencies and even for evaluating the justifi- 
cation for computerisation. The absence of an explicit policy-frame 
and well-defined criteria in regard to the areas and applications in 
which computers could and should be introduced further aggravated 
thc situation. Even after 1970, the Department oE Statistics, entrus- 
ted with the responsibility of coordinating the purchase and hire of 
computers by Government departments, and of evaluating the re- 
quirements of user departments and ensuring proper utilisation of 
computer time, was, as pointed out earlier, not adequately equipped 
to considcr these technologicai aspects. Now that the Department 
of Qectronics has been entrusted with most of these vital responsi- 
bilities as a unifying agency, the Committee trust that there would 
be a more integrated and coordinated approach towards the entire 
question of computerisation in Government departments 

2.52. The Cornnuttee are unable to appreciate why the responsi- 
bility for scrutinising requests for computers could not be entrusted 
to the Department of Electronics some years earlier as this Depart- 
ment had come into being in 1971. Moreurer the Department of 
Electronics had alrcady been entrusted with the responsibility for 
scrutinising the applicatiuns for import of computers into the country 
and this could have easily &en extended to cover scrutiny of re- 
quircments for p~~rchace/hirc of computers by Government depart- 
ments public undertaking5 from the multi-natiotlals functioning in 
the country. Had this beon done there wo~rld perhaps have been a 
truly knowledgahle and critical scrutiny to ensure that the compu- 
ters \\.err purchased only \\.here i n d i q p c n ~ a b l ~  required in the larger 
puhlic interekt atld a140 on the most competitive rates 

2 53. Thc Committee find that the Department of Electronics has 
so far bcen designntcd as the nodal point for scrutiny only in res- 
pect of Government dcpartmc.nt.; The Corrunittee s t r w s  that all 
requests for  introduction of con~put t rs  above a certain value. 
whether in the puhlir or private sector. should be got scrutinised by 
the Department of Electronics which has thc requi\itc expertise fo 
make sure that such computerisatiot~ would subwrve the l a r p r  
public interest. 



2.54. The Committee are glad that the Department of Electronhs 
a r e  no longer just content with accepting the merits of a readymade 
machine which the Multi-nationals successfully marketed through 
their usual deft salesmanship, but are now trying seriously to 
identify the areas and problems where the use of the computer would 
really be an aid in taking correct decisions after evaluating all the 
complex factors. Since the user Departments have hitherto got 

used to a certain amount of what might be called spoon feeding 
by the Multi-nationals, it is necessary that a close watch is kept 
centrally by the Department of Electronics to ensure that the  De- 
partments identify precisely and carefully the problems and areas 
proposed to be tackled by computerisation and also spell out the 
benefits which would accrue from computerisation. 

2.55. As regards the criteria to be followed for the scrutiny of 
~omputerisation proposals from different Government departments, 
the Committee note that certain broad principles have now been 
evolved by the Department of Electronics, and that certain priority 
areas of applications which are export'and prodnction-oriented and 
would make for conservation of resources, foster indigenous develop- 
ment and R & D, etc. have been indicated. 

According to Government the use of ronlputers is primarily to he 
made in industrial process control. designing, scientific calculations, 
inventory control, defence system etc. Comoutcrs arc a lw envisaged 
to be used for the process-oriented type of applications where they 
support essential improvements in industrial outputs in terms of 
controlling the process or improving the quality of the product and 
improving the through-put of the process areas. 

In sum, the Committee would like a more precise policy and 
objective criteria for computerisation in Government Departments 
to be evolved soon by the Department of Electronics so that a 
national line on this issue could he laid down for principled imple 
mentation. 



CHAPTER I11 

ACQUISITION OF COMPUTERS 

A. Purchase Procedure 

3.1. Acording to the General Financial Rules and the provisions 
of the Manual of the Director General of Supplies a d  Disposals, all 
stores with the exception of certain specified, categories, and those 
i terns which are specifically exempted from the scope of the Director 
General of Supplies and Il~sposals by the Government from time to 
time, are required to be procured through the Central Purchase 
Organisation of the Director General of Supplies and Disposals 
where the value exceeds the direct purchase powers delegated to the 
indenting Departments. Computers and allied equipment do not 
figure in the exemp'ki list and are therefore required to be procured 
through the Director General of Supplies and Disposals. 

3.2. Ratc Contract; are concluded by the DGSBrD f * x  such stores 
3 s  are of standard type other than those required In small quantities, 
~vhlch are in common and regular demand b y  a large number of 
indentors and the price of which is not subject to appreciable market 
fluctuat~ons Computers and acceisorles such as card punches. 
verifiers and .or?ers, are not on L)GS&D Rate Contracts. In ~ i e w  of 
this, even though the indenting officers may not be able to purchase 
them by direct placement of Supply Orders under any Rate Contract. 
they are required to raise indents on the Central Purchase organi- 
sation and the absence of any such Ratc Contracts d o 5  not confer 
on them any purchase powers in excess of the prescribed monetary 
limits.  

3.3. The Committee called for detailed information about the 
procedure followed by Ministries/Departments in regard to the 
acquisition of computers and data processing equipment. An ana- 
lysis of the information furnushed by the various Ministries/Depart- 
ments reveals that the computers/data processing equipment were 
not procured through the DGSBrD by the undermentioned Ministries/ 



Departments for the reasons indicated against each: 
- -- 

~Ministries/Dcpa~fments Reasons fa r  not procuring through DGS&D 

I. Pllnning C x n  nission The  equipment was p r o c u d  from the I N ,  by the 
Ford Foundation, p a y m ~ r ~ t  for v hich was made Ly 
the Ford Foundation dircctl) in thr U.S.A. 

2 .  D;p~rt.n:nt of Space Tht. D:partment i s  cxcmpt frc'm processing i t s  Fur- 
chases through DGS&D on the analcgy of thc 
D~pnr tmcnt  c~f Atcmic Entrgy. As such, the 
cxnputers Were not acquircd rhrcugh T G S K D .  

3. D:partm:nt of Personnel 
Sr Ad ninistrative Reforms 

(i) Union, P u ~ l i c  Service Com- 
miss~on. 

(ii) I2;tltu:- ofS2cr:tariatTrai- 
ning & h4 ma2ern:nt 

4. Mbistry of Home Affairs 

( i)  Rzgistrar G:n:ral of Irdja 

( i i )  Cmtra l  Burtau of Invcstiga- 
t i  on 

5. D:partrn:nt of Statistics 

Cxnputer C:ntre, New 
DAhi 

6. Ministry of Agriculture 

'The dzta processing rnnchincs were IIC t purch-st d/  
hired through L)C;S&lI hecausc thtrr \vab no 
DGS81) ratc cvntracl for thcst machines. 

Ther: b-ing no D G S m  ratc contract, these machinrs 
were purchascdjhirtd frc m I.C.L. 

The Computer was hired and not purchased. 

Thc  equipment was not puraha~cd but was taktn ( n  
hire. I n  the case of hire. i t  was not nccesselj 
to  consu! t the DGSBLD. 

'The Computer syxem were acquired at  a conces- 
sional price which was negotiatrd by the Drpart- 
rn-nt of Ec~momic Affairs. 

T h r  D G S W  \ ivds not c.rnsultcd in thc matter. The 
machines wcre acquired after obtaining the quo- 
tation from both thc ICL and IBM which wcre 
thc q l y  companics bupplying mechanical data 
procsslng equlprnrnt in India. US thrse machines 
werc not u n d x  thc raw contract of  th r  DGS&D. 

'rn:re is  no rat? contracl cntcrid into hy thc Gcvc m- 
ment of India with thc lwcl firms viz. IBM nr:d 
ICL cithcr f o r  hiring the data processing cqujp- 
m:.nt c'r their purchasc. 

Th:se werc spccialiwd machincs and as such LF 
urdrr was placrd dircct. 

Sincc this was a scientific cquipmcnt it was not prc- 
ccsscd through DGS&D, but global tenders wtrr 
obtaincd dircctly by the I'&T Departmrnt. 



- --. 

MinistriesjDepartments Reasons for not procuring through DGS&D 

(iil O.'cr'.tas C >.nnu?ications Hiring of machines was not required to be done 
S :rvic: thrmgh th- DGS&D. Therefore the mzchine w e ~  

hlred departmentally. 

9 .  3 ,:>lr tn :nt  > f  D:fence Hiring of D ~ t a  Proc:ssing Machincs was not done 
Produ-tion through DGS&D. 

3.4. The Committee also enquired whether competitive tenders 
were obtained by each MinistryIDepartment before purchase/hire 
of data processing equipment, and if not, the reasons therefor. The 
replies furnished by the Ministries,'Departments on this point indi- 
,catc that in some cases quotations/tenders were obtained from the 
two firms viz. IBM and ICL. However, in most cases, the e q u i p  
ment was acquired only from IBM 'ICL on the grounds of the equip- 
ment being proprietary in nature. The Committee desired to know 
t h e  implications of a 'proprietary item', the agency csmpetent to 
decide whether an  item Ivas p r~pr ie ta ry  or not and whether in the 
case of proprietary items it was not necessary to call for competitive 
lenders quotations. In a note on the subject the Department of 
"Supply have stated: 

"The implication of a proprietary item is that from the point 
of view of user's requirement the head of the indenting 
department furnishes a certificate that the item covered 
by the indent is manufactured by a particular firm and 
that no other make is acceptable to him for rep.sons speci- 
fied. The certificate is issued after concurrence of the 
indentor's associate Finance. Once a proprirtary article 
certificate accompanies an  indent. only the source(s) in- 
dicated is sent the tender enquiry." 

3.5. Referring to the cases \vhere the Ministries Departments had 
not involved the Director General of Supplies and Dispcsals on the 
ground that the item to be produced was of a propriehry nature, 
the  Committee pointed out that this could well be attributed to the 
aggressive salesmanship of the supplier firms who might have persu- 
aded the user Department to believe that a particular item was an 
exclusive item which nobody else was producing. The Cwimittee 
asked whether that represented a lacuna in the procedure. 



The Secretary, Department of Supply replied: 

"Even if there is a proprietary article certificate given by the  
indentors, i t  is his bounden duty to give that  certificate 
to the DGS&D and request DGS&D to make the purchs'se. 
Under the existing rules, there is no question of somebody 
just going and buying directly something because it is a 
proprietary item." 

He added: 

"All indents for proprietary stores should be placed with the  
approval of the Head of the Department or his duly 
authorised nominee and this should be in consultation 
with the Ministry of Finance. They must get the con- 
currence of their associate Finance for the purchase of 
the proprietary item before approaching DGS&D. They 
must satisfy their finance first. I t  is only after such a 
certificate concurred in by their associate Finance comes 
to DGS&D, DGS&D goes for a single tenaer enquiry; 
otherwise i t  is necessary for DGS&D to go in for s n  cpen 
tender and invite tenders from all parties.'' 

The Secretary, Department of Supply confirmed that wherever 
the MinistriesJDepartments had not sent the p rqosa l s  for acquisi- 
tion of data processing equipment to the Director General of Sup- 
plies & Disposals on the plea that the equipment was of a proprie- 
tary nature, a wrong procedure, had been followed. 

3.6. The Committee were informed that on the analogy of the 
Department of Atomic Energy, the Department of Space was also 
exempted from consultations with the Director General of Supplies 
& Disposals for the purchase of their equipment. Asked about fhe 
reasons for this, the Secretary, Department of Space slated during 
evidence:- 

"Earlier, the Department of Space was under the  umbrella of 
Atomic Energy. When a Government decision was taken 
to separate it, the specialised nature of the work and the 
activities concerning space were considered by Govern- 
ment. The Government decided that in this particular 
area because of the specific nature of the electronic ~ c t i -  
vity already having been organised and centralised in the  
Department of Electronics, and because of the specific of 
the activity, it was not necessary to get clearance from 



DGS&D, in the usual manner in which it is done for t h e  
various departments. I t  does not mean that we operate in 
a fashion which is independent of the country's general 
policy. Every activity is examined in a systematic man- 
ner. With regard to the purchase of computers, there is  
not a single case where the computers were not cleared 
by the Department of Electronics." 

3.7. From the information furnished to the Committee by t h e  
Department of Space it is seen that for the computers and other 
equipment purchased from the IBM, no competitive tenders were 
obtained as these were proprietary items and they had been pur- 
chased on the basis of policy decisions by the competent authorities. 
The Committee desired to know whether at the time of acquisition 
of these items, there was no other choice except to go in for IBM 
equipment. The Secretary, Department of Space stated In evidence: 

"At that time this was the position that there was a particular 
need for which the computer was required and choices 
were limited and there was no other choice. The proprie- 
tary element was even a t  that time known to the Atomic 
Energy Commission which though that we should not get 
from IBM any main processing system on hire but pur- 
chase i t  outright and then bring i t  under our control." 

3.8. The Heavy Vehicles Factory, Avadi (Department of Defence 
Production) hired data processing machines from IBM and paid a 
sum of more than Rs. 14 lakhs towards hire charges during the 
period from 1967 to 1973. On being asked why these transactions 
were not processed through DGS&D, the Secretary, Department of 
Defence Production stated in evidence: 

"When one purchases equipment, under the rule one has to 
go to the DGS&D. For hiring, it is not necessary to go 
to the DGS&D. But in every case, specially in the case 
of HVF we did appoint a committee, who did g3 into the  
offers of ICL and IBM. I t  was extensively enquired into 
and the choice fell on IBM, because of technical reasons 
which were then held to be valid." 

He added: 

''There is no question of relaxation of the procedure. Because 
we are  hiring. therefore, going to the DGSPzD is not 
necessary. In  this Heavy Vehicles Factory case, the Com- 
mittee consisted of the General Manager assisted by the  



Ministry of Finance as well as people from the DGOF and 
they went into the respective offers which were received 
and also to see if the systems that were offered were com- 
patible with the working of the Heavy Vehildes Factory 
and they came to the conclusion that the IBM system was 
definitely better." 

3.9 The Chief Controller of Imports & Exports purchased data 
-processing machines direct from IBM. In this connection it has been 
stated that "these were specialised machines and as such an order 
was placed direct. However, later on ex-post-facto approval was 
accorded by the Ministry of Finance." When asked why the  pur- 
chases were not made through the agencv of the I)GS&D, the  
'Secretan,  Foreign Trade explained during evidence: - 

"I must frankly ad:njt that CCIE d *.I not consu!t DGS&D in 
the purchase of  this item. He had been under the im- 
pression-which I am no\i7 willing to accept as mistaken- 
that purchases of t h s  tvpe were within his own powers. 
In fact this had been the stand which our Ministrv had 
taken consistently \i~hcne\rer audit pointed out t11e irrcgu- 
larity involved. Both CCIE and the Mintstrv had taken 
the stand that thls could be purchased without going 
through DGS&D as this was a proprietary item above 
Rs. 5 lakhs But now I am willing to accept that even 
though it was a proprietary item, he should have obtained 
relaxation from DGS&D." 

3.10. In rep? to a question whether the Ministry of Finance was 
consulted in the matter. a representative of the Department of 
Expenditure stated: 

"While Finance is certainly concerned in those matters, since 
there is a central purchase agency which has been 
charged with the task of procuring various items for the 
Government as a whole, instructions had been issued by 
them on that subject and if a particular Min i~ t ry  has not 
followed the orders. it was a mistake on their part. In such 
cases the only remedy available is to tell the Ministry 
that  they have gone wrong. That is what has happened 
in this case." 

3.11. In the same context, the Secretary, Foreign Trade stated: 

"When we wanted to purchase machines for CCIE we had 
taken the concurrence of the Ministry of Finance and the 



concurrence was conveyed to us after getting the a.ppro- 
val of the Minister himself. In  fairness to the Ministry 
of Finance, I should say here that financial concurrence 
means concurrence for incurring expenditure involved in 
it. It does not extend to the machinery that, we should 
follow, the procedure that we should follow in the matter 
of the purchase; Finance was really out of it. Under the 
bonafide impression that this was a proprietary item and 
could be purchased directly, we did not go to the 
DGS&D for relaxation and we made the purchase. In 
doing that we certainly did not have to consult Finance 
because we thought we were doing the right thing." 

He added: 

"We have obtained the sanction from our associate finance for 
incurring expenditure for the purchase of the machinery 
and we were acting under valid sanction from the Minis- 
try of Finance. The next point was actual placing of the  
order on the IBM. Looking back, we should have obtained 
relaxation from DGS&D for making the direct purchase; 
we did not do so because we were under the  impression 
that  we had the power to do so. Therefore, the Finance 
Ministry was not asked to give any concession or relaxa- 
tion of the rule." 

3.12. Since no uniform procedure appeared to hsve been laid 
down or followTed for purchasing or hiring of computers and other 
data processing equipment with some Departments acquiring such 
equipment through the DGS&D and others dealing directly with the 
supplier firms, the Committee asked whether it was not desirable to 
have a uniform procedure in the interest of economy and efficiency. 
T h e  Secretary, Department of Supply stated: 

"In regard to hiring, actually this has not been assigned as a 
function to the Department of Supply or the DGS&D. 
We have Rules of Business in which i t  has been very 
specifically spelt out that i t  is only the purchase, inspec- 
tion and shipment of stores for the Central Government 
and other than those items, the purchase, inspection or  
shipment of which are specifically delegated to other 
Ministries, that fall within the responsibility of the 
Department of Supply. So, in regard to the hiring, the 
DGS&D or  the Department of Supply have no function. 
As an example, I would place before the Committee that  



r we have several cases of hiring like the hiring of staff 
cars and other transport, air-conditioning equipment, ~ t c .  
in which the DGS&D or the Department of Supply have 
no role to play whatsoever. So, we are not really even 
given an  opportunity in this because i t  is not stated to be. 
our function." 

"In regard to purchase definitely the function has been as-- 
signed to the Department of Supply and DGS&D, i t s  
attached organisation. Purchase is something where a 
definite skill in the shopping aspect, in the buying aspect, 
involved and this skill is something which the DGS&D 
has acquired over the years. 

There is another aspect in purchase. . . . namely. there is t h e  
aspect of the sophistication involved, the k i ~ d  of speciali- 
sation. For this purpose. what the DGS&D does is that he,  
marries the two skills together by associqting with t h e  
purchase process the specialists from that Department. 
No purchase of sophisticated equipment like computer i s  
made by the DGS&D without closely associating t h e  
specialists or experts from the Department concerned." 

3.13. When the Committee pointed out that in a number of cases. 
of acquisition of computers and data processing equipment, the  
Ministries Departments had not consulted DGS&D, the Secretary, 
Departmeut of Supplies stated: 

"I would submit that this particular purchase that has been 
done by the Departments without associating the DGS&D 
or by themselves doing it, is totally incorrert as per the  
General Financial Rules. The Rules say that, barring the 
above exceptions-and exceptions have been given--all 
other items shall be purchased through DGS&D. So, 
whichever Department has purchased directly without 
letting the DGS&D know about it, has done something 
that is not strictly according to the r u l e  laid down o n  
the subject." 

3.14. 111 this connection the Secretary, Department of Expendi- 
t u r e  depoued: 

"The position, as stated b y .  . . . (Secretary) Department of 
Supply, is correct. In all these cases, either the purchases 
should have been made through the DGS&D under the. 
rules or specific exemptions should have been sought f r o m  

I 



the Government for not purchasing through the DGS&D. 
Without going into each case, I a m  not in a position to say 
whether there have been cases where these rules have 
been infringed, that  is to say, purchases have been made 
directly without the  specific approval of the  Government 
that  purchases could be made directly." 

He  added: 

"In respect of hiring, no irregularity would have been commit- 
ted. The C a r n i t t e e  may well feel that those rules are in- 
adequate, but no rules have been infringed if hiring has 
been done directly." 

3.15. Since hiring was apparently resorted to with a view to 
avoiding generally the  so-called disadvantages of outright purchase 
and though technically the DGS&D was only concerned with pur- 
chase transactions, the Committee asked whether i t  would not be 
desirable to involve the DGS&D in the hiring transactions also. In 
this connection the Secretary. Department of Supply stated: 

"As far  as the functions go, I would like to say that we may 
desire to do a lot of things, but unfortunately we have 
no authority to do things which have not been assigned 
to us. In my own judgement. hirmg is also something 
closely linked with purchase and I may want to step into 
hiring for other Ministries, but i t  is something that I am 
not permitted to do. I have no authority to do something 
for which there is no ass'ignrnent of duty on my part. 
Therefore. in respect of the first part, I would like to sub- 
mit before the committee, that so long as the task is not 
assigned to us, it would be difficult for us to encroach 
into something which would be the right of the other 
Ministries. 

S~condly .  since you have very kindly asked me as to what 
my own personal v i e w  is, I would agree with the  hon 
Member that there should be a link-up between the hiring 
activity and the purchase activity and that it would bene- 
fit the  one or the other activity if both are allowed to be 
done by the same organisation. But. agdm, the very ques- 
tion raised by the Chairman namely, what would you do 
in regard to sophisticated equipment, provides the answer. 
So long as the equipn~ent is highly sophisticated. the indi- 
Vidual Departments may have their specific requirements. 
For instance, in computers, i t  is ccunmon knowledge that  



there are computers which have very specific functions 
to perform; those which are used in scientific research a r e  
not really the kind of computers that would be useful to 
a Department like the Auditor General's office. There- 
fore, it may not be easy for a Department like Supply to  
know the specific requ'irements of another Department. 
There seems to be some advantage in allowing the hiring 
part a t  least to the Department concerned. But my limi- 
tation is a functional limitation. I have no authority to 
hire a computer for another Department." 

3.16. As pointed out in paragraph 1.8. out of 217 computers ins- 
talled in India as on 1st August. 1974. 143 computers, constituting 
66 per cent of the total. were provided by IBM and another I3 per 
cent were supplied by ICL. The details of the data processing 
equipment acquired by various Government Departments given in 
Appendix I further reveal that the bulk of  the equipment had been 
purchased hired from IBM/ICL. The Committee enquired into the 
rationale behind this 1-irtual dependence on IBM/ICL for the re- 
quirement of these equipment. The Department of Supply have in 
a note stated: 

"As the decisions to hire from IBR.1 ha1.e heen taken b). the 
various Ministries Departments the DGS&D is not aware 
of the rationale. It is possible that since for merely hir- 
ing equipment it is not necessary to raise an indent on 
the Central Purchase Organisation, the MinistriesIDepart- 
ments concerned have been holdir~g discuss~ons direc! \vlth 
the firms concerned. As the  decisions to hire have been 
taken in the Ministries Departments concerned. the GOV- 
ernment in the Ministry of Supriy has not had any rcca- 
sion to examine the question of hiring Vs. purchase or of 
choice of system " 

3.17. Dunng evidence. the Committee desired to know the rea- 
sons for the almost total dependence on mult!nationals l ike  IRM 
and ICL for the DGS&D, as a Central Purchase Organisation, not 
having made attempts to explore the market In socialist countries 
like the USSR for the country's requirements of computers and other 
data processing equipment. The Secretary. Department of Supply 
explained : 

"Perhaps the  department of electronics could give a cornpara- 
tive assessment of the computer technology and the 
sophistication achieved in different countries. As far as the 



Department of Supply is concerned, we generally go out 
fqr open tenders wherever there is no insistence on pro- 
prietary article certificate. From the list of purchases 
that have been made through DGS&D I find that except in 
one case in every case there is a proprietary article certi- 
ficate with the result that we have no option. Under the 
rules we are not allowed to go somewhere else when there 
is a proprietary article certificate which is certified by 
their associate finance. There is only one instance where 
we did go on a limited tender enquiry and on that we had 
no quotation from any East European or socialist country." 

3.18. On being pointed out in so far as purchases of equipment 
was concerned there appeared to be hardly any effort to obtain t h e h  
from the socialist countries. the Secretary Department of Supply 
stated: 

"I should submit that in respect of machine tools of which I 
am personally aware, we have purchased a lot of them 
from the  socialist countries. In mast of our public sector 
enterprises the machine tools are from Czechoslovakia 
and Russia and other socialist countries." 

3.19. On the question of acquisition of computers by the  Depart- 
ment of Space, the Secretary, Department of Space stated during 
evidence: 

"Tlie distribution of computers with us covers six countries, 
including India. We undertook quite some time ago, when 
the needs were forecast that  computers will be required for 
space research to specifically develop a project wlth t h e  
Electronics Cwporation of India which is the only Indlan 
Public sector concern making modern computer systems, 
and 1 am glad to tell you that the result has been quite 
satisfactory. They have not only been able to produce a 
computer system which of course we utilise directly for our 
purposes but this process has got them started into mak- 
ing these computers for other people w t h m  our country. 
We have four computers from the Electronics Corporation 
of I n h a  and from IBXI we have four. We have two gene- 
ral purpose computers which are nwdlum sized at the Phy-  
sical Research Laboratory at Ahmedabad. and there is a 
second installation at Trivandrum. at Thumba we have 
one from France. Here. again. this is an exercise which 

r we discussed in detail with the Department of Electronics 



that it w ~ u l d  be useful to buy a computer for our space 
needs-not merely choosing what is the best available 5n 
the world but something which is compatible with our 
needs and also similar to one which the Electronics Cor- 
poration of India have purchased. We have one of this 
type which is a French computer; French crediit was avail- 
able and we preferred this to anything else at  that time. 
This is a recent acquisition. We have very recently also 
acquired one from Hungary v i z .  Metrimpex and this is 
again a special purpose computer. One of our activities 
is to survey natural resources through satellites. The 
data we get needs very special proceessing to be able to 
distinguish between the agricultural crops of different 
kinds. We get the information in electronic form and in 
order to get spec5fic details out we have to use computer 
prwessing. This is a \?erg. interesting and a very good 
computer which we have purchased from Hungary. We 
have one which we obtained from the USSR. but this was 
a gift to the Thumba Equatorid Rocket Launching Station 
and it  started functioning in the early Sixties-in 1964-65. 
That completes the list of 15 that we have." 

3.20. During evidence the Committee asked the Secretary, Def- 
ence Production, why there was so much dependnce on IBM and 
why no global tenders were called by them. In this connection the 
Committee pointed out that as far back as in 1965 the P&T Depart- 
ment had imported a computer from M s Elliott Brothers and did 
not rely only on IBM or ICL for their requirement. The Secretary, 
Defence Production stated: 

"We had the first computer in 1962. At that time IBM was 
the only machine that was available. But in so far as the 
later up-dating and acquisition of other computers is ccn- 
cerned, we took into account the availability of ICL sys- 
tems. We made evaluatiw of these two types. This was 
done by technical committees. We chose the IBM com- 
puter on a clear appreciation that it offered facilities which 
ICL could not." 

He added: 

"I must say in the Defence Science Organisation where dedi- 
cated computers are used we have other makes than IBM 
including TDC and Elliott." 



3.21. The Committee enquired why the Ministry of Defence had 
mot emsidered the acquisition of Soviet computers, despite particu- 
ilarly friendly Indo-Soviet reIations and the fact that  such equipment 
eould also be had on rupee payment. The Secretary, Defence Pro- 
duction explained:- 

"When we were choosing the Soviet computers in the range 
of applications which we had in mind that sort of com- 
puters were not available but the Electronics Department 
might be able to tell us better." 

3.22. A representative of the Department of Electronics stated: 

"There has been an information gap with regard to availabi- 
lity of computers from the Soviet Unim and when the  
Electronics Commission came into being in 19'71 one of the 
first things that happened was that a delegation of ex- 
perts visited the Soviet Union and other socialist countries 
to find out the status of the computer industry in those 
countries and aris'lng out of that there have been certain 
new ranges of Soviet computers. namely, R 1030s which 
have come into: India. About six such computers have 
been installed and we have a programme of genera- 
tion of software in India for use in So\-iet Union.!' 

3.23. The Committee were informed by the Secretin.. l l inLstry 
of Communications that when the P&T Department Invited global 
tenders for acquisition of a computer, tenders were also received 
from IBM. IBM had. however, quoted a higher amount of Rs  13.5 
lakhs as compared to Rs. 11 lakhs a t  which the computer was acquir- 
ed from Elhott Brothers. Asked whether it was the experience of 
the  P&T Department that by 'inviting global tenders better terms 
could be obtained, the Secretary, Ministry of Communjcations 
stated: 

"Yes, Sir. The other point is, in the Telecommunication Re- 
search Centre, we were confident that we had the exper- 
tise to run the machine even if i t  was purchased outright. 
even though Elliott did not have any office in India to 
give us supporting maintenance assistance. This compu- 
ter  is now being used for almost twice the time for which 
it was being used when we purchased it. Our engineers 
.arc running it very we11 and i t  is giving very good service." 



3.24. The Committee desired to know why the Overseas Corn- 
munications Service which also functioned under the Ministi-y o f  
Communications did not call global tenders for their requirements. 
of data processing eqdipmeat as had been done by the P&T Depart- 
ment. A representative of the Ministry of Communications stated: 

"In the case of P&T Department, it was a computer. In our 
case, only unit record machines were required and they 
are available in India from manufacturers under licence 
from Government. They were Indian goods to us and w e  
did not think it necessary to go in for global tenders, i t  
would have been necessary to seek foreign exchange 
santion in case of global tenders. We go in for foreign 
exchange only when Indian material is not available." 

3.25. In reply to a question as to why only IBM machines were 
preferred, the witness stated: 

"There were two units in India who were offering machinery 
performing these functions and they were IBM and ICL. 
There was no other organisation offering for sale in India 
unit Record Machines, to the best of my  knowledge in 
1971-72. Between the two, we certainly did take care to 
examine the mehts of each make o.f machine, and we 
found that the IBM machines were better. The purchase 
price of the lot received by us was the same in both 
cases. After that, we found that if we hire the machine, 
it would be better. ICL people were manufacturing 
machines which were mechanically operated and not elec- 
trically operated. Our preference was for an electric 
machine on technical grounds. Therefore, we took the 
IBM machine." 

3.26. The Committee enquired whether apart from IBM and ICL 
other sources were now being tapped for meeting the country's re- 
quirements of computers and data processing equipment. The Sec- 
retary, Department of Electronics stated in evidence: 

"In a way, I can answer that in the affirmative. We are not 
dependent on IBM. One of the aspects for which I would 
like the Department of Electronics to take credit for, is 
the fact that in spite of these companie  having existed 
in India for a long time with all its ramifications, by which 
they can exercise sales pressure and so on, ~f you lwk 
a t  the systems that have come into the country over t h e  



last few years, you will see and appreciable number of 
non-IBM and non-ICL computers. The list which we will 
give you will show what type of computers have come i n  
after 1971 after clearance by the Department of Electro- 
nics. Since 1971, where IBM computers have been clear- 
ed by us for import they have been for specific applica- 
tions and I can give you an instance. The ONGC wanted 
a computer for their ship doing seismic prospecting, i n  
connection w'ith off-shore oil exploration. We did a com- 
plete analysis and found that  for that application the best 
computer that was available in the world was 'the IBM 
system. We have authorised its p u r c h a ~ e  by ONGC. We 
could thus like to do a job which is nationally most effec- 
tive, namely, to find a system which is most suited. and 
available at the minimal price for that purpose. You wilt 
find that  now we have a broad-based mix of maxi-com- 
puters, which include Soviet computers. East German 
computers, French csmputers, British computers, Ameri- 
can computers, the latter not only from IBM but also from 
the Digital Equipment Corporation and from Burroughs 
etc. throughout the country." 

3.27. The Committee desired to know whether the Ministry of 
Finance had laid down any criteria or guidelines in regard to pur- 
chase of computers and data processing equipment by different Gov- 
ernmen t Departments. The Secretary, department of Expenditure 
stated:- 

"No such guidelines or general instructions were issued on the 
point." 

3.28. In regard to the checks and balances exercised by the Mini- 
stry of Finance. enqulred into by the Committee. the Secretary, De- 
partment of Expenditure stated: 

"It is a subject for the scientists with a great deal oi  expertise 
which we do now have. I should, however, point out that  
in every case where a computer is installed, advice has 
been taken from the experts of that Ministry. I t  is not 
that the Railway Mmistry or the Census Commissioner 
installed computers without the advice of their technical 
experts who were also a t  that time considered to be ade- 
quately qualified. If we now consider that they did not 
have enough knowledge of computer technolog?. or that  
they did not knaw computer software well enough and they 
allowed themselves to be spoon-fed by IBM salesman, the  
Finance Ministry was certainly in no better position t o  



adjudicate, between one proposed computer system and an- 
qther. So, I think I owe i t  to m y  predecessors in the Fin- 
ance Ministry to make the point that we have also gone 
by expert ad$ice which perhaps may not have been the 
best possible advice." 

3.29. When po'intedly reminded that one should learn from the 
.mistakes which happened in the past and also try to find out the 
 circumstances in which certain lapses actually came about, the wit- 
mess stated: 

"You have used the word "lapses". Let us go back to the year 
1968, when the IBM computer was hired. At that time 
a case was put up and that was examined and a decision 
was taken. By hind sight or better analysis now we say 
that if in 1968 a suitable group of computer specialists had 
been got together to analyse the alternative software syS- 
terns and then gone ont to a world bid and taken an Italian 
or  British computer, we might have saved 50 per cent of 
the money over this period. I t  is in that way that the 
Committee notices a lapse. If that is so, I thmk this must 
be true, but the amounts involved though substantial were 
not so large that in every case it was necessarv for such an 
elaborate procedure to be adopted to find out possible alter- 
native world sources." 

.On the point at issue, howekrer, he added: 

"I can give that assurance quite clearly on behalf of the 
Ministry and Government generally, and I beileve that 
we have gone a long way in setting up a centralised sys- 
tem. From what we have learnt from the deliberations 
of this Committee over the last four days, I think i t  would 
not improve matters if we again went back to a tendering 
system through the DGS&D which would not have the 
necessary expertise any more than the user Ministries 
have to determine the best computer system. Since the 

1 .  ! ' " selection of the computer system is to be done through 
the centralised agency of the Department of Electronics, 
the only thing that would then remain is to determine 
the price and the  legal terms of the contract which are 
not very major matters, on which advice is readily avail- 
able to every Ministry. The best course would be for the 
purchase to be made directly by the Ministries in consul- 
tation with the Department of Electronics." 



B. Hiring Vs. Outright Purchase 

3.30. I t  has been stated by the Department of Electronics that 
.Ministries/Departments have exercised options between outright 
purchase or hiring whilst acquiring Data Processing Equipment, on 
the basis of financial and other considerations a t  the time of pur- 
chase. Whilst the Railways appeared to have preferred the acqui- 
sition of such equipment on rental, other Ministries/Departments, 
such as the Department of Statistics, Planning Commission, IARS, 
Ministry of Defence (Army HQ/Naval HQ, DRDO) had met their 
requirements mostly through outright purchase. 

5.31. The Department of Electronics has further stated:- 

"The option between purchase or hiring will have to be based 
on particular requirements, planned period of usage for a 
particular system or sub-system, terms of payment offer- 
ed and considerations of discounted cash flow etc. I t  is 
generally known that monthly rental charged by interna- 
tional companies for different sub-systems range from 
1130th to 1160th of the purchase price and as such anti- 
cipated usage of such equipment for a period extending 
beyond about 6 years should warrant acquisition through 
outright purchase only. The Electronics Commission 
(which was set up in 1971) had taken note of this aspect 
on the basis of discussions through a negotiating team 
with IBM and ICL set up by the Commission. It was 
then decided that import of computers into the country 
in future will be permitted on the basis of outright pur- 
chase only. As regards computers and other machines 
available from within the country, the option on the mode 
of acquisition rests with the different Departments." 

3.32. From the information made available to the Committee it 
is  seen that the following, Ministries/Departments have made out- 
right purchases of computer and data processing equipment: 

1. Planning Commission 
2. Indian Metereological Department 
3. Department of Space 
4. Computer Centre, Department of Statistics 
5. P & T Boar? 
6. Audience Research Unit of All India Radio 
7. Central Sales Unit, Commercial Broadcasting Service, All 

India Radio. 
8. Chief Controller of Imports and Exports. 



The Ministries/Departments mentioned below have hired such  
equipment: 

1. Registrar General of India 
2. Central Bureau of Investigation 
3. Department of Commercial Intelligence & Statistics 
4. Department of Economics & Statistics 
5. Union Public Service Commission 
6. Institute of Secretariat Training & Management 
7. Overseas Communications Service 
8. Directorate General, Supplies & Disposals. 

3.33. The Committee desired to know why some Ministries/De- 
partments had preferred hiring of data processing equipment to 
outright purchase. Some of the replies furnished in this regard by 
the MinistrieslDepartments are reproduced below: 

(i) Registrar General of India 

"The Ministry of Finance had gone into this question and, 
after careful consideration, approved the proposal to hire 
the IBM computer. The reasons which weighed with 
the department in its decision to hire rather than pur- 
chase the computer are summarised below:- 

(i) Very fast technological development was talung place 
in the field of electronic data processing; 

(ii) In the case of outright purchase, the equipment would 
become a deadweight if and when a change over to a 
more sophisticated system were decided upon; 

(iii) Maintenance in the case of a hired system was more 
prompt and efficient. The Department did not have to 
worry about import of spare parts etc. 

The other advantage was that  this office started with a small 
capacity computer, familiarised itself with the techniques 
and then built up the requisite capacity a t  the appro- 
priate time when optimum use could be ensured." 

(ii) Central Bureau of Investigation 

"5 machines (Punch, Verifier, Sorter, Interpreter, Accounting 
machine) were hired from IBM in 1968. The hiring of 
t h e  machines in preference to the outright purchase was  



carefully considered. The relevant para of the proposal 
sent by CBI is reproduced below:- 

'The purchase price for the above 5 machines is quoted by 
the firm a t  Rs. 1,57,776+Rs. 20,959.84 towards transit and 
installation charges. The above quotations are exclu- 
sive of ST and other incidental taxes, if any. If the 
machines are purchased, maintenance charges have also 
to be paid to the firm to look after the machines. The 
annual maintenance charges for the first 3 years is 
Rs. 6,350.40 p.a. and they increase progressively for 
every 3 years. The firm is, however, willing to rent 
out the machines in the event of which the maintenance 
charges need not be paid. An additional advantage in 
hiring the machines is that in case the?; are found to 
be unsuitable for any reasons, we would be in a posi- 
tion to return them after a minimum period of 2 years, 
on payment of proportionate transit charges according 
to the period for which the machine was used. The 
rentals quoted by the firm are Rs. 38.5921- per year 
(recurring) in addition to installation charges of 
Rs. 20.959.84 (non-recurring) . On a full consideration 
of the various aspects of the deal, it is considered more 
advantageous to hire the machines. It is significant to 
mention here that although the manufacturing concern 
is American, no foreign exchange is invol\~ed in the 
transaction. When the CBI svitched over to compu- 
terisation. 2 machines (Sorter and Accounting Machine) 
Jvere surrendered. When the improved models of 
PunchiVerifier which included interpretation of the 
data punched thereon. Ivere hired in replacement of 
the earlier model, the interpreter was returned. The 
surrender of the 3 machine3 would not have been pos- 
sible had the machines been purch?sed outright. More- 
oLTer the hiring enabled the Department to go in for 
improved models of the machines at any date. This 
was not possible in the case of outright purchase and 
the machines even if out-dated would have become the 
property and liability of the Department. This was 
taken into account when hiring instead of purchasing 
the machines'." 

(iii) Department of Commerical Intellzgence & Statistics 
"As regards the economics of purchase vis-a-vis hiring this 

Department has  all along been of the \ ieur that hiring 



should be preferred for reasons stated below: 

(a) From the point of view of servicing and maintenance 
our experience is that prompt and efficient attention is. 
given by the firms in case of hired machines. 

(b) In case of outright purchase, we are to make heavy 
capital investment in a particular year which is n o t  
always available. 

(c) Speedier and advanced models are being produced 
now-a-days from year to year. In case of outright 
purchase of particular model, it  will not be possible to ,  
utilise the services of an advanced model, unless t he  
life of the purchased machine is exhausted on the other 
hand the hired machine can be returned to the firm by 
three months notice." 

(iv) Overseas Communications Service 

"It was more economical to hire the machines. Other advan- 
tages for hiring of the machines were: 

(a) Return of any machine(s) when not required; 

(b) Replacement of any machine (s) whenever improved 
versions were available; and 

(c) All the machines could be returned to suppliers if a 
change in system becomes necessary. 

The hiring Scheme ensured continued supply of spare parts, 
whereas if the machines were purchased, the non-availa- 
bility of spare parts would have presented a recurring 
problem. 

Having regard to the economics of the scheme, hiring the  
machines on rental basis, was considered advantageous." 

(v) Directorate General, Supplies & Disposals 

"The table below will show the entire financial implications 
involved in the out-right purchase and in the rental 
basis of the IBM machines. 



A. Ontright Purcharss 

NO. Cost h%aintcnoncc Chsrges 
Machine - -- 

Rs. Rate Yearly Totml min-  
Mosth mlintenmce tenance char- 

Rs. c b g e s  ges for 8 Years 
Rs . Rs. 

1. Sorter . . I 20,114~00 223'10 2,677.20 21,417'60 

2 .  Reproducer . . I 42,935.00 290.60 3,487.20 27,897'60 

'I'h:refore the totalc~st  for out-right purchase would be Rs. 4,65,512.60. 

NJ. Mmthly Yearly .?4mthly Total renta 1 
R2ntal Rental rnalntenance chargesfcr 
van: Valui charges 8 years 

Machine 

Rs . Rs . Rs. Rs. 

2. Rzproduccr I 851-03 10,212.00 Ds. 81,696.00 

The above table has been arrived a t  on the basis of the expected' 
normal life of 8 years in running condition of the said machines. 

Although there will be snn;e financial saving to !be tune of 
Rs. 65,463.40~. on out.right purchase as it  is revealed f r o 3  the above 
table, it wili not be advantageous for us to purchase these machines 
on out-right hasis for the following reasons:- 

(i) Under IBM Mechanical replacement policy, the perform- 
ance of the machines installed on rental basis are conti- 
nually under the review of IBM Engineers. 

(ii) The replacement of any equipment parts is made by 
IBM at  no extra charges, while in the case of out-right 



purchase the spares/parts etc. will have to be replaced a t  
ex,tra charges. In such a case there is a possibility that 
sometimes spares may not be in their stocks and they 
may have to be indented, which will be a time consum- 
ing process and during the intervening period the  
machines will be lying idle. But in the case of machine 
obtained on rental basis such an eventuality will not 
arrive because ,of the interest of firm involved in losing 
the rental charges. 

(iii) On expiry of normal life of the machines the same can 
be replaced by new ones. 

(iv) In the present days of fast changing technology in the 
field of data processing any model is likely to be out- 
moded within a very short span of time. In such a 
situation i t  is no: advantageous to go in for out-right 
purchase of machines. Our experience in the past about 
the out-right purchase of Power SAMA MlCs is that no 
substantial amount could be realised in their disposal 
when we shifted to 80 cols. Mcs. 'It was in view of this 
very fact that the then DDG(A) categorically expressed 
his opinion in favour of giving in machines on rental 
basis. 

(v) Moreover in the case of out-right purchase of machines 
the whole amount of Rs. 4.65.512.60 p. \vill have to be 
incurred in lump-sum at one time which means blocking 
of funds to start with and thereby deprives the public 
exchequer of the benefit of in'erest thereon. The whole 
savings of Rs. 65,463 in such a situation is likely to be 
neutralised. 

In view of the above stated factss it seems advantageous to go in 
for machines on rental basis rather than in for out-right purchase." 

.(vi) Indian Airlines 

"Indian Airlines decided to hire the first computer instead of 
purchasing as they were not sure of the turn the events 
would take consequent upon the anti-computer senti- 
ments in the country. Moreover, in case of hired equip- 
ment the maintenance is guaranteed by the suppliers 
whereas, in case of purchased equipment, this was to be 
done ,through a separate contract on payment of sepa- 
rate charges. Since the Corporation did not have any 



experience of handling and maintaining computers, it 
was considered advisable to make the suppliers respon- 
sible for the maintenance. 

The second computer was installed in January, 1972 do aug- 
ment the capacity, which was essential to cope up with 
the increasing load of Advance Reservations and other 
jobs that were already computerised. Around the same 
itirne it was expected that the installation of a Real Time 
Computer System, which was under consideration, would 
be possible by mid 1974. Indian Airlines, therefore, 
decided to hire the second computer instead of pmhas- 
ing as a stop-gap arrangement for about 24 years. I t  was 
planned at that stage that both the hired compders would 
be retired soon after the installation of Real Time Com- 
puter." 

3.34. During evidence before the Committee, the Director, Cen- 
tral Bureau of Investigation gave the following justification for 
hiring of data processing equipment: 

"At that time, we hired five machines. At that time, i t  could 
not be anticipated whether we would require all those 
five machines all the time. So, we thought that it would 
not be good to purchase them." 

3.35. In regard to the hiring of data processing equipment by 
the Heavy Vehicle Factory, Avadi, the Secretaq, Defence Produe- 
tion stated in evidence: 

"I feel that in the case of data processing machines of tbe 
type which we are dealing. I did not think there are any 
security considerations. Our experience in the depart- 
ment is that a machine generally lasts for about 5-7 
years and you will have paid almost an equal amount for 
total purchase also over that period. If we go in for 
hire, we can return the machine even earlier and can go 
in for a new unit." 

He added: 

'%Iy experience so far as Rhis machine is concerned abms 
that hiring is better. One important consideration is 
that the machines which are given to us usually recon* 
tioned machines. U f  we go in for later models Rhere b 

4nw 



less (possibility of their being old machines. If we go fn 
for a new model it is a better machine." 

3.38. The Committee desired to know whether the option ai 
replacing machines by batter models had actually been exercised 
in any case. The representatives of the Ministry of Commerce 
replied: 

"We entered into an agreement with the ICL in 1972 to  re- 
place two of their tabulators which were of 1952 model. 
The agreement was, they will replace it by another model 
which was brought in later round about 1960. In 1973 
we discovered that the model which was given (to us 
was not really a good one. We discussed i t  with ICL 
who said, there are over 222 machines of this model in 
the country, 2 of which were in the eastern region. So, 
we decided that we will not go in  for this old model and 
we asked the ICL to supply us the later machines. The 
previous contract was changed and we got a new model 
machine in September, 1975." 

3.39. In reply to a question as to what should be the criteria 
for deciding whether equipment should be hired or purchased, the 
witness stated: 

"I am not making any dogmatic statement. I am only saying 
that the economics of the whole thing should be gone 
into. Our experience is that a machine works satisfac- 
torily for five to seven years. So, the total cost of the 
machine and the hire charges spread over seven years is 
almost the same. Hiring gives the added advantage of 
changing the machine wherever we want." 

3.40. Whereas the Department of Commercial Intelligence and 
Statistics had preferred hiring of equipment, the office of the Chief 
Controller of Imports and Exports which also comes under the 
administrative control of the same Ministry viz. ,  Ministry of Com- 
merce had purchased their requirements of IBM machines outright 
In this connection, the Chief Controller of Imports and Exporb 
stated in evidence: 

question whether it should be outright purchase or him 
was examined by the Chjef Controller of Imports & 
Exports and his preference was to acquire rthe machineq 
because he felt that it would be economical to buy it 
outright" 



3.41. Dealing with this question, {the Secretary, Foreign Trade 
stated in evidence: 

'Vn this case I find that the CCIE had gone into the corn- 
parative advantages of hiring and purchasing and come 
ito the conclusion that purchase would be better, and 
the Ministry had agreed with it. Finance had also con- 
curred with it. On the question whether there is a 
definite policy that machines of (this type should be hired 
or purchased, I am afraid there is no such policy. Each 
case seems to have been decided on its merits." 

3.42. The Secretary, Department of Personnel and Administra- 
tive Reforms, while referring to ,:he hiring of equipment by the 
Institute of Secretariat Training qnd Management stated in 
evidence: 

"Since the UPSC was also doing the job and they had hired 
some ltabulators and sorters, on that analogy, the ISTM 
also decided to hire the tabulator and sorter. In any case 
in economic terms we have found that hiring was far 
more economical than purchasing those machines." 

3.43. The Audience Research Unit of All India Radio had acquired 
data processing machines on outright purchase basis. During evi- 
dence the Committee enquired into the reasons that had weighed 
with the Unit in preferring outright purchase to hiring. A repre- 
sentative of the Ministry of Unformation and Broadcasting stated: 

"About the life of electronic gadgets, one can never say. 
Even if there is a guarantee of 10 years, it may serve 
only for 5 years or it may senre for 15 years. We took 
the l f i  as 10 years. We calculated what v.buld be 
investment, service charge, etc., if we made an outright 
purchase and we found it would be economical for us 
to purchase it outright rather than hire it. Secondly, our 
thinking was very much influenced by ,?he fact that 
both IBM and RCL were more interested in hiring out 
their machines rather than selling them. So, we 
thought there must be some reason for it." 

3.44. Explaining the reasons for resorting to hiring of data pro- 
oessinlt equipment, the Secretary, Department of Space stated in 
svidet~c!e: 

"Hiring is done only in those cases where the hardware b 
built in our country. The IBM has an operation mge 



of electronics which is undergoing a large+cale, tram- 
formation. We have a problem that when you have to 
get a card punched, the computer you have purchased 
and the card punches which are available in the coun- 
try are manufactured by the lBM under authority of 
the Government and these punches if you want to pur- 
chase, contain some foreign exchange componeru?. In a 
particular system which you require for use, hiring 
becomes a simpler process because they are maintained 
by Undian manufacturers. We have resorted to it 3n 
some cases." 

3.45. In this context the Secretary, Ministry of Communications 
dated: 

'The other aspect which I might mention in this connection, 
since this has come out while taking the earlier evi- 
dence also, is that in the matter of outrght purchase, 
there is an important element and that is that you have 
to have a lot of expertise in your Department ho be able 
to handle those machines when they go out of order 
and all that. If you have a 'hire' arrangement then hhe 
t v p  of expertise required is very much less in handl- 
ing these machines. . . . In the case of sophisticated 
equipment, not every Department has got the capabi- 
lity unless they build i t  specially for their own pur 
pose to be able to maintain it." 

3.46. The Committee asked whether Government Departments 
would have to continue hiring data processing equipment becauser 
they neither had enough resources to purchase them nor did they 
have enough expertise to maintain such equipment. The Secretary, 
Ministry of Communications stated: 

". . . .if it is required as a policy to purchase these machines 
outright, this can be done. The other point about the 
outright purchase is, as has been pointed out earlier, that 
these machines are of a very old vintage. The Electronics 
Department will bear me out. If you purohase them out- 
right, you continue to live with them. Of course, the IBM 
as a company would like to keep machines on and on for 
a very long period of time, to take the maximum life out 
of it. But there is a possibility that if at any particular 
point of time better technology is available, if  something 
better is produced in the country, these IBM machin-. 
could be given up." 



3.47. In reply to a question whether any expertise was available 
4a the user Ministries to assess the life of a hired machine with a 
view to fixing reasonable rentals, the Secretary, Ministry of Corn- 
,mumications stated: 

"In the case of electronics equipment and data processing 
machines, about the question of the condition of a parti- 
cular equipment at  a particular point of time, one has to 
see whether there are major outages. Suppose I use a 
machine and i t  does not go out of order for months. I t  
means, i t  is giving a service, as good as a new machine. 
If i t  goes out of order for a few minutes every day, very 
often, then it is a bad machine. What the IBM do is, 
when they give us so-called hired machines or used 
machines, they replenish portions of it, sections of it, by 
new equipment. They make i t  function like a new 
machines. That is why they have been so successful in 
this business over such a long time." 

3.48. One of the reasons given for hiring of data processing sys- 
tems by the Ministries is that this enabled the Departments con- 
cerned to go in for new models by surrendering old models. Asked 
bow far this was compatible with the principle of financial PI-u- 
dence, a representative of the Department of Electronic3 stated: 

''There are, of course, certain problems with regard to the 
5nancial modelities of hiring and purchase. With -gad 
to companies etc., hiring seems to be an expense which 
can be incurred, whereas investment on computers by 
outright purchase calls for certain additional levies etc. 
In terms of taxes. This has some bearing on this whole 
issue. We have to consider whether we can circumvent 
i t"  

3.49. The Committee desired to know whether the Department d 
'&hnics had now evolved a system of checks and balances in so 
far as the hiring of data processing equipment by Government 
I)epartment was concerned. The representative of the Department 
%of Electronics stated: 

With regard to hiring and purchase, one of the Arst de& 
dons by the Electronics Commission in 1972 was that in 
future, all imported electronic systems will be purchased 
by outright purchases. With regard to the machines 
available indigendy, both computers as  dl aa udt 



record machines, there is no very specific directive. It 
is essentially left to the respective departments and their 
Associated Finance to determine, based on the period for 
which they want to hire. There can be certain cases of 
software etc. wihch one may like to take for very short 
periods. In  that case, there may be a justification for 
hiring. One has not Taid down any rigid procedure. But 
hemafter it will be the responsibility of the Department 
of Electronics to clear the requirements of unit record 
machine and other machines to be procured. We will 
ensure that such a detailed exercise is made." 

3.50. The Committee pointed out that for various reasons, diffe- 
rent Government Departrnents/Ministries had adopted different 
practices in  regard to hiring or purchasing of data processing equ ip  
ment. Asked whether there should not be common policy in all 
Government Departments in this regard, a representative of the 
Ministry of Inlormation and Broadcasting stated: 

"I think i t  would depend upon the use to which it is put, as 
also the overall economics. The economics should be 
worked out at  the time of placing of the order. Subject 
to the usage of the machine, its particular mode of pur- 
chase or hire could be decided." 

3.51. The Committee enquired whether in each case of purchase/ 
hire, the economics of outright purchase vis-a-vis hiring was worked 
out and if this was not done the reasons therefor. The replies fur- 
nished by Ministries/Departments on this point are indica.ted below: 

1. India Me teorologicul Department 

'The economics of hiring vis-a-vis outright purchase were 
worked out by the Department. The details thereof are 
given below :-- 

me initial proposal was for hiring a computer but when 
the relative economics of hire versus purchase were 
worked out i t  wav found that the outright purchase was 
beneficial. Considering the comparative figures of the 
estimated expenditure for 4 yeara on the rental 



(Rs. 41,58,960 excluding importation charges payable in 
addition) and on the purchase (Rs. 36,72,100 excluding 
importation charges payable in addition) it was found 

that the estimated expenditure on rental for 4 years ex- 
ceeded the estimated expenditures on outright purchase." 

3. Air India 

"The initial computer configuration wars obtained on outright 
purchase basis. Analysis carried out prior to the purchase 
of the computer indicated that the rental charges over a 
period much longer than 51 years on a regular basis for a 
growing number of areas, outright purchase was regarded 
as definitely more economical." 

3. Indian Airlines 

"The comparative expenditure of hire vs. purchase of compu- 
ter as on 31st March, 1975 is given be1dw:- 

-- --- --  - (Rs. in Lakhs) - 
Cost of 'Hire 
purchase Chgzger 

--- - ---- 
First system installed in January 1967 . 82.45 80.33 

Second systeminstalled in January 1972 . 60.64 35'91" 

4. Registrar General of India 
"With outright purchase, the price and maintenance charges 

would have been as under:- 

(i) Purchase price US $464,300 (ex-factory) . 
(ii) Maintenance charge US $861.75 per shift per month. 

(iii) Other charges for replacement of parts, etc. from .time 
to time. 

The total cost would have come to about Rs. 46 lakhs exclud- 
ing installation charges and cost of* spare parts over the 
years, the quantum of which cannot be estimated as the 
work was handled by company. Upto September 1975, 
the department has paid a sum of about Rs. 59 labs by 
way of hire which is inclusive of all charges" 

I. Central Bureau of Investigation 

"Statement showing the expenditure that would have been 
hacurred had these machines been purchased outright and 



tihe rental so far paid since installation is reproduced 
be10 w :- 

Cost involved in thc case of outright putchose of 
- -------- 

5 machines Rental 
Rl. 

&lphil'unch . . 17,057 ' rd ta l  R m a l  paid from 2,29,163 
June, 68 to Nov., 1975 

Verifier . 18,668 
Interpreter 40,174 
Sorter . 20,755 

1 .n~x~at ion  chqrges of , Interpreter 12,350 

A critical perusal of the statement would indicate that the 
Department would have, upto November, 1975, paid 
Rs. 3,98,323.00 as the cost of 5 machines and incidental 
expenses against the total charges so far paid amounting 
to Ra 2,2$,163." 

6. Planning Commission 

"Since continued use for in-house work was anticipated and 
the equipment was available through a Ford Foundation 
grant, hiring was not considered as an alternative. The 
subsequent outright purchases were also made on the ex- 
pectation of continued use of the same." 

7. Department of Statistics-Cmputer Centre, N e w  Delhi 

"Befom placing the indent on D.G.S.&D., the economhx oi 
outright purchase vb+vis hiring was examined for puncb- 



inglverifying machines. The relative cost of outright pcm 
chaselhiring on one shift basis are ahown below: 

- - . . - - . - - . - - - -- - -- - - - - 
Btems Monthly P U & , ~  

rentals 8 Price $ 
- ----- - ---- - ------ - -  

AIphanurneric 
Card Punch 

Numeric Card Punch 37.m r g c o . ~ ~ ~  

.\lphanun-ricalprinting Card Punch . 72-00 3 7 P W  

-\lphlnum:ric Verifiers 52.00 2275'00 

'Numeric Veriflxs . . 47.00 2000.00 _ __ _-___ _- --- 

The rentals quoted for running these machines on a two shift 
basis were 14 times the amounts quoted in case of one- 
shift use. Outright purchase was considered more econ* 
m i d  in view of the long term use envisaged a t  the 
Centre and using machines in two shifts." 

3. DeparCmehtt of Space 

"la the case of dedicated computers like MINSK, TDC-12 end 
PDP-11, the question of working out the economics of 
hiring or outright purchase did not arise as these had to 
be obtained for specific purposes for which ~t was not con- 
sidered proper to hire or use outside compukrs. In the 
case of general purposes computers procured for the 
Vikram Sarabhai Space Centre and the Physical Research 
Laboratory, the idea of hiring was not at all considered 
as the computers were purchased only when they were 
required full time for dealing with the problems arising in 
the research and development work at the Unit concerned. 
As these computers were required for full-time work, 
and have been expanded to meet the computational r e  
quirements, the question of working out economics of him 
did not arise." 

9. Directorate of Ecanonrics and Statistics 

'CPurchaselhfn of mechanical tabulation equipment was don, 
on five different occasions. On the flrst occasion when 
two Automatic Punches, two VerMers and a Programme 
Arnch were purchased no assessment was done of the 
relatfve merits of hire versus purchase. On all subsequent 



occasions except the one relating to the purchase of Hand 
Punches, the machines were hired. For this purpose a 
study was made of the relative economics of purchase 
versus hire." 

la Department of Commercial Intelligence and Statistics 

"The economics of outright purchase vis-a-vis hiring was work- 
ed out only at the time of purchasing IBM 421 tabulator 
in 1961. The two ICL Reproducer Gang Punches were 
also purchased in 1966 in replacement of the two machines 
purohased earlier without any such study since the Min- 
istry of Finance were not agreeable to the proposal of this 
Department for hiring them. In regard to the hiring of 
the remaining machines installed in this Department the 
economics of outright purchase was hiring was also not 
studied. 

The relevant details of the study made in December, 1959 in 
regard to the purchase of the IBM 421 tabulator mention- 
ed above are shown in the statement below: 

-- -- - - ..- 
Rental Value Purchase Value 

---- ---- -- --- 
r. Rental Chlrges for x. Cost of Machine Rs. 45,587 

8 years @ Rs.2873.75 
per month . . . . . . . . .  Rs. 2,75,880 

2. Maintenance charges 
s. Purchase price of (a! S 93 for Rs.IS,Wj 

control p ,-.CIS. . . . . . . . . . . .  Rs. 3,953 first 3 
Totd: ---- years 

Rs. 2,78,833 (b) $111 for RE. 1g,981 
next 3 
ycars 
(c) $ 129 for Rs. 14,706 
nf xt 2 
years 

3. Purchase of 
control Pallels RE. 2,953 --.- 

Rs. 1198a130 

Purchase value was less than the rental value for 8 years 
which is the normal life of a machine, and was therefore 
considered more economical and accordingly the machine 
was purchased." 

11. Audience Research Unit, A.Z.R. 

"Comparative charges for hire and outright purchase of these 
machines were worked out. The monthly charges for 
hire of these machinen at that time were Rs. 3,830 o r  



about Rs. 46,000 per annum. Thus, for a normal life of 
10 years of the machines, the hire charges would have 
been about Rs. 4,63,000. The price of these machines paid 
by the Government was Rs. 2,62,633.52p. (including 3 per 
cent Central Tax) to which may be added the mainten- 
ance charges for 10 years @Rs. 1575 p.m. i.e. Rs. 1,89,000: 
The total would work out to Rs. 4,52,000 approximately." 

12. Central Sales Unit, Commercial Broadcasting Service 

"Comparative charges for hire and outright purchase of the 
machines were worked out. The monthly charges for hire 
of these machines at  that time were Rs. 5760. Thus, for a 
normal life of 10 years of the machines, the hire charges 
would have been Rs. 6,91,200. The price of these machines 
paid by the Government was Rs. 4,14,851.85p. to which 
may be added the maintenance charges for 10 years 
@Rs. 16,800 per annum, i.e. Rs. 5,82,900 approximately." 

13. P. & T. Board 

"Relative economics of purchase/hire were not considered 
since to the best of our knowledge no scientific computer 
was available for hire in India at  the time the purchase of 
a computer for TRC was decided (1962-63 or 1963-64). 
The only scientific computers known to us as existing in 
India a t  that time were IBM-1620 (at IIT Kharagpur) and 
Elliot-803 (at HAL Bangalore) and both these were out- 
right purchases." 

14. Overseases Communications Service 

'3elative economics of outright purchase as against hire were 
studied in depth before deciding to hire the machinss. 
The total cost of outright purchase of all the machines to 
be used would have called for an investment of 1221 lakhs. 
The annual cost comprising of depreciation. interest on 
capital, service/maintenance, worked out to Rc 3.1 lakhs 
for capital investment of Rs. 1221 lakhs a comparative 

, . figure, the cost of the same system on a rental basis work- 



ed out to Rs. 2.7 lakhs per annum. Apart from this recur- 
ring annual rental, OCS had to pay initial installation 
charges amounting to Rs. 91081.34 for all the 34 machines 
installed a t  various Branches." 

15. Unwn Public Service Commission 

"The Commission's office has taken only Tabulators and Sort- 
ers on hire and maintenance basis. In 1971 one Repro- 
ducer was also obtained on hire and maintenance basis. 
the economics of out right purchase visa-vis hiring of 
these machines were worked out in 1970 and a compara- 
tive statement, indicating the expenditure on out-right 
purchase basis and also expenditure on rental basis to be 
paid for one Tabulator, one Sorter and one Reproducer 
for a period of 7 years, (according to Company supplying 
these machines the normal life of these machines is 7 
years), is given below: 

[A) Expenditure on outriqhl prrrchosc 

(i) Sale price of Type 904 Tahulatm 

(ii) Sale price of Type 33210 Sorter . 

:iii) Sale price of Reproducer with Emitter 

(iv) Central Sales Tax on Rs. 2,48,410 @ j% 

<v) b s s  of interest for 7 years @,% per annum 
amount . 

vi) Mdntcnmce ciarges of the three machines for 
the following quarterly rates : 

TABULATOR . 

SORTER . 
REPRODUCER . 

(i.c. Rs. 3,255 X 4 X 7)- 

on abovc 

7 years at 

. &. 2,670 

. h. 175 

. Rs. 401 

Rs. 3.355 Per Quarter 

91.140 

Total : 4,368554 -- 



(i) Rental for Tabulator for 7 year: @Rs. 3,165 pen month 

(ii) Rental for Sorter for 7 years @Rs. 354 per m m t h  

(iii) Rental for Reproducer for 7 year.' @Rs. 750 per mcnth 

Excess expenditure on out-right purchge (A- B) h. 77$.58 

It  would be seen from the above that it was economical to hire 
these machines on rental basis rather than on out-right 
purchase basis. I n  the comparative statement the loss of 
interest on capital investment has been worked out at the 
rate of 5 per cent per annum, which is much lower 
than the present prevailing rate." 

16. Institute of Secretariat Training and Management 

"This organisation hired only one sorts and one tabulator. 
The estimated life of this equipment was stated to be 7 
years. Mechanical punches and Electrical Verifiers were 
available only on out-right purchase basis. There was, 
therefore, no question of hiring them. In so far as the 
sorter and the Tabulator are concerned, i t  would not have 
been econolrical to make an out-right purchase for the 
reason that the life of the equipment was stated to be 7 
years and the expenditure on capital investment spread 
over this period and on maintenance charges and on re- 
placement of parts would not have been much lower than 
the hire charges. However, the actual economics of out- 
right purchase vis-a-vL hiring were not work& out. 
Further an out-right purchase would preclude the replace- 
ment of the machines by more advanced versions until the 
machine had outlived the normal life." 

17. Director-General of Supplies and Disposals 

'With regard to the IBM punches and verifiers installed in the 
DGS&D in August, 1968, the question of hiring vs. pur- 
chase was considered. 

b regards the unit record machines installed in 1972 also, 
initially the relative economics of hire vs. purchase were 
not considered but subsequently in November, 1974, at 



the instance of Internail Finance this question WEB 
examined when the issue or payment of continued hire 
charges came up for sanction. 

With regard to the 5 sets of ICL punching and verifying 
machines installed in the regional nucleus cells, the ques- 
tion of out-right purchase vs. hiring was considered at 
the time of installation. Mainly because of the budgetary 
restrictions, it was decided to hire the machines." 

3.52. An analysis of the replies furnished by various Ministries/ 
Departments in regard to the relative economics of hiring vis-a-vis 
outright purchase of data processing equipment reveals that the 
Ministries/Departments had no real idea of the life of these 
machines. Each Ministry/Department had worked out the cost of 
hire/purchase by adopting a different period as the probable life of 
each machine and have come to different conclusions. 

3.53. The Directorate of Economics and Statistics in the Depart- 
ment of Agriculture by assuming the life of these machines as 8-9 
years has worked out the relative expenditure to be incurred in 
case of out-right purchase and hiring of machines as per statement 
at Appendix V. It is seen therefrom that over a period of nine years, 
the charges for hiring and outright purchase are almost equal. 

During evidence the Committee pointed out that if the lifetime 
of these machines was assumed to be more than 9 years, the hiring 
of such equipment would not be economical so far as the relative 
cost of shiring vs. purchase is concerned. A representative of the 
Ministry of Agriculture stated: 

"We have assumed, based on the past experience, that the life 
of a machine is around nine years. One can never be 
certain about that-sometimes its Life may be around seven 
years and sometimes it  may be ten years. We assumed 
its life at nine. We worked out the relative economics of 
it as you will see from Annexure V. Apart from that 
there was some other advantage of having the machines 
on hire basis which my colleagues from other Ministries 
have also tried to explain If the new model comes, we 
can changeover from one machine to another. If there is 
a new installation, there we ha,ve not to spend anything 
on installation or on transportation. There are certain ad- 
ditional advantages also. Therefore in any case at least 
our study on relative economics indicated that there was 



no disadvantage in having it on hire basis. In one or two 
cases they are more or less equal but there was no d b  
advantage in  having the machines on hire basis." 

3.54. On being pointed out that the calculation of the life of the 
machines a t  nine years may be only notional and its actual life may 
b e  much more, the witness stated: 

"Maybe in some cases the lifetime may be more. Our exper t  
ence, I do not think, has indicated the same thing. In 
some cases i t  may be more. Perhaps the maintenance 
cost will also go up  in such a case and if you want to keep 
i t  longer than seven or eight years, I have a feeling that 
the cost of maintenance of the machine will be much 
more. " 

3.55. In justification of their decision to hire rather than purchase 
data processing equipment, the Overseas Communications Service 
stated: "There is a,bsolutely no comparison between the hiring 
charges being paid and the cost of acquisition, the capital investment 
on outright purchase being too high". Referring to this statement, 
the Committee enquired during evidence whether the economics of 
hiring and outright purchase had been considered in detail. A repre- 
sentative of the Ministry of Communications stated: 

"We did make an exercise on the alternatives of outright pur- 
chase and hiring; our study showed that hiring would be 
more economical for us both financially and from the prac- 
tical point of view of handling the machine and develop 
ing the expertise, in course of time within the department 
We computed the annual recurring charge based on the 
capital price, taking into account depreciation, interest on 
capital and annual servicing charges and the cost of sparee, 
because if we purchased them outright, only personnel 
service for repairs will be given by suppliers and we have 
to pay for the spare parts. Our experience has shown 
that when there is a servicing contract limited to avail- 
ability of servicing personnel for attention to repairs you 
are more or less driven to a helpless position when the 
supplier says "These are the parts required for replace- 
ment and this is their price." However the "all in service* 
contract that goes with hiring is more beneficid as, the 
rental terms include supply of spares free of charge. W e  
found that the annual recurring charge for hiring would 
be Rs. 2.7 lakhs. compared to the recurring charge 



of Rs. 3.15 lakhs, had we @me in for outright purchase,. 
taking the life of machine as 10 years.'' 

3.58. h regard to the life of the equipment the Committee pointed' 
out that there appeared to be a wide variation between the concep 
tual life and actual life as was apparent from the fact that against 
the assumed life of 5 or 6 years the machines had been wed for 10' 
Years. 

In this connection the Secretary, Ninistrg of Communications 
atated: 

'This is a unit record machine and taking the life: as 10 years 
would lx very realistic." 

3.57. The Committee were informed that scores of IBM machines 
having no book values were in circulation, earning machines rentals 
a t  fixed rates. It was further revealed that while IBM recovered, for 
most of- the machines, depreciation based on 4-year life, such 
machines lasted for many more years. Another interesting feature 
of these rental machines was that most of them had a l r d y  served 
elsewhere, in other developed countries, the best part of their useful 
lives. When they became obsolete in those countries and therefore 
scrapped, such machines were being imported into India on an 'As 
Is' basis, refurbished and circulated as rental machines earning reve- 
hues at fantastic rates. 

3.58. During evidence the Committee enquired whether at the. 
tfme of hiring IBM machines, the user Departments were aware that 
they were getting only reconditioned machines and whether any 
stipulation was made to the effect that only brand new machines 
Would be supplied by IBM. A representative of the Department of 
Electronics stated in this connection: 

%%en it  is a question of hiring, normally, the manufactuers 
should see that this system fulfils a particular perform- 
ance. They do not firstly nqrmally stipulate that this is 
a brand new or a used system because a particular system 
must perform to certain stipulated performance levels. 
And that is what they ensure, I can assure you that cur- 
rently, with regard to all negotiations for purchase of com- 
puters, we invariably ask ewh of the manufacturers to 
conbn that the equipment that will be given to us is a 
brand new or if the accessory elements of the gystem aFB 



reconditioned. Some manufacturers find i t  convenient if 
some of the old peripherals which are essentially mecha- 
nical in  character are re-conditioned by them and sold by 
them. Within the total system some of the peripherals are 
reconditioned and this is what they tell us. Sometimes 
we can also negotiate with them that if they are recondi- 
tioned then there should be reduction in prices. We shall 
ask for the reduction if the systems are obtained through 
outright purchases." 

He added: 

"Normally we do not have that advantage when we hire 
them because there is no difference between the charger 
for hiring an old machine or a brand new machine. They 
charge the same rate for the old machines invariably. The 
machines supplied by them have to perform at a particu- 
lar level." 

C. Reasonableness of Terms and Conditions of Agreements with 
IBMl ICL 

3.59. The Committee's examination of the purchaselhire by Rail- 
ways of data processing equipment from IBM and revealed that -he 
firm had been imposing its own terms and conditions on the Govern- 
ment. The Railway Board had informed the Committee that ' m e  
form of agreement entered into with the IBM is the one prescribed 
by them universally. A comparison of the clauses in the I.B.M. for- 
mat with the standard conditions of contract prescribed i~ the Indian 
Railway Stores Code reveals that generally there are no conditions 
In the former w.hich are fundamentally divergent from, or in con- 
flict with the standard conditions of contract. In regard to the s p  
cia1 provisions in the I.B.M. agreement such as for prices payable, 
delivery schedule etc., i t  may be clarified that even if the standard 
conditions af contract would have been adopted, the conditions pres- 
cribed by the IBM would have been incorporated as special con& 
tiom." 

3.60. The Committee enquired whether the terms and conditions 
of the agreements entered into by the various Ministries/Deparf- 
ments conformed to the standard terms and conditions. The replies 
furnished by the Ministries/Departments on this point indicated that 
in cases where the acquisition of equipment had been routed through 
the DGS&D, the indenting Ministriespepartments completely 
43LS-l 



relied on the DGS&D in so far as the terms and conditions of agree- 
ments were concerned. In  cases where the Ministries/Departments 
had entered into agreements directly with the supplier firms, it has 
been stated that IBM/ICL have their own standard terms and condi- 
tions and on entering into any contract with them one had to execute 
the agreement on their standard form only. 

3.61. The Committee desired to know whether before accepting 
the terms and conditions imposed by the supplier, any attempt had 
been made by the user Departments to examine in detail the reason- 
ableness of these terms and conditions or whether they were merely 
talcen for granted. The Committee also wanted to know whether 
any legal opinion had been obtained by the user Departments about 
the reasonableness of these agreements. Some of the replies received 
on this subject are indicated below:- 

(i) Air India 

"The standard terms and conditions of purchaselhire of 
equipment from IBM were found acceptable and hence 
were agreed to by Air-India. No special attempt was 
made to examine the reasonableness of the terms and 
conditions of I ' M  by referring them to legal experts 
withi? or outside the Corporation. The arrangements 
with IBM have been found to be working satisfactorily." 

(ii) lndian Airlines 

"The terms and conditions laid down by the suppliers were 
standard ones. However, they were considered to be 
reasonable." 

(iii) Registrar-General of India 

"The terms and conditions offered by the firm were the 
standard terms offered by them to other organisations. 
The reasonableness of the terms and conditions were 
not specifically considered in detail." 

(iv) Central Bureau of Investigation 

The agreement entered into with the IBM for the hiring 
of the data machines was not accepted in toto but was 
duiy examined in detail by .our Legal Adviser who had 



suggested the insertion of the following clauses in  the 
Agreement :- 

(i) No travelling expenses were to be paid to the IBM re- 
presentatives in respect of machines located a t  New 
Delhi; 

(ii) The IBM shall bear all expenses concerning return of 
equipment provided equipment was being returned on 
account of mechanical replacement; 

(iii) There should be clause to provide for adjustment/re- 
pairs/replacement at the risk of the IBM; 

(iv) The arbitration clause suggested by the IBM, namely 
that the arbitration should be by an Indian Council 
of Arbitration should not be accepted but hrbitration 
should be by an officer of the Ministry of Law; 

(v) It should be specified in the agreements that the notice 
concerning termination of the contract could be given 
by the signatories on both the sides. 

The suggestions a t  ( i ) ,  (ii) and (v) were accepted by the 
firm and were incorporated in the agreement executed 
with the firm. They did not agree to (iii) i.e, repairs at 
their risk. As it was thought that repairs may not be 
necessary, incorporation of the condition was not insist- 
ed upon. About (iv) arbitration, the IBM did not agree 
to the condition suggested by the Legal AdviserICBI as 
no such arbitration clause had been insisted upon by 
other users e.g. Registrar General. I t  was, therefore, 
decided not to have the arbitration clause." 

(v) Planitit~g Commission 

"After the grant from the Ford Foundation had been accept- 
ed in consultation with the Ministry of Finance, the IBM 
had sent a standard agreement for sale execution in the 
Planning Commission as purchaser. Advice of the Min- 
istry of Law was obtained on this whether there was 
any objection to the execution of the sale agreement. 
The Ministry of Law, while mentioning that in some 
ofher contracts some changes were asked for but the 
IBM did not depart from their printed terms, cleared 
the 'sale agreement'." 



(vi) Directorate of Economics and Statistics 
"The agreements signed by this Directorate i n  respect of data 

processing machines were as per standard forms forward. 
ed by the IBM/ICL (who are the sole suppliers of such 
machines in India) withopt the addition of any special 
clauses. 

As the same furrns for agreements entered into with these 
firms have been used by other Government Departmen% 
it was not considered necessary to obtain a legal opinion 
behre finalising the agreements." 

(vii) Department of Cmmercial Intelligence and Statisties 

"No attempt has been made in the past to examine in detail 
the reasonableness of the terms and conditions of the 
contract before the agreementj were concluded. The 
terms and conditions of the supplying firms have been 
accepted since it was said that they are the same to the 
customers thrx~ghout India." 

(viii) Overseas Cmmunications Service 

"The terms and condition; for hiring of the IBM Data Pro- 
cessing machines were examind for their reasonableness 
I t  was also ascertained from other user Government De- 
partments and Public Sector Undertaking? that they had 
accepted the IBM terms and conditions without altera- 
t i~ns .  Thereafter, the agreements with IBM were con- 
cluded by OCS accepting the terms and conditions in toto. 

No legal opinion was sought for before entering into the 
agreements with IBM. At that time it was not considered 
necessary to do so on the bask that other users Govern- 
ment Departments and Public Sector Undertakings had 
accepted similar standard terms and conditions offered by 
IBM." 

(ix) Institute of Sacretarkt Training and Management 

'The machines like tabulators, sorters were considered in& 
pensable. The ICL had their own standard printed terms 
and conditions of sale and hire, and they were agree  
able to supply the equipment only on sending to them the 
order firm which contained a provision that the purchaser) 
hirer was agreeable to the supply of the equipment upon 
the conditions printed on the reverse of the order fo rm 



The Ministry of Law was not consulted befor,e accepting 
the terms and conditions of sale and hire." 

@) Union Public Service Commission 

"M/,s. ICL have their own standard printed terms and 
conditions and the user Departments have no option but 
to accept them if the machines offered by them were 
required. In other words the option was to accept the 
terms and conditions and the rate quota3 by them and 
acquire the machines or to reject the terms and conditions 
and to do without the machines. Except IBMIICL there 
was no other firm who could offer these machines. The 
Ministry of Law was consulted in 1948 about a specific 
condition appearing in the terms and conditions at that 
time, a copy of which was sent to them and their advice 
was obtained and utilised. After that there has been no 
occasion to refer the terms and conditions to the Ministry 
of Law because there waij no ambiguity in the terms and 
conditions offered and as stated above there was no option 
but to accept the terms and conditions, if the machines 
were to be obtained from the said Company." 

'Tt is true that the agreements for the hire of Computers had 
been entered into with the firms concerned on the terms 
and conditions offered by them. Since these terms were 
found to be the standard rental terms offered by the 
respective firms to all users, including the Government, 
they were accepted. The acceptance of the terns  was in 
fact done after the hlinistry of Law had been consulted. 
There was no attempt made to examine in detail the 
reasonableness of the term? and conditions" 

nAt the time of installation of the 5 IBM punches and veri- 
fiers on hire in 1968, the s tandad rental terms offered by 
IBM were referred to Ministry of Law. The Ministry of 
Law (Department of Legal Affairs, Advice A, Section) 
vide their U.O. No. 1152/6&ADV (A) dated 20-2-1968 
stated "the agreement form is in the printed form of the 
company and appears formally in order from legal stand- 
point." After the clarification, when hiring of similar units 
from TBMfICL was under consideration, on subsequent 
occasions, no such reference was made to Law ~inls t ry ."  



3.62. From the above it is clear that no real attempt had been 
made in the past to examine carefully the reasonableness of the 
terms and condition: offered by IBM/ICL. Even the DGS&D, which 
is the Central Purchase Organisation, have accepted the terms 
offered by the respective firms as "standard rental terms". The 
Ministry of Law was also consulted in s ~ m e  case; for advice on 
specific points but as pointed out by the Planning Commission, "The 
Ministry of Law, while mentioning that in some other contracts 
some changes were asked for but the IBM did not depart from their 
printed terms, cleared th,e 'sale agreement'." 

3.63. The following extracts from a letter written on 8 July 1974 
by IBM k the Director General of Supplies and Disposals in con- 
nection with the supply of IBM Machines against DGS&D Tender 
Enquiry No. 220/05/101/7-6-74lCELL dated 1st July 1974 are rele- 
vant in this context: 

"We would like to bring to your kind attention that i t  is 
IBM's standard policy to enter into agreement for purchase 
of IBM machines as per the form (3 copies) attached 
herewith. We would, therefore, request you to kindly 
sign and return these for placing the machines on order. 
On receipt of the agreement the machines will be sche- 
d u l d  for production and delivery as per the terms of our 
qi~otation. In case it is not possible for you to sign our 
agreement, all the conditions of our agreement should be 
recited in full in the Acceptance of Tender." 

3.64. Since the IBM/ICL had been imposing their own standard 
terms and conditions, which the user Departments had to accept, the 
Committee desired to know whether there were any differential 
formulat!ions in these contradts and whether the;e had been 
criticaliy examined by the DGS&D, as a Central Purchase 
Organisation. Tn a note. the Department of Supply have stated: 

"As far as purchase is concerned, the DGS&D has had occa- 
sions to scrutinise the terms and conditions quoted by 
ICL and IBM for the purchase of their machines in connec- 
tion with the indents placed by some indenting depart- 
ments. Since the standard terms of these firms were not 
in  conformity with the general terms and conditions of 
the Central Purdhase Organi-ition, negotiations were 
carried out with the concerned firms. As a result of these 
negotiations, the final sets of mutually agreed t e rns  and 
canditions are more or less in conformity with the standard 
terms and cdnditions of the DGS&D. 



As far as hiring of computers and allied equipment is con- 
cerned, the DGS&D has no standard terms and conditions 
as hiring of any equipment is not part of the scope and 
functions of the DGS&D. The DGS&D has for its own use 
however, hired certain peripheral equipment, punches, 
verifiers, tabulators, etc. frum IBM and ICL on the firmz) 
standard terms." 

-3.65. In another note, the Department of Supply have stated: 

"As far as the reasonableness of the terms and conditions of 
any contract is concerned, it would appear to be wholly 
an administrative matter on which a decision can rightly 
be taken by the administrative Ministry, in this case the 
Supply Department. The Law Ministry ha; of course to 
be consulted wherever a question arises abmt  the legality 
of any proposed provision in a contract. The legal experts 
are also invariably consulted in order to make sure that 
every contract fully and correctly expresses the intentions 
of the parties. Ln thi-, background, the Supply Depart 
ment and the DGS&D did not find any occa5ion to seek 
the advice of the Law Ministry on the reasonableness of 
the terms and conditions offered by the suppliers of com- 
puter and data processing equipment." 

3.66. During evidence, the Committee asked whv terms and con- 
ditions which were in full conformity with DGS&D requirements 
could not be arranged. The Secretary, Department of Supplv ex- 
plained that after negotiating with IBM. the DGS&D were able to 
narrow down the variations between the terms offered by IBM and 
1CL and those acceptable to the DGS&D. 

3.67. In reply b question as to why Government should be 
bound by the terms and conditions offered by these firms and why 
the user Departments should not bug/hire on their own terms. the 
Secretary. Department of Supply stated: 

"I would like to anqwer this question this way. Actually, in 
the case of IBM. when I submit the statement to the Com- 
mittee, it would be seen that they have surrendered on 
more terms of theirs than we have surrendered on our 
terms. The p i n t  is that there are two different sets of 
terms. There must be a meeting point. After all what fs 
meant by negotiations? You cannot think of negotiations 
when one party goes away with all their victory. Ac- 



. ' 
tually, the point is: LBM is a firm doing business the world 
over and they have a standard set of terms which they 
apply to all countries which purchase." 

He further explained: 

'Wherever a proprietary article certificate is given by the 
indentor, we have to naturally try and purchase the 
article fmm the single suppilier to whom the tender 
enquiry ha: been released. When the single tenderer 
comes with his standard terms which are divergent from 
the terms we want naturally we have got to get to a 
negotiating table and a t  the negotiating table it depends 
upon how much negotiating capability there is in respect 
of each term. I would like to present before the Com- 
mittee one term where we scored a win. They wanted de- 
livery period based on receiving contract and import 
licence by 5-11-1971. We were able to negotiate guaran- 
teed delivery p e r i d  from the date of iswe of acceptance 
of tender. Irrespective of when we gave import licence 
we insisted on guaranteed delivery period from the date 
of issue of acceptance of tender. We made them agree to 
this term. Seondly, they wanted the price currently 
prevailing in their country and changes, if any, to be 
notifid bv them. We said nothing doing." 

3.68. The Committee pointed out that apart from the DC;S&D 
who might have, as a Central Purchase Organisation, carried out 
some negotiations with IBM/ICL to arrive at mutually acceptable 
terms, all other user Ministries/Departments appeared to have 
reconciled themqelve; to the fact that there was no alternative but 
to accept the standard terms and conditions offered by these firms. 
h this connection, the Secretary, Department of Expenditure stated: 

"The purchase contracts are very common and are not restric- 
ted to a few contracts with multinational companies. We 
try to enforce our standard contract forms within the 
country and even outside the country with relatively 
small suppliers where our bargaining positian is very 
strong but in the case of an international monopoly firm 
we have to get down to negotiating table. This was not 
peculiar to IBM contracts." 

3.6%. The Committee enquired whether it would not be desirable 
that In the matter of hiring of equipment by Government Depart- 
ments, DGSdtD should be involved for laying down a policy as t c ~  



whether outright purchase or hire should be taken recourse to and 
what should be the terms and conditions thereof. The Secretary, 
Department of Supply stated: 

"W,e could look i n ~ o  th;. But, as far as the hiring is concerned, 
as I said, since we are not at  all being associated or invol- 
ved in the hiring of equipments by other Departments, it 
wxdd  perhaps be a little out of our jurisdiction to try to 
force the other departments to follow the same terms that 
we  may like to lay down." 

He added: 

"In the long run, i t  would appear that it is a desirable thing 
to do because, since the;e are activities of hiring which 
involve lot of Government funds, we feel that some 
standard terms could be followed by the Government." 

3.70. Referring to the hiring of equipment the Committee pointed 
out that after negotiating with the supplier firms, DGS&D could 
perhaps lay down some standard forms which may be followed by 
all other Ministries/Departments. The Secretary, Department of 
Supply stated: 

"A very important suggestion ,has been made here and I 
would agree that it is a desirable thing to do. I would 
certainly request the DGS&D to go into this now and 
evolve certain standard terms and conditions which we 
should try and persuade the suppliers to conform to." 

3.71. The Committee asked whether in order to judge the reason- 
ableness of the prices charged by IBM/ICL. any market intelligence 
was obtained by the DGS&D. The Secretary, Department of Su~pi!. 
stated: 

"May I say this? First of all the computer or a sophisticated 
equipment like the computer has got many facets a d  
many applications. It  is so even in the small calculators. 
Some people want memory and some people want recall. 
Therefore, what happens is: we get very specific 5pecifica- 
tions. If we get broad based specifications, it is possible 
for  us to try and see whether we can get it a t  a reducd 
price. Sec3ndig, unless an indent is floated or an order 
fs placed the sellers do not give vou a price quotation In 
definite terms. That is one of the problems we have. 



Suppose we want to buy a ship, unless we specify the 
kind of ship and we place an indent or give clear speci- 
fications of what we want, no supplier the world over will 
quote a price and this is particularly so in regard to sophis- 
ticated equipment. We may make a hunch or guess that 
this must be roughly the price; in clear terms you cannot 
get the price. The moment a tender enquiry is floated on 
a single tender basis, there is no chance for us to get the 
price, especially when the item is so taller-made; the 
specifications and parameters are very specific; t h e  are 
not broad specifications." 

3.72. In repiy to a question whether at least as a guide to r 
future policy, market intelligence was felt to be essential in order to 
check the prices paid, the witness stated: 

"I should like to take the cue from you and we should get in 
touch with the electronics departments. They are the 
lspecialists on this and they would probably be in a 
position to give us in small tables which particular types 
of computers are comparable so that we shall try and get 
the prices." 

3.73. The Committee's examination of paragraphs 42 and 43 of 
the Report of the Comptroller and Auditor General of India for the 
year 1971-72-Union Government (Railways) relating to installation 
of computers on Railways had revealed that in the contracts entered 
into with IBM, the purcha3e price or the rental was expressed in 
terms of foreign currency. In para 1.40 of their 127th Report (F'ifth 
Lok Sabha) the Committee had inter alia observed: 

"Surprisingly, the hire charges were expressed in  terms of 
dollars although the firm was operating in India am3 the 
payment in terms of rupees went up after devaluation in 
June, 1966 to the great advantage of the company and to 
the serious disadvantage of the Exchequer." 

3.74. The Committee desired t~ know in how many cases the 
purchase price or the rental value had been quoted in foreign cur- 
rency for payment in  Indian Rupees. The Ministry of Finance ham 
furnished the following statement in this connection: 

' ' 1 .  Plqnnin~ Comml;s~on (Computer The price of equipment purchaqed Initldly 
Ccntre) in 196.9-65 was quntecl in U.S. dollma but paid for by Ford Foundation in USA. 

All other equipment was quoted in rupees. 



1. CW & P.C. (R-:earth Station) Initially the rental was expressed frcm 
28-12-66 to 30-9-67 in foreign curre- In 
December, 1966 the rental was: US $ C9 
per month. From 1-1-67 to 30-9-67 
$ 72 per month. From 1-10-67 onwarfJ 
the rental charged was expressed lo 
Rupees. 

3. Ministry of Railways 

4. C.B.I. 

S.  Department of Spa& 

To  end of 1967 the purchase pricelrental 
charges were expressed in terms of US 
dollars. From January 1968 the same have 
been expressed in terms of rupees and 
all the previous agreements have been 
m&d accordingly. 

Although the rates were initially qucted by 
the firm in US dollars, the payment> were 
made in Indian rupees in terms of agree- 
ment. 

Purchase prices/rentals were not expressed 
in terms of foreign currency except in 
case: of PDP I1 Computer purchased by 
Indian Scientific Satellite Project frcm 
Digital Equipment Corporation. 

6. D:partrn:ntofD:fence Production Hire charges in original c o n t r a  were ex- 
pressed In terms of US dollars t u t  pag- 
ment was to be made in rupees only, but 
this was subsequently changed to rupees. 

7 .  M'nistry of C3mmerce (Deptt. of Originally, the price of Machines was billed 
C )mm:rcd Intelligence & Statistics) in US dollar:., but paid in Indian Rupees. 

Tne Company has however been biUing 
in Indian rupees since January, 1 ~ c 8 .  

8 .  C 11ef C mtrollcr of Imports and Ex- Tne Agreement for purchasing such macl-.lner 
ports frc.m IBM ws-ar entered ~ n t ( \  CS dc ILvs 

conver t~hle in Ind~an rupees. 

O. D:pirtm:nt of Statistic5 [C ,mputer Purchse price of Computer and accessmies 
Centre) was expresscd in terms of forelgn cur- 

rency. 

3.75. In reply to another question as t~ what was the uptodate 
extra payment on account of devaluation of the rupee in 1966, the 
Ministry of Finance have stat&: I 

"In most cases, no extra payment was involved as the purchase/ 
hiring was done after the devaluation. Only the fobw- - 
ing extra payments on account of devaluation were made. 

(I) Minisby of Railways Rs. 18.9; lakhs as additional rent. on 
account of purchase and verifiers in 
at the t b :  of devaluation. 

(a) Ministry of C )mmerce (Depn. ofCI&S) Payment was made at the official rate cf 
exchange upto December, 1967. Thu 
the mount at higher rate a paid for 
some months. 

4 3 )  C.C.I. h B. A marginal e p a  payment of Rs. 93t733 '1Z  
was made. 



5.76. During evidence the Committee asked why the Chief Con-. 
troller of Imports and Exports had accepted the IBM terms of con- 
tract which inter alia stipulated the prices in a foreign currency 
for payment in Indian Rupees. The Secretary, Foreign Trade 
stated: 

T h e  purchases of the machines which had been made by the 
Chief Controller of Import-, and Exports were based on 
the assumption that these were the standard clausep in the 
matter of sales of all machines by the IBM to all end- 
users. The Chief Controller had made his own consul. 
tations and he was asured  that these provisions in the 
contract were sort of standard provisions and I find from 
the file that he had raised the question about the price 
being quoted in dollars as against rupees and he had 
taken up this 'matter specifically with the IBM people. 
But, after a serie; of discussions with the IBM, he was 
persuaded to accept the standard form offered by the 
IBM, and that is why, there has been this particular 
  la use.^ 

3.77. When asked why the Law Mihistry was not consulted 
Isofore accepting the terms, the Secretary, Foreign Trade stated: 

"I can only state the facts as on the file. Your statement that 
the Ministry did not consult the Law Ministry on the 
provisions of the contract is correct. As to why Law was 
not consulted, I can only offer an explanation on the lines 
of the earlier one I gave. The CCIE after discussions and 
consultations with others mncerned came to the conclu- 
sion that these were the standard prevailing provisions in 
the ~ n t r a c t  of IBM and since the equipment concerned 
was what we had described as a proprietary one, he 
naturally felt he had to accept the provisions provided in 
the draft contract offered by them." 

He added: 

'The  Chief Controller of Imports and Exports after consulting 
various department-, which had purchased such machines 
from IBM and after failing in his attempts to persuade 
IBM to change that particular clause regarding the rupee- 
dollar parity mentioned there, persuaded himself that 
there was no other alternative but to accept the clause." 



3.78. On being pointed out that even though the purchase of 
equipment was inescapable, the imposition of a particular form caf 
.contract &odd have been avoided, the witness stated: 

"I fully agree that any purchase to be made in our country 
should not have had the dollar-rupee parity clause. But 
going through the files, I find the CCIE had himself raised 
this question and had a discussion with IBM protesting 
about this type of provision But finally he himself 
agreed." 

He further added: 

"All I can submit is that the CCIE in that case followed the 
general practice that had been followed. Of course it is 
no excuse or defence for him He should have proceeded 
about his own business on its own merits. I am only 
saying that he had made enquiries, according to the files 
before me, and fimnd that in all the cases of supply of 
machinery by IBM, this particular provision was insisted 
upon and he accepted it." 

3.79. In regard to the reasonableness of the terms and conditions 
quoted by IBM, the Secretary, Foreign Trade stated in evidence: 

"Very plainly, and frankly, when the purchases were made by 
our Department, we had not gone into the various ele- 
ments which constitute the price. I am sure that if one 
central purchase organisation is responsible fur these 
purchases, they would probably take all these into account 
and they would also take the advice of the various tech- 
nical authorities concerned in arriving at a conclusion 
whether the price quoted is reasonable or it  involves an 
evasion. I should say very frankly that when the original 
purchases were made, there is no evidence on the file to 
show that such detailed enquiries were made, to find out 
whether the prices quoted were absolutely the lowest 
price to be paid, or whether there wa: anv element cU 
evasion of tax or of other types of rey.enue." 

3.80. The Cornit tee asked whether before accepting the spechl 
stipulation regarding payment of price in terms of dollars, the 
Ministry of Commerce had consulted the Ministv- of Finance. The 
'Secretary, Foreign Trade stated: 

"At the time of purchasing these machines, most of the foreign 
suppliers were insisting on some parity with the doll- 



because of the violent fluctuations in currencies in 
developing countries and also because of the possibility 
of devaluation. In the normal course, no purchase should 
have been made of an item available in India, that is, a 
non-importd item, with the clause of dollar rupee parity 
in it. But, in this particular case, IBM appeared to be 
insisting on that and appeared to be following it as a 
regular pattern with all its customers. Therefore, if I 
may say so, the CCIE had to accept these terms of IBM, 
becau=e there was no other way of getting this." 

3.81. In reply to a question whether this particular clause was 
brought to the notice of higher echelons in the Government, the 
Secretary, Foreign Trade stated: 

"This particular clause was then known b the Ministry of 
Commerce. I am not quite sure whether the Ministry of 
Finance was given an opportunity to go into these terms. 
While going through this issue-and this is only a s u p  
plement to what I am saying-I found that the DGS&D 
itself had entered into a contract with a similar payment 
clause about rupee dollar parity. Of course, I am not 
saying that what; happened later could have been an 
example for something which happened earlier. I am 
only saying that this had been a common practice with 
the DGS&D or with other purchasing departments at that 
time at least with IBM machines." 

3.82. When the Committee pointed out that the acceptance of such 
a clause was extremely strange and undesirable, the Secretary, 
Foreign Trade stated: 

"I agree with you. That is why later a decision was taken by 
the Government not to have this type of clause and that 
payments should be only expressed in rupees." 

3.83. The Committee asked the Ministries/Departments to indicate 
the basis for the fixathn of hire charges by-1~~/1cL From the re 
plies received it is seen that the MinistriedDepartments bad no idea 
as to how the rentals were fixed by the supplying firms. The Central 
Statistical Organisation (IS. Wing) Calcutta has stated in this con- 
nodion: 

"The basis for the fixation of hiring charges has been deter- 
mined by the concerned Arms (monopoly business) and 
accepted with the consent of the competent Authority .* 



The Registrar General of India has stated: 

"The firm has monopoly in this field and hir,e charges are as 
per their terms." 

The Director of Economic-, & Statistics has stated: 

"The hire charges quoted by the firms are applicable to all 
other users in the country." 

The Department of Commercial Intelligence and Statistics has 
rtated: 

"The basis for the fixation of hire charges by the firms is not 
known to this Department. It  is, however, understood 
that the firm-, have been charging 'one time installation 
charges' to recover the import duty on any imported com- 
ponent of the machine." 

3.84. In regard to 'one time installation charges', the Department 
of Electronics has, in a written note, stated: 

"On a query with Messrs, IBM World Trade Curporation they 
had clarified the basis for 'one-time installation charges' as 
under:- 

"One-time Installation Charges are comprixd of all costs asso- 
ciated with the moving of the equipment from the supply- 
ing source to the customer locations. These c s t s  include 
casing and packing, freight. insurance, rigging and dray- 
age, customs duties, clearing and handling expenses, etc. 
T h e ~ e  costs, which are not remvered in the international 
base price are recovered separatelv from the customers on 
actual or average basis." 

On further clarification, IBM have informed that duty elements 
on imported components in respect of indigenously manu- 
factured equipment5 were also recovered through such 
one-time installation charges. 

Such duty elements should get included in the e3-facbry 
prices of the equipment. This aspect has also come up for 
consideration by the Inter-Ministerial Group going into 
the prices/rentals of IBM and ICL and will get elaborated 
in their Report." 



3.85. The Railway Board had informed the Committee (19'73-74) 
that: 

"The basis on which rentals for computers were fixed by IBM 
is not available with us. To a subsequent query the firm 
have, however, clarified as under: 

"IBWs rental and purchase prices throughout the world and 
in India are standard and uniformly applicable to new or 
modernized equipment. The monthly Availability Char- 
ges (commonly known as rental) are based upon the 
equipment availability and machine service and not on 
the status and/or age of the equipment i.e. new or moder- 
nised machines." 

3.88. The Committee desired to know whether there had been, at 
.any time, a critical review and evaluatim of the agreement-, entered 
into by Government Departments with IBMIICL with a view to 
ensuring that money's worth was obtained by way bf adequate sep 
vice. In a note, the Department of Electronics explained: 

"According to information currently available with the De- 
partment of Electronics, review and evaluation of agree- 
ments entered into by Government Departments with 
IBM and ICL have been carried out by some Government 
Departments primarily with regard to the performance 
of the equipments and the maintenance and other support 
obligations contracted for." 

3.87. However the replies elicited from other user ~inls t r ies i  
Departments indicated that no such review had been underlaken b e  
cause the services rendered by these companies were considered to 
be quite satisfactory as they were prompt in attending to the occa- 
sional mechanical defects and periodic servicing of the machines. 

3.88. In regard to the review of contracts entered into by Rail- 
ways with IBM, the Committee (1974-75), in paragraph 1.8 of their 
165th Report had observed: 4 

"The Committee note further that the Railway Board have 
initiated a dialogue with the IBM with a view to explor- 
ing the possibility of revision of the current contracts with 
a view to obtaining terms more favourable to Railwaya 
The Committee would like to emphasise that in the light 



of the  critical analysis made by them i n  their 127th Re- 
port  the Railway Board, while negotiating with IBM will 
do its best to ensure that  a satisfactory new contract 
emerges as  a result." 

3.89. In  their action taken note furnished to the  Committee on 
2-12-1975, the Railwav Board have intimated:. 

"The Railway Board have carried out  prolonged ncgrltiatinns 
wiih tile !EM 1-~r. oi~taining more fa:.o:~ra'ijle tt:rms nnd as 
a result thereof. some sig~iificant c?ncessior!i h n ~ - e  heen 
obtained. ' f i e  negoliations with IC3I started in Xay, 
1974. Initially, IBhl n7erc fo~ini l  :~n:i-i1li:-z tf. ro~- ; i r le r  
any change in the terms of thor! c-n:!,act an:: socn i t  ap- 
j~)vL,:.c~l .r!:i I t ' i t  ~n;,:ic,r \ T ; i ~  i ? ;cyr :~l  t1.1~ ryompe!cnce of 
the local IBII  Mnn:!ceme~t .  Hr:nscver. a?  a result of the  
pressure sustained b ~ .  t h e  E 3 i l w a ~  Bmrd, some sei?i:?r 
.!,;~;ii:; . > "  I!;:: I ,r(.; .l  I1;li.T C1f:ic.e f i : - ~ ~ ~ r . c - ; c j  to their I-Ici;d of,,: ' 

Office in Ken7 York to seek instruction:; in the mattcr.  As 
a result, the IRM came up ~ v i t h  a proposal in November, 
1974 to reduce t h c  rentals of all the con?p~lters of 1400 
series by approsinlately 11 per cent \v.e.f. 1-11-74 (t!~i.i re- 
duced the rentals paid b!. the  Railways by abut 11 inkhs 
per annum) i t  may be pointed out  that while the redue- 
tion in rentals offered by the IBM was the outcome of 
the  Railways Board's discussions with them, the c o n x s -  
sion had to be offered hy the IBV to all its customers in 
India, whether in the G o ~ e r n r n e ~ t  or in the public'private 
sector, thereby resulting in a substant2al s w i n g  for the 
Government and public sectors. 

T h e  reduction offered by IBnI could not be called m e a p  in 
absolute terms; nonetheless i t  fell much below the ex- 
pectations of the E;iln.ny Board. The matter w?s ?li~ 
reported to the Department of Electronics. as alsc, to 'he 
Inter-Ministerial Working Group appointed to ! o ~ k  ,?to 
the business practices of the computer Firms in India. 

Subseq~~cn t ly .  on 27-5-75 the IBM came fonvard n-lth a furth >r  
reduction of rentals w.e.f. 1-6-75. In total, the reduction 
now offered by them (including the reduction offered ear- 
lier) comes roughly to 31 per cent of the rentals (about 
30 lakhs per annum for  all Railway installations)." 

a LS-8 



3.90. The Commit:ee regret that their examination of this wide- 
ranging issue ha$ broiig-ht out wme distressing features. Except 
for a few instances, almost all Departmmts had purchased compu- 
ters data processing equipment dil-cctly and not procured them 
through the Director General of Supplies and Disposals, although 
the General Financial Rules and the provisions of the Manual of 
the Director-General o$ Supplies and Disposals, required such pro- 
curement to be made through DGS&T) only. One of the com- 
mo:i cxtblanations advanced waq that t h s  cun:p~itcr other data 
processing equipment obtained by thc user Xkpnl-trnents having 
beell of a proprietory nature, it was not considered nem\sary to 
route their requirenien:~ through the DCS&D. The Secretary. 
Department of Supply. however, w=s ~ o o d  enoagh to go on record 
before the Committee that even in the caw of 'proprictory items' 
the  user Deparhnents should ha1 r ; ~ ~ k c d  DGS&D to prornrc it 
The  Secretaries of the Departments of Supply, Foreieu Tradc and 
Expenditure have also conctded that it wa\ a mi\Lukc on the part 
of the user Departments to have ignored the exi\tin;: proccdurc 
and they should not hate resorted to dirt& procuretnc~~t  from the 
supplier firms, without seeking special exemption from DGS&D. 

3.91. Another somewhat disconcerting ;cb:*ture oi the multi- 
facet story of Government's acquisition ol ,-wuputey\ is that barring 
a few Ministries all others had procured the computrr'data pro- 
cessing equipment without floating any tenders on the plea that 
such items were of a propriotory nature. The exwplions have 
been (1) The P & T Department who obtained the coiiipi~ter from 
Elliot Bros. after floating global tenders (2 )  Chief Controller of Im- 
ports and Exports. (3) Overseas Coniniunicatian Service, ( 4 )  De- 
partment of Commercial Intelligence and Statistic+-wliose tendcr 
enquiries, however, were restricted only to Intornational Business 
Machines and International Computers Ltd. The Committee recall 
tha  during evidence, the Secretary, Ministry of Communications 
r a u c h d e d  his opinion based on the experience g-ained in their own 
purchases, that by inviting global tenders better terms than those 
d v e n  by International Business Machines codd  have been obtained. 

3.92 Another significant lacuna noticed by the Committee i s  
that whereas under the  General Financial Rules the Ministries are  
-ted to route their purchases through D G S & D. they do not, 
in eases of hiring, have to go through that filtering process. Several 
Departments of the Government were seen to have hired compu- 

fats/dnta processing equipment by direct n-otiatiom with the sup- 



pliers. This happened in spits of the view of the Sec~etary  of the 
Deparment of Supply that hiring was intcr-linked with the ece- 
nomics of purchase and it was desirable to entruh: both these 
act;v;ties to DGS&D. 

3.93. From the infori~ation furnis!!,sd by vario~l-: !It-partments i t  
appears thpt except for a fcw rcrent ac.quicitions r(.ii,:i:r-r ha:; been 
placed aln1oc;t entirely on the western countries and I r e d -  m a r k d s  in 
tkn ?:ociali,.t cc!:lntries ha\,cl ill;# hcen n d e y ~ a t c ! ~  espi ! t ie : l .  The re- 
~ c c ~ c - . I : ; I : ~ ~  ,. 1 ) r  '!,( Ik:n;)-tl~llx.l! of Electrcm:ci; dr!ritli his evidence 
arlmittr4 thaf this I);ld pcrhcins hcen due to g- . .  : i l l  !I-..- information 
avail7blc t : )  <:o:.crnr??ent ti';! 1972 a h ? '  c o n  a procesing 
equipment thilt conld he procured from the ITSSR. 'I tii\ does not 
s:l:~111 particularly valid. yinrc Inda-Sol-iet re la ti or?^ hit7.t. heen qrow- 
i n  v r  h I : ; t o n  a .  thven to have 
b c c . ~ ~  ~:rc .xc~~ tc , l  i n  tllr Indian Statistical Institute d i .~ r i  . y  th.2 fifties. 
I t  is nc:dlr~:, alio to poitlt n ~ ~ t  that pllrchasc.; from tilt. T..'SSR and the 
socialist rountrirs of East Europc had the additiol?:!! ;bdvantap of 
being covered hy bilateral trade ~ g r w m e n t s .  The Cctmnittee trust 
that the Department of E1,ectronics will in fut1.1re. \! liilc processing 
the requisitions for procurement of such computer, ria:;r processing 
eq~~iprnen t  for Government Departments as are n o r  ir.anufactursd 
within the country would explore the possibility of importing them 
on campet i t i~ . .~  tcrins fmrn countries inclnding USSR and other so- 
cialist countries. 

3.94. The rtprc~srntativc of the Departn~cnt of Expe~iditure in de- 
fence of the proccd ure followeJ by the Departmeut- in p~lrchasing 
hiring computers, data processing ocluipnients etc directly from 
IBM'ICI, stated during the course of evidence: 

"If we now consider that they did not have . .icnr[;h knowledge 
of computer technology or that the;v di : r b c ~ t  know colr- 
puter software well enough and they allrb. sd themselves 
to be spoon-fed by IBM salesmen, the Finance Ministry 
was certainly in no better position to cldjr~;tirate between 
one p r o p e d  computer system and another. .  . . . .! 

By hind sight or Setter analysis now w e  say that if in 
1968 a suitable group of compu!er specialists had been go$ 
together to analyse the alternative software systems a d  
then gone out to a world bid and taken an ltalian or Bri. 



tish computer, we might have saved 50 per c m t  of the 
money over the period. I t  is in that way that the Com- 
mittee notices a lapse. If that is so, I think this must be 
true. hut the amounts involv~ed though snhstantial were 
not so large that in elcry case i t  wnq necessary for such an  
clnhoratr prncctl~~rp to  bc adoptcJ to find out  po sible 
al ternatiw \vorld sonrccs." 

(3) The .-~.qtrirr;n~c.nts were not sp.h!t out  in broad qwrific 
terms to Facilitate determination. h v  an c>uprt-1 Govern- 
ment arency department, the numfwr and type of ul~i ts  in- 
cirrding data processing equipment, software etc., which 
should go to make u p  the computer sg.,tem so as to mini- 
m& the capital and recurring cost. 

(4) The Government departments did not take any concerted 
or determined measures to go into the reawnableness of 



the terms of agreement for p~wchase hire of computers as 
offered by IBM/ICL. In  this context the Committee would 
like to point out the :rstonishing illstance where the 
charges far  cornput~*rs wcBrc albwcd k) be specified in 
American dollars with the re,nlt that heavy amount of 
Rs. 20 lakhs had to be paid hy the R4Iways and other 
Governrncnt departments af .er tlevallr~tion of the rupee 
in  11966 till the position \ \as rectified :n 1968 at the instance 
of the Comptroller and Auditor General u ho had insisted 

that the charges should be exprcbwd I!. terms of Indian 
currency. This was a glaring emrnpk uf an expenditure 
which could and 4lould have k e n  sa\ #d b> the exercise 
of proper care and fore-thought, 

3 97. I t  was therefore only natural that thc powerful m ~ d t i n a t i c  
nnls should have taken full advantage of Chis extraordinary c a m  
placency and apathy on the par1 of the l t re r  Government D e p d -  
ments. Apparently, the aggressive and also +b.;Jful salesmanship of 
the formidable multinationals persuaded them to go in for hiring mf 
computer systems, the hard core of which IargeIy consisted of oPC 
moded and used machines in 1401 series which were only sprued 
up and refurbished and hired out at a fabulous margin of p* 
The Committee would like to  point out that when the Ra&& 
Board in 1974 and 1975, in pursuance of the recommendations of tia 



Public Accounts Committee, took up seriously with IBM the revi- 
sion of hiring charges for the computers, they were able to effect, 
t o  begin with, a reductian in annual recurring rental charge  to the 
extent of RE. 11 lakhs in November 1374, followed by a further 
reduction of Rs. 19 ,akhs in May 1075. This is a pointer not only to 
the Railways earlier lack of care but also to the faot that by a 
meaningful and determined effort. Government, which had at its 
disposal the expertise of the Dcpartmcnt of Electronics, the Electro- 
nics Corporation of India, Research Institutions, and the Cost Ac- 

' counts Branch of the RIinistry of Finance, could and should have 
been able to  fix reasonable charges for acquisition of compulr .s i.; y!~t 
in the beginning and avoided the costly lapses which have burden- 

ed the country'c exchequer. 

3.08. Wh11c examining !he representativcs of thr Go\ernn~eat 
Departments on the pros and cons of hiring vis-a-vis purchase of 
computers/data processing machines, the Conimittee came to know 
af certain apprehenqions voiced by the User Departments. For 
example the Overseas Communications Sxv i r e  has stated that 
"the capital illvestment on outright purchases is. too high", while 
DGS&D ha\e drawn attention to "budgetary restrictioi~s" as a 
reason for hiring the machine. 

3.99. The representative of the Department of Electronics hinted 
a t  larger problems when he stated during evidence that "hiring 
seems to be an  expense which can incurred whereas investmcnt 
on computers hp outright purchase calls for certain additions; levies 
etc. in terms of taxes". While this question cannot at  this point be 
discussed at any depth, the Committee are of the view that the 

I Ministry of F i a n c e  should have taken critical note of whatever 
6scal constraints were there and should have ?ought to resolve them 
t o  the extent possible. 

3.100. The attention of the Committee has been drawn to the 
expertise required for keeping the computer system in serviceable 
condition and the high cost demanded by the multinationals for 
spares. The Committee feel that if Government had taken serious 
mote of t h e e  and other allied difficulties it should have been possi- 
ble, with the help of the Department of Elec tronics/Ekc tronics 
Corporation of India, to devise suitable servicing arrangements as 
most of the computers in operation are supplied by one company and 
ue located in Delhi. I t  should not have been too difficult also to 
persuade the multinationals with the help of factual data about the 
.bnported cost of spares, to charge no more than reasonable prices 
for the parts required 



3.101. The Committee would like Government to take concerted 
measures without further delay, so that all constraints in the wap 
of a rational decision about the purchase, instead of hire!, of compute  
systems are eased out in the country's interest. 

3.102. One of the chief arguments given in support of the concept 
of hiring is that the machine could be replaced at any time or d b  
pensed with. This provision in the Agreement should be put to 
effective use by undertaking a critical review of the use to which the 
existing computers, data processing equipment, etc. have been put. 
The Committee have elsewhere recommended that computer and 
other sophisticated machines in a situation like ours should be press  
ed into service only where these are required i n  the in'krest d 
scientific advancement or technological and production gain but 
never merely as a lahour saving device. 

3.103. The Committee, therefore, urge that the use of computers, 
data processing equipment, etc. may be given up where it does not  
conform to the afore-mentioned criteria. Where, however, the equip- 
ment is required in the larger public interest, a detailed analysb 
should be carried out about the uluts required for working tb 
system. The effort should alu, he to procure computer, data proce, 
sing equipment, etc. from public sector units, (e.g. the Etlectronlcs 
Corporation of India) who have already dove:oped a fair amount d 
capability in manufacturing and marketing such equipment. In t h b  
context the Committee would like to draw attention to the we& 
known fact that there is still a high margin of profit available tm 
the multi-nationals in the psripheral and supporting equipment 
The Committee need hardly point out that with advancement of 
knowledge as well as what is termed 'knowhod and technical cap* 
bility in the country, i~ should be possible to replace, Largely if not 
entirely, at least the data processing equipment and other peripherd 
and supporting equipment by that of indigenous manufacture, p- 
ferably from the public scc!br. 

3.104. Where, however, it is not possible to replace the equipmed 
by indiqenous production, Government should e x d n e  in deptb, 
with the help of the Department of Elec:ro~~ics and the Ministry dt 
Finance (Cost Accounts IHvisian). whether it wodd  be more adv- 
tagcous to purchase the needed equipment outright rather than h h  
it. Wherever it is found necessary to purchase the equipment OWL 
right, it should be ~rocured  from indigenous firms ns already 
recommended earlier. But where it has to be imported, tenders 
should be invited from well-known and reliable suppliers of proven 
standing. Competitive quotations should be called for before selecb 
ing the best equipment on the basis of performance, economics, ek.  



3.105. Where i t  is considered desirable to continue to r t tain t h e  
equipment on hire, the terms should be most carcfally scrutinised 
with the help of the Departnient of Elcctrot~ics and the Ministry of 
Finance (Cost Accounts Diviskn) so as to hecure thc most compe- 
titive rates. As nlentioned earlier the Railway Board have been 
able to re-negotiate the terms for hiring of computers and equipment 
with the IBM in pursuance of the Committee's recommendations and 
thereby secured a significant saving of about Rs. 30 lakhs per annum. 

3.106. The Committee would like to be informed of the precise 
action taken in pursuance of these recomn~endations in respect of 
computers, data processing equipment, calculating machines, etc. 
which are in operation in various Goven~ment  Departments/ 
Ministries. 

3.107. The Committee strcis that Govcr~unent 5hould issue clear 
guidelines to the effect that a11 futurt. i.co:lirerllr~its for co111pntrr5. 
data proceisinp equipment, etc a~oulcl first lw cot e\amincd in the 
Department of Electronic. w i t h  refcrrncc to the rr-ilcr;a laid down 
Where it ii considered abca!utclv essc-~tiai in puhlir- i n i e r r ~ ~ t  to yo 
In for computers, da'a processing e q u i p m ~ ~ n t ,  ctr  t h r v  4110111d h~ 
preferably procured from the puhlic sector unit\ and failinl: that 
from indigenous finns. Where romputcrc, data prwessing equip- 
ment. etc. are  to he purchased or hired from a multi-national, this 
mag only be done centrally by the Department of Electronics who 
may be assisted suitably by the Cost Accounts Branch of the 
Ministry of Finanre. 



CHAPTER IV 

EXTENT OF UTILISATION OF COMPUTERS 

A.  hktmt of utilisation 

( i )  Computers  

4.1. The Committee called for information from the user Minis- 
tries/Departments regarding the actual u t  lisation of the computers 
during tile past f i \ y e  years (or since installa?iori i f  the computers had 
been installed within the prece&ng five years, in  terms of meter 
hriurs. The information furriished by the Depr tments  is given a t  
Appendix YI .  On the basis o f  the information furnished by various 
Mir~istries,!l)cpart~~~c?n:s t!)e axrerage r.;on1hly utilisation of each 
cornputw in k:-rils of n:e'::- h o i l r ~  h.is ?x!rn worked out 3s ~hou-n  
in the table below: 

6. Regibtrur General of India . . . 181 163 281 1 ~ 6  12' 

4.2. I t  would be seen from the above that whereas meter time 
utilisation is fairly high in the case of computers in the India hleteo- 
rolofiical Department, Department of Space. Indian Airlines, Au- 
India a l ~ d  Planning Commission, the average monthly usage of com- 
puters )n the office of Registrar General of India, Heavy Vehicles 



Factory, Avadi and Vehicle Factory, Jabalpur is below the mini- 
mum of 176 hours for which payment has to be made a t  contracted 
rates. In the case $3 Irdian Meteorolog'cal Department the meter 
hour utilisation in 1975 is high but in the year 1974 it is below the 
contracted hour. 

4.3. On the question of computer at i lmtion,  the study made by 
the Administrative St7ff College of India on the Indian Computer 
scenc. after pointing out that the arithmatic mean of monthly cur- 
rent usage per installation (in Government. Pri~ratc and Research 
and Development) works out to about 200 meter hours which is 
con~idered to be quite favourable observes:- 

"The average or total usage of installations alone may not 
be a sufficient indicator to the extent of total computa- 
tional povrrer in the country. because the capabilities and 
speed of the installed computers are widely different. 
However, this serves as a good base for under:tanding 
the utili.:ation of the computers in India."* 

4.4. In regard to utilisation of computers in Space Organisation, 
the Secretary. Dapartment of Space stated during evidence:- 

"The primary use of computing equipment in thc spzce 
research is essentially connected with two broad aspeck. 
There are  many activities but I would mention specifi- 
cally two of them to illustrate. namely the launching of 
rockets for exploration of outer space and the controlling 
of data on satellites which cannot be done by human 
beings manually because the  time scale available is ex- 
tremely short. The rockets are tested fin the ground. 
The normal kind of period for which a rocket is fired 
lasts only a few seconds and you have a mass of infor- 
mation to be obtained about the reliability of rocket 
system. The bulk of our computing equipment is meant 
for these purposes, for direct scientific and technical 
work. 

There is a second aspect which concerns the analysis and 
design aspect of the  svstems on which we do research. 
Here. you require scientific computers in order to be 
able to handle very large number and complex differen- 
tial equations and other scientific mathematical processes 
which, again, if they were to be done by hand, would 
take several years. But with computers, you do it in a 
matter of hours or days." 

*Gopalakrishqan. P. and Narayanan, K. S .  Computer in India an overview, p. 61. 



H e  added: 

"In the Department of Space, let us take the trajectory of a 
rocket system which is being planned to orbit a satellite. 
I t  is not possible to  do i t  by any other means except by 
a computer. Therefore, from the very beginning, the 
introduction of computers into our organisation was a 
sort of endemic thought in the process of doing the parti- 
cular job itself. Our utilisritlon requirements have been 
actually exceeding what we had planned. So, we have 
had to expand the peripherals of ccmputer utilisation. 
Apart from rioing the specific job for which computer 
was introduced, one positive factor of its introduction 
has been almost the immediate taking up of problems 
which could not be thought of as  being tractable. Com- 
plex problems in which as many as 25 parameters were 
there used to be simplified to the order of 5 or 10. With 
the  introduction of the computers, the work of our young 
enqineers and scientists has improved significantly both 
timewise as well as q u a l i t p i s e ,  particularly in things 
like failures, which are always part of new activities." 

4.5. On the use of computers in the Ministry of Tourism and 
Civil Aviatim, the Secretary, Touri:m and Civil Aviation i n f o r m d  
the  Committee during e\.idence: 

"We have computers In two fields-meteorology and alr line 
operations. In the former, the use of computer is more 
of a scientific nature . .  . On the air line operations side. 
we have the  business type computers for the obvious 
reasons that  in the air lines they are used as tools of 
management, inventory control. getting timely manage- 
ment information etc.  . . . . . On the subject of economy I 
was going to make the point that when a computer is used 
as a management tool as, is being done in the IA and 
Air India, we need to ask not only about economy in 
terms of what it would have cost had it been done by 
other means, either manual or through some intermediate 
technology between manual and computer, but also about 
the other pay-offs which come from better managenlent 
through  us^ of computers as a management tool. for 
instance in inventory or other directions in which the 
computer can be used." - 



4.6. The 
the  quality 
Tourism 6: 

Cornrrii~tee asked whethel- as a result of computerisation, 
of weather forc!casts had improved. Thc Secretary, 

Civil -4viation slated: 
''Here the computer was meant to bt used for prediction ol' 

weather through numerical models. It was anticipated 
even a t  that time t,hat i t  would trike 3 or 4 years for 
working out a suitable nunlerical model-even a simp!e 
one to be worked out it would take that much time. We 
are at the present moment at that p repx i to ry  stage. 
They are doing a great deal of work in an effort to iden- 
tify or work out n satisfactory numerical model. They 
feel. with the present tarpet. th3i thcy silou!d be able to 
have one such model. It would not be satisfactory in the 
beginninp bbat ultimnt.eiy it would be sntisfnctorg. The 
first model they would be w 3 r l ; i n ~  out  u . o ~ ~ l d  b~ by 
A 7 .  T h q  are hopefa1 to ncl~icvt. t h a t  t ; : r ~ e t  bu t  
eve*? nf t l - r  th:it ; t  wi!! l akc  anotht!- 3 or 3 yc:i!.s 1wr:iuse 
tljat \yn;:lfi !::i'.p f , ~  i p  1"1:-?hi>l dc\-t"r.pcd : i ~ i , !  t c , - ' f r !  'P1ir 
rcasnr '5:-  ti-;i-. I - .  tl-::t cvpr! i ! ~  :i.l\.avc.pil cnuntl-;cb-. \\'llc.rc 
~r.en'.ho~ ~:rcdi~;io!l ??*lc: n~n\-i>rl o\.tlr to c.~mp;ift'!. ]:,:is-, i t  
has trtken some ycnrs bt3for-c ~.-ar i : . , , : ,~  !):ir-ari~i t.>l s :i v 
worked out and identified." 

4.7. Esplainin: the :ignific~nce of the n:~n;erical mc-dois, tile 
witness stated: 

"It is a conceptual mod(ii. i s  o r ! :  o i l  not be done 
unless you had a con~puter becau~e  so much data is to be 
fed and quickly interpreted and the  objective is to get 
w e a ~ e r  predictrion v a l d  for tho next 24 hours  That 
brings in the time factor also. So it is our view that 
this computer was necessary for us to get on to the level 
of weather technology required for accurate prediction. 
We have seen in our day-today experience that  the com- 
puter has not led us to better weather prediction so f a r  
and the reason for this is that  we are still in the prepara- 
tory stage. I t  is only when the models have been deve- 
loped of factors which influence weather or create 
weather in the Indian sub-continent that we will be able 
to get more accurate weather prediction." 

4.8. Commenting on the utilisation of the Computer in the ofice 
~f the  Registrar General of India, a representative of the Ministrv 
of Home Affairs stated in evidence: 

"The data processing of the Registrar General's offfce is now 



divided into two parts. One portion of the data is proces- 
sed m.;nually, and thereafter, it is fed into the computer. 
If the entire data had been computerised f rom the very 
beginning, then, the set-up wouid have k e n  different 
and we would have required 1-nr11-e cornputc.rs. This was 
not available. That  is whir, mmc: por t ion of the data is 
processed manually a n d  t h e n  i!!c: cards a rc  ;;unclied and 
then the d n t n  is trani;lc~-red to thc t;pc:.i. From the tape, 
ttlc & ~ t a  is rc , t r ic~~cd to v;irious cros:; ta!)u;:All:m. There- 
fore. d a t a  proccssin;: is clone mar~i in ' ly  :::; -,vf:ii :IS through 
cornputcrs." 

"That is what wc find. becausc once a table is prepared, a 
number of cross t?blcs are prepared out of that, which 
is not possible ~vlthout tile ct)nlrL;:.'r. If !us want 30 
tables. you wdl have to go over it 30 times by the manual 
process, but here when the information is fed into the 
computer, it has only to be retrieted." 



4.11. The Committee pointed out that census take; place only 
once in 10 years and there may not be enough work load to justify 
the use of a computer throughout. The witness replied: 

"The work load 15 definitely t*hcre continl~ou.;ly in the early 
stages. Now it 1s coming down. As we h a w  mentioned 
in our note, we are now utilising some of the computer 
time for domg xvork for the o t h r  departments." 

' I '  \I7hen t h e  c v n p r t c r  n-2s hired n ccrti-in 17:ork load Lvas 
assumed. Bs. and  :a7.c$c ?':.it ;~:i;.k I S  c a m i n c  to an  end. 
Norv there are  two options. Onr is to ~ i l ' c  up  the com- 
puter as soon as the residual work is over, or to utilistl 
it for some other purpose." 

"It is not beinc used on one time appllcntlons The data has  
been stored and it 1s now b a n g  ix~trie\,ed for various 
cross-ciassifrcations under each hcadinc. For storinr: 
alco we requ~re  some t ~ m e  After t5c cbrjnq is don? i t  
is used as and when necess,lry for retrier.~nl!: the infor- 
mation . . . . As soon as our xork  %-as cornpletad. we hn1.e 
had a lot of other den-rands For esample Po'1c.e. RSF and 
some other sister c~.~nnisations of  the Home Ministry 
wanted some time nn our computer. As soon as our 
work wa: completed nncl t h ~ r e  was time in hetwccn. v:e 
had made available that  t i v c  to thrse organisatinn<. SO. 
the computer i~ kept fully engaged." 

4.13. It was stated that for the last 6-8 monihs the computer time 
was being shared with other Ministries/Departrnents as Census 
oreanisation was 'not requiring it for full time now.' 

4 14. The Committee asked whether before acquiring the compu- 
ter  any perspective plan in regard to the utili4ation of the co l l~pu t e t  
by the Registrar General and other organisations was drawn up. 
To this the representative of the Ministry of Home Affairs replied: 

"I have gone through the papers and find that there is no 
perspective plan as such. When the work comes up, w e  
do it. But we have been assessing our requirements. A. 



and when our needs arc coming down, we utilise the  
computer for some other purpose." 

4.15. In a note S U ~ S C ( ~ , ~ _ . E ~ ' ? .  furnished to thc  Cornm:ttce, the 
Ministry of Home Affairs ha1.e qtated: 

Between 1968 and 1974, the Registrar General's computer 
installation did only census jobs. except for duplicating 
data tapes for the use of other departments occasio- 
nally. The time taken on the computer for duplics5on 
was negligble. By the end of 1974. t l  ,: work on stos- 
age of data on tapes had been completed with the help 
of the computer a t  the ofEce of t he  Registrar General 
a n d  after hiring com?uter time (3048.54 hrs.) from 
Railway at  different centres and seconciar-y p!ixessing 
of the data for preparation of tables had started. Secor,- 
dasy pmcessil:;y would n.af have neede,] the entire 
capacity of the computer. The department had : . S O  

courses open, either ( i )  to step down capacity of :he 
computer from 16 K ,to 8 K or (ii) to assist sister organi- 
sations of the Government to get their computer orien- 
ted jobs done on the R.G.'s office computer. The second 
course has rcsulted in an overall economy particularly 
so because the Registrar General's Oflice is able to avail 
of the concessional rental (30 per cent of the hourly 
normal rental if the computer is run  beyond 176 meter 
hours in a month). During 25 months out of the 59 
months between 1971 and N o ~ ~ e m b e r  1975 the computer 
was uscd for 2,214 meter hours beyond the stipulated 
period on payment of 30 per cent of the normal hours. 
rental." . v. 
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(ii) Other data processing equipment 

4.16. The Sales Unit of the Commercial Broadcasting Senice 
of A1R acquired a full complement of Data Processing Machines, 
i e. Punc t i c~ .  ver!ficr<, sor:crs, ieproducer-; and tabl~lators  at a cost 
of Rs 4.14 331.85 inc:uciinr: incidental chaig:~. The martlines were 
fully in posltion in Jut?. 197.1 an?  wcrix. a f ' c r  that,  only being 
uscd for trnining the esis:lnq stnff and prelmation of schedules 
and  b ~ l l ;  on t l i n l  hnqis .  Tlle m:lilitcnance charqcs @ Rs. 1504 per 
monih are  bein? pal:! to :CL since Jnnunr;\- 1975. 

4.17. During e v i d ~ n c e  the CornmimLtw xvere j n fomcd  that  the  
da ta  p!'?cc;cing nlnrkines Il.n\,c not ,  l ~ ~ . . x i ?  utili-nd S O  far .  Exylnin- 
inq the  rcssons for the r.:1!7-ulilisatio11. a reprcscntative of the 
Ministry of 1nfnrma"ion 8: ?3roadcasting stntcd: 

"I: has  ns t  b w n  uscd. I)t.cc~usc \ re  had I i n  j:rcrmsals 
f o r  some stzfT. Earlir: i n  1974. t!ic Finnnce Ministry 
fc!t that t!ic!.c n.25 snmc bar, on stnff-. T!lry had cer- 
t.- *,-! r e ; ~ r ~ - : , t i . ~ : l . ~ , .  T ! i~ i -  c n i J  ;hat i f  xvc LI:SC ;! computer, 
there shoulci be a ccr respondin  s n ~ r i n q  in staff. 7?xn 
the AIR went  in for co~npu!e:.s. co!nmerc.ial crAitres 
were f t~vet- .  Now there a r e  15 ccntrcs. Thc Finance 
Ministry felt that 1i.e s!~culd qo in f,>r s o n ~ e  s:lr-inqs 
rather than ask ior  :he sanrtinn of additional s t n f f .  We 
are  going to the crbinet for cx!r:> ?tart', because init;x!lv 
for 6 month$ or  so urc hax.c t o  pat in extra  trnincd 
staff." 

4 18. I n  j~istification of the p~~1rc1lnr.c of tl?c:;c mp,c,liine-: it was 
stated t h ~ t  'as p r r  the instructions iron? t;!v 'IIn:x, Ilinistcr 
and the S f t~ re t~ i ry ,  Informatir~n PC Brnadcas'ing at t !~c  time of 
commencement of the Cornrnerci~l Bro;:dc2r,ting Scrvice in Bom- 
bay. the ijrop>~;i! for. tlxc purchase of comp11tc.r ~ v r i s  initiated.' 
A ~ k c l  w!?ether ' I ) ?  rnschincs n-(:.re zcc!:ii-cd nnl?. becnuw orders 
were gi1,c.n f r o 3  aho~re.  thch  rcprescntali\-0 of the 1'Iinistr;v of Tn- 
formntion & Rroadcnstinq stntcd: 

"It is not en,'irely correct to sny so. W e  were ourselves 
looking into this aspect. When the commercial hroad- 
casting service was inaugurated a t  Bombay on 1st 
Piovember. 1%7, this matter may probably have come up 
before the Minister, but  we  do not find any written 
instructions or orders from the Minister. The  Am', pro- 
-1 from the  then Director Sales at Bombay was re- 
ceived by the DG AIR in January, 1989." 



4.10. The Committee pointed out that there had been no proper 
assessment of the requirements and the machines thus acquired 
remained unused for nearly 2 years. As to the reasons for this 
unutilisation, the witness stated: 

"That is unfortunately the fact. The quedion of staff is 
there for the last 2 years; and earlier, we had the prob- 
lem of installation, air-conditioning d c .  As a result of 
these the machines could not be used." 

4.20. IIn a note subsequently furnished a t  the instance of the 
Committee, the Ministry of Information & Broadcasting have 
stated: 1 

"Only data processing machines have been acquired. The 
machines were delivered by the suppliers in January, 
1973. To keep the machines, space of about 1200 sq. ft. 
was required. Central Sales Unit were short of accom- 
modation. Thev had to sort out this problem. Imme- 
diately after the delivery of the machines Central Sales 
Unit also took in hand the work relating to air condi- 
tioning of the hall where machines were to be kept and 
operated and of obtaining electric connection for the 
machines. After the electric installations were comple- 
ted in April 1974, DG S&D conducted series of inspec- 
tions and, after the discrepancies and shortcomings 
ndiced in the machines were rectified by the suppliers, 
the DGS&D cleared the machines and handled them 
over to Central Sales Unit in July, 1974 for operation. 
The suppliers advised that the transfer of work from 
the conventional system to the machines accounting 
system would have to be phased over a period of 8 to 9 
months. 

'Vile Central Sales Unit proposed that technical . staff be 
sanctioned for the operation of the machines. The ini- 
tial reaction to ,!his proposal in the Directorate General 
of All India Radio, Ministrv of Information and Bmad- 
casting and Ministry of Finance was not favourable be- 
cause it was felt that. on the contrary, the mechanisa- 
tion of the accounting system in Central Sales Unit 
should render some of the existing staff surplus and re- 
sult in savings. Therefore, efForts were made to spare 
some of the existing staff for being trained on the 
machines and finally for being entrusted ifhe operation 



of the machines. However, Central Sales Unit found it 
increasingly difficult to spare the staff because of the 
increasing work on account of increasing business. In 
ithe meantime, Commercial Broadcasting Service was 
introduced from five new centres covering eight more 
stations of All India Radio (Patna, Ranchi, Bhopal, 
Indore, Trivandrum, Jaipur, Jodhpur and Cuttack) with 
e k t  from 1st May, 1975 without any additional staff to 
Central Sales Unit. With this disappeared whatever 
little feasibility there could be of sparing some of rthe 
existing staff for operation of the machines. The Inter- 
nal Work Study Unit of the Diredorate General, All 
India Radio, also supported Central Sales Unit's demand 
for additional staff at  least for some time so that the 
accounting system could be switched over to the 
machines and, thereaf,'.er, the position of the s t .  could 
be reviewed. There was, however, a ban on the crea- 
tion of non-Plan posts. 

The present position is that with the concurrence of the 
Ministry of Finance, a proposal has been made on 16th 
January, 1976 for the creation of certain posts in relaxa- 
tion of the ban orders. If the posts are sanctioned, it is 
hoped that the machines will be put to use shortly in a 
phased manner." 

Computer Centres 

4.21. In view of the large investments (with a significant pro- 
portion in foreign exchange) involved in setting up computer 
facilities and ensuring optimum utilisation of the manpower in 
those facilities, the Department of Electronics had inter alia stres- 
sed that abl users should first attempt to meet their in-house re- 
quirements through computers available in the Indian market and 
additionally draw on the facilities offered by :.he Regional compu- 
ter centres. The Department of E3ectronics has encouraged ins- 
tallation of large common user facilities in various parts of ?he 
country such as Delhi, Bombay, Calcutta, Madras, Poona and Ban- 
galore. It is seen from the Annual Report of the Departmen? of 
Electronics for the year 1974-75 that: 

''The capabilities of the computer installed at  I.I.T. Madras, 
have been enhanced so as to enable taking on additional 
work-load till more facilities are installed in that region. 
Detailed analysis are also underway $0 assess the com- 
puter facilities required for the Poona and Bangalore 



regions. The UNDP financed National Centre for Soft- 
ware Development and Computing Techniques at Bom- 
bay will be fully operational during 1975-76 with the 
arrival of the main computer system in April 1975. The 
Regional Computer Centre at  Calcutta will be opera- 
tional during 1975-76; all work necessary for placing 
final orders for the Computer System has been comple- 
ted. n \ 

UNDP have accepted in principle the proposal for setting up  
a National Centre in Delhi for data management and to 
finance the hardware needed and to  provide fellow- 
ships, experts etc." 

4.22. The Committee enquired whether any assessment of the 
savings resulting out of centralisation of compu?ing facility had 
been made and whether the feasibility of extending the princi- 
ple of centralisation of computing facilifies had been studied and 
the findings thereon. In a note on the subject, the Department of 
Statistics (Computer Centre, New Delhi) have stated: 

"The advantages of a large and powerful computer vis-a-vis 
a number of small or medium in-house computers are 
quite obvious. A large computers offers lower cost per 
unit of thluughput compared to a number of smaller 
computers, giving together an equivalent throughput. 
There are in addition, intrinsic capabilities of a large 
computer which cannot be obtained from a number of 
smaller systems. Experience of computer operations so 
far has adequately demonstra'ed that centralised mana- 
gement of operations brings about efficiency as well as 
economy h the utilisation of resources, particularly in 
reducing under-utilisa tion of computer ,time which is 
bound to occur with in-house installations during the 
initial period of operations. I t  will also be possible to 
exercise effea'ive qontrol over the operational environ- 
ment which is a crucial factor of computer management. 

The availability of a large system encourages growth of 
sephisticated applications including development of soft- 
ware which calls for computers with high speed and large 
storage. Training, research and development can be 
organised more effectively and promotional activity gets 
a better impetus. One of the principal advantages of a 
central service facility in Government is the possibility 



of integrating the data-piles of organisations which have 
inter-dependent functions of data collections and data 
use and sharing of information among them. The process 
of building up large data bases for Government use is 
greatly facilitated; storage and retrieval of information 
can be done with speed and accuracy. 

Operations of a central service facility will, in no way, 
inhibit initiative of customer organisations in the deve- 
lopment and execution of their individual applications. 
They will continue to have Systems and Programming 
personnel of their own who will be responsible for their 
EDP activities. Each organisation will have uninterrupted 
access to computer facility according to pre-assigned 
priorities. Features of multi-programming and time- 
sharing as well as powerful executives, ensure optimal 
soheduling of the system which is not possible with 
smaller computers. Centralisation is limited only to 
the extent of providing omputer  time, offering facilities 
of training, developing integrated information systems 
and operating a large data bank. 

In view of the capabilities of a large sized computer for offer- 
ing lower cost per unit of through put and for providing 
a better impetus of EDP activity in various Government 
offices, this Centre has submitted a proposal for the acqui- 
sition of large sized computer as a common service facility 
in the Government." 

B. Areas and Applications computerized so far 
4.23. The Committee called for information regarding the areas 

and applications computerised so far in each Ministry/Department. 
The replies furnished by different MinistriedDepartments are 
summarised below: 

(1) Ministry of Toumm & Civil Aviation 
(i) India Metemdoyicai Department 

"To begin with, it was essential to develop Numerical Models 
readily applicable to the Indian latitudes which were just 
not available, as the models developed by other advanced 
countries did not cover the tropical regions adequately. 
I t  was also essential to train our scientists in programming 
and in numerical weather prediction. After this has been 
done, the computer is to be used for actual weather 
forecasting. 



The experiments so far conducted on the computer consist 
of the various steps that would lead to weather forecast- 
ing by numerical methods. The first step of data auto- 
mation involving transfer of a large volume of observa- 
tions received from Moscow, Tokyo, Melbourne, Cairo, 
Bangkok etc. and from the Indian stations to the com- 
puter, has been solved. Programmes have also been deve 
loped to identify any errors in observations caused dur- 
ing transmission and correct them. 

The next important step is objective analysis. All mathe- 
matical models require values of the meteorological para- 
meters at  regularly spaced grid points. As the position 
of the meteorological observatories do not coincide with 
these grid points, a complicated system has to be evolved 
for deriving the grid point values. A fairly satisfactory 
method has been developed for such objective analysis, 
though the ocean areas are still presenting a problem. 
Internal consistency has been ensured between the values 
derived at neighbouring positions and at different levels 
in the atmosphere." 

(ii) Air lndia 

"The computer system is being used for preparing certain 
time-bound statements such as interline bills, pay-rolls 
etc. and also for providing a wide variety of reports for 
use by various levels of Management in the different 
functional areas like Marketing, Planning, Inventory of 
spares, Engineering Maintenance Base, Personnel 
Management and Accounting. The information provided 
i; used for controlling and monitoring the activities of 
the Corporation as well as for decision-making. For de- 
cision-making, the information provided in the form of 
reports by the computer is taken together with the in- 
formation available from the external sources and further 
analysed before arriving at a solution. This is not the 
same as a solution automatically provide? by Electronic 
Computers using mathematical models where various 
alternatives are evaluated and the optimum solution is 
determined and presented by the computer itself ." 

(iii) Indian Airlines 
"At present, the following jobs have been taken on the 

computer: 
(1) Advance Reservations 



(2) Inventory of Stores and Spares 
(3) Commercial Statistics 
(4) Billing for Credit Sales 
(5) Control over Realisation of Book Debts 
(6) Revenue Accounting 
(7) Pay Rolls 
(8) Personnel Information 
(9) Rotable Control (under implementation)" 

2. Ministry of Home Afairs 

(i) Registrar General of India 

"The areas and applications which have so far been computerised 
a t  the 1971 census are listed below:- 

(a) One per cent national sample (both rural and urban) 
of individual slips (5.5 million records). 

(b) Hundred per cent data from the degree-holder and 
technical personnel cards (2.2 million records). 

(c) 20 per cent sample data from the houselist (28.8 million 
records). 

(d) Hundred per cent data from the establishment schedules 
(10.2 million records). 

(e) 20 per cent sample data from urban individual slips 
(26.5 million records). 

(f)  Four per cent sample data from the census population 
record (35 million records). 

(g) Hundred per cent primary census abstract and village 
directory data (Total volum 1.8 million records. Work 
still in progress). 

(h) Five p a  cent sample from rural individual slips (Total 
volume 24.0 million records. Work in pragress and will 
be completed in 1976). 

(i) Fertility survey (1.0 million records) .. 
(ii) Central Bureau of Investigation 

"The areas covered by computerisation pertain to the main- 
tence of crime records. These are disseminated to the 
State police forces all over the country in different forms 



according to the needs of investigators relating to each 
type of offence." 

3. Department of Personnel & Administrative Reforms Institute of 
Secretmiat Training & Management 

The machines are being used for producing items of workljobs 
listed below: 

1. List of particulars of each candidate. 

2. Alphabetical Register. 

3. Accounting of fees received. 

4. Break up of candidates. 

(a) Centre-wise break-up. 
(b) Sex-wise break-up within each centre. 
(c) Medium-wise break-up. 

5. No centres cases. 

6. Non-payment of feelpayment of past fee. 

7. No Medium cases. 

8. Candidates belong to SC/ST. 

9. Roll No. Blocks. 

10. Preparation of Admission Certificates. 

11. Preparation of attendence sheets. 

12. Preparation of results etc. 

4. Planning Commission 

A wide range of problems have been solved through compute1 
including (a) bulk data processing and statistical analysis for various 
types of censuses and surveys (b) econometric qnalysis and solution 
of planning models, and (c) Scientific and engineering computations. 
Following are the most important areas and applications of the 
electronic computer in the Planning Commission: 

1. Plan Formulation 
2. Project Appraisal 
3. Evaluation 
4. Plan Information System 



5. Urban Transporktion Planning. 
6. Other uses in the Planning Commission. 

5 .  Department af Statistics 

(i)  Central Statistical Organisation ( I .  S .  Wing): 

(a) Annual Survey of Industries-Census Sector 

(i) Summary Result;; and 
(ii) Detailed Tables. 

(ii) Computer Centre, N e w  Delhi 

The Computers installed at the Computer Centr? have been used 
by various Government organisations and Public Sector Undertak- 
ings in and around Delhi. The Jobs of these organisations fall under 
four broad groups; 

(i) Bulk Data Processing applications. A substantial part of 
the jobs belong to this category. 

(a) Statistical Tabulation and Analysis of data 
(b) Tabulation and Analysis of Census and survey data 
(c) Material Management 
(d )  Budget, Accounts and Billing applications 
( e )  Banking applications. 

( i i )  Information Storage and Retrieval 

( a )  Personnel Records and Career Management 
(b) Records of Crimes and Criminals 

(iii) Management Information S y s t m .  

(iv) Scientific Engineering and Statistical application. 

6. Departnlent of Space 

The areas and applications computerised are generally as 
under : - 
( A )  Vikram Sarabhai Space Centre 

(I) Orbit determination programmes consisting of study of 
apin conditions prediction of life time of earth satellitta, 



visibility contours for ground based radars; drift, per- 
turbation and other conditions, etc. 

(ii) Trajectory optimisation programmes optimising either the 
altitude, range or payload for a given fuel. 

(iii) Estimation of aerodynamic coemcien ts, analysis of vehicle 
dynamics, fin design and pre-flight and post-flight analysis 
of trajectories for various types of rockets. 

(iv) Stress and stability analysis by finite element techniques, 
dynamic analysis of plate & shell structures, design of 
heavy steel structures, thermal stress analysis for nose 
cone, heat shield etc. 

(v) Satellite design studies. 

(vi) Control and guidance applications, electronic circuit 
analysis, design, optimization and simulation studies on 
electronic sub-systems. 

(vii) Study and design of launch vehicles for synchronous 
satellites. 

(viii) On-line usage for data acquisition and control. 

(B) ISRO SATELLITE SYSTEMS PROJECTS (Aryabhata & SEO) 

Check-out of electrical and electronic sub-systems of the 
satellites. Orbit determinations. 

(C) PHYSICAL RESEARCH LABORATORY: 

( i )  Problems arising in the course of research activities relat- 
ing to analysis of cosmic ray data, solar data, fluctua- 
tions of the geo-magnetic field, electron density in ionos- 
phere, analysis of isophotu maps and maps of air-glow in. 
tensity etc. 

(ii) Umkher calculations for zone 

(iii) Problems of theoretical Physics, requiring solutions of 
differential and integral equations, matrix diagonalisation 
etc., 

(iv) Providing computational facilities for research workers of 
other institutions 

(v) Processing remote sensing data of the Space Applications 
Centre. 



7. Ministry of Commerce 

(i) Department of Commercial Intelligence & Statistics 

"Mechanised compilation has been introduced in the areas of 
foreign trade, shipping (gross weights of cargoes moving in foreign 
trade) and coastal trade. 

The main applications of mechanised tabula,tion are in ~ ,egard to 
the preparation of: 

(a) commodity-country tabulations separately for exports, re- 
exports & imports showing countrywise shares of trade 
under each commodity (These tabulations form the basis 
of this Deptt. publication 'Monthly Statistics of Foreign 
Trade of India: Vol. I (Exports re-exports) & Vol. I1 (Im- 
ports). 

(b) country-commodity tabulations separately for exports, 
re-exports and i m p x t s  showing commodity-wise parti- 
culars of trade with each country-[these tabulations form 
the basis of* this Deptt. publication 'Supplement to the 
Monthly Statistics of Foreign Trade of India: Vcl. 11, which 
is a quarterly publication J .  

(c) annual tabulations of item-country trade (at  4 digit RITC 
code levels) in a calendar year separately for the exports, 
re-exports & imports. (These tabulations are required for 
the use of the United Nations Statistical Oflke. The 
tabulations along with the relevant cards are sent to them 
once a year). 

(d) portwise tabulations showing India's trade by air in 
different commodities separately for exports, re-exports & 
imports (A separate cyclos'tyled brochure is being issued 
showing these statistics since 19%). 

(e)  Sectionwise and Divisionwise (as specified in the RITC) 
trade of India with countries classified by economic re- 
gions. (These statistics are published in the Vol. I of the 
Supplement to  the Monthly Statistics of Foreign Trade of 
India along with data on Trade in principal commodities, 
Trade of Customs Zones, Balance of Trade, etc) . 

( f )  annual tabulations showing India's Coastal trade in certain 
specified commodities for each port /maritime block. 

(g) Supply of a duplicate set of reproduced cards for imports 
every month to the Computer Centre, New Delhi, to enable 



them to undertake special tabulations'for the Ministry 
of Finance. 

(h) Compilation of commoditywise exports of India by post ." 
8. Ministry of Information & Broadcasting 

(i) Azr dience Research Unit 

The machines are utilised for tabulating the data of field surveys 
conducted by various audience research units. 

(ii) Central Sales Unit, Commercial Broadcasting Service. 

"(a) Maintenance of individual ledger accounts of the ac- 
credited and recognised agencies; canvassers and other 
advertisers who come directly; 

(b) Acceptance of Contracts-Cataloguing relevant data 
from accepted contracts; 

(c) Preparation of discount statements to be allowed to 
every advertiseer to whom discount is payable; 

(d) Preparation of pay rolls for staff working in the Central 
Sales Unit; 

(e) Preparation of statements of actual time sold over t.he 
various Commercial Broadcasting Service Centres, re- 
venue earned from spots and sponsored programmes 
and tabulation of other statistical data relating to com- 
mercial Broadcasting Service operations." 

9. Minis tr~ of Communications 

(i) P & T Board 

The electronic computer is being used in all the major areas of 
R&D work in Telecommunication Research Centre. All the R&D 
staff in TRC (numbering over 200 at present) are making use of 
the computer wherever detailed and accurate computation is neces- 
sary in the design of telecommunication systems and equipments. 

(ii) Overseas Communications Service 

"The Unit record Machines are used in OCS for preparation of 
revenue accounts in repec t  of Telephone, Telex and Telegraph 
services as under:- 

(a) Abslracting of daily based data at Branches consolidation 
of data in CTAS, pricing and preparation of accounts' for 



Telegraph, Telephone and Telex services for accounting 
with foi eign Administrations. 

(b) hucessiag accounts statement for above services for 
submission to Indian P&T Department. 

(c) Preparation of routewise and Administrationwise, monthly, 
quarterly and annual statistics." 

10. D.G.S. & D. 

"The areas and application of camputerisation of data in the 
DGS&D broadly cover: 

(a) pre-A/T processing of Indents; 

(b) orders and supplies statistics; 

(c) post-A/T progressing of contracts; 

(d) dispxal statistics. 

In addition, a d - h c  information as and when required for admi- 
nistrative purposes is also brought out from time to time." 

C. Savings effected in wages and Quantification of economies of 
compu terisa tion 

4.24. The Committee called for details of the savings in wages, if 
any, effected as a result of acquisition of the computers and data 
processing equipment by Government Departments. The replies 
furnished by the Ministries/Departments are indicated below: 

1. Planning Commission 

There has been no savings in wages. 

2. Minisfry of Heavy Industry 

The computers were not intended to be labour saving devices. 
The main purpose of obtaining computers was to solve technical 
manufacturing problems and to facilitate tihe r e a r c h  and develop- 
ment work. 

3. D e p a r t m t  of Space 
The question of savings effected is not applicable as the computera 

are not utilised in substitutiw! of manual labour. 
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4. Depurtmnt  of Personnel and Administmtion Reform 

(i) Institute of Secretariat Training and Management 

The machines were procured for examination work and the 
question of saving of wages does not arise. 

(ii) U.P.S.C, 

No assessment of the savings in wages effected as a result of the 
acquisition of these machines by the Union Public Service Commis- 
sion has been done but on a very rough estimate, it can be said that 
the man power needed to handle the work done by the machine 
would have cost the Government much more per year. 

5. Ministry of Commerce 

(i) Department of Commercial Intelligence and Statistics 

If the work of statistical computation under new procedure on the 
basis of new S. I .  T. C . classification was to be done normally instead 
of machine thrice the number of staff exijting prior to these machines 
would at least be required. The use of machines is definitely much 
cheaper. 

(ii) Chief Controller of lmports and E x p t t s  

There has been a saving of Rs. 1.43,500 during the first year i.e. 
1967-68 in wages as a result of the acquisition and installation of 
IBM Machines. 

6. Minis tq  of Home Affairs 

(i) Regist +a* General of India 

When data ir to be processed manually, comparatiwly larger 
number of persons are n e e d d ,  but no figure can be furnished to in- 
dicate the saving; which have resulted as a result of installation 
of computer. 

( i i )  Central Rtlreati of Inttestigation 

Processing of information on data machine and the utilisation of 
facilities offered a t  the computer centre invol\res substantial saving 
of money/weges. 



7. Ministry of Tourism and Civil Aviation 

(i) Indin Meteorological Department 

Immediately these are no directtsavings in wages. But the 
computer is enabling the IMD to develop techniques of Numerical 
Weather Production which would not be possible without a com- 
puter. 

8. Ministry of Industrial Development-DGTD 

The system introduced fix the first time in a modest scale, it, 
however, does not effect any direct savings in wages. 

9. Ministry of Irrigation and Power 

(i) Central Water and Power Commission (Water Wing) Central 
Flood Forescasting Dz'rectorate 

It  was possible to effect saving in the overtime paid to the staff. 

(ii) Poonu Research Station 

There is no question of saving in wages at Central Water and 
Power Research Station as a result of the installation of the card 
punch, which is an essential instrument for scientific research. 

10. Ministry of Information and Broadcasting 

(i) The machines were procured in July, 1974. The actual sav- 
ings in wages will be available only after the machines have been 
put into use, 

11. Department of Agriculture . . 
(i) Directorate of Economics and Statistics 

As manual tabulation was not resorted to any stage, it would 
be possible tn indicate only a rough estimate of the likely saving 
in wage; as a result of acquisition of the mechanical tabulation 
equipment. -4t current wages and prices, the savings are estimated 
at Rs. 3 lakhs or so per annum. 

12. Ministry of Communications 

(i) P and T Board 

The question of savings in wages does not arise on the computer 
was not obta~ned for replacing bulky manual working, but was for 
Research and Development. 



(ii) Overseas Communications Service 

No savings in wages as such in terms of money have been effect- 
ed, because the staff deployed for doing manual work earlier are 
not doing the machine accounting process. 

13. Department of Statistics . . . .  

(i) Computer Centre, New Delhi 

No informetion on savings in wages effected if any, is available. 
It  may be noted this connection that the computerisation was 
not introduced with the objective of saving in wages but with a 
view to obtain improved and mo;e comprehensive information. 

(ii) Central Statistical Organisation (IS. Wing) Calcutta 

The savings in wages effected because of Unit Record Machines 
cannot be estimated as all along the equipment was in use. 

4.25. From the above it would appear that no attempt has been 
made by Ministries/Departments to assess quantitatively what- 
ever economies are stated to have been achiev~d as a result of com- 
puterisation. Only the Central Bureau of 1nve:tigation has stated 
that the processing of infwmation on data machines and the utilisa- 
tion of facilities offered at the Computer Centre inmlved substantial 
saving of money on wages. The Directorate of Economics and 
Statistics has also attempted to work out the actual saving? effected 
as a result of acquisition of the mechanical tabulation equipment and 
stated that "at current wages and prices. the savings are estimated 
at Rs. 3 lakhs or so per annum." The Chief Controller of Imports and 
Exports has stated in his connection that "there has been a saving of 
Rs. 1,43,500 during the first year i.e. 1967-68 in wages as a result of 
the acquisition and installation of IBM machines." 

4.26. During evidence, the Committee asked the representatives 
of the CBI whether there was any insuperable difficulty in the way 
of quantifying economics, achieved as a result of computerisation. 
To this the representative of the CBI replied: 

"As far as we are concerned, we have calculated it on a very 
simple basis. The basis is that one dealing hand can 
prepare about a thouiand cards per year if it were to be 
done manually. At present, in our Crime Record#; Section, 
we have only 12 persons to do all the work. If we had 
not gone in for computerisatlion. we woukl have required 



many more hands. These 12 persons could have prepared 
only about 12,000 cards per year. Now, we are preparing 
about 60,000 cards per year." 

4.27. In reply to a question as to what was the difficulty in the . 
way of quantifying economics achieved as a result of computerisation, 
the Secretary, Department of Expenditure stated in evidence: 

"For non-scientific use of computers, the proposals have to be 
put up, that is, for installation of computers for statistical 
and accounting work. I t  requires a feasibility study to 
be made to quantify the estimated savings effected as a 
result of computerisation assuming it could also have been 
done manually. Sometimes, the actual work could not, in 
fact, be done manually. If it could be done manually, 
then it is to be quantified what will be the saving effected 
as a result of computeri;ation. 

I would say, here, that these savings are only potential 
savings. These are not savings in the sense or actual 
savings as per the exi;ting manpower. The general 
policy of the Government still remains that the computers 
are not installed to save existing manpower. These are 
potential savings." 

4.28. In this context while referring to the computerisation of 
census data, the Secretary, Home Affair; stated: 

"We have also, on the basis of some of the other requirements 
worked out how much time the manual process would 
have taken and how much time it would have taken other- 
wise and a193, what i; the position cost-wise and we have 
found that, cost-wise, whereas tabulation of the data in 
regard to some of the activities would have cost about 
Rs. 8.5 crores, for five or six processes the figure comes 
to about Rs. 4 crores and 6 lakh. 

Many other thing? have been worked out, but I have referred 
particularly to the one per cent national sample and 
degree holders and technical personnel data and a few 
other things of this nature.'' 

4.29. When i t  was pointed out that from the experience of the 
Registrar General of India and the CBI it would appear that it was 



pooslble to quantity the economics effected, the Secretary, Depart. 
rnent of Expenditure s t a M  in evidence: 

"I think in cases where it has been taken up on a Limited scale 
it should be possible to quantify the cost and benefit. But 
when you come to a big thing like the Census organisation 
and the data collected by it, may be in certain processes 
it is possible to quantify the entire thing, but where there 
are many variables involved therein, it would not be pos- 
sible to give you the correct' figure. To give a general idea 
in regard to few processes I believe is possible, but it 
would not be possible to work out in regard to the entire 
organisation because, for working out for 80 tables a t  the 
all India level-with each table requiring a number of 
cross-classification tables-it would require a huge exer- 
cise as there are many other factors which have to be 
taken into consideration at the same time." 

4.30. To a suggestion from the Committee whether the Ministry 
of Finance would consider the idea of quantifying the economies 
effected by the use of computers etc., the Secretary, Department of 
Expenditure replied: 

"Since we have access to the Planning Commission's computer, 
we do on that our work project appraisal and feasibility 
studies. I would certainly welcome your Committee's 
help in enforcing on my sister Ministries the discipline of 
quantifying the benefits and the costs of any investment 
of the magnitude i n \ o l v d  in installing a computer. I am 
sure that the Department of Electronics would also wel- 
come a direction from the Committee that, for all future 
investments, this kind of qualification should be attemp- 
red, if it is not already being done. One has to have the 
norms of cost, the alternative costs by using manual or elec- 
trical methods. because you will appreciate that i t  is not 
always a choice between people scurrying round with quill 
pens and installing the latest IBM computer. There are in- 
termediate stages of technology. One of our problems is to 
At the investment precisely to the kind of requirement 
that there is. There are many cases of data collection and 
data analysis and retrieval where a simple electrical system 
would be better for that size of operation than a large 
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computer or may be, for that particular size of openatrkn, 
a small computer would be better than a large compuker. 
It  is part of the exercise which, I believe, the Department 
of Electronics is &tempting to do-to fit the particular 
requirement of investment to the particular job taking 
into account the kind of =cia1 factors that the Members 
have mentioned. I think, the Gov.ernment is fully aware 
of the requirements of labour-intensity and of choosing the 
appropriate type of equipment and not going in for the 
largest or the most impressive or 'the most modern' system 
for a particular thing." 

D. Resuits achieved after Computerization 

4.31. Many of the Ministries/Departments stated that the results 
anticipated from the installation of computers/data processing equip- 
ment had been achieved. The Committee asked each Ministry/ 
Department to furnish a note indicating the tengible benefits that 
have accrued as a result of the installation of computers and other 
data pmcessing equipment with particular reference to the concrete 
benefits in terms of economy effected or efficiency achieved. Re- 
plies as furnished by MinistriesIDepartments are reproduced below: 

(1) Ministry of Tourism and Civil Aviation 

(i) India Meteorological Department 

"Results achieved so far are:- 

(i) Training of the personnel initially required for the work 
has been completed. 

(ii) Programmes for identification and scrutiny of data re- 
ceived on teletype have been satisfactorily developed. 

(iii) Two different methods of machine analysis of meteoro- 
logical data have been developed. 

(iv) Much progress has been made towards developing 
numerical prediction models suitable for our tropical 
area. 

When the experiments reach a conclusive stage, operational 
weather forecasting will be made on the computer. 

I t  is diflbult to qualify the benefits accrued so far as a result 
of application of computer in a direct manner. However, 
it is expected that when the experiments being conducted 



on the development of numerical weather prediction 
models reaah a conclusive stage, i t  will improve the 
quality of weather forecasts supplied to various user 
oan i sa t ions  such as  agriculture, aviation, navigation, 
space research etc." 

(ii) Air India 

"Computerisation has led to improved efficiency of the opera- 
tions in Air India in different ways. It has made it possible 
to provide the Management with up-to-date information 
on the performance of the Corporation in a wide range 
of operational characteristics promptly, which would not 
have been possible otherwise. 112 a number of cases, the 
non-availability of p n ~ m p t  information would lead to un- 
favourable balances in foreign exchange, excess inventory 
or non-optimal use of resources such as aircraft hours, 
seat capacity and cargo capacity. Existance of a centra- 
lised computer system has enabled prevention of increase 
in specialised staff at varlous stations abroad involving pay- 
ment of salaries in foreign exchange tu nationals of other 
countries. The existence of computer system enabled Air 
India to cope up with the frequent changes in the procedure 
of computation of fares decided by IATA from time t s  
time. It has also enabled Air India to exchange traffic 
information for traffic pooling arrangements and also 
supply government with information for bilateral nego- 
tiations with other governments. Financial analysis of 
revenues, costs and profiQbility has enabled Air Indirt 
t.o evaluate the economic feasibility of continuing the 
existing flights and routes or introducing new flights on 
dffferent routes and to evaluate the performance of 
different stations and regions. It has also facilitated the 
evaluation of different fares offered by Air India and to 
take decision wherever such fares were found unprofi- 
table. Delays in analysing the performance of the Cor- 
poration from various points of view, would lead to delays 
in taking decisions in vital areas such as schedule, plann- 
ing, pricing and ordering and result in substantial losses 
which are avoided by prompt information. Eac.h of the 
items of information require processing of masdve and 
presenting the final results in the form of simple cost per- 
formance indices to the Management which uvuld not be 
possibI4 with a manual system without considerable 



delays and compromise 4.) the quality of output. This 
benefit of computerisation has been primarily in  the area 
of providing such concise and relevant information for 
the decision making leading to the improvement in the 
quality of decision-making. However, in many cases it 
would not be possible to quantify such improvements in 
specific terms and even where such quantification is possi- 
ble, i t  cannot be ascribed solely to the computer system 
since such improvements are brought about by a variety 
of factors including the availability of information for 
decision making and control." 

(iii) Indian Airlines 

Although it is difficult to quantify in specific terms all the 
advantages secured by IA because of computerisation, 
some of the benefits are listed below: 

In the area of Advance Reservation IA have been able to 
improve the response time appreciably in spite of the 
increase in  workload which would not have been possi- 
ble in the manual system. Because of omputerisation 
it was possible to increase the central control from 15 
days to 8 days before departure of the flights. I t  may 
be mentioned here that the growth of Indian Airlines 
would have been considerably slower and foreign ex- 
change earnings considerably less if advance reserva- 
tions had not been taken on the computer. Even one 
additional passenger per flight generates an additional 
revenue of Rs. 12  lakhs per month. 

In the case of inventory control review period has been 
brought down to one month as against six months in the 
manual system resulting in reduction in inventory 
holdings to the tune of Rs. 75 lakhs. In addition pur- 
chases to the tune of about Rs. 50 lakhs could be avoided 
during initial provisioning of certain HS-748 spares. 

As a result of computerisation of Boeing 737 inventory from 
the very beginning IA have been able to keep it at  12 
per cent of the fleet value as against generally accepted 
20 per cent of the fleet purchase price. 

With the help of computers, it is possible to raise bills on 
credit parties within twolthree weeks from the date of 
sale and also have an effwtibe computerised credit 



control system which could not be introduced in the 
manual system. This has helped in bringing down the 
book debts from over 6 months to only 2-24 montb~ 
resulting in saving of about Rs. 4 lakhs per month on 
interest charges. 

2. Minist3.y of Home Aflairs 

(i) Registrar General of India 

"Computerisation has effectqd both economy and efficiency. 
All-India advance estimates covering almost the whole 
range of the census tabulation programme based on a one 
per cent sample could be brought out in 1972 itself. The 
tables relating to degree-holders and technical personnel 
were also released a t  the all-India level round about the 
same time. It  would not have been pssible  to do so 
without computerisation of the data. The basic data 
having been stored more and more savings will come 
with more and more secondary processing. The cost on 
input preparation will not have to be incurred again. In 
fact, secondary processing of data on the basis of the one 
per cent sample tape has been done for fertility tables and 
age distribution of central government employees. The 
latter estimates were required in connection with the 
implementation of the recommendations of the Third Pay 
Commission with regard to group insurance of central 
government employees. Secondary processing with the 
house list data tape for the Konkan region of Maharashtra 
and different cross-classifications with the 20 per cent and 
one per cent data by tapes for some selected towns have 
been done. Special tables for Bastar and the Dangs were 
prepared with the house list and establishment data 
tapes. 

Details of computerised data have been furnished. If we had 
handled all those jobs manually, it would have mst  us 
Rs. 8.53 crores as against about Rs. 4.78 crores, w n t  on the 
computer till September 1975. Computerisation has t b w  
effected economy to the extent of more than 44 ger cent. 

(3) Central Bureau of Investigation 

The switchover to mechanisation and subsequent computeri- 
sation, has resulted in substantial notional savings d 



expenditure that would have had b be i n c w e d  on the 
extra deployment of manual labour necessary for the in- 
creased workload. The number of index cards prepared 
from 1968 to 1974 comes to 4,60,328 which works out to an - 
average of 65,761 cards per annum. Before mechanisation/ 
computerisation, on an average one dealing hand could 
prepare 1,000 index-cards per year. On the basis of out 
put during 1968 to 1970, 21 extra hands would have been 
required if the work had to be done manually. During 
the period of computerised work, at least 50 additional 
dealing hands would have been required to handle the 
average workload had the work been carried on manually. 

The notional savings effected are %hewn in the following 
chart: 

1968-69-70 1970-74 
(Mrchanisation Stage) (Ccmputerlsatlon 

Stage) -- 
Rs. Rs. 

EXPEND IT URE 
Average rental of Data Machines 62,000 17,300 

Average expenditure on  hiring of compu- 
ter , 

- 
Average wages for additional ministerial 

staff . 50,400t 
(6  hands) 

Average wages for st& for Data Section 3 3 , 6 ~ *  44-7 
(7 hands) (5 hands) 

Averages wages of extra man-power anti- 
cipated in manual system Net Notional 1 ,08,m* 4,20,000 t 
savings E . . (21 additional (50 add~tional 

hands) hands) 
Rs. ~,zoo/PA Rs. 2,43,500 PA - 

*@Rs. 400:- per munth (average). 
t@Rs. 7001- per month (average). 

f l h e  savings indicated are only notional. 

3. Department of Pe~~sonnel and Administrative Reforms 

(i) Uniun Public Service Commission 
"It has been possible to handle various items of work pertafn- 

ing to the conduct of the examinations held by the Com- - 



m i d o n  speedily and eflciently and adhering to the time 
schedules only because of the introduction of these data 
processing maahines. I t  can be said with certainty that 
the introduction of these machines has been economical 

+ because the expenditure on handling these jobs annually, 
even at much lower rate of efficiency, would have been 
much more. There wwld  also have been a much wider 
gap between the dates of the examinations and the decla- 
ration of the results thereof. One added advantage of 
mechanisation is to ensure secrecy of results and main- 
tenance of proper record of examinations. In  view of the 
very large number and complex jobs handled on these 
machines depending on individual requirements, it is not 
possible to quantify the benefits achieved in more specific 
terms." 

(ii) Institute of Sectt. Training a3bd Management 
"When the work of certain examinations was transferred from 

the UPSC to the Institute, i t  was expected that the Insti- 
tute wmld have to deal with nearly 15,000 applications. 
The various examinations entrusted to the Institute are 
held at regular intervals (Monthly, Quarterly, Half-yearly 
and Yearly) according to a predetermined time-schedule 
for each examination in the time available. It may be 
mentioned that the number of applications has risen from 
23,000 in 1971 to 72,000 in 1975, and it would have been 
physically impossible to handle the huge volume of work 
relating to the examinations without the aid of these 
machines. The purpose for which these machines were 
installed, namely, smooth and timely conduct of these 
examinations and declaration of results in time, has been 
fully achieved. 

At the initial stage, when the question of mechanisation was 
examined, it was expected that roughly 15,000 applica- 
tions would be received for the Clerks' Grade Examina- 
tion, 1971. On the basis of this work-load, it was estima- 
ted that the expenditure on salaries of staff would be 
Rs. 36,000 per month if the whole work were to be done 
manually. As against this, the expenditure on the hire of 
machines and the salaries of the operational staff was 
estimated to be Rs. 9,3001- per month. Thus, the antici- 
pated savings by installation of machines were expected 
to be Rs. 26,700 per month or Rs. 3,20,000 (approximately) 
per annum. 



. The number of applications has been steadily increasing over 
the years and i t  has reached 72,000 in 1975. Had the work 
not been mechanised but done manually i t  would have 
been necessary tu increase the staff 4 times with conse- 
quential increase in the expenditure. At present, the 
expenditure on the hire of machines and the salaries of 
the staff operating the machines is less than Rs. 2,00,000 
per annum. If the work were to be done manually, the 
expenditure on salaries of the staff would be approxi- 
mately of the order of Rs. 17,00,000 per annum." 

4. Planning Commission 

"The installation of the electronic computer facility has en- 
abled the Planning Commission to carry on the work for 
plan formulation, formulation of the planning models, 
processing of the data of evaluation studies, undertaking 
exercises for the appraisal of projects, and such other 
tasks, subject of detailed comments above. For the 
Plawing Commission, the computer is not a labour- 
saving device but is an indispensable tool for efficient 
execution of its tasks, since the problems to be dealt with 
are not capable of being handled efficiently without such 
a facility. With the passage of time increasingly sophis- 
ticated applications have developed in the regular basic 
work of the Commission." 

5. Department of Statistics 

(i) Central Statistical Organisation ( I .  S.  Wing) 
"By the use of the Unit Record equipment, it has been possible 

to bring out the summary and detailed results of the 
Annual Survey of Industries and Small Scale Industries 
with a reasonable time lag. Without this facility the work 
would have been unmanageable and the time lags much 
longer. Infact a stage has been reached when the unit 
record equipment is unable to cope up with the work 
loads particularly in  undertaking a detailed scrutiny of 
primary information and pruviding for appropriate ana- 
lysis of the results." 

(ii) Computer Cenfre, New Delhi 
"Computerisation has resulted in the production of faster and 

more comprehensive and accurate statistics, such as, 
1 '  Income-tax statistics, Excise statistics purchase, and 



tabulation of Census and Survey data,  consume^ Price 
Index Numbers etc. Computer applications at  the Centre 
may be classified under the following four groups:- 

(i) Bulk Data Processing applications (A substantial part of 
the jobs) belong to this category- 

(a) Statistical Tabulation and Analysis of data. 
(b) Tabulation and Analysis of Census and Survey data. 
(c) Material Management (IAF) 
(d) Budget, Accounts and Billing applications. 

(ii) Information Storage and Retrieval 

(a) Personnel Records and Career Management 

(b) Records of Crimes and Criminals. 

(iii) Management Information System (D.G.S.D.) 

(iv) Scientific and Engineering appkications (C.W.P.C., 
Deptt. R & D.). 

Besides participating in the development of the above appli- 
cations, the Computer Centre has been actively engaged 
in conducting regular training courses for officers of Gov- 
ernment Departments, Computer Programming, Systems 
Analysis and Design and Computer maintenance. About 
50 officers have taken advantage of this training and more 
than 600 programmes and 50 Computer maintenance en- 
gineers have been trained by the Centre. These have 
have helped in judicious pmmotion of computer applica- 
tions in Government." 

6. Department of Space 

"The question of effecting economy or achieving greater 
efficiency due to computerisation does not arise as the 
computers were procurd  and used for work which could 
not be undertaken otherwise than by using computers." 

Deptt. of CommerciaZ Intelligence and Statistics 
"The straight tabulation of cornmodity-wise data for indivi- 

dual countries separately for exports and imports was the 
first stage to be achieved immediately after mechanisa- 
tion. The detailed manipulation of data was intended to 



be introduced gradually over a period of about three 
years. Tlbe original anticipations have since been 
achieved. 

The actual work-load reached has been a b v e  the anticipa- 
tions and, to meet this extra volume of work, the 
Machine Tabulation Unit has been augmented from time 
to time either through the addition of more machines, or 
through the replacement of slower maahines by faster 
machines. The details of these replacements have alreadv 
been given in the original note. 

It  may in this context be pointed out that the original plan 
was meant primarily for mechanisation of foreign trade 
statistics i.e, statistics of exports (including reexports) 
and imports. The plan of work and the subsequent anti- 
cipations depended on the replacements of the machines 
of those days. However, with the large scale expansion 
of foreign trade and increase in its importance and de- 
mand for detailed data by the government agencies and 
by research organisations and by trading public, further 
expansion of work has taken place, which is over and 
above the anticipated work-load at that time. These re- 
quirements had to be a t t e~ded  to, to the extent possible, 
from the existing available resources. 

Secondly, in addition to the foreign trade statistics, the de- 
partment deals with the Inland (Rail and River-borne) 
trade, Coastal trade, shipping statistics, Customs and 
Central Excise Revenue Statistics, which were not in- 
cluded for mechankption at that stage and have not been 
included in mechanical tabulations so far. At times 
these data have to be subjected to mechanical processing, 
thereby adding an additional load on the machine Unit. 
Thirdly, apart from what was anticipated at that time 
foreign trade statistics can and should be subjected to 
much more rigorous detailed anabsis, which has not 
been possible because of load of routine tabulation 
work." 

8. Department of Agriculture 

Directorate of Economics and Statistics 
''Under the scheme for Improvement of Market Intelligence, 

weekly data on market arrivals, trade stocks, etc. in res- 



pect of 22 important agricultural c m t i a s  are being 
received in the Directorate from about 1,300 markets in 
the country. The data are reparted directly by 
the reporting agencies appointed by the State Govern- 
ments and posted in these markets. While data on mar- 
ket arrivals relate to full seven days for the week ending 
Friday, data on trade stocks relate to stocks a t  the end 
of Friday. The weekly data are received during the 
next 6-7 days. During the next 3-4 days comparative 
data in respect of a smaller number of markets for the 
marketing, season for a few years relating to foodgrains, 
major fibres and groundnut are processed with the help 
of mwhanical equipment for immediate utilisation in 
the preparation of policy notes. Data in respect of the 
other select& reporting markets processed with the help 
of mechanical equipment become available with a time- 
lag of two weeks or so. 

For a realistic assessment of price situation in the country, 
study of the trends in market arrivals is essential. Since 
prices data for week ending Friday generally become 
available by the next Wednesday, utility of the data on 
market arrivals lies in their becoming available with a 
minimum time-lag. The time-lag is of 10 days even with 
the help of mechanical equipment. It  will be much more, 
if tabulation is done manually. (Mechanisation has also 
helped in avoiding errors in tabulation). 

Each Zonal Railway reports every month data on exports of 
19 agricultural commodities from each of the 34 Trade 
Blocks. Estimates of net import,o/exports in respect of 
State for utilisation in policy notes is possible only by 
using mechanical equipment." 

9. Ministry of Information and Broadcasting 

(i) Audience Research Unit 

"The installation of the IBM Unit Record Machines resulted 
in elimination of manual tabulation work, gave greater 
accuracy to the results, speeded up the survey reports 
and made it possible for Audience Research Unit to p r e  
sent the results oriented to the requirements of the pro- 
gramme planning. These machines of IBM processed 80- 
column cards, and thus could accommodate more infor- 
mation through multiple punching." 



(ii) Cerrtrd S a k  Unit 
"As the machines have not been put into use so far, the ques- 

tion of intimating the result achieved does not arise." 

(i) P&T Board 

"The computer has been used for scientific calculations re- 
quired in the design of communication equipment and as 
such the benefits can be judged only on the basis of the 
communication equipsnents which have been developed 
with the assistance of the computer. The computer has 
greatly aided in the design of the stored programme 
control electronic exchanges whose laboratory trials 
were carried out in 1974 and whose commercial trial is 
scheduled in early 1977. It  has also helped in the design 
of very sophisticated filters and equalisers used in multi- 
plex equipment as well q,s in coaxial cable systems of 
upto 2700 channels. The computer has also been invalua- 
ble in the calculations of reflection points in microwave 
paths and in calculating interferences within and bet- 
ween microwave systems. Traffic analysis, traffic routing 
and optimiation of location of exchanges are other areas 
where the computer has helped considerably." 

11. D.G.S. & D. 

"As a result of computerisation of the purchase statistics and 
installation of various data processing equipment it has 
been possible to bring out regularly operational control 
indicators on a monthly basis and various other state- 
ments which act as aid to the Purchase Directorates for 
expediting their purchase, operations, thereby enabling 
stricter control on various aspects of the procurements. 
The list of cases where offers expire next month or of 
cases where delivery period has expired or is going to 
expire in the following month, list of contracts where 
supplies are reported completed during the month under 
reference or supplier-cum-store-wiw list of outstanding 
contracts, etc. enable the Purchase Directorates to take 
expeditious action where warranted and take quick ap- 
propriate decisions. With the help of the data processing 
equipment i.e. unit r ecod  machines, i t  has been possfble 

I not only to reduce the delay in bringing out the Mrec- 



tory of Government Purchases by about a year but also 
to cut down the cost of production of the Directory consi- 
derably." 

4.32. In paragraph 1.17 of their 165th Report (Fifth Lok Sabha) 
&he Committee had inter alia observed: 

"Keeping in view the wider ramifications of the Purchase or 
hire of computers etc. from these companies and the un- 
satisfactory utilisation of these machines as has been re- 
vealed by a study of the Railways' computerisation pro- 
jects, the Committee desire that the Ministry of Finance 
should immediately set up a committee of experts to 
examine how far the Govennment Departments which 
have incurred huge experxliture on acquiring these costly 
machines have been able to put them to worthwhile and 
adequate use." 

4.33. During evidence the Committee asked whether there was 
any organised agency in the Government for coordinating utilisa- 
tion of all the computers installed in Government Departments and 
Public undertakings. The Secretary, Department of Electronics 
.stated: 

"As far as I know, at  the present moment, there is no such 
information available. In so far as you asked me, whe- 
ther there was a place where you could have that infor- 
mation readily available on the effective or meaningful 
utilisation of computers already install&, the point I 
was making was that uptil September we were not con- 
cerned with this. That is why we did not deal with it. 
I was making general point that for the future, I think, 
we are much better placed. The Public Accounts Com- 
mittee did ask for the specific information of the nature 
that you have just described. This was meant to be pro- 
vided by the Department of Statistics. In fact, they had 
set up a committee for the purpose. From September, 
this has been transferred to the Department of Electro- 
nics. The Ministry of Finance have told us, "since you 
are going to deal with the entire work of computers, in- 
cludlng those in Government you set up a committee and 
answer the question which the P.A.C. has put." The 



Department of Electronics has now been oflcially asked by 
a letter from the Finance Secretary to do this job. Ia 
fact, we are setting up this committee. We will let you 
have the information. You may kindly let us know the 
period in which you will require this information. We 
will do i t  now. We have not done i t  in the past. This 
is a clarification that I wanted to make." 

4.34. In regard to usage of computers in Govwnment Depart- 
ments, the witness stated: 

"With regard to the specific area of usage in Government De- 
partment,~, since it was not our responsibility, we had 
not gone into this in the past. We will now see as to 
what usage has been made in Government Departments; 
and what it is likely to be. The usage in Government 
Departments will equally define similar sort of usage in 
private and other sectors." 

4.35. The Committee had learnt, with some consternation, in 1974 
that the utilization of computers in tbe Railways was far less than 
originally envisaged and that the computers were not subserving the 
objectives with which they had been acquired. After scrutinising 
tbe action taken by the Railways in pursuance of their recommen- 
dations, the Public Accounts Committee observed in their 165th 
&port (April, 1975): 

"Keeping in view the wider ramifications of the purchase or 
hire of computers etc. from these companies ancl the un- 
satisfactory utilisation of these machines as has been 
revealed by a study of the Railways' computerisation pro- 
jects, the Committee desire that the Ministry of Finance 
should immediateIy set up a committee of experts to 
emaxnine how far the Government Departments which have 
incurred huge expenditure on acquiring thew costly 
machines have been able to put them to worthwhile and 
adequate use." 

The representative of the Department of Elcc tronics stated during 
evidence in December, 1975, that the question of constituting the 
aforesaid Expert Committee was stiB, however, "activity", under 
consideratiom Tbe Committee have not yet been vouchsafed the 
f l d  action, if any, taken in the matter. They are thus driven to 
reiterate that the Expert Committee should be constituted forthwith 
and should include, apart from experts in the field, a representative 
of the Cost Accounts Branch of the Ministry of Finance ancl at least 
oare higbly competent and independent person well-verscd in the use 
ef computers and data-processing machin- by Government for 



administrative, organisatio~al and other related purposes. This 
Expart Committee & d d  examine in depth the justification fer the 
camputem, data processing machines etc., in use in each of the Gov- 
ernment Departments, organisations etc. and suggest concrete 
measures to bring about eficient working. rationalisation and 
economy. T'he Committee would lilte to be iniormed without delay 
of the concreb action taken in pursuance of this recommendation 
and also the results achieved. 

4.36. The Expert Committee will be expeckd to evolve guidelines 
and check lists in order to ensure that at  least in future the requests 
for acquisition of computers, data processing machhes etc. would 
be examined critically in the light of the guidelines before decisions 
are taken. 

4.37. The Committee emphasise that the Uepartmentsjorganisa- 
tions desiring to acquire computers, data processing equipment etc. 
should make a thorough preparation of their cosc by identifying in  
detail the projected tasks and assignments, as well as organising 
rhe data to be fed to the computer and training of staff etc. so that 
the computers, data processing equipments etc. could become 
effective immediately after acquisition. It  is also necessary to have 
a perspective plan to ensure the optimum utilisation of computers, 
data-processing machines etc. on a long term basis. 

4.38. The Committee stress that there should be a built-in arrange- 
ment in the department, organisation etc. for periodical evaluation 
of the actual use made of the computers, data-processing machines 
etc. with reference to the hypothesles and parameters on the basis 
of whir11 they had been acquired. This review should be carried 
out at least once a year, so that timely remedial measurvj wherever 
required, could be facilitated. There should he no hesitation in 
giving up t b  use of a computer, data-processing machine etc. where 
the logic of experience warrants it or where the work could be done 
more economically by availing of the facilities it) a Computer Centre 
or in another Government department,organisatioo. It should have 
also been possible to quantify the gains in financial terns as far as 
possible and to compare them with the parameters which had been 
assumed at the time of acquisition of compaters, data processing 
equipments etc. That their continued use could and should be 
determined with reference to the cost benefit lnctor is a point which 
should not be lost sight of. 

4.39. The Committee are glad that tbe Department of Electronics 
are encsuraging the setting up of Computer Centres in metropolitan 
as well as Regional sites. As these would be medium/large-sized 
computers with a wide range of capabilities, it is necessary that there 



sbould be meaningful coordination between the computer centres 
and the users, particularly those belonging to Government and the 
puMk sector, so that the Momnation and input and output systems 
in the computer centres are made to sub-sem the best and w f h t  
public interesb The Committee d t e r a t e  that they look to the 
computer not just as a labour-seving device hiat as an instrument, 
indispensable in the modern context, of upgrading organisationel 
capability to take well-informed and vitally productive  decision^ 
after takiig into consideration the present-day mu1 tiplici ty of rele - 
vant factors. For example, there could be highly significant com- 
puter study and analysis of our exports and imports with reference, 
particularly, to the efficacy of incentives given to increasc exports 
of manufactured products and to export goods to new nriwkets, and 
also the inter-related subject of dis-incentiveii for imports, so that 
the country could accelerate the achievement of a self-reliant 
economy. There could also, similarly, be studies to evaluate the 

impact of various economic and fiscal measures on the development 
of the economy in various sectors, so that Government could have 
useful and timely information on which to base appropriate action. 
The Committee note that the Department of Electronics have already 
taken some initiative in the matter of devcloping all information 
system in various fields, such as coal, steel, manpowcr planning etc. 

4.40. The Committee would very much like a closer co-ordination 
between the Department of Electronics and the user Departments. 
This should help to identify in depth the relevant requirements, 
particularly those which have a bearing on planning and develop- 
ment and concern more than one departrne-t. It may be worth- 
while to classify these requirements broadly under thrce heads:- 
economic administration, social administration and general adminis- 
tration. There could be compact groups consisting of the represen- 
tatives of the Department of Electronics and the Departments con- 
cerned, so that they could identify the area. requiring computerisa- 
Uion after mutual exchange of ideas and programmes. Similarly, 
the requirements of computers for the sector could perhaps 
also be identified on a sectoral basis with the help of the Bureau of 
Pub& Enterprises. 

The Committee consider it important to stress that it is only when 
there is meaningful coordination between the user departments and 
the Department of ElectronicsjManufactur!ng Units thnt a computer 
system programme can be properly designed to servo the public 
interest in the best way possible, and to avoid the waste, which so 
-often occurs, of the country's talent and trewure. 



CHAPTER V 

DATA SECURITY 

5.1. For an expert bent on crime, it is :inid cracking a computer 
system's defence is only 'as difficult as doing a hard Sunday cmm- 
word puzzle'. According to a story entitled 'Waiting for the Great 
Computer Rip-off pnblished in FORTUNE. July, '74, ZARF, a joint 
project of the U.S. Air Force and MITRE Corpolatlon-a defence 
research out-fit, is said to have 'subverted everyonc of the system's 
(Multies)** safeguards' which has been dcsigrled' with security as 
a n  upper most consideration. This is an instance of the vulner- 
ability of the modem electronic data processing systems. Until not 
long ago computer manufacturers and users saw little reason to fear 
that an unscrupulous person at one terminal could be able to read, 
alter or delete another user's data or ta rnpr  with the intricate 
programmes that manipulate this data. But in the recent yervv 
even the manufacturers have come to a--kr~wledqc that ~t is not 
very difficult for some o m  with a lot of skill to dl3 things like thet 
w e n  with the most seaured system now m existence. Robert 
Courtney the man responsible for safegi~ards that go into IBM 
equipment is stated to have classified computer related risks into 
6 categories. Among these he has mentimed the "cntcgory that 
includes remote manipulation of the sy~tein by outsiders". 

5.2. There are various subtle methods t ) ~ .  w h c h  unauthorraed 
persons can have access to the information sorted in the computers: 

''The programmers who write the software can subvert aup- 
posed protective features or instal "trapdoors" for subse- 
quent entry. Operators may ha\ c laily oppor:unity to 
tamper with data or files. Maintmancc n c n  may incor- 
porate subversive instructions i n i u  the test programmes 
they employ to test for mal-functions. Wiretaps and 
various bugg~ng devices can intercept data transmissions a 
even pick up electromagnetic emanations from wires and 
terminals. The tappers may use ~n tercep ted passwords to 
"masquerade" as legitimate users, or may even insert "pig- 
gyback" data into legitimate transmlssims. Sometimes 
legitimate users borrow passwrds to masquerade a 

**A new computer system designed f y lI3me~wei! inc. . . 



browse ia other people's ALes. And persans posing as 
legitimate users may employ a large repertory of tricks to 
penetrate operating systems from afar."' 

5.9. h vim of our new dependence on foreign multinationals for 
tbe mpplg of somputers and other data p m s s i n g  equipment, the 
&munittee wanted to know whether adequate attention had been gi- 
ren towards maintaining secrecy of information stored in various 
computers from the point of view of security of the country. 

5.4. During evidence the Committee enquired whether the Depart- 
ment of Space took any special precaution-, to ensure that the security 
implications invoked in importing and installing a computer of 
foreign make were duly considered. The Secretary, Department of 
Space stated: 

"In the lndian Space Research Organization, we take extreme 
care that not only computers but virtually everything 
which we purchase from outside iundamei~tally, are delin- 
ked from the person or the c0mpar.y from whom we have 
purchased As you are aware, in respect of concerns 
whose main centre of gravity is abroad, outside our 
oountry, and who have representatives in this country, we 
maintain a very special care that the equipment we use- 
and this includes computers-is entirely within our own 

I 

control. We screen our own staff for their integrity. Also 
access to the places where equipment is repaired or where 
replacement of a particular part is involved, is in a con- 
trolled manner. In other words, the processing is stopped 
if a person is to come down and instal something which we 
have purchased; we take care, when he does this, that he 
]is completely cut off from any other information in the 
Oentre." 

5.5. Asked whether this implied that the Government was alive 
b the danger8 involved in dealing, in regard to sensitive acquisitions 
with an organisation like IBM and necessary steps were being taken, 
Qw Secretary, Department of Space replied: 

1 would say 'Yes, except not in a very special sense'. In the 
lest five years or so, we have been fairly aware of the dif- 
W t  position in which the IBM has been able to place the 
varlour parts of the world. We are aware of some of the 

*Vide "Waiting for the Great Computer Rip off' published in 



iovestIgations, in particular our own Government's views, 
concerning how the IBM's operations are to be restricted. 
Sn doing m, we have maintained rather a special contract 
with the Chairman of the Department of Electronics Com- 
mission." 

He added: 

"In our higher management, we take a definite view in this re- 
gard. . . . . . Our maintenance is "in-house" and we do not 
remain dependent on others." 

5.6. Commenting on the technical aspects of the leakage of infor- 
mation through computers etc. the Secretary, Department of Space 
stated : 

"Data-gathering from these computers without the knowledge 
of the people who are running the computers or a given 
establishment would require two impor ta~t  elements. The 
simplest way would be that on what is programmed, the 
computer is given instructions. This is always by a human- 
being. The instructions take the form of a code ~ m a l l y  
called and universally used now as the For t~an  Code. You 
write down the instructions on a set of cards. These take 
sequences of 7eroe; and 1s The processing of the compu- 
tor recognizes these instructions and carries out the pro- 
cesses. If this programme is known to say, someone-else 
out-side the organization, he would not be gathering this 
information at the time when it is processed but he would 
know that this is being done or this can be done." 

5.7. A representative of the Department of Electronics stated in 
lbds context: 

n . . . . . .the system that we have today are essentially batch 
processing systems and each user has built up data for his 
own area of control and developmental me thodology for 
wcessing that information. Security aspects get accentu- 
ated when one gets to a computer based information sys- 
tan The information that we contain in a large almirah 
of Cards is contained in  a single magnetic tape. The as- 
pect of security becomes paramount when we computerise 
tbe data. Secondly, the security aspect from the person- 
nel point of view becomes more important because per- 
KJIM are able to handle much larger volumes of informa- 

1 
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Uon now in a very handy manner. There are ws~ibilftfe~ 



of information being leaked out d i ~ e  to inadequate securi- 
ty cover. When we get on to the next phase of computer 
based systems, there has got to be it2teractions between 
data generated in different departments which will be 
brought together and the multiple data files handled on 
the  same system. There is a serious security problem ari- 
sing out of multiple access on the same computer and one 
might get information which is strictly not relevant to 
him. When one gets on to the next generation or compu- 
ters where large information banks will be brought on to 
the system, w e  have to devise very strict methodologies 
and procedures. There are certain procedures in the com- 
puter software itself which take care of the security as- 
pect. 'Illere are some code words and names assigned te 
the users and users are precluded from the data which 
is not of relevance to them. 

Apart from normal material and personnd aspects of security, 
I would submit that there are computer experts who are 
working a t  software to ensure this security and i t  is a 

r matter which we must take note of and bring about fie- 
curity measures before we embark on large scale inform- 
ation system. 

The other aspect is that of maintena~~cr?. The manufacturer 
has an  influence on the user. This has been taken note of 
the  Cabinet has approved of setting up the Computer 
Maintenance Corporation in the Public Sector, and since 
Electronics Commission was set u p  the Con~missjon has 
insisted that computers imported frr)m abroad be main- 
tained in house by the user. The Computer Maintenance 
will start functioning in 1976, and maintenance of the 
computer systems being imported will be taken over by 
the Corporation. This will &-link dependence of the com- 
puter user on the manufacturer." 

5.8. The Committee wanted to know whether the Home Ministry 
which has an overall responsibility with reference to security aspect 
had taken serious note of the matter and has communicated with the 
different Ministries about what <,ught to be done and what ought not 
to be done when computers are acquired. The Secretary. Min i s tq  
of Home affairs, replied: 

"As a user Ministry for the computers, we ensure that nothing 
goes to the computers which has a security angle. About 



the Home Ministry's particular role as a coordinator, we 
have on our intelligence side an organisation which looks 
into the activities of the various organizations, the kind of 
role which they are playing and for that matter, it be- 
comes a responsibility to see if there is any such anti-na- 
tional activity being indulged, or if there is anything which 
could be a risk to us. That is the particular job of an or- 
ganization which exists in the name of CJB. That goes 
into that. @ 

w n 

Particularly in relation ta these computers. as far as I am aw- 
a re -and  my st& in this Ministry has not been long-I 
would say, instances of this nature have not come to our 
notice." 

H e  added further that every Ministry is supposed to take care 
.I the security aspect. 

5.9. The Committee specifically asked whether the Ministry of 
Rome Mfairs have issued any special instructions or laid down an:- 
guidelines for the Ministries/Departments in connection with the pr t-  
mutions to be taken for safeguardmg security while these machine 
are used. The Home Secretary stated: 

"As far as computers are concerned, I am not aware of any such 
instructions being in existence." 

5.10. The Secretary, Department of Space, elucidating the position 
m respect of his Department stated: 

"As far  as Department of Space is concerned, I would like to 
confirm that we have maintained from the beginning a 
very special concern about not only the general security 
but also the computer activities. In this context we have 
placed certain restrictions that anyone who visits any 
one of our centres has f ikt  of all to be screened, carefully 
escorted, if he is from outside our organistion, by any one 

d of our own people. And no foreigner can enter any one 
of our establishments without a special permission being 
given. There are areas in each one of our centres which 
are out of bounds and we take care without necessari1)- -. making a lot of fuss about it. During the installation o' 

I 
a the French Computer, for example, we will not allow an) 

body from outside to enter there to meet our people. We 
i, * rwd, In preference to their entering in, our own people so 



that they know what the computer system would loot 
like. If there are any problems we will tackle them ourc 
selves. The computers are for special purposes and they 
are  linked with other technical equipments which we have 
ourselves designed. So, there is no question of any main- 
tenance, of the computer or anything of that kind being 
done by anyone else. We do everything ourselves." 

5.11. The Committee asked whether apart from the measures 
proposed to be taken in regard to data securit:~, any safeguards had 
already been taken by the user Departments before acquiring data 
processing equipment from IBM. The representative of the Depart. 
ment of Electronics stated that the security responsibilities were 
with various user organizations and there were no specific directives 
in regard to computer security although the normal security regu- 
lations do cover this aspect also. 

5.12. The Committee then drew attention to the statement of the 
Chairman of the Board of IBM contained in the Annual Report for 
the year 1974 which inter alia stated that "Data security-the safe- 
guarding of data stored in a computer-is a technical problem and 
will be-one of the basic design criteria for its data processing pro- 
ducts". Commenting on the statement, the Secretary, Department 
of Space stated during evidence: 

"The overall IBM operations include two different kinds of 
data processing--one in which, the computer is bought out- 
right by a user. The computer is essentially a large stack 
in which you can store information. If the control of this 
entire system is in the hands of a particular organisation, 
that is, the hardware, programming and the de- 
tails of the computer system and there is no access to it 
by anyone outside, I think, then you have one class of 
problem. The other is the case when you hav2 3 compu- 
ter which is shared. IBM and many other companies ab- 
road give to the users computers on hire. The entire in- 
stallation is set-up by the company. I t  is used in a time- 
sharing mode or budget sharing mode by a number of 
users. As far  as I am aware the state of the art is such 
that there is no hundred per cent guarantee that when you 
have an access to a large computer by a number of agen- 
cies then the data cannot be spkd upon or information 
found out by one user about the other. I am not fully in 
the picture about all the computers in our country. Cer- 
tainly in the Department of Space there is none,such. No 



hiring is done from any outside agency. So, technically it 
is possible but whether i t  is practical immediately in  the 
context of the Indian scene that would seem to be a bit 
doubtful because we do not have time-sharing system yet." 

5.13. The Committee also drew attention to s n  article ~ppearing 
in the Press which stated that a sales representative of a U.S. Elec- 
tronic Company had sometime back remarked that he knew quite a 
bit about classified defence projects in India largely because he 
knew what elxtronics systems were being imported fmm his com- 
pany and knowing what possible use they could be put to he could 
make a good guess about the capabilities of the systems that the In- 
dian Defence Forces were building. A representative of the Depart- 
ment of Electronics replied : 

"As a very first approximation what this report says has some 
justification. If one looks at an organisation, e .  g . , an or- 
ganisation that has a computer with a memory capacity 
of 60,000 words and another organisation that bas a com- 
puter with a memory capacity of 10,000 words. The sort 
of processing done by the first organisation will be compa- 
ratively limited. One can make a broad guess about the 
capabilities of a particular organisation in terms of the 
resources they have for analysing a particular p r o b l w .  
This would be particularly true with regard to uses whi& 
are totally hardware oriented. If it is a piece of c o m u ?  
nication equipment performing a particular function, one 
could say: your communication capability is not more than 
15 KM or 20 KM. With regard to the computers, apart 
from the hardware aspect. there is also the software aspect. 
I t  is also true that in India we are extracting much more 
from the computers nrhich were earlier used in western 
countries, in spite of their limitatims because we do some, 
preparatory work manually and v x  put the compute;. td; 
much more analytical work. S o ,  while the first presump; 
tion may be seemingly correct, with regard to hardware, 
where software capability is concerned, one cannot attach 
too much weight to that statement." 

5.14. In this context the Secretary, Department of Space stated: 

"I lhink i t  would be fair to note the foliowing background in 
relation to the question you have asked. The number of 
Indian engineers and scientists who know com'pter sys- 
tems and who can design them is not quite so smaM as we 
sometimes tend to think. The difficulty arises this way- 



When they want to design a system, they can put it down 
on paper. The hardware, let us say, the electronic com- 
ponents and the peripheral systems which are necessary to 
put it together and to get it working are not all built in 
the country. So agencies outside the country can take the 
view that we will use the computer systenl for this purpose 
or for getting this information and they can know with- 
out the knowledge of the Indian Government. The check 
against that would be primarily specific designs m d  sys- 
tematic control, whether they are Inhan or foreigners, of 
all pemons who deal with maintenance and ~epairs,  all 
persons who have access to the systems. One needs cons- 
d<ws effort to do that. Even then the overall intelligence 
gathering organisations of agencies abroad are quite com- 
prehensive and information is collated not only a'bout the 
specific nature of the electronic equipment which goes 
into the computer or military hardware, but also about 
other elements. The intelligence agencies put them to- 
getber. Sonne of it is even published in technicaI journals. 
These are extremely intelligent guesses: there are pluses 
and minuses to it." 

3.15. Attet a vivid delineation of certain facts of this picture, the 
rltn- et;lPssed that there was the  requisite awareness of the dan- 

involved and observed: 

1Ae overall possibility of espionage or intelligence gathering 
wfthout the knowledge of other people is really fantastic 
in electronics; there is a large electro magnetic spectrum 
from which you can gather this information." 

5-16, The Cormnittee then enquired about the chances of securi- 
ty rbk fn reFvicing and maintenance of computers by foreign com- 
Wea M a g  evidence the representative of the Department of 
Zkctmdcs  stated that: 

"The maintenance by foreign companies is by Indjan person- 
nel; there are no foreign personnel in those foreign com- 
panies on maintenance duties. They are in the pay of the 
fowign company. In the installation, the maintenance en- 
gineer is not treated any different from any other outsider. 
Wben he comes into tKe computer installation, he has got 

i rn assigned place of work for carrying out maintenance 



work. The possibility that if he becomes very friendly 
with the personnel of the compute;, he can get access t e  
information is there. This risk comes strictly under the 
purview of standing instructions with regard to security 
of personnel and material." 

5.17. During evidence the Committee wanted to know the steps 
taken by the Ministry 04 Defence to safeguard that computerisation 
and the type of electronic devices in the computer performance of 
our Defence activities do not pose a problem prejudicial to security. 
The Secretary, Ministry of Defence Production, after pving the 
Committee an idea of the computers set up in Defence undertakings 
and research organisations and also broadly, of the way they were 
worked, added: 

"In so far as the security aspect is concerned, the software, 
which is the heart of the computer, is designed by our 
people, whosoever the makers are, IBM or otherwise. There 
are numerous other makes also in use. The makers st& 
have no access to software. When we call them for main- 
tenance, they look at the problem and put the machine in 
order again. I believe they bring with them certain tests 
programmes which check the data system a t  fault. They 
satisfy our people that this system is again working in 
order. Then they go away. As far a s  working of the com- 
puter is concerned, it is entirely left to our people and to 
that extent, we feel that access to our information, whe- 
ther it is of the dedicated variety or the general variety, 
would be entirely limited to our people, to our scientists 
alone. Outsiders will have normally no access to such 
inf onna tion." 

5.18. The Committee enquired how it was ensured that the scien- 
tbts recruited for sensitive work were not to prove amenable to cer- 
tain infiwnces emanating especially from powerful sectors like the 
Multinationals. In reply, the Secretary, Department of Defence Pro- 
duction, stated: 

"Like all Government servants. the scientific staff in the 
Defence Research Organisation as well as the technical 
staff in the RDSO are screened by the police before they 
are employed. There is the security screenipg. After that, 
I do not know what other method they have to keep a 
watch on these people, But I do believe that their activities 
are under some sort of an overall surveillance." 



5.19. The Committee wanted to know if there were any security 
arrangements to ensure that the maintenance people for IBM did 
not get mixed up with our own people who are actually incharge 
of coding etc. The Secretary, Department of Defence Production 
deposed: 

"They are not there all the time. They are brought in only 
when the system develops a fault. They would not be 
in our office for more than a few hours at  a time and 
then they go away. I t  is like calling a machine." 

5.20. Supplementing the answer, a representative of the Depart- 
ment of Defence Production stated: 

"As far as the security was concerned, they could come inside 
only on special permission as they do in all defence 
establishments with a special pass and their coming in 
and going out were always noted. We had adequate 
precautions to see that they did not have any access to any 
of our important documents or important information 
which was stored in the cards or tapes." 

5.21. The Department of Defence Production in a written note 
sent subsequently stated, as under, in regard to the screening of 
scientific and technical staff in Defence Research Organisation: 

"All the information pertaining to the inventory holdings, 
. production matters etc. are kept completely out of bounds 
for non-DPS staff including IBM personnel. In the in- 
itial stages when the conlputer~sation has started. M/s. 
IBM have trained various personnel programming and 
system designs. Though M/s. IBM's help was sought on 
the varlous uses to which the computer c,in be put, they 
Mere never associated with any Input data. Furthrr 
Ihe persons who operate the machines are all on 
the strength of the HVF whose antecedents have been 
already verified before recruitment The punched cards 
cannot be taken out of the Factory In view of the strict 
security checks that are imposed on all persons coming 
in and out of the factory. Furtlier the factory pro- 
grammes which are a must for interpreting any data are 
written by a few authorised persons only and also these 
programmes are kept under lock and key. The various 
managerial reports t ha t  are prepared on the computer are 
sd~strlbuted to the authorised user sections only and it is 
ensured that the drafts, carbons, etc. are destroyed. The 
waste punch cards are defaced before they are disposed 
off, and they are periodically burnt." 



5.22. The Committee enquired whether M/s. Arthur D. Little, 
American Consultants, got a fairly exhaustive view of our defence 
position when they reported on improvements or rectification-, in 
it. A repi-esentative of the Department of Defence Production said 
in reply: 

"Mr. Litlle's report was a general report which consisted of 
various aspects of defence production." 

5.23. ( \n  further enquiry as to whether the American Consultants 
who wen, brought into gear up our defence Organisation had been 
given det,sils of our defence installations, etc. the Secretary, De- 
partment of Defence Production replied: 

"Once having brought in cousultants, it is very likely that we 
had to expose before them a good part of our capa- 
bilities, so that they could render a report. Otherwise, 
how could they have rendered a report?" 

5.24. The Committee then wanted to know the security check 
that are taken against the possibilities of certain devices being 
implanted into a machine purchased or taken on hire which can 
pass on messages to an outside agency, a representative of the De- 
partment of Electronics stated: 

"At the time we purchase the equipment, our own e n p e e r s  
should check up the system completely and make sure 
that there are no gadgets or devices which are implanted 
into the machine. 

' h e n  wit!? regard to the question of the security and implanting 
of certain g,adgets within the machine for remote-sensing 
of data, this cannot happen in our country because these 
arc simple data-processing machines. and more sophisti- 
cated items are invariably managed by our own people." 

5.25. A repsesentati\re of the Mlnistry of Defence referring to 
this possibility stated: 

"We have marked on this off and on for 13 years but we 
found no cause for such a doubt." 

5.26. On being informed that what is happening inside a computer 
at  a distant piace can be known with the help of a transmitter, the 
Committee wanted to know the kind of vigilance esercised by the 
Ministry of Communications which co-ordinates the activities of 



transmission including that of Defence. The Secretary, Ministry of 
Communications replied: 

''We h8ve a monitoring organisation in the Ministry of Com- 
munications which monitors transmission through wire- 
less in the country. But the scope of this monitoring 
organisation does extend to monitoring of what we call 
dmdestine transmissions, i.e. transmission on frequencies 
which are not authorised or licensed. We have a system 
of licensing of the wireless operations in the country and 
we keep a watch that people are not violating this licen- 
sing procedure. they are not using frequencies which have 
not been licensed. This system of monitoring by its very 
nature has got a very limited capability in the sense that 
i f  one would expect from the monitoring organisation that 
qrerv transmission that goes on in the country at any 

, I, point of time, at  any place in the country can be moni- 
torinp: that could not be technically or physically possible. 
Monitoring organisation scans the atmosphere and finds 
qut whether any transmission is going on at any frequency 
ana whether that is licensed one. If any particular moni- 
tored is not licensed, we probe to see what is going on. We 

I detect quite a number of transmissions which are not all 
ripht. Some of these transmissions are by mistake from 
installations which are regularly authorised at a parti- . cular frequency, but by technical fault they transmit on 
other frequencies which are not licensed. We could detect 

4 certain transmissions by so called 'satawalla' who trans- 
mit business transactions which are not authorised." 

321. Elucidating the position about the transmission from an 
uea other than that authorised, the witness further stated: 

"If the frequency used is one of the authorised frequencies 
we take it that it is being used by a particular party 
registered for that particular area. Sometimes, i t  happens 
that frequeney which is authorised to work in Calcutta 
area is used in Bombay area and we come to know about 
it and that indicates that is not authorised. But if the 
transmission is going on in the Delhi area on an autho- 
rised frequency which was licensed, than obviously 

9- monitoring organisation would not bother about it unless 
particularly their attention is drawn indicating that some 

II r special monitoring has ta be done for a particular pus- 
, . -+" 
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5.28. The Committee desired to know the views of the Secretary, 

Communications, in regard to the security aspects involved in our 
virtual dependence on an organisation like IBM for our data pro. 
cessing requirements. The Secretary, Communications stated during 
evidence: 

"Regarding any international organisation of this type! which 
is foreign, without mentioning anything specific it could be 
sala that we would not be surprised if we came to know 
that some foreign multi-national corporations which are 
operating in our country, adopt certain methais which 
are not in our national interest. But, as far as any in- 
formation going out through the fact that they have made 
such a big inroad in the computer installation in our coun- 
try is concerned, I might mention that the only way in 
which they can get information is if we involve them in 
software development for any particular requirement or 
application in our country. Whenever we want to use IBM 
machines, there are two ways of using it. One is that 
we punch our own information and we use the machine 
for collating and for getting certain printed results. The 
other area is where we want to use them for some more 
rophlsticated purposes, in which case we take the help 
of the IBM group of people. When that happens, we  have 

I to supply them information. My suggestion would be 
that in no circumstances should we use the staff of the 
Company for applications where we have to give infor- 
mation to them and ask them to develop soft-ware. As far  
7s hardware requirement is concerned. I do not think they 
could use that information for any specific or particular 
purpose. The other point which you mentioned this 
morning was about the possibility of any sort of radiation 
going out or any sort of high-frequency transmitter ra- 
diating out of the computer automatically, which was 
being used for some national purpose. These are remote 
because any apparatus which is being used as a high fre- 
quency transmitter h r n  a computer could be subjected 
to monitoring and within a very short period we would 
know whether any high frequency transtnission is taking 
place. I t  is not difficult to detect it because that  articular 
transmission has to go into the atn~osphere and we can 
detect it very easily. There are po:sibilities of a compu- 
ter being used on hire. For example. you have a compu- 
ter  In Delhi. You want to feed certain information from 
Calcutta over the communication channel, which the 
computer could sort out and collate and give the analyrd.. 



ID that case, from the communication link even if it wan. 
a very classiAed information, it could not be easily ob- 
tained. In our country, the communication links that we 
are using are the so-called coaxial or micro-wave links, 
They do not easily permit anybody else getting or ex- 
tracting information out of them" 

5.29. The Committee then drew attention to the observations a t  
page 189 in the book C.I.A. by Victor Merchetti and John D Mens 
which reads as follows: 

"Strictly speaking classical espionage uses human beings to 
gather information; technical espionage employs machines 
such as photographic satellites, long range electronics 
censors and communication intercept stations. Technical 
collection systems were virtually unknown before World 
War 11, but the same technological explosion which has 
affected nearly every other aspect of modern life over the 
last 25 years has also drastically changed the intelligence 
trade. Since the war, the United States has poured tens 
of billions of dollars into developing ever more advanced 
machines to keep track of what other countries are doing, 
especially communjst countries. Where once an agent 
sought secret information with little support beyond his 
own wits, he now is provided with a dazzling assortment 
of a u a o  devices, rniniaturised cameras and other exotic 
tools." 

5.30. Asked to state his views in this regard, the Secretary, 
W s t r y  of Communications stated: 

"What I feel in Government is that there are two aspects of the 
matter. One is the machine and the other is the man. In 
a poor developing country like India which is trying 
to improve its economy and come to a certain level in the 
wmity of nations of the world, it is very necessary that 
every man who is working in a sensitive and important 
position works with defM te national dedication. After 
all, there are temptations to everybody from all sorts of 
spheres, and it is not temptation from one source only. 
It L very necesary that the persons who are in important 
positions, in sensitive positions, who deal with the nation's- . 

k. c lecrets Lwd develapnent have a dettain raatfonal 



roach. Otherwise, the nation cannot rbe. That fe the 
main aspect of it, and the other is the machine aspect. 

In the machine aspect, obviously tt has to be ensured that 
nobody is able to pick up secret information from our 
country and use it against us. Cornrn~nications is a very 
important matter because we often talk on the telephone, 
on trunk lines, about secret, classified information. We 
were aware of the fact of the thing being used against 
the nation. In that respect, as I mentioned as far as the 
computers are concerned, my personal view is that if 
we buy a computer from IBM, it will be very difacult 
for the company to put in a gadget clandestinely such 
that the information which is being fed in the computer 
is just triggered off on a high frequency radiation to be 
picked up elsewhere for a purpose of this type. That is 
not possible to do so. As far as our communications are 
concerned, there are coaxial cables and microwave are 
not easily tapped. Our microwave systems are quite fool 
proof in that respect a s  I mentioned earlier. Wherever 
people are talking on classified information, we have 
provided special arrangement either by giving a separate 
exchange to them or by ensuring that their calls are not 
monitored by somebody else. For people who deal with 
classsed information, we have also provided secm- 
phones so that other people are not able to hear it. I t  is 
a very important national matter and we have to be very 
vigilant about it. Beyond it. it would be very difficult for 
me to advance any suggestion." 

5.31. The Electronics Commission in a note to the Committee 
detailed the need for adequate provision for secrecy and security 
of information as follows: 

"The Electronics Commission and the Department of Electro- 
nics fully recognise the need for security of information 
and since 1971 have been consistently advising various 
users regarding the security of information where 
necessary and to the degree found necessary. The 
security of information, however, should be viewed from 
another angle also. As a function of the level of secrecy 
imposed on the data base in a computer, there is a cost 
associated, i e .  secrecy can be achieved only by investing .. in v. It is for this reason that the Department of . , l b c b o r d ~  advises the users regarding appropriate levels 

v d of different typta of data bases. Some of tb .. 



mechanisms employed for security of information ate 
briefly as under: 

(a) Hardware keys are available which can be used to lock 
up operations of ciata bases in the form of discs, tapes 
ctc. However, it may be necessary to put in some of 

-the hardware locking features with the help of local 
computer engineers over and above what the manu- 
facturer provides. This is being looked into by the 
Department of Electronics. 

r b) A number of different types of software keys are also 
available where codes similar to combination keys are  
made available to the user. Each user can have his own 
key in the form of a code best lolown to him. Even 
here, local system software people should be employed 
to develop additional sodttware locking Features over 
and above what has been provided by the manu- 
facturers. 

(c) It  is desirable to keep the manufacturers outside the 
purview of maintenance of computers or at  the time 04 
additions of new sub-systems. Setting up of the Com- 
puter Maintenance Corporation by the Department of 

i Electronics has already provided the answer to this 
problem. 

(d) It  would be a healthy practice to keep all users away 
from the main computer installation. Fortunately, the 
latest technology has provided means for effecting this. 
I t  is not possible to connect several remote termin@ 
to the computer so that all users will have access to the 
larger machine only through the terminals which may 
be even a few kilometers away. This reduces the un- 
necessary traffic within the premises housing the main 
installation. The security of information is now a 
full-fledged discipline and in the country, and 
there are a number of Indian engineers who have 
specialised in this area. A panel of these specialists to 
advise the Electronics Commission on the security as- 
pects will be set up." 

5.32. In the U.K. where there has been perceptible growth of 
.computers in recent years, the problem. of ensuring confidentiality 
of the information stored in the computers has received special 
attention. The matter has been reviewed at length by a number of 



Expert Committees and two White Papers on the subject of 'Com- 
puters and Prwacy' and 'Computers: Safeguards for Privacy' have 
been brought out. The Committee gathered that the action has been 
taken in two directions as a result of these studies and surveys in the 
U.K. 

5.33. Firstly, the British Computer Society and the National 
Computing Centre haye initiated a series of projects designed to 
increase knowledge and understanding of securtiy and has 
established a Central Reference Body tq provide computer users 
and manufacturers with information and guidance about security 
measures. This Central Body is advised by a Committee whose 
members represent between them all sections of the computer in- 
dustry. 

5.34. Secondly, the Government have concluded that there is 
need for legislation not only to keep the situation under review but 
also to see that computer systems in which personal information 
is held, are operated with appropriate safeguards. A data Committee 
has been formed pending the setting up of a permanent statutory 
machinery to help evolve standards which would safeguard personal 
information against unauthorised use and keep an eye that the com- 
puters in fact operate within these parameters. I t  would not be out 
of place here to mention the statutory objectives which have been 
urged by the Expert Committee in the U.K. 

(1) Information should be regarded as held for a specific 
purpose and not be used, without appropriate authori- 
sation, for other purposes; 

(2) Access to information should be confined to these au- 
thorised to have it for the purpose for which it was 
supplied. 

(3 )  The amount of information collected and held should 
he the minimum necessary for the achievement of speci- 
fied purpose. 

.(4) In computerised systems handling information for sta- 
tistical purposes, adequate provisions should be made in 
their design and programme for separating identities 
trom the rest of the data. 

(51 There should be arrangements whereby the subject 
could be told about the information held concerning 
'him. 

493 L.S.-12. 



(6) The level of security to be achived by a system should 
be specified in advance by the user and should include 
precautions against the deliberate abuse or misuse of in-. 
formation. 

(7) A monotoring system should be provided to facilitate the  
detection of any violation of the security system. 

(8) In the design of information systems, periods should b e  
specified beyond which the information should not be  
retained. 

(9) Data held should be accurate. There should be machinery 
for the connection of inaccuracy and the updating of in- 
formation. 

(10) Care should be taken in coding value Judgments. 

5.35. The Committee attach great importance to the data-security 
aspect involved in computerisation. So long as the leakage of in- 
formation was possible only through men data security did not pose 
so very much of a problem. But with sophisticated instruments 
which can be remotely controlled or with components which can 
store information several times more than the normal human 
brain can, the dangers to data-security have become far- 
reaching and almost frightful. Today, it seems, in most of the Gov- 
ernment Departments we generally have what is known as 'batch 
processing systems'. But in the not very remote future we would be 
having information systems inter-connected with each other or sys- 
tems with multiple access. These new facts of technologicdi change 
are  bound to pose peculiarly complex problems of security. The 
Commitrtee would urge that immediate attention should be giverr 
to this problem and Government should make sure of an adequate 
awareness in all sensitive Departments about the paramount impor- 
tance of data-security, and also the provision of the essential where- 
withal to counter all threats to it. 

5.36. The Committee note that there are enough monitoring safe- 
guards to check against unauthorised transmission through the gad- 
gets sumpetitiously installed in our computers. But as pointed out 
in  paragraph 5.1 the possibilities of such leakage cannot be complete- 
ly ruled out. Several other subtle methods by which access to t h e  
information can be had have been enumerated in the aforesaid para- 
graph. The Secretary, Department of Space himself told the Com- 
mittee that "the overall possibility of the espionage or intelligence 
gathering without the knowledge of other people is really fantastic 
in electronics; there is a large electronic-magnetic spectrum from 
which you can gather this information". 



5.37. The Ministry of Defence, and the Department of Space who 
have also instalbd computers, informed the Committee that they 
had taken special steps to screen the persons employed on operating 
computers. The Committw are not sure whether similar screening 
is being done by other Departments handling information of a sensi- 
tive nature. The Committee feel that such screening is necessary 
not only in the Departments of Defence and Space but in other key 
Departments also. Government should take adequate care and issue 
necessary instructions in this regard. The Committee were inform- 
ed by many Departments that they had their own personnel for 
maintenance. But in those cases where the computers had been 
hired and the maintenance was being done, for example, by IBM, 
the representative of the Department of Electronics acknowledged 
the danger of a foreign manufacturers' employee becoming friendly 
with their personnel of the computer with a special motive and 
worming his way to the information. 

5.38. About IBM, the Secretary, Department of Space, made a 
pregnant observation: "in the last 5 years or so we have been fair- 
ly aware of tbe difficult position in which the IBM has b c m  able 
to place the various parts of the world". Alluding to IBM, the re- 
presentative of the Department of Communications had similarly . 
b say: "regarding any international organisation of this type which 
is foreign without mentioning anything specific it can be said that 
we would not be surprised if we come to know that some foreign 
multinational corporations which are operating in our c o u ~ ~ t r y  adopt 
certain methods which are not in our national interest". In the 
light of these observations and in view of the fact that the country 
continues to largely depend on foreign companies in the computer 
field the Committee's anxious concern about th,e security aspect will 
be appreciated. 

5.39. This concern has been accentuated by the fact that there 
appears to have been no coordinated thinking from the security 
angle, on the part of the agency of Government dealing with 
security, namely, the Ministry of Home Affairs. The Home Secre- 
tary had simply stated that each Department was supposed to take 
necessary measures from the security aspect. This is a rather airy 
observatign, least expected from the Home Ministry. The Commit- 
tee are of the view that the Ministry of Home Affairs should have 
taken continuous interest ail these years in this vital matter and 
s h d d  have been in a positio firmly to reassure the Committee that 
data in our sensitive departments a t  least were being rigorously and 
fully safeguarded. 



5.40. The Committee note that the Department of Electrol~ics arc 
exercised about the problem of ensuring security of information and 
are considering actively the setting up of a panel of sptrcialists to 
advise the Electronics Commission on this issue. The Committee 
wish this panel of experts to be constituted without delay. The 
panel of experts may co-opt representatives of the Ministries of 
Home Affairs, Defence etc., so that all relevant aspects can be tbken 
into account while devising foolpro~f measures to guard against data 
falling into unauthorised hands. The Committee would also like to 
refer in this c,~ntext to the statement made by the Department of 
Elcctronics that it was technologically possible to instal hardware 
and software keys with the help of local computer engineers on 
imported systems in order to obviate chances of leakage of data 
to unauthorised persons. The Committee would like Government 
to consider whether these technological devices should not be instal- 
led straightaway on the imported computer system working in the 
sensitive Government Departments so that no risks are taken with 
data-security. 

5.41. The Committee wodd urge that the Department of Elec- 
toronics 'should take a lead in encouraging research studies to in- 
crease knowledge and understanding of the security of Computer 
System, more specially the computers which have either been taken 
on hire from multinationals or which have been imported. The De- 
partment of Electronics should have a cell which would provide 
computer users and indigenous computer ma~ruiecturers with iu- 
formation and guidance about security measures. 

5.42. The Committee understand that the subject of preserving 
confidentiality of information, particularly concerning individuals, so 
that it is not misused by unauthorised persons, has been attracting 
the attention of a number of countries like Germany, France, United 
Kingdom etc. In U.K. two White Papers on "Computers and Pri- 
vacy" and "Computers: Safeguards for Privacy" have been brought 
out during the last two years. The Committee suggest that the 
developments in U.K. and elsewhere may be studied by the b 
partment of Electronics and perhaps also utiiised in whatever ways 
might be thought appropriate. 



CHAPTER VI 

INDIAN OPERATIONS OF IBMiICL 

General 

6.1. The International Business Machines Corporation (IBM) 
has its headquarters in New York. According to the Annual Report 
(1974) of IBM, this Corporation "Develops, manufactures, markets 
and services a wide variety in information-handling products. 
Their uses range over the spectrum of human activity, from science, 
business and health, to education, the arts and entertainment. Cleo- 
graphically they may be found almost everywhere, from complex 
urban centres to rural areas. Presently, IBM is said tc be 
operating in 129 countries of the world. 

6.2. Operations in India are carried on by IBM on the basis of a 
branch of a foreign company, for purposes of legal requirements. 
India operations, in terms of. gross income from sales, rentals and 
services accounted for only one-quarter of one percent of IBM's 
world operations and half a percent of its foreign operations. In 
terms of investment, India operations accounted for 0.2 per cent 
of its capital employed. An investment of 100 dollars in 1974 pro- 
duced 

126 dollars in world operations; 
156 dollars in foreign operations; and 
156 dollars in India operations. 

in terms of gross income from sales, rental and services and other 
income. On share-holders equity (net worth) it produced 36.3 
dollars on world operations and 57.4 dollars on India operations in 
terms of earnings before income taxes. However, in terms of net 
earnings after taxes, an investment of 100 dollars of shareholders 
equity produced; 

19.4 dollars in world operations; 

29.6 dollars in foreign operations; 

9.5 dollars in India qxrations.  



[Tax provisions for India operations in 1974 amounted to nearly 
84 per cent of book profits.] 

6.3. IBM as also the  other company functioning in this field 
namely ICL have built up substantial volume of business and most 
of this consist of trading activities such as importing computor 
systems, hiringlleasing of imported computers as also computers 
and data processing machines manufactured or reconditioned locally; 
providing maintenance and soft-ware s u p p r t ;  running of data pro- 
cessing centres, manufacturing of punch cards etc. The manllfac- 
turing activities of IBM consisted of reconditioning IBM 1401 com- 
puters and other date processing machines as tabulators, sorters, 
punches verifiers etc. on an 'As Is' basis. 

6.4. The various activities of IBM in India which result in ope- 
rating revenues are listed year-wise in the table below: 

F o r  the vear cn  ted on  31st Dcccmber 
S .  No. ----- 

I971 I973 1972 1971 1970 1969 

I .  Machine Rentals 1257.34 I 198.83 1038.53 S63.33 7ct2.17 f'Ii ' .75 

4. Date  Prccessmg 
Charges 226.90 183.32 160.69 135.55 $4.06 60.86 

5 .  Sales-Imported 
Items 7 0 . 3 2  227.36 110.63 ~ 2 . 4 1  11 .16  6.l.58 

7. Ribbons, C L a t r (  1 
Panels,Wires etc. 31 .97  22 -68  22 '87  29. I 1 r9 .17  14 '53  

8. Miscellanecus Sales 
and Services 64.03 5 2 - 5 3  42 '38  59.80 32 .71  27'39 

I t  is seen from the above that gross income from machine rentals 
are the principal sources of revenues of IBM. This is followed by 
export sales. Data processing charges on customer jobs are also 
significant amongst service charges. Local sales primarily related 
to cards. Sales of imported items, indigenous equipment and parts 
and other miscellaneous supplies accounted for the balance of local 
sales. 



6.5. In  regard to machine rentals i t  has been stated that "thou- 
sands ob machines having no book value are in circulation earning 
machine ren'tals at fixed rates. It is further revealed that while 
IBM recovers for most of the machines, depreciation based on 4 
.year life, such machines last for years and years. Another interest- 
ing feature of these rental machines is that most of them had 
already served els.ewhere in other developed countries, the bes't part 
)of their useful lives. When they became obsolete in those countries 
and therefore scrapped, such machines were being importd in India 
on the basis of 'AS IS' machines refurbished and circulated, as 
rental machines earning revenues a t  fantastic rates. Thus obsolete 
equipments in developed countries provide a very profitable source 
06 revenues to IBM for use as rental machines in countries like 
India." 

Export Sales 

6.6. IBM exports a major portion of its production of data pro- 
cessing equipments (mostly Punches and Verifiers). The method 
,of pricing these machines for export is: 

Total manufacturing cost . MCX 

Less: Duty paid on imp,>rted parts and c,~mpcnents 
used in productic'n . LXX --- 

X U  
Add: Manufacturing Prc'fit 25'6 on above XU 

Export price for inter-company billing . . . xxx 

6.7. The manufacturing cost considered in export pricing is only 
the  equipment cost. In export inlloices all charges such as freight, 
insurance, casing and packing. export handling charges etc. are in- 
cluded separately and recovered from the importing country. 

6.8. The investments made by IBM in the India plant for the 
manufacture of date processing equipments are mostly used for 
exports. These exports are to IBM's related companies. The inter- 
Company billing price for exports does not cover even the relevant 
Head Office and New York Costs properly allocable to it. Exports, 
thus, results in losses to India operations. However, as equipments 
are sold in the importing countries a t  uniform interwtional prices, 
the profits on these machines exported from Indm are reflected in 
the  respective IBM's organisations in the importing countries. 



Data Processing fo'r Customers 

6.9. IBM operates Data Centres in four locations in India viz., 
Bombay Calcutta, Delhi and Madras. Rental machines are installed 
internally for this purpose. These centres carry out the functions 
of system analysis, programming and processing of customer jobs 
on a chargeable basis. Revenues derived from this source are 
significant and therefore this activity is treated as a distinct one for 
compiling costs and returns. 

Sales within India 

6.10. Sales within India comprise of-(i) Cards which account 
for major portion of these sales; (ii) Imported equipments and 
(iii) Supply items such as ribbons, control panels, wires etc. Sales 
of date processing parts have been insignificant. 

6.11. The Cost Accounts Branch of the Ministry of Finance who 
have recently made aD analvsis of the costs of IBM have pointed 
out that "the wormng capnar employed in activities relating to  
machine rentals as well as customer jobs in Data centres is almost 
negligible." 

6.12. The various items imported by IBM for sale in India are: 

1. Systems 
2. Features for expansion of installed system 
3. Magnet Tapes 
4. Electric Typewriters 

t 5. Printers 
6. Data Adapter 
7. Plotter 
8. Electric Typewriter Parts 
9. Disc Packs 

10. Disc storage 
11. Multiplex control enclosure 
12. Verifiers 
13. Magnetic Tape Units 
14. Disc Cartridges 
15. Disc Drives 



6.13. The studies made by the Cost Accounts Branch have re- 
vealed that the rates charged by IBM provide fantastically high 
profits in the case of the following items: 

(i) Systems 
(ii) Features for expansion of installed sys'tems. 
(iii) Printers 
(iv) Data Adapter. 
(v) Electric Typewriter parts 

(vi) Disc packs 
(vii) Disc storage. 

6.14. The profits earned by IBM as a result of India operations 
were of the following order: 

Year - - 

Before Afte: 
Taxes Taxes 

During the above six years profits remitted to  New York were: 

Date of Amount a f  
Remittance Remittance 

(Rs. lakhs) 

29-15-70 . 4'9s -- 
Total . 219.40 



6.15. An analysis made by the Inter-Ministerial Working Group 
.to go into the question of Costs of IBM and ICL had revealed 'that 
on an overall basis the IBM earned rates 05 return amounting to 
49 per cent, 58 per cent, 59 per cent, 74 per cent and 83 per cent on 
,capital employed respectively for .the 5 years-1968 to 1972. 

6.16. The C'ost Accounts Branch of the Ministry of Finance have 
worked out the net effect of IBM's operations in India on foreign 
exchange. Their study reveals that IBM's operations have resulted 
in a net outflow of foreign exchange of significant amounts as shown 
in the statement at Appendix VII. 

6.17. ICL has two companies operating in India. ICL (India) 
Private Ltd. is a subsidiary of the International Gnmputers, U.K., 
who own 100 per cent shares of the company. The International 
Computers Indian Manufacture Ltd. is also a subsidiary of Inter- 
national Computers. U.K. 60 per cent of the equity in ICIM is held 
by IC'L, U.K. and the rest is widely dispersed among the public. 

International Computers I i~dian Manufacture Ltd. (ICIM). Boinbay 

6.18. This company owns two f.actories-one at Poona for the 
manufacture of conventional machines such as punches, verifiers, 
tabulators etc. and the other at Bangalore where computer systems 
of 1901. A series and computer enhancements are manufactured in 
technical collaboration with Bharat Electronic9 Ltd., Bangalore. 
The Company pays sub-contract charges to Bharat Electronics for 
the technical assistance rendered by them for the assembly of com- 
puter systems. 

6.19. The company manufactures hand punches, hand verifiers and 
sorters mainly from indigenous materials and the transfer prices to 
the marketing company in those cases are fixed in terms of rupees 
after mutual negotiations. For rebuild machines such as tabulators, 
automatic and P.B. punch, collators etc., which are made from im- 
ported "As-is" machines, and for computer systems enhancements, 
the transfer prices to the Indian Marketing company are based on 
the list price in 2 indicated by the principals in U.K., to which 
conversion factors ranging from 1 f. -Rs. 8.13 to 1 £=Rs. 19.25 are 
applied to arrive a t  the transfer price in rupees. 

6.20. The sale of computer systems, tabulators, sale of parts for 
,computer and conventional machines and computer usage accounted 



for the bulk of the sales of the company in 1974-75 and 1973-74. 
Export sales which consisted mainly of machine parts and cards, 
amounted to less than 2 per cent of the total sales. 

ICL (Ind'ia) Private Limited 

6.21. This company is a 100 per cent subsidiary of the U.K. com- 
pany, which looks after the marketing and allied activities in India. 
I t  has six branches and about 60 representatives spread all over the 
country. The Indian Company is stated to be operating indepen- 
dently and no royalties or service charges etc. are payable to the 
U.K. parent company. I t  is understood that dividend was first 
declared in 1973-74 only and the net dividend after tax remitted 
was Rs. 1.63 lakhs. 

6.22. The various activities of ICL (India) which result in ope- 
rating revenues and their relative proportion as percentage to total 
income is given in the statement below: 

f ( ~ r  the pear ended 3nth Sept.  

Amt\unt ":, tj. Amount O ,  to 
Rz. in t (  tal Rs. in Total 
lakh.. I r c \ > m e  Lakbs Inct me 

2 .  Equipment salcs heal . 101.s6 14-74 72.36 u . 1 5  

4. Tapcs,  Discs etc .  . 33'15 J.S.2 14'74 1 .  S7 

5 .  R i h h  ns, Paper Rrills ctc.  9.31 1.35 12.89 1.63 

7. Spares e tc .  . 1.a 0.18 0 . 8 5  0' 12 

8. Service Bureau I n w m c  14'29 2.07 15'j-I 1 -96 

9. Computer Times Sales 26.37 3.62 34.06 4'31 

10. Misc. Income :-Agency fee, tuticn,  
mlmunls, scrap ctc. 9.96 1-34 14.24 1'81 -- - --- 

Tota l  688.95 10 .oo 769.49 1oo.00 

6.23. I t  is seen from the above gross income from machine rentals 
and  maintenance charges on sold machines form the principal 
sources of revenue. This is followed by outright sale of equipments 



and cards. Income from Service Bureau andSComputer Times 
Sales form about 6 per cent of total income. The balance income 
is contributed by sale of Tapes, Discs, Cbntrol Panels, Ribbons etc. 
and Misc. income. 

6.24. The sales include all types of equipment which are alsb 
hired out, cards manufactured in card work and Discs, ribbons, 
panels etc. 

6.25. The company renders service to customers far which a 
Service Bureau with staff and machines has been set up. In addi- 
tion computer time is purchased and sold to needy customers. 

6.26. Mix. revenues are contributed by Tution, Manuals, Agency 
fee. 

6.27. The analysis made by the Inter-Ministerial Working Group 
to go into the question of. costs of IBM and ICL has revealed that the 
rates of returns earned by ICL (India) Pvt. Ltd. were 33 per cent, 
23 per cent, 25 per cent, 38 per cent and 54 per cent respectively for 
the 5 years-1968 to 1972. 

6.28. The net effect of ICL's operation in India on foreign ex- 
change, as worked out by the Cost Accounts Branch of the Ministry 
of Finance is indicated in the statement at  Appendix VIII. 

Manu Jacturing Programme of IBM and ICL 

6.21. The Committee desired to know what was the Government 
policy in regard to functioning of foreign equity firms such as IBM 
and ICL who are engaged in business activities connected with 
computers and data processing equipment. In a note, the Deptt. of 
Electronics have stated: 

"The dominant role which these companies had in the com- 
puter sector of our electronics industry and the crucial 
importance of this sector for self-reliance in electronics, 
led the Electronics Commission to undertake a compre- 
hensive review of the operations of these companies as 
far back as 1971. As a result of that review, the Com- 
mission came to the conclusion that as foreign controlled 
companies, the activities of IBM and ICL should be so 
reoriented; that they are concentrated either in heavily 
exportoriented production programme of both hardware 
and soft-ware, andlor in domestic manufacturing activities 
involving production on the basis of advanced technology 



of fully contemporary computer equipment which fulfills 
genuine national needs. 

l 'he  Commission, therefore, decided in late 1971, that IRM's 
'AS IS' programmes should be phased out completely. The 
Department of Electronics has taken the necessary exe- 
cutive measures to implement this policy, with the result 
that no reconditioned IBM 1401 computers have been 
marketed after 1972. The Department took similar mea- 
sures in regard to the Unit Record Machines of IBM. As 
a result, within barely a year of this policy coming into 
force, the company undertook a crash indigenisation 
programme, involving genuine manufacture of parts 
through sub-contractors. This has resulted in Unit Record 
Machines with extremely little import content being 
manufactured from this year. However, in pursuance of 
the  policy decision of the Commission indicated above, 
the Department of Electronics has also taken a promo- 
tional approach. 

I t  has asked both companies to make proposals for genuine 
indigenous manufacturing programmes for contemporary 
computer systems and computer peripherals as also 
heavily export-oriented pogrammes. In response. IBM 
has made some proposals. However. the Electronics Com- 
mission has felt that except for the 100 per cent export 
programme of IBM relating to the 129 key-punch, the other 
elements of these proposals do not result in movenlent of 
the IBM activity in India. in the desired direction :.iz.. 
away from trading and towards genuine local manufacture 
of contemporary products. For its part. ICL has also made 
a proposal for manufacture of improved version of com- 
puters and also peripherals to meet the requirements of 
other indigenous CPU manufactures. 

I t w a s  about the time when the Department had come to these 
conclusions regarding the programmes of the two compa- 
nies that the Foreign Exchange Regulations Act. 1973 was 
passed by Parliament. The Act, which came into force 
from January 1, 1974, required that the trading activities 
of foreign equity companies be severely restricted. There- 
fore, based upon the guidelines for implementing the rele- 
vant sections of the Act announced by Government in late 
December, 1973, the Departmenl of Electronics has further 
reviewed the activities of IBM and ICL. This review has 



resulted in the Department of Electronics recommending 
to the FERA Committee set up by Government to imple- 
ment the Act, that both IBM and ICL should terminate 
their trading and service activities within the next two 
years and that their maintenanw activities should be pro- 
gessively handed over by them to the Computer Mainten- 
ance Corporation, set up by the Department of Electronics. 
As IBM wished to continue to operate on the basis of 100' 
per cent foreign equity i.e., without any dilution, the Gov- 
ernment has decided on the recommendations of the De- 
partment of Electronics and in accordance with the Gujde- 
lines, that all future manufacturing operations of IBM 
here should be undertaken on the basis of 100 per cent 
export. As regards ICL the transfer of maintenance 
activities to the Computer Maintenance Corporation and 
the phasing out of trading and service bureau activities of 
ICL and concentrating all production in the ICUM have 
been recommended." 

6.30. The Committee ask2d whether there was any proposal for 
allowing multi-nationals like IBM to continue their activities by 
setting up 100 per cent export industries :n the so-called free trade 
zones where neither the Indian Municipal Laws nor Indian Labour 
Laws will apply. A representative of the Department of Economic 
Afiairs deposed: 

"I presume that whatever rules are applicable to free trade 
zones for everybody would be applicable to multi- 
nationals also. If they propose to set up a unit in Santa 
Cruz or Kandla on a 100 per cent export basis, perhaps 
the same r u l e  and facilities applicable to others will also 
be applicable to them." 

6.31. A representative of the Department of Electronics stated in 
this context: 

"In regard to the Santa Cruz export processing zone, there is 
no objection to 100 per cent foreign companies setting up 
operations on a 1Q3 per cent export basis. But IBM are 
are not one of the applicants now." 

He added: 
"Setting up of export processing zones, an area where opera- 

tors will indulge in 100 per cent export activities, has its 
economic advantages of utilising the skills available in 
the country and has also certain technological gains t o  
the country. Only on such basis it is done." 



6.32. On being pointed out that the continuation of IBM opera- 
tions, if permitted to be conducted would be even more profitable 
to the company in the projected free trade zones, the Secretary, 
Department of Expenditure stated: 

"It has already been stated that we have not at present any 
application from IBM for setting up a units in the elec- 
tronics export processing zone a t  Santa Cruz. I t  has also 
been stated that in principle the project does not exclude 
either multi-nationals or 100 per cent-owned subsidiaries 
of multi-nationals. The reasons for this exception to the 
general policy of Government not to encourage such units 
is that in specific cases it may be that the export earn- 
ings which would be so developed could not otherwise be 
developed within the country. But there are tests and 
safeguards to make sure that this does not become a kind 
of alibi for shifting units which would not be allowed 
elsewhere in the country to take shelter in such export 
zones. The two main safeguards are: firstlv, that the 
value added in manufacture within the country must be 
very substantial. This has certainly to be more than 50 
per cent of the value of the export and usually it is subs- 
tantiallv more. secondly. the export is to be of a type 
which could not be economically developed from the exist- 
ing base of an India-based company; thirdly. besides 
these two general principles Government are, I think, 
fullv conscious of the problem of transfer pricing in multi- 
national firms. The fact that if IBM or any other such 
organlsation sets up  a manufacture and sells from one 
branch of its company to another branch of the same 
company we are at a disadvantage in checking the prices 
at which these goods cross national frontiers, is a well- 
known problem and in judging anv future proposal of this 
kind, I am sure Government would bear this in mind. 
whether it is from IBM or any other multi-national." 

He added: 

"Eligibility to operate from free trade zone is not necessarily 
equal to being permitted to so operate. Each individual 
case of investment in free trade zone is examined on the 
basis of certain criteria. In theory i t  is true that in the 
event of IBM satisfying these criteria,, it would be open 
to Government to permit i t  to operate from there. At' 
that time, in the event of a hypothetical application from 
IBM being successful in passing the criteria of Govern- 
ment for such investment, if there were extra economic 



considerations which have to be borne in mind, I feel sure 
Government would do so." 

6.33, The Committee then drew attention to the following note 
:submitted to them by the Department of Electronics: 

"Negotiations have been held with these two companies for 
several years and particularly since the formation of the 
Electronics Commission in 1971 to modify the operations 
and programmes of these two companies in keeping with 
the po1;icies of the Government. IBM are a 100 per cent 
branch of IBM World Trade Corporation and have re- 
iterated their world wide policy of operating only on 
the basis of 100 per cent foreign equity. IBM have con- 
sequently been permitted manufacturing activities bas- 
ed on 100 per cent export; the,y make 129 key-punches 
for such 100 per cent export. 1CL have agreed to dilu- 
tion of their foreign equity after merger o,f the ICL 
100 per cent foreign equity) and ICIM (60 per cent 
foreign e u i t y )  companies, based on a manufacturing 
pmgramme that they have submitted. Proposals from 
these two companies with regard to their programmes 
during the 5th and 6th Plan period are currently under 
consideration. The re-structuring or" their manufactur- 
ing programmes to meet part of the requirements of peri- 
pherals for the indigenous programme on the one hand and 
the national need for computers systems of large size 
on the other is under consideration. Certain proposals 
with regard to the setting up of a jointly programme by 
Burmughs of USA and Tata Consultancy services in India 
are currently under consideration; these are configured 
essentially as an export-oriented activity " 

3.34 .  On being asked whether in the namo of export promotion 
-we are pursuing policies which would mean the -ontinuation of 
' the grip of companies like IBM as also the imposition of a pos- 
sible combination of monopoly groups like Tata Consultancy Ser- 
vice and the Burroughs of USA, the Secretary, Department of Ex- 

penditure replied: 

"'I'wo points have been made by you. One is that the opera- 
tion of companies like the IBM or the expansion of their 
activities will result in some deerel. of loss of indepen- 
dence to the Indian economy or Indian policy. You said 
that the combination-I do not know whether Burroughs 
and Tatas have put up any unit in export processing zone- 



would constitute an extension of multinational empire in 
India. As against that, I should submit that 100 per cent 
e x p r t  oriented unit located within the confines of export 
processing zone and for specifically making things for the 
foreign market cannot and should not be considered as  
resulting in any grip on the Indian economy, apart from 
their earning being counted as earnings of the Indian 
foreign exchange budget. There is no measure of control 
exercised on the Indian emnomy as such by the operation 
of such a body. **** ***** While it is true 
that IBM high pressue salesmanship had a great deal 
to do with worldwide success, we cannct escape the fact 
that IBM equipment is often in advance of other equip- 
ment available in the market and that in research and 
development IBM had been worlcl leaders in the compu- 
ter industry so long as we require certain types of 
sophisticated equipment, we nave to face the fact that 
this equipment is sometimes, not always, the best avail- 
able from this organisation," 

Dilution of Foreign Equity of IBM and ICI, 
6.35. Under Section 29(2) ( a )  of the Foteign Exchangq Regvla- 

tion Act, 1973 foreign companies w.xkin; in India through their 
branches and Indian companies in which the non-resident interest 
is more than 40 per cent (all of which can be termed as multi- 
nations) ha.(~c to obtain Reserve Bank of Indiq's approval for con- 
tlnuing their activities. Thus they were to make such ap~!ications 
to the R.B.  I .  upto 30th June, 1974 for th.s purpos?. This period 
was subsequently extended by R.B.T. u p t ~  31st A u p s ;  1974. 

636. The Committee were informed thst thc IBM, Intercational 
Computers (India) Private Ltd. (ICL) and International Computer 
Indian Manufacture Ltd. (I.C.I.M.) have sought Reserve Bank's 
permission under Section 29 of the FEI:.2. I373 for continui~lg 
their existing manufacturing and other busii~ess activities in India. 
As to the d~cision taken by the Reserve Hank on the applications 
of these comnanies, it has been stated: 

"It has been decided to allow IBM tc continue its activities 
subject, intw-alia to the condition hat its Indian branch 
would be converted, within a p x d  of twc? years, into 
an Indian company with a non-resident interest not 
exceeding 40 per cent. (The letter issued by RBI to IBM 
is reproduced in Appendix IX). 

.A decision has been taken to pennit Internaticnnl Ccmputer 
(India) Pvt. Ltd., also t~ continue its activities on the 



condition, inter alicr that the nonresident interest in 
it. equity capital would be reduced to 40 per cent with- 
in a period of two years. 

No decMon on the application made by Internatjonal Cora- 
puters Indian Manufacture Ltd., under Secticn 29 of the 
FbRA, 1973 has been conveyed to the company so far." 

6.37. During evidence the Committee enquired why two years' 
t&me had been allowed to IBM for reducing their equity to 40 per 
cent. The Deputy Governor of the R.B .I. stated: 

'We have issued them a letter saying that they must reduce 
it within two years. La'w allows them a specific period 
ar,d the high-powered committee in  the Ministry of 
Ficance came to the conclusion that they should be 
given two years to do that." 

It may bc? mentioned in this connection that a high power com- 
mittee presided by Secretary, Departmerit of Economic Affairs 
(known as the FERA Committee) has been constituted to which all 
cases other than those dealt with by R .E . I .  under Section 29 of 
the Foreign Exchange Regulation Act are referred for considera- 
lion. 

6.38. Referring to certain press reports, the Committee enquired 
whether the Government had under contemplation the question of 
diluting the Foreign Exchange Regulations Act with a view to ac- 
commodate the claims of giant multinationals like IBM. A repre- 
sentative of the Department of Economic ARairs stated: 

"I am afraid that on this, as far as, I am aware, there is no 
such intention of diluting either the Foreign Exchange 
Regulations Act or the guidelin~ts under it." 

6.39. In a note subsequently furnished to the Committee the 
Department of Electronics have stated: 

"The Government have asked IBM, in terms of FERA, either 
to reduce their equity or to reduce their operations 
which do not involve inflow of hqgh technology into the 
country or 100 per cent export. IBM have informed the 
Government that they are not willing to reduce their 
equity in India and negotiations are going on between the 
Government and IBM to phase out operations of IBM 
which are  n ~ t  of high technology or for purpose of 1OO1 
per cent export." 



8.40. On being asked about the reported insistence of IBM not 
bo mute its equity, the Secretary, Departsnent of Expenditure 
replied: 

''The second point related to the IBM's insistence that they 
are not in a psi t ion to dilute their equity. This is, I 
think, being aonsidered by the authorities. At some 
stage, I presume, they would have to decide whether 
they should make an exception or insist on IBM winding 
up  their acttivities in this country. There would be 
certain economic costs in the event of that decision being 
taken, meaning that there would be some loss in exports, 
but more important there would be some items of equip  
mend which they are  currently manufacturing for the 
Indian market but for which we may have to find alter- 
native sources.'' 

6.41. A representative of the Department of Electronics stated 
during evidence: 

"While IBM has reiterated that they will not be amenable 
to dilute their equity and that they will operate only 
with 100 per cent equity, ICL in all their discussions have 
indicated that they will be prepared to dilute the equity 
as per our terms here and go with the policies of the 
Government." 

6.42. In reply b a question as to what would be the position if 
the IBM refused to dilute their equity, the witness stated: 

"As things stand today, IBM have been advlsed under the 
Foreign Exchange Regulations Act and they have to 
indicate their rssponse to what has been conveyed to 
them within a month from now and within three months 
they have got to submit their revised proposals in k e e p  
ing with the directions under the Foreign Exchange 
Regulations Act. What we visualise in the Department 
of Electronics is that if they do not want to fall in  line 
with the requirements of the Foreign Exchange Regula- 
tions Act, we really have to draw up a p h a s d  pro- 
gramme for phasing out all IBM operations which will 
not be permitted in the country. This would essentially 
cover a range of responsibilities which they are now 



meeting in this country in providing data-processing 
machines. With regard to the wmputers which have 
been purchased by users, one does not anticipate any 
difficulty with regard to taking over maintenance imme- 
diately and delinking IBM from their responsibilities to 
these bought out systems. It  will only be necessary to 
ensure that IBM continues to provide spares on a guaran- 
teed basis for maintenance of the systems which under 
their norms of ethical rules of business they are bound 
to do. We do not expect that they would create any 
difficulty on this account. 

With regard to other systems which are on hire by IBM to 
various users in the country, there are certain problems, 
because most of the hiring agreements do not have an 
option for a purchase by these users at any point of 
time. With regard to the Railways there was just an 
odd instance of one transaction where there was purchase 
option provided by that IBM. With regard to the other 
13 installations out of 14, there was no option for pur- 
chase stipulated. We have carried out some studies of 
similar arrangements offered by other companies the 
world over where generally there is a practice that even 
if systems are given out on hire, there is the option to 
the user to go over for a purchase over a period of time. 
We have now to sit with IBM and on the basis of study 
carrjed with by the Inter-Ministerial Committees, we 
should be able to determine what would be a fair price 
for most of the systems at which they should be offered 
to the respective uyers and we will take them over OB 
the basis of sat isfacbq arrangements." 

He added: 

"We are in a situation to-day where one is concerned with 
150 and odd installations using various trypes of computers 
and the responsibilitiej for supporting these installation 
and allowing them to continue their very important 
functions have got to be srn3othly taken over. Most; of 
the machines supplied I$ IBM are obsolete and very 
soon hopeful these will have to be replaced by our own 
indigenous computers from the Electronics Corporation, 
like TDC-316 which are now being introduced into 
usage. We alm have to take over the maintenance reb 
ponsibility of other systems. All this will require 



phasing out in a period of two years. Within the next 
three months, IBM wiu sit down with the Department of 
mectronics and revise their programme under the stipu- 
lation of FERA and that will be the time when we shall 
draw up a phased programme which will essentially 
confirm that the significant responsibilities fulfilled by 

IBM to user; will be t,aken o v a  by other agencies in the 
country." 

6.43. The Committee enquired whether it has been the view 
d the Ellectronics Commission that if IBM was not prepared to 
fall in line with the law of the land, they should be asked to wind 
up their business in this country. In thls connection a representa- 
tive of the Department of Electronics stated: 

"Going back to 1971 when the Eleckonics Commission first 
came In, one of the first areas the Commission has been 
concerned with has been the area of computers and par- 
ticularly the role of IBM and ICL and the apparently 
monopoLstLc hold t m t  IBM had In the computer Sren i.1 
the country. IBM had proposals at ;h,ii t m c  (1971) t, 
change over from IBhi 1401 computers t o  t. stntiallv a 
AS IS programme with regard to 360 computers \i!llc, 
were being phased out In the Western countries. The 
Electronics Commission did not accept ths as a significant 
steps towards building up of indigenous high level techno- 
logy in the cquntry. 

The Electronics Commission also was not very happy that 
IBM had not made use of our skills, with regard to soft- 
ware developments in which area bvc believe we have 
skills in abundance. IBM did nut also propose any signi- 
ficant investments in India with regard to Research and 
Development on computers hardware and software. So, 
the proposals as outlined by IBM was not acceptable to 
the Electronics Commission and we have always been 
insisting that IBM may come out with proposals which 
really bring in  substantial earnings in terms of foreign 
exchange at the same time ensuring that there wouM be 
s@iificant sub-contracting to various units within the 
country to participate in the export oriented programmes. 
IBM have been dragging along in coming up with signi- 
ficant proposals and lately during 1974 they did come up 
with certain proposals which essentially had very many 

. elements in it some of which could be acceptable and 



some of which could not be acceptable but as a packagq 
the proposals were not found acceptable. So, it is our 
view that in case IBM does decide that they would not 
red ly  fall, in  line with the policies of Govenunent of 
India and if they decide to leave the country, we should 
not be in any difficulty at all. This apart the t echnob  
gical options that we see for this country-the manner 
in which computer industry should develop in thb 
country are decidedly not in line with the technology 
policies of IBM." 

6.44. A representative of the Electronics Commission stated in 
this context: 

" i t  was thought that i t  was high time we looked into the 
appropriate technology in the country and we did an-ive 
at an appropriate conclusion. We have come to the 
conclusion that IBM's system is incompatible with the 
requirements existing in the country." 

6.45. The Committee asked whether the Department of Electr* 
nics had, in its evaluation of the role of IBM and ICL in the d e  
velopment of computer technology in India made some formula- 
tions for breaking the hold of these multinationals who have been 
making huge profits out of their activ'ities in India. The Secretary, 
Department of Electronics stated during evidence: 

"You know that we have the Foreign Exchange Regulations 
Act (FERA). Under that Act neither of these two corn- 
panies-IBM and ICG-can operate a: they have done 
so far; because under FERA, one considers esentially all 
categories of operations of foreign firms with high foreign 
equity, namely, their high technology-3perations and 
export based operations and the percentage of these as a 
function of their total activity. In the case of both these 
firms, our view ha: been that the percentage of these 
has been rather small namely the export plus sophisticated 
technology operations have been small as compared to 
their total activity, both of them have been given clear 
notices that they \cannot: operate any l o n g e ~  on the 
current pattern. Either they will have to change the 
company's equity structure to make the foreign equity 
esyentialdy below 40 per cent or they will have to, if they 
wish, make new proposal;; whether they would mind up 
their "mft" activities and restrict themselves only to 



export plus high technology programmes So, under 
FERA, it has been possible now to take action which will 
limit the functioning of these companies compared to the 
past. 

As regards your second point about the manpower and they 
value of the operatim of these firms, I would say that a 
large part of the operation of these firms relates to ser- 
vice operations connected with the computers w,hich they 
have leased and hired or sold. What I would regard as 
important for the country is this. We could have done 
this (maintenance etc.) in  any case independently. 

The only point where I would say that they have played 
some role which is still relatively minor, in my view, as 
compared to the magnitude of these companies and their 
operations is the produd~on of some elements at  the 
factory of ICL at Poona which make; peripheral equ ip  
ment which is quite good. The man-power there in that 
facbxy and the products they make and the engineering 
skill; are really worthwhile. Similarly, IBM have also 
been able to do that in their factory in Bombay in 
Maharashtra which is a good factory in the sense that 
they have there some of their sophisticated technology 
and enginering skills and so on. This applies particularly 
to the production of their export items, the punches 029 
or 129 punches. Their export items are of high quality. 
Therefwe, there is a certain amount of engineering skill 
in the factory itself and in the ancillaries where they have 
essentially developed these skills. 

'The third point is this. IBM in particular have contributed 
to our exports in small way. The reason why I regard 
this as small is this that this is such a big company that 
if it really wished to do so, i t  could have done enor- 
mously more. This has been, in my view, just a carrot, 
or if you wish to say, a very limited contribution, which 
they have made to justify everything else that they have 
been doing here." 

6.46. When the Committee pointed out that presumably no 
mftening in action in so far as these multinationals are concerned 
,was under comideration, the witness stated: 

"There would be no softening whatsoever at  all. FERA has 
provided us with the basic mechanism to implement what 



we had always been advocating. We required some sort 
of legal method to implement the policies we had evolved 
That now exists in the form of this Act of Parliament." 

6.47. The Committee's attention has been drawn to the state- 
ment made in Parliament on the 14th April, 1976 which seeks to 
amplify and clarify the guidelines laid down by Government for the 
administration of Section 29 of the &reign Exchange Regulation 
Act, 1973. Under the existing guidelines no distinction was made 
between companies substantially engaged in priority or export- 
oriented sectors and other companies engaged in purely trading 
;~ctivities or manufacturing activities in non-priority areas, since 
id1 such companies were required to reduce their foreign share 
holdings to 40 per cent. In order "to give due weightage to activi- 
ties which are in the interest of country's economic development 
and which form a substantial part of the total output, it was felt 
that an intermediate resting point might be allowed in such cases." 
I t  has accordingly been decided that foreign companies whose acti- 
vities in priority and export-oriented sectors and in sophisticated 
technology account for not less than 60 per cent of their annual 
total turn over will be allowed to have upto 51 per cent of their 
equity holdings. A condition will also be stipulated that the com- 
pany concerned should undertake to export a minimum of 10 per 
cent of its total annual turn over within a period of two years 
commencing from the date of approval by the Reserve Bank of 
hd ia .  Similarly, companies with exports exceeding 40 per cent of 
their total turnover will now be required to associate Indian parti- 
cipation to not less than 49 per cent of the equity of the company. 
Cases of companies coming up with proposals of substantial exports 
would be considered on merits, for higher level of equity participa- 
tion. ! 

l m p %  of 'AS IS' Machines and Fdreign ~ x c h a n p  lmplicattons 

6.48. Explaining the procedure followed by IBM and ICL for 
bringing in 'AS IS' machines into Lns3ia and using them for their 
tnanufacturing programme, a representative of the Department of 
Uectronics stated in evidence:- 

"With regard to the computers and unit record machines, that 
is, the machines which handle the punch cards, as a 
medium for processing, acmunting machines, tabulators, 
sorters, punches and so on, have been manufactured by 
lB?d in India under their manufacturing licence. T h e .  



have db been manufactured on an "AS IS" programme.. 
Under that programme, IBM and ICL woi~ld lift up used 
machines, from abroad more by weight which will come 
as a 'hulk'--even the machines-into this country. They 
are totally stripped. It  is not a question of these machines 
being kept but only their defective parts are replaced. 
The machines are totally stripped and they go through 
the parts inspection assembly programme, and their final 
inspection as though these have been manufactured by 
using new components. By doing that. the IBM and the 
ICL companles clam that the end-products g~ through 
the same inspection rigours as a normal mamfactured 
product goes through and its life expectancy could be as 
good as any new machine. This is the philosophy in 
which thev do this 'AS IS' manufacture. What is per- 
haps about Rs. 10 worth of a hulk might become to be 
Rs. 100 worth of equipment to the users of most of the 
machines that have been used or are under use in India 
What is of the Committee'; concern is the machines in 
the Government Departments in India that have come by 
way of hulk'. There have been most of these machines 
that have been rented out, which are property of the 
IBM and these have been depreciated on this basis. We 
have been discussing about this aspect earlier, and you 
also have a record certain number of machines that have 
gone through their total depreciation in value and some 
of which have a small value at a particular point of time. 
These 'AS I S  machines have been produced even prior 
to the setting up of the Flectronics Commission. The 
Electronics Commission came into being in 1972. They 
also had gone into this aspect of As Is machines and 
decided that such machines s u l d  have been brought in 
only if they could bring in any economy to the end- 
users, and that might have been one good reason for 
which one went in for this sort of 'As IS' programme. 
Such economy to the end-users has not actually worked 
out in practice. With regard to the machines on rentals 
for a continuous period, a scheme as to what would be 
the element of cost of the machines if they were used 
over a period of time as compared to those used as 'AS 
IS machines is to be worked out." 

We decided to phase out the As-Is programme and, in  1972, 
we averaged out the previous three pears' consumption 
in the country and set a level at half of that for 1973, 



and we further reduced that in 1974. The licences that 
are currently given in 1975 are for one-fourth levels for 
those that were being used around 1971, in the country. 
But, dl these items are to be totally manufactured here 
and there would not be any import of As-Is machines any 
longer. This is the current position with regard to the 
whole area of unit record systems. The punch card 
systems are obsolete elsewhere, and are also in obsoles- 
cence in India too. Export of the punch cards machines 
have also gone down in the last few years and we are 
hoping to provide mini-computers in place of the unit 
r e o r d  machines about which the Secretary, Electronics 
Commission had just now spoken. The mini-computers 
are much more economical and provide much more effi- 
cient processing capabilitie;. The unit record machines 
as such are obsolete and we should see that we phase out 
this programme in the next three to four years' time, in  
this country. There w ~ u l d  still be the requirements of 
punch cards for some user; for some of the machines 
which are there and there are some agencies who just 
want to keep the data for their statistical purposes and 
so on these cards. The requirements which were current 
ly at  25 per cent level of 1970-71 may ultimately level out 
around 10 per cent to 12 per cent." 

6.49. Since the As Is machines were brought to In&a as capital 
qgmds, the Committee desired to know whether on such capital 
goods movement any foreign exchange was involved. To this the 
representative of the Department of Electronics replied:- 

'There was no foreign exchange involvement on them as 
capital goods. The IBM had certain entitlements out of 
their export earning;. They were able to export back 
some of their re-conditioned machine;, some and mostly 
card punches and so on. And out of their export earn- 
ings, they had certain entitlements against which there 
was a foreign exchange out-flow for their 'As Is' machines, 
that are brought as hulk and components and materials 
required for manufacturing." 

6.50. The Secretary, Electronics Commission stated in response 
to a question:- 

"Earlier operatidm of IBM were taken as 'boot strapping 
process in which a relatively small scale export programme 
is undertaken The import entitlements against that 



export programme are used for bringing in of equipment 
of 1401 computers and unit record machines. Before the 
Department of Electronics was formed and started com- 
prehensive look at the activities of IBM Government 
agreed to a framework in which 85 per cent of the earn- 
ings were essentially earnings out of export activities. 
The Department of Electronics has taken the position that 
this inter-linkage between the two things sh~ul$I be 
broken. I might mention-in the multi-element proposals 
that IB;M made in early 1974 one of the components which 
they still reiterated was the preservation of 85 percent 
entitlement. We are clearly of the view if there is to be 
any meaningful role of the operations of IBM in regard 
to 100 per cent export pmgramme it has to be as in the 
case of other export promotions where no such preferen- 
tial account is built up. Foreign exchange earning; come 
in the country and became part of the reserves and im- 
port operations are undertaken based on the kind of pro- 
duct $3 be imported, their prices and implications for the 
local programme." 

6.51. The representative of the Department of Economic Affairs 
further clarified as under:- 

'There is a regular export programme of IBM to other coun- 
tries. From their exports whatever earnings they have 
85 per cent of that they are allowed to have imports. With 
that they bring in 'As Is' equipment and other things, 
also. Part of that equipment which they bring is used 
for further makinq machines for export but quite a lot of 
it they use for hiring. That is how they bring the equip- 
ment within the country." 

6.52. When the Committee p3inted out that there appeared to be 
no check to ensure that the import entitlements of IBM were com- 
mensurate with their export performance, the representative of the 
Department of Economic Affairs stated: 

"I do not think that would b~ correct presentation. Perhaps 
what is being suggested is their import licence should 
have been in two parts-one is that goes in export machi- 
nes and one for the normal use within the country. .That  
is not the pmcedure which .has been followed. Thev have 
been allowed to bring in goods equivalent to their 85 per 
cent export earnings." 



He added: 

"If there is a feeling that they can k i n g  in anything they 
like in 85 per cent, it is not correct. They can bring in 
only items which are permissible accoding to the import 
trade control regulations." 

6.53. The Committee were informed by Audit that IBM imported 
hto India machines, etc. made only in IBM cmcerns abroad and 
similarly it exported from India its assemwed or the so called manu- 
factured products to its brancheslagencie; abroad. In reply, to a 
question whether IBM made any exports to any other agency ex- 
cept its own branches, a representative of the Department of Elec- 
tronics stated: 

"It is mostly to IBM. It  is inter-con~pany transfer. There 
might have been an odd instance where they might have 
sold to some other neighbouring countries like Nepal." 

6.54. When it was pointed out that just as the prices of imports 
were being doctored by IBM as was evident from the fact that cus- 
toms had to increase the loading from 75 per cent to 350 per cent on 
their declared prices, the prices of exports fmm India might also 
be similarly doctored to suit their own interest, the witness stated: 

'We quite agree with this surmise. This has been the view 
of the Electronics Commission and it is on this basis we 
insist that, in future licensing, for example, in the case 
of 129 Punches which IBM wanted to bring in under this 
programme, it was specifically cleared as a cent percent 
export programme and there will not be any specific 
entitlements arising out of this export pmgramme." 

6.55. The Committee pointed out that in the case of intercom- 
pany transfers, the blanket permision for allowing certain percen- 
fage of export value as import entitlements calls for a revision 
b ensure that there was no undue outflow of foreign exchange, the 
npresentative of the Department of Electronics stated: 

"It is very true and we are aware of the position especially 
in view of the latest report of the InteriMinisterial Com- 
mittee. We are very conscious of this position." 

Vdtuztiun of Imports 

8.56. Paragraph 43 of the Report of the C&AG for the year 1971-72, 
h i o n  Government (Railways) relating to procurement by Railways 



'of Disc Packs for computers at  high rates had int& alicr brought out 
that the difference between the prices shown in the Customs docu- 
ments by IBM and those claimed by them from the Railway Admia- 
istration amounted to Rs. 1.25 lakhs. When this discrepancy was 
brought to the notice of the firm in May, 1969 for a possible defund, 
the firm had informed that the amounts shown in the Bill of Entry, 
being inter-company prices between the branches of the firm, had 
no bearing on the sale price, which was in conformity with agree- 
ment, as certified by their External Auditors and their "Sales 
Manual". 

6.57. The Committee called for information about the purchase 
prices paid by Government Departments on items imported by IBM/ 
ICL and the actual value of these items declared to Customs at the 
time of importation by the suppliers. The Committee also enquired 
whether, in the case of imports by the suppliers, the value adopted 
for the purpose of levy of Customs Duty wa5 different from that 
given in the Bills of Entry. In a note, the Centra! Board of Excise 
and Customs have stated: 

"In many cases it has been found that the purchases were 
made from IBM who had imported these machines from 
their principals and associates abroad. From 1st May, 
1962 till 25th August, 1973 imports made by the 1.B.X 
were being assessed to duty on the basis oE Inter-Company 
Billing Prices plus 71 per cent plus actuals of freight, in- 
surance and other charges. However, the actual values 
declared to the Customs at the time of importation of such 
machinery will not be readily svailable with the Depart- 
ments concerned, since these machines were originally im- 
ported by the suppliers i.e., I.B.M. from their principals 
abroad and the date of their actual importation etc. is not 
known to these Departments. Even if at  this stage, the 
I.B.M. are requested to indicate the actual value of these 
machines, it is very likely that they mag not furnish the 
correct amount since they have vested interest in not fur- 
nishing the correct figures. Customs departments also 
cannot ascertain these values in the absence of the rel* 
vant I.C.M. Index No, and Cash No. of the Bill of entry 
under which these have been allowed clearance, which 
may be available only with the importers. Moreover, 
collection of this information at this stage from the im- 
porters may meet with the followinq difficulties: 

(i) The complete data of article/model No. will have to be 
given to IBM to get the information about imports; 



(il) The goods might have been supplied by M/s. I.B.M. from. 
stock imported earlier and i t  will be difficult to locate 
the papers even in their office; 

(iii) M/s. I.B.M. may not cooperate to give this information. 
(iv) The labour involved may not be commensurate with the 

results. 
It may be pertinent to mention here that the I.B.M. having 

relationship with their foreign associates were in a better 
position to import such machines by under-invoicing them 
and charging high margin of profits by selling those 
machines in India and this problem has been catching the 
attention of the Customs Department since 1972 and with 
a view to put an end to this malpractice of I.B.M., their 
method of invoicing has been completely reviewed. As a 
result of the review completed by the Bombay Customs 
House, Special Valuation Branch, the value of the goods 
imported by M/s. I.B.M. India, will be determined w.e.f: 
25th August, 1973 after loading the invoice Inter Company 
Billing Price by 350 for assessment purposes under Rule 
8 of the Customs Valuation Rules, 1963. The value of the 
imports of spares etc. will also be determined in the simi- 
lar manner. In all these cases, the actual charges like 
freight, insurance and other exDenses as given in the in- 
voices will be added to the value as determined under 
section 14(l) (a) of the Customs Act, 1962 or under rule 
3(b), (d) and 8 of Customs Valuation Rules, 1963 for as- 
sessment purposes. 

I t  will be therefore appreciated that the malady has been re- 
medied to some extent at  the time of imports by a sub- 
stantial loading of values." 

6.58. From 1st May, 1962 till 25th August, 1973 imports made by 
IBM were being assessed to Customs duty on the basis of Inter 
Company Billing Prices plus 73 per cent plus actuals of freight, in- 
surance and other charges. From 25th August, 1973, a new valuation 
under which the value of goods imported by IBM would be deter- 
mined after loading the Inter-Company Billing Prices by 350 per 
cent was adopted. Explaining the rationale for loading the Inter- 
Company Billing Prices first by 73 per cent and subsequently by 
350 per cent the Chairman, Central Board of Excise and Customs 
deposed during evidence: 

"Now for this I must give some background. The loading of 
invoice price by 73 per cent came into existence aa a te- 



BUR of an appellate order which was passed by the Central 
Board of Excise and Customs at that stage. When the 
Central Board of Excise and Customs started dealing in 
this subject, they came to the conclusion that the s* 
called inter-company billing price did not represent the 
price to an independent importer. So, they said that the ' 

cost structure all over the World was working out more. 
They found that in many cases there was an addition of 
30 per cent to the prime cost. In the case of India, a t  that 
stage, in  1962, what they found was that there was only 
an addition of 10 per cent and later on it was made into 
20 per cent. So, the first .thing the Central Board of Ex- 
cise and Customs came to the conclusion was that there 
should be a basic addition of 30 per cent. This would have 
roughly come to a loading of the invoice value by about 
8 per cent. Based on the total value of remittances by 
the Company to their foreign principals towards profits, 
a further loading of 65 per cent was fixed. So. it works 
out to 73 per cent. that is 65 per cent plus 8 per cent equal 
to 73 per cent." 

6.59. In  regard to the new valuation adopted with effect from 
25th August, 1973, the witness stated: 

"25th August, 1973 was not the date when this was promul- 
gated. 25th August, 1973 was the date when they decided 
to resort to provisional assessment because the review 
goes on periodically. They started an year earlier. And 
they also found that the IBM is taking time in replying 
to various queries and in this regard IBM was also con- 
tacting various parts of the world. So, they decided on 
25th August, 1973 that they should resort to apply the duty 
provisionally. But this was only provisional. After a 
subsequent review, if the department come to the conclu- 
sion that a higher price should be charged it would apply 
from 25th August, 1973. Later on in  December 1974, they 
finally made up their mind. 

I might clarify that so far as data processing machines are  con- 
cerned, they would be based on the domestic sale price in  
the country of export. Suppose we import a machine 
from Italy. Whatever is the domestic price i n  Italy, a t  
which that machirie is being sold to the consumers there, 
from that price 25 per cent was let off by way of subse- 
quent charges for softwares and cost, insurance and freight 



was added to that. 

But simultaneously they did another exercise. Having regard 
to the imports made from various countries, what is the 
percentage by which the inter-company billing price 
shquld be loaded? This exercise arose primarily from the 
fact that UBM also started importing capital equipment for 
manufacturing these machines here. They found cut that 
the average roughly came to 35 per cent and they said, 
so far as capital equipment is concwned, the inter-company 
billing price will be loaded by 35 per cent. This 350 per 
cent refers to capital equipment imported by IBM. 

For data processing machines, i t  was to be based on the domes- 
tic selling price in the country of export, from which the 
goods were imported." 

6.60. In reply to a question it was clarified that the invoice value 
of accessories and spares was loaded on the same basis as for the 
main machinery. 8 

6.61. The Committee asked whether it was not a fact that the load- 
ing was done on the understanding that the importer was not dis- 
closing the real value of the imported goods. TO this, the Chairman, 
Central Board of Excise and Customs replied: 

"That is one way of putting it. When it appears to the 
Customs that the price quoted in the invoice does not a p  
pear to represent the price at  which an independent buyer 
could get it, we make an enquiry." 

He added: 

"There is certainly a suspicion. The exporting party is IBM, 
London and the receiving party is IBM, India. They are  
related people. So, the price quoted in the invoice need 
not necessarily represent the price at which a third party 
can import it. Under the Customs Act, you are required 
to determine the price a t  which it will be available to an 
independent importer." 

6.62. On being pointed out that the increase in loading from 73 
per cent to 350 per cent would suggest that the firm was i~~dulg ing  
in under invoicing, the witness stated: 

"This decision was taken on 17th December, 1974 by an Assis- 
tant Collector of the Bombay Custom House; it is not a# 
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though Government took it .  . . . . .I will try to put it in 
the proper perspective. For these types of machines, t he  
wual method of disposal is one of renting out. They are  
not Imported for outright sale. Another feature is that 
one branch abroad sends its gwds to its subsidiary or t o  
the other branch in India. We have to see whether there 
is any method by which an independent price determina- 
tion can be done. In an appeal that was filed with the 
Central Board, i t  was held that i t  should be the Inter- 
company billing price plus 73 per cent, according to the 
data which was available in this country, at that stage. 
Later on it was felt that some sort 6f a direct sale has 
taken place in various countries. A valuation review 
was undertaken by the Bombay Custom House in regard 
to IBM during 1972-73. When replies from the firm did 
not come quickly, the Custom House ordered on 25th 
August, 1973 that hencefsrth assessment for this company 
would be provisional. Whatever the existing price was, 
the company billing price plus 73 per cent and the 20 per 
cent extra, were there. Later on, the final enquiry dis- 
closed that the loading has to be higher. Nonetheless, i t  
was decided that it would be effective from 25th August, 
1973. In the meantime they went to the court. The 
Custom House completed the enquiry and issued a final 
circular, fixing the loading, so far as the capital equipment 
which they imported for setting up some machinery to  be 
used for local production. The figure 375 per cent was 
corrected in practice and put at  350 per cent. In regard 
to the data processing equipqent which was imported, 
they said that it was possible then for the Custom House 
to come to the conclusion that independent selling prices 
in the country of export, i .e.  domestic selling prices, are 
available; and in our valuation rules, one of the provisions 
authorises the Customs authorities to so base their valua- 
tion, for Customs purposes. So, this Assistant Collector 
came to the conclusion that it will be in order, if the as- 
sessable price in respect of IBM was fixed on the basis of 
domestic selling price in the country of export, less 25 per 
cent of course, adding insurance and freight in the ordi- 
nary course. Immediately, this party went to the court; 
and as a result of the court proceedings, a consent order 
was there, whereby it was agreed that for the time being. 
pending the disposal of the appesl before the Appellate 
Collector, they shall continue to be assessed on the exist- 
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ing basis, on the condition that if the decision went against 
them, they would pay the difference retrospectively. Right 
now, the appeal is pending before the Appelkte Collector, 
in which IBM have questioned the very basis of this ap- 
proach." 

0.63. The Committee desired to know whether the Custom De- 
partment had enough evidence based on which the loading was in- 
creased from 73 per cent to 350 per cent. The Chairman, Central 
Board of Excise and Customs stated: 

"As I have told you, i t  was 8 per cent to which the remaining 
65 per cent was added; it was done on the basis of profits 
which they were remitting to that country. I t  represents 
what should have been the actual cost. So, it was based 
on it. No other material was available. It  is always pre- 
ferable, from the Customs' point cf view,. . . . . . . . i f  an out- 
right purchase price is available-to base the price on it. 
At  at time, it was not available. No independent import 
was taking place. In 1964, this was based on the quantum 
of profits that these people were remitting abroad. Giving 
various deductions from it, the Board felt that 65 per cent 
plus 8 per cent would be fair enough. Then, a further 
view gained ground that there were domestic sales abroad 
through some independent source. They found that the 
Customs law and the rules framed thereunder permitted 
them to deduce the assessable value from it. As such, the 
assessable value was derived from the domestic sble price 
of the country of export. They have gone in appeal which 
is pending." 

6.64. Referring to the statement made by the Chairman, Central 
Board of Excise and Custo,ms to the efrect that one of the reasons 
for increase in loading was the quantum of profit repatriated abroad 
by the firm, the Committee asked whether the other wings of the 
Ministry of Finance did take any action in tho matter. The witness 
stated: 

"The question of repatriation of profits by itself, how much 
sbould go or how much should not go, certainly is not the 
business of the Revenue Department. But from that figure 
we came to the conclusion as to what should be the asses- 
sable value of the goods for determining the quantum of 
duty to which they should be subjected. That was an in- 
dication to us that if so much is going out of the country, 



actually i t  should form part of the value of the goods that 
had come. Therefore, i t  was loaded. So far as repatria- 
tion is concerned, we can say only from commonsense 
point of view. The information can be given by the De- 
partment of Economic Affairs or the Reserve Bank of 
India." 

6.65. The Chairman, Central Board of Excise and Customs added: 

"The Customs Department in this sphere happens to be one of 
those Departments which has started loading operations 
not only in respect of IBM but also in respect of many 
firms which were subsidiaries of foreign firms in this 
country right from early 1950. So, this loading business 
is not new to the Customs Department We started that 
sort of a thing from early 1950. From that time, it is con- 
tinuing not oply for IBM but, by and large, for subsidiaries 
of foreign companies, here, wbose invoice prices przma 
fucie need not reflect the independent prices to indepen- 
dent buyers. So, I should say. here a t  least, perhaps, this 
hon. Committee would be glad to observe that so far as 
we are concerned, this sort of a thing has been very much 
kept in view. Not only that, in 1962, we chal7ged the basis 
of this. It was made Inter-company billing prices plus 
73 per cent. Now. the Assistant Collector has come to the 
view that it has to be loaded even further on the basis of 
the data now available. of independent prices of outright 
sale, in foreign countries, in their domestic markets." 

6.66. The Committee asked whether any attempts have been made 
to quantify the extent of under-invoicing indulged in by the multi- 
na,tionals like IBM. The Chairman, Cwtral Board of Excise and 
Cu~toms stated: c 2 21 

"The whole idea of loading pre-supposes that there was a n  
under invoicing and you are loading to bring i t  up to the 
proper price as the Customs House thinks should be deter- 
mined. The very idea of loading means that originally 
there was an under-invoicing." 

"This is a type of under-invoicing where m e  cannot go to the 
extent of imposing penalties for deliberate under-invoic- 
ing in the sense that they will be able to give you invoices 
from one country to the other and support that this is 
their system all over the world. They have produced 



documentary evidence. But according to our law, we have 
come to a conclusion that that might be so, but still it does 
not represent the price to an independent importer and 
that i t  still represents the prie to a related importer. To 
that extent, according to our law, we are entitled to load 
i t  to a certain extent. Previously, of course, whatever the 
Board's ruling, they have been acting upto that. Now, the 
Assistant C~llector has Axed a new loading formula. They 
have gone in for appeal. Let us see what happens to that." 

6.67. In reply to a question whether the  quantum of increase in 
loading suggests that there has been under-invoicing to a very large 
extent, the witness replied: 

'Yes, i t  does. ks I said, you must have available some date 
to go by. If you have the invoices for sales to independent -. importers available, there is no difficulty; that would be 
the price. On the contrary, when you don't have them or 
when the system is as it is in this country-by and large it 
is a fact that these are not sald but rented out-you have 
to look for details elsewhere. In the last review they 
detected that now some independent sales are taking place 
abroad in those countries, and the Customs Department 
have based their case on the fact that they derive the 
value in this country abroad from which the goods are 
coming. There is some sort of independent sale in that 
country which, presumably was not available earlier. So, 
earlier, even in the normal course I would say 73 per cent 
is substantial loading. The Assistant Collector says it is 
now 350 per c e n t b u t  that, as I said, comes much later; 
that relates to the loading of capital equipment for im- 
porting and for manufacturing this data processing 
machines and other things. Otherwise, for data processing 
machines it will vary from machines to machines depend- 
ing on what the price of that machine is in the foreign 
market." ' 

6.68. The Committee enquired whether with the increase in load- 
k g  the prices charged by IBM from its customers are also increased 
correspondingly. The Chairman, Centtal Boarcl of Excise and 
Customs explained: 

"The situation arises, as explained in the beginning, because 
there are hardly any outright sales. These machines ere  
mostly rented out and they are charged for on a monthly 
rental basis. That is why, from 1956 to 1962 our method 



of finding the assessable vdue  was to deduce it from tb 
 rental^. The figure is taken-as to what is the rental- 
and from that the assessable value is deduced." 

"If outright sales vdue were available in the country, the pro- 
blem is simple. All this difficulty has arisen because we 
do not have sales to independent parties, they rre rented 
out from one to another. That is basically the crux of 
the question?' 

6.69. On the question of the appeal filed by IBM against the ded- 
sion of the Customs Department for loading of IBM imports the 
witness stated: 

"These people filed the appeal on February 30, 1975. Arjsing 
out of the reading of the appeal, varlous other queries had 
to be made to these people, and I believe they have an- 
swered them now. The appellate Collector will start the 
hearing and decide the case. In the meantime, our reve- 
nue has not suffered because !here is a guarantee and 
bond from this company that if the decision goes against 
them and if any loading, it will be retrospective from the 
25th August, 1973." 

6.70. In regard to the loading of the imports made by ICL, the 
Committee were informed during evidence: 

"So far as ICL is concerned, assessment had been made provi- 
sional and their books of accounts are being studied. The 
process of final determination of loading will start soon* 

6.71. In this connection, the Chairman, Central Board of Excise 
and Customs also stated: 

"The idea of provisional assessment is that as and when a final 
decision is taken, it will be retrospective. It  will be &fee 
tive from the date of the provisional assessment which 
started already. So, if further data cannot be collected 
immediately and the decision is likely to take time, we 
will do provisional assessment, both by the Customs De- 
partment and the Excise. Of course, the right of appeal 
will be there. The provisional assessment procedure safe- 
guards the revenue that is going to accrue, if any, and that . . 

t "  - , is going to be from the retrospective date." 



"' 6.72. THe Committee asked whether any punitive action against 
t h e  IBM had been initiated for the under invcicing which was evi- 
d e n t  from the fact that against 73 per cent the loading had now been 
increased to 350 per cent. The Chairman, Central Board of Excise 
a n d  Customs stated: 

"I do not think any punitive action %as been initiated in this 
regard because so far as the price structure i.11 over the 
world is concerned it is based on the inter-company 1,illing 
price and it is not that they are only billing us like that. 
Now, the position with the department is that the company 
is all along following a system snd we Ibave no quarrel 
over it but so far as the provisions of Customs Act are 
concerned, the value declared does not correspmd to what 
is ought to be. Therefore, the Department has the right 
to determine the value for d-uty purposes. You raised 
a question regarding foreign exchrrgt~. I should like to 
throw some light on that also. So far as the remittance 
of foreign exchange is concerned it was strictly on the 
basis of their invoice price which i: merely this inter-com- 
pany billing price. Although we are loading it in this 
country, the Customs Department is loading the invoice 
with various percentages. but that money does ilot get 
remitted. But the only original invoicc~ price gets remit- 
ted." 

Drawback 

6.73. The Committee desired to be Wrnislled with details of the 
total customs duty realised on all imports hy  IBM year-wise as also 
the total drawback paid to the firm during the last 6 years. The 
Central Board of Excise and Customs have, in a note, stated: 

"Statistics in the Custom Housq are not maintained, importer 
or exporter-wise but these are maintained on the basis 
of the commodity description and coding system prescrib- 
ed by the D.G.C.I&S. Compilation of the requisite infor- 
mation would, therefore, involve scanning of voluminous 
records of all imports and exports a t  various Customs 
Houses pertaining to six years period and would require 
considerable time and manpower." 

6.74. Asked about the basis, if any, on which drawback has ac- 
tually been claimed and paid on duty-paid components used in IBM 



riianufactuses, a representative c$ the Central Board of Excise and 
Customs stated in evidence: 

"The drawback fixation procedure envisages the actual veri- 
fication of the records of the firm; and it is only after 
verifying that the duty has been paid on certain compon- 
ents which go into the manufacture of a finished item that 
the draw-back rates are fixed." 

6.75. The Committee enquired about the ~crcentage of claim actu- 
ally verified by the Customs out of the total claims for drawback 
preferred by IBM and ICL. A representative of the Central Board 
of Excise and Customs stated: 

"In so far as IBM is concerned, on the basis of information 
readily available, there are two types of machines which 
they export. One is type 029, and the other is 129. Actu- 
ally, whatever components go i n t ~  the manufacture of 
these two types, the extent of duty paid is actually verified 
and then the drawbacks, given at the time cf export of 
these types of machines, is fixed. It i:; only a question of 
identifying at the point of export whether the type is 029 
or 129. The quantum of drawback is paid on the basis 
already fixed. Verifying in each case does not arise. I t  
is already pre-determined." 

He added: 

"The claims for the fixation of a drawback in  respect of the 
type-say 029-are verified with reference to the  actual 
components that go into the manufacture of this particu- 
lar type of machine". 

6.76. In this contest the Director Receipt Audit informed the Com- 
mittee as under: 

"In so far as the IBM machines are concernei, as I had said, 
the components are imported and put into the "AS IS" 
machines u-hich are just junk and are re-assembled here. 
When they are put into the new machine and the re- 
assembled one is exported, the indmtitication of the com- 
ponent which has paid the duty, is :lecessary to fix the 
draw-back. The Ministry, in their letters and references 
to me, have said that they have not been able to do that 
verification, with the result that i f  :) higherduty-paid corn- 
ponent is not fitted into a machine being exported, but is 
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fitted elsewhere, and a declaration is made that they have 
fitted i t  into the fwmer, nobody if; wiser about it. They 
have themselves confessed it. Wc have also attempted to 
verify. We could not do it. Verification on a selective 
basis was attempted, to satisfy ourselves, to the extent of 
1J.5 per cent of the total number of items. We were not 
able to succeed, there as well. So, we always resort to a 
cut in the drawback. 30 per cent cut is done md only 
70 per cent is allowed. This has not been done satisfac- 
torily. The Collector himself has been telling the 
Board that he is not able to do complete verification. 
He has done it on a selective basis. So, this dark area 
of what duty-paid gwds have been put into the 
machines, neither they nor we have been able to 
find out. Further calculations of duty-paid documents 
were all in tape, in code, in their language, in IBM lan- 
guage. The local IBM people say they could not decode 
it; neither could I decode it. Thcy say this is some code 
which they have kept in a New York library. Then I 
expressed a doubt that if a tape is tempered with and 
some other document is kept in its place, how are we sure 
about it?" 

6.77. In a note subsequently furnished to the Committee, the 
Central Board of Excise and Customs have stated: 

"M's. IBM started manufacture of 129 type machines from 
1-4-1972 under a selective bond procedure. Under this 
scheme about 70 per cent of the components were bonded 
and no duty was paid on them. The balance imported 
components were cleared after paymen! of customs duty. 
Since till then the verification of data had been done 
mainly with reference to their imports, the Ministry 
called for the details of the impmted components and 
their usage in the form prescribed for this purpose. The 
data was verified by the officers of the Drawback Directo- 
rate in the Ministry initially and subsequently at  the  
factory premises. The verification was confined to a 
select percentage of components which had a high jnci- 
dence of duty. Based on the ver~ficatio:l done by the 
Ministry, the drawback rate proposal was sent to the office 
ef the Comptroller and Auditor General for pre-audit. 

,'a The office of the Comptroller and Auditor General inter- 



alicr, observed that the total verification d w e  by the X M s -  
t ry  wsg only to the extent of 1 .25'per cent of the Bills 
of Entry and 17 per cent of the total incidence of duty 
and queried whether the percentage check was adequate. 
They also desired to know whether the bonds executed by 
the firm in respect of the bonded components have been 
cancelled by the Bombay Custom House as in the proposal 
made by the Ministry there was no mention of the can- 
cellation of such bonds. Thereafter an officer from the 
Ministry along with a representative of Comptroller and 
Auditor General's office visited the factory of MIS. IBM a t  
Bombay in January, 1974 and carried out further verifi- 
cation. Even after this verification the Comptroller and 
Auditor General's office did not appear to be satisfied with 
the extent of verification. After holding discussion with 
the concerned officer of the Conlptroller and Auditx 
General's office, the officer of the Drawback Directorate 
carried out further verification of the data at Bombay in 
July, 1974 and raised the percentage of check to nearly 
60 per cent of the total incidence of duty involved. I t  was 
also pointed out that since the entire bonding procedure 
is supervised by the Customs staff posted at the party's 
factory. the Customs would ensure that all the formalities 
of the bond are duly fulfilled. On 22-1J-1973 the Comp- 
troller and Auditor General's office took a general deci- 
sion to dis-associate themselves from the pre-audit of 
drawback rates before their announcement. During this 
period from 1-12-1973 to 31-10-1974 drawback rates wera 
being fixed and announced by the Drawback Eirectorate 
without pre-check by Comptroller and Auditor General's 
Audit. Drawback amounting to Rs. 33.32.560.82 worked 
out in respect of 688 machines on tne basis of the verifica- 
tion carried out as mentioned abo\*e was determined by 
the Ministry on 12-8-1974 as drawback due subject to the 
fulfilment of usual condition as stated in the rules. The 
amount has not yet been paid bv the Bombay Custom 
House." 

6.78. In another note it has been stated: 

' , "Drawback rates are fixed by the Ministry in respect of each 
type and model of machines manufactured by IBM. At 



< '  . I .  this time i t  is ensured, on the basis of the' test  check of 
the particulars of the impqrtation of the components given 
by the firm, that drawback is claimed only in respect of 
duty paid on imported components used in  the machines 
exported. It  is also ensured that the total amqunt of duty 
claimed does not exceed the duties collected on the com- 
ponents as apportioned to the quantities of the machines 
exported. 

At the time of export exporters are required to declare under 
Rule 11 of the Drawback Rules, 2971 that they are claim- 
ing drawback on the duty paid materials alone. The 
Customs authorities verify the description and the type 
and model of particular machine being exported and sub- 
sequently drawback is sanctioned having regard to the 
rates fixed by the Government for the particular type 
and model of machines. 

There are provisions under the existing rules and the Cus- 
toms Act to take action for any mis-declaration." 

"Physical verification of machines sou:jht to be exported under 
claim of drawback is restricted to 5 per cent of the goods 
tendered for export. This could be 100 per cent in cases 
of doubts or discrepancies. The documentary verification 
of drawback shipping Bills for sanction of drawback, 
however, is cent per cent." 

6.79. The Committee desired to know whether there has been 
any audit objection to the payment of drawback to IBM and i f  so 
what were the amounts withheld or paid to the company in spite 
of the audit objections. In a note, the Central Board of Excise and 
Curtoms have stated: 

"The Collector of Customs, Bombay, has informed that there 
has been no objection either from the I .A . D .  or C .R.A.  
with regard to the payment of drawback to MIS. IBM". 

6.80. It was understood that IBM had been allowed to import 
certain items on payment of import duty and certain others under 
bond. 



6.81. The Committee enquired whether the Rules provided for 
partial bonded manufacture and if not, on what considerations this 
had been allowed in the case of IBM. A note on the subject fur- 
nished by the Central Board of Excise and Customs reads as under: 

"Mls. I.B.M. World Trade Corporation, were allowed, with 
effect from 1-4-1972 to use bonded components and duty 
paid components and other components for manufactur- 
ing type 129 machines and parts. I t  appears that this 
was done under Rule 4(ii) and (iii) read with Rule 5(b) 
of the Warehouse Regulations, 1966. The view taken was 
that there is no bar to imported goods on which there duty 
has been paid being taken into the warehouse, like indi- 
genous goods. 

Recently. M's. I .  B . M ,  have been given the option either to 
use wholly duty paid components or bonded components 
in their manufacturing process, but as export goods are 
involved, till the completion of their programme for type 
129 machines, which is expcted  to be completed by 
30-4-1976, the Custom House has permitted them to con- 
tinue their operation under the present procedure." 

6.82. In view of the fact that items imported on payment of duty 
as well as items imported on bond are liable to be used in the same 
machine, the Committee enquired how do the Customs authorities 
segregate such items and ensure that the dut;: correctly leviable on 
bonded items, has in fact, been paid by IBM. The Central Board 
of Excise and Customs have in a note stated: 

"The bonded components are issued from the private Bonded 
warehouses of IBM by Preventive Officers posted at their 
factory and are escorted under customs supervision to the 
manufacturing premises where t i m e  cre used in the 
manufacture of machines meant exclusively for export. 
Tbe Bill of Material shows the quantity required for each 
type of machine and on the basis thereof it is possible to 
correlate the number of components consumed, with the 
number of machines manufactured and exported. 

However, in order to ensure that parts used for the manufac- 
ture of types 029 and 129 machines manilfactured by M's. 
I .B .M.  in the same factory premises, do not get mixed 



up, segregation has recently been effected by erecting a 
T partition to separate the area in the factory where eack 

of the machines are being assembled. Besides, supplec 
mentam rules end regulations have also been framed in- 
corporating the following details in respect of type 129 
machines: 

(1) List of imported components partsIassemblies non-duty 
paid (in bond). 

(2) List of imported componentslparts assemblies duty paid. 

(3) List of indigenous components partsjassemblies. 

The Preventive Officers posted a t  the factory are also main- 
taining accounts for all the parts used in the manufact.ur- 
ing process, which is carried out under control by the 
Customs staff." 

Excise duty realisations 

6.83. Before a licence is granted under the Central Excise Act for 
manufacturing operations, the manufacturer has to make a licence 
application in the prescribed form. The Committee asked when a 
licence was granted under the Central Excise Act for manufacturing 
operations by the IBM, what was the declaration made by the com- 
pany of  its actual manufacturing operations. In a note on the sub- 
ject, the Central Board of Excise and Customs have stated: 

"The Collector of Central Excise. Bombay has reported that 
MIS. IBM were granted Central Excise licence bearing 
No. 12/OM/70. dated 24-3-70 for manufacture of 'Ofice 
Machinery' falling under T.I. 33-D. In the schedule to the 
application for licence they mentioned that they expect to 
manufacture 3059 units. Later they filed a classification 
list on 1-6-1970 wherein particulars of all excisable goods 
produced, manufactured or warehoused were shown as 
"Ofice Machinery" falling under T.I. 33-D. No other dec- 
laration about actual manufacturing operations is on record 
with the department." 

6.84. Since it is well known that in the past IBM have only been 
importing machines on an "AS IS" basis alongwith certain compon- 
ents and refurnishing or reconditioning them in their Indian Plants, 
the Committee asked whether these operations could be strictly 
termed as a manufacturing activity. In this connection the Central 
B m d  of Exc'ise and Customs have, in a note stated: 



"Section 2(f) of Central Excise and Salt Act, 1944 has defined 
"manufacture" as including any process incidental or an- 
cillary to the completion of a manufactured product. Re- 
furnishing op. reconditioning of imported machines wSth 
components could be deemed as manufacture. 

It may, however, be clarified that when they applied for an 
L-4 licence in 1970, when excise duty was imposed on 
"Office Machines and Apparatus" vide item 33-D of the 
Central Excise Tarliff, the IBM World Trade Corporation 
declared in their AL-4 that, they would be manufacturing 
"3059 units". The description of the units was also fur- 
nished. I t  may thus be seen that they have themselves 
agreed thzU it is manufacture of exisable goods. They are 
producing the bulk of their units indigenously. 

I t  is also ascertained that IBM have a customs bonded ware- 
house and import components and manufacture machines 
exclusively for export by using these components. The 
machine is designated as "Machine No. 229". It  is stated 
that these operations are done under Customs supervision. 
In so far as their meeting the indigenous requirements is 
concerned, it is ascertained from the licensee that while 
the bulk is indigenously manufactured, they import two 
types of Machines designated as "Machine No. 077" and 
"Machine No. 514" "as is" condition. It is learnt that they 
pay 60 per cent basic Customs duty, 15 per cent Aux. duty, 
and 15 per cent countervailing duty on such imports." 

6.85. In this context a representative of the Deptt. of Electronics 
stated: 

"There are certain items like 029 punches, totally on the manu- 
facturing programme of IBM. But as far as "As Is" pro- 
gramme is concerned, the view of the Electronics Depart- 
ment is, this should be treated 'as is assembly prograrn- 
mes.' " 

6.86. The Committee were informed that normally the decision to 
decide, as to what constitutes a mnufacturing activity, vests with 
the Assistant Collector. The Secretary, Deptt. of Expenditure stated 
in thfs connection: 

"There was no question of exercise of discretian involved at the 
excise end which can be questioned. In order to pay duty 
the Arm filled up a form which was accepted." 



He added: 

"The manufacturing activity was under a licence given by t h e  
Ministry of Industrial Development. Thereafter if they 
applied for excise licence, the non-grant cf that licence 
would have resulted in non-payment of excise duty." 

6.87. In the same context, the Chairman, Central Board of Excise 
and Customs stated: 

". . . . these matters are gone into very thoroughly. We have 
not accepted the invoice value of the IBM at its fact value 
right from 1956 and we started loading. I say this to assure 
the Committee that adequate attention IS belng paid not 
only to IBM but where there are related firms. But in 
relation to excise, there is no discretion invol\yed. It is not 
as though the Assistant Collector has to qrant a licence for 
starting a manufacture. That he has already got from the 
Ministry of Industrial Development. From the point of 
view of excise the moment any concern starts manufactur- 
ing goods liable to excise. the firm has to qct an excise 
licence. Otherwise the firm will be in fnng in!~  the law 
That  is entirely for the purpose of revenue " 

6.88. The Committee drew attention to the definition of manufac- 
ture  given in a Supreme Court judgment. under whit:? m : l - t ~ f a ~ t ~ l e  
means bringing in new goods different in charac!er from what was 
available earlier and the assembling world not tentamovnt to manu- 
facture. The Chairman. Central Board of Excise and Customs stated: 

"Unless it is manufacture. the firm will not apply for an  excise 
licence. Clever people like IBM will not unnecessarily pay 
money to Government." 

6.89. On being pointed out that  clever people like IBM deservc: a 
special treatment, the witness stated: 

"I entirely agree with you. We are taki i~g sufficient care. 
At your instance, we will take additional care in the matter 
of issue of licences by the Central Excise, but there is hard- 
ly any discretion in the matter." 

6.90. The Committee desired to  know what items were offered by 
IBM far excise duty assessment and in particular did they offer any  



assessment under Section 17 of the  Customs Act. I n  a note, the 
Central Board of Excise and Customs have stated: 

"Items falling under Central Excise Tariff item 33-D are oflered 
for assessment to excise duty since 1970. Lately they a r e  
also presenting 'Punch Cards' for assessment a t  1 per cent 
excise duty againest Central Excise Tariff item No. 68 and 
are being assessed accordingly. In respect of assessment 
under Section 17 oS the Customs Act the position is being 
ascertained and will be intimated on receipt." 

6.91. The Committee were informed that  t,he IBM has been 
charging from its customers "one-time installation charges" to re- 
cover the import duty on any imported component of the machine. 
In this connection the Department of Electronics have in a note 
stated: 

"On a query with Messrs. TBM World Trade Corporation. 
they had clarified the basis for 'one-time-installation 
charges' as under: - 

'One-time Installation Charges are comprised of all costs asso- 
ciated with the moving of the equipment from the sup- 
plving source to the customer locations. These costs in- 
clude casing and pack~ng. freight. insurance, rigging and 
drayage, custom duties. clearing and !landlinr: expenses. 
etc. These costs. which are not recovered in the inter- 
national base price are recovered sepsrately from the 
customers on actual or average basis ' 

On further clarification, IBM have informed that duty elements 
on imported components in lespect of indinmously msnu- 
factured eqvipments were also recovered through such 
one-time installation charges. 

Such duty elements should get included in the ex-factory 
prices of the equipment. This aspect has also come u p  for 
consideration by the Inter-Ministerial Group goinc into the 
prices'rentals of TBM and ICL and will get elaborated in 
their Report." 

6.92. During evidence the Committee asked whether the exclusion 
of elements of cost from the ex-factory prices affect excise duty reali- 
sations and amounts to tax evasion by IBM in an indirect way. A 
representative of the  Central Board of Excise and Customi stated: 

"Accord$ng to our information, all these elcmcnts of cost are 
included for the purposes of excise assessment. May be 



this will need verification, if the information of the Com- 
mittee is to the contrary." 

6.93. In a note subsequently furnished to the Committee, it has 
been stated: 

"When an excise duty was imposed on Of¶lce Machines and a- 
paratus under C.E.T. Item 33-D, the goods manufactured 
by IBM were provisiona4y subjected to assessment on a 
value determined with reference to cost of production, after 
loading the same with 73 per cent. This was presumably 
done on the analogy of an order-in-Appeal passed by the 
Central Board of Excise and Customs, wherein the Board 
had held that value of the data prwessing Machines and 
spares thermf imported after 1st May, 1962 be determined 
on the basis of inter company billing price plus 73 per cent. 

This mode of provisional assessment cultinated in the order 
passed by the jurisdictional Assistant Collector vide his 
wder P-IV(6)4-33DlPL173:6587, dated the 27th June, 1974. 
The Assistant Collector issued a reasoned order indicating 
that the assessable value of the various types of computers 
and processing machines should be based on the list price 
of the Machine as well as that of the Features incorporated 
therein plus what is known a s  'One time Installation 
charge'. 

Thereupon a demand for payment of differential duty amount- 
ing to Rs. 1,71,03,572.65 paise was raised and realised. 
However, the company went in appeal against this wder 
before the jurisdictional Appellate Collector who ordered a 
de-nove examination. The jurisdictional Assitant Collec- 
tor of Central Excise is seized of the mstter. 

I t  may please be seen from the foregoing that the 'One time 
charge' is included in the list price and is not excluded." 

Income-taa: assessments of IBM i ICL 

6.94. The Committee called for details of the amounts actually re- 
turned by IBM and ICL as profit and the amounts actually determined 
by Income-tax Authorities as taxable. The following statements 
furnished by the Department of Revenue and Insurance give the re- 



quisite information: 

AsStt. year Income Income Income 
returned assessed tax-paid 

1972-73 ' 78,45.550 88,55,t/I Set aside 49,9tsr19 
Adv. w 

1973-74 . . 1,18,47,:40 I,W. 6.394 Set aside 6o,10,000 T Se f - ~ e s s m e n t  8~1M64 

1974-75 . 94,93,763 Arstt. pending-Pre-asstt. tax paid 5 7 , ~  1.914 

1975-76 . Asstt. pending-Pre-wtt. tax paid 5458.964 

: + F n c  a9~:iseI i n c ~ m :  i s  le than the return: i inmme. Reasons are being ~ ~ c r t o i a e d  



6.98. It is seen from the above that the income returned by IBM 
in 1964-65 was nil. However, the income actually assessed by the 
income-tax authorities was a loss of Rs. 5,43,135. Asked about the 
reasons for the assessed income being less than the returned income, 
the Department of Revenue and Insurance have in a nate stated: 

"In the return of income field for 1964-65, the income was 
shown nil. However, the return was filed subject to the 
allowance of depreciation, development rebate and prior 
years' losses carried forward, i f  any, which are to be 
allowed statutorily." 

6.96. From the details of income returned by IBM and income 
assessed by income-tax authorities during the assessment years 1966- 
67 to 1973-74 it appears that substantial additions have been made to 
the income returned by IBM during these years. The Committee en- 
quired what were the items in respect of which additions were made 
and also whether these additions were disputed by IBM. A represen- 
tative of the Central Board of Direct Taxes informed the Committee 
during evidence: 

"I have a nate here with me giving details of the main additions 
which were made by the Income-tax ~fficers in the case of 
IBM. For the assessment year 1966-67, the first addition 
was on account of development rebate claimed by the 
assessee on data processing machines and disallowed by the 
I T 0  amounting to Rs. 13.12 lakhs. The second main addi- 
tion made by the IT0 was Rs. 0.46 lakhs on account of 
excessive expenditure claimed on a convention. The Ap- 
pella te Assistant Commissioner allowed the firs t amount 
added back by the IT0  as we mentioned yesterday. This 
is a claim of development rebate on computers and data 
processing machines on whch  we have gone to the High 
Court ultimately. 

m the next year also the first main addition is Rs. 42.45 lakhs 
on account of loss on account of devaluation In respect of 
headquarters expenses allocable to the Indian branch 
which the assessee claimed and the IT0  has disallowed it. 

. The second main addition made by the IT0 was again on 
development rebate on data processing machines amount- 
ing to Rs. 17.87 lakhs. Again the M C  has allowed this 

r amount. The Tribunal has upheld the AACJs order and 
we have gone to the High Court against the Tribunal's 

\ order. 



In 1968-69 the first main addition made by the IT0  is again on 
development rebate on data processing machines amount- 
ing to Rs. 21.34 lakhs. This again has been allowed by the 
AAC. Thie second main addition by the IT0  amounts to 
Rs. 2.04 lakhs on account of inadmissible loss on sale of 
fixed assets added back and excess claim for depreciation 
disallowed. 

In 1969-70 the first main addition made by the I T 0  is Rs. 19 
lakhs again in respect of development rebate in respect of 
data processing machines and the second addition is 
Rs. 28.86 lakhs agaln on account of exchange loss on actual 
remittance of headquarters expenses. The AAC has again 
allowed the development rebate. 

In 1970-71, the first main addition made by the I T 0  is on deve- 
lopment rebate on data processing machines amounting to 
Rs. 14.95 lakhs, the second main addition is Rs. 16.70 lakhs 
on account of exchange loss m actual remittances of head- 
quarters expenses and the third addition is Rs. 1.05 lakhs 
on account of loss of rental equipment written off. The 
AAC has again allowed the addition of development rebate. 

In 1971-72, the first main addition made by the IT0 is Rs. 8.45 
lakhs in respect of development rebate on data processmg 
machines and the second addition is Rs. 3.11 lakhs on ac- 
count of capital expenditure on the Bangalore project 
which did not come through. The AAC has again allowed 
development rebate on the data processing machine. In 
respect of the assessment year 1971-72, the first addition 
made by the IT0 is again in respect of development rebate 
on the data processing machine amounting to Rs. 18.61 
lakhs. The second addition made by the I T 0  is for Rs. 1.35 
lakhs in relation to bad debt claimed by the assessee but 
not accepted. Again, the AAC has allowed development 
rebate. The assessee's claim regarding bad debt was 
allowed by the AAC. In 1973-74, the first addition made 
is fos Rs. 16.76 l a b s  again in respect of development re- 
bate on data processing machines and the second addition 
is for Rs. 1.75 lakhs in respect of gratuity provision. Again, 
both these additions have been allowed by the AAC. 
Against his decision on both the points we have gone to 
the higher appellate authority." 



6.97. The Committee desired to know in case the addition; made 
by the inmme-tax authorities have been accepted by the firm, did it 
not amount to concealment of income and if so, whether any penal 
action has been contemplated against the firm. In a note, the De- 
partment of Revenue and Insurance have stated: 

"Even though some of the additions have been accepted by the 
company, it may not amount to concealment of income as 
all the facts in respect of the disputed additions have been 
disclosed to enable the Department to take a decision on 
the admissibility of the claim for deduction." 

6.98. F r w  the details of income returned by ICL and assessed by 
income-tax authorities during the year 1984-65 to 1971-72 it is seen 
that considerable relief has been allowed by the Appellate Assistant 
Commissioner, on appeal. In 1970-71, the relief allowed is 50 per cent 
of the income assessed by the income-tax officer. In respect of other 
years also, the AAC appears to have more or less accepted the income 
returned by I C 4  The Committee desired to know the grounds on 
which such large reliefs had been allowed and whether the same had 
been contested by the Department. In a note, the Department of 
Revenue and Insurance have stated: 

"Substantial relief allowed by the AAC for the assessment 
years 1964-65 to 1971-72 in the case of ICL is in respect of 
development rebate an data processing machines. The 
amount of development rebate disallowed by the IT0 and 
allowed by the AAC are as under: 

Assessment Year 

Development rebate dis- 
allowed bv the IT0 but 

allowed by thc 
AAC 

-- 
Rs. 



The claim for development rebate was disallowed by the 
Income-tax Officer from year to year on the ground that 
data processing machines and ancillary equipment were in 
the nature of 'office appliances' and not 'plant and machi- 
nery'. The AAC, however, hold that these items consti- 
tute plant and machinery and accordingly allowed the 
assessee's claim. The Departmental appeals filed against 
the AAC's orders for the assessment years 1964-65 to 1966- 
67 were dismissed by the Tribunal. The Department has 
not accepted the Tribunal's decision and reference applica- 
tions for these years are pending before the Bombay High 
Court. As regards 1967-68 to 1971-72 assessments, the 
Tribunal has set aside the orders of the AAC and restored 
the matter to the AAC's file with a direction to examine 
the applicability of Section 33(6)  of the Income-tax Act. 
The Department has, however, not accepted the Tribunal's 
decision and reference applications for these years have 
also been filed before the Bombay High Court." 

6.99. I t  is further seen that the assessments of income-tas of ICL 
made by the income-tax officer during the years 1972-73 and 1973-74 
were set aside by the Appellate Assistant Commissioner. In reply 
to a question as to the grounds for the decision of the AAC and 
whether the same had been contested by the Department, the De- 
partment of Revenue and Insurance have in a note stated: 

"The assessments for the years 1972-73 and 1973-74 were set 
aside by the AAC on the ground that the IT0 had not 
examined whether any of the DPMs was installed in any 
office premises or in residential accommodation to attract 
the provisions of Sec. 33 (6). The decision of the AAC has 
been accepted as a finding in the applicability of Section 
33 (6) will strengthen the Department's case to the extent 
of disallowance of development rebate on equipment in- 
stalled in omce or residential premises." 

6.100. During evidence the Committee enquired whether it was 
not the prac t ic~  in the income-tax department that more important 
cases of Sncome-tax assessments were handled by income-tax officers 
of a very high level and if this was so, whether any special steps have 
been taken by t h  income-tax department to make sure of the accu- 
racy of the IBM assessment. A representative of the Department of 
Revenue and Insurance stated: 

"I am subject to correction a t  the m o m e n t t h a t  the assess- 
ments in the case of IBM were made at the level of IT0 



and they were not scrutinised by any higher officer. But 
I may add that we are conscious of the fact that ouch 
company's cases should receive better attention, and that 
is why we have centralised cases of all foreign companies 
with income above Rs. 5 lakhs to be dealt with by a senior 
ofilcer of the rank of Assistant Commissioner. . . . So far 
these cases have been dealt with by the ITO." 

6.101. The IBM World Trade Corporation is understood to have 
set up 2 new subsidiaries corporations in 1974, namely, IBM World 
Trad,e AmericaIFar East Corporation and IBM World Trade Europe 
Middle East Africa Corporation. The Branch of IBM operating in 
India was recognised in the year 1953 by an order dated 23rd May, 
1%3 as a company. The Committee wanted to know whether the 
IBM World Trade Corporation had submitted any revised application 
after its split. for fresh recognition as a company. In a written reply, 
the Department of Revenue and Insurance have stated:- 

"The IBM organisation in India continues to be a branch of 
the IBM World Trade Corporation New York. It is under- 
stood that the foreign company has set up 2 new subsi- 
diaries corporations in 1974, namely, IBM World Trade 
America1Far East Corporation and IBM World Trade 
Europe Middle East Africa Corporation. As the parent 
company, i.e. IBM World Trade continues as such, without 
any change in name or form, the question of fresh recogni. 
tion of the Branch of the company does not arise." 

The reply further added that the IBM had not submitted any 
revised application after its split up for fresh recognition as a rom- 
PanY. 

6.102. The Committee also asked whether'provisions of section 
195 of the Income-tax applied to IBM and if so whether deduction 
of taxes a t  source was made by the authorised Government Depart- 
ments or other agencies to meet payment of this company on account 
of hire charges, maintenance charges or other items of income 
chargeable to Income Tax. In reply the Ministry have stated as 
follows: - 

"IBM being a non-resident company, the provision of Section 
195 of the Ipcome-tax Act is attracted. Till March, 1970 
tax a t  source was not being deducted by the Customers in. 
eluding G o v e m e n t  Departments from payments made 
to the company. However, after the amendment of Sec. 105 
by the Finance Act, 1SnO the company applied to the 



Income-tax Officer for exemption in terms of Sec. 195(3) 
of the Income-tax Act, 1961. As the company is being 
regularly assessed to tax in India, the Income-tax OfAcer 
has granted a certificate u/s 195(3) of the Income-tax Act 
authorising the company to receive all payments, not being 
interest on securities or dividends, without deduction of 
tax a t  source for the financial years 1972-73 to 197576." 

6.103. The Committee had also enquired whether the IBM World 
Trade Corporation was making available to the Income-tax Depart. 
ment its world balance-sheets and world profit and loss accounts for 
purposes of enabling the Income-tax Department to determine the 
true income chargeable to tax under Rule 10 of the Incometax Rules, 
and if. no't, on what basis was the correctness of the Indian Income 
including the expenses claimed by the company were verified. In a 
note the Department of Revenue & Insurance stated: 

"The Indian branch of the IBM World Trade Corporation 
maintains separate accounts in respect of its business in 
India. Such accounts are audited and copies of audited 
balance-sheets and profit and loss Accounts are being filed 
along with the returns of income. It  appears that the 
Income-tax OWcer is satisfied that the actual amount of 
income accruing or arising to the company, whether 
directly or indirectly, is ascertainable with reference to such 
accounts. The Income-tax Officer has, therefore, not in- 
voked the provisions of Rule 10 of the Income Tax Rules. 
In the circumstances, the Income-tax OfEcer has deter- 
mined the Indian income-liable to tax on the basis of the 
Branch accounts maintained in India and duly audited by 
Chartered Accountants." 

6.104. The Public Accounts Committee (1974-75) had been in- 
formed by the Department of Revenue & Insurance that the Indian 
branch of IBM was recognised as a company for purposes of Income- 
tax on two occasions in May, 1953. Asked what were the circum- 
stances under which applications were made in quick succession and 
two orders were issued, one on 8th May, 1953 and another on 23rd 
May, 1973, the 'Department of &venue & Insurance stated: 

"It is clarified that in the  order of the Board dated 8-5-1953 
recognising the IBM World Trade Corpn. as a company 
under sub-section (6) of Sec. 2 of the Income-tax Act, 1922, 
the name of the company was incorrectly typed as 'MIS. 
TBM World Trading Corporation' instead of "IBM World 



Trade Corporation". This typograpical error was corrected 
by a subsequent order dated 23rd May, 1953." 

During their examination of Paragraph 17(b) of the Reports of 
Comptroller & Auditor General for the year 1972-73, Union Govt. 
(Civil), Revenue Receipts, Vol. I1 Direct Taxes, the Public Accounts 
Committee (1974-75) was informed by the Department of Revenue 
& Insurance that "Copies of the applications made by the assessee 
(IBM) for being declared as a company are not readily available 
with the Board." 

6.105. The Committee desired to know what were the proposed 
activities of the company in India a% declared in its application. It 
has been stated in this connection that: 

"In its application the company had declared its proposed 
activities in India as under: 

'The company's business consists of rental and servicing of 
IBM electric punch card accounting machines, the sale 
and service of electric typewriters and I.D.R. Time Re- 
cording Devices." 

6.106. Asked whether at the time of recognising it as a company 
in 1953, for the purpose of the Income Tax Act, any conditions were 
imposed by Government. In a note, the Department of Revenue & 
Insurance have s b  ted: 

"No condition were imposed by the Government while recog- 
nising IBM World Trade Corporation as a company for the 
purpose of the Income-tax Act as the provisions of Section 
2(6) of the Income-tax Act, 1922 do not contemplate the 
imposition of any conditions." 

6.107. In reply to a question whether the activities of IBM in lndia 
could be strictly termed as 'manufacturing', a representative of the 
Department of Revenue and Insurance have stated in evidence: 

"The IT0 informs me that this question was gone into at the  
time of assessment; and the activities relating to the 
manufacture of punch cards and the reconditioning of 
machines were considered as manufacturing activity. Of 
course their main source of income is hiring. But that is 
not considered as a manufacturing activity for the purpose 
of Income-tax Act." . . -. - 



6.108. In a note on the subject subsequently hrnished to the Com- 
mittee, the Department of Revenue & Insurance have stated: 

"What constitutes, 'manufacturing' is a highly debatable issue. 
Various Courts have held that assembly of bus or truck 
chassis from parts imported in knocked-down condition, 
the process of converting boulders into small stones with. 
the aid of machinery, the process qf printing balance-sheets, 
dividend warrants, pamphlets etc. by a printing press and. 
that of refining crude oil are manufacturing processes. It 
is understood that the company was granted an industrial 
licence for commencing manufacturing activities in India 
by the Government and the company has been manufac- 
turing the following types of data processing machines in 
India from 1963 onwards: 

(a) Card punches 
(b)  Card Verifiers 
(c)  Printing card punches 
(d) Collators 
(e) Sorters 
( f )  Accounting Machines 
(g) Reproducing punches 
(h) Electronic Calculators 
( i )  Tape drives 
( j )  Printers. and 
(k )  Card data recorders. 

The company has also been subject to the levy of Central EX- 
cise duty on the items manufactued by it, wherever such 
duty is leviable. 

However, the entire issue whether the company's activities in India 
can be termed strictly 'manufacturing' will be examined in detail 
during the course of the re-assessment proceqiings for the year 
1967-68 and onwards." h 

6.109. The Committee desired to know on what items of machi- 
nery the IBM claimed development rebate and what were the items 
on which rebate was allowed by Income-tax Deptt. A representa- 
tive of the Deptt. of Revenue & Insurance stated during evidence: 

"The company claimed development rebate on data processing 
machines. The incometax ofilcer disallowed i t  on t h e  
ground that  they are ofRce appliances and, therefore, deve- 
lopment rebate is not permissible in respect thereol" 



6.110. In reply to a question whether rebate was claimed on the 
machines let out on hire to various Government Departments, the 
witness replied: 

"Yes, Sir. The claim was in the reference tx machines hired 
out also, but we did not allow it." 

6.111. The Committee pointed out that development rebate was 
available only in respect of new machines and asked why such re- 
bate was allowed on the imported "AS IS" machines which had been 
reconditioned and refurnished only in India. A representative of 
the Department of Revenue & Insurance stated: 

"It is true that the first premise in the law is that development 
rebate is permissible only on new machinery. But, we have 
specific provisions in our law. Section 33(IA) permits 
grant of development rebate on second hand machinery 
under certain circumstances and those conditions are: (1) 
such machinery or plant was not used in India at  any time 
previous to the date of such installation." 

6.112. The details of the development rebate claimed on machines 
let out on hire to various parties including Government Departments 
as furnished by the Department of Revenue & Insurance are given 
below: 

Asseisment Year Amount (K,.) 



Depreciation 

6.113. The amounts claimed as 'depreciation' by I.B.M. in the 
assessment years 1965-66 to 1975-76 and the amounts allowed by the 
income tax department during the respective years, as intimated by 
the Degartment of Revenue & Insurance are given below: 

.- 
Assessment Year Amount Amount 

C1 Jqed allowed 

1974-75 . . 1,12,&,922 Asstt. rot yet 
completed. 

1975-76 . . . . . . r,32,59,@0 Do. 

6.114. The Committee asked what checks are exercised by the 
income tax officers to ensure that claims towards depreciation are 
genuine and not inflated. A representative of the Department of 
Revenue & Insurance stated in evidence: 

"Regarding the claim of depreciation, there are four pomts. 
One is the actual cost of the machinery, the other is the 
prescribed rate, the third is the prescribed particulars to 
be furnished and the fourth is whether it is used for the 
purpose of the business". 

6.115. In a note subsequently furnished to the Committee, it has 
been stated: 

"Under the Income-tax Bules, depreciation is allowed on various 
assets used in the business (other than ships) at fixed pres- 
cribed rates on their written down values. Therefore, 
apart from ascertaining the original cost of any plant or 
machinery at the time of instalIation and applying the 
prescribed rates and verifying whether the plant or ma- 



chinery was used for the purposes 05 business during the 
reIevant year, no other checks are necessary to ensure 
that depreciation claimed is genuine and not inflated. The 
Ministry is satisfied wth the adequacy of the scrutiny a t  
present being exercised in this regard." 

6.116. In view of the fact that IBM had, in the past, imported 
Data Processing equipment on 'As Is' basis and made them available 
to its customer after some refurbishing, the Committee were given to 
understand that a large number of machines having no book value 
were in circulation, earning machine rentals at exorbitant, fixed 
rates. The Committee asked whether any attempt was being made 
by the Income-tax authorities. before allowing depreciation on such 
machines, to throughly scrutinise such claims so as to establish their 
genuineness. In a note, the Department of Revenue & Insurance 
have stated: 

"In view of the fact that for Income-tax purpose depreciation 
is allowed on the basis of written down values cf assets, 
the question of allowing depreciation on assets having no 
book value does not arise. However, Department also 
exercises a check that the total depreciation allowed on 
any item of plant and machinery does not exceed its nrigi- 
nal cost." 

6.117. me Committee pointed out that while IBM recovers depre- 
ciation in respect of some of the machines based on a 4 year life. 
such machines really last for years and years. If this is so, has not 
there been an excess claim on acco,unt of depreciation by IBM there- 
by reducing its taxable profits in some years. In this connection. 
thk Department of Revenue and Insurance have stated: 

"It is understood that the company is writing off depreciation 
in its books of account on straightline method, based on 
the life of certain machines a t  4 years and certain others 
at 6 years and so on. But irrespective of the amount of 
depreciation charged in the books of the company, for 
Income-tax purposes allowance towards k7reciation is 
strictly governed by the Income-tax Rules. By charging 
excess depreciation in the b w ~ s  of accounts the taxable 
profits are not affected." . .. ., - -  - -- 

Tax credit Certiftcates 

6.118. The Comnitttee desired to know whether the company was 
given any tax credit certificate under section 280(z) (b) on thr 



ground that it was manufacturing and producing items included in 
the First Schedule of the Industries Development Act. The Com- 
mittee also asked what was the total of the tax credit certificates 
issued during the past ten years and for which manufacturing priority 
item in the First Schedule. In a note, the Department of Revenue 
and Insurance have stated: 

"The company was granted provisional tax credit certificates 
uls 280(z) (b) accepting its claim that it was manufactur- 
ing electronic equipment in India falling under item No. 
5(8) of the First Schedule to  the Industries (Development 
Regulations) Act, 1951. Details of tax credit certificates 
given to the company are given below: 

Credit Tax Certiflcate No. 
Assessment year Order AmoWt of and date 

dated Tax Credit 

1967-68 . . 22-12-1971 3,02,085 000499/024914 dt. 22-12-71 

1968-69 . . 22-12-1971 6,23,082 000499/024913 dt. 22-12-71. 

1970-71 . 22-12-1971 15,75,382 0004991oq91 r d t .  22-12-71. 

6.119. To a question whether tax credit certificates were 
issued in respect of income arising from the rentals of the machines, 
the Department of Revenue and Insurance have replied: 

"In issuing tax credit certificates the income arising from 
rentals of machines were also taken into consideration. 

The assessments for the years 1967-68 to 1970-71 for which tax 
credit certificates have been provisionally issued are being 
reopened ujs 147(a) and the correct amount of tax credit 
certificate admissible will be finally determined during the 
course of the reassessment proceedings." 

Head Ofice expenses 

6.120. In regard to the procedure followed in the income-tax 
department for the assessment of Head Office expenses, the Chair- 
man, Central Board of Direct Taxes informed the Committee during 
evidence: 

"In making assessment, head oface expenditure is also one of 
the items of expenditure that may be claimed and allowed 



to an assessee. When the head office expenses are claimed, 
the Income-tax W c e r  scrutinises the claim and, after 
satisfying himself what amount should be allowed, allows 
such amount as head office expenses. Later on a certifi- 
cate is given to the Reserve Bank that this amount has 
allowed as head office expenses in computing the income 
of the company." 

He added: 

"Head office expenses comprise of various items. The income- 
tax officer goes through these items to see whether they 
are attributable to the business carried on in India. After 
he satisfies himself in respect of each item, he allows the 
expenditure." 

6.121. The Committee enquired whether the figures regarding the 
total head office expenses of a foreign company were made available 
to the income tax authorities and what was the basis for apportion- 
ing these expenses to the Indian Branches. The Chairman, Central 
Board of Direct Taxes stated: 

"We do no apportion. They claim certain head office expendi- 
ture. We ask them what it is comprised of, and then the 
income tax officer goes through those items to satisfy him- 
self. about the admissibility of the claim." 

He further explained: 

"The general formula for allocation of Head office expenses in 
this case is the propo~tion that the Indian receipts bear in 
relation to the total world receipts." 

6.122. Asked whether IBM was furnishing details of their total 
world head office expenses. the Chairman, Central Board of Direct 
Taxes stated: 

"Previously, they were not doing so. Actually we have start- 
ed asking them to produce the books of accounts of the 
head ofice. We did i t  in the case of Grindlays Bank. In the 
case of IBM also we have asked them to produce the  
accounts of Head OfRce." 



6.123. In reply to a question whether the firm has actually pro- 
duced their Head office accounts, the witness replied: 

"Actually we have started asking for this information only re- 
cently and they have started giving it." 

6.124. On being asked as to, how the Head Office expenses were 
determined prior to the procedure now being adopted, the witness 
stated: 

"The question of head office expenditure was being examined 
earlier, but not to the extent to which it should have been." 

He added: 

"I am told that they were furnishing an auditors' certificate 
which was accepted." 

6.125. In this context the Director, Receipt Audit informed the 
Committee: 

"What the Chairman of the Central Board said is largely cor- 
rect. Upto the date this Committee was seized c ~ f  the pro- 
blem while discussing the National and Grindlays Bank, 
a kind of practice had been developed by which the De- 
partment has been accepting the auditor's certificate re- 
garding the head office expenses or other breakup. This 
has been brought out in the Annexure to the Report on the 
National and Grindlays Bank submitted to the Committee, 
and there is a note by the Deputy Secretary of the Minis- 
try of Finance giving completely what has been kappen- 
ing in regard to all such foreign concerns. But the law is 
not totally helpless in this regard. In the case of a non- 
resident company or a non-resident concern, Rule 10 of the 
Income-tax Rules provides that the Income-tax Officer can 
estimate the Indian income with reference to the total 
world receipts, to put it very broadly. That means that he 
has to go into the details. For that purpose he can certain- 
ly summon all that is required, the total world balance 
sheet, the total world profit and lcss account etc. Certain- 
ly the Act gives him power which now they are exercising 
to look into and locate what exactly the expenditure re- 
latable to this country is. Not only that, whether any 
income which is deemed to accrue or arise in India can be 
determined by the Income-tax Department. That js more 
important than the expenditure itself." 



6.126. The details of the remittances allowed by the Reserve Bank 
of India to IBM on account of Head OfRce expenses are given below: 

Period to which the 
remittance relates Amount Date of Date of remittance 

B earended fxst $ approval 
ecembtr) 

December 1968 

December 9, 1969 

Dectmbr 29, 1970 

November 26, 1971 

6.127. The Reserve Bank of India have also intimated that: 

"In December, 1974, the President of the campany in USA ad- 
vised us that during the years 1966 to 1970 they had charg- 
ed the Indian branch head office expenses in excess by 
US $ 450,498 due to misinterpretation of the formula adopt- 
ed and that had this amount been routed through their 
Profit and Loss Account they would have had to pay US 
$ 338,922 by way af additional taxes on the excess amount 
and the balance of US $ 11 1,576 only would have been ad- 
missible as remittable profit. Accordingly they have re- 
patriated to India US $ 338,992 on 20th December, 1974. 
They had also stated that for the year 1971 and 1972 also 
the  amount payable by the Indian branch has to be revised. 
Accordingly the company had advised that they would 
submit a fresh application fm remittance of Head Office 
expenses for 1971 for a reduced amount. Amount of Head 

.. Office expenses for 1971 was revised by the company from 
$ 998,837 to $ 850,622 and the company filed a fresh appli- 

, .ration for this amount to New Delhi office an 7th March, 



* Ism. New DeEhi Oface h m  been advised to deal with 
this application in terms of current instnrctions, effective 
from the 3rd May, 1975 according to which cinly the to* 
current surplus of the Indian branch (Indian income I* 
Indian expenses without any allowance for Head Office 
expenses) after deduction of tax amount of surplus C 
 emitt table. The company have also reportedly filed fresh! 
income-tax returns for the accounting years 1966 to 1972 
(assessment years 1967-68 to  1973-74) and have reportedly 
paid Rs. 46,29,148 on 22nd November, 1974 as additional 
tax." 

6.128. The Committee desired to know the methodology adopted 
by the Reserve Bank of India to ensure that the remittance allowed 
by the Bank on account of Head Office expenses and profits etc. were 
in accordance with the rules on the subject. A representative of the 
Reserve Bank stated in evidence: 

"Coming to the Head Oflice expenses and the methodology 
about remiittances, I want to explain a little for your in- 
formation. These remittances are allowed by us on the 
basis of the income-tax officers' certificate.; that the 
amounts were being admitted by them as dedwtable ex- 
penses in the assessments for the relevant years, which 
were in the process of completion. This is because t h e  
assessments by the income-tax department take time. So, 
at the time the application is submitted to us, we have not 
.on our hand the final asses~ment order an the subject. So, 
we had allowed these remittances on the bass  cf incorne- 
tax officers' certificates that they are smounts tdmitted by 
the income-tax department." 

G.129. The Committee enquired whether any attempt had been 
made by the Reserve Bank to review the adequacy of the existing 
procedure, so as to take necessary remedial measures for plugging 
the loopholes that may esist. The witness stated: 

"So far as head office espenses are concerned, the procedure of 
the certificate of the Income-tax Department has since been 
changed and we are to allow it on the basis of fin:ll assess- 
ment order of the Income-tax Department. We have cir- 
culated instructions to our branches not tc allow any head 
office expenses to any foreign company or bank without 
seeing the final assessment order of the Income-tax De 
partment." 

a9XLS-18 



6.130. Asked why the Reserve Bank was dependent on the incoma 
tax authorities for the determination of the quantum of head office 
expenses and why was it not playing a more positive role in this field, 
the Deputy Governor of the Reserve Bank stated: 

"We may not have the expertise in these matters. I t  is like any 
other expenditure. The Central IEoard of Direct Taxes 
alone can decide that." 

6.131. In this context a representative of the Department of 
Ecoslomic Affairs stated during evidence: 

"Sir, the Department of Ec+~rir,niic Airairs has been rcviowing 
the policy from time to lime abcrut the h e x i  oi1ice es- 
pmses. It  h~ i s  br.=.n ~lrle h s i c  policy th;t izhaiever is 
rcmittablc legiiily should bc ~llu\\.c,; to Lc rci i~i~tecl .  The 
Reserve Bank of Iudia's ~ i * 2 n .  is that aft:r a t n s  is ass:: :.:cd 
and is paid whatevcr zmoun; is allonred as protit tha t  
should be allowed 10 i. c remitted. And n.h:~tc;-er t h e  
Incame-tax r \u~l~,r i ;y  cic:idcs as legal aiiil lc;;it.l:!atc es -  
penses on account u i  the head  o212e cs])c:lsej - h ; ~ ~ ; l d  be  
allo~vecl to be remitted. Th,s is broadly I11c biisic 1)olic.y 
but there has b w n  a chmge in the procedure recently. 
Earlier they lvere going by the a~idii.ur's certificate. The 
lztest procedure is t ha t  no headofice exponscs are to be 
allowed to be remitted as such. Only the profits after 
payment of tase; are allon-ed to he remiticd. But. after 
the assessment, if there is a refund on account of legiti- 
mate expenses, like head office espenses, for instance, then 
that will be allowed to be remitted. Really substantively 
there has been not much change. It is only a change in 
procedure." 

6.132. Referring to the question of repatriation of profits by 
foreign firm.; in the form of head office expenses or dividend o r  
profits as such, the Committee drew attention to the practice follow- 
ed in some countries like Afghanistan, Brazil, Vietnam and Guinea 
where a statutory ceiling had been imposed on the quantum of these 
remittances. The Deputy Governor. Reyeme Bank of India stated 
in this connection: 

''The question whether remittance of profit should be restric- 
ted to a particular figure is a matter of Government policy 
and the Government policy as enunciated on several occa- 
sions is that all current proflts will be allowed to be re- 
mitted, There is no ceiling a3 far as I know." 



He added: 

"The question of policy of remittance of pmfits is one for 
Government and I do not think Reserve Bank has any 
voice in it." 

6.133. The Committee asked whether the question of imposing 
restrictions on the repatriation of profits etc. has ever been consi- 
dered by Government. A representative of the Department of Econo- 
mic M a i r s  stated: 

"There are two part? of this question-one is the dcsira5i5ty 
of imposiry rrstrictions and 15e other is obligations. AS 
re;;arc!s t h r  dc:dra!~ility n s l w c t  th:s cju2-t~on has hem 
esaminc:l from tirnc to time. Elyen on thc  last occasion 
when t h e  Forcicn Eschanq-1  Regu1n:i~n Act  ivas framed 
and pnsscd after which pide!incs Ivcrt? prep~rc1:I unl:er 
S r c t i * ~ n  29 this qucs:i*.m c.2;  cor:s'dcrcd. It w a s  tFi?l:sht 
that i f  thcsc arc rc-irictoA and  t h n  forci;;n companies are 
all~rvwl to  rctnin thc.r  ~ r r f i l s  in Tnr?in, the  chances are 
that these retnincd profits will p o w  a t  2 much f;:st~- r?:e 
than n 7 c x  would l i k ~  them to grow. As a resclt thereof 
the foreign li:tbi?i;ics of India n.o::ld grols. much more 
than the case if nTc allon- this rnoncy to 7 3  ahroad. This 
is thc reaso.1 ~ v h y  wc discourace the acquisition of pro- 
perty al!w by them. If with this money the\' acquire pro- 
perty thc property will appreciate and fin311v whotever 
will be remittable will become a far bigger amount." 

He added: 

"Government has all along been aware of the fact that there 
is need to do something regarding this matter and that 
is why we are trying to tackle it rmt by imposing restric- 
tions on these remittances but by statutorily compelling 
these companies to reduce the foreign equity to 40 per cent 
etc. as laid down in the guidelines. Head office expenses 
are being tackled not by refusing to allow current trans- 
fers of legitimately allowable expenditure, but by forcing 
the branches to convert themselves into Indian com- 
panies so that this problcm will disappear in futurc. As 
soon as they become Indian companies, the quejtion of 
head ofRce expenses will immediately disappear. This 
b the manner in which this question is being tackled." 



6.134. On being asked whether the conditions imposed by the 
International Monetary k\nd on the Member States in regard ta 
the rights of the Membew b impose restrictions on  the  making d 
payments and transfers for current international transactions, wern 
inhibiting the Government f m m  taking any step in this direction, 
the  witness stated: 

"As I explained, there are two parts of the question. The 
basic part is that  of desirability of imposing such restric- 
tions. That is why, as I explained, a t  the time when the 
FERA guidelines were on, which was the last occasion 
when i t  was e x a m i n d ,  i t  was found that  it was not a 
desirable thing to impose these restrictions. The question 
of going to the IMF would have arisen thereafter if the 
restrictions had been decided upon. So far a s  IMF Is 
concerned, as you have rightly said, Sir, without the  
f i n d ' s  approval, these restrictions on current transfers 
cannot take place. But, with the approval of the Fund, 
they can take place. Meanwhile, at the time of making 
certain drawings from the Fund, we have taken upon us 
certain obligations not to increase the restrictiveness ot 
our system. But, this is not the maln reason for which 
we have said that there should not be any restrictions. The 
present policy is based on merits" 

He added: 

"So fa r  as the .4rticles of the E'u~id are concerned, this 1s prac- 
tically the p o s ~ t ~ o n .  But, while ~naking drawings from the  
IMF, there were certain aqre2ments entered into under 
which we had said that we u7ould not increase the re& 
trictiveness That po ltion changes from time tm time. 
When we make drawings, we repay them and that is over. 
The basic posi~ion is that, as I have said, on policy grounds, 
this matter has bean reviewed and Government has come 
to the uanclu4on that it is not a desirable thinq to impose 
such restrictions " 

6.135. The Committee desired to know whclher Gwernment  have 
made any study of the practice; followed in other developing coun- 
trios in regard to repatriation of profits to foreign countries. The 
representative of the Department of Economic Affairs stated: 

"T! c reitricti*ms vary from country to country. Every year 
w e  generally see what are the changes that are brought 



about. What happens is that  some countries sometime 
add to existing restrictions but at the same time the) 
give some more incentives; they may place restrictions 
or  repatriations of dividends of certain companies but side 
by side, they sometimes say that for the first five years 
there would be no taxes a t  all." 

6.136. In  this context the Secre taq ,  Department of Expenditure 
&td: 

"I t h n k ,  there is some confusion b e t w ~ e n  the exchange res- 
trictions and for  the laws of the country which regulate 
the amounts of foreign exchange that can bc. paid under 
these various heads. We have, of course, in the 3Iinistry 
the informat~on of both kinds. I would submit that our 
laws on royalties and the rest have been well-tholight out 
and evolved over a much longer period of time than what  
most of the countries you have mentioned have done. I n  
many international forums, other countries have acceptec! 
our formulations and have adopted them rather than 0~1'. 
having tv learn from a country like Columbia or  w h i c t  
ever else may be about re&qlating royalty and other pa:, - 
ments." 

6.137. In response to a question, the representative of the Depart- 
ment of Economic AfFairs stated: 

"Our tax rates are quite high. Actually, nett of taxei if you 
compare the rates of return-as the Chief Cost Accounts 
Officer will bear out-they are not that high even in the  
case of IBM as compared to their operations else where 
in the world. But that is not the  main point. The answer 
to your question, Sir, is that we are trying to tackle it by 
(a) converting these branches into Indian companie., (b) 
by forcing the foreign companies to reduce their equity 
to  40 per cent and so, so that the  profits to be repatriated 
will not be a v e T  large amount because it  will onlv be 
related to 40 per cent of the equity." 

8.138. In  reply to a question whether any serious exercise i! 
wgard to this matter of repatriation of profits made bv foreign firm 
preliminary to anv decision in  this regard. was being done, the 
witness replied : 

"So far as our own policy is concerned, this matter has very 
recently been considered by the Government a t  the high- 



est level and we have again come to the conclusion tha t  
we should not place any restrictions on repatriation of 
current income after payn~ent of taxes." 

6.139. A note furnished by the r)ep:wt:ncnt of Economic Affairs 
on the Gov2rnment's pol~cy in regard to rwLri:iions on repatriation 
01 profits by b re iqn  companies i; rcproduced in Appendix X. 

Dez~elopinent Rebate Reserve 

6.140. Apart from tho remi:tai~c.es o!' Head 0 ' ' i c . c .  evpenses 
allowed to IBM, the Reserve Bank  have  ~ n f o r m d  that t::c following 
remittances on a?:ount nf ~1.051,  ~111~1 d ~ > l  t :~i)i:le~lt i k b a t e  E C S C ~ V ~ S  
have also been ~ l l o w e d  in the  case of IE51: 

6.141. During evidence the Deputy Governor of Reserve Bank 
stated: 

"We have a lhwed  repatriation of 4 lakhs 98 thousand which 
represented the d;velopm%t rebate. I t  was derreczed 
after a p e r i d  of 8 years according to Income-tax rules. ." 
The  Income Tax Department do not allow them to u;e 
the  provision made for development rebate for a period 
of 8 years. They have to ke?p it either for capital ex- 
penditure o r  some other approved expenditure. After that  
period, they were allowed to take it as a part of profit and 
could declare dividend out of that." 



6.142. Explaining the  provisions of the IncomeXax Law in so f a r  
as development rebate is concerned, a representative of the Depart- 
ment  of Revenue & Insurance stated during evidence: 

"Under Section 34 of the Income~fax Law, the deduction on 
account of development rebate is to be allowed subject 
to the condition that the developmen: r e b ~ t e  reserve is 
utilised during a period of eight years for busincss pur- 
poses other than ( i )  for distribution by way of devidend 
or  profits, and (ii) for remi'.tance outside India as profits 
or  for the creation of any assets outside India." 

6.143. On being pointed out that the development rebate reserve 
could be used in buslncss and .;lot repa'riated as ZBnI have done, 
the w i i n e s  stated: 

"Upto eight years, 'hey must employ this in the course of 
their business. After t h t  they mr?V remit i t  from the  
i:icomt.-i:!x ; ! ; ~ l c .  tlierc is no ohjcctlon if it is renit tej .  
after eight years." 

6.144. In this connection the Director, Receipt Audit stated during 
evidence: 

"When the development rebate system was introduced in  
1954 or so, the idea was to give incen'ive to  develop in- 
dustries in India. You were allowed to build-up a re- 
serve, and that reserve should be kept in tact. The idea 
is not to fritter i: away by way of dividends or  repa- 
triation outside. To keep it for eight years and then to  
allow a foreign company to take i t  away and to do 
nothing for development of industry, that  would seem 
to be against the basic philosophy." 

6.145. The  Committee enquired whether i,: was not  a wrong 
policy to permit a company like IBM to wait for a pericd of 8 years 
and then repatriate the amount which should have been utilised 
for purposes of developmen: work in this country. The Deputy 
Governor of the Reserve Bank stated: 

"So far as I understand, this development rebate is rrcnte3 
by an appropriation from profits. When it  is defrcezed, 
it goes back to ,the profits and since profits are repatris- 
table it was allowed. I may also mention that in each 
case, we had a 'no objection certificate' of the Income- 
t ax  DepartmenC". 



6.146. The ComPnittee fhd  from an analysis d the opemtina 
revenues of IBM & ICL that machine rentals have been the pria- 
cipal sources of the& revenues in India. In the case of IBM, the  
percentage of machine rentals to the total operating revenues 
ranged from 53.39 in 1974 (Rs. 12.57 crores) to 61.10 in 1969 
(&. 6.12 crores). So far as ICL is concerned, the percentage of 
machine rentals to their total income in 1975 was 63.25 (Rs. 4.91 
crores), and that for 1974 stood at 59.12 (Rs. 4.97 crorcs). Further 
major item in the revenues of thcse companies is the charges an 
account of data processing. About 9 per cent of the total income 
of IBM in 1974 was derived from this source. 

6.147. The Conimittce have e!sewherc in this report commented 
on the thoughtless manner in which the machines were taken at 
exorbitant rent by Government departments and other users. It  
is strange that Government took no steps to ensure tlwt machines 
which had been largely brought in on what is called 'As is' basis 
and being of negligible value had to be somewhat refurbished 
could at least be acquired by the users aC reasonably lowered prices 
or were hired on commensurate rentals. The Committee feel that 
if this elementary care had beem taken and the rentals fixed on a 
rational basis after taking into account the import price, the esti- 
mated cost of refurbishing, the life of the machine (with particular 
reference to the depreciation claimed from Income-tax authorities) 
and also the fact of reasonable charges having to be made for 
spares and maintenance, Government Departments would hove 
been able to save large amounts of money. 

6.148. As noted earlier, one of the chief items of busmess which 
provides substantial revenue and profit to the multil-nationals com- 
prises the provision a t  a price of data processing facilities. I t  seems 
now entirely within the technological competence of the Depart- 
ment of Electronics to set up the common computer and datn pro- 
cessing facilities to meet the cumtry', requirement. The Committee 
have elsewhere in the repart stressed the need for a time-bound 
programme to  set up these centres in metropolitan and other key 
regional cities. Such facilities should be such as not only to meet 
the users' present requirements but also anticipate the steadily 
gmmhg sophistication in information systems. The Committea 
wish that the Department of Electronics set up these facilities with- 
aat delay and in a satisfactory manner, thus obviating any further 
nuson for the foreign companies to function in this area. 

6.149. The Committee note h m  a recent study that the tobat 
d o w  of foreign exchnnge as a result of IBM operaHom fn IndSP 



works out to about Ra 10.83 crores during the period 1969 to J974. 
At a lesser level, the total outfiow of foreign exchange on account 
of ICL's operations in India comes to a h t  Rs. 9.58 lakhs during 
Lhe geriod 1972-73 to 1974-75. 

6.150. The Committee cannot appreciate the rationale hehind the 
decision to allow IBM and ICL an import entitlement to the tune 
of 85 per rent of the value of their export earning\. Thk concacsion 
has enabled these companie; to bring in at negligib!~ cost machines 
which had been outmoded in advanced countlries on 'As Is' basis 
and then to rent them out at exorbitant rates to the users here, 
includinq Government Departments. This facility has also enabled 
the multi-nationals to import punch-card systems ant1 unit-record 
machincs and such other items. which are obsolete elsewhere but 
could. still be palmed off to gullible Indian u.ers at a higil margin 
of profit. Apart from the sharp practice involved, such transactions 
bring in outmoded. largely superfluous and yct expensive techno- 
logy which, in effect. retard o w  own advance. 

6.151. The Committee see no reason why Government fell f u r  
such a peculiar package arrangement as has just been referred to. 
In dl prudence the details and value of machinery and parts re- 
quired for turning out export products should have been smut& 
nised at some depth. It was all the more necessary to ensure that 
the niachinery and parts imported for the internal market truly 
conformed to the Government's thinking and policy on computers 
and that the equipment so imported was best suited to the techno- 
logical requirements of the country. In any case, Government 
should have taken pains to see that there was a co-relation between 
the cost at which the goods were imported and a t  which they were 
made available to the end users including Government Depart- 
ments, in order to prevent all scope for defrauding the public and 
the exchequer by dexterious manipulations. The Committee would 
like to recall in this context the views put forward by the Secre- 
tary, Electronics Commission, during the course of evidence before 
tbe Committee: 

W e  are clearly of the view if tbere is to be any meaningful 
role of the aperattbns of IBM in regard to 100 pe*ent 
export programme, it has to be as in the case of other 
export promotfons where no such preferential account is 
built up. Foreign exchange earn- come in the country 
and bmme part of the Mserves and imp& operadons 



are undertaken based on the kind of product, to be im- 
ported, their prices and implicatims for the local pro= 
gnammes". 

6.152. The Committee would like Government to ensure that in 
any transaction with mnlti-nationals and fore'gn companies in ronr- 
puters etc. care should be talcen to prevent a net ou:flow of foreign 
exchange; that the import requirements for csport, nlan~rfacture 
are treated distinctly from those for the in iernd requirement of 
the country; and that a strict watch is kept on then quidity, quantity 
and price of goods and their re1ationsh:p to tlrc requirrnlents of the 
intcrnal market and the price charged from the cntl user. 

G 153 The Committee note that the ICL follow diKcr?nt ronvrr- 
siori factors in the lnntler of transfcr of machine\ 311~1 ~ q u i j ~ i n e ~ ~ t  
from the parrnt foreign coinpany to th,- 1nLI~.~i l  1w rnr !l:  tijc I ale 
r a n ~ i n ~ ,  for som? eutmo~dinary re-rson, from L l=ILs. S ': lo C I  2 5 .  

19.23. This must be n e!e\cr mechiniqm which m ~ r - t  b- fnl'y 
probed bj Government ant1 ac:;on trrL-n arcor , l~~~: iv ,  sir t !u t  ::I1 
detriment to the country's interests can be avoided. 

6.151. The only teitahle ex-us? for thc import or 'As I:'  machine^ 
could be t h i r  suitability, at compciiii\cb cost. to the  Ir,crs at a 
par ticular stage of devclqment.  The fact\ as pointcil out in 
Chapter III and earlier in the Committee's 127th Rcport on the use 
of computers for the Railways, indicate clearly that thc hire charges 
were exorbitant and bore hardly ally relationship to thc nomi!lal 
cost at which these 'As Is' machines were imported as "hulks" and 
refurbished after arrival. The only valid criterion for pcrmi'\ting 
such imports would be whether these had been m s d e  availatl e a t  
economic or reduced rates to the end-users. The answer to this 
query can be only in the negative. The Committee regret to find 
that Government never exerted itself through its various specia- 
lised and also knowledgeable agenries like the D e p a r h e n t s  of 
Electronics, Railways, Economic Anairs and Industries to examine 
the issue in an integrated manner and even to ensure that an orga- 
nisation like IBM did not use ?he nascent market of India as a 
dumping ground for its outmoded machines by dint of high-pressure 
salesmanship. The Committee would like Government to at least 
learn a lesson from this harsh expericnre. Such ylPk3cc deals n s  
have made i t  poss;ble for IBM to dump in India what was largely 
junk, that is, machinery and gadgets which had hardly any market 
elsewhere im the world and yet to earn excessively high profits 
without making any substantial or significant contribution towards 
India's attainment of self-reliance in critical areas of computers, 
must no longer be tolerated in thm corntry. 



6.155. The Committee learn that the Elect'ronics Commission 
had made a review of the activ2ies of the IBM an8 ICL as far  back 
as 1971 and had come to  the conclusion that "as foreign controlled 
companies, the activit'es of IBM and 1CL should be so re-oriented 
that they are concentrated either in heavily expart-oriented prac 
ductfon programme of both hardware and sof.ware andlor in domes- 
tic mmufacturing activities invo!ving production on the hasis of 
advanced technology on fully conte~nporarv computer equipment 
which fulfils genuine nakional needs." The Committee note that  the  
matter has been sought to be followed up since by  the Department 
of Electronics, the Department of Economic Affairs and the reserve 
Bank. In  a communicaiion sent 7137 the k x m e  Bank to the IBM in 
November, 1975, it was stressed that: 

(i) The Indian branch of IBM shall he converted into an 
Indian company, with a non-resident interest in the 
equity cap'.al not escrcding 40 per cent, within a period 
of 2(two) years from the date of receipt of psrn~ission 
under Section 29(2)(a) read with Section 29(2)(c) of the 
Act. 

(ii) The n lan i~fac tu r in~  act;vitieq of the company shdl be for 
such capacity as is approvcd/rccognised by the appro- 
priate authority as o n  2lct December, 1973. subject to such 
additions or  modifications as permitted upto that date by 
the press notes and notifications issued by the Govern- 
ment of India under the provisions of the Industries 
(Development & Regulation) Act; 1951. 

(iii) The branch shall not expand its business activities beyond 
the level existing on 31st Decembclr 1973 or undertake 
any new trading, commercial, industrial activity without 
the  prior approval of the Reserve Bank. Snch prior ap- 
proval will no!, be required in respect of export of goods 
manufactured by the branch 

(iv) IBM will submit to Government of India/Re~erve Bank of 
India, within a period of 3 months from the date of receipt 
of the Rank's approval under Section 29(2)(a) of the Act, 
proposals relating to the taking over of the assets and lia- 
bilities of the Indint1 Branch of IBM by the new 
Indian company to be floated for the taking over of the 
business of tho branch, along with an application far 
issue of shares by the  new company. 

6.156. The Committee understand that the position has not yet 
erystallised as the matter is still under discussion between IBM and 



the various Governmeaht departments concerned. The Committee, 
are however, positive that the provisions of the Foreign Exchange 
Begulation Act and the guidelina and directives issued thereunder 
should be strictly enforced and the spirit linderlying this basic 
national legislation must not b foiled. With the growth of our 
coinputer industry and the measures now happily b i n <  takcn to 
develop mini and midi computers, and the setti~lg up of the Com- 
puter Maintenance Corporation, it should hc pos.r'ble for us to be 
self-reliant except for too highly sophisticntcd area5 requiring 
largrr-sized computers. Thcrc can, thux. be no reasori (0 truckle 
down to the truculent p o i t l ~ i . ~ ~  of such fnrmid:th,e fortign firms 
like IBM. These observatiolls apply mutatis mutandis to ICL and 
its associate ICIRI. 

6.157 The Committee feel happy and fortifred in their \-icw. as 
they note the statement made hcforr t lmu by th,. spolte\mcn of the 
Electronics Department that "in case IRM tfecide that they \ V O L I ~ J  ::of 
really fall in line with the policies of the Government of Iirdia and 
if they decide to leave the country, we should not hr i n  any difficul- 
ty at all". He had added that "the Techno;ogical options that we 
see for this country-the manner in which computer indrr4ry should 
develop in this country are decidely not in line with the tccl~nologv 
policies of IBW. 

6.158. I t  is seen that the exports made by IBM consist mostly of 
unit record machines and punch card sys!kms, both of which are fast 
becoming obsolescent in the context of rapidly developing techno- 
logy. India has an abundance of ckilled manpower, and if IBM 
really meant to assist in the techndogical or industrial growth of 
this country, they could have had a more meaningful programme 
kr manufacture. They have made no effort, either to sub-contract 
their export requirements to indigenous units, help them with tech- 
nology and know-how and to secure a meaningful participation in 
export effort. Assistance from such quarters as IBM cannot, how- 
ever, be expected for such tasks as the development of a reqenrch and 
development programme which would truly facilitate the attainment 
of self-reliance and the upgrading cd our technology to an interna- 
tfonall competitive status. 

6.159. The Cornmittbe would insist that whatever proposals are 
pat forward by IBM or ICL in compliance with the directives issued 
by Government or the Reserve Bank of India in pur.suance of the 
Foreign Exchange Regulation Act, these would be scrutinised minu- 
k l y  by our awn experto well-versed in electronics, coding e t ~ .  So 
.r to make sure that IBM, ICL and other foreign companies cue 
sat permitted to circumvent the country's bws and that their rote. 



6.160. The Committee attach great importhnce to this matter d 
would like to be informed as soon as some tangible decisiom bvm 
been taken about IWM, ICL and other foreign corn- in the field 
of computer industry. They would,like to be satisfied thad the deeC- 
sions conform to the criteria hereinbefore indicated. 

6.161. In their 127th Report (5th Lok Sabha) on the Railways, tke 
Committee had pointed out that there was serious difference ir 
the prices shown by IBM for customs in import documents and those 
claimed by them from Railway administration. The Committee called 
for information about the purchase price paid by Government Depart- 
ments on items imported by IBM and ICL and the actual value of 
these articles declared to customs at the time of importadion by tbe 
suppliers. They regret to observe that the Central Board of Excise 
and Customs have not been able to furnish the information to t#e 
Committee. Certain excuses for this failure have been conveyed to 
the Committee, but t h q  are by no means satisfactory. In view of 
the apparently huge margin between the cost as shown in declam- 
tions to the Customs authorities and the cost as charged from users 
including Government Departments it is strange that Government 
could not collect the relevant information required by the Commit- 
tee. On their own admission. the Central Board of Excise and 
Customs had been aware af the fact that "the IBM havinz relation- 
ship with their foreign associates were in a better position to import 
such ''As Is" machines by under-invoicing them and charge high 
margin of profit by selling those machines in India." 711 spite of it, 
unfortunately, the customs authorities had not stirre.1 themselves 
to action in earlier years. If the differentials between the prices 
charged to the users and the prices shown in the customs document 
by IBM, as in the case of Railways is any indication, TBRI must have 
defrauded our customs revenue on a huge scale 

(i.lG2. A sumniary rec~pitulation will give some idea nt this de- 
frauding process. From 1 May 1962 to 25 August 1978 imports made 
by IBM had to be assr'ssed to c ~ s t o l ~ l s  duty on the basis of Inter- 
Company rill in^ Prices plus 73 per cent and the actun1.s of the 
freight, insurance and other charges. From 25 Au~uqt .  1973 it WQS 

found necessary to increase the 1o:ldiug to 350 per cent i l l  rt-prct of 
capital goods nlachinery and equipmcnt etr. imported by 1DM and 
for data processing eqiiiprnent loading was decided on ca5e to case 
basis. The position E n g  disconcerting, the Committee wanted to 
know the exact position and the rationale this imposition which 



was no doubt necessary to foil IBM's sharp practice. The Committee 
regret that things appear h be done in Customs on an ad hoc basis 
and there is no consistent principle behind assessment of customs 
duty on the imports of "AS IS" machines. Between 1956 to 1962 the 
customs duty was related to the rentals charged by the Company. 
Later on, certain other additions were made on account of the value 
of remittances made by the Company of their foreign profits and it 
was fixed at 73 per cent. After a subsequent review tlic 1)epnrtmcnt 
came to the conclusio~~ that higher custom duty should he charged 
but a final decision was taken only in December 1974 thnt ic; pcrhaps 
aftcr the Committee's Report on the Railways was prr\r*xter? to 
Parliament. Our Cu5toms adn~inislratio?~ sho~ild he ntn on a morc  
principled foundation and all effort5 in that direction mn\t I w  made 
forthwith. 

6.163. The Committee diwpproue of t h e  casual manncr in which 
this question of customs dutv was dcalt with by the Cn<fwn~;  aufl?n- 
r i t i e ,  particularly, in the earlier years. It i 3  niorc ~11rjl:.i4il1:: that 
although Customs Rules permitted fixation of pricrq f*ir. a \ ~ r ~ w ~ r ~ i t  
of cz~doms duty on the hasic; of thc domestic sellin<: prlrc in the: 
country of origin. Govcrnment did not resort to thk rille t i 11  p r c ~ u -  
mably the Audit/Comn~ittee pointed out Chc anpnrcnt ;~nomaly in 
the prices declared to the custams authorities and charpd  to thc 
Bailways etc. 

6.1M. The Committee find that while since August 1973 thc value 
of capital goods imported by the IBM is being dctermincd after load- 
ing the inter-company billing price by 3.50 per ccnt. in the case of 
data processing machines etc., the loading would be varied from 
machine to machine, depending upon what the price of that machine 
is in the country of export less 25 per cent, ridding to it, insuranco 
and freight. IBM has questioned the very basis of the order of load- 
ing of Inter-company prices by 350 per cent and gone up in appeal 
to the Appellate Collector. The Committee are informed that a 
settlement was reached with the company that judgement 
by the Appellate authority the customs duty would continua to be 
collected on the existing basis and that the company would pay the 
difterence retrospectively if the decision went aqainst it. The Com- 
mittee have also been informed that a guarantee rmd bond have been 
taken from !be cofnpany to this effect. Keeping in view the huge 
amounts involved and the importance of resolving uncertainty in the 
matter, the decision by the appellate authori tp should be expedited. 
Meanwhile, the Committee suggest that the form nnd amount involv- 
ed in the bond and the guarantee given by the IBM should be examin- 



ed by the experts in the  line in order to makc m r e  of i ts  adequacy 
and enforceability. 

6.165. The Committw are surprised that the yuestion of similarly 
loading the invoices of the other multi-nationais like ICI, and lCIiM 
for the import of machinery and data proce3sing equipment has not 
been finalised so far. The Committee stress that this should be done 
without delay. 

6.166. The Committee regret to note that it  has not been possihle 
for the Central Board of E x c i ~ ~ e  and Custom? to furnish to them de- 
tails of the total customs duty realised on all irnports b~ IBM and the 
total drawback paid to them during each of t?lu last 6 years on tho 
ground tha! the statistic5 in the Cuctorn~, IIOUSC are not maintnined 
importer or exporter-\.i isc hut on the ba4c of conimoditg dewription. 
The Con?rnittec do v o t  coniidcr t ! ~ i \  to he a sati.lactory explanation 
beca~l\e there arc not many impwtcrs of d a t , ~  processing equipment. 
Even with commotlitv-wi\p figures it .;houId I ? ; , \ ( .  hcen 130s-ihlc for 
the  Cwtams arrthoritir, to furni,h \r ith some cffq,rt information about 
the d ra~hac l iq  pnid to the In31 becnusc ;icc.ordi.tf: to thl C~r~torns  au- 
thorities tlicm~clvcs. ICM exported o d y  2 types of ~ n a c h h c , ,  namely, 
029 and 129. 

6.167. The Committee arc also unhappy about the manncr of pay- 
ment of drawback to these firms. Proccduro regarding the deter- 
mination of drawback aniount envisaged ~erification of the fact that 
the customs duty had been paid on certain con>poncnts which went 
into the manufacturing process.  he Customs authorities claimed 
that they were doing this verification. But Audit had questioned this 
claim on the ground that once the component is put in a machine i t  
is difficult to identify. The field officers of the Audit Party had 
themselves tried to identify the components going into the mandac-  
iure, hut they were unable to do so. As a rclsult the customs authori- 
ties had resorted to  a cut of 30 per cent of the drawback claimed, as 
a rule of thumb. The Board of Excise and Customs had themselves 
admitted that as a result of the intervention of Audit they had to  re- 
examine the rate of drawback admissible to  the  IBM and as a result 
RQ. 33,32,560 which was sanctioned. has since been withheld. This 
goes to prove that the earlier claim of the Customs Department that  
only due amount was being paid to  the IBRI as drawback was not 
correct. In  the absence of physical verification oE the duty paid com- 
ponents going into manufacture, it was learnt that the Customs 
authorities were depending on the  certificate of the exporter which 
was admissible under Rule 11 of the Customs Ralcs. The Committee 
f e d  that the  amount of Rs. 33.32 1akh.q due from IBM on the ground 



.of e x c m  payment of drawback is not a small amount aud 
ment &add redew thoroughly the entire basis and the modalltia 
followed in determining and paying drawback so as to recover the 
over-payments made to both IBM and ICL on this account. 

6.168. An interesting facet of this problem which came to the 
notice of the Committee was that IBM was allowed to import ca+ 
tain items on payment of import duty and oertai; others under 
bond. Only recently IBM had ben given option either to use wholly 
duty-paid components or bonded components in their manufacturing 
process. Since the items imported on payment of duty as well as 
those imported on bond are likely to be used in the same machine, 
the Committee feel that tbe Customs authorities should segregate 
them and ensure that the duty is correctly levied and paid and draw- 
back is also correctly given. 

6.169. IBM hires its machines to customers on tlm basis of one time 
installation charges It  has been clarified hy the Board of E x c h  
and Customs that for purposes of levy of excise duty they evaluated 
the various types of computers and Data processing machines on the 
basis of list price of such machines plus "one-time installation 
charges". The Excise authorities also loaded the prices declared by 
IBM by 73 per cent on the analogs of custolns. Brit this has been 
appealed against by LBM. The Committee feel that the determina- 
tion of the value of the products of the company should he carefully 
re-examined by Government so that the correct value for levy of 
excise duty is determin.ed and the excise drily legitimately due i s  
realised. 

6.170. In viaw of the fact that in  respect of "AS IS" programme 
the contributioa of IBRI is only to refurbish thc obsolete machines 
imported by them from abroad, it is a moot point whcther this should 
be treated as a 'manufacturing' activity for purposcs of claiming tax- 
credit certificate and other benefits under the income-tax Act The 
Department of Electronics were prepared to Ireat "AS IS" as an as- 
sembly programme. The Department of Eleciro~liov as pointed out  
earlier in this Report, had cast douht about calling tllem nr "getiuinc 
manufacturing activity". Antoher wing of the C w e ~  11n1cn1, vlz., the 
Income-tax Department, had also questioned this definition and had 
informed the Committee that 'the enfire issue ~ h e t h o r  the compalry's 
activities in India call he treated strictly as "n~anulucturing" will be 
examined in detail during the course of the re-as~cesmcnt proceedings 
for tho year 1967-68 onwards'. In ~ i e w  of the varying opinions ex- 
pressed on the subject and the revenue implicaliot~r irwolwd the 
Committee feel that Government should immediately determine the 
correct description of the activities of them naul ti-nalionnls which 



will also enable a proper perception of their role from the social 
angle* 

6,171. The picture that emerges about the performance of IBM on 
the Income-tax front is also ver;v discouraging. The Committee lrad 
asked whether any default under the Income-tax Act, viz., in the 
filing of returns, payment of advance tax, deduction of tax at source 
and ~erquisites given to officers and employees etc., had come to 
notice in respect of the company. The Ministry replied that no de- 
fault on the part of the company in respect of filing of returns, pay- 
ment of advance tax etc., "has come to the notice of the Department 
so far." This almost sounds an evasive answer, and the Committee 
would require specifically the details for all the years for which IBM 
med the returns, the dates on which such returns were received, the 
date of payment of advance tax, the total tax deducted at source and 
paid to Government's account. That the Department has been lax 
in his case is evident from the fact that the payments made by the 
Government Departments and other agencies were not subjected to 
deduction of tax at  source under section 195 of the Income-tax Act 
till 1970. Even after March 1970, the company had managed to get 
a certificate under $kction 195(3) from the Income Tax officer and 
it has not been vouchsafed to the Committee, whether they had ful- 
filled all the conditions mentioned in Rub B ( b )  of the Income-tax 
Rules. 

6.172. As regards the recognition of the assessee as a company, 
there are many areas of darkness on which in spite of the best ef- 
forts of the Committee light ha! not been thrown by the Board. It  
was stated that the IBM World Trade Corporation was recognised as 
a company under sub-section (6) of Section 2 of Income-tax Act, 1922. 
The file in which this recognition was issuccl in 1953 was stated to 
he m'issing. Then when the question of assessment came, the IBM 
World Trade Corporation submitted only its branch account's results 
for Income-tax purposes and the department's representatives ad- 
mitted that IBM World Trade Corporation's books were not called 
for scrutiny. To a question whether they were in possession of the 
Company's World Balance Sheet, the reply was in the affirmative. If 
so, it is intriguing how the proper allocation of expenses were not 
made and it was left to the assessee to come forward with a KVolun- 
tary" disclosure of head office expenses which were claimed and a!- 
l o w ,  in spite of their being excessive and suspect. I t  is obvious that 
the Income-tax department has been adopting an attitudc almost of 
throwing up its hands while dealing with IBM World corporation, 
possibly undor tbe impression that they could not call for informa- 
tion regarding the total global activity of s w h  foreign compani- 
493 LS--17 



To a question whether Rule 10 of the Income-tax rules applied in this. 
case, the witness replied that since the Brancll balance sheet was. 
available it was not necessary to resort to Rule 10. This is, to put it 
mildly, following the line of least resistance. The Committee are 
not satisfied with the Ministry's reply. The X~lcome-tax Department 
was not even apparently aware of the fact that IBM World Trade Cor- 
poration which had obtained recognition as a company had split into 
two subsidiary Corporations, viz., IBM World Trade AmericaIFar 
East Corporation and IBM World Trade Europe Middle East Africa 
Corporation. To a question about this divkion th,e Department's 
reply is as follows: 

"As the parent company i.e., IBM World Trade continues as 
such, without any change in name or form, the question of 
fresh recognition of the Branch of the company does not 
arise." 

6.173. It is not clear from this reply whethc*r the Indian activity 
alone remained with IBM World Trade Corporation and not trans- 
ferred to the Far Eastern subsidiary. However the Committee find 
from the Company's Annual Report of 1974 that the Indian Branch 
as managed by the Far Eastern subsidiary. It is therefore surprising 
that the Ministry should say that the original certificate issued far  
back in 1953 to the IBM World Trade Corporation \vould continue 
to apply to the branch. 

6.174. It  is on record that substantial additions had to be made 
by the Income-tax authorities in the returns submitted by IBM 
during the years 1967-68 to 1973-74. The major addition was on 
account of excessive development rebates claimed by the company 
which were not allowed by the Incorn Tax Officer. The Committee 
however note that relief was subsequently granted by the Appel- 
late Assistant Commissioner. The Tribunal also did not uphold the 
Government's stand. However, the Department has filed an appli- 
cation before the Bombay High Court. The Commitltee urge Gov- 
ernment to pursue the matter before the court conclusively. Be- 
sides the development rebate, there were certain other additions 
made by the Income-tax Officer which were acquiesced in by the 
assesees. The Committee would like Government to examine whe- 
ther these additions attract the provisions reloting to concealment 
and if so the necessary penalties should be imposed and recowred. 

6.175. The Committee also find a serious lacuna in the Income- 
tax law viz., section 33(l)(a). According to the Board of Direct 
Taxes development rebate was permissible on second hand naechi- 
aery under certain circumstances namely that such machinery or 



plant was not used in India at any t h e  previous to the date of such 
installation. No wonder IBM had claimed development rebate on 
the "AS IS" machineries imported by them. I t  has been admitted 
by the Department of Electronics that all that was done to these 
"AS I S  machines was "to assemble them". Therefore, to r e q d  
this activity as kanufacture and to allow Development Rebate on 
machines given even on rentals is something which appears to be 
not in consonance with the objectives underlying this rebate. 

6.176. The Committee are unable to app~eciate the technical 
stand taken by the Income-tax Department in the matter of allow- 
ing the depreciation for calculation of taxable Income. I t  is common 
knowledge that a large number of machines having no book value 
are in circulation and are earning exorbitant rentals for IBM and 
ICL. The Income-tax authorities, however, s W  by the letter of 
the law and merely followed the criteria of "original cost of any 
plant or cost at the time of installation and calculated the depre- 
ciation according to the  res scribed rates" without following any 
independent check with reference to the entries in the books of 
the company. It is common knowledge that IBM recovered depre- 
ciation on its machines hired out on a 4 years life basis but actually 
the machines last much longer. But the Income-tax authorities 
again seem to take a very legalistic stand adopting a certain pres- 
cribed formula "irrespective of the amount of the depreciation 
charged in the books of the company". Since the life of the 
machines is admittedly much longer than the four-year period taken 
bv IBM it is evident that the company may have been making excess 
claim on the ground of depreciation in order tc, reduce their taxable 
profits. The Committee would urge Government to go into the 
matter in all its aspects and re-eqamine the cases where excess 
depreciation might have been allowed. Suitable instructions should 
~ l s o  be issued to provide clear guidelines to the field officers. 

q.177. According to information furnished to thc Committee, 
IBM had so far remitted over Rs. 3 crores by way of profits during 
the period 1961 to 1971. The representative of the Department of 
Economic Affairs had during the course of his evidence before the 
Committee admitted that Government were all along aware of the 
fact that there was need to do something regarding repatriation of 
profits, but Government did not want to impose restrictions on 
remittances of profits and had instead adopted the course of re- 
quiring fo- companies to reduce their equity holdings to 
40 per cent. The Committee note that Government have been keep- 
ing under review the question of large remittnnccs of profits by 
foreign companies and multi-nationals. The Committe stress that 



every effort should be made to  see that this largely avoidable 
strain on our foreign exchange posWon is minimised by a t d g  
measjngul stream-lining of the entire issue. 

6.178. The Committee note that IBM had been given provisional 
tax credit certificates for Rs, 34.74 lakhs under Section 2&1)(3)(b) 
f"ar manufacturing items included in the first schedule of the Indus- 
tries Development and Regulation Act. But it is astonishing that 
in giving such certificates the income arising from rentals was also 
taken into consideration. The Committee are glad that the assess- 
ments for the years 1967-68 to 1970-71 for which tax c r d t  cerift- 
ficates have been previously given are now going to be re-opened 
and the correct amount of certificate admissible would be finally 
determined during the course of the re-assessment proceedings. 
The Committee, however, feel that this was a serious Lapse and the 
circumstances in which such certificate was given m respect of 
income arising from rentals should be investigated and responsibi- 
lity fixed. 

6.179. Like the repatriallion of profits and the head ofice ex- 
penses the Committee find that Rs. 4.98 lakhs were allowed to be 
repatriated on account also of development rebate reserve. The 
mason given by the Income-tax Dpartment is that they do not 
"allow the assessee to use the provision for development rebate for 
a period of 8 years. They have to get it either for capital expendi- 
ture or some other approved expenditure After that they are 
allowed to take it as a part of profit and theS can declare dividond 
out of it". The Committee are inclined, however, to agree with 
Audit that the philosophy behind development rebate was to give 
incentive to develop industries in India. That could he done by 
utilising the reserve for the intended approved objectivc. But the 
reserve had to be kept in tact and not fritlcred away by way of 
dividends or repatriation abroad after 8 years. The Conamittee urge 
that the matter should be re-examined so as to preserve funds 
created out of the development rebate for developanent within the 
country . 

6.180. The Committee are surprised that in spite of the fact that 
IBM is a giant world company, the return of income for seveml 
successive years from 196485 to 1973-74 were assessed by an officer 
only of the rank of Income-tax Officer. The Committee in their 
l q t h  Report on Corporation Tax and Income Tax-A Review have 
reiterated that initial assessment of large companies should be 
made centrally by experienced senior officers of the depart- 
not lower in rank than an Assistant Commissioner so that all 
aspects having b&ng on taxes are  gome into. The ComrnEbe 



would like the Ministry to investigate how the assessment of IBM 
for all these years were being done by only an Income-tax m c e r  
and not by a sanior officer as per the principle stressed several 
times by the Committee and accepted by Government. Govern- 
ment should inform the Committee of the action taken and fix res- 
ponsibility in tbe matter. Government should also review this 
mutter in, respect of other powerful companks, particularly the 
multi-nationals, to ,make sure that their income is m e t ~ o u s l y  
assessed initially by senior d c e r s  not lower in rank than an Assis- 
tant Conmissioner. 

6.181. There 3s more t h  emugh evidence that the multi- 
nationals in the field of computers and data processing equipment, 
such as IBM with its near-monopoly p&n in India, have de- 
frauded the country of enormous revenues by resorting to various 
unfair practices like transfer pricing under the garb of inter-corn- 
pany billing system, misuse of import entitlements, exaggerated 
c b s  af drawback, under-payment of excise duty, exaggerated 
claims of depreciation, development rebate, head, office expenses 
etc. All these practices have enabled them to reap high plafits a t  
the cost of the exchequer as well as the technological developmmnt 
of the country. 

6.182. The Inter-ministerial Working Group which was appointd 
on the saggedion made by the Comptroller and Auditor General 
of India that Government should go into the cost and the rates of 
return on which LBM had determined the high rate:, of prices for 
their machines, had come to the conelusion that therc i4 pritna facie 
caw for reduction in rates charged by IBM and lCL to the extent 
of 2.5 per cent to 30 per cent. The Inter-minislt4al Working Group 
had also recommended that the Department o; Electronics might 
discuss with IBM and ICL regarding further steps to reduce the 
prices with effect from January 1969. The Com~uiltee are not aware 
of the results, if any, of these negotiations. Information in this 
matter should without delay be made available. 

6.183. The Committee arc confident that if the powers available 
to the Government under the Foreign Exchange Kegulatiuil Act 
aor used with prudence and determination. it should be possible to  
r.lr$ure that the foreign companies, includinq n~ultinationals which 
are allowed to function in the country, conform strictly to the laws 
of the land and serve the objectives of develcrpntent and are in any 
case sternly prevented from indulging in hpcnnissible activities. 
The Committee expect that Government will soon be in a position 
truly to claim that such foreign operators have been curbed and 
shown their piace in a self-respecting country like ours. 



CHAPTER VII 
THE INDIGENOUS COMPUTER INDUSTRY 

Survey of the existing infrastructure 

7.1. The present indigenous production of Computers in India 
is very limited. Currently, the only indigenous computer manufac- 
turing programme in the country is that of the Electronics Corpo- 
ration of India Ltd., Hyderabad (a wholly Central Government 
owned public sector undertaking). ECIL are presently manufac- 
turing computers in the mini and small range (TDC-12 and 312). 
Development work is also stated to be in progress on a medium scale 
computer system (TDC-332) and this is likely to be productionised 
in about 3 to 4 years' time. 

7.2. The International Computers Indian Manufacture Ltd. have 
been awarded an industrial licence to manufacture 48 systems of 
the 1901 series in collaboration with Bharat Electronics Ltd.. Ban- 
galore. In this joint venture the role of BEL is purelv that of a 
sub-contractor and they have no responsibilities for  marketing the 
system. The indigenous effort of BEL is the fabrication of printed 
circuit cards, backpanel wiring mainframe assembly and final 
testing. 

7.3. Another foreign company viz. IBM in their factory at Kurla, 
Bomay, manufacture unit record machines and kev punches. They 
were also engaged in reconditioning and assembling 1401 central 
processors. No indigenous industry is manufacturing items export- 
ed by IBM from India. However, a number of indigenous industries 
have been sub-contracted by IBM to manufacture parts, assemblies 
and sub-assemblies for the equipment and spares etc., exported by 
TBM. Manufacture of these parts, assemblies and sub-assemblies 
is according to design specifications etc. provided by IBM. 

Electronics Corporation of India 

7.4. The Computer manufacturing programme in ECIL began in 
the latter part of June, 1969. In regard to the systems developed 
and produced a t  EClL it has been stated that: 

"The first system manufactured was the 12-bit discrete 
machine TDC-12 developed in Bhabha Atomic Research 



Centre which was successfully productionised by ECIL 
with necessary design modifications and rigorous produc- 
tion engineering, so that it could be marketed. 22 systems 
using the TDC-12 as the Central Processor Unit have 
been produced and installed and are no,w in operation at 
various places in the Country. 

ECIL made the transition from second generation (discrete 
semi-conductor types) technology to the more advanced 
third general IC technology in the year 1974. All cur- 
rent design and manufacturing at ECIL uses this advanc- 
ed technol~gy. News systems introduced on this basis 
are the TDC-312 machine and the TDC-316 machine. 

1 7  systems using TDC-312 have already been put in the field 
for a variety of.scientific applications at various universi- 
ties, laboratories and industries. The TDC-312 has ad- 
vanced features like byte processing and decimal arith- 
metic and has been designed as the work-horse machine 
around which a wide range of applications can be built 
up. I t  is this machine which has been used in the EDP 
systems that EClL is now marketing. I t  may be pointed 
out that all applications using IBM-1491 and its deriva- 
tives whch  are now in use at many places in the country 
including rallways can be met by the TDC-312 system. 
ECIL expects that by the end of the year 1975-76 the 
number of TDC-312 svstems installed would rise to 35 of 
which one third would be for EDP applications. 

The TDC-316 machine which has also been developed at ECIL 
is larger than and represents an advancement over the 
TDC-312 machine in terms of operational power and is 
intended for applicatjons of a specialised kind. The sys- 
tem has already been used in ADGES project and will 
meet many of the requirements of defence, space and the 
atomic energy programmes in the country. The TDC- 
316 is also capable of being used as an EDP system with 
appropriate peripherals. Already 13 systems built up 
around the TDC-316 are in the field and the figure is ex- 
pected to rise to 35 by the end of this year." 

7.5. As to the projects being.developed at ECIL it has been stated 
that: 

"Development is on hand at ECIL of TDC-332 which is in the 
large computer class. It has a large word length, a faster 



cycle time and extensive memory capacity and uses third/ 
fourth (lmg)? scale in tegsation) genera tion technology. 
The TDC-332 can be used foy all applications which a re  
met by the IBM 3701145 and 155 machines, with all modern 
features such as time sharing and multi-programming 
capability and is available for large scientific and business 
applicatims. The scientific configuration of the machine. 
will match the performance of CDC 3600. an American 
machine. which has been operating in TIFR for over l@ 
years. 

In addition to digital computers as above. ECIJ, also manu- 
factures an analog computer AC-20 of high accuracy. 
Hybrid systems using the digital computer TDC-312 and 
Analog Computer AC-20 are being developed for meeting 
certain scientific applications." 

7.6. The software for computers lxoduzed in ECIL is also being 
developed side by side. In a note on the subject, the Electronics 
Corporation of India have stated: 

"ECIL has a very strong base for developing computer soft- 
ware and all its machmes in the field enjoy software sup- 
port which brings to the user the advantage of the latest 
developments. The software design capability at ECIL is  
supplemented by the development work a t  TIFR. Bombay-, 
Indian Institute of Management. Ahmedabad; Ind~an Ins- 
titute of Technology, Kanpur; Indian Institute of Science, 
Bangalore and Administrative Staff College of India, Hy- 
derabad with all of whom ECIL has software develop- 
ment contracts. It can be stated that the country has 
got excellent software development abillty which can 
handle all requirements of the nation." 

7.7. The Secretary, Department of Electronics ~nformed the Com- 
mittee during evidence that: 

"What ECIL does today is, to import the peripherals, many of 
the ICS, and the memory cores. What they are doing is 
systems engineering-putting together the various items. 
With many of their own items they are now making print- 
ed bo,ards or multilayer boards, which they did not make 
a few years ago; they have gone over from transistors to 
IC computers, they are developing software application 
packages, but still they depend significantly on imports d 
those items which finally make the equipn~ent." 



7.8. On being asked whether the manufacturing operations om 
ECIL only amounted to assembling of imported parts, the Secretary, 
Deptt. of Electronics stated: 

"It goes beyond simple assembly for the following reasons. 
They are indigenising appreciably. Today they are mak- 
ing all the boards on which these components are monitor- 
ed. I t  is quite a complex technology: they make multi- 
layer printed card boards. They are indigenising many 
of the semi-conductor components which go into it. But 
much more than that, this whole thing has got a certain 
design philosophy, it has got a l anpagz ,  it has got t o  
have software packages for using them in various appli- 
cations. ECIL is developing all these. But what we want 
to ensure is that, even those imports such as core memory 
and the digital semi-conductor components which go into 
i t  like ICs and memories must be made in India. That 
is what we are really aiming for. apart from the periphe- 
rals which I have mentioned." 

7.9. In a note on the plans of the ECIL for complete indigenisa- 
tion uf computer manufacture, the Electronics Corporation of India: 
have stated: 

"It is the objective of ECIL to market a totally indigenous 
system, indigenous in design, assembly and materials. So 
far as design capability and assembly is concerned it may 
be stated that complete indigenisation already esists a t  
ECIL, and keeps pace with all new developments. It is 
only in the field of materials and components used in the 
manufacture of computers that there is dependence on 
imports. 

In so far as raw materials for the fabrication of PC Boards 
is concerned indigenous availability of the required quali- 
ty of double sided glass epoxy boards is steadily increas- 
ing and we expect that shortly there will be no more 
dependence on imports for this basic item. There are 
many connectors used in the computers, some of which 
are now being imported and which are of special design 
and shape. Efforts have been made progressively to  
achieve production indigenisation in this area, with com- 
ing into existence of promising extrepreneures. ECIL 
foresees no major problem for indigmisation as far as 
connectors are concerned. Another basic requirement of 
romputer manufacturing, namely, ICs is also gradually 



being indigenised with the development at BEL of =me 
of the commonly used types of ICs. Jn addition EClL 
and some other institutions in the country are also con- 
ducting research work for development of new ICs and 
proprietary ICs. There is good coordination between ECIL 
and BEL in the development and application of computer 
ICs, ECIL performing the required reliability tests. I t  
may, therefore, be said that IC indigenisntion is also well 
under way. 

The large cost of any computer system is constituted by the 
peripherals which are used for input m d  output of infor- 
mation to and from the computer. As far as peripherals 
are concerned the country still has to make considerable 
leeway in indigenisation. Development work is being 
carried out at ECIL, BEL and HTL. The major challenge 
here is the great mechanical engineering complexity of 
the peripherals and the special alloys or other materials 
used in the manufacture of the pripherals. The cost of 
peripherals is high because of the sophisticated electro- 
mechanical devices involved as also because of expensive 
tooling required to make the various parts. Therefore, 
unless offtake is high, it is not an attractive proposition 
for any industry to take up  manufacture of peripherals. 
This activity will pick up only when enough demand is 
generated for large volume production of computers and 
hence peripheral;. No reasonably short deadline can be 
given for completing indigenisation of peripherals, but 
it is very likely that within a decade the import content 
of the indigenous omputer  will have been brought down 
to a negligible fraction." 

Bharat Electronics Limited, Bangalore 

7.10. I t  has been stated that BEL has, during the recent few 
years, built up a considerable competence and expertise in the Com- 
puter and Computer Peripheral area, both with regard to indigenous 
design and development activities as well as production activity. 

7.11. It has been further stated that BEL is presently manufactur- 
ing the ICL 1901 A (of International Computers Ltd., UK) Computers 
System ((Electronics pxtion) under the terms of an Agreement 
with the International Computers Indian Manufacturing Company 
Limited (ICIM) which is an ICL associated company. The Govern- 
ment of India has so far licensed ICL the production of 32 Nos of 



the 1901 systems. BEL has manufactured and supplied 27 Nos and 
would be making the balance of 5 Nos. during the course of another 
year. The BEL's manufacture in the system relates to the electronics 
portion, while the peripheral equipment are licenced for production 
by the ICIM. 

7.12. Apart from manufacture by BEL of the ICL systems, BEL 
is stated to be engaged in considerable design and development 
activities both for mini-computers as well as fix computer peripheral 
equipment. BEL has received an order from the Electronics Com- 
mission for certain numbers of ruggedised mini-computers in the in- 
terest of the security. BEL is also engaged in the development of 
the following types of computer peripherals 

(a) Paper Tape Reader 
(b) Paper Tape Punch 
(c) SendIReceive Typewriter 
(d) Visual Display Unit 
(e) Magnetic Tape Unit 
( f )  Cassette Tape System 
(g) Line Printer 
(h) Card Reader 

The Department of Electronics have stated: 

"The Department has also given design and development 
grants to BEL, through the Technology Development 
Council, for the design and development of more sophi- 
sticated peripherals like card Reader, Line Printers and 
Magnetic Tape Transporters. These development cctivities 
will be followed up by the Department to ensure the 
setting up of production facilities for these p rduc t s  on a 
commercial basis." 

Projections of the demand for computers and other data processing 
equipment 

7.13. The Committee enquired whether any estimate of the re- 
quirements of computers of different categories (large, medium and 
small including mini-computers) for various sectors of usage had 
been made and d e s i r d  to know what was the total requirement 
of computers in  the country during the Fifth and Sixth Plan period. 
In  a note, the Department of Electronics have stated: 

"An estimate of the requirement-, of computers by categories 
(large, medium, small including Mini-computers) for 



various sectors of usage during the Fifth Five Year Plan 
has been made by the Working Group on Computers, 
Controls and Industrial Electronics of the Task Force on 
Electronics and Communications of the Planning Commis- 
sion. A summary of the total requirement of computers 
of various categories is given below:- 

Large (more than Rs. 50 lakhs) . . 3 3 3 3 

Medium System (Rs. ro to 50 lakhs) . 39 48 56 65 

Small& Mini Computers (It  ss than Rs. lo 
lakhs) . . . . .  120 160 2 30 290 

A estimate of the requirements of peripherals during the Five Year 
Plan period for the medium and mini-computer programme is as 
f0llow~s:- 

Tr1eprir.ters . . 
Paper Tape Readers . 
Line Prht er 300 LPM . 
Paper Tape PUP ch 

Line Prirter 600 LPM 

Card Readers 30'2 CP 

Low Speed hhgrctic Tape 

High Spced hlapetic Tape 

Disc. drivers . . 

7.14. In  regard to the projections for the Sixth Plan, the 
Department of Electronics have stated: 

"No detailed estimates have, however, been made for the 
Sixth Five Year Plan period. However, assuming 
growth rates of 20, 12, 18, 17 and 16 per cent of com- 
puter requirements during the respective years of the 
Sixth Plan, the total production in the field of com- 
puters and calculators is expected to rise by 24 times 
that of Fifth Plan (to a total production estimated at 
Rs. 445 crores during the period) ." 



7.15. While assessing the demand potentials of the computers 
in the country, the Electronics Corporation of India have, in a note 
stated: 

"The demand potential for computers in the country could 
be even larger if serious use of computers is contemplated 
as an aid to speedy decision-making, efficient operation, 
and optimum utilisation of heavy capital investments in ' 
plant and machinery. However, taking into account the 
somewhat limited current awareness of how well the 
computer can be used for development and the cons- 
traints on expanding this awareness, ECIL has estimated 
that the demand for computers in the small and the 
medium class during the period 197479 will be about 
650 installations, falling into the hllowing categories of 
applications: 

I .  Data processing systems . . .  400 

2. Scicntificsytems . . . . . 1 SO 

3.  Rcaltimesystems . . . . . 100 -- 
T o ~ l  . . . . . 650 

This figure can be taken as a lower limit for the total plan period 
demand. As far as large installations are concerned, a conserva- 
tive estimate is 15." 

Manufacturing Programme 

7.16. Referring to the projections made by the Department of 
Electronics in regard to the requirements of the computers of 
different categories, the Committee pointed out that the only indi- 
genous computer manufacture programme was that of ECIL a t  
Hyderabad. Asked as to what was the future programme for 
creating the necessary infrastructure within the country to meet 
the total requirements of computers and data processing equipment, 
the Secretary. Department of Electronics stated: 

"As far as future is concerned, our approach is essentially 
the following: 

First of all, I think, we will have to have production 
of computers in India because the numbers for the im- 
portant sectors where the use of computers is fully 
justified is already large enough to justify production in 



the country. That .is why we have fully supported the 
production programme of computers a t  ECIL which is 
a hundred per cent Central Public Sector Undertaking. 
They are producing mmputers. About 60 computers 
produced by ECIL have already been installed at various 
points in the country. 

Swondly, we also recognise that large computer 
systems, that is, computer systems which are required 
in limited numbers which have very large memories. 
very high speeds and many other capabilities built into 
them will not be made in the country for quite some 
time 03 come and will have to be imported. The rea- 
son for this is that the investment on making them 
indigenously will not really be justified in terms of the 
numbers we need. These, in any case, would be con- 
trolled in terms of import user by user, (their objec- 
tives, the configuration to meet this and where from 
they have ta  be got etc.). These large computer sys- 
tems are of the type for example like the computer sys- 
tem recently installed at  the Tata Institute of Funda- 
mental Research. That, of course, was installed by 
U.N.D.P. That is a very large DEC computer system 
1077. It is one of the largest computer system installed 
in India. It has many sophisticated features. It is 
meant essentially for scientific purposes, for develop- 
ment of new types of software, for making use of our 
capabilities of producing mini and small computers so 
that we can tie up many small computers to be equi- 
valent to a large computer system, P3r certain purposes- 
not for all purposes-what is called network project. 
There are computers whose imports we have allowed. 

There are two French computers: one which is given 
to ECIL because they are going to use i t  for further 
systems engineering and software development; the 
Department of Space requires a large computer system 
which we have approved of; it is for their programme 
relating to satellite launched vehicles, satellite develop- 
ment, and so on. Similarly we have cleared imports 
for defence purposes and so on. But these are indivi- 
dual cases of large computer systems but required 
in limited numbers where it could not be worthwhile 
making them in the country a t  the present moment, 
until we have built up the whole base. We want first 
to deal with the higher priority areas where the num- 
bem are large, where we can proceed from our own 



capabilities; both in money and manpower and can fulfil 
the need." 

7.17. The Committee desired to know what were the present 
capabilities of the indigenous industry vis-a-vis the projected 
demand for computers and data processing equipment. The Secre- 
tary, Department of Electronics stated during evidence: 

"I would broadly divide the computer area to illustrate the 
pojnt, right from the basic pocket calculator through the 
mini-cr~mputer, through what we call the mini-computer 
and through to the large maxi-computer system. 

Our effort is to extend our capability to the entire 
spectrum of computer manufacture other than the maxi- 
computers. Other than the very large computer systems, 
we want to establish capability for production in the 
country the entire range $of dest calculators, mini- 
computers and the medium sized computers. This is our 
planned effort. 

With regard to mini-computers, the point really is 
this. I t  is entirely based on putting various entities 
together. I should, therefore, explain the structure of a 
computer. First of all, ysu have the processor unit and 
then you have the whole range of peripherals. Peri- 
pherals are the means whereby you can put in data, 
(anything you want) as input; and can get what  you 

want as output after computing. Our effort, if it was 
restricted to just making the computer system, the total 
system, will mean that we will have to continue to 
i m p x t  all the basic entities. which are the components 
and the peripherals which go to make the computer 
system. That is not enough. So we have gone a long 
way in the sense of providing technology development. 
funds, and contacts to various places in identiei- 
potential production agencies and also identifying t h e  
numbers required of these basic entities-what I mean 
by this is 'peripherals' for example, paper tape readers, 
paper tape punches. card readers, line printers. display 
devices and so on. There are  some peripherals which 
we will not make because the numbers required are  
very small nlsw. I t  is better to import rather than 
invest money and men in that area where i t  would not 
be worthwhile. Again we are  going through the pro- 
cess of establishing production facilities for memory 



systems, for the integrated circuit, for multi-layer 
printed card boards and so on. What I want to say is 
this. The computer is something which you see as a 
final piece of equipment. I t  is built up of a large num- 
ber of components, sub-assemblies and individual pieces 
of equipments. We, therefore, have to establish the 
base for making all these. Once we make them, then 
you can marry these things together in any form you 
like to make a configuration which is suitable for a 
particular application. Once you have the capability for 
making the large scale integrated circuits, once you 
have the capability for the appropriate type of memory 
which now tames as a semi-conductor memory and vari- 
ous types of peripherals needed for a mini-computer 
anybody can put these together and then develop the 
particular application, whether it is for chemical indus- 
try or electrical engineering, etc. Therefore, what we 
are planning to do is to have an appreciable production 
of peripherals-by 'appreciable'. I mean more than 50 
per cent of the types requirement in the country-by 
the end of the Plan period. 

As far  mini-computers are concerned the only place 
where they are made is ECIL-except for ICL computers 
which are made by sub-emtracting the central processor 
to Bharat Electronics. There also they require various 
peripherals. What ECIL does today is, to import the 
peripherals, many of the ICs, and the memory cores. 
What they are doing is system engineering-putting 
together the various items. With many of their own 
items they are now making printed b a r d s  or multilayer 
boards which they did not make a few y e a n  ago, they 
have gone over from transistors IC computers; they are 
developing software application packages. But still they 
depend significantly on imports of those items which 
finally make the equipment. Therefore, to talk of a 
meaningful production base in the country, we have to ) 

make these ourselves. This is what we are planning. 
We will be setting up, apart from the semi conductor 
facilities that general!y exist at  the moment, a complex 
for production of large scale integrated circuits that are 
not made in the country, we are putting up a proposal to 
the Cabinet to set up the semi-conductor production 
corporation which will make these. This will take about 
three years to go into production. In many of the other 
areas also we are trying to get a production established 



through Bharat Electronics, through Hindustan Tele- 
printers, and so on and so forth. To summarise, in about 
three years from now, we hope to have appreciable pro- 
duction for a bulk of the items, components, sub-assem- 
blies and peripherals, which go to make a computer" 

7.18. The C,ommittee called for information about the indigenous 
 manufacturing capacity for the manufacture of- 

(a) Hardware for computers 
(b) Peripheral equipment 
(c) Components 
(d) Software; and 
(e) Spares. 

In a note, the Department of Electronics have stated : 

"The manufacturing capacity as currently set up/approvea 
are summarised below: 

Hardware Organisation Capacity 

.(a) (i) CUP'S (TDC 3 12,316) E.C.I.L.: Hyderabad. 50 systems per annum 

(ii) 1901 A Computer System I.C.I.M. Poona BEL 12 systems ~ e r  annum 

( i i i)  .Mini-Computers . Digital Syjtems Intern.ational 20 <Limited Licence) 
Baroda. 

(i:!) .M :rJ-processors . SDM Associates, New Delhi 50 per annum 

Shri Harinder of Processor System 50 per annum 
Bangalore. 

Ptriphxals orginisation Capacity 

( 6 )  ! i )  M l g  Tdpes . . Applied Electro-Magnetics, New IOO Ncs. 
Delhi. 

(u )  Cartridge Disc Drive . SMS Associates, New Delhi. 2 c w  Nos. (goo/& 
export) 

(iii) Non Impact Printer . Basu Johu, Madras (50 Nos.) 

( iv) Graphic Display . Do. (10 Nos.) 1 in 

Do. I 
( v )  Card Reader . (50 Nos.) >2 

(vi)  Floppy Discs . Do. 0 NOS.) J ~ n .  

(aii) C~~ette (Digital) . Applications under considera- 
tion 

(viii) C R T Display . Do. 



(c) Components 

Components required in the Computer industry 
wauld largely fall under the category of progressional 
grade components both active (transistors, integrated 
circuits of various levels of integration i .e.  Small Scale, 
Medium Scale and large scale etc.) and passive (such 
as precision resistors, capacitors, magnetic cores etc.) 
and other high performance components such as connec- 
tors, printed circuit boards etc. Indigenous manufactur- 
ing capacity in this area is being set up as part of t h e  
overall national plan for the development of the electro- 
nics industry. More specific to the area of computers, 
the Department of Electronics had taken the initiative in 
calling for entrepreneurs to set up a ferrite core string. 
ing facility for memory planes and currently the setting 
up of such a facility with a potential for export is under 
consideration. The Semi-conductor Corporation the set- 
ting up of which has been recently approved in detail by 
the Electronics Commission and is $0 be placed soon 
before Cabinet will make a significant contribution 
towards building up our indigenous production capacity 
for the more contemporary semi-conductor memsries, 
micro-processor units for mini-coq,puters as also a variety 
of large scale integrated circuits. 

(d) Softwear for Computer Applications 

The country has nearly 280 computers installations where 
persmnel are engaged in development of software. The 
country is by a d  large self-reliant with regard to current 
software needs. The Department of Electronics has also 
taken the initiative in setting up the "National Centre for 
TIFR, Bombay which will develop software bols  to s u p  
port systems software development in the country. The  
proposed Regional Computer Centre at  Calcutta and the 
National Informatics Centre at Delhi will also support 
development of software for planning and management 
information systems for industry and Government deci- 
sion making. Building up a capacity for software export 
has been promoted by encouraging various organisations 

t (Administrative Staff College of India, Hyderabad. 
Operation Research Group Baroda, Engineers India 
Ltd., New Delhi, Compatronics Ltd., Tata Consultancy 
Services, Bombay) to import computers on the basis of 
commitments for export of software to countries such a s  



Holland, USA, USSR, GDR, West Germany, Spain, Aus- 
tralia. 

(e) Spares 

Currently a considerable amount of spares for imported com- 
puters are also to be imported because these are mostly 
packaged in modulesiprinted circuit boards proprietory 
to the particular manufacturers. There is, however, con- 
siderable scope for indigenisation and cannibalkation of 
components on defective modules or printed circuit 
boards etc., fur the computer system in use. T-he Com- 
puter Maintenance Corporation which has been set up 
as a public sector undertaking will build up skills in such 
indigenisation with regard to spares for imported systems. 

7.19. In a note submitted to the Committee the Department of 
Electronics had stated that the present indigenous computer manu- 
facturing programme was largely based on imported peripherals 
(input-output equipment) and components (such as semi-conductor 
devices, ferrite core memories etc.) The Committee desired to know 
when it will be possible to manufacture these components locally and 
what measures had so fa r  been taken for the indigenous manufac- 
ture of these components. In a note, the Department of Electronics 
have stated: 

"In a manufacturing process, specially on equipment which 
is capital intensive like computers and peripheral equip- 
m e n t ~ ,  the quantities to be manufactured fmm a cardinal 
basis on which manufacturing decisions can be taken so 
as to make the inciigenisation process cost-effective. In  
the case of computer peripherals, the indigenous require- 
ments are such that the quantities for some of computer 
peripherals are not large-enough to make their manufac- 
ture in the country economically viable. Therefi~re, the 
Department of Electronics had decided that onlv those 
computer peripherals like teleprinters, paper tape reader, 
paper tape punches, slow-speed magnetic and disc drives 
should be taken up for manufacture for the time being. 
In this regard, some licences have already been given 
to various public sector undertakings and also to some 
private entrepreneurs. Till the quantitie-; for indigenous 
manufacture are large enoug,h, we would have to import 
fast speed peripherals for high speed printers. card 



readers, magnetic and disc units so that adequate infra- 
structure is built up in 'the field of data processing. The 
setting up  of the Semiconductor Research and Productions 
Corporation should make us self-reliant for a major part 
of components currently imported for use on computers. 

7.20. The Committee desired to know whether any policy for  
achievement of self-reliance in the field of ompute rs  ,had been 
evolved and by what time self-reliance was likely to be achieved in 
this field. A note furnished by the Department of Electronics is 
reproduced in the Appendix XI. 

7.21. A note furnished by the Department of Electronics on the 
R & D activities connected with computers is given in Appendix 
XII. 

722. In relation PJ the use and production of large computers, the 
Secretary, Department of Electronics deposed during evidence: 

"With regard to large computers, our policy is extremely 
clear. (1) We will not embark on a production program- 
me as of today, for the simple reason that the investments 
in terms of both man-power and resources, w m l d  not be 
justified in terms of the numbers needed. (2%) T'hey will be 
available essentially in the form of facilities for large- 
scale, scientific, engineering and national types of work 
such as for Planning Commission and that sort of the acti- 
vity, or for software exports. Therefore, large computer 
systems are going to come in either into locations such 
as national centres, or regional centres or in the form of 
special facilities for specific purposes such as defence space, 
atomic energy, software expx ts ,  etc. So I think our 
policy with regard to large maxi computers is very clear. 

With regard to the other end of the spectrum, i.e. desk calcu- 
lators, it is quiter clear. It is a consumer item which could 
be used by the public. Just like the slide rule, i t  is an 
electronic slide rule and it can be used by anybody who 
wishes to buy it if he thinks i t  worthwhile. Coming to 
the spectrum between mini computers and medium sized 
computers, we have listed a set of areas which have 
national priority. This has been listed in our annual re- 
ports and in fact in the respective Report on Electronics" 

7.23. T,he Committee enquired whether for our requirements of 
large computers we would be dependent on imports from 
IBM and such like multinationals. To this the Secretary, 
Department of Electronics replied: 



"I can give you the answer straight away. First of all, we have 
ourselves been very much concerned a b u t  any situation 
in which the whole area of data processing in the coun- 
try,where large computers or medium computers are 
involved, develops in such a way that all of them or a 
majority of them, come from any single company. We 
have had extensive discussions relating to all aspects in- 
volved. If a company provides the computer, it has links 
with that area in a variety of ways for maintenance, for 
updating and engineering improvements and all sorts of 
things, so that vast amounts of information flow back to 
the company which is a foreign one. We are fully aware 
of these implications. Secondly, in the pajt, within the 
framework uf Government functioning, we did try to use 
the mandate given to Department of Electronics to en- 
sure that the users had really to come to us because i t  is - 
an import above Rs. 5 lakhs. We therefore asked for the 
objectives for which the computer was needed. We asked 
why a particular computer or a configuration was selec- 
ted and tried to make sure of final seletion on ! 
an objective basis, not related to any company, but 
to the objective for which the computer is needed, and the 
configuration needed. An analysis was made of all the 
computers in the world to meet the end objectives and the 
choice made of the optimal system for the purpose. Re- 
cently,the Cabinet have accepted this, but i t  has had to 
wait because of the transfer of this subject concerning 
computers in the Allocation of Business Rules from De- 
partment of Statistics to Department of Electronics. The 
Cabinet has now accepted the fact that all users, requir- 
ing imported computers, would put up their requirements 
to the Department of Electronics. The latter will then 
examine the configuration in relation to these require- 

ments; and will then obtain tenders on a broad basis. 
Afterwards there will be a committee, which will be 
finally make a selection on which will be represent- 
ed Department of Electronics, Department of Econo- 
mic Affairs, and where necessary, the user element. 
Henceforth all computer imports will be channelised 

. ... through the Department of Electronics. We will ensure 
>- that the country is not put in a position whereby any indi- 

vidual Arm/company has a monopoly, whether IBM or - * - ."w any other company for that matter. 



7.24. The Committee's attention was drawn to the Budget speech 
for the year 1976-77 made by the Finance Minister on the  15th 
March, 1976 in which it was inter alia proposed that the basic im- 
port duty on computers and computer sub-systems will be reducM 
from 60 per cent to 40 per cent ad ua1,orem. He also proposed to 
exempt them from ausiliary and countervailing duty. This ap- 
peared to be in conflict with the declared policy of ,the Department 
of Electronics who wanted to mo17e ahead in the direction of meet- 
ing the demand of computers by indigenously produced computers 
and who had decided to permi: the import of computers from abroad 
only in exceptional cases end for indispensable reasons. The Com- 
mittee asked for an explanation of the position, which however, 
has not so far been received. 

7.25. A note on the need for an indigenous base for the manu- 
facture. distribution, suppor! and maintenance of computers. as 
furnished by the Electronics Commission, is reproduced in Appen- 
dix XIII. 

Mini Computers 

7.26. The Committee were informed that the information, Plan- 
ning and Analysis Group of the Electronic Commission had made 
an estensive analysis about t he  kind of coxplller. technology \vhich 
u7as relevant to the Indian conditions. The results of this analysis 
indicated that for a c o u n t y  like India. about 75 per cent of com- 
puter capaciv requiremenrs can be met through mini computers 
and mini computer networks and  the remaining 25 per cent maxi 
computers. It was also estimntcd that i t  xvould take a number of 
pears for the country to acquire competence for manufacturing 
maxi computers and associated peripherals. whereas it is within 
the capacity of the country to manufacture mini computers and 
associated peripherals. 

7.27. In a note furnished to the Committee regarding the mea- 
sures taken so f a r  for the indigenous manufacture of computers 
e4c., the Department of Electronics have stated: 

"A panel on hhi-Computers  set up by the Electronics Com- 
mission has recommended establishment of a mini-com- 
put& industry in the country, and also an active promo- 
tion of applications for introduction of mini-computers in 
various sectors relevant to national develpment. The 
total national demand of around 400 mini-computers by 
1978-79 is expected to be mat through indigenous pro- 
duction. The industry will be based on contemporary 



technology and the  know how provided indigenously 
through domestic design and development. The  first set  
of applications for industrial licences received from entre- 
preneurs from the  large, medium and small scale sectors 
are not being processed and  the  industry can be expected 
to be established rapidly. Because of their lower cost 
relative to standard size computers and the  versatility 
of their capabilities mini-computers a re  expected to bring 
about wide spread adoption of modern computational 
techniques in important areas of national activity." 

7.28. During evidence the  Committee pointed out that  the  com- 
puter  companies have, by induction of a large number of compu- 
ters,  which could be called business machines. laid down a founda- 
tion and the users have been accustomed to these systems. There- 
fore while considering indigenisation whether i t  was proposed to 
completely change the existing infrastructure and put up a new 
super structure based o n  the latest technology. The  Secretary, 
Electronics Commission stated in thi. connection: 

"The present position in which we are  is that Ive have inheri- 
ted a computer culture which has been built up by the  
marketing philosophies and values of multi-national com- 
panies. Whether in the scientific area. in the  business 
area, the application of computers, has essentially been 
propelled bv the Commercial drive of IBM ICL. They 
started by saying. lv5.e have certain computers, w e  have 
rectain software. these are a priori re!evant to you today; 
i f  thev are r.ot relevant to your needs. Lye will esplain 
to you how they are relevant. Therefore. you donnt start  
w t h  your needs. but you start with wha: they  a re  in  a 
position to sell and essentiall?. match these elsments of 
~ v h n t  they can convence you to be your needs. with their  
system. 

Now our approach kvhich we have been trying to follow 
through a variety of mechanisms in last five years is to 
start  a t  the other end of the system. What are  the areas 
and types of use of computers which really are  going to 
be a significant pay-offs to the  development effort of the  
country taking into account this country's assets and then 
direct the application of computers to sol\-ing these pri- 
ority problems. 

However the practical aspect has also to be kept in view. 
We have injected some 250-260 machines into our coun- 
t r y  through market propulsion of which 180 are owned 



by one company, on hire or lease. How does one remedy 
this situation. 

Our broad approach would be the third alternative namely to. 
change the foundation to modify the infrastructure and 
build on that modified page a super-structure which will 
respond to Indian needs and priorities and which will use 
Indian resources, particularly high-level manpower to  
the fullest extent. 

7.29. In the same context, the Secretary, Department of Electro- 
nics stated during evidence : 

"First of all there is a certain culture relating to what you 
referred to as very large computers or maxi-computers. 
Large computer systems have come in essentially into 
scientific and engineering environments. If you lmk a t  
the large computers already existing in India, they are in  
places like Tata Institute of Fundamental Research, 
BARC, ECIL, Department of Space. Meteorological De- 
partment, Delhi University, IIT Kanpur, IIT Madras, and 
the IITS which are also equipped with the Soviet systems, 
like IIT Powai, Kharagpur. When I talk' of the culture 
of these maxi-computers or large computers, they have 
essentially been made use of on the scientific, engineer- 
ing, and educational scenes leading to research, develop- 
ment and design. ?hat is the first answer. 

There is a second type of culture which has existed for a 
long time and which has been bothering the PAC, that 
is 1401, unit record systems and similar IBM and ICL 
systems which have come into a large amount of business 
and equivalent governmental environments This is what 
you have been discussing at some length. 

The mini computer is a development of relatively recent origin; 
i t  is just a few years old, and the mini ompu te r  culture 
is something which has developed very rapidly all over 
the world. I t  come into existence because of a spectacular 
development in technology; this technology of Solid State 
Electronics. 

You are all familiar with the transistor, the individual semi- 
i conductor element. Then one started to find that instead 
a, of taking a large number of transistors separately and 

1 wiring them, you could by solid state techniques have 



them all on one chip, $0 that one is able to connect to-- 
gether something like 10,000 transistors or equivalent on. 
a very small chip of silicon. I t  is this revolution in in- 
tegration from ordinary single transistors would together 
to the small scale, medium scale large scale and very 
large integrated circuit, which has made possible the 
mini computers or the micro-processor. This has occurred 
over the last five years. A large number of people are 
beginning to understand and appreciate this new deve- 
lopment and its impact in a variety of area, so much that  
a new culture is growing in India and we are getting re- 
quests continuously for clearance for mini computers, 
not for those purposes for which 1401 were used, but for 
the type of application which I regard as meaningful. 
For example, the IT1 Factory at Palghat is getting a mini 
computer not for labour displacement or routine account- 
ing, but they are getting it as a test computer to test a 
large number of printed circuits which they are produc- 
ing for elecronics exchanges. It  is being used in what I 
regard as an appropriate industrial environment. In a 
sense, there is this mini computers culture which is 
growing appreciably in the case of people who already 
understand science and engmeering, where these appli- 
cations are  very significant. That will have a tremendous 
impact in many areas such as industrial, defence and 
such applications." 

7.30. On the question of productionising mini-computers the S e e  
retary, Department of Electronics infwmed the Committee as under: 

"I asked an independent panel to go into the whole area of 
mini computers and give me a report relating to the areas 
of application, the technologies, the costs, the viability in  
terms of numbers to be allocated to individual manufac- 
turing groups and so on. There is a report from the panel. 
Secondly, I have already a large number of applications 
from various units in the country to make these. I have 
however, not been able to recommend the licensing of 
these, for the simple reason that in the absence of produc- 
tion of the basic elements, namely the large scale integra- 
ted circuits, semi-conductor memories, micro-processors 
chips and the peripherals in the country, giving licences 
would be tantamount to an assembly operation. These 
people would have to import all of these, put them toge- 
ther and deliver the main computer to the users. This 
would involve considerable foreign exchange outlay. On 



account of the stringency in the foreign exchange position, 
particularly after 1973 because of the oil crisis etc. I de- 
cided that until we are  completely clear in our programme 
for production of these basic items, that we could tell the 
Finance Ministry to release foreign exchange only for the 
next two years or  so and afterwards we would be able 
to  cut i t  down, i t  would not be advisable to grant licen- 
ces. If year after year, they continue to import compon- 
nents. it would not be satisfactory. Since our production 
programmes are being made clear fo r  all t.hnsc sub-units, 
now we will be taking up licensing of units for mini com- 
puter prduct ion."  

7.31. The Committee asked whether by the cnd of the Fifth Plan 
t h e  country would be -elf-sufficient so far  as the  production of mini 
computers was cmcerned. To this the witnes.~ rep l~ed :  

"As I s3id. if \ye licence rnini computer production, \ye would 
inmediarely have produc~ion of the machines. But it will 
only he all assembly operation. lv i t !~  a f  course. aiw appli- 
cation packages and so on for c c r t ~ i n  cpecific purposes. I t  
will no: he a meaningful operation In icll-ms c>f foreign 
exchange outla:- u!ltil u ' c  h.ix.e a p to . : i '~mt~i~.~ +.o makc some 
of the basic elements. That is u-hy we are taking decisions 
and hu;w to implement them i n  the  couric of ? h c  nes t  few 
months. .qs soon as tha t  is done. we \<.ill be able to say 
that  n-hen the mini  computer prcduction programme goes 
on stream, whilst is may be based initia!ly-for the first 
one or  two years---on imported items, from then on the 
production of local items will enable it to become 
increasingly indigenus. This is what we are really plan- 
ning for. " 

Software Development 

7.32. In  regard to development of software in India, the Depart- 
m e n t  of Electronics have, in a note stated: 

"A number of entrepreneural groups a re  engaged in systems 
and software development on a contractual basis for va- 
rious user organisations in Bombay, Poona, Bhopal, Baroda, 
Calcutta, Delhi, Hyderabad, Madras, Tiruchirapalli and 
other places. Such expertise can be further developed and 
channalised for export oriented activities. The Electronics 



Commission recognised that the area of computer software 
is one that  needs to be developed rapidly for various rea- 
sons. A great deal of software has to be generated fo r  a 
variety of computer applications, particularly using indi- 
genously manufactured systems. Software development and 
data preparation offers the possibility of providing s&ni- 
ficant employment particularly for mathematically, trained 
scientists and engineers. Once the necessary suftware 
tools have been obtained and mastered here. and appro- 
priate links with groups abroad have been forged, there 
should he a potential for export of %oftware. The Depart. 
ment of Electronics will. therefore, endeavour to make 
time available to softivare groups on  existing computer 
systems In the country. H o w e ~ ~ e r ,  time for software gene- 
r ~ t ~ o n  will be provided by the Department on a guaranteed 
baqis, in the propose3 Regional Centres. when these are 
set up. Further more. under certain terms and cond:tions, 
the Department allows import of cornpuLers specifically 
for software export. Indeed. import of a number of compu- 
ter systems, 2 from USA (Burrou_ps B 1700 and B 6700) 
for the Tata Conwltancy Services (TCS). three R1330 com- 
puters from USSR for the Admmistrati\-e Staff College. 
Hyderabad, and the Operations Research Group Baroda, 
and M's. Comptronics Ltd. Xew Delhl 01-er a five year 
period and IR1040 from GDR for Enkneers  (India) Ltd. 
primarily for development of software for esport. 
have already been approve3 on this ba;is. In  all these 
cases software esport  will met un a guaranteed basis, the 
cost and in some cases se\.era? times the coct of the im- 
ported systems concerned. For instance Rs. 1 crores 
worth of locall:,. de\?elopcd software has been committed 
for export to  the USSR during 1975 76 of which Rs. 30 lakhs 
worth has already been esported " 

7.33. During cvidence the Committee pointed out that since 
labour was plentiful in the country, efforts should be made to earn 
foreign exchange by developing and exporting computer software. 
T h e  Secretary, Electronics Commission stated: 

"We are very conscious about the potentialities of softwaw 
export from this country. We have financed the procure- 



ment of computers in three or four institutions, the Ad- 
ministrative Staff College of India, Hyderabad, the Opera- 
tional Research Group at Baroda, and EIL, Delhi. These 
organisations have acquired macihjnes from the Soviet 
Union with the specific purpose of using them to develop 
software for re-export. In fact, we hope to have a grow- 
ing programme of software export to the Soviet Union who 
will build i t  upto Rs. 3-4 crores over the next four or five 
years. As regards Western markets there are certain 
logistic problems. 

Promoting software export through providing computer faci- 
lities in institutions like the Administrative Staff College, 
IITs, etc. is one aspect. A second approach is providing 
time on existing machinex,to small groups of computer 
scientists, who operate outside large institutions but who 
specialise in the generation of software. This is also a 
direct component of our  policy. In the case of certain 
computer system, which have been permitted to be impor- 
ted, the Department of Electronics has taken the option 
of one-third time on the computer in order to give access 
to such professional groups who generate sd tware  for 
export. Therefore. export of software and use of man- 
power for generation of software is an important compo- 
nent." 

7.34, Asked whether any study had been made about the poten- 
t ials of export of software to other countries, the Secretary, Depart- 
ment of Electronics stated: 

"I shall inform the Committee that software is one of the areas 
which India should explore on account of the fact that 
software generation involves highly skilled manpower, 
essentially people with B.E.B. ~ech. 'M.Sc.  and so on. We 
are not dealing with unskilled labour but highly skilled 
l a b u r  and at that level India today is perhaps the cheap 
est country in the world and the wage differentials com- 
pared to e l w h e r e  in the world are very significant. There- 
fore, we can do it, software export, if we are given the 
right marketing outlets. ,The  problem is not so much of 
development software, We have computers; we have 
manpower and we can do  this. We must be able to break 
into the mark to, establish the right contacts and be ahle 
to sell it because after all software has to go either to the 
computer companies or to go to large software users who 
are  concerned with application areas and so on. You do 



not sell mftware in the pure consumer sense condition; 
anyone who imports a computer whatever size it be, for 
software development must give a guarantee of earnlng 
100 percent of that in foreign exchange and we are moni- 
toring this. There are several groups: the Adrninistra- 
tive Staff College in Hyderabad, O.R.C. in  Baroda, Com- 
putronics Group in Delhi, who are acquiring computers 
from the USSR; Engineers India is getting East German 
computer. These are all acquiring computer for export 
on a guaranteed basis; their suppliers at  the other end 
have guaranteed to buy software provided it is accep- 
table. Some of the packages already generated have been 
accepted and bought. The Tata Consultancy Service in 
Bombay have been allowed to bring in two Burroughs 
computers and they will export software to Burroughs, 
who have given a guarantee in the agreement iteself. Many 
private individuals coming from abroad have used their 
own foreign exchange savings abroad and bring in IBM 
1401 which they have already known and used; and they 
plan to do some regular data preparation work and export 
this to Middle-east countries particularly. We are thus 
trying to generate software as an export area." 

7.35. The Committee learnt from press reports that certain pro- 
posals with regard to the setting up of a Joint programme by Burrou- 
ghs of USA and Tata Consultancy Services in India u7ere currently 
under consideration: In a note furnished to t.he Committee the De- 
partment of Electronics have stated: 

"Burroughs Corporation, U.S.A.. and Tata C o n ~ u l t a n c ~  Ser- 
vices, Bombay are proposing to collaborate on a 5:50 per 
equity basis, in setting up a joint-venture to manufacture 
computer peripherals in India for 100 p x  cent expcrt. 
Some informal di;cussions have taken p l a c ~  between the 
representatives of TCS and the Department of Electronics 
in this regard but the formal proposal has not yet been 
received by the Department. 

Presently, Electronics Corporation of India Itd. (ECIL), manu- 
factures m l v  the Central Processing Units of their various 
computer ;odels such as TDC-312, TDC-316 and integra- 
tes peripherals (imported or obtained indigenously) to 
their CPUs. The joint-venture of Tata Burroughs as pro- 
posed is for manufacture of computer peripherals and 
that too for 100 per cent export. The formal pmposal . 



for this joint-venture, when r e c e i v d  by the Department 
of Electronics, will be considered in all its aspects such a s  
technological gains, foreign exchange earnings and invest- 
ments, development of human skills and also its impact 
vis-a-vis current and anticipated indigenous production 
programme for similar products manufactured currently 
or scheduled for production a t  Electronics Corporation of 
India Limited. Bharat Electronics Ltd., Hindustan Tele- 
printers and others." 

Computers Maintenance Corporation 

7.36. The Committee were informed by the Department of Elec- 
tronics that  a proposal to set up  a Corporation for the maintenance 
of computers in India had been approved by the Government. This 
Public Sector Corporation will undertake maintenance and servic- 
ing of computers. particularly those that are imported, and also 
provide systems software and application support as needed to t h e  
extent possible. The Corporation's comprehensive responsibilities 
include:- 

(i) planning. coordination and implementing the natiunal 
effort on computer and associaied equipment maintenances; 

(ii) system-engineering, installation. and maintenance of data 
communication and terminal equipment other than wha t  
lies within the purview of the P&T; 

(iii) conducting training on all aspects of computer and allied' 
equipment maintenance and systems and diagnostic soft- 
ware; 

(iv) disseminating maintenance information and s u p p x t i n g  
maintenance research to stimulate production for indi- 
genous consumption as well as for export; and 

(v)  providing a central repository of computer spares, mate- 
rials etc. 

In addition to Head Office, the Corporation wsuld have branches 
at major computing centres. According to the Annual Report of 
the  Department of Electronics for the year 1974-75, the initial outlay 
on testing, maintenance, training, research and development a n d  
other expenditure was estimated to  be of the order uf Rs. 104 lakhs, 
which would be met by equity and Government loans. 



7.37. During evidence the Committee enquired about the pro- 
gress made so far in setting up  of the Corporation and that was 
the  anticipation of the work i t  would be able to do in  the n e a r  
future. A representative of the Department of Electronics stated: 

"The Memorandum, the Articles of Association and a pro- 
gramme of action for the next two years have been d r a w n  
up  by a Committee in the Department of Elect:*onics. It 
 ha^ also been decided that the headquartem of this Cor- 
poration will be in Hyderabad. Empanelling of names of 
potential staff viz. engineers who can serve on this Cor- 
poration has also been done. Accommodation for the 
Corporation to operate from three locations-with Hydera- 
bad as its headquarters and having cells in Bombay and  
Delhi, has been already earmarked. Tht. paye:s are now 
with the Registrar of Companies at Hycierabaci, and the  
registration formalities will be completed by the first ~ v e e k  
of December. As soon as this is done, the Corporation 
will be set on its stream and. hopefu!ly. they will t a k e  
up their first responsibilities by Marc~!~.Aprii, 1976." 

7.38. On being asked whether the multinational :,?rp:,rations like 
the  IBM were trying to do something t.3 delay or to prevent the  
successful accomplishment of tasks undertaken in regard to the pro- 
posed Corporation, the witness stated: 

"In our discussion with the multi-national corporations. pri- 
marily from the Department of Electronics, with regard 
to recommendat~ons for import of maintenance spares for 
the n e s t  financial year 1976-77. they have been very 
explicitly informed that the Computer Maintenance Cor- 
poration will take over the responsibilities on a phaqed 
basis. The import of spares for the nes t  year through IBM 
will not be on the same scale as it was last year. We a r e  
discus:ing with them about the phasing down of imports 
of spares with regard to systems that will be transferred' 
from their responsibility. Now, with instructions having 
gone to them, under FERA, within one month, they have 
to respond and that will be the time when we will sit 
with them and draw up a phased programme." 

He further added: 

'With regards to IBM computers that a re  to be currently- 
imported or  that have been very recently imported, w e  



have an  instance where one IBM computer has been 
obtained by the Oil & Natural Gas Commission at Dehra 
Dun and it has been installed in the last two months; 
here we have very specific arrangements that mainten- 
ance fur these systems will be done by the engineers from 
ONGC or from the Computer Maintenance Corporation. 
As per the agreement a t  the time of purchase of this 
computer with the IBM, it has been specifically stated 
that the IBM will train our engineers, this is, the personnel 
from ONGC or  the Computer Maintenance Corporation, that 
the training is to commence in early 1976. So, with regard 
tu the computers of IBM origin coming into the country 
now or to come in future. the maintenance responsibility 
is totally delinked from IBM at the time of purchase. 

With regard to the existing computers, that ,have been obtain- 
ed through outright purchase, we have a phased pro- 
gramme whereby the more powerful ones, IBM 360144 etc. 
will be taken over by the Corporat.on. There are two 
in Delhi at  the University of Delhi and Indian Metero- 
logical Department. there are two computers under the 
control of. the Space Commission, and there is one cotn- 
puter with regard to these five major computer systems, 
we have already understanding with the users that they 
would be willing to shift them w e r  to the Computer 
Maintenance Corporation. There is one more major com- 
puter of IBM origin at  the Indian Institute of Technology. 
Madras. regarding which we are having discussions with 
the IIT and they have indicated that they will also be 
willing to shift it over to the Computer Maintenance Wr-  
poration. With regard to the others. these are very small 
machines like the IBM 1620 with the Planning Commis- 
sion, with the Agricultural Research Institute and various 
Universities and so on. These are also largely outright 
purchased machines. Though these are obsolete* because 
they are in Universities and so on, one could. hopefully, 
continue to use them for quite some time. There is no 
difficulty with regard to taking over the maintenance of 
these." 

The real problem WOUM axice with reeard to the computers 
which are on rental. Currently these are the property 
of the IBM, and with regard to these, we shall have to 
have very specific negotiations. We shall have ta work 



out the pros and cons and give directives to the IBM with 
regard to phased change-over of these. 

There is also the problex of the unit r e c o d  machines. The  
whole lot of accounting machine ;, purchase and tabulators 
have been largely hired out by IBM. The problem will 
tw the same as for hired computers, but the situation is 
reasnably  under control and in fact, in the priorities of 
the Maintenance Corporation. when it was planned. one 
had really thought that one may not invest too much in 
the Corporation, to take over the maintenance of obsolete 
machines such as the IBM 1401, but-'now in terms of the 
guideline?, we have to modify that and we have tu speed 
up our programme of take over and cater for these 
machines also and we are geared for that." 

7.39. The Committee pointed out that since the machines hired 
out  by IBM were obsolete machines. the Maintenance Corporation 
should not bother a h u t  t h e j e  m a c h i n e ?  as in any case they have 
to be replaced I n  this connection, the Secretary Department of 
Electronics :tat?d during evidence: 

"Well the  point really is this that we are not going to bother 
about the computer svstems which go out by becoming 
obsolete/unusnble But there aro a large number of 
c ~ m p u t e r  systems which esist and will continue to 
operate for qome !>eriod of time. T?wy will essentiallv 
have to bc taken mVer at their depreciated value and 
maintained and operated." 

7.40. Asked whether any arrangements had been made to take 
over these machines amd what were the terms on which the liability 
for  servicing 2nd 111~1:ntenancc of these machines would be under- 
taken, the witness replied: 

"We have not entered into any arrangetnent for the simple 
reiison that the formation of the o m p a n y  has just been 
approved by Ci~binct  and we are in the process of con- 
stituting it. I t  is going to be registered. We have worked 
out the total schedule of operations. We will make 
absolutely sure that the company does not take on mm- 
mitments which really are the responsibility of IBM. Our 
responsibility is really to the  user more than to anv- 
body else. We do not want a situation where IBM having 
been forced out, the uqer is left high and dry without the 
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capability of using the machine i n  case it is capable at 
being used, without maintenance: We have bo ensure that 
this does not happen." 

7.41. The Committee desired to know whether IBM was agreeable 
to  the maintenance of their machines being done by the  users or 
the Maintenance Corporation. A representative of the Department 
of Electronics stated:- 

"As far  as the IBM policies are concerned, they have no objec- 
tion tu users carrying out their own maintenance a n d  
they are  prepared to train the user personnel on main- 
tenance of computers. So, it is within the policy frame- 
work of IBM that non-IBhl agencies can maintain their 
computers." 

7.42. On being asked whether it was obligatory for the non-IBM 
agencies tc get their personnel trained through IBM, the witness 
stated: 

"The traming of maintenance engineers will have to be un 
the part.cular equipment they are g o n g  to maintained. 
S9. It IS correct to say  that with regard to IBM computers. 
training would be available from the IBII  just as with 
r e g a d  to an?. other manufacturer, we ufill get the train- 
ing from the respective manufacturers." 

7.43. The Comrnlttee were informed by the Department of Elec- 
tronics that  after a review of the a c t ~ v i t ~ e s  of IHM and ICL it  had 
been decided that both of these comppnies chould terminate thelr 
trading and cervices activities wlthln the next two years and that  
their maintenance act:vities should be progressi\~ely handed over by 
them to the  Computer Maintenance Corporation It was fur ther  
stated that ,  as regards ICL the transfer of maintenance actlwties to 
the Computer Maintenance Corporation and the phasing out of 
trading and senrice bureau activities of ICI, and concentrating all 
product$n in TCTM had been recommended. During evidence the 
Committee asked why a similar recommendation has not been speci- 
fically made with respect to TBM A representative of the Depart- 
ment of Electronics stated:- 

"IBM is only a branch of the TBM World Trade Corporation. 
'They are  not an I d a n  company by any means. In  
today's context. the  manufacturing operations under TBM 
are those of a branch of a foreign company whereas w i t h  
regard to ICL there are two operations. The Marketing 



Wing of ICL is a subsidiary of ICL(UK) and is  registered 
as a n  Indian company with 100 per cent ICL equity. The 
ICIM (the International Computers India Marketing) 
which is running the manufacturing organisation i n  Poona 
is a n  Indian company with 60 per cent ICL shares and 
40 per cent shares fmm Indian equity out of which t h e  
major part, I think, half of that  40 per cent is held by 
public financial institutions. Therefore, these are  two 
separate companies and our view based on the guidelines 
was that ICL(1ndia) which is essentially a 100 per cent 
foreign branch should phase out its operations and transfer 
the manufacturing, that is there under them with regard 
to punch cards and so on, to the ICIM, which is an Indian 
Company. That is well within the guideline;." 

He added: 

"While IBM has reiterated that they will not be amendable 
to dilute their equity and that they will operate cnly  
with 100 per cent equity. ICL in all their discussions have 
~ndicated that they will be prepared to dilute the eqvit!: as 
per our terms here and go with the policies of the Govern- 
ment." 

744  In reply to a cl~iestion \iVhe;her IBM had agreed to  t h e  
transfer of t h e ~ r  mamttnance a c t ~ v ~ t ~ e s  to the Computer Mxntenance 
Corporation. the 11. ~ t n e s s  t a t e d  

"Across t!ict tsblc, they ha\.e not l a s e d  a n  objection 

In the c a e  ?sf tile ONGC con1puter. the?. ha\.e already signed 
a cont~act  that the .  wo~~lc l  train our people. With regard 
to  others. they \vould generally be n ~ i l . n g  to go by gov- 
crvirrr?! d~rct ' ions  in t h i s ~ c g n r d .  But presently. we have 
to niake sure that nlnintenance difficulties do not get  
amnlified " 

Training programme of IBM . ICL 

7.45. Tht i 'ui~tm~itce 's  attention \vas drawn to the follow~ng obser- 
vations conta~ned In the Annual Report of IBhl for 1974: 

"During the year. IBM continued to expand its efforts with 
minority agencies in developing and continuing manpower 
training programmes. Recognizing the over-increasing 
need to upgrade employment skills of d'sadvantaged 
people, the company has committed manpowcr and e q u i p  



ment to various local, regional and national programme. 
IBM personnel at all levels of the business are participat- 
ing in varied projects, teaching courses in computer opera- 
tion, programme, key-punching and secretariat skills deve- 
lopments. " 

7.46. It is understood that as a part of Customer Service, both 
IBM and IICL offered training programn~es for the data processing 
personnel of the user departments. In a note, the Department of 
Supply intimated : 

"As part of the terms of the agreement for hiring of IBM 
unit record machines installed in 1972, there was the 
following provision: - 

"IBX a: its discretion provides to its coustomers witholit 
c h a r s  its education, system engineering actitlities and 
programmes. At pre:ent IBhl is reviewing its customers 
assistance policy and may revise this policy. Such revi- 
sion could result in charps  to customers for certain types 
of education, system engineering activitie; a d  program- 
mes. In  the event of such revision, IBM will give the 
customers reasonable notice prior to the date such revision 
is effective as to thi. customer. Upon receipt of such notice 
the customer will have the right to cancel this agreement 
a t  any time prior to the effective date of the revision." 

7.47 The Committee tfpantcd to knoiv the number of Indians who 
had been trained by IBM in sophisticated technology and a t  what 
level. A representative of the Department of Electronics stated dur- 
ing evidence- 

"The traming by IBM of Indian personnel has bven a t  
different iet,el; twicallg they have been training pro- 
grammers and system analysts for all the user instal- 
lations and today IBM have about 144 instellat~ons in 
the country. T Carl make only a guess a t  this time; if 
one works on the basis of about 12 persons per installa- 
tion there ~hou!d be anvthing upto 2,000 persons who 
had been tralned by IBM. Apart from tha: there had 
been a few special training fellowship or  foundation 



grants which IBM have granted to some selected per- 
sonnel in the country; i t  may not be more than a d o z a  
persons." 

7.48. In  reply to a question whether we were largely depen- 
dent on IBM trained personnel, the witness stated: 

"The personnel trained by the IBM is only for their instal- 
lations whereas computers which we have installed in 
the Government of India Offices is a t  the Department of 
Statistics and there is a computer training centre. The 
Department of Statistics have trained over 500 person 
nel for using computers in Government. This apart 
ICL is training personnel various Institutes of Techno- 
logy also include training in programming and so on in 
their curricula. There are certain private organisations 
which offer training course like Datamatics Corporation, 
Computer training institute here in Dclhi, etc. These 
are all training courses." 

He  added: 

"In regard to training computer hardware design, it is 
essentially included in the post-graduate courses offered 
by the IITs a t  Kanpur, Bombay, Madras, Khargpur and 
also the Jadavpur University at Calcutta. They offer 
post-graduate courses in compuler hardware and soft. 
ware design. These arc the major training institutions 
in  computer hardware design." 

7.49. In the same context the Secretary, Department of Space 
stated: 

"I have been associated with the educational process in several 
of these sophisticated areas. some 8 or 10 areas. I t  was 
quite apparent to us that the University Research Centres 
in our academic insti tut~ons will receive a very wide 
variety of. computer knowledge from the simple operation 
of computers to the analysis to the date processing, to the 
systems processing and designing computer themselves 
The  University Grants Commission a t  that time took the 
view that there were small mush-room little groups like 
the  classes now in our country for training typists who 
train computer processors or programmers or operatcrs. 
We took a conscious step at that time that every univer- 
sity which gets grants from the UGC should set a trainine 



programme so ,that we have a national system and it is not 
depending entirely on the commercial process and accept 
a little training so that people can get jobs. tI think this 
has been fairly successful. There are a fairly large number 
of institubions in the country now which offer formal 
courses. For this purpose we, at the Indian Institute of 
Science, are running programme course in which t k  fees 
are very low. In fact we sometimes give scholarships to 
people and sometimes there have been complaints to us by 
the private bodies including the IBM, once or twice, that 
we are training such people and they are opposed ;to this 
kind of training. The answer to this is that we cannot 
depend on computer training being given by these private 
bodies because their purposes are quite different from our 
purposes. There is some consciousness about it and I hope 
as the system develops it would be a much healthier sys- 
tem. The I n s ,  two of them, have very good computer 
centres and Jadavpur is a pioneer, to some extent, in 
designing and development of computers in our country 
and we are fairly in close touch with the Computer 
Society of India, a professional body, which annually 
holds a meeting and discusses some of the problems, the 
utilisation including mal-utilisation of computers because 
the training of our young people is vital. I think there is 
a core group which is doing this." 

He  further explained: 

"Our national computer manufacturer which is a major one 
in our country. is beginning to play a very good role in 
this respect, in the computers which they are rnanufac- 
turing. They have contacts with all our educational insti- 
tutions which are using computers and these are joint 
programmes and seminars and workshops which they have 
organised too. This has been very important as a counter 
measure of having our own system growing." 

750. The Committee desired to know whether some special efforts 
hqd been made to have training institutes for the computer engineers 
and programmers and whether IBM had helped ua in this behalf. A 
representative of the Electronics Commission stated in evidence: 

"As far as training is concexned, we have comciously permit- 
ted the training in compu*.ers in some specialised areas. 



For example in the Jadarpur University, now we have 
started that. We are now putting up a regional computer 
there and around that a considerable amount of training 
programme is also being generated. The way we view 
training is like this, we do not think that the training 
should be given in a vaccum. We will only generate 
theoreticians. What we want to do is to put in certain 
facilities in some places as we did in the Indian Institute 
of Science in Bangalore. For instance it is now generating 

. computer engineers in fairly in large numbers. Similarly 
in the Tata Institute of Fundamental Research, there has 
been a traditional training in programmes which has 
generated the computer people at  all levels. This is what 
we are doing in a very conscious way and we are quite 
aware that (training is a very important aspect." 

7.51. Asked whether in the matter of training guidance of IBM or 
ICL, from whom all hardware had been obtained, was taken, the 
witness replied: 

"That is not quite true that we are only dealing with these 
two people. It  so happened that the IBM and the ICL 
have certain devices or training people because hardwares 
are provided for by them That is a kind of manufac- 
turer's training. Apart from that we do not think that that 
should be the only thing in the country. So, we have our- 
selves provided that in the sense that the country has put 
in its own effort in order to provide !hat training apart 
from the manufacturer's training." 

7.52. As to the nature of training imparted by IBM to Indian per- 
sonnel, the witness stated: 

"As far as IBM training is concerned, it has really to be viewed 
in two contexts--one is the training given to their own 
employees which, of course, they make use of and do a 
fairly good job of it. Of course, they provide only that 
kind of information that is required for them to carry on 
the business over here. In other words, their training pro- 
gramme is completely geared to their business interests 
and activities here." 

7.53. Adding further in this context, the Secretary, Electmnics 
Commission, stated: 

"There are two components to t h b - o n e  is the operation of IBM 
in thi8 country and the other is the operation of the IBM 



primarily in the U.S. and Europe where there are  major 
R & D (Research and Development\ facilities that exist. 
As far as this country is concerned. their programme has 
been very sharply focussed one relating to training the 
customer personnel in the use of equipment and software 
which ,they supply. Normally, the Customers training by 
the equipment supplier does not involve any broadbased 
training of manpower of what one might call 'national 
pool of manpower' in the sense that they have given us 
men here. For example the TIT provides actually the 
fellowship programming under which they do the fellow- 
ship programming to some in this country and some abroad. 
These have already really been, if I mav say so, the kinds 
of the  icing of the cake. The system that they have to sell 
as my colleague mentioned." 

, 7.54. The Committee enquired whether IBM wa5 running any 
trahaing institutes. To this, a representative of the Department of 
Electronics replied: 

"They do not have training institi-itcs But, they have certain 
centres of system research as they call i t .  xvhich thev have 
set up in various countries. They h n ~ . e  set u p  a centre 
for steel expertise in France. centre for en\~ironmental 
studies in Italv and so on. T h e w  are es~enti:illy pro- 
grammes where IBX? says 'J'ou a l l o u ~  us to import a 
computer and allow us to operate i t  here: we will help 
you in carrying out studim in vnrinus sophisticated areas." 

7.55. The Committee then wa~tec3 to know the details of similar 
facilities @ven in India. The Secrctarx.. Electronic Commission re- 
plied: 

"One has to be awfully cautious In 'his It is our concern in 
this country to have a self-reliant c:tpabil~tv and minimise 
our dependence to the maxlmum extent possible on these 
multi-national companies. As v o i ~  will appreciate. man- 
power is  the  key to the whole process. and therefore. this 
is a matter where we feel, one has to be somewhat cau- 
tious in terms of usmg the facilities set up by these com- 

1 panies, whether it is IBM or it is ICL When they train 
r people, it will alwavs he a slanted kind of training It 

will always be a slanted kind of training. It will always 
be a training which may, by external apparanccs ,  look 

t like a basic kind of scientific training, but i t  will all he 



related in some way or the other to the kind of equipments 
a which they sell, to the kind of further equipments which 

they intend to put in the market and to the kind of market 
which they wish to prepare for these equipments which 
they intend .to produce. Therefore, our thrust all along 
has been to use our own national centres, to use the IITs 
and institutes like the Institute of Science to train these 
people." 

7.56. The Committee desired to know whether maintenance acti- 
vities could be .taken over by the Computer Maintenance Corpora- 
tion without the help of IBM or  ICL. A representative of the De- 
partment of Electronics stated: 

"In the initial period, we will depend on persons with experi- 
ence in maintaining such systems. Today a large number 
of them are with IBX'I, and there are quite a number of 
them outside also, willlng to work with us." 

7.57. The Committee wanted to know i f  it wj!l be technically 
impossible for our own staff to train the personnel on IBM machines. 
The witness replied: 

"The Corporation personnel will be trained in one particular 
system at first and subsequently for more number of sys- 
'ems of the same type. The Maintenance Corporation 
engineers who had t h e ~ r  initial training from IBM. ECIL 
etc., will impart training v.ithin the corporation to other 
engineers. Tnitial training will be restricted to 'he first 
svstem of any type to come in where 2-3 engmeers will 
be trained by the manufacturers. Subsequently. a large 
number of people required xvithin the corporation will be 
trained by our ou-n engineers " 

7.58. The Committee enquired about the present strength of the 
trained personnel in the country whose services could b requisition- 
ed for the Computer Maintenance Corporation. The representative 
of the Department of Electronics stated: 

"There is a background to acquire the training capabilities in 
India itself. W a y  back in 1963 the ControIled Data Corpo- 
ration computer CDC 3600 was obtained by the Tata Insti- 
tute of Fundamental Research, Bombay, That organisa- 
tion itself underfook the maintenance That has been the  
one installation perhaps in the world where the user was 
very remote from the manufacturer. In fact, CDC has no 



&Ice in India and they are 7000 miles away, and the user 
maintained his own equipment. We have the expertise in 
maintaining such computers and to-day in the Govern- 
ment of India, there are ten Honey-well computers in the 
Department d Statistics and other organisations which 
are maintained by user engineers on the staff of the 
various installations using them. So we have a nucleus 
of trained personnel in the country in the various computer 
installations. The Computer Maintenance Corporation is 
still to start its operations, but we have empanelled a 
number of trained engineers who are very willing to join 
this corporation to make a start and as soon as we do this, 
we will train up other engineers with regard to the new 
systems that are to come in. . . 

With regard to the computers from the Soviet Union, our own 
engineers from the user agencies are sent to Soviet 
Union for .training on the Soviet computers that have been 
installed. A marketing organisation of the Soviet Union 
has trained our own engineers on these and we have a 
nucleus of engineers trained on these system. 

This is how we are building up and we do not anticipate 
any difficulty with regard to availability of qualified and 
very loyal engineers to take care of maintenance of 
these computers." 

7.59. The Committee were informed that there were about 400 
Indians in USA operation of IBM. Referring b3 these personnel 
the Committee enquired whether they were on complete loss to 
the Indian economy as they may not like to come back because of 
fantastic salaries paid to them. A representative of the Electronics 
Commission stated: 

"If they are only scientists we wmld not be worried much. 
They are brass-tack engineers who are in the production 
departments with high-level know-how. Now, they get 
on an average 25,000 to 30,000 dollars a; salary and, I 
do not think, if Electronics Commission of salary. We 
can only appeal to the national spirit of these pesple." 

7.60. Giving details of the Indians employed by LBM in U.S.A., 
a representative of the Ministry of External Affairs stated: 

"Well, there are a number of Indians in the US and there 
are various categories of status of these Indian-American 



citizens, green can3 holders etc. They have access to 
working in various Research and Development Organi- 
sations. Others are green card holders. On that basis, 
they have gut jobs in a number of IBM factories. There 
are some plants where there are a sizeable number of 
Indians working for IBM. We have been trying, as part of 
our general policy, to discourage brain drain and attract 
Indian talent in the United States towards more construc- 
tive cooperation with the counterparts in India by various 
means. It  is a complex problem. One suggestion that 
emerged from a conference which our Ambassador held 
in New York a few months ago and at which a large nwn- 
ber of Indian scientists and others working in .the United 
States were present was that Indians who live abroad and 
who for various reasons are unable or unwilling to come 
to India should be provided with certain incentives for 
visiting Indian institutions on a short-term basis." 

7.61. The Committee wanted to know if* these Indian nationals 
would be prepared to come to India if they get facilities here for 
their scientific activities. The witness stated: 

''There are a large number of Indians who are patriotic enough 
to come back if some procedures could be worked out at 
least for short periods including lecturers, etc.,, because 
they may not want to give up their good jobs there. It is 
a rather complex problem." 

7.62. The Committee enquired whether any attempt had been 
made to draw upon the Indian talent abroad par5cularly in the 
employ of IBM. The Secretary, Department of Electronics stated: 

"I think the question will have to be divided into two parts. 
Firstly, these are 'Indians who are working in India in 
these companies. From my personal knowledge, I think 
all of them-at least many of them-would work in an- 
other environment in the country once an opportunity is 
given to them. With regard to those who work abroad, i t  
will be very difecult to say because this is a geneal  pro- 
blem. There are people working not only in IBM but 
there are people working in Westing House and many 
other chemical Arms and so on. This is a general problem 
and one has to discuss about the brain drain and retrirn of 
Indians etc. 



7.63. The Committee learn thnt the Working 'Group on Cum+ 
puters, Controls and Industrial Electronics of the Task Force on 
Electronics and Communications of the Planning Ctrmniiss'on has 
estbnated that there would be demand for 800 sn1:t.l and mini- 
computers in the country during the years 1975476 to 1978-79. T h e  
demand for medium size computers according do the same estimate 
would be 208, whlie that for large computer installations 12. How- 
ever, taking into account the somewhat limited current awareness 
of how well the computer can be used for development and !be 
constraints on expanding this awareness, the Electron'cs Corpora- 
tion of India have estimated that the demand for conlputers in the 
small and medium class during the period 1974--79 will be about 
6.50 installations only. The Committee feel that projections for the 
future demand of computers should be based on more realktic con- 
siderations as any effort to evolve an  effective strategy directed 
towards self-sufficiency in the field of computers wo~drl be nvaning- 
less in the absence of a reliable qualitative and quantitatile eqti- 
mate of the demand that e s k t s  now and is likely to arise :n t h e  
country in the fumre. 

5.65. An analysis of the status of the computer industry in India 
and indigenisation capabilities reveal that the prcwnt indigenous 
effort in the product50n of computers is w r y  linxitcd. Currently 
th* only indigcnou\ comvntrr manufacturing programme in the  
country is that of the Electronics Corporation of India. who are at 
present mmufacturing only computers in ffhe mini and small range 
(TDC-12. TDC-312 and TDC-316). Althouqh c f r ~ ~ l o p n ~ c n t a l  work on 
a n~edium scale romputcr (TDC-322) is stated to ?)r in progress, ac- 
tual production is anticipated m l y  in 3 to 4 y c a n  time. The manu- 
facturing programme in ECIL b a n  in 1969, hut  till now, only 
some 60 systems have ben produced and instnlled. 

7.65. I t  is further seen that w e n  the present indigenolrs com- 
puter manufacturing programme i\ largely bawd on imported 
peripherals {input-output equipment) and componenk (such as 
semi-conductor devices, ferrite core memories etc ) Except for the 
sysuems engineering and design capability where indig~nisntion is 
stated to have been largely achieved, ECIL is dependent sign% 
cantly on imports for vital components and materials So far a5 the 
peripherals are concetnt-d the country has still to make consider- 
able leeway in indigenisation. 

7.68. Bharat Electronics Ltd., another public underiaking en- 
gaged in the manufacturing activitie3 rclating to computers is 



stated to have built up considerable competence and expertise in 
the computer and computi?~ peripheral area, both with regard to 
ind ienous  design and development activities a* well as production 
activity. Its present manufacturing activi:ies, however, are res- 
tricted to the manufacture of a limited numher of ICI. 1901-A eom- 
puters (only Electronics portion) under thd terms of an agreemmt 
wi th  the International Computers India.: 7Manvfacture Ltd., which 
is an ICL associ:: I:d compmy. The Government of India has so 
far  licenced ICI, for production of only 32 Nos. of 1901 svsttms. 
o u t  of which BEI, ha% already manufactured and wpp:ied 27 and 
would be making the balance, that i ~ ,  five, during the course of 
another year 

7.67 Keeping in view the large demand for computers and data 
procesing equipment as projected in the estimages for the Fifth 
and Sixth Plan intensive efforts require to be made to step up  the 
production of indigenous computer system. 

7.68 The Committee n o k  that the strategy developed for 
attaining self reliance in the field of computers has the foUowing 
four main c1emmts:- 

(a)  Ensuring that the direction and pace of advance of pro- 
duction capacity for computers and allied equipment, as 
also h e  nvailabirity of appropriate conlputational facili- 
ties both for direct use and for supporting the develop- 
ment of software tools are determined by national needs, 
priorities, and rcquircn~eats; 

(b) The Key-segments of the computer industry are  under 
na!lonal control and free from any monopolistic trends; 

(c)  That a viable indigenous programme of production of 
computer hardware and software is built up to meet 
rlat~onhl requirements and to generate suqduses for  
export; and 

(d) That over a period of time, a substantial p a d  of the  
technology needed for the design and production of sys- 
tems, sub-systems, components and mateAa1s and also 
the supporting software is generated through indigenous 
research and dcveiopmentt what is more, that such tech- 
nology will be appropriate to our nerds and over a period 
of time become contemporary in terms of international 
availability. 

7.69 Tho Committee also note that the Technology Develop- 
meslt Council of the EIec(bnics Commission has funded a number 



-. 296 

of recpearch projects in R & D laborsrtories like Tata Institute of 
Fundamental Research and two production units like ECIL and 
BEL to  develop CPUs, Software and peripherals for manufacture 
of small and medium-sized computers. The Bharad Electronics and 
IIindustan Teleprinters are understood to have developed, on their 
own, prototype of certain peripherals such as paper tape readers, 
paper tape punches and matrix type printers. The Department, of 
E lachn ics  has also given design and development grants to BEL 
through the Technology Development Council, for the design and 
development of more sophisticated paripherals like Card Readers, 
Line Printers and Magnetic Tape Transports. 

7.70. Certain indigenous manufacturing firms in the private, m- 
tor who have the capabi3tb of undertaking design and development 
activity in the field of computers have also been identified and the 
question of utilising them for this purpose is under consideration. 

7.71. The Department has finalised the proposals to set up the 
Semiconductor Corporation for making large scale integral circuits 
indigenously in the puhlic sector. 

7.72 The Committee note that there has been phenomenal in- 
crease in the Scmiconduc:ior Industry and that already large scale 
integrated circuits are available which incorporate as man? as 
20,000 transistors, diodes and other elements on n single chip Tech- 
nology is stated to h a l e  been developed elsenhere in the world 
which can bring product into the markets h a ~ i n g  close tci 100,OC,'? 
transistors, diodes and such other elements on a single chip within 
the next three years. Several companies abroad are in advanced 
stage of research for putting a million gates on a chip. 

7.73. The Committee note that according to the Departmmt of 
Electronics, requirements of large sized computers, and some w 
phisticated peripherals and components would continue to be met 
by imports even after thc Fifth Plan period. 

7.74. The Committee would like to point out that technology in 
computer industry has been growing at a fa\t rate and that even 
in terms of sub-systems, technology is available from a very large 
number of sources. For example for CPU, it is u~ttlerstood that there 
are  a t  least 40 independent manufactr~rers from whom technology 
could be bought and for peripheral units the number i\ twice as 
large. 

7.75. The Committee also note that according to the Depart- 
ment  "in the  computer industry, there is no such thing as exclusive 
knowhow for which alternatives do not exist." 



7.76. The Committee feel that broadly speaking the approach of 
the  Department of Electronics is on the right lines. What is re- 
quired is the -bound  and achievement-oriented action. Apart from 
the need for setting up  the Corporations in the public sector for 
manufacture of Semiconductors and Maintenance of Computers, it 
is imperative that a close and integral link with the  Electronics 
Corporation of India-the pioneer in the field--4s constantly main- 
tained. 

7.77. The Committee understand that after an extensive malysis 
about the kind of computer technology which was relevant to the 
Indian conditions, the Information, Plan~ling and Analysis Group 
of the Electronics Commission has come to the conclusion that 
about 75 per cent of computer capacity requirements of the  coun- 
try could be met through mini-computers and mini-computer net- 
works and the remaining 25 per cent through maxi-computers. The 
Department of Electronics has accordingly been directing lits efforts 
towards establishment of a mini-conlputer industry in the country 
and an active promotion of applications for introduction of mini- 
compu:ers in various sectors relevant to national development. The 
total national denland of around 400 mini-computers by 1978-79 is 
expected to be met through indigenoub production. How this target 
of production \ \ i l l  hc reached is however not clear. as presently 
only some applications from the prospective entrepreneurs for 
grant of industrial licences have been received and are being pro- 
cessed. Since mini-computers are to 'be used for a large proportion 
of our computational requirements in future and they can very 
well replace the oid and obaolete IBM 1401 n~achines etc. the Com- 
mittee desire that the Department of Electronics should work out 
time-bound schedules for creating the necessary infra-structure for 
the production of these computers. 

7.78. Another important area where attention has to be paid is 
the development ol computer software. A great deal of software 
has to be geuernted for a variety of computer applieadions, parti- 
cubarly using indigenousry manufactured systems. The software 
generation also involves highly skilled manpower. whic:~ is abun- 
dantly available in the country. Moreover because of the availahi- 
lity of skilled labour, this activity is eminently suited for export 
promotion. The Committee are giad that the Department of Electro- 
nics is fully conscious about the potentialities of softu-are export 
from this country and they have already initiated action in various 
directions for software development. According to the Secretary, 
Department of Electronics, the problem was not so much of deve- 
lopment of software as of finding the right marketing outlets The 



Commitltee would like the Department of Electronics to sustain its 
edPorts till success is achieved. 

7.79. For attaining the goal of self-reliance in the field of com- 
puters, the Committee feel that there is need for intensifying Re- 
search and Development. I n  this behalf a threefold approach fs 
called for: 

(i) There should be clear demarcation of duties and res- 
ponsibilities. a major share being given preferably to 
R&D Sections of the production unit concerned. 

(ii) There should be closer coordination between ![he scientists 
and technologists so as to achieve viable production in 
the quickest possible time. 

(iii) Those concerned with RBLD may hold periodically a work- 
shops meeting where techniciansiscientists concerned 
should present facts and prohtypes etc. to bring out the 
precise progress achieved. 

To this meeting could be invited directors of manufacturing 
units in public s ~ c t o r .  Research Institutions e!c. so as to 
facifitate an objective and meaningful reviow of the 
progress made and to throw up concrete ideas to speed 
up  progress. 

7.80. The Committee recommend that Governnwnt 4hould draw 
up a plan outlining the general strategy for self-reliance in computers, 
and in particular, the manner in which it is proposed to meet the m t i -  
cipated large requirements of mini-compubrs. In this context. the 
Committee note that as at presient the mannfactare of mini-comp~tters 
would mostly he an assemhly operation, since such itoms as memory 
cores, integral circuits. peripherals etc. are to be imported. In the 
circumstances it is of the utmost importance that thcrth should be 
a well thought out programme so that only the minimum number 
of units for whom work on long-term basis would be available are 
set up. The Committee would like Government to consider whether 
i t  would not be better in the cirsumdances, that the manufaclllrc 
of mini-computers ic developed either as a subsidiary or ancillary 
activity of the well established public sector units already in the 
field. The Committee need hardly point out that it is only after the 
essential components like memory cores, peripherals, soft-ware, ctc. 
are developed and manufactured in adequate quantities and made 
a v d h b l e  a t  competitive prices so that small units in the cooperatives 
o r  pivate  sector can be expected to undertake manufacturing acti- 
vity in a mat#rningful manner. 



7.8L The Committee would like Government to go into all a s w b  
of any foreign collaboration propmals which may be received includ- 
ing the reported tie-up between Burroughs and the Tata Consultancy 
Service. Government should ensure that no foreign company 
secures a position in the field of computers either on its own or in 
collaboration where it could dictate its own terms or even remotely 
pose a potential security risk. 

7.82. The Commitfee have been informed that the Computer 
Maintenance Corporation is being set up under the Department of 
Electronics with headquarters at Hyderabad and branches at 
Bombay and Delhi. The objectives of the Corporation include inter 
alia system engineering, installation and maintenance of data corn- 
munication and terminal equipment, planning, coordinating and 
implementing the national effort on computer aud associated equip 
ment maintenance, providing a central repository of computer spares, 
materials, etc. 

7.83. The Committee feel that there has to be n built-in link 
between the Computer Maintenance Corporation and the Electronics 
Corporation of India which is the principal public sector undertak- 
ing and has already manufactured and put into ssrvice about 60 
computer& 

7% The ~omrhittee note in this context that while the Electro- 
nics Corporation of India Ltd., is working under the administrative 
control of the Department of Atomic Energy, the Computers Main- 
tenance Corporation would be working under the Department of 
Electronics. In this context, the Committee would like to draw 
attention to the recommendations made earlier by the Estimates 
Committee in their 66th Report (Fifth Lok Sabha) and re-itemted 
by them in their 85th Report (October, 1975) that Government 
should consider the question of tran-g the administrative 
control over the Electronics Corporation of India Ltd. from the 
Department of Atomic Energy to the Department of Electrodes 
Tbe matter is understood to be still under the consideration of 
Government. The Committee feel that if both these Corporations 
(Computer Maintenance and Electronics Corporation) are brougbt 
under tbe administrative control of the Department of Electronics, 
it should be possible to foster an integral linkage from the rery 
inception. Thfs Gould be in the interest of avoiding overlap and 
ensuring proper distribution of duties and responsibilities. 

7.85. The Committee understand that while no dil3culties were 
anticipated in taking over the maintenance of Computers from 1C4 
430 Ls.-20. 



tbe talks had not yet reached the conclusive stage in respect of 
IBM. The Committee would like these matters to be finalised at 
the earliest. the arrangement should be such as to ensum a smooth 
transition so that the users can be assured of uninterrupted and 
&dent maintenance and servicing of the existing computers 

7.86. The Committee urge that the Department of Electronics 
should work out the requirements of twhnieal personnel to match 
the manufacturing programme envisaged for the computer industry 
during the 5th and 6th Plan periods. This perspective plan should 
cover both the immediate and future requirements yearwise so aB 
to provide a fair guide for development of training facilities in the 
requisite fields Persons required for b a t i v e  leadership in this 
important tedmology may be got trained in consultation with the 
Department of Science and Technology in the Indian Institute of 
Technology, research institutions and universities. There should 
also be programmes for training of shop floor personnel in conjunc- 
tion with the Electronics Carporation of India, Bharat Electronics, 
Computers Maintenance Corporation etc. I t  should go without say- 
ing that the training programme should be suitably designed and 
improved continuously in the light of experience. 

7.87. Now that the country is going forward with a sheable pro- 
m e  for computer manufacture, every effort should be made 
to publicise the new opportunities of work, so that some at least 
of the talented Indians working abroad could be attracted back to 
patriotically-motivated employment at home. Government should 
also consider ways and means of attracting those who are highly 
drilled in the field to come at least for a specified d u r n h  and to 
a8sist in the research and development atlort in the critical areas d 
peripherals, soft-ware e tc  

7.88 The Committee recommend that, as indicated e u l k ,  Cov- 
unment should work out a comprehensive policy for self-reliance 
in the computer a d ,  mentioning in particular how the reqakments 
for computers in the Fifth Plan, specially of minicomputers, nra 
Proposed to be met. This, it is suggested, may be laid before Parlia- 
ment in a white p a w  within a period of dr montb d the p-n- 
ttion of this Beport. There might then be a pointed and parpora 
fd national debate on the subject 

April 27, 1876. 
~ccistakhcr 7, 1898 (S) 



APPENDIX I 
(Vide paragraph 1.18) 

Questionnaire issued on 12-12-73 

1. Please furnish a statement showing the purchaselhire of 
computers and other electronic data processing/accounting machines 
and accessories, equipments, stores etc. by the var i~us  Ministries1 
Departments during the last 10 years indicating against each item, 
inter-alicr, the following: 

(a) Date of purchaselhire. 

(b) Source of purchaselhire (details of the firm whether in- 
corporated in India or outside to be indicated). 

(c) Whether any competitive tenders were obtained? If not, 
the reasons therefor. 

(d) Who initiated the idea first and who negotiated the deal. 

(e) Purchase pricelupto-date hire charges paid. 

2, (i) Please state whether the purchaselhire had to be normal- 
ly done through the DGS&D. If so, please furnish the details of 
purchaselhire done directly by the MinistriesJDepartments and the 
reasons therefor. 

(ii) If any special relaxation of the pwedure was necessary for 
the direct purchaselhire, please state whether such approval of the 
competent authority was obtained in all cases of direct purchases. 
The details of the cases in which this was not obtained may be in- 
dicated. 

3. (i) Please state whether the terms and conditions of the 
agreement entered into by the various MinistriesIDepartments cqn- 
formed to the standard terms and conditions. Please 'indicate the 
special features of the agreements duly supported by copies of the 
agreements and the justification thereof. 

(ii) Please state whether legal opinion was obtained before 
6naliaing the agreements. 

301 



4. (3) Please state whether the purchase price qr the rental, as 
the case may be, was expressed in terms of foreign currency. If so, 
the details of such purchaselhire may be given. 

(ii) Please state whether in such cases payment had been made 
4x1 t e r n  of rupee. If so, what was the upto-date extra payment on 
account of devaluation of the rupee in 1966? 

(iii) Please state whether in cases where enhanced payments was 
made on account of devaluation the equipments were imported 
prior to devaluation or were manufactured indigenously by the 
supplying firms. If so, the details thereof may be given. 

5. Please state whether the agreements entered intq with the 
supplying h s  provided for unilateral rise in pricejhire charges by 
the suppliers. If so, the details thereof may be given indicating the 
following: 

(a) Item-wise increase in pricelhire charges. 

(b) Date of such increase. 

(c) Extra payment made on this account upto-date. 

(d) Justification for the increase. 

6. In regard to cases of hire, please indicate the basis for the 
fixation cd hire charges. Please also indicate how the upto-date hire 
charges paid in each case compare with the cost of acquisition at 
the time of initial hiring. 

7. In regard to purchases, please indjcate how the purchase price 
was determined. Please furnish the details of the purchase of 
items imported by the suppliers and the purchase price paid. In 
these cases what was the actual value declared to Customs at the 
time of importation by the suppliers? Was this checked up before 
making payments? 

8. In the case of imports by the suppliers, whether the value 
adopted for the purpose of levy of Customs Duty was different from 
that given in the Bills of Entry? If so, the details thereof and the 
basis for the deterrninatiw of value by Customs may be indicated 

9. What was the total amount of foreign exchange released to 
the various Anns operating in India dealing with the cornputem and 
other electronic data processinglaccounting machines during the 



last 10 years? Please state whether these companies were allowed 
to repatriate the profits out of India and if so, the total amount re- 
patriated during the last 10 years? 

10. (i) How were the above firms assessed to incometax? 
('ii) Whether the difference between the cost of imports and the 

sale price of items dealt with by these firms was taken into account 
while determining the assessable income? 

11. What was the justification for the purchaselhire of cornputera 
and sther electronic data processinglaccounting machines in respect 
of each MiriistrylDepartment? Please state whether there was any 
job analysis and assessment of work load before acquiring these 
maching and what was the capacity of each machine acquired. 
Please also state whether the results expected were in fact achieved. 
If so, in what manner? 

12. Please state whether the Inter-Ministerial Working Group 
which was set up in March, 1973 by the Department of Electronics 
to go 'into the reasonableness of the prices charged by the IBM has 
submitted its report and if so, a copy of the report may be furnished. 



(Vide paragraph 1.19) 

Questionnaire issued on 2,7-7-74 
(i) In regard to purchase, please indicate how the purchase 

price was determined. Please furnrish the details of the purchase of 
items imported by the suppliers and the purchase price paid. In 
these cases what was the actual value declared to Custqms at the 
time of importation by the suppliers? Was this checked up before 
inter a h ,  the following: 

(ii) In the case of imports by the suppliers, whether the value 
adopted for the purpose of levy of Customs Duty was difl'erent from 
that given in the Bills of Entry? If so, the details thereof and the 
basis for the determination of value by Customs may be indicated 

(iii) What was the total amount of foreign exchange released to 
the various firms operating in India dealing with the computers and 
other electronic data prqcessing)accounting machines during the last 
ten years? Please state whether these companies were allowed to 
repatriate the profits out of India an? if so, the total amount repatri- 
ated during the last ten years? 

(iv) (a) How were the above firms assessed to income-tax? 

(b) Whether the difference between the cost of imporb 
and the sale price of items dealt with by these 0rmn 
was taken into account while determining the assemble 
income? 

(v) Please state whether the interMinisteria1 Working Group 
which was set up in hhrch, 1973 by the Department of ~lectronica 
to go into the reasonableness of the pt'ices charged by the IBM haa 
submitted its report and ii so, a copy of the report may be furnished. 

(vi) (a) Please state whether the workload and the purpose for 
which computers or other electronic data processing1 accountin# 
xmchhs were purchased w e n  determfned. 

(b) if ao, please give details. 
(c) if not, thc reasom thenfor? 



(vti) (a) Flew give details qt the savings in wages effected as 
e; result of the acquisition of these machines by the Government De 
partaenta. 

(b) What are the other advantages, if any, accrued as a result 
of installation of such machines? 

(c) Please also indicate the actual location of the machines. 



(Vide paragraph 2.7) 

Statmdt giving datPrils of the data processing equiymenr ucqtiied by dri7erent C w t .  qmcies 
a d  the applications for which rhey were a c ~ ~ i r c d  

M'nistr~/D:pxtrnent Details of equ'pmcnt Applic~tic ns tr~vi:i gt d 
acqured. at the time cf Computeri- 

sation. 
I a 1 

I. Depdrtment of S p w  

Vikram Sarabhai Space Centre 

Minsk-I1 Scientific applicatirr8 
IBM 360144 Research rnd f i e lop-  
TDC- 12 mcnt. 
Addl. units for systcm 

360144 
IBM 0514 Reproducer 
IBM 024 Card Punch-6 
IBM oa9 ( ~ 2 2 )  Printing 

and InterprmtmrcCard 

fnd;qn Scientific Satellirt 
PPject 

Punch- f7 
- 

IBM 056 Verifier-6 
IBM 082 Sortor- I 
IBM oo66Crll.itor- 1 
LBM 0407 Aocounting 
M ichine- I 

IBM 0447 Accounting 
Mlchine- 2 

Physical Research Laboratory FM- 1620 
BM- 360144 

8 .  Minimy of Rcrilcpqs 14 Nos. TBM 1401 
Systems. 

Zml l  Ylilways & Production 
Units. 

Design & Fahricatirn of 
Satellites. 

Scitntific Rc scr rch 

(I) Tntrmp.1 chrck erd 
accounting P f  passt ngrr 
fares and freight trefIk 
revenu. s ; 

(2) Passenger and gac& 
revenue stati~tics; 

(3) Fuel Accounting; 

(4) Opernting Statistics; 

(6) Stnrcs rcccrttnth~ and 
inventory ccmtd; 



(8) I n t + u n g e  and 
accsuntlng of rolling 
st ~ k s ;  and 

(9) Preparaticn of shun- 
ting orders of incoming 
a?d out inqtrains a t t h  
Mugh~fiaral Marsha- 
lling Yards; 

(10) Linking of Loco 
coal Wagons. 

3. Mi~try of Tourism & C i d  IBM 360/94 Clrnput-r CAlc&on and analysi* 
A v i d  IBM 029/&2 Printing of metecrclc era1 

Card Punch. IRM ot g /  data 
A 12 Non prlnting Card 

(17 Indian Mteorological Punch IBM c i 5 6 ~ 0 1  
Dzpartment Alphamer;~ Verifier. 

( i i )  Dy. Dir:ctsr 0 -n - ra l  of IBM 329 /A 22 Printinq Punching and vedica- 
ohervatorier Climatology, Cnrd Punch. IRM tqon of rnc t co rc l~g i~ I '  
Poo na oS6/ooI Verifier. data for the Clirnatolo- 

&a1 records. 

(a Indian Airliner 2. Nos. IBM 1401 ( I )  Advance Rcaervat;cns 
systems. (2) Inw ntcry of Stercs 

and Spares. 
(3) C m c r c ; n l  Stafist; a. 
(4) Billingfor Credit Sales 
( 5 )  Control omr Reelise 

tion of book Debts 
(6) Revccu. Acccunting. 
(7) Pey Ra 11s 
(8) Penrmnel Inf~~nnation 
(9'1 R-tabla CC-ntrr 1 ( ~ n d e ~  

irnplcmtntaacn). 

(id Air India I m  1460 aptem . (I)  Preparation of t;me 
B m ~ d  sratrment ruth 
as in terhe  bills pay 
rolls etc. 

(2) Reparation of various 
repcrts fcr use by 
mricus lcw Is of 
Management. 

(17 R : g i m r G a e r s l o f  India . I3V r im hmputer 
XRM Tabula- 1 
IRM S m v -  I 
ICL Tsbulator- r 
ZCL S a r t r r e  4 
ICL Repro&ccr- I 



(iii) Soient'fic and. Engi- 
neering CompUtatWnt. 

C e d  Bureau of Investigatioa IBM 402 Acssuntkg Maintenance of Crimr 
Machine records. 

IBM 548 Interpreter 
IBM 082 Sorter 
IBM 056 Verifier 
IBM 024 Auto Punch 
LBM 72 Electric m e -  

writer 

IBM- 1620 Computer (17 Bulk data proccsabg 
IBM -082 S o r t s  - I  and statkical analpsi8 
IBM -1316 Disk Packs for various type8 of 

-10 censuses and surveys. 
1RM-056 Verifier-I 

(ii) Econmetdc annlysi8 
and solution af plenninp 
models. 

{,-) Computer Ca t re ,  New Delhi IBM Punching and 
Vcr~ fy ing Machines-24 

'it? C :ntr?l s t  ~tist'calOr$m:sa- ICT Tabulator- I 
tion, ~ ~ l c u t t a ( I . ~ .  Wing). ICT Sorter- I 

IBM Accounting 
M  chine-2 

IBM ORz Sorter-I 
IBM-5x4 Reproducing 

Punch-r 
IBM-Numerical Card 
Pun ch-5 

IBM-Num-rial Card 
Verifi-rs-5 

TCL - Programme Board 
PunJ1-6 

ICtPmgmnme Board 
Venn-r-3 

1CL C3llrtor-I 
7. Mbdmy 4 Co-0 

Cii) C41ef C jntroller of 
Imports & Exports. 

(17 Bulk data procrrsing 
applicsticna. 

(ii) Perscne.1 Records. 
(iii) Scientific Engirecr- 
rng. & Stetistical sppll- 
auons.  

Tabulation work relating 
to Annual S m T  
of Inductden. 

~ e c h r n i d  ampimion 
of Trade Statistics. 

(0 Depn. of Cxnmercirl InteUi- ICL -punches 
gaicern3 S W a  ICL-Verifiers 

ICL-Tabulatcn 
ICL-Sorta 
ICL--Collator 
TBM-Tabalr*DL 
IBM-Sultn 
1BM-Re~~cd~cer  
IBN--Collator 
IBM-024 loox Mechanical Corn 

Alphamtric Card P w r h  of Import 
'itrtisticr. IGL os4,wr 

!iz2 
Numeric Cad Punoh-4 



IBM-o56/po1 Alphameric 
C s  i ver~fiers-3 

IBM-Card C dlator-I 
IBM--o56loot Numeric 

C trd Verifiers-+ 
IBM-Card Sor ter-t 
IBM -Accounting 

M~chines-z 
IBM -Alpbitetic Inta- 

pretor-I 
IBM --Reproducing 

Punch-r 

filllot 233 Dig~tal Corn- Scientific &Rcsearch 
put in^ system and Development. 

1B.M--C?rd Punch 
IBM-Key B~ard Verifier 
IBM--Cud Sorter 

IBM-02; Punc'ler-13 Preparation of R e m a  
1B.U -536 Verifiers--12 accounts in respect of 
1B.M-422 Sorter-5 Telephom. T* d 
IBM -382 Sorter-5 Telegraph ~ v W  
IBM--077 G~llator- I 
1B.U -514 Reproducer- I 
1B.U -502 Cdculator-1 
IBM -447 Accounting 

.biachine- I 

( f i  C:ntrd Sdes Unit ICL D ~ t u  p r ~ ~ e s i q  Mechrnisuion of mp.- 
C = : d  Bream Service Machines. tine WJ-• 

(3 Audience Rewash Udt  IBM-Accounting Tabulation wotk r e k t 4  
M1~hine-1 to Audie~~s Ressrrch 

I BM-Sottec-I Units. 
IBM Cud PuPch-t 
IBM-Ver&rs--3 



(ii) Union Public Service Corn- ICL-Punches-8 Mechanisation of w o r t  
mission. ICL-Verifiers-6 relating to varicus exa- 

ICL-Sorter minaticns. 
ICL-Tabulators 
ICL-Reproducer 

11 Directmars General qf 
Sugpliac t9 Disposah 

IBM-Punches-5 Proces~inp, of DGS&D 
IBM -Verifiers-4 p u r d ~ s e  data. 
IBM-S orter 
IBM-Tabularor 
IBM-Reproducer 

r j .  Daptt. of Defcmcc Production 
( H  envy V ~ W J  Factory A v d 3  

IBM 1401-H system I. Inventory Planning & 
IBM-ozq Punches-4 Control 
IBM-056 Verifiers-4 2. Production Planning 
IBM-082 Sorter-3 3. Pay Roll accounting 
IBM-Interpretor 4. Gar accounting 
IBM-Reprodurn 
IBM-Collator 

14. Minirtty of Irrigarbn and 
POwstS 

(i)  Central Watt: & Power IBM-o29/& Pun- Cornputatit rial Work 
C~mmission (Power Wing) J e s - 2  

(h') Czntral Water & Power IBM-o29/& Processing of Hydrolcgi- 
C ,miss ion  (Water Wing) Card Punclles-2 cal and other data. 
Statisrici Pirectorate IBM-o56/oo1 

Verifier-I 

Cii, & ~ t r a l  Water and Power IBM 029/hZ Computational work. 
L a r c h  Station Poona Card Punch-I 

15. Deptt. o j  Sew& & Technology 

( i )  C-ntre for Survey Training IBM Card Punches-2 Modertfisation of Survey 
on1 MQ Production. IBM Card Verifier-I t e h g u e s .  

HP 9101 - Memory Ext- 
ender 

Hemictt Electronic 
CJculatc TS 
WIIJ Electronic Cord- 

nate Printer. 

(ii) Geodetic & % m c h  Branch. IBM Cud Punches-4 Qmputotionoi work. 
Survry of Indm IBM Verifier-I 

16. Ministry oj IndvrnicJ Dnrclop- IBM Card Punches-z Input doto Preparaticn. 
~t IBM-Veriba-I 

D. G. T. D. 



APPENDIX IV 

(Vide Paragraph 2.8) 

Replies of Ministries/ Departments about the rationale for theft 
4 decisions to instal computers or data processing equipment 

Department of Space 

(A)  Vikram Sarabhai Space Centre, Trivandruna 

"With the recognition I$ the Thumba Equatorial Rocket Launch- 
ing Station as a U.N. sponsored international sounding rocket faci- 
lity, it became necessary to have a computer to handle prelaunch 
and post-launch computations for sounding rockets launched from 
there. The Hydrometeorological services, U.S.S.R., gifted in 1962 r 
Minsk Computer to TERLS for the purpose. With the increased 
number of launchings from TERLS, in 1969, it became necessary to 
expand the system with additional equipment. 

The Vikram Sarabhai Space Centre is the National Centre for 
research and development in the field of space technology. In the 
course of its research and development activities, it has to handle 
various types of problems in aero-dynamics, structural engineering, 
propulsion cwtml  and guidance systems etc. which can be tackled 
only with the help of computers. Upto 1971, the Space Science and 
Technology Centre (which has now become part of VSSC) had to 
make use of the CDC 3600 computer system at the Tata Institute o t  
Fundamental Research for tacklinq such prablems in the course of 

' its activities. With the increase in the activities of the Centre and 
in the complexity of problems i t  had to tackle for various projects, 
it became unavoidable that the Centre should acquire its own com- 
puter system and hence a decision was taken with the necessary 
clearances from Member for Finance, Department cf Atomic En- 
etc. to purchase an IBM 360144 Computer System. 

As the activities at the Centre increased, the computer was un- 
able to cope up with the computational requirements and had to be 



apanded twice, once in 1R4 and for the second time in 1975. With 
this the system would have ,been expanded to its maximum capacity. 

A TDC-12 computer was originally obtained for a special data 
acquisition and retrieval research project. After the completion of 
the above project the computer was shifted to Sriharikota Centre 
and has been fully employed for telemetry data acquisition record- 
ing and quick look analysis for Aryabhah" 

(B) Indiun Scientific Satellite Project (ArYabhata) 
"Dedicated and transportable computers with &16K memory are 

necessary to process the telemetry data used for checking and 
testing the various electrical and electronic sub-system of a satel- 
lite during fabrication and before launch. Where there are two 
telemetry channels, as will be the case in the second satellite to be 
launched by 1977-78, it is necessary to have two computers one for 
checking out the low bil rate telemetry and the other for check-out 
of high bit rate telemetry. 1It was decided to purchase the indi- 
genous TDC-12 of ECIL (8K memory)-for low bit rate telemetry 
check-out and PDP-11 (16K memory) of the Digital Equipment 
Corporation U.S.A. for its portability as it had to be taken for pre- 
launch checksut of Aryabhata at  U.S.S.R. In the case of the 
second satellite the TDC-12 will be used for low bit rate telemetry 
and PDP-11 for high bit rate telemetry." 

(C) Physical Research Lcrbotatdry 

"In 1962-63, a Computer Centre was established in the Physical 
Research Laboratory for providing computing support to the re- 
search of the Laboratory. Training in computer applicatims like 
programming, business applications, programme writing, debugging 
and computer languages were also organised. This Centre was 
equipped wih an IBM-1620 data processing system. 

The laboratory is required to tackle several problems during the 
course of its research activities, which can only be solved with the 
aid of computer. During the Fourth Five Year Plan period, the 
laboratory expanded its activities substantially in the flelds of C O ~  
mic ray Physics, Electronics, Space Physics, Theoretical Physics, 
Theoretical Astrophysics, Solar and C d c  Radiation, Astronomy, 
Eigh Atmosphere Astronomy and Radio Physics. It has since taken 
up research work also in the fields of Plasma Physics, Geocosrno- 
physics, Archaeology and Hydrology. Over the years the computa- 
tional requirements to support the expanding research activities in- 
01pased considerably and it was decided in 1971, with the approval 
of Member for Finance, to procure an IBM. 360144 as by then it wsu 



found that the IBM. 1620 inspite of working a t  full capacity (20 bra 
per day) could not cope up with the requirements sf the Centre. 

With the increase in the research and developmant activities at 
the Space Applications Centre, Ahmedabad, as a result of undertak- 
ing the Satellite Instructional Television Experiment and Research 
and development in the !important fields of remote sensing and 
meteorology, and Satellite Communicatiqns the demand for com- 
puter time from Space Applications Centre for both off-line and on- 
line usage increased considerably. At the same time in Physical 
Research Laboratory itself, new research groups came up requiring 
more computer time f w  the institution itself. The capacity of the 
IBM. 360164 system acquired in 1971 was not equal to meet these 
and various other demands. Two expansions, one in 1973 and the 
other in 1974 had to be sanctioned with the approval of Member for 
Finance, Space Commissic+n." 

Ministry of Tourism and Civil Aviation 
(A) India Meteorological Department 

"The computer was installed to meet the commitment of Inda 
Metmrological Department with regard to the establishment of a 
Regiqnal Meteorological Centre (RMC) at New Delhi under World 
Weather Watch programme of the World Meteorological Organisa- 
tion (WMO). The need to install the computer with reference to 
the project, as explained in the EFC memorandum submitted in 1967, 
is given below : - 

'The time limits prescribed by W.M.O. for the preparation of 
analysis and prediction charts have been designed to pro- 
vide the maximum benefit to different user interests, such 
as, aviation, shipping, etc. If prediction changes do not 
reach the user interests in time, the very purpose of 
prediction is defeated. On an approximate basis, it has 
been specified by W.H.O. that the distributiqn of charts 
(analysis and prediction) from RMC should be completed 
within 5 hours after the time of observation. 

To achieve the speed of dissemination of processed informa- 
tion as envisaged by the WMO it is imperative that 
machine methods i$ analysis and prediction with the help 
of an electrorric computer, are employed. The major 
objective uf this scheme is, therefore the introduction of 
methods of analysis and prediction, with the help of an 
tlectrlulic computer at the proposed E.M.C.' " 



(B) Indian Airlines 

"Indian Airlines first went in for mechanisation in 1%0 when 
Unit Record Accounting Machines were installed. In 1967, Indian 
Airlines installed their first computer to replace the Unit Record 
Accounting Machines. Subsequently, a second computer was in- 
stalled 'in January, 1972 for augmenting the capacity. Both these 
computers are of IBM 1401 Model. 

The basic philosophy on which Indian Airlines have judged the 
need for mechanisation has been that any job that could be done 
manually within the given time span should not be mechanised. I t  
was also ensured that no staff are retrenched consequent upon 
mechanisa tion." 

The change-over from the Unit Record Accounting Machines to 
the computer became necessary as the Unit Record Accounting 
Machines were slow in processing the data and could pot meet the 
requirements of Production Planning Control, Sales Promotion 
through Market Research, Efficient and Reliable Advance Reserva- 
tion System, Quick Turnover of funds through Credit Control en- 
suring xdnimurn Inventory holding through Inventary Control 
methods, and so on." 

(C) Air India 

"Air India is an international airline with world-wide operations 
involving carriage of tr&c on a variety of fares, sectors and routes. 
Air India's tickets are endorsable on other airlines and vice-uersa 
and there are traffic pool arrangements with a number of other air- 
lines. With such a nature of operations i t  is essential 'to have a 
reliable mechanised data processing system to enable provding 
facts and figures, accounts etc. according to a reasonable time- 
schedule. It  is against this background that computerisation has 
been resorted to in Air India." 

"This I ' M  1460 computer system was installed in Air India in 
1965. At that time, a number of accounting applications were being 
processed on the Unit Record Data Processing Equipment which 
were becoming inadequate to handle the growth of the volume of 
work involved. Besides, there were constant demands for enhancing 
the scope cif automatic data processing techniques. The need rose, 
therefore, for a faster and larger facility to handle data processing 
techniques. The need rose, therefore, for a faster and larger faciuty 
to handle data processing requiremenb of the Corporatfon, 



involving large volumes of input/output data. The IBM 1400 series 
of computers, then available in India, adequately met these requir- 
ments and there was not much of a choice in terms of different 
hardware available in the country at that time." 

Department of Personnel & Administrative Reforms 
(A) Union Public Service Commission 

"With the independence of the country in 1947 there was all round 
increase in the work in this office, especially for holding the Exami- 
nations on regular basis as well as for the recruitment to various 
posts by selection. All this had to be organised in a systematic way 
for which large number of jobs were to be produced speedily as 
well as according to strict schedules. I t  was felt that the entire 
work could not be done speedily and adhering to time schedule if 
attended to manually. A very modest start was made in August, 
1948 when a very small Section of. the Unit Record machines on an 
experimental basis for a period of two years was set up in this office 
by having one tabulator and one sorter on hire and maintenance 
basis and by purchasing two punches, two verifiers and one Alpha 
typewriter. In the beginning it was envisaged that only certain 
important items of the pre-examination and post-examination work 
would be done on these machines. I t  was correctly visualised that 
if the same had been done manually, these could not have comple- 
ted as per schedule and perhaps cent per cent accuracy could not 
have been achieved. The introduction of the machines in the office 
served many other important purposes such as secrecy of results, 
reducing the gap between the dates of examinations and declaration 
of results, economy in expenditure and overall efficiency in work. 
All these factors are very important for the effective management 
of the work handled in this was extended by two years and subse- 
quently, in 1952, it was decided to continue the use of these ma- 
chines on a regular basis." 

(B) Insdtute of Secretariat Training & Management 

"The Estimates Committee in their 47th Report (1967-68) 
recommended that a Services Selection Comrnission\Board should 
be set up on the pattern of the Railway Service Commission to 
undertake (a) the work oB conduct of examinations for recruit- 
ment to lower categories of services and posts; and (b) such of the 
existing functions of the Union Public Service Commission as may 
be of a minor nature. As the examination of the recommendation 
of the Estimates Committee regarding the setting up of a Subordi- 
nate Services Selection CommissionjBoard was likely to  take time 
493 -21 



and as the Union Public Service Commission were pressing for 
being relieved of the work of examinations relating to recruitment 
to lower categories of post the Government of India decided to 
transfer the work pertaining to some of the examinations from the 
Union Public Service Commission to the Secretariat Training 
School (now Institute of Secretariat Training & Management) as 
an interim measure. 

The Controller of Examinations, Union Public Service Commis- 
sion, advised that if the School were to conduct the examinations, 
particularly the Clerks' Grade Examination, involving as many as 
10,000 to 15,000 candidates, with the degree of efficiency, secrecy, 
accuracy and speed, with which the Commission had been doing 
the work. some amount of mechanisation was absolutely necessary. 
The type, quantum and the source of procurement of the requisite 
data processing equipment were also discussed in detail with the 
Controller of Examinations, Union Public Service Commission, who, 
having regard to all the relevant considerations. practices and tech- 
niques applied by the Commission, advised that to begin with the 
School must acquire the following data processing equipment:- 

Tabulator - 1 

Sorter - 1 

Mechanical Punches - 4 

Electrical Verifiers - 3 

Keeping in view the nature and volume of work that was required 
to be undertaken by the School, a comparative assessment of the 
data processing equipment available both with the I.B.M. and the 
1.C.L. was made. As a result. jt was found that the equipment 
available with the I.B.M. was highly sophisticated apart from being 
very costly, and was not. therefore. appropriate or suitable for the 
limited requirements of the School. Moreover, the Union Public 
Service Commission were also using the less sophisticated I.C.L. 
equipment~machines for their examinations work. I t  was, there- 
fore, decided to instal the 1.C.L. machines mentioned above. 

Ministry of Home Affairs 

( A )  Registrar General of India 

"The 1951 census was the last one in which the entire data were 
processed manually. The national commitment to planning led to 



an immediate increase in the scope and quality of data required 
by government. The computer era had dawned after the war. The 
growing demand for sophisticated data based on different cross- 
classifications a t  different times made Indian census turn to mechani- 
cal tabulation and a small beginning was made with a unit record 
system for processing a part of the 1961 census data. The utility 
of an electronic computer in the context of census operations and 
analysis had been established by then. It was realised that  manual 

o operation, being only an one-time operation following pre-deter- 
mined tabulation p r o g r a m e  and not capable of any subsequent 
change, could not respond to 'the needs oE diverse and sophisticated 
cross-classifications to meet new requirements as we went along. 
Storage of information contained in millions of schedules posed 
tremendous problems. Retrieval of data for subsequent tabulations 
would become schedules were processed again and again because 
the human factor tended to introduc? bias a t  every stage of the 
operations. Once the data were fed into the computer, human bias 
In the form of non-sampling error could be eliminated. Computer 
editing of data as against manual editinp was much more efficient 
and ensure uniformitv The computer could process data much 
faster. Secondly process in^. of data on the computer would be 
cheaper because the data would be on magnetic tape in a compact 
form, whereas manual processing would involve maintaining and 
handling millions of schedules repeatedlv. Efficient storage, re- 
liable retrieval, uniform cross-classification. economv and speed of 
such operations. were largely the factors which led to the decision 
to go in for electronic data processing" 

(B) Central Bureau of Inl-estigatio~z 

'yr ior  to 1963, record about crimes and criminals was  being 
maintained in the Intelligence Bureau on a 17ery restricted scale, on 
the basis of manual compilation. With the creation of CBI in the 
Year 1963, the subject of 'Maintenance of crime Records' was en- 
trusted to the Crime & Research Division of the Central Burcau of 
Investigation. The Division was to rapidly develop as a storage 
and clearing house of all information relating to crime and crimi- 
nals in the country. In the initial stages this Division started COm- 
pilation on manual basis. Th- system only served the plirpose of 
collection of information and of reference when required. I t  was 
felt that  the objective could be achieved better through mechani- 

\ sation and adoption of modern methods of compilation and r2trielTal 
which had already been sdopted by most of the European and 
American countries as also b y  Japan, Hong Kona Rkmcco and Au? 



tralia. This work could not be done manually because retrieval of 
information in manual system was so slow that was hardly of any use 
to the investigators. Accuracy could not be guaranteed in manual 
handling. However, mechanical processing and mbsequent com- 
puterisation ensured accuracy also. 

Work started on data processing machines in June, 1968. This 
mechanisation of the system of maintenance of crime records was 
only the first step. Since the workload regarding maintenance of 
Crime Records had increased considerably and what was required 
was speedy retrieval to help investigators all over the country i t  
was decided in 1970 to switch over to the computers." 

Planning Commission 

"The Planning Commission established the Computer Centre in 
1965 in view of its own needs for modern computional facilities, 
capable of speedy handling of a large volume of data. Even earlier, 
considerable amount of manual processing and computations were 
involved in the preparation of the plans and evaluation of plan pro- 
grammes. The Programme Evaluation Organisation of the Plan- 
ning Commission collected a large mass of economic and statistical 
data every year, based on country-wide field surveys, for the eva- 
luation of selected plan programmes. Over the years, its activities 
had expanded considerably, so that manual processing and analysis 
of the data was proving inadequate. Similarly, in the working of 
the other Divisions of the Planning Commission. it was increasingly 
becoming evident that modern computational facilities \?ere needed 
for undertaking quantitative analysis, and for developing alterna- 
tive complex planning models. Thus computational and data pro- 
cessing facilities were found necessary for performance of tasks of 
plan formulation, evaluation, project appraisal, and monitoring of 
plan projects and programmes and for developing computer-based 
plan information system. The Planning Commission computer was 
among the very first few computers installed in Government De- 
partments. Therefore. the facility, though primarily meant for the 
Planning Commission. was also thrown open to the other Govern- 
ment Departments and Research Institutions, subject to availability 
of computers to facilitate data processing in the Central Government 
offices. The preliminary feasibility stud" for DGS&D data process- 
ing was made by the Department of Statistics with the help of 
Honeywell expert and as per their recommendations it was decided 
to switch over to computerisation of the data by utilisfng the Honey- 
well computer in the C%mpukr Centre. The Central Statistical 
Organisation also recommended installation of essential off-line 



equipment viz. 5 IBM punchers and 4 verifiers as first step for trans- 
ferring data on punch cards. These machines were hired and in- 
stalled in 1968." 

Department of Statistics 

Central Statistical Organisation 

, "The Industrial Statistics Wing of the C.S.O. started the work 
of the Census of Manufacturing Industries in 1946. The initial 
work-load related o 4000 factories which gave rise to about 3 million 
entries to be processed. To tabulate these data initially two Re- 
mington Accounting Machines and electric printing and calculating 
machines were utilised. In the succeeding years the coverage of the 
factories went on increasing without corresponding increase in the 
staff. In 1954 December, the Statistical Cell of the Iron and Steel 
Controller's office along with the staff, and equipment (i.e. sorter 
and tabulator etc.) was transferred to this office. Since then the 
tabulation was done on the Hollerith Tabulation Unit. 

This coninued till May 1957 when the statistical cell was trans- 
ferred back with its equipment. It  was then found to be very diffi- 
cult to meet the increased work-load (due to increase in number 
of factories) without the help of mechanical tabulation unit. There- 
fore the necessity of having our own tabulation arrangements was 
felt and accordingly Unit Record equipment comprising 9 punches, 
9 verifiers, 1 sorter and 1 tabulator as acquired. Whether the saving 
in wages effected by Unit Record machines was worked out at the 
time of acquiring the machines initially can be stated only after 
consulting the old records. As these old records could not be 
located yet, the position in this regard will be intimated separately." 

Department of Supply 

D.G.S. & D. 

"Prior to 1962 processing of DGS&D purchase data was limited 
to compilation of value of orders placed and this was being done 
manually. In 1962 it was proposed to enlarge the scope of compila- 
tion of purchase data by breaking up into different classifications 
as per annexure A-1. For this purpose a set of 40 Column Power 
Samqs Machine was installed. In 1966 the Vidyalankar Study 
Team recommended that in addition to the data then being main- 
tained, the pre and post-contract processing of indents should also 
be taken up by the Economics & Statistics Directorate and that 
these data should also be processed mechanically. The implementa- 
tion of Vidyalankar Study Team recommendations entailed the use 



of either 80 Column Conventional Unit Records machines or the 
use of Computer facilities. At about this time a computer centre 
was created in the Department of Statistics with Honeywell 400. 

Department of Agriculture 

Directorate sf Eco~zmics  & Statistics 

"Data relating primarily to two schemes of the Directorate of 
Economics and Statistics are processed through data processing 
equipment. The first one relates to the scheme for improvement 
of market intelligence which was initiated during the Second Five 
Year Plan. This scheme provides for collection of weekly data on 
market arrivals, stocks etc. for 32 important agricultural cornmodi- 
ties from about 1300 markets. At about the same time, there was 
a proposal from USAID (formerly TOM) of a gift of Powers- 
Samas equipment to help in speedy processing and tabulation of 
data collected in the Directorate. The acquisition of this equipment 
from 1958 onward came in handy for tabulating data not only on 
market arrivals but also on other items like inland movement of 
foodgrains by rail. The lnstallatlon of the equipment was made for 
the purpose of speedy, timely and accurate compilation of data. 

The second scheme aims at studying the cost of cultivation of 
principal crops in different States and was launched by the Minis- 
try. The decision to launch the scheme was taken in 1968 and the 
field work entrusted to the Agricultural Universities etc. started 
in four States in 1970-71 and in 12 other States subsequently. Under 
the scheme, data are to be collected daily in respect of each of the 
plots of selected holdings on all the inputs including human labour- 
family and hired, bullock and machine labour, manures, fertilisers, 
seeds, irrigation from different sources, pesticides, etc. and on all 
the products." 

Ministry of Commerce 

Director-General of Commercial Intelligence & Statistics 

"With a view to improving the foreign trade statistics so as to 
cater not only to the growing needs of, Governmental and business 
organisations for greater details than were available in the then 
statistical publication 'Monthly Accounts of the Foreign (Sea and 
Air) Trade of India' (SBTA) but also to reduce the time-lag bet- 
ween the period to which the publications referred and the dates 
when they were actually published the then Ministry of Commerce 



and Industry entrusted the task of elaboration of the commodity 
list to  two of their officers who completed the revised list towarde 
the end of 1949. This list was further revised so as to confonrn to 
the UN's Standard International Trade Classification published in 
June, 1951. 

Under the revised trade classification, trade statistics were to 
be compiled and presented under 5570 commoditie~ and groups 
thereof as against only 1717 items in the previous classification. 
Each commodity was assigned a numeric code number developing 
automatically in a logical order under a well-knit unified plan 
where grouping proceeds by supression or disregarding of one or 
more right-hand side digits. The Government was keen to bring 
into force this revised classification; even the Planning Commission 
urged that for the formulation of Government Policy in regard to 
imports, exports & re-exports and exchange regulations, 'a correct 
appreciation of India's trade in as many individual commodities as 
possible is essential'. The estimates of cost worked out by the 
DGCIS on the basis of manual compilation from consolidated re- 
turns for Customs ports, involved an additional recurring expendi- 
ture of Rs. 2,90,000 (based on staff requirement calculated by DGCIS 
and the cost by C.S.O.) in addition to a non-recurring cost of 
Rs. 1,00,000 for preliminary work. The ports would also need addi- 
tional staff. In order to enable them to arrive a t  a linal decision 
in the matter, the Ministry of Commerce and Industry requested 
the C.S.O. in March 1951 to examine the proposed scheme in all its 
aspects viz; its desirability, scope, staff required to implement it, 
the use of machines for statistical work, etc. 

A memorandum on the subject was accordingly prepared and 
placed before the Standing Committee of Departmental Statisticians 
and the Business Machines Coordination Committee a t  their Joint 
Sitting on the 4th September, 1951 under the Chairmanship of Prof. 
P. C. Mahalanobis. After a preliminary discussion of this memo- 
randum this Committee decided that the question should be exa- 
mined in detail by a Working Party. Accordingly the Working 
Party on Mechanisation of Trade Statistics was established under 
the Chairmanship of Lt. Col. J. P. Asthana, Officer-in-charge, Joint 
Cypher Bureau. This Working Party considered (a)  the question 
of mehanisation of statistical processing of foreign sea and air 
borne trade in the offlcc of the DGCIS and (b) the larger question 
of centralisation and mechanisation of the entire processing both in 
the Customs Houses and the office of the DGCIS. After completing 
detailed studies of the various issues involved the Working Party 
submitted their Report in 1954. While strongly recommending 



mechanisation of trade data, the Working Group made the follow- 
ing observations: 

'The present system of manual compilation of trade statistics in 
two stages, first a t  the Customs Houses and then in the office of 
the DGCIS, with the introduction of revised classification, be re- 
placed by centralised mechanised compilation at one place from 
original documents. Mechanisation would be advantageous in res- 
pect of (a) cost (b) timelines of publication and (c) facilities for 
further improvement in compilation and presentation of trade sta- 
tistics.' [Item 1 of Main Recommendations and Findings: Part  V 
(P. 30) of the Report]. 

The above recommendation of the Working Party was the main 
hasis for the introduction of mechanised compilation of trade sta- 
tistics in this Department which was started in 1955 and became 
fully effective from the data for January 1957 onwards." 

Ministry of I n f o r m a h  and Broadcasting 

(A) Audience Resemcrch Unit, All India Radio, New Delhi 

"In 1965-66, Audience Research Unit, was reorganised and 8 new 
units were added to the then existing 7 units. The number of 
Audience Research Units thus came to 15. I t  was also planned to 
have more frequent surveys a t  each centre. To cope up with this 
increased workload of tabulation, one set of UBM Unit Record 
Machines, consisting of 2 punches, 2 verifiers, 1 sorter, and one 
accounting machine was purchased. This set of< IBM machines pro- 
cessed 80-column cards which could accommodate more information 
through multiple punching. The machines were purchased in Feb- 
ruary, 1968 in replacement of the Power Samas Machines-one 
sorter with counter, one hand-punch, one hand-verifier, which were 
purchased in 1957 and had outlived their utility and the normal life 
of 7 years and had been handling only 40-column cards. 

For the first time, surveys of listeerning were undertaken in the 
rural areas in 15 StatesjUnion Territories. The sample size in each 
State was about 2000. Thus a huge quantum of data was accumu- 
lated for tabulation purposes. The Unit Record Machines were 
being utilised for tabulation of data of other surveys. I t  was, there- 
fore, decided to get this additional data (of these surveys conducted 
in rural areas) processed with the help of Computer in the Plan- 
ning Commission." 



(B) Central Sales Unit, Commerdlal Broadcasting Service, All India 
Radio, Bombay. 

- 
"It was felt early in 1969 that the accounting system in the Com- 

mercial Broadcasting service should be mechanised by acquiring 
data processing equipment. The reasons were that besides reducing 
greatly the work involved in the scheduling of+ advertising spots, 
which was a recurring and regular item of work in the Centre1 
Sales Unit, the machines would also ensure the accurate billing of 
advertising spots and would also undertake a variety of other func- 
tions as follows:- 

( i )  Preparation of Schedules in respect of stations for the 
broadcast of spots and sponsored programmes. 

( i i )  Printing of production sheets to be supplied to individual 
stations; 

(iii) Monthly statements of actual broadcasts to facilitate the 
preparation of bills; 

(iv) Prepaation of monthly biIls in respect of all advertising 
agencies (accredited and non-accredited) ; 

(v) Analysis of various types of figures (tabulation of statis- 
tical information required by the Audience Research 
Section and the Cost Accounts Cell in the Central Sales 
Unit) ; 

(vi) Preparation of the Invoice Register (Sales Day Book). 

(vii) Compilation of outstanding statements of payments from 
clients; 

(viii) Client-wise ledger for immediate reference; 

(ix) Preparation of Cash Receipt Book to show immediately 
what amounts have been received. 

The items of work mentioned above or the ones which, it was 
anticipated at that time, would be done by the machines." 

Ministry of Communications 

( A )  P & T B w d  

"In 1962-63, the Telecommunication Research Centre (TRC) of 
the P&T Department decided to acquire an electronic computer to 
enable TRC to take up the expanded R&D activities envisaged dur- 
ing the Third 5-Year Plan. There were many sophisticated areas of 



research and development which required an electronic computef. 
The main areas wme in the electronic exchanges, design of both 
passive and active net works (such as filters, equalisers, amplifiers 
eta), traffic analysis and simulation studies in switching systems 
and interference calculations in microwave systems. These activities 
require large volume of computation and simulation with very high 
orders of accuracy which could be done only with the aid of an elec- I 

tronic computer." 

(B) Overseas Communication Service 

"In the Overseas Communications Service, Unit Record Machines 
are installed, for pefixming revenue accounting functions. There is 
no computer used in this department. Following were reasons for 
installation of Unit Record Machines in OCS: 

(a) Under the International Accounting Regulations, the ren- 
dering of forwaded accounts of foreign Admini~trations 
should be done within a period of 3 months after the com- 
pletion of the month to which the traffic relates. Queries, 
if any, on the accounts received from the foreign Adrni- 
nistrations are tn be raised within a period of 2 months on 
receipt of the accounts. Prior to 19'71, the revenue account- 
ing was performed manually and was lagging by approxi- 
mately 6 months. 

(b) After the introduction of satellite communication medium 
in 1971, a spurt of about 200 per cent was expected in tele- 
phone and telex traffic and significant rise in the tele- 
graph traffic. The increased scale of operation had a direct 
impact on the work of revenue accounting which could 
not be performed satisfactorily on manual basis when the 
scale of operation exceeded a certain limit. B e n  if the . 
staff strength were increased, it would not have been pos- 
sible to reduce the time lag, in preparation of the accounts. 

(c) With the availability of large capacity wideband commu- 
nication system, there were increasing demands on diffe- 
rent types of statistical traffic data required for forecast- 
ing of growth, short-tern and long-term net-work plan- 
ning, equipment provisioning, financial planning and CTFA 
evaluations. Periodical checking of routing of trafllc, 
balancing of tr& among foreign carriers, detection of 
flow of tra& abmrmal routes, CTFA accounting data in 
prescribed proforma, CCITTlCTB statistics, etc . " 



Item 

Type of equipment ----- 
Punch Verifier Sorter A c c m t i n g  Machines 

.- - _____-- 
Out-right Hiring Out-rlght Hiring Out-right Hiring Out-right Hiring 
Purchase Purchase Purchase Purct : : c 

Rs. Rs. Rs . Rs . Rs . Rs . Rs . Rs. 

I. Clpital outlay (Includhg installation and trans- 
port charges) . . . . 18,500 1,680 21.0~0 1,570 23.5C6 1 , 4 3  19,cto 7w'3 

2. Monthly Maintenante . . 143 . . 236 . . 215 . . 647 . . x! 
3. Monthlyrental . . . 3 19 . . 394 . . 424 . . 3447 

5. Interest on** 

(ii) Maintenance charges . 4,131 . . 6,s I 8 . . 6,2 I I . . 18,692 

6. Value ofexpmditure after g years . . 48,065 46.255 64,6c6 56,?:3 t s f r r  fo.2-4 5.;c, f ; f  A.:; . : ( ;  - .-- - ------ -- - 
'Thelife of a machine is normally takln to be 8-9 years. The residual value of the machine is negligible aftc r thc pc ricd. - 
**(%4ated at  the rote of 6 0/, per annum. 



APPENDIX VI 

(Vide paragraph 4.1) 

Statements showing meter time utilisation of cbmputers in 
Ministries/ Departments 

Indian Meteorological Department 

The computer was installed in May, 1973 and metering of the 
central processing unit could be introduced only by the end of the 
year. Accounting of the meter time actually utilised for proces- 
sing purposes excluding time spent in routine maintenance and 
testing from January, 1974 onwards is given below: - 

Merer time urilisu~ia of I. Mer. D. Cornpuler 

hlonth 1974 1975 ---- --- 
h. mt . sec. h. mt. se c. 

January 

Fehruary 

March . 
April 

Map . 
June 

July . 
August . 
Scpte mber 

October 

November 

December 21 24 



327 
INDIAN AIRLINES 

Month-wise Cornputor utilisation dun' the Ian five years i.c. . , from April 1970 w 
Z r d ,  1975 

- 
System-I Sysfc m-I1 Total 



System-I System-I1 Total 
--- - ---- ---- -.-. 

Aprii 1972 . 216.66 214- 70 431.36 

May 1 9 ~  . 262-55 230- 19 492' 74 

June 1972 . 285.98 238.73 54-71 

July 1972 257'72 214.64 472.36 

Aug. 

Sc p. 

Oct. 

Nov. 

D c. 

Jan. 

Fc b. 

Mar. 

April 1973 . 283'55 64. I 8 547- 73 

May 1973 . 316.39 337' 95 654' 34 





AIR rND1.1 
Computer Urllisarion 

I'art I .  l'cr~od : January 7 1  to Junc 73 
- - - -- - -- - 

M O N . r H  
- - - 

January 17:brurry hiarch April May June July huguit Srptanb-r October November December 



A Application-wise Computer Utifi,ation 
Y) 
(u Part 2 : Period : July 73 to Nov. 75 

-- - - -- -- 
I Meter Hours for s: 

Year Mmth R-venue Expendi- Corporate Inventory Engineer- Marketing Pcrsonnrl Others Total Total 
R :porting ture R-porting Control ing Informa- Inf~rma- Clock 

Reporting Infprma- tion tl on Hours 
tlon ------- .----- - ------ 

. J ~ Y  
. August 

, September 

. Oct.  

. '  Nov. 

. D e c .  

. Jan. 

. Feb. 

, March 

. April 

. May 

. June 

. July 

. Aug. 

. Sept. 



Mctcr Houra for 

Munth &venue Expen&- Corporate Inventory Engineer- Marketing Personnel Othcrs Totd TotJ 
Reporting turc Kepcwting Control ing In- Informa- Informa- Clock 

Repvrting fmmation tion tion Hours 

I974 . . Oct. 

1974 . . NVV. 

1974 . . DCC. 

1975 . . Jan. 

1975 . . Fcb. 

I975 - . . MPrch 

1975 . . April 

I975 - . M a y  

I975 . . June 

I975 . . July 

I975 . . Aug. 

I975 . . Sept. 

1975 . . oct. 

I975 - . Nov. 



,333 
Department of Space 

Actual utilisatiion of IBM computers at Vilcram Sarabhai Space 
Centre Trivandrum and Physical Research Laboratory 
Ahmedabad i n  Terms of meter hours. 

I. IBM 360144 AT VSSC-THUMBA SINCE INSTALLATION IN 
J A N U A R Y ,  1972, 

(a) Application-Scientific Research 
(b) Utilisation in meter hours 

Year Jan. Feb. hlar.  Apr Mny Jur-e July Aug. Scpt. Oct. Nor. Dcc 

I974 330 390 425 417 3ci6 383 416 343 320 330 320 349 

I975 344 361 341 

(c) Meter hours lost for preventive maintenance-20 hours 
per month on the average. 

(d) Meter hours lost due to power failure or machine failure 
-40 hours per month on the average. 

(e) All the available meter hours excluding (c) and (dl 
above were utilised for Scientific Research computations. 

11. IBM 363 44 AT PHYSICAL RESEARCH LABORATORY 
AHMEDABAD 

(a) Application: Scientific Research. 
(b)  Utilisation in terms of meter hours. 

- - - - -- - --- - - - -  -- - - - - -- - - - - 

Year. Jan Fch. Ajar.  Apr. hIay Jur r July Aug. Sept. Cct .  h'cr. Drc. 

1975 7 7  322 325 3 3h9 325 255 234 290 173 247 3 5 5  
- - - - - - --- -- -- 

(c) Meter hours lost for preventive maintenance-20 hours 
per month on the average. 

(d) Meter hours lost due to power failure or machine 
failure-40 hours per month on the average. 

(e) All the available meter hours excluding ( c )  and (d) 
above were utilised for Scientific Research computations. 



Mrtcr hours utiliscd Mctcr hours paid for - - - - - -  Rcrnarks 

Ccrsus iohs Other Total at conccssional 
jobs (2a+2h) ~ n t r a c t e d  rate 

rarc 

April . . . 130.33 20.82 151.15 176 . . Shortfall of 25 hours owing to power fnilure a r  d breakdown of air-conditroniPg. 

M.0 . I 36-16 38.92 175.08 176 . . Shorrfall of one hour. Reason same as in 
April. 

J- . . 151.50 38-67 18c. 17 17(i 4.00 

WY - . t 131'22 41'87 173'09 176 . . Shortfall of three hours. Reason same as 
in  April. 

August . ~ m .  52 39' 38 159' 90 176 .. Shortfallofx6hours. Owing toampara-  
tively card to tape oprpticrs and 
programme testirg which records less 
meter hours. 



November . . 65.86 86.84 152.70 176 . . Shortfall of 23 hours. Reason same as in 
August. 

-1 . . . .  219'03 1 7'5 43-00 

Shortfall of 97 hours. Owing to repeated power failure P F . ~  break- 
down/clm down of air-cmditior. ir g plar t . w 

W 
128- 88 VI J* . 176 . . Shortfall of 47 hours. Owing to same reasons as in May. 

August . . . .  139'67 1?6 . . Shortfall of 36 hours. Owirg to rcasors as in May and compretively 
morc card-tcbtap operations. 

Scptembcr . . . 135.68 176 . . Shorthll of 40 hours. Owirg to  reasons as in May. 

OctdKr . 62.28 176 . . Shortfall of 114 hours. Owing to general administrative problcms 
not conccrncd with computer acd power brt ~ k - ~ G H T  . 

Novcmbtr . . . 157.29 1 76 . . Shortfall of 19 hours. Owir-g to comparatively more card-to-tape 
opcratiors. 

December . . 191.60 176 15. 5 0  
-- ----- - 







\hcsrtfaII of ninc hcwrr. Owing t o  hrcak.lownlclose-down of air-crndi- 
tl,,nlng plant and rn(,re card-to-tape operatic ns. 

Shcbrtfall 4 , f  2 5  h ~ m r 5 .  Owcn~ t o  m w e  card-to-tape operations. 

shortfall 36 hours. Owlng to more card-to-tape opemtlons. 
---- - -pp~ ----- 



Statement showing Cornpurer rime am'fable, time utilud by Plomring Camniuion cad 
b t k  @gum'r~ltioPrr from 1971 to 1975 

(Pigurcs in Hours ) 

Total Time pctually u t i l i u d  Timc lost 
duc to 

Mmths p ~ w ~ r e d  Planning Systc m Othcr Total mech:r.r 
up time C o n p s -  Dcvclop- users brerk- 

S I O ~  mcnt down, 
et c .  EEf 

h h r c h .  . 4'4 3 15 29 78 422 5 1 

Aprtl . . 385 103 15 222 340 44 

M a y  3'5 1'0 16 156 342 3 2 

June . . 335 14 5 1-4 2 93 41 

July 319 Y 4 6 4 I Z O  2-8 4 1 

Augu-r . 3 0 5  1 3 1  4 144 2-9 2 S 

Scptcmbcr . 2 R2 112 13 139 2 64 1 : 



(Figures in Hours) - - 
1972 - - 

Total Time actuall~~dlirrcd Time 
powcrt- -- lostd~c to 

Months uptime Plahn~np System Other Total machine 
Cdrnmis- Develop- users brcak- 

sion m a t  etc. down, 

GK2 
I 

January . 
February . 
March . 
April . 
May . . 
Jrrnc . . 
J ~ Y  . . u 4  '73 40 133 3 46 

Auqust . . 41 3 2 12 2 3 144 379 

September . 482 I47  . . 2 95 442 

October . 351 97 24 192 3 I3 

Notcm&r . 376 136 32 155 313 

December . 496 183 34 141 3 9  



(Figures in Hoursj - 
1973 -- -------- 

Total Time actually utiliscd Time lost 
powered due to 

Moat hr updme Planning Systcm Other Total xnachlne 
Com- develop- users break- 
mission mentctc. down, 

power 
fvilurc 

I 14 IS I 6 17 

J a n u r y  . 462 239 35 122 

Fcbruory . 437 113 2 5  I39 

March . 477 212 19 2 03 

A p r ~ l  . . .  455 2 52 19 I33 

M a y  . . . 46 1 269 52 86 

June . . . 4 10 142 2 9 158 

I U ~ Y  . . . 4 14 174 24 157 

.A %US t . . 4 4 ~  233 20 113 

Scptcm bcr . . 4: 7 213 4 7  123 



(Figuresin ~ o u r o )  
.-- - -. -- 

- 
Total Timc actually utilia d Timc lost 

Months powcrtd - due 10 
up time Planning Systcm Othrr 1 ota1 machine 

C c y ~ s -  Dcwl~p- ust rs brctk.dt \fit 
S I W  rnent ctc.  pcrwc r 

failures 

January 

February . 
March . . 
April , . 
M a y  . 
June . 
J ~ Y  . 
Auguw . 
Scptcmbcr . 
Ocrob.-r . 
Novcmbcr . 
Dccernbcr . 



(Figures in Hours) 

1975 ---------------- 
Mqnths Total Time actually utilizt d Timc lost 

p ~ w ~ r e d  --- due to 
uptlmc Planning System Othcr Tctal machine 

C >mrniss!on Dcvclop- users break- 
mcnt ctc. down, 

power 
fndure. 

Scptcmbr 497 2 22 3' 1 $1 443 54 



Computar timr udisarion Ywr wire by Vuriouc Orgunisariotu (Vidc Reply I P  
Question f ib) ( i )  

(upto Nov.) - -- -..--. - 

Indi on Air Force . . 1897'33 

Air F-me Central Accounts 
omcc . . 212 25 

Director General of Supplies 
& Dispcwals 4 3 0 2 5  

I3 larder Sciutity Force 1037.16 

Cstral  Bureau of Investi - 
gauon . . 2 2 " 4 5  

Punjab National Bank 239 15 

iiomc fin;rtry Pcrzozmcl 
Rcc . d r  38 30 

Dir. ctor ~ ~ ~ n e r a 1  Tcchnica 1 
Dev. 161.56 

Centr~l B ~ c a u o f  Secondary 
Educrtion . 550 3 5  

t i d l  t~rm & Handicraft 
ExpclnCmvmdrm . 36 3u 



a a .  Ministry of Home Affairs 2-2 29.45 

13. C:ntral Water & Powcr 
Comm. (WW) . 

24. Crntral Water & Power 
Cornrn. (PW) . 

25.  C:ntral Water & Power 
Comm.(Darn-HI) . . 

16. Clntral Water & Power 
Comm.(Hydrolcyn ) . 

27.  Ccntral Water & Power 
Comm. (Dam. I) . 

z d .  Central Water & Power 
(FBTD) . 

29.  C.S.O. (Annul Srrney of 
IndWrie~) . 

3 I .  Director Gcncrsl Cis4 
.4virtion . 

3 2 .  Central Road Kcrcarch 
Inatitutc 

3 1  Army !Technical Groupl . 

37.  Army !AG Branch' 

38. Army (C.0.D.). . 

do. Army (E.1 l .P . )  

4 I .  Army (J.C.E.C.I. 

46. Indian Alrlhcs 



47. Hindu~tan Aircraft Ltd. . 394.55 . . 154.00 . . . . 

49. Central Statistical Org.(A-I) 
(Dr. H.) . 1.50 17.45 . . . . . . 

50. A11 India Radio . 15'30 16.25 12.55 19.10 22'55 

52. C.S.R.S. . 0.55 . . . . . . . . 
51. C.,mputer Centre (Spare 

PamDepot )  . 12'35 33'55 30.10 0.15 0.40 

56. C ~mputer Centre (Demons- 
tration). . 20'00 12'15 1.40 . . . . 

57. Computer Centre ~Dcvc-  
lopment' . 12.50 . . 1.05 14.50 13'55 

58. Computer Centre (Enginct rs 133 4: 5: 05 . . . . . . 
59. C.rmputcr Centre ('Sys- 

C C ~ S - D R T ' ~  . . 3 55 

60. Computer Ccntrr (Opera. 
tions) . . 43.35 9-30  . . . . . . 

62. Delhi Police . 0.25 3 20 12.50 . . . . 
63. Joint Cypher Bureau . 0 45 . . . . . . . . 
64. Chief Controller of Impc.)rrs 

&Exprtr. . 16 00 5 20 6,00 1.35 4 40 

66. Indian Bureau of Miws . . 6.20 9 4 2 0  5900 . . 

68. Indtan Statistical Institute, 
Calcutr a . . 2,15 . . . . . . 

73. C rmp~lcy Centre (Pay Roll) . . . . . . . . 

72. Diroctor &a. Tech. Der. 
110%). . . .  28.35 7.55 . . . * 



All Indian Institute of 
M - d i d  Sciences 

C-ntral Hureau of Narcotics 

National Blds. Oqo- 
nisation . 
International Airport Autho- 
rity . . 

Oil & Natural C h s  Com- 
mission 

Indian Institute of Public 
Administration. , 

P.S.H. 

Heavy Industry . 
Central Rcservc Policc , 









Vehicle Factory, Jab.lpPr 



APPENDIX VII  
(Vids Paragraph 6.16) 

Statement giving details of the rut outflow of Foreign k c h g r - I B M .  

- 

SI. For the year ended on 31st December. . . . . . 
No. I974 I973 1972 I971 1970 1969 

2- 

I 2 3 4 5 6 7 

(A)  CZF Costs of 
Impwrs 

I .  'AS IS' Mach~ne 
Imports . 

2. Other imports by 
Plan . . 

3. Mpintenona Parts, 
Tools etc. . 

4. Equipments . 
5. Literature & SUP- 

plies. . . . 
6 . T 0 t d ( ~ t o 5 )  
r 
(B) Rrmitumu of 

Naa Y d  . 
7. Administration 

charges . . 
8. Prcfits after T~rcs 

9. Tod(7+8)  . 
(C) TOT& Om- 

?- (A+ B) 

iD) znflm 
I.  Exports 

(a) I n t C f a m m  
Billing . 

(b) Charges upto 
FOB . 



2. Other Exports . 315 3663 547 10 44 I . . 
3 Scrvice Fee . 25 185 47 2562 338 2 50 

 TOTALI INFLOW^. 43850 38083 10539 19245 15076 15837 

(B) NET OUT- 
FLOW . 10503 27599 32520 20613 6684 1 q 7 0  

Nota : S. N. (A) 4 m~inly c msists of imports under Customer Licences. 

S .  No. (D) j -For:@ E r c h  e earned for Equipment Sales outside India for 
scpi prneots i n d ! c d  a d  warranted in India 



APPENDIX-VIII 

( vidtr paragraph 6.28) 

Stataurrr Giving Derails oj rhu net Ou~lou  o/ Foreign ExcIuanfeICL 

I. I n t a m a i d  C~mpurers Id ian  Matu1facture Ltd. Bunlhy. 

1974-75 1973-74 1973-73 
-. --- -- 

(Ks. in thousands) 

A. Inflocr of Foreign Exchatge 

I. Eqort of Conventir nal Machines. , . 9 5 73 729 

3. Exportsof Pats . . . . 207 492 1 3 4 0  

4. Pocb;mg & Forwprd~g charges. . . 1 0 4  82 93 ---- 

I .  Ranittaueof Dividends . . . 379 21 5 24 5 

2. Importsof Ma&inesPart.c,ctc. . . . 4592 556s 6917 

11. I .  C . L. (Id la ,  Riiate Ltd. 

A. Intluw of foreign Exchange . NIL. NIL NIL. 

B . O u t j l o c o o f ~ o r e ~ ~ n E * r t ~ ~ r g c  , . . . 
2.Lmpo1tofsp~seprw . . , 1 0 4  258 43 3 

Dlvidcnds net of tax. 163 

NC to  : Rrfi rid of loan a v d d  of for import of pats & cumponenc has not hccn taken 
irto rccwt  or ctntrmcnt k computed on e c w a l  bwis. 

A . ,  - .  354 



APPENDIX IX 
(Vide paragraph 6.36) 

Letter issued in Nov. 1975 by the Reserve Bank of India to IBM 
IBM World Trade Corporation, 
Nehru House, 
4, Bahadur Shah Zafar Marg, 
New Delhi 110001. 

Application for permission under Section 29(2) (a) of the 
Foreign Exchange Regulation Act, 1973. 

Dear Sirs, 
Please refer to your letter dated 22nd June, 1974 with which you 

have submitted an application under Section 29(2) (a) of the Foreign 
Exchange Regulation Act, 1973, for permission to carry on your 
existing activities in India. Your application has been duly consi- 
dered by the Bank keeping in view the guidelines issued by the 
Government of India in December 1973, for the administration of this 
section. 

2. The Bank is inclined to grant you permission under Section 
29(2) (a) read with Section 29(2) (c) of the Act to c a r 9  on your ex- 
isting activities subject, inter alia, to the conditions mentioned be- 
low: 

(A) The Indian branch of your company shall be converted 
into an Indian company, with a non-resident interest in 
the equity capital not exceeding 40 per cent, within a pe- 
riod of 2(two) years from the date of receipt of permission 
under Section 29(2) (a) read with Section 29(2) (c) of the 
Act. 

(B) Till the Indian branch is, as required by condition (A) 
above, converted into an Indian mmpany with a non-resi- 
dent interest in the equity capital not exceeding 40 per 
cent, the following conditions shall also apply: 

(i) The manufacturing activities of the company shall be 
for such capacity as is appmvedlrecognised by the a p  
propriate authority as on 31st December, 1973, subject 
such additions or modifications as permitted u p b  that 
date by the press notes and notifications issued by the 
Government of India under the provisions of the Indus- 
tries (Development & Regulation) Act, 1951. 



(ii) The branch shall not expand its business activities be- 
yond the level existing on 31st December, 1973 or under- 
take any new trading, commercial, industrial activity 
without the prior approval of the Reserve Bank. Such 
prior approval will not be required in respect of export 
of goods manufactured by the branch 

(iii) The branch shall not, without the prior permission of 
the Reserve Bank, carry on by itself or in partnership 
or by otherwise associating with any others, any acti- 
vity of a trading, commercial or industrial nature, other 
than what may be allowed to be carried on by the Re- 
serve Bank. 

(iv) The borrowing of any money or acceptance of any de- 
posits by the branch, for carrying on activities permitted 
by the Reserve Bank, shall not be otherwise than in 
accordance with the provisions of Section 26(7) of the 
Act and the rules, directions or orders made thereunder. 

(v) No part of the assets of the branch shall be revalued 
without the prior permission of the Reserve Bank. 

(vi) You will submit quarterly reports to the Reserve Bank 
indicating the progress made in implementing the above 
conditions. 

(C) You will submit to Government of IndiaiReserve Bank 
of India within a period of 3 months from the date of re- 
ceipt of the Bank's approval under Section 29(2)(a) of 
the Act, your proposals relating tp the taking over of the 
assets and liabilities of your branch by the Indian com- 
pany to be floated for the taking over of the business of 
the branch, a long with an application for issue of shares 
by the new company. 

3. We shall be glad to know, if you have anything to say about 
the conditions referred to above. Your reply, if any, shauld be sent 
to us not later than 30 days from the date of receipt of this letter, 
tailing which we will proceed on the assumption that you have no- 
thing to say in the matter. 

4. Please submit your reply in ten copies. 

Yours faithfolly 

=I- 
for Controller 



APPENDIX X 
(Vide paragraph 6.139) 

Note on the Guvernment's policy in r e w d  to rertrictions on the 
repatriation of ptofits by fmkgn companies. 

Government's policy over the years has been not to place restric- 
tions on the remittances of profits/dividends earned by foreigners on 
their investments in India. The only restriction is that the foreigners 
should have paid appropriate Indian taxes before remitting the pro- 
Atsldividends. 

2. A brief outline of Government's policy towards admission of 
foreign capital into the country would help understand the afore- 
mentioned policy in regard to repatriation of profits)dividends. 

3. Government's policy towards permitting foreign private in- 
vestment in the country is of a highly selective nature. Foreign in- 
vestment is for instance, not allowed in the fields of banking b a n e ,  
commerce, plantations and trading or in high profit yielding indus- 
tries. I t  is allowed only in fields where critical production or tech- 
nological gaps have been identified in the country's industrial deve- 
lopment and only where the technology involved is so scarce or 
crucial that it is not likely to be available on the basis of limited 
duration royalty agreements. Foreign investments where it is thus 
permitted, is also allowed generally anly on a minority basis, i.e. 
upto 40 per cent. 

4. When, therehre, foreign investment is allowed to come in only 
in the fields approved as well as on terms of foreign collaborations 
as approved by Govt. within its highly selective policy, it would not 
be possible to deny the remittance by the foreign investor of the in- 
come accruing to him thereon in the shape of pmfit. As regards the 
foreign investment which has come to be established without hav- 
ing had to obtain Government's prior permission, or which, largely 
for historical reasons, has gained entry into fields which would have 
been out of bmnds to it under Government's current policy, Gov- 
ernment have thought it better to deal with the more fundamental 
aspect relating to activities themselves of such Foreign Investment. 
Accordingly, the Foreign Exchange Regulation Act, 1973. which 
came into force on 1-1-1974, was enacted. In terms of Section 28 
and 29 of that Act, a company incorporated abroad or an Indian 



company having more than 40 per cent non-resident interest will 
require RBI's permission for continuing to carry on its existing 
activities of a trading, commercial qr industrial nature or to under- 
take any new activities of this naturue, or to act or accept appoint- 
ment as agent or technical advisers in India of any person or com- 
pany or to allow its trade marks to be used for any direct or indirect 
consideration by any person or company. The guidelines framed 
for the administration of Section 29 of the Act envisage that such 
companies will by and large be required to reduce within a specified 
period their foreign holding to 40 per cent or 74 per cent depending 
on the nature of the activities, their contribution to the economic 
development of the country and the merits of each case. The ope- 
ration of the Act will therefore result in the dilution of foreign 
equity and eventually in a corresponding reduction in the outgo of 
foreign exchange on account of profitsjdividends. 

5. Government constantly reviews the policy regarding remit- 
tances and, even prior to the enactment of Foreign Exchange Regu- 
lation Act, 1973, had taken certain measures with a view to reduc- 
ing the outflow of remittances on account of profitsldividends. Some 
of these measures are as under: 

(i) A new section 18A was intrduced in the Foreign Exchan- 
ge Regulation Act, 1947 with effect from 1-4-1965 and in 
terms of that provision foreign branches and foreign ma- 
jority companies were prohibited from acting as technical 
and management adviser or as agents in trading or a m .  
mercial fields except with the general or special permis- 
sion of the Reserve Bank of India or the Central Govern- 
ment. The power of prior approval available under this 
provision was utilised to persuade the companies concern- 
ed to admit, as far as possible, majority Indian capital par- 
ticipation. 

(ii) Further expansion of foreign majority companies has now 
been restricted to those lines which are considered to be 
essenti'al for the economic and industrial development of 
the country. Such expansion are generally allowed on the 
condition that the companies will issue additional equity 
to Indian nationals so as to dilute the foreign sharahold- 
5n g. 

(iii) A formula was prescribed to regulate the utilisation of 
reserves by 100 per cent subsidiaries for the purpose of 
declaration of dividends, so that only a stipulated quan- 
tum of reserves can b drawn for such purposes. 



APPENDIX XI  
(Vide paragraph 7.20) 

Note on the policy for achievement of self-reliance in the field of 
computers. 

Computers have been recognised as a strategic sector of the elec- 
tronics industry. The Electronics Commission has, therefore, been 
particularly keen to develop this sector on a self-reliant basis. The 
main elements that would contribute to self-reliance in the area of 
computers would be: 

(a) Ensuring that the direction and pace of advance of pro- 
duction capacity for computers and allied equipment, as 
also the availability of appropriate computational facili- 
ties both for direct use and for supporting the development 
of software tools, are determined by national needs, pri- 
orities, and requirements; 

(b) The key-segment-, of the computer industry are under na- 
tional control and free from any monopolistic trends; 

(c) That a viable indigenous programme of production of 
computer badware  and software is built up to meet na. 
tional requirements and to generate surpluses for export; 
and 

(d) That over a period of time, a substantial part of the tech- 
nology needed for the design and production of systems, 
sub-systems, components and materials and also the sup- 
porting software, is generated through $xiigenous research 
and development; what is more, thae such technology 
will be appropriate to our net& and over a period of time 
become contemporary in terms of international availabi- 
lity. 

2. The Department of Electronics has taken various steps in im- 
plementing such a policy towards achieving self-reliance. One of 
the Arst tasks was the assessment of- the real requirements, in tenns 
of computer hardware and software, of various priority sectors of 



computer appbcation. The majority of computers currently in urn 
in the country are largely data processing machines which support 
essentially accounting and other book-keeping functions. This was 
a result of the way in which the computer industry had been prome 
ted by the foreign controlled companies. Concern for self-reliance, 
has led the Department of Electronics, to place the accent now, on 
systems which support applications that help in improving ef8cien- 
cy in industrial organisations in general, in the management of jn- 
dustrial processes in particular, applications in the areas of plann- 
ing, simulation and engineering design etc. These are areas, where 
the application of computers will contribute to national develop 
ment, rather than support merely clerical type of functions. In 
parallel. the Department has also organised the setting up of Na- 
tionaljRegiona1 Computer Centres at  Bombay, Delhl, Calcutta and 
Madras, built around very large computers, which enable the car- 
rying out of demanding and complex applications in the areas of 
national planning, large scale simulation, computer-aided design etc. 
In  addition, such Centres not only provide maximum computing 
power for the investment made, but also enable the senricing of a 
number of users in a given area. Simultaneously, the Department 
also recognised the significance, particularly to a developing country 
like India, of the emergence, of mini-computers, as a direct result of 
technological advances in the field of integrated semi-conductor tech- 
nology. The Department, therefore, set up a Panel on mini-compu- 
ters in late 1972 The reommendations of the Panel that the intro- 
auction of mini-computers in various application-areas relevant to 
national development be activelv promoted. has been taken up as 
an area for priority action by the Department. 

3. As of 1971: the computer market in the country was totally do- 
minated by multi-national companies, such as, IBM and ICL. Some 
of the measures taken by the Department aimed at increasing out 
national control of the computer industry are:- 

(a) Phasing out of 'AS IS' programme of IMB and ICL. 

(b) The Department brought the Government and the users 
to recognise, that, imported computers were a scarce com- 
modity (in view of the heavy demands they made on our 
foreign exchange rewurces) and that import should there- 
after be permitted only when detailed technical evalua- 
tion has shown that indigenously available computers 
would be inadequate for. the process and computational 
tasks involved. This tended to make usem look more poei- 



tively a t  indigenously available systems. I t  also enabled 
the Department of Electronics tn ensure that high cost 
computers were introduced into organisations which were 
dealing with priority national tasks and which were in a 
position to really use such computers effectively and with 
minimum dependence on the suppliers. With this polky 
frame-work accepted, executive procedures were worked 
out whereby import of computers was permitted only on 
the basis of outright purchase by the user and that too 
only after technical appraisal and approval of the Depat-  
ment, on a case by case basis. 

(c) The Electronics Commission recognised that a substantial 
domestic capability in the maintenance of computer hard- 
ware and software was a key ingredient in any self-reliant 
development strategy for computers. It  a lw contributes 
significantly to attract contemporary technology into the 
country through a larger number of vendors offering their 
products for use here and thus reducing monopolistic 
trends that would tend to hold the country back in tech- 
nology. It would also enable trawfer of the designs, tech- 
niques and other features adopted in such equipments to 
R&D Agencies in the country. The setting up of a Com- 
puter Maintenance Corporation to undertake these tasks 
was approved by the Cabinet a few manths ago. It  is ex- 
pected to commence operations by early 1976. 

4. As regards, the indigenous production programme, it is expec- 
ted that by the end of the Fifth Five Year Plan, the country will be 
able to meet practically all of its requirements for electronic calcu- 
lators and mini-computers, and most of the requirements of medium. 
sized computers. The country is also expected to be largely self- 
sumcient with regard to devehpment of software for the various 
applications in the country. However, requirements of large-sized 
computers, and for some sophisticated peripherals and components 
would continue to be imported even after the Fifth Plan Period. But, 
taken together, the indigenous production of computers at  the ECIL, 
Hyderabad, the manufacture of mini-computers for which licensing 
action is currently in hand and the re-orientation of the manufactur- 
ing programmes of foreign equity companies towax& meeting the 
national requirements of a certain range of sophisticated periphe- 
rals, are expected t9 result in the emergence of a genuinely Indian 



computer industry directed towards the meeting of priority national 
needs on a self-reliant basis. The setting up of the Semiconductor 
Corporation by the Department which has been recently approved 
in detail by the Electronics Commission as also the promotion by the 
~ e p r t r n e n t  of other connectors, memory subsystems etc., are impor- 
tant infrastructural elements of our drive for self-reliance in the 
area of computers which are being pursued actively. 

5. Provision of grants to R&D Laboratories like TIFR and sub- 
stantial financial support to production agencies like ECIL a d  BEL 
b develop CPUs, Software and Peripherals for a family of small 
and medium-sized computers, which could cater not only to most of 
the country's general purpose computing requirements, but also be 
suitable for use in priority sectors, such as, Defence, Atomic Energy, 
Telecommunications and Space constitute important elements of the 
effort of the Department towards technological self-reliance. The 
Technology Development Council of the Elctronics Commission has 
also been responsible for finding a number of short-term projects 
on the development of information systems in priority areas, such 
as, steel distribution, health administration, and national planning. 
exploring the feasibility of net-works of mini-computers etc. En- 
couragement has also been given to a large number of companies, 
both public and private to register themselves as research and deve- 
lopment units with the Department of Science & Technology so that 
the base of our effort in the field of computers is broadened. Sup- 
port has also been given to professional societies such as the Com- 
puter Society of India to develop programmes which facilities ex- 
change of scientific information between various development, pm- 
duction and user agenciei. 



APPENDIX XI1 
(Vide. &agraph 7.21) 

.Note on R&D activities connected with computers. 

:Design and Development in Laboratories 

1. Design an? Development activity in the field of computers has 
a background starting from almost 1956-57. The first efforts in indi- 
,genous development activity in computers were a t  the TIFR, where, 
what was know as the TIFRAC Computer, the first electronic 
digital computer system designed and developed in India was op- 

terational in 1960. Since then, significant development in the D & D 
.area have taken place, particularly over the past few years. 

2.   part from the support for D & D activity in the field of com- 
puters to ECIL & TIFR mentioned earlier viz., the development of 
both hardware & software for thc TDC-16 & TDC-32 computer 
systems, the Department of Electranics has financed, through its 
Technology Development Counc:l projects for the design and 
development of a Dats Hanrilmg System for a Defence environ- 
ment ~t TIFR Bombay, a 'Mini-Ctmputer' and a 'Time Averaging 

'Computer' a t  the Jadavpur University (which along with IS1 Cal- 
cutta had earlier designed and built the ISISU computer). The 
Department has also approved Project Studies for the development 
sf computer-based management information and decision making 
system relating to areas of cultivator, science and technology, and 
-manpower planning, information systems, for which study teams 
have been set up in Delhi. These studies are  a part of the prepara- 
*tory work for the Computer Centre to be set up in Delhi with UNDP 
asqistance. The Vikram Sarabhai Space Centre, has developed an 
-X-Y Plotter, which has recently been taken on for commercial 
*manufacture by the Kerala State Electronics Development Corpora- 
%ion (KSEDC). 

3. The Technology Development Council of the Department of 
'Electronics, has also identified a number of application areas such 
as coal, agriculture, steel, railways etc. in which feasibility studies 
wi l l  be launched with the  active participation of user agencies and 
mlucational instftutions for planned induction of digital processor 
and supporting instrumerltation to  improve production processes. 



The Council is also considering development projects for new areas 
such as, Hybrid Computers and Array Processors. These would be 
of particular use in the oil industry. 

Design and Development in Enterprises 

4. Public Sector Enterprises such as Bharat Electronics and 
Hindustan Teleprinters Ltd. have developed, with their own funds, 
proto-types of certain computer peripherals such as paper tape 
readers, paper tape punches. and matrix type printers. The Depart- 
ment has also given design and development grants to BEL, through 
the Technology Development Council, for the design and develop 
ment of more sophisticated peripherals like Card Readers, Line 
Printers and Magnetic Tape Transports. These development acti- 
vities will be followed up by the Department to ensure the setting 
up of production facilities for these products on a commercial basis. 

5. A number of organisations in the private sector have also been 
registered by the Department of Science and Technology, on the 
recommendation of the Department of Electronics, as being compe- 
tent to undertake design and development activity in the field of 
computers. 

These are: 

(a) Alpha Electro, Delhi. 
(b) Aluminium Industries. Kerala. 
(c) Dem Datta Products, Delhi. 
(d) Sarabhai Electronics Research Centre, Ahmedabad, 
(e) Vidyut Research Pvt. LM., Bangalore. 
(f)  Applied Electro Magnets, Delhi. 



APPENDIX xIn 
(Vide paragraph 7.25) 

Note on the need for indigenous base for the manufactu~e, 
distribution, support and maintenance of computem. 

A techno-economic analysis carried out by IPAG has point& 
out that for the computer industry in particular, i t  would be very 
disadvantageous to the country in the long run to depend upon any 
foreign sources of supply, manufacture support and maintenance. 
The analysis concludes that it within the technological capacity of 
the country to develop a predominantly indigenous base of appro- 
priate technology in the country. This technology will necessarily 
be around mini-computer CPUs, Desk top peripherals and mini- 
computer networks. The following more important reasons are be- 
hind the advocacy of a national base for the industry rather than 
depending upon either the western countries or even the East Euro- 
pean countries. 

1. The computer industry is characterised by one of the fastest 
rate of growth of capital formation. A million dollar invited as 
capital in 1975 can multiply to about 8 million dollars by 1981 and 
32 million dollars by 1985, if the foreign manufacturer is let scot- 
free, as was the case in the past. This represents an almost two 
doubtink period. This indicates that invitation of capital in such 
an area is dangerous to the country in the long run. 

2. The technology even in terms of sub-systems is available from 
a very large number of smrces, for example for CPU, there are a t  
least 40 independent manufacturers from whom we can buy techno- 
logy if necessary. For any of the peripheral units, this number is 
even twice as large. "In the computer industry, there is no such thing 
as exclusive knowhow for which alternatives do not existw. This 
observation is valid for the appropriate technology decided upon for 
India, which also  take^ into consfderation the question of dimhi- 
shing return of the economy from over-sophistication. 

3. We are paying more for the services associated with computers 
than for technology itself. In  the Anal analysis, the technology cost 
will be less than one-third the service cost. This shows that often 
the technology aspect is over-played. 



4. The Computer CPU industry is loosing its identity because 
of the tremendous progress made in the Semiconductor industry. 
Large scale integrated circuits are available which incorporate as 
many as 20,000 transistors, diodes and other elements on a single 
chip. Technology has already been developed elsewhere which can 
bring products into market having close to 1,00,0(30 transistors, diodes 
and other such elements on a single chip within the next three years. 
Several companies abroad are in advanced stage of research for 
putting a million gates on a chip. The implications of this are 
tremendous. It  means the entire computer CPU to the maximum 
extent required by any organisation in a country like India with as 
extensive a memory as is necessary, will be available as one single 
component. The CPU industry is therefore. dead. What remains is 
the Semi-conductor industry. It is for this reason, the Electronics 
Commission has given highest priority for starting the Semi-csnduc- 
tor Corporation far making such large scale integrated circuits 
indigenously within the country. The entire capital will be Indian 
and will be in the public sector. The Corporation is proposed to be 
started sometime during 1976 and is expected to start the first phase 
production within two years. 

5. As to the Computer peripherals indus t ry ,  the Department of 
Electronics has given substantial funds to the Bharat Electronics 
Limited. Bangalore for developing and productionising a wide 
variety of peripherals. We are very proud to inform the Committee 
that the progress made by Bharat Electronics Limited is so good 
that some of the peripherals alreadv developed are as good as any 
imported ones. They are now working on the production of these 
peripherals. 

6. Arguments were advanced time and again that IBM computers 
can be substituted by Russian and East European Computers. It is 
our contention that it is a security risk for the country to have over- 
dependence on any foreign country as far as computers are con- 
cerned. IPAG analysis has given a large number of reasons for this. 
However. we venture to give one typical example here. Computer- 
isation is a path of no return. When organisations are restructured 
to accommodate a computer, the quality of work in various cnte- 
gories changes to such an extent that going back to Ale and pen 
system would be impossible in most cases. This is because, with 
the availability of computers more jobs will be taken up which 
could nnt have been executed with manual work. As a result of 

this. the organisational structure would be elevated dvinq scope for 
making better management decisions through, for example, a Mana- 

gement Information System. Tt is this factor of a one-way path that 



the foreign computer sellers and manufacturers exploit, They in- 
variably develop and sustain a distinct culture of computerisation, 
computer hardware and software which is difficult to be continued 
during expansion stage by another computer manufacture. In other 
words, once you decide to go in for an IBM system or an ICL system 
or a Russian System, there will be a intrinsic compelling factors 
which will make organisations to go with the same company for all 

times to come. This can equally apply to a conglomerate of or- 
ganisations, e.g., if one of the organisations under the Ministry of 

Steel goes in for an IBM system, for facilitating compatibility of in- 
formation transfer, there will be a constant urge to buy all other 

systems from the same source. This would be considered as the 
greatest danger to the country from foreign manufacturers, as this 
is a cumulative danger. It  is for this reason that the Department 

of Electronics views computerisation based on extra national sources 
whether it is from the west or from the east, as most undesirable. 
Where the technology is necessary to be imported, it is prudent to 
buy this technology on a one-time purchnse basis outright. 



APPENDIX XIV 

Statement showing the Conclwims/Recon~~n~dations of the 
Committee 

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

S.No. Para No. MinistrylDgtt. 
concerned ConclusionslKecommendations 

I .  2.41 Dcptt. of Electronics The Committee note the conflicting views regarding factors 
motivating the introduction of computers and other data-processing 

W equipment in various organisations. Reconciliation between these 
divergent views is, perhaps, a difficult task, particularly when the 
subject of computerisation itself is a complex one, often even 
shrouded in an aura of supratechnological mystery. The Committee 
found, for instance, that "computers were introduced in many cases 
as mere status symbols and to keep up with the 'Joneses', and not 
with any clear-cut and calculated assessment of its benefits as an 
effective management tool." An expert body looking into this ques- 
tion of Automation (1972), pointed out that the aforesaid criticism 
was "not altogether unfounded", and added that 'wen where the 
computer was introduced in order to obtain specific advantages, in 
most cases it was still not being efficiently used as an adjunct to 
a well-designed management-information system'. Another study 
sponsored by the Administrative Staff College, found, however, 



that the computer 'does not constitute a status symbol in the 
organisations'." 

In so far as the introduction of computers and data-processing 
equipment in Government departments is concerned, i t  would 
appear from an analysis of the evidence discussed in the preceding 
paragraphs that, barring a few cases where computerisation was in- 
escapable on account of the complexity of the applications, (as 
in the case of the Department of Space or the Telecommunication 
Research Centre) computerisation had been generally resorted to on 
a relatively 'ad hoe' basis without even any serious cost-benefit 
analysis and on an 'a priori' assumption that such equipment 
would improve the efficiency and speed of data-processing. Some 
Ministries and Departments such as the Department of Defence w, 
Production, the Planning Commission, India Meteorological De- 
partment, Directorate General of Supplies & Disposals, Central 
Bureau of Investigation, etc. have claimed that they had attempted 
some kind of a job analysis before going in for computers. The 
reasons offered by them are, however, essentially the somewhat 
routine arguments advanced by any organisation going in for 
sophisticated electro-mechanical gadgetry, namely, that such 
equipment would improve efficiency, enable the handling and pro- 
cessing of a large volume of data with ease, speed and reliability, 
and facilitate their efficient storage and retrieval. I t  would also be 
seen from the later chapters of this Report that many of the 
Ministries and Departments have not even been in a position to 
quantify, in concrete terms, the benefits expected to accrue from 
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computerisation, their replies in this regard being in general terms 
and rather vague. 

3. 2'43 Ileptt. of'Electrcmics The Ministry of Information & Broadcasting, alone among other - - - - - - - - . - -  sister organisations, have unequivocally conceded that  no job Information and Broadcasting analysis as such was done before acquiring the  data-processing 
equipment for the Commercial Broadcasting service and Audience 
Research Unit of All India Radio. Whire data-processing equip- 
ment had been acquired for the Commercial Broadcasting Service 
'as per the instructions' of the Minister and the Secretary of the 
Ministry. the equipments for the Audience Research Unit were pur- 
chased 'to cope with the heavy tabulation work coming up  a t  various 
Audience Research Units as a result of reorganisation of Audience 
Research'. The fact that the equipments acquired by the Commer- 
cial Broadcasting Service have not been put to use even two years 
after installation would indicate that there was obviously no genuine 
assessment of requirements. a default which the representative of 
the  Ministry was good enough to acknowledge before the Committee. 

4. 3 . U  Deptt of Electronics The Committee have learnt from the Department of Electronics 
that the majority of the computers currently in use in the country 
are largelv data-processing machines which support essentially 
accounting and other book-keepincr functions, and that this had 
been the result of the way in which business in India had been pro- 
moted by the foreign-controlled computer industry. Some of the 
qpplications ~omputerised in government departments lend cleqf . . 



support to this view. This is also generally corroborated by the 
study sponsored by the Administrative Staff College according to 
which. the Indian Management is, by and large, 'not very clear 
about the overall objectives of con~puters and, in many cases, com- 
puters were acquired with a vimv to dealing with the immediate 
and specific problems'. 

5 .  2 -45 Dcptt. of Electronin . -. - -. - - . - . . .. . . . It would appear that a t  least in the initial stages, computers had 
Home Affairs been promoted by the companies essentially as business machines 

and efficiency-improving office-equipment and that in the selection 
of applications for computerisation and in the choice of a parti- 
cular system or configuration, there had not been any positive 
understanding of the objectives sought to be achieved by compu- 
terisation or a scientific evaluation of how far a particular system w 

-4 or configuration would subserve the objectives envisaged. For F.I 

instance, the Director of the Central Bureau of Investigation has 
deposed before the Committee that a t  the time of hiring the e q u i p  
ment, it could not be anticipated whether all the machines would 
be required. This is indicative of grave deficiency in working out 
t he  requirements. 

6 .  2 . ~ 6  Deptt. of Electror~ics Computers had been introduced in government departments in 
Home Affairs the past to fulfil. no doubt, certain emerging requirements, but  it 

was done without objectively evaluating the overall needs and 
'without a careful enough scrutiny of what the end-objectives are 
and how the computers would fulfil these'. The system acquired 
by the Registrar-General of India is a case in point. The Com- 

- - ----- 



mittee find that an elaborate system comprising an IBM-1401 com- 
puter and both IBM and ICL, peripheral equipment was acquired 
by the Registrar-General for the processing of Census data with 
a view to achieving efficient storage, reliable retrieval, uniform 
cross-classification, economy and speed. It  is just not clear to the 
Committee why for what is apparently a one-time application it was 
necessary to acquire the equipment when this work could, perhaps, 
have been got executed through a centralised computer agency such 
as the Government Computer Centre. 

7. a '47 Deptt. of Electronics In many cases, apparently, the choice of the system of con- , 
figuration had also been largely left to the supplier firms like IBM, 3 
who specialised in what has now been diagnosed by the Depart- 
ment of Electronics as the 'discipline of spoon-feeding'. All India 
Radio and the Registrar General of India left the task of designing 
the system almost entirely to IBM engineers whose main thrust 
had been in the area of business applications rather than the pur- 
poses aimed at by Government. There are repeated instances of 
Government departments going in for equipment which was readily 
available, but they were lured, as it were, by the ready-made 
packages of hard-ware and soft-ware offered by the foreign-control- 
led companies operating in India. Thus, the system acquired had 
not been designed to suit our individual user-requirements, but 
whatever was readily available with the manufacturers were 
virtually thrust on this country on account of the sophisticated and 



alluringly aggressive salesmanship of IBM in particular and the 
comparative technical inexperience of our individual users. This 
appears to be particularly true in the case of the IBM-1401 series, (of 
which there is a peculiar proliferation in government departments), 
which, by the time they were brought into India on an 'As is' basis 
and refurbished for being supplied to various users, were entirely 
obsolete and had outlived their utility elsewhere in the world. 

The Committee have also been informed by the Department or 
Electronic that while working out the financial implications of 
computerisation, the technological alternatives had not been criti- 
cally gone into. The analysis made in this regard by the Infonna- , 
tion Planning and Analysis Group (IPAG) of the Electronics Corn- 2: 
mission is revealing. The analysis has shown that at  the time of 
installing an IBM 1401 system or ICL 1901 system in the country, 
equivalent mini-computers were available with the same capacity 
at a cost which was half the cost in 19710, one-third the cost in 
1972 and one-fourth the cost in 1974. In 1975, a computer slightly 
more powerful than the IBM 1401 was available at  a cost as low as  
$1200 for a 4000 word memory Central Processing Unit, as compared 
to the price of IBM 1401 of equivalent configuration of $20,000 or 
more. Thus, it would appear that little or no attention had been 
paid in the past to this important aspect which could have, perhaps, 
resulted in the acquisition of equally capable equipment a t  much 
lesser cost. 



9. 2 49 Dcptt. of'Electronics The Committee would like to draw pointed attention to the 
thoughtful and perceptive observations made by the representative 
of the Department of Electronics in his evidence before the  Com- 
mittee: 

"The main point is that we have had to pay substantially 
more than otherwise would have been the case if w e  had 
paid dedicated attention to this area and shown some- 
thing like the kind of interest and effort that the multi- 
nationals themselves put in terms of their marketing 
strategies and development." w .I 

0 

In evaluating the need for computerisation, the Committee feel 
that i t  would be wrong to ignore another aspect which is the social 
cost of computerisation as well. While the  Committee are sensible 
that our country must take everv possible advantage of modern 
scientific advance and technological innovation, they would stress 
that in an economy such as ours. where the problem of unemploy- 
ment is large scale and of serious proportions, the use of computerc 
and other sophisticated machines for traditional laboursaving 
applications may not be desirable or  even expedient. The common 
argument that computers lead to efficiency which in turn leads to 
profits. larger savings and faster economic growth is, perhaps, valid 
only from a long-term point of view, while the use of computers for 
predominantly labour-saving applications can well result in con- 
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trBcting the ei~iployrylent opportunities. I t  is uniortunate that 
adequate atterltion has not been paid to this important aspect in the 
past. The Committee desire that Government should invariably 
bake into account the social cost of computerisation and evolve a 
principled and positive approach for the selection of areas for com- 
puterisation on an over-all judgment in the national interest. 

What causes grave concern to the Committee is that, prior to 
1970, there was no clear institutional mechanism within Govern- 
rnelit for co-ordinating the computer requirements of different 
tiovcrnnwnt dcpartn~ents/agencies and even for evaluating the  
just~ficat~on fur computerlsation. The absence of an explicit policy- 
frame and well-defined criteria in regard to the areas and appli- 

.I cations in wh~cll  computers could and should be introduced further u 
aggravated tlic situation. Even after 1970, the Department of 
Stat~stics,  entrusted with the responsibility of co-ordinating the  
purchase and hire of computers by Government departments, and 
of evaluating the requirements of user departments and  ensuring 
proper utilisation of computer time, was, as pointed out earlier, not 
adequately equipped to consider these technological aspects. Now 
thnt the 1)epnrtment of Electronics has been entrusted with most 
of these vital responsibilities as a unifying agency, the Committee 
trust thnt there would be a more integrated and co-ordinated 
approach towards the entire question of computerisation in Gov- 
ernment departments. 



11. 2 - 5 2  Deptt. of Electronics The Committee are unable to appreciate why the responsibility 
for scrutinising requests for computem could not be entrusted to the 
Department of Electronics some years earlier as this Department 
had come into being in 1971. Moreover the Department of Electro- 
nics had already been entrusted with the responsibility for scrutinis- 
ing the applications for import of computers into the country and 
this could have easily been extended to cover scrutiny of require- 
ments for purchase/hire of computers by Government departments1 
public undertakings from the multi-nationals functioning in the 
country. Had this been done there would perhaps have been a 
truly knowledgeable and critical scrutiny to ensure that the compu- 
ters were purchased only where indispensably required i n  the 
larger public interest and also on the most competitive rates. 

The Committee find that the Department of Electronics has so 
far been designated as the nodal point for scrutiny only in respect 
of Government departments The Committee stress that  all re- 
quests for introduction of computers above a certain value, whether 
in the public or private sector, should be got scrutinised by the 
Department of Electronics which has the requisite expertise to 
make sure that such computerisation would subserve the larger 
public interest. 



The Committee are glad that the Department of Electronics are 
no longer just content with accepting the merits of a readymade 
machine which the Multinationals successfully marketed through 
their usual deft salesmanship, but are now trying seriously to 
identify the areas and problems where the use of the computer 
would really be an aid in taking correct decisions after evaluating 
all the complex factors. Since the user Departments have hitherto 
got used to a certain amount of what might be called spoon feeding 
by the Multi-nationals, i t  is necessary that a close watch is kept 
centrally by the Department of Electronics to ensure that the 
Departments identify precisely and carefully the problems and 
areas proposed to be tackled by computerisation and also spell out 
the benefits which would accrue from computerisation. 

W 

* 
As regards the criteria to be followed for the scrutiny of compu- 

terisation proposals from different Government departments, the 
Committee note that certain broad principles have now been evolved 
by the Department of Electronics, and that certain priority areas 
of applications which are export and production-oriented and 
would make for conservation of resources, foster indigenous develop- 
ment and R&D, etc. have been indicated. 

According to Government the use of computers is primarily to 
be made in industrial process control. designing. scientific calcula- 
tions, inventory control, defence system etc. Computers are also 
envisaged to he used for the process-oriented type of applications 



where they support essential improvements in industrial outputs 
in terms of controlling the process or improving the quality of the 
product and imploving the thr*augh-put of the process areas. 

In sum, the Committee would like a more precise policy and 
objective criteria for cumputerlsation in Government Departments 
to be evolved soon by the Department of Electronics so that  a 
national line on this issue could be laid down for principled imple- 
mentation. 

I 6. 3 '90 neptt. of Eltxrronics The Corntriittcc regret that their examination of this wide- Y ranging issue has br<)ught out some distressing features. Except 
for a few instances. nlrnost aH Departments had purchased compu- 
Icrs/datn procc.ising equipment directly and not procured them 
through the Ihrector (;enera1 of Supp!ies and Disposals, although 
ttic General Financial Rules and the provisions of the Manual of 
the Director-(;enera1 of Supplies and Disposals, required such pro- 
curement to he made through DGS&D only. One of the common 
esplanations advanced was that the computer and other data pro- 
cessing cyuipment obtained by the user Departments having been 
of a proprittory nature, i t  was not considered necessary to route 
their requirement through the DGS&D. The Secretary, Depart- 
ment of Supply, however, was sood enough to go on record before 
the Cnn~mittec that even in the case of 'proprietary items' the  
user Departments should have asked DGS&D to procure it. The 



Secretaries of the Departments of Supply, Foreign Trade and Ex- 
pencbture have also conceded that it was a mistake on the part of 
the user Departments to have ignored the existing procedure and 
they should not have resorted to direct procurement from the s u p  
plier firms, without seeking special exemption from DGS&D. 

17- 3'91 Deptt. of Electronics Another somewhat disconcerting feature of the multi-facet story 
of Government's acquisition of computers is that barring a few 
Ministries all others had procured the computerjdata processing 
equipment without floating any tenders on the plea that such items 
were of a proprietary nature. The exceptions have been (1) The 
P&T Department who obtained the computer from Elliot Bros. after 
floating global tenders (2) Chief Controller of Imports and Exports, 
(3) Overseas Communication Service, (4) Department of Commer- 

4 cia1 Intelligence and Statistics-whose tender enquiries, however, u, 

were restricted only to International Business Machines and Inter- 
national Computers Ltd. The Committee recall that during evid- 
ence, the Secretary, Ministry of Communications vouchsafed his 
opinion based on the experience gained in their own purchases, that 
by inviting global tenders better terms than those given by Inter- 
national Business Machines could have been obtained. 

--do - Another significant lacuna noticed by the Committee is that where- 
as under the General Financial Rules the Ministries are expected 
to route their purchases through DGS & D, they do not, in cases 
of hiring, have to go through that filtering process. Several De- 
partments of the Government were seen to have hired computersf 



data processtag equipment by direct negotiations with the suppliers. 
ThSs happened in spite of the view of the %retary of the Depart 
mmt of Supply that hiring was inter-linked with the economics of 
purchase and it was desirable to entrust bath these activities to 
DGS & D. 

19. 3'93 Deptt. of Elcctronia From the information furnished by various Departments it  ap- 
pears that except for a few recent acquisitions reliance has been 
placed almwt entirely on the western countries and the markets in 
the socialist countries have not been adequately explored. The , 

representative of the Department of Electropics during his evidence 
admitted that this had perhaps been due to g a p  in the information b 
available to Government till 1W2 about computers/data processing 
equipment that could be procured from the USSR. This does not 
seem particularly valid, since Indo-S~viet relations have been grow- 
ing over the years and a Soviet computer appears even to have been 
presented to the Indian Statistical Institute during the fifties. I t  , is needless also to point out that purchases from the USSR and the 
soc~alist countries of East Europe had the additional advantage of 
being covered by bilateral trade agreements. The Committez trust 
that the Department of Electronics wili in future, while processing 
the requisitions for procurement of such computers!data processing 
equipment far Government Departments as are not manufactured 
within the country, would explore the possibility of importing them 



on competitive terms from countries including USSR and other 1 
socialist countries. ! 

3 . 9 4  Deptt. of Expenditure The representative of the Department of Expenditure in defence 
of the procedure followed by the Departments in purchasing/hiring 
computers, data processing equipments etc. directly from IBM'ICL 
stated during the course of evidence: 

"If we now consider that they did not have enough knowledge 
of computer technology or that they did nat know com- 
puter software well enough and they allowed themselves 
to be spoon-fed by IBM salesmen, the Finance Ministry was 

W certainly in no better position to adjudicate between one e ~ ,  
proposed computer system and another. . . . By hind 
sight or better analysis now we say that if in 1968 a suit- 
able group of computer specialists had been got together 
to analyse the alternative software systems and then gone 
out to a world bid and taken an Italian or British com- 
puter, we might have saved 50 per cent of the maney over 
the period. It is in that way that the Committee notices 
a lapse. If that is so, I think this must be true, but the 
amounts involved though substantial were not so large 
that in every case it was necessary for such an elaborate 
procedure to be adopted tch find out possible alternative 
world sources." 



-- 
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21. 3'95 Deptt. of Electronics While the representative of the Ministry of Finance may weU 
feel called upon to defend the action taken by his predecessors, the 
fact remains that there have been many serious loopholes in the 
matter of prwessing the requests of Government departments1 
Ministries/organisations for acquisition of computers, data process- 
ing machines etc. Quite a number of such examples have come to 
the notice of the Committee, only a few of them being mentioned 
below: 

(1) As already mentioned in Chapter I1 no clear-cut guide- 
lines for determining the necessity or otherwise of com- 
puter, data processing machines e t ~ .  had been laid down. 
The result was that justifications were prepared and pror 
cessed 5n an 'ad-hoc' manner with the result that 'captive' 
computers have come to be procured for departmentsf 
Ministries where the work-load hardly justifies them: 
e .g . ,  Registrar-General of India, Heavy Vehicles Factory, 
Avadi; Vehicle Factory, Jabalpur etc. (For details please 
see Chapter IV). 

(2) The feasibility of utilising the facility in a common c w -  
puter centre, or  in conjunction or in association with other 
user departments does not appear to have been critically 
gone into. For example, the requirements qf U.P.S.C. 
and the Institute of Secretariat Training and Management, 



New Delhi (which work under the Department of Person- 
nel) could have been served by one data processing faci- 
lity. 

(3) The requirements were not spelt out in broad specific 
terms to facilitate determination, by an expert Govern- 
ment agencyidepartment, the number and type of units in- 
cluding data processing equipment, software, etc. which 
should go to make up the computer system so as to mini- 
mise the capital and recurring cost. 

(4) The Government departments did not take any concerted 
or determined measures to go into the reascmableness of , 
the terms of agreement for purchase/ hire of computers as 5 
Mered by IBMJICL. In this context the Committee 
would like to point out the astonishing instance where 
the charges for computers were allowed to be specified in 
American dollars with the result that heavy amount of 
Rs. 20 lakhs had to be paid by the Railways and other 
Government departments after devaluation qf the rupee 
in 1966 till the position was rectified in 1968 a t  the inst- 
ance of the Comptroller and Auditor General who had in- 
sisted that the charges should be expressed in terms of 
Indian currency. This was a glaring example of an exv 
penditure which could and should have been saved by 
the exercise of proper care and f ~ e t h o u g h t .  



The Committee desired to know whether the reasonableness of 
the terms offered by IBMIICL had been gone into by the Depart- 
ments before signing the Agreements. Replies received frcgn some 
of the departments frirnkly admit absence af any such scrutiny. For 
example, the Department of Commercia~ Intelligence and Statistics 
stated: "No attempt has been made in the past to examine in detail 
the reasonableness of the terms and conditions of the contract be- 
fore the agreements were concluded. The terms and conditions of 
the supplying firms have been accepted since it was said that they 
were the same to the customers throughout India." The Overseas 
Communications Service has stated: "No legal opinion was sought 
lor before entering into the agreements with IBM. At that time it 
was not considered necessary to do so on the basis that other users 
Government Departments and Public Sector Undertakings had ac- 
cepted similar standard terms and conditions offered by TBM". The 
DGS&D has stated: "There was no attempt made to examine in 
detail the reasonableness of the terms and conditions." 

I t  was therefore only natural that the powerful multinationals 
should have taken full advantage of this extraordinary complacency 
and apathy on the part of the user Government Departments. Ap- 
parently, the aggressive and also skillful salesmanship of the for- 
midable multinationals persuaded them to go in for hiring of com- 
puter system, the hard core of which largely consisted of autmoded 



and used machines in 1401 series which were only spruced up and 
refurblshed and hired out at a fabulous margin of profits. The 
Committee would like to point out that when the Railway Board in 
1974 and 1975, in pursuance of the recommendations of the Public 
Accounts Committee, took up seriously with IBM the revision of 
hiring charges for the computers, they were able to effect, to begin 
with, a reduction in annual recurring rental charges to the extent 
of Rs. 11 lakhs in November, lW4, fdowed  by a further reducthn 
of Rs. 19 lakhs in May 1975. This is a pointer not only to the Rail- 
ways earlier lack of care but also b the fact that by a meaningful 
and determined effort, Government, which had a t  its diqxxal: the 
expertise of the Department of Electronics, the Electrwics Corpora- 
t o n  of India, Research Institutions, and the Cost Accounts Branch 
cf the Ministry d Finance, could and should have been able to fhr %, m reasonable charges for acquisition of computers right in the be@- 
njng and avoided the costly lapses which have burdened the coun- 
Qy 's exchequer. 

-do - While examining the representatives of the Government Depart- 
ments on the pros and cons of hiring vis-a-vis purchase of  compute^& 
data processing machines, the Committee came to know of c&& 
apprehensions voiced by the User Departments, For example the 
Overseas Communications Service has stated that Uthe mPi&l in- 
vestment on outright purchases is too high", while DQS & D have 
drawn attention to "budgetary restrictions" as a r e a m  for hiriq 
the machine. 



25.  3.99 Deptt. of Electron ics The representatives qf the Department of Electronics hinted a t  
larger problems when he stated during evidence that "hiring seems 
to be an expense which can be incurred whereas investment on  
computers by outright purchase calls for certain additional levies 
etc. In terms of taxes". While this question cannpt at this point 
be discussed at any depth, the Committee are  of the view that the 
Ministry of Finance should have taken critical note sf whatever 
fiscal constraints were there and should have sought to resolve them 
to the extent possible. 

The attention of the Committee has been drawn to the expertise, 
required for keeping the computer system in serviceable ccadition 
and the high cost demanded by the multinationals for spares. The 
Committee feel that if Government had taken serious note of these 
and other allied difficulties it should have been possible, with t h e  
help of the Department of ElectronicsjElectronics Corporation of 
India, to devise suitable servicing arrangements as most of the com- 
puters in operation are supplied by one company and are located 
in Delhi. I t  should not have been too difficult alss to persuade the 
multinationals with the help of factual data about the imported cost 
of spares, to charge no more than reasonable prices for the parts 
required. 



The Committee would like Government to take concerted mea- 
sures without further delay, so that all constraints in the way of 
a rational decision about the purchase, instead of hire, of computer 
systems are eased out in the country's interest. 

-do- One of the chief arguments given in support of the cqncept of' 
hiring is that the machine could be replaced a t  any time or dispens- 
ed with. This provision in the Agreement should be put to effec- 
tive use by undertaking a critical review of the use to which the* 
existing computers, data processing equipment, etc. have been put. 
The Committee have elsewhere recommended that computer and' 
other spohisticated machines in a situation like ours should be 
pressed into service only where these are required in the interest 

UC' of scientific advancement or technological and production gain but 3 
never merely as a labour saving device. 

-do- The Committee, therefore, urge that the use of computers, data 
processing equipment, etc. may be given up where it does not chn- 
form to the afore-mentioned criteria. Where, however, the equip- 
ment is required in the larger public interest, a detailed analysis 
should be carried out about the un'its required for working the 
system. The effort should also be ts procure computer, data pro- 
cessing equipment, etc. from public sector units, (e.g., the Electronics 
Corporation of India) who have already developed a fair amount of 
capability in manufacturing and marketing such equipment. In 
this context the Committee wquld like to draw attention to the. 



well-known fact that there is still a high margin of profit available 
to the multi-nationals in the peripheral and supporting equipment. 
The Committee need hardly point out that with the advancement 
of knowledge as well as what is termed 'know-how' and technical 
capability in the country, it shwld be possible to replace, largely if 
not entirely, at  least the data processing equipment and other peri- 
pheral and supporting equipment by that of indigenous manufacture, 
preferably from the public sector. 

w 
30. 3.  r o q  Dept. of Electronics Where, however, it is not possible to replace the equipment by 8 

indigenous production, Gcwernment should examine in depth, with 
the help of the Department of Electronics and the Ministry of 
Finance (Cost Accounts Division), whether it would be more ad- 
vantageous to purchase the needed equipment outright rather than 
hire it. Wherever i t  is found necessary tol purchase the equipment 
outright, it should be procured from indigenous firms as already 
recommended earlier. But where it has to be imported, tenders 
should be invited from well-known and reliable suppliers of proven 
standing. Competitive quotations should be called for before select- 
ing the best equipment on the basis of performance, economics, etc. 



Where it is considered desirable to continue to retain the equip  
ment on hire, the terms should be most carefully scrutinised with 
the help of the Department of Electrqnics and the Ministry of 
Finance (Cost Accounts Division) so as to secure the most competi- 
tive rates. As mentioned earlier the Railway Board have been able 
to re-negotiate the terms for hiring of computers and equipment 
with the IBM in pursuance sf the Committee's recommendations 
and thereby secured a significant saving of about Rs. 30 lakhs per 
annum. 

The Committee would like to be informed of the precise action 
taken in pursuance of these recommendations in respect of com- 
puters, data processing equipment, calculating machines, etc. which 
are in operation in various Government DepartmentslMinistries. w 00 

9 

The Committee stress that Government should issue clear guide- 
lines to the effect that all future requirements for computers, data 
processing equipment, etc., would first be got examined in the 
Department of Electronics with reference to the criteria laid down. 
Where it is considered absdutely essential in public interest to go 
in for computers, data processing equipment, etc., these should be 
preferably procured from the public sector units and failing that 
from indigenous firms. Where computers, data processing equip- 
ment, etc. are to be purchased or hired from a multi-national, this 
may qnly be done centrally by the Depar$nent uf Electronics who 
may be assisted suitable by the Cost Accounts Branch of the 
Ministry of Finance. 

- -- -- - - - - - - - - - - - -- - 



3 4  4'35 Deptt. of Electronics The Committee had learnt, with some consternation, in 1974 that 
the utilization of computers in the Railways was far less than origi- 
nally envisaged and that the computers were not subserving the 
objectives with which they had been acquired. After scrutinising 
the actiqn taken by the Railways 'in pursuance of their recornmen- 
dations, the Public Accounts Committee observed in their 165th 
Report (April, 1975) : 

"Keeping in view the wider ramifications of the purchase or  
hire of computers etc. from these companies and the un- 
satisfactory utilisation of these machines as has been 
revealed by a study of the Railways' cqmputerisation 
projects, the Committee desire that the Ministry of 
Finance should immediately set up a committee of experts 
to examine how far the Government Departments which 
have incurred huge expenditure on acquiring these costly 
machines have been able to put them to worthwh3le and 
adequate use." 

The representative of the Department of Electronics stated during 
evidence in December, 1975, that the question of constituting the 
aforesaid Expert Committee was still, howsoever, "actively", under 
cans'ideration. The Committee have not yet been vouchsafed thc 
final action, if any, taken in the matter. They are thus driven to. 



reiterate that the Expert Committee shquld be constituted forthwith 
and should include, apart from experts in the field, a representative 
of the Cost Accounts Branch of the Ministry of Finance and at least 
one highly competent and independent person well-versed in the 
use of computers and data-processing machines by Government for 
administrative, organisational and other related purposes. This 
Expert Committee should examine in depth the justification for the 
computers, data processing machines etc., in use in each of the 
Government Departments, organisations etc., and suggest concrete 
measures to bring about efficient working. rationalisaion and eco- 
nomy. The Committee would like to be informed without delay of 
the concrete action taken in pursuance of this recommendation and 
also the results achieved. 

W 
S 

-do- The Expert Committee will be expected to evolve guidelines and 
check lists in wder to ensure that at  least in future the requests 
for acquisition of computers, data processing machines etc. would 
be examined critically in the light of the guidelines before decisions 
are taken. 

-do- The Committee emphasise that the Departments 1 organisations 
desiring to acquire computers, data processing equipment etc. should 
make a thorough preparation of their case by identifying in detail 
the projected tasks and assignments, as well as organising the data 
to be fed to the computer and training of staff etc. so that the 
computers, data procesSing equipments etc. could become effective 



immediately after acquisition. I t  is also necessary to have a pers- 
pective plan to  ensure the optimum utilisatim of computers, data 
processing machines etc. on a long term basis. 

Deptt. of Electronics The Committee stress that there should be a built-in arrange- 
ment in the department, organisation etc. for periodical evaluation 
of the actual use made of the computers, data processing machines 
etc. with reference to the hypotheses and parameters on the basis 
of which they had been acquired. This review should be carried 
out at  least once a year, so that timely remedial measures wherever 
required, could be facilitated. There should be no hesitation in 
giving up the use of a computer, data processing machine etc. where 
the logic of experience warrants it or where the work could be 
done more economically by availing of the facilities in a Computer 
Centre or in another Government departmentiorganisation. It  
should have also been possible to quantify the gains in financial 
terms as far as possible and to compare them with the parameters 
which had been assumed at the time of acquisition of computers, 
data processing equipments etc. That their continued use could 
and should be determined with reference to the cost benefit factor 
is a point which should not be lost sight of. 



-do- The Committee are glad that the Department of Electronics are 
encouraging the setting up of Computer Centres in metropolitan as 
well as Regional sites. As these would be mediumllarge-sized com- 
puters with a wide range of capabilities, it is necessary that there 
should be meaningful coordinatio+n between the computer centres 
and the users, particularly those belonging to Government and the 
public sector, so that the information and input and output systems 
in the computer centres are made to sub-serve the best and widest 
public interest. The Committee reiterate that they l w k  to the 
computer not just as a labour-saving device but as an instrument, 
indispensable in the modern context, of upgrading organisational 
capability to take well-informed and vitally productive decisions 
after taking into consideratiw the present-day multiplicity of rele- 

W vant factors. For example, there could be highly significant com- 3 
puter study and analysis of our exports and imports with reference, 
particularly, to the efflcacy of incentives given to increase exports 
of manufactured products and to, export goods to new markets, and 
also the inter-related subject of dis-incentives for imports, so that 
the country could accelerate the achievement of a self-reliant eco- 
nomy. There could also, similarly, be studies to evaluate the impact 
of various economic and fiscal measures on the development of the 
economy in various sectors, so that Governmefit could have useful 
and timely information on which to base appropriate action.' The 
Committee note that the Department of Electrsnics have already 
taken some initiative in the matter of developing an information 
system in various fields, such as coal, steel, manpower planning etc. 



39 - 4.40 Deptt. of Electronics The Committee would very much like a closer co-ordination bet- 
ween the Department qf Electronics and the user Departments. 
This should help to identify in depth the relevant requirements, 
particularly those which have a bearing on planning and develop- 
ment and concern more than one department. It  may be worth- 
while tq classify these requirements broadly under three heads:- 
economic administration, social admin,istration and general adminis- 
tration. There could be compact groups consisting of the represen- 
tatives of the Department of Electronics and the Departments con- 
cerned, so that they coluld identify the areas requiring computerisa- UJ 

tion after mutual exchange of 'ideas and programmes. Similarly, P 
the requirements of computers for the public sector could perhaps 
also be identified on a sectoral basis with the help of the Bureau of 
Public Enterprises. 

The Committee consider it important to stress that it is only when 
there is meaningful coordination between the user departments and 
the Department of Electronics/Manufacturing Units that a computer 
system programme can be properly designed to serve the public 
interest in the best way possible, and to avoid the waste, which so 
often occurs, of the country's talent and treasure. 



The Committee attach great importance to the data-security aspect 
involved in computerisation. So long as the leakage of information 
was possible only through men data security did not pose so very 
much of a problem. But with sophisticated instruments which can 
be remotely controlled or with components which can store informa- 
tion several times more than the normal human brain can, the dan- 
gers to data-security have become far-reaching and almost frightful. 
Today, it seems, in most of the Government Departments we generally 
have what is known as 'batch processing systems'. But in the not very 
remote future we would be having information system inter-connec- 
led with each other or system with multiple access. These new 
facets of technological change are bound to pose peculiarly complex 
problems of security. The Committee would urge that immediate 
attention should be given to this problem and Government should 
make sure of an adequate awareness in all sensitive Departments 
about the paramount importance of data-security, and also, the pro- 
vision of the essential wherewithal to counter all threats to it. 

The Committee note that there are enough monitoring safeguards 
to check against unauthorised transmission through the gadgets 
surreptitiously installed in our computers. But as pointed out in 
paragraph 5.1 the possibilities of such leakage cannot be completely 
ruled out. Several other subtle methods by which access to the in- 
formation can be had have been enumerated in the aforesaid para- 
graph. The Secretary, Department of Space himself told the Com- 
mittee that "the overall possibility of the espionage or intelligence 



gathering without the knowledge of other people is really fantastic in 
electronics, there is a large electroniomagnetic spectrum from which 
you can gather this ihformation". 

4=. 5'37 Deptt. of Electronics The Ministry of Defence, and the Department sf Space who have 
also installed computers, informed the Committee that they had 
taken special steps to screen the persons employed on operating 
computers. The Committee are not sure whether similar screening 
is being done by other Departments handling informatiw of a 
sensitive nature. The Committee feel that such screening is neces- 
sary not only in the Departments of Defence and Space but in 
other key Departments also. Government should take adequate % 
care and issue necessary instructions in this regard. The Committee 
were informed by many Departments thpt they had their own per- 
sonnel for maintenance. But in thwe cases where the computers 
had been hired and the maintenance was being done, for example, 
by IBM, the representative of the Department of Electronics ack- 
nowledged the danger of a foreign manufacturer's employee W- 
coming friendly with their personnel of the computer with a spe- 
cial motive and worming his way to the information. 

About IBM, the Secretary, Department of Space, made a pregnant 
observation: "in the last 5 years or so we have been fairly aware of 
the difficult position in which the IBM has been able to place the 
various parts of the world". Alluding to IBM, the representative of 



the Department of Communication, had similarly to say: "regarding 
any international organisation of this type which is foreign without 
mentioning anything specific i t  can be said that we would not be 
surprised if we come to know that some foreign multinational cqr- 
porations which are operating in our country adopt certain methods 
which are not in our national interest". In the light a£ these obser- 
vations and in view of the fact that the country continues to largely 
depend on foreign companies in the computer field the Cornmi'.tee's 
anxious concern about the security aspect will be appreciated. 

4 4. 5 '39 Deptt. of Electronics This concern has been accentuated by the fact that there appears 
---__.- 

M/Home Affairs to have been no coordinated thinking from the security angle, on the 
part of the agency of Government dealing with security, namely, the 
Ministry qf Home Affairs. The Home Secretary had simply stated 
that each Department was supposed to take necessary measures % 

4 from the security aspect. This is a rather airy observation, least 
expected from the Home Ministry. The Committee are of the view 
that the Ministry of Home Affairs should have taken continuous in- 
terest all these years in this vital matter and should have been in 
a position firmly to reassure the Committee that data in our sensi- 
tive departments at least were being rigorously and fully safe- 
guarded. 

The Committee note that the Department of Electronics are ex- 
ercised about the problem of ensuring security of information and 
are considering actively the setting up of a panel of specialists to 
advise the EIectronics Commission on this issue. The Committee 
wish this panel of experts to be constituted without delay. The panel 



of experts may co-opt representatives of the Ministries of Home 
Affairs, Defence etc. so that all relevant aspects can be taken into 
account while devising foolproof measures to guard against data 
falling into unauthorised hands. The Committee would also like to 
refer in this context to the statement made by the Department of 
Electronics that it was technologically possible to instal hardware 
and software keys with the help of local computer engineers on im- 
ported systems in order to obviate chances of leakage of data to un- 
authorised persons. The Committee would like Government to con- 
sider whether these technological devices should nst be installed 
straightaway on the imported computer system working in the sensi- 

W tive Government Departments so that no risks are taken with data- 
security. 

46. 5 '41 Deptt. of Electronics The Committee would urge that the Department of Electronics 
should take a lead in encouraging research studies to increase know- 
ledge and understanding of the secarity of Computer System, more 
specially the computers which have either been taken on hire from 
multinationals or which have been imported. The Department of 
Electronics should have a cell which would provide computer users 
and indigenous computer manufacturers with information and gui- 
dance about security measures. 



The Committee understand that the subject of preserving confi- 
dentiality of information, particularly concerning individuals, so 
that it is not mis-used by unauthorised persons, has been attracting 
the attention of a number of countries like Germany, France, United 
Kingdom etc. In U.K. two white Papers on "Computers and Privacy" 
and "Computers: Safeguards for Privacy" have been brought out 
during the last two years. The Committee suggest that the develop- 
ments in U.K. and elsewhere may be studied by the Department of 
Electronics and perhaps also utilised in whatever ways might be tho- 
ugh t appropriate. 

The Committee find from an analysis of the operating revenues 
of 1B;M & ICL that machine rentals have been the principal sources 
of their revenues in India. In the case of IBM, the percentage of ma- 
chine rentals t a  the total operating revenues ranged from 53.39 in 
1974 (Rs. 12.57 crores) to 61.10 in 1969 (Rs. 6.12 crores). So far as, 
ICL is concerned, the percentage of machine rentals to their total 
income in 1975 was 62.25 (Rs. 4.91 crores). and that for 1974 stood 
a t  59.12 (Rs. 4.07 crores). Further major item in the revenues of 
these companies is the charges on account of data processing. About 
9 per cent of the total income of IBM in 1974 was derived from this 
source. 

The Committee have elsewhere in this report commented on the 
thoughtless manner in which the machines were taken a t  exorbitant 
rent by Government departments and other users. It is strange that 
Government took no steps to ensure that maahines which had been 
largely brought in on what is called 'As is' basis and being of negli- - 
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gible value had to be somewhat refurbished could a t  least be ac- 
quired by the users at  reasonably bwered prices or were hired on 
commensurate rentals. The Committee feel that if this elementary 
care had been taken and the rentals fived on a rational basis after 
taking into account the import price, the estimated cost of refurbi- 
shing, the life of the machine (with particular reference to the dep- 
reciation claimed from Income-tax authorities) and also the fact of 
reasonable charges having to be made for spares and maintenance, 
Government Department would have been able to save large 
amounts of money. 

50. 6 -  148 Deptt. of Electronics As noted earlier, one of the chief items of business which pro- 
vides substantial revenue and profit to the multi-nationals comprises 
the provision at a price of data processing facilities. I t  seems now 
entirely within the technological competence of the Department of 
Electronics to set up the common computer and data processing 
facilities to meet the country's requirement. The Committee have 
elsewhere in the report stressed the need for a time-bound pro- 
gramme to set up these centres in metropolitan and other key re- 
gional cities. Such facilities should be such as not only to meet the 
users' present requirements but also anticipate the steadily growing 
sophistication in information systems. The Committee wish that 
the Department of Electronics set up these facilities without delay 
and in a satisfactory manner, thus obviating any further reason for 
the foreign companies to function in this area, 



I. 6 149 Deptt . of Electronics The Oommittee note from a recent study that the total outflow - - of foreign exchange as a result of IBM o:perations in India works out 
Depn. oiEconmicAffairs to about Rs. 10.83 crores during the period 1969 to 1974. At  a lesser 

level, the total outflow of foreign exchange on account of ICL's ope- 
ra t ims  in India comes to about Rs. 9.58 lakhs during the period 
1972-73 to 1974-75. 

The Committee cannot appreciate the rationale behind the deci- 
sion to allow IBM and ICL an import entitlement to the tune of 85 
per cent of the value of their export earnings. This concession has 
enabled these companies to bring in at negligible cost machines 
which had been outmoded in advanced countries o n  'As Is' basis and 
then to  rent them out a t  exorbitant rates to the users here, includ- 

P ing Government Departments. This facility has also enabled the 
multi-nationals to import punch-card systems and unit-record ma- 
chines and such other items, which are obsolete elsewhere but could, 
still be palmed off to gullible Indian users a t  a high margin of profit. 
Apart f r ~ m  the sharp practice involved, such transactions bring in  
outmoded, largely superfluous and yet expensive technology which, 
in effect, retard our own advance. 

5 3. 61.151 Deptt. of Electronics The Committee see no reason why Government fell for such a 
peculiar package arrangement as has just been referred to. I n  all 
prudence the details and value of machinery and parts required 
for turning out export p r d u c t s  should have been scrutinised at some 
depth. It was all the  more necessary b ensure that the machinery 



and parts imported for the internal market truly conformed tu, 
the Government's thinking and policy on computers and that the 
equipment so imported was best suited to the technological require- 
ments of the country. In any case, Government should have taken 
pains to see that there was a ca-relation between the cost at  which 
the goods were imported and at which they were made available to 
the end users including Government Departments, in order to pre- 
vent all scope for defrauding the public and the exchequer by 
dexterious manipulations. The Committee would like to recall in 
this context the views put forward by the Secretary, Electronics 
Commission, during the course of evidence before the Committee: 5 

"We are clearly of the view if there is to be any meaningful 
role of the operations of IBM in regard to 100 per cent 
export programme, it has to be as in the case of other 
export promotions where no such preferential account is 
built up. Foreign exchanze earnings come in the country 
and become part of the reserves and import operations are 
undertaken based on the kind of product to be imported, 
their prices and implications for the local programmes". 

54. 6.152 Deptt. of Electronics The Committee would like Government to ensure that in any - transaction with multi-nationals and foreign companies in compu- 
Deptt. Of ters etc. care should be taken to prevent a net outflow of foreign 

exchange; that the import requirements for export manufacture are 



treated distinctly from those for the internal requirement of the 
country; and that a strict watch is kept on the quality, quantity and 
price of goods and their relationship to the requirements of the in- 
ternal market and the price charged from the end user. 

The Committee note that the ICL follow different conversion fac- 
tors in the matter of transfer of machines and equipment from the 
parent foreign company to the Indian branch; the rate ranging, for 
some extraordinary reason, from f l=Rs. 8.3 to f l=Rs. 19.25. This 
must be a clever mechanism which must be fully probed by Govern- 
ment and action taken accordingly, so that all detriment to the coun- 
try's interests can be avoided. 

56. 6 .  t 54 Deptt. of Electranics The only tenable excuse for the import of 'As Is' machines could 
be their suitability, at competitive cost, to the users at a particular 
stage of development. The facts as pointed out in Chapter I11 and 
earlier in the Committee's 127th Report on the use of computers for 
the Railways, indicate clearly that the hire charges were exarbitant 
and bore hardly and relationship to the nominal cost a t  which these 
'As Is' machines were imported as "hulks" and refurbished after 
arrival. The only valid criterion for permitting such imports would 
be whether these had been made available at economic or reduced 
rates to the end-users. The answer to this query can be only in the 
negative. The Committee regret Cu find that Government never ex- 
erted itself through its various specialised and also knowledgeable 
agencies like the Departments of Electronics, Railways, Economic 



AfTairs and Industries to examine the issue in an integrated manner 
and even to ensure that an organisation like IBM did not use the 
nascent market of India as a dumping ground for its outmoded ma- 
chines by dint of high-pressure salesmanship. The Committee would 
like Government to a t  least learn a lesson from this harsh experien- 
ce. Such package deals as have made it possible for IBM to dump in 
India what was largely junk, that is, machinery and gadgets which 
had hardly any market elsewhere in the world and yet to earn ex- 
cessively high profits without making any substantial or significant 
contribution fowards India's attainment of self-reliance in critical 
areas of computers, must no longer be tolerated in this country. 

57- 6.155 Deptt. of Electronics The Committee learn that the Electronics Commission had made 
a review of the activities of the IBM and ICL as far back as 1971 

of FkoMrnic Affairs and had come to the conclusion that "as foreign controlled companies, 
the activities of IBM and ICL should be so re-oriented that they are 
cwncentrated either in heavily export-oriented production program- 
me of both hadware  and software and/or in domestic manufacturing 
activities involving production on the basis of advanced technology 
sn fully contemporary computer equipment which fulfils genuine 
national needs." The Committee note that the matter has been 
sought to be followed up since by the Department of Electronics, the 
Department of Economic AfTairs and the Reserve Bank. In a com- 



munication sent by the Reserve Bank to the IBM in November;. 
1975, i t  was stressed that: 

(i) The Indian branch of IBM shall be converted into an  In- 
dian company, with a non-resident interest in the equity- 
capital not exceeding 40 per cent, within a period of 2 
(two) years from the date of receipt of permission d e r  
Section 29(2) (a) read with Section 29(2) (c) of the Act. 

(ii) The manufacturing activities of the company shall be for. 
such capacity as is approved/recognised by the appropriate 
authority as on 31st December, 1973, subject to such addi- 
tions or modifications as permitted upto that date by the 
press notes and notifications issued by the Government 
of India under the provisions of the Industries (Develop 
ment & Regulation) Act, 1951. u 

(iii) The branch shall not expand its business activities beyond 
the level existing on 31st December 1973 or undertake any 
new trading, commercial, industrial activity without the 
prior approval of the Reserve Bank. Such prior approval' 
will not be required in respect of export of goods manu- 
factured by the branch. 

(iv) IBM will submit to Government of IndiajReserve Bank 
of India, within a period of 3 months from the date of' 
receipt of the Bank's approval under Section 29(2) (a) 
of the Act, proposals relating to the taking ,over of the 
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assets and liabilities of the Indian branch of IBM by the 
new Indian company to be floated for the taking over of 
the business of the branch, along with an application for 
issue of shares by the new company. 

58. 6 -  I 56 Deptt. of Electronics The Committee understand that the position has not yet cry- - --- stallised as the matter is still under discussion between IBM and 
Deptt.nfEconomic Affairs the various Government departments concerned. The Committee, 

59- 6- 157 Deptt. of Electronics 

are however, positive that the provisions of the Foreign Exchange 
Regulation Act and the guidelines and directives issued thereunder 
should be strictly enforced and the spirit underlying this basic 
national legislation must not be foiled. With the growth of our 
computer industry and the measures now happily being taken to 
develop mini and midi computers, and the setting up of the Compu- 
ter Maintenance Corporation, i t  should be possible for us to be 
self-reliant except for t w  highly sophisticated areas requiring large- 
sized computers. There can, thus, be no reason to truckle down to 
the truculent postures of such formidable foreign firms Iike IBM. 
These observations apply mutatis mutandis to ICL and its associate 
ICIM. 

The Committee feel happy and fortified in their view, as they note 
the statement made before them by the spokesman of the Electro- 
nics Department that "in case IBM decide that they would not really 
fall in line with the policies of the Government of India and if they 



- do- 

decide to leave the country, we should not be in any difficulty at 
all". He had added that "the Technological options that we  see 
for this country-the manner in which computer industry should 
develop in this country are decidedly not in line with the technology 
policies of IBM". 

I t  is seen that the exports made by JBM consist mostly of unit 
record machines and punch card systems, both of which are fast 
becoming obsolescent in the context of rapidly developing techno- 
logy. India has an abundance of skilled manpower, and if IBM 
really meant to assist in the technological or industrial growth of 
this country, they could have had a more meaningful programme for 
manufacture. They have made no effort, either to sub-contract 
their export requirements to indigenous units, help them with P, 
technology and know-how and to secure a meaningful participation 4 

in export effort. Assistance from such quarters as IBM cannot, how- 
ever, be expected for such tasks as the development of a research 
and development programme which would truly facilitate the 
attainment of self-reliance and the upgrading of our technology to 
an internationally competitive status. 

61. 6 r 59 Deptt. of Electronics The Committee would insist that whatever proposals are put --- - 
Deptt. of Economic Affairs forward by IBM or ICL in compliance with the directives issued 

by Government or the Reserve Bank of India in pursuance of the 
Foreign Exchange Regulation Act, these would be scrutinised 
minutely by our own experts well-versed in electronics, costing etc. 
so as to make sure that IBM, ICL and other foreign companies are 



not permitted to circumvent the country's laws and that their role, 
if any, is permissible, should be strictly limited to export plus high 
technology programmes subserving the national interest. 

62. 6 -  160 Deptt. of Electronics The Committee attach great importance to this matter and 
would like to be informed as soon as some tangible decisions have 
been taken about IBM, ICL and other foreign companies in the field 
of computer industry. They would like to be satisfied that the 
decisions conform to the criteria hereinbefore indicated. 

63. 6 -  161 Deptt. of Electronics In their 127th Report (5th Lok Sabha) on the Railways, the - - 
Deptt. of Revenue & Banking Committee had pointed out that there was serious difference in the 

prices shown by IBM for customs in import documents and those f3 
00 claimed by them from Railway administration. The Committee 

callep for information about the purchase price paid by Government 
Departments on items imported by IBM and ICL and the actual 
value of these articles declared to customs a t  the time of impor- 
tation by the suppliers. They regret to observe that the Central 
Board of Excise and Customs have not been able to furnish the 
iuformation to the Committee. Certain excuses for this failure 
have been conveyed to the Committee, but they are by no means 
satisfactory. In view of the apparently huge margin between the 
cost as shown in declarations to the Customs authorities and the 
cmt as charged from users including Government Departments i t  is 
strange that Government c ~ u l d  not collect the relevant information 
required by the Committee. On their own admission, the Central 



Board of Excise and Customs had been aware of the fact that "the 
IBM having relationship with their foreign associates were in a 
better position to import such 'AS IS' machines by under-invoicing 
them and charge high margin of profit by selling those machines in 
India". In spite of it, unfortunately, the customs authorities had 
not stirred themselves to action in earlier years. If the differentials 
bet~veen the prices c.harged to the users and the prices shown in 
the customs document by IBM, as in the case of Railways is any 
indication, IBM must have defrauded our customs revenue on a 
huge scale. 

A summary recapitulation will give some idea of this defraud- 
ing process. From 1 May 1962 to 25 August 1973 impqrts made by 
1BM had to be assessed to customs duty on the basis of Inter- % Company Billing Prices plus 73 per cent and actuals of the freight, a 
insurance and other charges. From 25 August, 1973 i t  was found 
necessary to increase the loading to 350 per cent in respect of capital 
goods machinery and equipment etc. imported by IBM and for data 
processing equipment loading was decided on case to case basis. 
T,he position being disconcerting, the Committee wanted to know 
the exact position and the rationale of this imposition which was 
no doubt necessary to foil IBM's sharp practice. The Committee 
regret that things appear to be done in Customs on an ad lzoc basis 
and there is no consistent principle behind assessment of customs 
duty on the import of "AS IS" machines. Between 1956 to 1962 
the customs duty was related to the rentals charged by the Com- 
pany. Later on, certain other additions were made on account of 



the value of remittances made by the Company of their foreign 
profits and i t  was fixed a t  73 per cent. After a subsequent review 
the Department came to the conclusion that higher cust3m duty 
should be charged but a final decision was taken only in December 
1974 that is perhaps after the Committee's Report on the Railways 
was presented to Parliament. Our Customs administration should 
be run on a more principled foundation and all efforts in that 
direction must be made forthwith. 

65. 6.163 Deptt. of Electronics The Committee disappmve of the casual manner in which this ---------_ question of customs duty was dealt with by the Customs authorities, Deptt.of Revenue & 
Banking particularly, in  the earlier years. I t  is more surprising that al- % 

though Customs Rules permitted fixation of prices for assessment 
of customs duty on the basis of the domestic selling price i n  the 
country of origin, Government did not resort to this rule till pre- 
sumably the AuditiCommittee pqinted out the apparent anomaly 
in the prices declared to the customs authorities and charged to 
the Railways etc. 

The Committee find that while since August 1973 the value of 
capital goods imported by the IBM is being determined after load- 
ing the  inter-company billing price by 350 per cent, in the  case 
of data processing machines etc. the loading would be varied from 
machine to machine, depending upon what the price of that  machine 
is in the country of export less 25 per cent. adding to it, insurance 



and freight. ISM has questioned the very basis of the o&r of load- 
ing of Intercompany prices by 350 per cent and gone up in appeal 
to the Appellate Collector. The Committee are informed that a 
settlement was reached with the company that pending judgement 
by the Appellate authority the customs duty would continue to be 
collected on the existing basis and that the company would pay the 
difference retrospectively if the decision went against it. The 
Committee have also been informed ,that a guarantee and bond 
have been taken fmm the company to this effect. Keeping in view 
the huge amounts involved and the importance of resolving uncer- 
tainty in the matter, the decision by the appellate authority should 
be expedited. Meanwhile, the Committee suggest that the form 
and amount involved in the bond and the guarantee given by the 
IBM should be examined by experts in  the line in order to make 
sure of its adequacy and enforceability, c-. 

-do- The Committee are surprised that the question of similarly load- 
ing the invoices of the other multi-nationals like ICL and ICIM 
for the import of machinery and data processing equipment has 
not been finalised so far. The Committee stress that this should 
be done without delay. 

68. 6.166 -do-  The Committee regret to note that it has not been possible for 
the Central Board of Excise and Customs to furnish to them details 
of the total customs duty realised on all imports by IBM and the 
total drawback paid to them during each of the last 6 years on the 
ground that the statistics in the Customs House are not maintained - 



- - - - - - - - -- - - - - - - - - - - 
importer or exporter-wise but on the basis of commodity descrip- 
tion. The Committee do not consider this to be a satisfactory ex- 
planation because there are not many importers of data pmcessing 
equipment. Even with commodity-wise figures i t  should have been 
possible for the Customs authorities to furnish with some effort 
information ahout the drawbacks paid to the IBM because accord- 
ing to the Customs authorities themselves, IBM exported only 2 
types of machines, namely, 029 and 129. 

@. 6.167 Deptt.of Electronics The Committee are also unhappy about the manner of payment - - -- of drawback to these firms. Procedure regarding the determina- $ Depn.of Revenue & ~3 
Banking tion of drawback amount envisaged verification of the fact that the 

customs duty had been paid on certain components wlhich went 
into the manufacturing process. The Customs authorities claimed 
that they were doing this verification. But Audit had questioned 
this claim on the ground that once the component is put in a machine 
it is difficult to identify. The field officers of the Audit Party had 
themselves tried to identify the components going into the manu: 
facture, but they were unable to 6 3  so. As a result the customs 
authorities had resorted to a cut of 30 per cent 9f the drawback 
claimed, as a rule of thumb. The Board of Excise and Customs had 
themselves admitted that as a result of the intervention of Audit 
they had to re-examine the rate of drawback admissible to the IBM 
and as a result Rs. 33.32.560 which was sanctioned, has since been 



withheld. n i s  goes to prove that the earlier claim of the Custom 
Department that only due amount was being paid to the IBM as 
drawback was not correct. In the absence of physical verification 
of the duty paid components going into manufacture, i t  was learnt 
that the Customs authorities were depending on the certificate of 
the exporter which was admissible under Rule 11 of the Customs 
Rules. The Committee feel that the amount of Rs. 33.32 lakhs due 
from IBM on the ground of excess payment of drawback is not a 
small amount and Government should review thoroughly the 
entire basis and the modalities followed in determining and paying 
d ~ w b a c k  so as to recover the over-payments made to both IBM 
and ICL on this account. 

An interesting facet of this problem which came to the notice of 
the Committee wa:: that IRM was allowed to import certain items QJ 

on payment of import duty and certain others under bond. Only 
recently IBM had been given option either tv use wholly duty-paid 
components or bonded components in their manufacturing process. 
Since the items imported on payment of duty as well as those im- 
ported on bond are likely to be used in the same machine, the 
Committee feel that the Customs authorities shouId segregate them 
and ensure fha t  the duty is orrectly levied and paid and drawback 
is also correctly given. 

71. 6.169 d o -  IBM hires its machines to customers on the basis of one time 
installation charges. It has hem clarified by the Board of Excise . *. and Customs that for purposes of levp of excise duty they evaluated 
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the various types of computers and Data processing machines on 
the basis of list price of such machines plus "onetime installation 
charges". The Excise authorities also loaded the prices declared 
by IBM by 73 per cent on the analogy of customs. But this has 
been appealed against by IBM. The Committee feel that the deter- 
mination of the value of the products of the company should be 
carefully re-examined by Government so that the correct value for 
levy of excise duty is determined and the excise duty legitimately 
due is realised. 

73. 6.170 Deptt.of Electronics 
Deptt.of Revenue & 
Banking 

In view of the fact that in  respect of "AS IS 'programme the $ 
contribution of IBM is only to, refurbish the obsolete machines im- * 
parted by them from abmad, i t  is a moot point whether this should 
be treated as a 'manufacturing' activity for purposes of claiming 
tax-credit certificate and other benefits under the Income-tax Act. 
The Department of Electronics were prepared to treat "AS I S ' a s  
an assembly programme. The Department of Electronics, as point- 
out earlier in this Report, had cast doubt about calling them as 
"genuine manufacturing activity". Another wing of the Govern- 
ment, viz., the Income-tax Department, had also questioned this 
definition and had informed the Committee that 'the entire issue 
whether the comjyany's activities in India can be treated strictly 
as "manufacturing" will be examined in detail during the course of 
the re-assessment proceeding? for the year 1967-68 o n w d s ' .  In 



view of the varying opinions expressed on the subject and the re- 
venue imp1icaticl:ls involved the Committee feel that Government 
should immediatzly determine the correct description of the activi- 
ties of these multi-nationals which will also enable a proper per- 
ception sf their role from the social angle. 

The picture that emerges about the performance of IBM on the 
Income-tax front is also very discouraging. The Committee had : 
asked whether any default under the Income-tax Act, viz. in the 
filing of returns, payment of advance tax, dejuction of tax at 
source and perquisites given to officers and emplwayees etc. had come 
to notice in regpect of the company. The Ministry replied that no 
default on the part of the company in respect of filing of returns, 
payment of advance tax etc. "has come to the notice of the Depart- 
ment so far." This almost sounds an evasive answer, and the Com- E 
mittee would require specifically the details for all the years for 
which IBM filed the returns, the dates on which such returns were 
received the date of payment of advance tax, the total tax deducted 
a t  source and paid to Government's account. That the Department 
has been lax in this case is evident from the fact that the payments 
made by the Government Departments and other agencies were not 
subjected to deduction of tax at source under section 195 of the 
Income-tax Act till 1970. Even after March 1970, the company had 
managed to get a certificate under Section 195(3) from the Income 
Tax Offlcer and it has not been vouchsafed to the Committee, whe. : 
ther they had fulfilled all the conditions mentioned in Rule 29 (b) , --. 
of the Income-tax Rules. - j  
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74. 6.172 Deptt. of Electronics As regards the recognition of the assessee as a company, there --------- are many areas of darkness on which in spite of the best efforts of 
Deptt.ofRevenue& the Committee light has not been thrown by the Board. I t  was Banking stated that the IBM World Trade Corporation was recognised as a 

company under sub-section ( 6 )  of Section 2 of Inome-tax Act, 1922 
The file in which this recognition was issued in 1953 was stated to 
be missing. Then when the question of assessment came, the IBM 
World Trade Corporation subm~tted only its branch account's results 
for Income-tax purposes and the departmat 's representatives ad- 
mitted that IBM World Trade Corp.xation$ books were not called 
for scrutiny. To a question whether they were in possession of the 5' 

5 8  Company's World Balance Sheet, the reply was in the affirmative. 
If so, it is intriguing how the proper allocation of expenses were not 
made and it was left to the assssee to come forward with a "Volun- 
tary" disclosure of head office expenses wbich were claimed and 
allowed, in spite af their being excessive and suspect, It is obvious 
that the Income-tax department has been adopting an attitude al- 
most of throwing up its hands while dealing with IBM World cor- 
poration, possibly under the impression that they could not call for 
information regarding the total global activity of such foreign com- 
panies. To a question whether Rule 10 of the Income-tax rules 
applied in this case, the witness replied that since the Branch balance 
sheet was available it was not necessary to resort to Rule 10. This 
is, to put it mildly, following the line of least resistance. T,he Com- 



mittee are not satisfied with the Ministry's reply. The Income-tax 
Department was not even apparently aware of the  fact that  IBNL 
World Trade Corporation which had obtained recognition as a com- 
pany had split into two subsidiary Corporation, viz. IBM World 
Trade AmericalFar East Corporation and IBM World Trade Europe 
Middle East Africa Corporation. To a question about this divisiw 
the Department's reply is as follows: 

"As the parent company i.e. IBM World Trade continues as 
such, without any change in name or  form, the  question 
of fresh recognition of the Branch sf the company does 
not arise." 

It is not clear from this reply whether the Indian activity alone 
remained with IBM World Trade Corporation and not transferred 5 to the  Far Eastern subsidiary. However, the Committee find from 
the Company's Annual Report of 1974 that the Indian Branch is 
managed by the Far Eastern subsidiary. I t  is therefore surprising 
that the Ministry should say that  the original certificate issued far 
back in 1953 to the lIBM World Trade Corporation would continue 
to apply to the branch. 

-do - I t  is on record that substantial additions had to be made by the 
Income-tax authorities in the r e h m s  submitted by IBM during the 
years 1M7-68 to 1973-74. The major addition was on account of 
excessive development rebates claimed by the cwnpany which were 
not allowed by the Income Tax Officer. The Committee however 

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



6.175 Deptt.of Electronics 

Depn. of Revenue & 
Banking 

- -- - - -- -- - 
note that relief was subsequently granted by the Appellate Assistant 
Commissioner. The Tribunal also did not uphold the Govmnment's 
stand. However, the Department has filed an application before the 
Bombay High Court. The Committee urge Government to pursue 
the matter before the court conclusively. Besides the development 
rebate, there were certain other additions made by the Income-tax 
Officer which were acquiesced in by the assessee. The Committee 
Would like Government to examine whether these additions attract 
the provisions relating to concealment and if so the necessary pena- 
lities should be imposed and recovered. e 

00 
The Committee also find a serious lacuna in the Incornetax 

law viz., section 33(l) (a). According to the Board of ~ i r e c t  Taxes 
development rebate was permissible on second hand machinery 
under certain circumstances namely that such machinery or plant 
was not used in India at any time previous to the date of such ins- 
tallation. No wonder TBM had claimed development rebate on the 
"AS IS" machineries imported by them. It  has been admitted by 
the Department of Electronics that all that was done to these "AS 
IS" machines was "to assemble them". Therefore, to regard this 
activity as manufacture and to allow Development Rebate on 
machines given even on rentals is something which appears to be 
not in consonance with the objectives underlying this rebete? 



--do -. The Committee are unable to appreciate the technical stand 
taken by the Income-tax Department in the matter of allowing the 
depreciation for calculation of taxable income. It is common know- 
ledge that a large number of machines having no book value are in 
circulation and are earning exorbitant rentals for IBM and ICL. The 
Income-tax authorities, however, stood bv the letter of the law and 
merely followed the criteria of "original cost of any plant or cost 
at  the time of installation and calculated the depreciation accord- 
ing to the prescribed rates" without following any independent check 
with reference to the entries in the books of the cenpany. I t  is 
common knowledge that IBM recovers depreciation on its machines 
hired out on a 4 years life basis but actually the machines last much 
longer. But the Income-tax authorities again seem to take a very 
legalistic stand adopting a certain prescribed formula ''irrespective g 
of the amount of the depreciation charged in the books of the cqm- 
pany". Since the life of the machines is admittedly much longer 
than the four year period taken by IBM it is evident that the com- 
pany may have been making excess claim on the ground of depre- 
ciation in order to reduce their taxable profits. The Committee 
would urge Government to go into the matter in all is aspects and 
re-examine the cases where excess depreciation might have been 
allowed. Suitable instructions should also be issued to provide clear 
guidelines to the field officers. 

79. 6 .  I 77 _ _  Deptt. of ___- Electronics According to information furnished to the Committee, IBM had 
Dcptt. ofEconomic Affairs so far remitted over Rs. 3 crores by way of profits during the period 
-- . -- - -- 



1961 to 1971. The representative of the Department of Economic 
Affairs had during the course of his evidence before the Committee 
admitted that Government were all along aware of the fact that 
there was need to do something regarding repatriation of profits, but 
Government did not want to impose restrictions on remittances of 
profits and had instead, adopted the course of requiring foreign 
companies to reduce their equity holdings to 40 per cent. The 
Committee note that Government have been keeping under review 
the question of large remittances of profits by fweign companies 
and multi-nationals. The Committee stress that every effort should 
be made to see that this largely avoidable strain on our foreign 
exchange position is minimised by a truly meaningful stream-lining 
of the entire issue. f 

80. 6.178 Deptt. of Electronics The Committee note that IBM had been given provisional tax - -  credit certificates for Rs. 34.74 lakhs under Section 280(3)(b) for 
Deptt.of Revenue & manufacturing items included in the first schedule of the Industrial 
Banking Devel~~pment and Regulation Act. But it is astonishing that in 

giving such certificates the income arising from, rentals was also 
taken into consideration. The Committee are glad that the assess- 
ments for the years 1967-68 to 1970-71 for which tax credit certificate 
have been previously given are now going to be re-opened and the 
correct amount of certificate admissible would be finally determined 
during the course of the re-assessment proceedings. The Commit- 



tee, however, feel that this was a serious lapse and the circumstances 
in which such certificate was gwen iq respect of income arising 
from rentals should be investigated and responsibility fixed. 

Like the repatriation of profits and the head office expenses the 
Committee find that Rs. 4.98 lakhs were allowed to be repatriated 
on account also of development rebate reserve. The reason given 
by the Income-tax Department is that they do not "allow the asses- 
see to use the provision for development rebate for a period of 8 
years. They have to get it either for capital expenditure or some 
other approved expenditure. After that they are allowed to take 
it as a part of profit and they can declare dividend out of it." The 
Committee are inclined, however, to agree with Audit that the 
philosophy behind development rebate was to give incentive to 
develop industries in India. That could be done by utilising the + 

reserve for the intended approved objective. But the reserve had 
to be kept in tact and not frittered away by way of dividends or 
repatriation abroad after 8 years. The Committee urge that the 
matter should be re-examined so as to preserve funds created out of 
the development rebate for development within the csuntry. 

-do- The Committee are surprised that in spite of the fact that IBM 
is a giant world company, the return of income for several succes- 
sive years from 1964-65 to 1973-74 we* assessed by an officer only 
of the rank of Income tax Officer. The Committee in their 186th 
Report on Corporation Tax and Income Tax-A Review have reite- 
rated that initial assessment of large companies should be made cen- 

I _ _ _ -  __ - - -  - - --- - -- - 



trally by experienced senior officers of the department not lower 
in rank than an Assistant Commissioner so that all aspects having 
bearing on taxes are gone into. The Committee would like the 
Ministry to investigate how the assessments of IBM for all these 
years were being done by only an Income tax officer and not by 
a senior officer as per the principle stressed several times by the 
Committee and accepted by Government. Government should in- 
form the Committee of the action taken and fix responsibility in 
the matter. Government should also review this matter in respect 
of other powerful companies, particularly the multi-nationals, tQ 
make sure that their income is meticulously assessed initially by 
senior officers not lower in rank than an Assistant Commissioner. 

a 
83. 6.181 Deptt. of Electronics There is more than enough evidence that the multi-nationals in -- - 

Deptt.of Revenue# the field of computers and data processing equipment, such as TBM 
Banking with its near-monopoly position in India, have defrauded the coun- 

try of enormous revenues by resorting to various unfair practices 
like transfer pricing under the garb of inter-company billing SyS- 
tem, misuse of import entitlements, exaggerated claims of draw- 
backs, under-payment of excise duty, exaggerated claims of depre- 
ciation, development rebate. hnad & i c e  expense etc. All these prac- 
tices have enabled them to reap high profits at the cost of the ex- 
chequer as well as the technological development of the country, 



6.182 Deptt. of Electronics The Inter-ministerial Working Croup which WM appointed on 
the suggestion made by the Comptroller and Auditor General of 
India that Government should go into the cost and the rates of re- 
turn on which IBM had determined the high rates of prices for 
their machines, had come to the conclusion that there is prima facie 
case for reduction in rates charged by IBM and ICL to the extent of 
25 per cent to 30 per cent. The Inter-ministerial Working Group 
had a l s ~  recommended that the Department of Electronics might dis- 
cuss with IBM and ICL regarding further steps to reduce the prices 
with effect from January 1969. The Committee are not aware of 
the results, if any, of these negotiations. Information in this mat- 
ter should without delay be made available. 

85. 6.183 Deptt. of Electronics - The Committee are confident that if the powers available to the e 
Deptt . c f Economic Government under the Foreign Exchange Regulation Act are used w 

Mairs with prudence and determination, it should be possible to ensure 
that the foreign companies, including multinationals which are al- 
lowed to function in the country, conform strictlyoto the laws of 
the land and serve the objectives of development and are in  any 
case sternly prevented from indulging in impernissible activities. 
The Committee expect that Government will soon be in a position 
truly to claim that such foreign operators have been curbed and 
shown their place in a self-respecting country like ours. 

86. 7-63 Deptt. of Electronics The Committee learn that the Working Group on Computers, 
Controls and Industrial Electronics of the Task Force on Electronics 
and communications of the Planning Commission has estimated 

-- -- - - ---- 



_ _ . -- - - - - .- - 

that there would be demand for 800 small and mini-computers in 
the country during the years 1975-76 to 1978-79. The demand for 
medium size computers according to the same esti~lbate would be 
208, while that for large computer installations 12. However, tak- 
ing into account the somewhat limited current awareness of how 
well the computer can be used for development and the constraints 
on expanding this awareness. the Electronics Corporation of India 
have estimated that the demand for computers in the small and 
medium class during the period 1974--79 will be about 650 installa- 
tions only. The Committee feel that projections for the future de- 
mand of computers should be based on more realistic considerations 
as any e f f ~ t  to evolve an effective strategy directed towards self- 
sufficiency in the field of computers would be meaningless in the 
absence of a reliable qualitative and quantitative estimate of the 
demand that exists now and is likely to arise in the country in the 
future. 

D e w .  of Electronics An analysis of the status of the computer industry in India and 
indigenisation capabilities reveal that the present indigenous effort 
in the production of computers is very limited. Currently the only 
indigenous computer manufacturing programme in the country is 
that of the Electronics Corporation of India, who are a t  present 
manufacturing only computers in the mini and small range (TDC- 
12, TDC-312, and TDC-316). Althsugh developmental work on a 



medium scale computer (TDC-332) 7s stated to be in progress, actual 
production is anticipated only in 3 to 4 years time. The manufac- 
turing programme in ECIL began in 1969, but till now, only some 60 
systems have been produced and installed. 

It  is further seen that even the present indigenous computer 
manufacturing programme is largely based on imported peripherals 
(input-output equipment) and components (such as semi-conductor 
devices, ferrite core memories etc.). Except for the systems en- 
glneering and design capability where indigenisation is stated to 
have been largely achieved. ECIL is dependent significantly on im- 
ports for vital components and materials. So far as the peripherals 
are concerned the country has still to make considerable leeway in 
indigenisation, A 

I\f 
Bharat Electronics Ltd., another public undertaking engaged in O' 

the manufacturing activities relating to computers is stated to have 
built up considerable competence and expertise in the computer and 
computer peripheral area, both with regard to indigenous design 
and development activities as well as production activity. Its pre- 
sent manufacturing activities. however, are restricted to the manu- 
facture of a limited number of ICL 1901A computers (only Elec- 
tronics portion) under the terms of an agreement with the Inter- 
national Computers Indian Manufacture Ltd., which is an ICL asso- 
ciated company. The Government of India has so far licenced ICL 
for production of only 32 Nos. of 1901 systems, out of which BEL 
has already manufactured and supplied 27 and would be making 
the balance, that is, five, during the course of another year. 
- ---- -- - - 



90 7.67 Deptt. of Electronics Keeping in view the large demand for computers and data pro- 
cessing equipment as projected in the estimates for the Fifth and 
Sixth Plan intensive efforts require to be made to step up  the pro- 
duction of indigenous computer systems. 

The Committee note that the strategy developed for attaining 
self-reliance in the field of computers has the following four main 
elements: 

(a) Ensuring that the direction and pace of advance of 
production capacity for computers and allied equ ip  
ment, as also the availability of appropriate computa- * 
tional facilities both for direct use and for supporting % 
the development of software tools are determined by 
national needs, priorities, and requirements; 

(b) The Key-segments of the computer industry are under 
national control and free from any monopolistic trends; 

(c) That a viable indigenous programme of production of 
computer hardware and software is built up to meet 
national requirements and to generate surpluses for 
export; and 

(d) That over a period of time, a substantial part of the 
technology needed for the design and production of 



systems, sub-systems, components and materials and 
also the supporting software is generated through indi- 
genous research and development; what is more. that  
such technology tvill be appropriate to our needs and 
over a period of time become contemporary in terms of 
international availability. 

The Committee also note that the Technology Development 
Council of the Electronics Commission has funded a number of 
research projects in R&D laboratories like Tata Institute of Funda- 
mental Research and two production units like ECIL and BEL to 
develop CPUs, Software and peripherals for manufacture of small 
and medium-sized computers. The Bharat Electronics and Hindus- 
tan Teleprinters are understood to have developed. on their own, 
prototype of certain peripherals such a paper tape readers, paper $ 
tape punches and matrix tvpe printers. The Department of Elec- -a 

tronics has also given design and development grants to BEL 
through the Technology Development Council, for the design and 
development of more sophisticated peripherals like Card Readers, 
Line Printers and Magnetic Tape Transports. 

-'lo- Certain indigenous manufacturing firms in the private sector 
who have the capability of undertaking design and development 
activitv in the field of computers have also been identified and  the 
question of utilising them for this purpose is under consideration. 

94 7.71 -do- The Department has finalised the proposals to set up  the Semi- 
conductor Corporation for making large scale integral circuits 
indigenously in the public sector. 

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



- - - - - - --- - - --- 

Deptt. of Electronics The Committee note that there has been phenomenal increase 
in the Semiconductor Industry and that already large scale inte- 
grated circuits are available which incorporate as many as 20,000 
transistors, diods and other elements on a single chip. Technology 
is stated to have been developed elsewhere in the world which can 
bring products into the markets having close to 1 0 0 ~ 0  transistors, 
d~ods and such other elements on a single chip within the next 
three years. Several companies abroad are in advanced stage of 
research for putting a million gates on a chip. 

The Committee note that according to the Department of Elec- 
tronics, requirements of large sized computers, and some sophis- 
ticated peripherals and components would continue to be met by 
imports even after the Fifth Plan period. 

The Committee would like to point out that technology in com- 
puter industry has been growing at a fast rate and that w e n  in 
terms of sub-systems, technology is available from a very large 

number of sources. For example for CPU, it is understood that 
there are at least 40 independent manufacturers from whom tech- 
nology could be bought and for peripheral units the number is 
twice as large. 

The Committee also note that according to the Department "in 
the computer industry, there is no such thing as exclusive know- 
how for which alternatives do not exist.'' 



The Committee feel that broadly speaking the approach of the 
Department of Electronics is on the right lines. What is required 
is time-bound and achievement-oriented action. Apart from the 
need for setting up the Corporations in the public sector for manu- 
facture of Semiconductors and Maintenance of Computers, i t  is 
imperative that a close and integral link with the Electronics Cor- 
poration of India-the pioneer in the field-is constantly maintained. 

The Committee understand that after an extensive analysis 
about the kind of computer technology which was relevant to the 
Indian conditions, the Information, Planning and Analysis Group 
of the Electronics Commission has come to the conclusion that 
about 75 per cent of computer capacity requirements of the country 
could be met through mini-computers and mini-computer networks 
and the remaining 25 per cent through maxi-computers. The 
Department of Electronics has accordingly been directing its efforts 
towards establishment of a mini-computer industry in the country 
and an active promotion of applications for introduction of mini- 
computers in various sectors re1evan.t to national develapment. 
The total national demand of around 400 mini-computers by 19'7% 
79 is expected to be met through indigenous production. How 
this target of production will be reached is howwer not clear, as 
presently only some applications from the prospective entrepre- 
neurs for grant of industrial licences have been received and are 
Being processed. Since mini-computers are to be used for a large 
proportion of our computational requirements in future and they 
can very well replace the old and obsolete IBM 1401 machines etc. 
the Committee desire that the Department of Electronics should 



- - -  - - - - -. -- --A 

work out time-bound schedules for creating the necessary infra- 
structure for the production of these computers. 

7 . 7 8  De~tt.c'f H c c l r ~ n i a  Another important area where attention h a  to be paid is the 
development of computer software. A great deal of software has 
to be generated for a variety of computer applications, particularly 
using indigenously manufactured systems. The software generation 
also involves highly skilled manpower, which is abundantly avail- 
able in the country. Moreover because of the availability of 
skilled labour, this activity is eminently suited for export promo- 
tion. The Committee are glad that the Department of Electronics 
is fully conscious about the potentialities of software export from 
this country and they have already initiated action in various 
directions for software development. According to the Secretary, 
Department of Electronics. the problem was not so much of deve- 
lopment of software as of finding the right marketing outlets. 
The Committee would like the Department of Electronics to  SUS- 
fain its efforts till success is ach~eved. 

For attaining the goal of self-reliance in the field of computers, 
the Committee feel that. there is need for intensifying Research and 
Development. In this behalf a three-fold approach is called for: 

( I )  There should be clear demarcation of duties and respon- 
sibilities, a major share being given preferably to R&D 
Sections of the production unit concerned. 



, (ii) There should be closer coordination between the scien- 

tists and technologists so as to achieve viable production 
in the quickest possible time. 

(iii) Those concerned with R&D may hold periodically a 
workshop meeting where techniciansiscientists concerned 
should present facts and prototypes etc., to bring out the 
precise progress achieved. To this meeting could be 
invited directors of manufacturing units in public sector, 
Research Institutions etc., so as to facilitate an objective 
and meaningful review of the progress made and to 
throw up concrete ideas to speed up progress. 

The Committee recommend that Government should draw up a 
plan outlining the general strategy for self-reliance in computers, & 
and in particular. the manner in which i t  is proposed to meet the - 
anticipated large requirements of mini-computers. In this context, 
the Committee note that as a t  present the manufacture of mini- 
computers would mostly be an assembly operation. since such items 
as memory cores, integral circuits, peripherals etc., are to be im- 
ported. In the circumstances, it is of the utmost importance that 
there should be a well thought out programme so that only the 
minimum number of units for whom work on long-term basis would 
be available are set up. The Committee would like Government 
to consider whether it would not be better in the ci~cumstances, 
that the manufacture of mini-computers is developed either as a 
subsidiary or ancillary activity of the well established public secter 
units already in the field. The Committee need hardlv point out 

-- 



---- - - -- -- - - 

that it is only after the essential components like memory cores, 
peripherals, software, etc., a re  developed and manufactured in ade- 
quate quantities and made available a t  competitive prices so  that 
small units in the cooperatives or private sector can be expected to 
undertake manufacturing activity in a meaningful manner. 

104 7.81 Deptt. of Electronics The Committee would like Government to go into all aspects of 
any foreign collaboration proposals which may be received includ- 
ing the reported tie-up between Burroughs and the Tata Consult- 
ancy Service. Government should ensure that no foreign company 
secures a position in the field of computers either on i ts  own or  in 
collaboration where it could dictate its own terms o r  even remotely 
pose a potential security risk. 

The Committee have been informed that the Computer Main- 
tenance Corporation is being set up under the Department of Elec- 
tronics with headquarters a t  Hyderabad and branches a t  Bombay 
and Delhi. The objectives of the Corporation include inter alia 
system engineering, installation and maintenance of data commu- 
nication and terminal equipment, planning, coordinating and im- 
plementing the national effort on computer and associated equip- 
ment maintenance. providing a central repository of computer 
spares, materials, etc. 

The Committee feel that there has to be a built-in link between 
the Computer Maintenance Corpxation and the Electronics Corpora- 



tion of India which is the principal public sector undertaking and 
has already manufactured and put into service about 60 computers. 

The Committee note in this context that while the Electronics 
Corporation of India Ltd. is working under the administrative con- 
trol of the Department of Atomic Energy, the Computers Mainte- 
nance Corporation would be working under the Department of 
Electronics. In  this context, the Committee would like to draw 
attention to the recommendations made earlier by the Estimates 
Committee in their 66th &port (Fifth Lok Sabha) and reiterated by 
them in their 85th Report (October. 1975) that Government should 
consider the question of transferring the administrative control over 
the Electronics Corporation of India Ltd. from the Department of 
Atomic Energy to the Department of F2ectronics. The matter is 
understood to be still under the consideration of Government. The 
Committee feel that if both these Corporations (Computer Main- 
tenance and Electronics Corporation) are brought under the admin- 
istrative control of the Department of Electronics, i t  should be 
possible to foster an integral linkage from the very inception. 
This would be in the interest of avoiding overlap and ensuring pro- 
per distribution of duties and responsibilities. 

The Committee understand that while no difficulties were anti- 
cipated in taking over the maintenance of Computers from ICL, the  
talks had not yet reached the conclusive stage in respect of IBM. 
The Committee would like these matters to be finalised a t  the earli- 
est; the arrangement should be such as to ensure a smooth transi- 



tion so that the users can be assured of uninterrupted and efficient 
tnaintrnance and servicing of the existing computers. 

109 7 .86  Deptt.01 Illcctronic\ The Committee urge that the Department of Electronics should 
\vork out the requirements of technical personnel to match the 
manufacturing programme envisaged for the computer industry dur- 
ing the 5th and 6th Plan periods. This perspective plan should 
cover both the immediate and future requirements year-wise so as 
to provide a fair guide for development of training facilities in the 
requisite fields. Persons required for innovative leadership in this 
important technology may be got trained in consultation with the 
Department of Science and Technology in the Indian Institute of 
Techonology Research Institutions and Universities. There should 
also be programmes for training d shop floor personnel in conjunc- 
tion with the Electronics Corporation of India, Bharat Electronics, 
Computers Maintenance Corporation etc. It should go without say- 
ing that the training programme should be suitably designed and im- 
proved continuously in the light of experience. 

-do- Now that the country is going forward with a sizeable programme 
for computer manufacture, every effort should be made to publicise 
the new opportunities of work, so that some a t  least of the talented 
Indians working abroad could be attracted back to patriotically- 
motivated employment at home. Government should also consider 
ways and means of attracting those who are highly skilled in the 



field to come at least for a specified duration and to assist in the  
research and development effort in the critical areas of peripherals, 
software etc. 

The Committee recommend that, as indicated earlier, Government 
should work out a comprehensive policy for self-reliance in the 
computer field, mentioning in particular how the requirements for 
computers in the Fifth Plan, specially of minicomputers, are pro- 
posed to be met. This, it is suggested, may be laid before Parlia- 
ment in a white paper within F. period of six months of the presen- 
tation of this Report. There might then be a pointed and purposeful 
national debate on the subject. 
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