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INTRODUCTION 

t the ClWrman, Committee on Public Undertakinga having been 
;authorised by the Committee to present the Report on their be-
haJf, present this Thirty-fourth Report on Indian Telephone In-
QU5tries Ltd. 

2. This Report is based on the comprehensive appraisal of the 
worIdDc of the JncUan Telephone Industries Ltd., done by the 
Comptroller and Auditor General of India u contained in the 
Central Government Audit Report (Commercial), 1970 Part VI and 
.also on an examination in depth of the working of Indian Telephone 
.lndustries Ltd., upto the year ending 31st March, 1972. 

3. The Committee on Public Undertakings took evidence at 
"the representatives of the Indian Telephone IndU8tries Ltd., on 
1he 18th August, 1972 and of the Ministry of Communications on 
;the 29th Seoptember, 1972. 

4. The Committee on Public Undertakings considered and 
iftnalised the Report at their sitting held on the 6th April, 1973. 

5. The Committee wish to express their thanks to the Ministry 
of Communications and the Indian Telephone Industries Ltd.. 
tor placing before them the material and information they wanted 
in connection with the examination of the Indian Telephone In-
odustries Ltd. "They wish to thank in particular the representatives 
of the Ministry and the Undertaking who gave evidence and plac-
ed their considered views before the Committee. 

6. The Committee also place on record their appreciation of the 
.assistance rendered to them by the Comptroller and Auditor 
<Jeneral of India in connection with the examination of the Indian 
'Telephone Industries Ltd. 

NEW DBLHI; 
.April 19, 1"9'73. 
Chalitra 29, 1895 (S). 

SUBHADRA JOSHI, 
Cha.irmn, 

Committee em Public Undertaking'. 
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I' INTRODUCTORY • 

A. Historical Bac:kgrouad . . 
, I,. I; • ','.' • 

1.1. The ,,' Indian Telephone I~du.!itries Which wa,s ,t,he first .. 
national industitto 'be, started 'aftet irtdependepce W;:lS set up in. 
Bangalo're in' Ju~y, ''l94if. as "a depattmental' und'erta~ing of" tlje. 
Government 'of 'India for' the manufactur~ of' telephone andtele-. 
cotnmtiniCatlonequipn1en~ incollabor,attob 'With 'Mis. Automatic, 
Telephone andltlectric ' Company' 'I,.t'd., p.K.,prtmartly to aChieve~. 
as far as possible, seI:t~suffi'cie'ncy in regard tb telecommunic~ticin re-, 
quirements of the country. Formerly the requirements in respect 
of telephon~c equipment" avart from ",those, manufacture<l1in ,the 
P. & T., ~orksbops, wer:emostly imported. The 'undertalWls. was 
~corporat~d as a co~panyon 25~ January, ,195Q.The. objects 
of the ~om.pany are .,to inan'ufacture, assembJe, buying 8lld sel~ 
etc" of telecommunication equiJlments. '" 

B. Poreip Collaborati8b . , 
"-j. (, ' 

1.2. In' order to obtain essenti~l know-how and technical assis-
tance for the purpose of establishing a . Telephorie Factory in India, 
the assistance of foreign firms of repute who were speCialists' ·in 
this line 'Wa'S sought. After negotiations with a number of foreign 
manufacturers;,Goverrtttlent of India 'entered into an agreement 
with' MIs. Automatic Teh,iphone and' Electric Company Limited 
(A.T.E.) of Liverpool (U.K.). Productioncotnmenced witb the 
manufacture of the strowger type of tel~phonee"c.hanges and 
equ1pments. This collaboration agreementcam~ to an end iIJ May, 
1963. 

1.3. In the meantim~ the ITt 'had taken up manufacture of long 
distance: tian;Smis~loJl"'Equi~ineqts' based on ,the know-how deve": 
loped mainly ?y the Company., In view'of the si~ift~allt develop-
mEmts which had take~ place in the field of te.1ecommunicati,ons, the 
Company and' Government of' India entered intc;> a collaboratt<?n 
agreement for the manufacture of Crossbar telephone switching 
equipment in : M,ay., 1~ "with M)~: ,Bell Telephp~e,Man,ufacturing 
Company of Belgium (BTM). subslC1ia~y ot the 1!iten'latfonal Stan-
dard ' Electric Corporation, of Ameri~a (l$EC) which is a au,bsi-
diary ~f' the international Telephone an.d T~legraph. Corporation. 
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.. Of t1.&A. This agreement expired On the 20th May, 1971 and 

Will extended. by one year for the benefit of the m without any 
payment of royalty. It was further extended upto May, 1973 keep-
ing in view the benefits being derived by the Company from the 

, Collaborators. 
;. n lH!~hv~. 

C .• pUlion 
): ·~.~-.,I. '.1 '~r .. I' • ( ~1/11 o:.:j'. I ~ ,1J' • .1.; ~I •. :..... .. 

d ~i~ ~s~. tl?--r,~~o~ ... ~ ~~r~t; th~"Ind.iap.,r,~ph9ne.IJ~ 
• d~tri~ e,.~~~~." "~9~ .fa~.~ry Alt\ lf~, ,~MaJiaa~).1;yn,~ 
·~:taWri,01,1tp~~e:l~llaRoJ;~~.~q..~ll.ut:. wt.t~ t\w) 9RW-ho,w "MUal}le(~ 
~n.Q~~ forr~Jae ~utaQ,tuw. «#. i(l+~an'"R~~PIlI~PIW~.JQ 1ijP:': 
p~m~p,-~ Us ~rp;fJu~~on .~t ~ga~r~I\W9r~n~n .J~e!.;~tw'y! "9 .... 
lIl.,ncti~ . .iP, June, 1970 and the factory went into production in Octo-
"er, 19'71. 

, 1.5'~0thet'fai~1f9rP' af..N~[~ f~r.}t,l~~~~C,t~rpf telephoQ.~ inlh 
· tiitmel1~, ·f,O. ~~ts.a.rltt sP'~s' ~~ san~~l~ned by. ~vernrn,ent 
· of . lndia.~t~n, es~~~ ct)~t of I~'" r~7; ~a~. CC?n-stx;uc~on w:od~ 
Cl'lthe Project was staf1ted In F'ebrq,ary, 1972. The Project is ex-

-peeted to go into production iii ·Un~75. 

1.6. An Ancillary ·rU~ ,Qt,\ JTJ W ... · ... q.p during 1970 at Sri-
nagar in the State of . Jammu and Kashmir for the manufacture 
Q~Ji~US~._,4Jl4· .. <1Pr,dI. ·ne. w9~,k Jm. tM-~, p,ro~ \waa"oom"lete4 in 
l4fy. 1~1 .n4;,th~ Rnttlt~. CQPlIl\baiPIUlIci oJS<)211t,~a.y~ li7l. Our-: 
iU J~J-7.3vt,h~ .s. tw~. tftft . VJ1it ,"IQP~d()tol. BI •. , l3.Ja·.1akha 
\f.4~ ~ ~.jltql~yicleJ.QJ:9 cm~meQt·kJ, tJ1e Niolumddo oft~ 
l~J~uflM\tq.~u ot "pm. ;,11» i pe .1lPPlMd, to, ijie ~IWJJI:.l'I •. the 
'Gg~y bMt~ up~ansion of the Unit. The expansion scheme 
Is under IMplementation. 

, ,~) ~I''''(l ':" I;'): -t';", ~~f'¥ '~'-·,~_''',·I" ""ii ,'\ .-•.•. ,!'t·d~-: ':' 

1r) .. 7.,Jn.~4!~p tR.,~h'I'1J\>.t~ ,w:.~ ,~~er~ple~~tll"on" 
· the Government have recently approved. a proposal" to set up.~-
·other factory at an estimated capital outlay of Rs. IB.7 crores to 
~~'" uf, .c~ure., ~.o.oo, ,loW, tf",", Qf. ~~plIp,P ,~~': '~~,,' , \,q~PQl., n~ : of 

· e~::-ba,r ty~(!pe1\;ia~.)n, twq,,~,.wor~:·; ItJ~ ~Dr .. ~&: 
e~41!<Lto W~~ ~e ~ ~ ~e ~llfi(tl'·~·), ,,~r~od~~~~ 
'bl"i~~~~{'~IPJ;?f!Et~ W,} be., sta~ed ,in tq~;(,iIth, ye.r .~r ~t 
·av~lla~Ui~._qf,$it':~I¥i.\~cn~.ld be built up in stages to ultimate capa-
..etty in another four years. 

D~ Ex'~~I';~&n of'ITi"b; ~~ CO~~IUee 
"t '1' ,). J' :- I. ' . / _ • ':. r " ,,' 

" .1:8 .. TJle. wor1d~g :~f th,e Indian TeJephonetndustrles Limt~ 
-was examined by the Estimates Committee (1957-58). The Estl-
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matea Committee presented to Lok Sabha their Eleventh Report 
cn the working of the Compa. on the 24th March, 1958. The 
Hundred and fifth ~~rt of the Estimates Committee (1960-
81) on the A~lrir' T'ak~K by: d6~hm\'e6i' on t~ ~recommenda
tions contained in the, 'le~fP,tb. .~r:t Rf ~e Estimates Com-
mittee was presented to Lok Sabha on the 17th January, 1961. 
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~ ..' Ii 
MAX AND, TRANSMISSION DIVISIONS 

,A. AJ,I'eement With ATE 

2.1. In accordance with the terms of the Collaboration agreement 
Nith the ATE (Automatic Telephone & Electric Company Ltd., 
U.K.) the agreement expired in May, 1963 after the duration of the 
period of 15 years stipulated in clause 3 thereof. The following 
payments have been made by the Company to the Collaborators, 
under the agreements:-

(a) Payment for the patent rights and manufacturina data made 
available at the commencement of agreement (in cash and 
equity shares in equal proportion). 

(b) Payment for:-

(i) supply of manufacturing data and information through-
out the life of the agreement (i.e. IS years) reckoned at 
I 1% of the invoiced output less the amount of equip-
ment already invoiced and embodied in the said out-
put and 

eii) Technical development and research @Ii of (the invoiced 
output referred to above. ...• 

(c) Payment for the services of experts,. technicians, tools design-
ing and detailed layout of factory, etc. 

TOTAL: 

[,100,000 

[, 262,394-II-IO 

£ 40 2,84S-II - IO 
(Rs. 53,78,480) 

In addition, Indian taxes paid by the Company in terms of the 
agreement on behalf of collaborators amounted to Rs. 58,36,363. 

B. Capacity, Production and Programming 

2.2. According to the Company, the capacity of the MAX and 
Transmission Divisions in terms of the main products is not C8-P-

able of precise determination due to the large and varying product. 
mix from year to year as a result of the development of the equip-
ments for different routes and customers on tailor-made basis. 

Consequently. the capacity of the Divisions from year to year 
had not been assessed. The production schedules are stated to be 
prepared taking into account the availability of machines equip-
ments as also the forecast and orders received from P. & T., De-
fence, Railways and others. ' 

4 
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.'. 
'2.3. The COlIlmittee 'enquired whether there were any difficul-

ties in expressing the performance in respect of T~ ~ -Piv.-
sion in quantitative terms. It was stated that" rapid changes 

. take place in the product mix in the Transmission Division due to 
evolution of modem sophisticated technique in electronic circuitry 
and design, up-datine of mechnical construction and the sped!!l 

. needs of various customers. involving new developments and new 
. problems. In view of this, there is no fixed capacity, tor compari-

son. The targets are formulated, therefore, from year to year in 
terms of equipment unitslcomponents of the type that have to b;, 
produced. The actual performance is judged against such targetq." 

2.4. The table at Appendix I indicates the capacity (on the 
basis of principal items of manufacture) of the MAX and the Tratlb-
mlSslons Division estimated by the Company in January, 1970 
on the basis of its past experience for three years ending March 
1969 together with the annual production targets fixed and the 
achievements. 

2.5. The following a~pects emerge from the data given in Appen-
dix I. 

(i) Max DIvision 

(a) The original targets fixed by the Company generally e'lC-
ceeded the capacity Itated to be available (except in rase of Tele· 
phones in 1966-67 and 1967-68 3000 type Relays in 1900-67 and 
1968-69 to 1970-71 Relay sets in 1969-70, 1970-71 and 600 type Relays 
i11 1967-68 and 2000 Type Selector in 1970-71 during the the yea~s 
trom 1966-67 to 1970-71. Even the revised targets fixf'd were hig-
ber than the capacity in respect of Multiple Racks, Mi,cellaneou8 
and CompoSite Racks (in' 1966-67 and 1967-68), 600 Type Relays 
(in 1966-67 and 1968-69), 3000 Type Relays (in 1967-(;8) and 2000 
lype Selectors and Small Exchanges (in 1966-67). 

(b) The actual production was generally less than the capacity 
and the targets upto 1970-71. 

(if) Transmission Division 

(a) The overall capacity in term. of valUe remairled con!ltant at 
Re. 4 crores in 1966-67 and 1967-88 anci increased to R'I 5 crores in 
1968-69 and Rs. 5.5 crores in 1970-71. Thi. was ma1!1Jv due to in-
creased costs. 
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(b) The value of f.roductionincr~ased from year to year. ~ow
evl-: tnil~·'W" JeU'!tHlwithe·)BVM!ible.paa, 'in ,81" th. four 
';,_~.'!t~Ct~ iti 4~O.,)·1 <:"rt.r:l·I;'~' 1'( crL~ ll' !',''W '. '.' :·~d 
.~;; .... • 11: :,'!'(' t: t; bm;.t~ 

In thiaconnection, the.Management have .tated (F~bruary, 19-7()' 
as' follow.::"""·" . '" .' " """'-,'l' '.',' ,. ,. 

," ~ ....~, "' r 
. (a) .The types of t,lephones produc~d 8Il:d the pe~ceI,1ta~e pili 

whi~h,~e c.p~ty is wOfk~ o~t, 1. 8 whereas act~y;t9' 
d:\fterel;lttypes are pr~uced1n. thetele~hclnesDiv1siQn .. 

(b). In the automatic Exchange Division, substantial quantities 
1 'of 6ther 'iletM· aitu claSS- 'B ' and 'blaitlteriance' spai'esP...,~re· 

also produced. 
" 

2..6. The Company explained in a Written Reply that the revised 
targetsf~re notmally'prepared tiurfng OMobet /December eaC!hyear 

'and the various factorsrespon!ible"for' shortfall were taken i1rto, 
. 'account ""bile finali&fu-g the revmed :targets;' • 0; 

2..7. The shortfalls in production have been attributed by the' 
Managernel1t to the following factors:-

(i) Fixing of factory production targets at high levels as an' 
incentive for achieving higher production (1965-66 to 1968-
69). . 

(if) Change in the pattern of production for MAX and Trans-
omission equiprnents (1965-66 to 1918-69). 

(iii) Break-up of production line to meet the Defence require-
ments (1965-66). 

(iv) Disturbed labour relations (1966-67). 

(v) Continued and intermittent shortages' of materials (1968-
69). 

(vi) Non-receipt and non-availability of imported stores (1968-
69). 

2.8. As for the reasons for shortfall in production in view of the 
statement at (i) above, it was stated in a °writt~n reply that the 
production targets were made on the basis of 100 per cent efficiency. 
The shortfall' arose becaus~ of inadequate receipts of raw materials 
components/piece parts in sufficient quantities and of the prescribed 
quality. The labour ~mctencyo was al9() less than 100 per cent. 
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~ ,~he .~~ _~lX?r~ ;1~ ~e .~~.1~70ap~ ~~7()'71 the 
~c?~!I~ . ~e~ ;w~e 8iV~11 If~t . ~Of:tt.~ ,i;11.F~U~.tiol1 with re-
~t_e,:to ~,,~:,- , 
AnnUal RepMt for 1~70 
~\ -'. : t. . ,~ r~7'1: ~ I~" ,",. 

(a) Imbalance in materials due to shortage of foreien ex-
_c~~~e. 

(b) Indig~noussuppli~rs not. being able to keep uP. their sup-,.:"-.i fn·qwl~Jahd"jqumtfty. ,.', . J. ,:: 
. / ,. 

(c) Import restrictions effecting the import of essential raw-
materials' and' oomponentsfor which alternlttve indigen-
ous 'sources were' Bot ~aSily available.' I " 

(d) Delay in clearance and issue of licences. 

~nnual RepOTt fOT 1970-71 

There was shortage of raw materials and purchased components 
on account of the following factors:-

(i) Difficulties experienced in procurement of raw materials 
and components with delays in obtaining import licfllces. 

(ii) The market situation being that of seller's market and in 
particular, the difficult steel supply situation. 

~, . . ..' . . , 

(iii) Certain delays in supplies from United Kingdom due to 
dock strike in U.K. 

(iv) Unsatisfactory suppliss from indigenous procurement 
source. of components, one important item being that of 
"fine guage enamelled copper wire." 

2.9. In regard to the st~ps then' to ward off delays in obtaining 
import licences and also the measures adopted to see that the sup-
plies of indigenous components were received well in time, the Com-
pany stated as follows:-

"(a) Delays in obtaining import licences were for two reasons. 
Firstly there was inadequate allocation of free foreign 
exchange and what was allocated was mostly in the form 
of Credit which was difficult and time consuming to utilise. 
The other reason for delay was the time:"consuming proce-
dure in securing clearances from the DGTD and conse-
quently in securing an import licence. With the direct alIo-
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'catiOn 'of foreign 'exchange in '~e form' ,crt' IDA 'Loan avall-
able exdllsivelyfor imPort ot'raw'tnaterials ;an4 com:t»-
nents by ITI, the first difficulty has beeri solved. 'Frea 
foreign exchange became availabl~ from 1970 onwards en-
abling orders being placed for requirements' !Or' 197i-72 
production. 

The difficulty has been solved to some extent' by discussions 
and negotiations, at a high level, betwee,g, the representa-
tives of the World Bank, the).Hnistry of Communications, 
the Ministry of Finance and the Ministry of Industrial De-
velopment. As a result of these discussions, a Jltanding im-
port licence valid for two years has been secured with a 
broad generic list of items. which are critical for manu-
facture and which could be imported at short notice to 
maintain level of production. Additional foreign exchange 
has been made available by the World Bank to enable a 
buffer stock of critical raw materials and components to 
,be maintained as an insurance against delays in supplies." 

"(b) Failure of supplies from indigenous sources has been on 
two grounds. Firstly, in terms of punctuality and quanti-
ty of supply etc. and secondly, in acceptable quantity. 
Ordering has been advanced So that the supplier is given 
.sufficient t;me to proqramme manufacture ~nd supply of 
material to IT!. Secondly, as emany alternative sources as 
-possible have been established by placement of education-
al orders, and providing assistance in inspection and qua-
lity control etc. to suppliers. In some cases where it has 
'been established that indigenous capacity does not exist, 
the IT! has taken up with the DGTD eitlher for licencing 
of additional capacity or for import of balancing machi-
nery, spares etc. which weuld enable full utilisation of li-
cenced capacity. Long term requirements of m in terms 
of critical raw materials have been projected to the DGTD 
so that he may examine the capacity available within the 
country and what additional capacity is to be set up to 
meet this demand. 

As a means of improving the quality of supplies, ITI has as-
sisted the suppliers with inspection equipment guages etc. 
of adequate accuracy. In many case3, ins~tion of finis~ed 
materials has been arranged at the manufacturer's premISes 
enabling a much better control on quality both of produ::,-
Ilion and supply!' 
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C. Decline in ellcieDCY 

2.10. An incentive scheme was introduced in the Company in 
.June, 1958 covering a few shops and subsequently extended to other 
shops. A revised incentive scheme was introduced in November, 1962 
for a period of 3 years with effect from 1st April, 1962. On a review 
of this scheme in December, 1965 it was observed that tl!e efficiency 
of the workers had gone down from 110.4 per cent in 1963-64 to 107.58 
per cent in 1964-65 and to 105.01 per cent in July, 1965. 

A further revised scheme was introduced in December, 1965 
with retrospective effect from 1st April, 1965 to be effective upto 
30th June, 1969. While approving this scheme in December, 1965 it 
was expected that the factory efficiency would improve appreciably 
and that the scheme would be reviewed after one year in the light 
of actual efficiency achieved. 

Now review was however, undertaken till October, 1968 when the 
Scheme was further modified with effect from 1st December, 1968 
to make it more effective. 

It would be seen from the data given below that even after re-
vision of the scheme on two occasions, the overall efficiency did 
neither improve nor remain stable; instead, it showeci a declining 
trend over the 1965-66 base. The decline was more steep after the 
revision of the Scheme in December, 1968:-
_._-------------------------

Year 

1965-66 

1966-67 

J967-68 

1968-69 

J969-70 Ranging from (April '. 1969 to August, 1969) 

Efficiency percentage 

1°5'98 

1°3'02 

104' 15 

2.11. The Company attributed (July, 1969) the following reasons 
for decline in the overall efficiency of the factory since 1964:-

"(a) There were two labour strikes in 1964-65 and 1966-67 
preceded by labour agitations, due to which the tempo in 
working came down and did not pick up to the satisfactory 
level till now. 

(b) There were occasional material shortages which interfered 
in the continuous loading of the jobs. 

(c) Placement of additional shops under incentive. 
391 LS-2. 
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(d) Diversification of products and frequent design changes, 

particularly in Transmission Division." 

2.12. The Management stated that the scheme introduced on an 
experimental basis w.e.f. 1-12-68 was reviewed by them and it was. 
found (Jan. 1970) that "although it is working, by and large, satis-
factorily, certain modifications would be called for on aspects like 
ceiling on incentive earnings, increase in hourly incentive rates, 
lowering of second base efficiency, etc. and this is under aciive consi-
deration." The percentage of efficiency achievement by each of the 
shops and amount of incentives direct as well as indirect for the 
periods ending 31st March, 1972 are mentioned in Annexure II. 

2.13. It would be seen from Appendix III that the efficiency cons-
tantly remained below 100 per cent in Auto-shop; Frame works, 
Rac-k wiring, X Machine shop, Channelling Assembly. Besides, it 
would also be seen that the amounts paid by way of incentive both 
direct and indirect showed an upward trend from 1965-66 to 1967-68 
and again in 1971-72. 

The amounts of incentive (direct and indirect) paid for 1965-66 to 
1971-72 were as follows:-

(Rs. in lakh~) 

Year Direct Indirect 

196~-66 10'89 12'77 

1966-67 JI'41 12' 57 

1967-68 II'4's J3'72 

1968-69 10'67 12'°4 

1969-70 9'15 9' 16 

1970-71 9'62 9'60 

1971-72 12'24 12,94 
-_._'. -.---~,------------

2.14, The Management stated in a written reply that the labour 
efficiency for the period 1969-70 to 1971-72 and the reasons for the 
decline in efficiency we~e as under:-

1969-70 91' 88% 

1970-71 90'28% 

1971-72 91' 86% 
--_._-_ ........ -_._.--- - -----
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Though the overall efficiency from 1969-70 had recorded a decline 
as compared to the efficiency in 1968-69, some shops had shown an 
upward trend and nearly 45 per cent of the shops were above 100 
per cent efficiency level. Also, there were frequent diversions of 
operators' efforts from one job to another due to interruption in 
continuity of production as a result of material shortages, frequent 
changes in producti.on set up to cater to priority schedules of custo-
mers for a large production mix, substandard indigenous raw ma-
terials and production tools and a general disinclination of opera-
tives towards incentive earnings. 

It was also stated that the efficiency for 1971-72 recorded an in-
crease of 1.58 per cent over 1970-71 and 16 out of 29 shops registered 
an increase in effiCiency as compared to 1970-71. 

2.15. The Committee regret to note that no serious effort has been 
made to determine precisely the capacity of the MAX and Trans-
mission Divisions from year to year. 

The targets and actual production have been indicated in the 
Transmission Division in terms of value alone. In view of the fact, 
that targets of production of the various items had to be varied from 
year to year depending upon the product-mix and in view of the fact 
that value of production could rise on account of price and quantity 
variance and other factors, the Committee feel that there was no 
clear-cut yardstick available to the Management for evaluating the 
efficiency in production performance. The Committee recommend 
that keeping in view the past performance nnd the likely types of 
orders to be received. it should be possible for the Company to mAke 
an accurate assessment and fix the capacity for evaluating the per-
formance with reference to such targets. 

2.16. The Committee find fhat, on the one hand. the Management 
stated that the production schedules were prepared taking into ac-
coun~ the availability of machines, equipments and also the forecast 
of the orders, on the' other hand the Management attributed the 
shortfall in production to the flxation of targets deliberately at a 
higher level as a measure of incentive for higher production. 

2.17. The Committee also found (vide Chapter VI) of this report 
that sates performance of the Company revealed that the Company 
failed to achieve the budgeted sales from year to ytar mainly OR 

account of non-achievement of quantitative targets. The Committee 
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note that in some yean the original targets fixed for some items by 
the Company exceeded even the capacity stated to be available. 
Even when the targets were revised taking into account the 
various factors, they were found to be in excess of the avail-
able capacity in some cases and the actual production fell 
far short of targefs as well as available capacity. The Committee 
cannot but conclude from all these factors that the targets were not 
being fixed on rational and scientific hasis. The Committee feel 
that fixation of targets at a hig&er level earlier and slashing 
down later is not a healthy practice in production planning as 
it gives a misleading picture of the performance of the undertaking. 
The Committee, therefore, again stress that all out efforts should 
be m,ade to fix the targets on a more ratio-nal a~d scientific basis 
taking into consideration all the factors concerned with production 
and the company should take adequate steps to ensure that the tar-
gets are actually achieved. 

2.18. The Committee note that the actual production generallr 
fell short of the targets both in the MAX and Transmission 
Divisions from 1966-67 to 1970·71. The Committee were informed 
that the shortfall in production was mainly on account of inade-
quate receipt of l'aw materials/components piece parts and of pres-
cribed quality, non-receipt and non-availability of imported stores 
and the labour efficiency being less than 100 per cent. 'l'he Commit-
tee note that while the Company ha.d already taken measures to-
ward off delays in obtaining import licences and to sec that supply of 
indigenous components are received well in time, the 1abour effici-
ency had declined from 105.9 per cent in 1965·66 to less than 100 per 
cent in 1971-72, although the amount of labour incentives both direct 
and indirect showed an upward trend from 1965-66 to 1967-68 and 
again in 1971-72. The Committee note that out of 31 shops now func-
tioning, 5 shops have not attained 100 per cent efficiency at any 
stage while 7 shops have fallen below 100 per cent efficiency from 
1969-70. The Committee are concerned to find that while the expendi-
ture on labour incentives has increased, the efficiency has actually 
come down thus causing shortfall in production. The Committee 
note that the incentive scheme already in vOgUe was reviewed in 
January, 1970 and according to the Management, certain modifica-
tions would be called for in the Scheme and these are under active 
consideration. The Committee recommend that the Management 
should finalise the modified scheme without any further delay, en-
:suring that the modified scheme does not have any adverse effect. The 
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Committee also suggest tbat tbe Management should coDSider rela-
ting labour incentives to productivity so as to improve the efficiency 
and achieve better production performance. Tbe Committee would 
also suggest that the reasons for decline in efficiency in the 7 shops 
should also be gone into and suitable remedial measures taken to. 
improve their efficiency. 



A. Agreements 

m 
CROSSBAR PROJECT 

3.1. The Telephone Switching Systems Committee appointed by 
tl1e Government of India in 1959 to recommend a Switching System 
suitable for adoption and economic manufacture in the country, 
recommended the Crossbar System. Among the Crossbar Systems 
found compatible and suitable for adoption were those of Bell 
'relephone Manufacturing Company of Belgium (BTM) , LM 
l!:ricsson of Sweden (LME), and Nippon Electric Company of Japan 
(NEC). In February, 1964 Government decided in favour of the 
'Pentaconta' Crossbar Telephone switching equipment manufactured 
by BTM, a· subsidiary of ISEC. Two separate agreement~ were 
entered in May, 1964, one with ISEC regarding investments, loans and 
issue of patent licences and the other with BTM relating to the 
supply of know-how, machin,ery, tools, components and technical 
personnel. 

(i) Agreement with ISEC 

3.2. (i) In accordance with the terms of the agreement the ISEC 
has made an investment of US $ 1250,000-Rs. 59,52,400 ($500,000 
in consideration for technical know-how and $750,000 in cash) in 
the equity shares of the company and has also advanced a loan of 
US $1000,000 (Rs. 65,42, 832) for financing the purchase of machinery· 
and equipment. 

(ii) The Company has been granted licence for the manufacture 
and sale of Contract EqUipment (Pentaconta crossbar telephone 
Switching systems and Pentaconta equipment) for a period of seven 
years, including an exclusive licence to export and sell Contract 
Equipment for that duration to Afghanistan, Burma, Cabodia, Ceylon, 
Indonesia (Limited to Sumatra, Java and Bali), laos and Nepal and 
a non-exclusive licence to export during the lifetime of patents, 
Contract EqUipment manufactured t~ any country in the world 
excepting certain specified countries where Pentaconta crossbar 
switching equipment was being manufacturet\ or assembled by 
ISECIBTM as on the date of the agreement (Clause 4, 5 and 7 of 
Part II). 

14 
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(iii) Royalty is payable at the rate of one per cent, of the gross 

~x-factory selling price, excluding sa.les taxes and all local taxes, 
of all Contract Equipment manufactured in India and sold by the 
Compnay. The gross selling price is to be the actual selling price 
less the cost at the factory site of any items included therein pur-
chased fr.em the Collaborators and also less the price included 
.therein of certain specified items like batteries, power plants 
ringers, etc. which are outside the scope of the agreement. The 
total amount of royalty is not to exceed the US $ 100,000 in any yeK. 

The royalty was payable beginning two years from the effective 
date of agreement i.e. from 31st August, 1966 to 21st May, 1971 
and within three months of the close of the financial year (Clause 11 
and 12 of Part II). As per Clause 11 cited, the Company was re-
quired to furnish to ISEC within three months of the close of the 
financial year a statement certified by an independent Chartered 
Accountant setting forth such gross sales less applicable deductions 
during the year. 

3.3. The Company paid Royalty for the years from 1966-67 to 
1970-71 and for the period from 1.4.1971 to 20.5.71 was as follows: 

Year (RR. in lakhs) 
1966-67 0'52 Gross 

1967-68 3'61 " 
1968-69 2'47 " 
1969-70 3' 17 

1970-71 3' 36 '\ Subject tn audit certifi-
from 1-4-71 to 20-5-71 o· 39 f cation 

Royalty for the 2, years 1970-71 and 1971-72 has not yet been paid. 
It has, however, been computed as under: 

-_.- - - .... _------.. _--_._-------
1970-71 

1971-72 (from 1-4-71 to 20-5-71) . 

Rs. 3' 36 lakhs 

Rs. o· 39 lakhs. 

Royalty was being paid to the ISEC-for-useofi)ateniancl other 
rights made available to the Company. 

3.4. (2) Agreement with BTM 
(i) According to the agreement, the BTM were: 

(1) to supply all technical information knowledge and expert 
advice concerning manufacture, USe and maintenance of 
the crossbar telephone switching systems and Pentaconta 
equipment and the installation, maintenance and opera-

~ tion of the required factory equipment (Clauae 3). 
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(2) to make available the necessary engineers and techni-
cians (Clause [4 (c)]; 

(3) to train in their factories the personnel of IT! with 
living expenses of such personnel for upto 33 man-months 
to be borne by BTM [Clause 4(D)]; and 

(4) to supply machines, tools and equipments and equip-
ment units and other items required for the setting up of 
the factory and production of equipment up to 167,000 
lines of Jorbagh type (Clause 5) . 

In consideration of the Ijupplies to be made and by way {If 
reimbursement of expenses, BTM were to be paid as follows:-

(a) supply of special machines, tools and other equipments and 
quipment[Clause 6A(i») . SF 190,602,500 

Supply of standard machines and tools [Clause 6A(ii)) (under 
deferred payment arrangements) . . . ... BF 34,II4,000 

BF 224,716,500 

(b) Personnel charges [Clause 6A(iii) and 6B(ii)) BF 6,855,800 

(c) Credit insurance expenses paid hJ' BTM but not exceeding 
o· 5% of the total amounts covcre [Clause 6A(iv) and 6D(iv)] 
and . . . . . . . . . . RF 17,682,003 

(d) Uving expenses and tavelling expenses in India of HTM 
engineers [aause 6A(iv), 6B (ill)) • . BF 5,19,840 

The amount of BF 224,716,500 represented F.O.B. prices of the 
machines, tools, equipments, etc. and the actual amount was to be 
paid at prices adjusted in accordance with the escalation formula 
in Clause 6 (C) of the agreement. This amount was payable as 
follows:-

(a) 5 per cent. within 30 days of the signing of the agreement. 

(b) 110 per cent of the invoice value of each shipment against 
shipping documents; and 

(c) the balance in ten equal annual-instalments commenc-
ing from the 36th month from the date of signing of the 
agreement [Clause 6B (i) (a)] 

In ol'der to cover freight marine insurance and escalation 
charges, a Supplementary Agreement for BF 44..95 millions was 
entered into by Government with BTM in October, 1967 in conse-
quence of which the total Belgian credit amounted to BF 269.67 
millions. 
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3.5. The repayment of credit commencing from 36th month from 
the date of signing of agreements was apparently intended for com-
mencing payment on attainment of full prodUction. As h-.:YWeVer,-
there Wa6 delay in establishing full production, the Company could 
not make repayment out of its own resources. 

(ii) The catalogues of special machines, tools and test equip-
ment (VoU) and equipment and equipment units (VoU!) made 
available by BTM at the time of signing the agreement did not 
contain many items ordered by the Company from time to time, as 
according to the Management, there were changes in the actual 
specifications of eqUipment required by the P&T in variation of the 
Jorbagh pattern, additional facilities asked for to be provided such 
as called number indentification, subscriber to subscriber dialling, 
single and multi link operatoOl' dialling and inter-working equipment, 
changes in circuitary and changes in the quantities of equipment 
required. When this was pointed out to BTM, a supplementary 
catalogue (2361 items) was received by the Company in December, 
1966 listing out the various items together with prices of items 
ordered Out u/ the Company till then. Even the original and sup-
plementary catalogues together were not found exhaustive. Conse-
quently for the items still remaining uncovered, pricing details were 
obta·ined by the Company as and when the reqUirements for such 
items came up. Most of these quotations were received durlng the 
period May-August, 1968. 

3.6. In re,gard to items covered by the supplementary catalogue 
and later quoted by BTM, the escalation factors adopted were:-

(i) Prior to December, 1966; a variable percentage prevail-
ing at mid-point date between order and delivery from 
December, 1966 to February, 1968; a fixed escalation of 
5 per cent for components as well as tools and guages; 
and; . 

(ii) from March, 1968; a fixed escalation of 10 per cent for 
components and 15 per cent for tools and guages; over -
the quoted prices. 

3.7. In this connection, the Compnay contended with BTM 
(April, 1969) that escalation could be applied only to the items -

quoted contemporaneously with the fina1isation of the agreement 
in May, 1964 (which was based on the price indices prevailing in 
December, 1963 in the case of components and February, 1964 in 
the case of -tools and guages). BTM replied (May 1969), that the-
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· prices of the items in the supplementary catalogue and the quota-

tions of May-August, 1968 had been worked back to the escalation 
indices prevailing in December, 1963. Since the Company's require-
ments had already become critical by this time and were urgently 
needed for continuity of production the Company suggested (June, 
1969) that BTM might supply materials at the prices mentioned in 

· its purchase orders subject to such adjustments as might be .found 
necessary later or if this was not acceptable to BTM, the invoices 
might be based on the prices claimed by BTM and the payments 
treated as provisional and subject to adjustments as might be found 
necessary after discussion. BTM have agreed only to the latter. 

The Ministry have stated (June, 1970) that "BTM has since been 
addressed reiterating the ITIs point of view that the application of 
the escalation formula as per the agreement should be limited to 
the prices quoted by BTM contemporaneously with the finalisation 
of the agreement and suggesting that the matter should be discuss-
ed and settled." 

3.B. The Committee wanted to know the total value of supplies 
made so far to P&T and the repayments made upto 31-3-1972. The 
Management statEd that while upto 31-3-1972 payment in respect of 
supplies on deferred credit made to BTM amounted to Rs. 247:53 
)akhs, the value of supplies was about Rs. 32 crores and the BTM 
rates CIF were in the neighbourhood of Rs. 2200 to Rs. 2300 per line. 

The Committee desired to know the total value of purchases made 
under the supplementary catalogues, the incidence of escalation, and 
the amount of loss suffered by the Company consequent on the de-
lay in settlement of the issue. The Company stated in a written re-

· ply as follows:-

"The supplementary catalogue as well as individual quotations 
received from BTM specified that the prices indicated 
therein were the 1964 catalo'gue prices implying thereby 
the claim for escalation as in the 1964 catalogue prices . 

. Orders were placed on BTM from time to time to meet pro-
duction reqUirements as per P&T's ordering pattern. The 
orders covered items enumerated in the 1964 and 196U 
catalogues as also in individual quotations, and orders 
were not separately placed catalogue-wise or quotation-
wise. In view of the large number of items and orders 
and the lapse of time, it is cliftlcult at this .tage to assess 

-:the valve. of ordersca talogue-wise. • 
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Except in regaN. to orders placed upto 30-11-66 which were 
su~ject tIl escalation as per the agreement formula, the 
orders placed on BTM provided for fixed amounts of es-
calation as agreed to between BTM and the Company, the 
fixed escalation having been determined solely with re-
ference to the date of placement of the order. Fixed es-
calation had thus no connection with actual delivery 
periods and consequently delay in settlement of the issue 
or delay in supplies did no~ affect the claim for such es-
. calation." 

3.9. The Committee note that on account of the changes in the ac-
'tual specifications of equipment requi· ed by the P&T in variation of 
the Jorbagh pattern which was stipulated in the agreement entered 
into in May, 1964 with BTM, the catalogue supplied at the time of 
entering into agreement, for special machines, tools and test equip-
ment and equipment units did not contain many items ordered by 
the Company with the result that the Company had to obtain a sup-
plementary catalogue in December, 1966. The Committee note that 
even the original and supplementary catalogues together were not 
found exhaustive and consequently for items remaining uncovered 
pricing details were obtained as and when necessary. The Committee 
are at a loss to understand why the specifications requIred by P&T 
('ould not have been settled well in advance of concluding the agree-
ment with the BTM. \ 

The Committee regret to note that the matter regarding escala-
tion terms applicable to the items covered by the supplementary 
catalogue and later quotations is stiD pending settlement and only 
provisional payments have been made for the supplies received. The 
Committee also note that the escalatf!;n terms prescribed in the sup-
plementary catalogues were also different from the original as In-
dicated in para 3.6. The Committee were informed that orders were 
not placed catalogue-wi 'Ie or quotation-wise separately but as and 
when required as per P&T Production pattern and it is now difficult 
to assess the value of orders catalogue-wise or quotation-wbe se-
parately. The Committee fail to understand as"fo why the terms and 
'Conditions of purchase could not be settled in advance and why 
orders against dilferent catalogues and quotations were net placed 
separately and how payments therefor were regulated especially 
when the escalation terms for supplementary catalogues and later 
quotations were different from the original. 
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The Committee need hardly sUess that supplies· &lainst the difle-
rent cataloaues and quotations should be segregated at'least now and 
terms of escalation and payments therefor finally settled without 
delay. The Committee also stress that the terms and conditions of 
purchases should be settled well in advance of placing the orders so 
that the Management may know the exact contractual liability and 
financial implications to avoid disputes at a later stage. 

3.10. During the evidence of the Ministry of Communications the 
Committee enquired as to the main reasons for whieh the agreement 
witli the, collaborators wa'5 extended from May, 1971 to May, .1972 
and again from May, 1972 to May, 1973 inspite of the shortfall in 
production. The Secretary of the Ministry stated that at the time 
of expiry of the agreement in May, 1971 they had some problems 
both in regard to production in the ITI as well as in the maintenance 
of some other cross-bar exchanges supplied by the collaborators. 
The Secretary added:-

". . . . . . . . . . .. we felt that it would be advantageous to the 
Department if we extend the agreement by one more 
year. This is the reason; but in doing so, we cut out the 
royalty clause. There is now absolutely no need for the 
ITI to pay royalty to the BTM." 

The Management !',tated in this connection that the extension of 
the agreement would enable the Company to obtain also the bene-
fit of know-how in respect of new developments and modifications in 
earlier designs. During the extended period BTM agreed to supply 
machines free to meet the inadequafe capacity. The defective de-
signs were kept in view while agreeing to extension of agreement. No 
penalty clause was, however, included in extending the agreement 
because it did not exist in the original agreement also. 

B. Defects in Design 

3.11. During evidence, the Committee invited the attention of the 
Chairman of ITI to the statement of the Minister of Communications 
that there was defect in the cross-bar equipment and enquireo:i as to 
what the defect was. The Chairman of the ITI stated that there 
Were three main defects in the cross-bar equipment. Explaining the 
position further he stated that 

"In India, the calling pattern of our subscribers is probably tllp 
highest in the world. It is not only the total time we 
speak, but also the number of calls which a subscrf"'€:' 
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initiates in the busy hours that it gives the equipment the 
worst possible beating ... Cross-bar is a v~ sophisti-
cated equipment. When you dial a six-digit number, each 
digit gets stored in a register. This register is the Com-
mon Equipment. We are going in for a tremendous amount 
of sophistications and development in commWli<:ation for 
which this equipment is essential. 

In this common equipment, what happened was that, due to 
the tremendous load this equipment had to work so much 
that the contacts burnt off and once it is burnt off, we can-
not proceed. 

They also found that there are certain defects in respect of 
what is c~lled the Spaj:k Quench which prevents contact 
burning. The BTM had used them in their equipment ano 
they had given them no problem before. 

Another defect noticed was that on certain parts there was a 
certain corrosion. Due to the tropical climate of India. its 
heat and humidity, it started corroding certain parts which 
was not expt::rienced in other countries . 

. The third problem was that of certain circuit defects and cer-
tain changes had to be brought about." 

3.12. The Committee tisked why ITI could not foresee the amount 
of traffic in India under which the equipment had to work before 
placing the order with the collaborators and why circuit defects 
could also not be envis<:ged particularly when there was a tele-
communications resarch centre. The Chaiman of ITI explained that 
the equipment which they were using in the country was inadequate 
to meet the latest telephone requirements. The m03t sophIsticated 
system known anywhere in the world at the time of entering into 
agreement was the cross-bar equipment. This equipment was com-
pletely new to this country and they started from zero and by then 
they had no research on the cross-bar at all. The problem cropped 
up only after they had worked and expei'ienced it. He assured the 
Committee that for each one of the problems there was a solution. 
He further stated that the major part of the problems had already 
been analysed, detected and rectified. 

The Committee pointed out that about the traffic to be carried 
they had experience and could have calculated and intimated the 
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correct positioo to the collaborators. The Chairman IT! stated that 
they did indicate the pattern of traffic to collaborators. But this-
information was sufficient for the strowger system only. But for 
the cross-bar periodicity of calling (The number of calls injected 
into the total calling period) was an additional important feature. 
about which ITI did not know. Though there was a very extensive 
common control equipment they did not know that this feature 
could have important bearing on the design of the equipment, or 
the type of the equipment. 

3.13. During evidence the Committee enquired how out of the 
three Companies Mis. B.T.M. alone were selected for cross-bar equip-
ment. The Secretary, Ministry of Communciations stated in reply 
as follows:-

"We had El team of technical people sometime in 1963 who went 
round the countries to know about this eqUipment. They 
decided to go in for cross-bar operation and these techni-
cal people- went round and saw the various types of equip-
ment working and suggested that we could call for tenders 
for these equipments. We had 3 tenders-one from B.T.M· 
the second h; LM Erics!son of Sweden ·and the third one is 
Nippon Electric Company of Japgn. These three firms 
offered different types of systems. They were all cross-
bar systems but of different designs and our technical 
people sat over them and finally had decided to select the: 
'Pentaconta' system." 

The Committee further enquired as to why the defects were' 
not pointed out by the technicians before ordering for the design 
and accepting the same. The Secretary of the Ministry stated in 
reply that even if technicians had gone into the case in greater de-
tail, they would not have been able to find out this technical defect 
unless those equipments worked actually under these traffic condi-
tions. 

The Committee desired to know the reason for going into the 
cross-bar system in which so many deficiencies were noticed. The 
Management stated that "the decision to go in for production of 
cross-bar type exchanges was a correct one although the particular 
design of cross-bar exchange has given rise to some problems whiCh 
are being tackled·" 
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The Secretary of the Ministry stated: 

celt is not the fault of the cross-bar system as such but the: 
actual equipment that was installed. We decided to go 
in for' cross-bar system for a very important reason be-
cause at that time we had envisaged that within a few 
years' time, we would have to go in for a national dialling 
network." 

Commenting on the present position of the equipment and its 
future functioning, the Chairman, ITI stated that the major pro-
blem in the working of the equipment had been identified, al~o 

assured the Commmittee that with the introduction of the changes 
in their new production and according to theoretical calculations 
the performance would definitely improve to a high degree. He . 
said, however, that it was slightly premature t:1 say whether it 
would work to their entire satisfaction. 

3.14. During evidence of the Ministry of Communications the 
Committee pointed out that the Government sought compensation 
from IT! for the production of defective cross-bar eq~pment where-
as the defects occured due to deficiencies in design which was pre-
pared by the collaborators viz., Mis. BTM and approved by ttlE.' 
Government of India. The Committee asked ao:; to what was the re-
action of I.T.I., on seeking compensation. Thf> Secretary of the 
Ministry stated that the I.TI had said, "You cannot expect us to 
defray the cost of repairs or rectification because you have chosen 
this type of equipment and asked us to manufacture it." He fUr-
ther stated that they had sought the opinion of thE' Mini5try of 
Law wheher they could pin down their coll1lbor3tors for the cost 
of rectification of the equipment made by ITl and supplied to th{'m. 
He also informed the Committee that as far as BTM supplies wert! 
concerned, the Government had asked them for compensation. MIS. 
BTM had accepted the responsibility for the defective equipmE'nt 
and they were rectifying them. 

3.15. The Committee note that the agreement with the BTM 
which was to have expired on the 21st May, 1971 was extended 
first from May, 1971 to May, 1972 and again from May, 1972 to 
May, 1973 in spite of the problems of production as weD as In the 
maintenance of cross-bar exchanges supplied by the colaborators. 
The Committee were informed that this extension wall for the 
benefit of m in order to enable foDow-up action for the removal 
of certain deficiencies in the equipment particularly in design most 



.of which relate to defective spark quench, corrosion of certa. 
parts due to climatic conditions, circuit defects and common control 
.equipment, etc. While the Committee note that the cross-bar sys-
tem of tele-communications is modern in design concept and utilis01. 
tion, they are constrained to point out that the type of cross-bar 
technology for manufacture in India has'Deen found in actual 
practice not to be fully suited to our conditions. The Committee 
are at a loss to understand how such a serious shortcoming crept 
in when a technical team of senior officials had gone rou.nd dif-
ferent countries to examine and recommend the most suitable type 
of cross-bar equipment for manufacture in the country. The Com-
mittee were informed that the Company indicated to the collabora-
tors, the pattern of traffic and other information which was sufficient 
only for the strowger system and without adequate d~ta about the 
periodicity of calling which was an essential featwre in this system 
and which has an important bearing on the design of the equipment. 
The Committee fail to understand why such an essential pre-requi-
site as periodicity of calls was not identified in detail and the special 
feature of Indian conditions kept in view while selecting the col-
laborat:on for the cross-bar equipment. The Committee feel that at 
least at the time of preparing the Detailed Project Report, these fea-
tures should have been gone into in detail so that the type of cross-bar 
exchan~e and the equipment which was manufactured really suited 
the Indian conditions. The net result of the serious omission has 
been that in the case of the cross-bar system installed in Bombay, 
as compared to 9,400 line capacity only 6019 lines could be provid-
ed resultin..~ in a recurring loss of about Rs. 30 lakbs per annum. 
This matter has been highlighted by the Public Ac('ounts Com-
mittee, (1971-72) in paragrnph ]'1 of their 2nd Report (5th Lok 
Sabha) while examining the financial implications of the defective 
cross-har s;o,stem installed in Bombay. Since this equipment has 
aim been installed elsewhere, the Committee apprehend that the 
financial loss might be far higher. In view of the above, the Com-
mittee desire that the reasons for not keeping in view the peculiar 
conditions of Indian telephone operation while deciding foreign 
collaboration and later not rectifying this serious omission even at 
the time of preparing the detailed project report should be gone into 
and responsibility fixed. 

3.16. The Committee note that Government claim now to have 
found solutions to overcome these shortcomings. The Committee 
wish that Government had taken concerted mea'lurcs much earlier 
and had effected the necessary rectification without any 10"8 of tbne. 
At pny rate, the Committee desire that the cross-bar equipment 
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a1r.-.ady installed should be systematically rectified and the Commit-
tee informed whether it has, in fact, now been able to achieve the 
J'ated capacity in actual operations. The Committee would also 
like ITI to confirm that the cross-bar equipment now beiD. me.u-
factured at least eonforms to the Indian requirements and is free 
from the defects which bad earlier depressed its operetine capacity I 
4lfficiency. 

3.17. The Committee would also like Government to aDftlyse in 
detail the shortcomings and handicaps which have been experienced 
in selecting this foreign collaboration and in its subsequent opera-
tion so as to learn the requisite lessons and advise all Public Un-
dertakings how to avoid such pitfalls in future. 

C. Project Estimates 

3.18. The following table indicates the estimated cost of thE' Pro-
ject vis-a-vis the actual expenditure at the end of 31st March, 1969: 

Particulars 

Buildings 

Plant, machinery and equipment 

Furniture, fixtures, office machinery and 
equipment 

(Rupees in lakhs) 

Estimated cost as Actual upto 31st 
per Project Report March, J969. 
(prepared by the Com-
pany in May, 196~ 
and approved hy Go-
vernment in June, 
1966) 

20'00 

8'25 

J6'74 

162'82 

The increase in the actuals over the original estimates is attributed 
by the Company to the following:-

(i) Impact of devaluation RI. 2 4' 00 lakhs 

eii) I ncreaSe in prices and customs duty etc. Rs. 8'00 

(iii) Increue due to equipment'and machinery that were not origi-l 
nally included in the project estimates .., ~ Rs. 32'00 " 

(iv) Additional provision over and above orisinal estimates in the J 
Cross-bar factory, inspection, stores and factory equipment. Rs. 64'00 " 

(Approx.) 
Loss: Saviop on buildings, fixture, furniture, etc. 

39ILS-3· 

Rs. ~·oo " (do) 

RI. ~ " 

..r9·oo .. ;. 
~, 
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·.though the original estimates were exceecfed in 1966-67 its~lf, the 
revised estimates are yet (June, 1970) to be finalised by the Com-
pany and submitted to Government. 

The origtnalestimated -cost, the revised estimated cost, and (pro-
visiOlnal) . actuals up to 31st March, 1972 together with reasons 
for increases in cost are furnished below:-

(Rs. in lakhs) 

Estimate as Revised 
per original Estimates 

Project Report 

Actual, up-
to 31-3-72 
ligures 

Buildinp , 20'00 18'26 

174'48 

18'53 

175'44 Plant, Machinery & Equipment. 

Furniture, Fixtures and office Machinery Equip-
ments 7'39 

127'00 199' 16 201' 36 

The increase in the capital cost of plant, machint'":y and equip-
bent is due to the followtng:-

(I) Effect of devaluation Rs. 24'00 Jakhs 

(ii) Price Escalation Rs. 18'00 " 
(iii) Customs Duty on Machinery supplied free by BTM Rs, II '48 " 
(iv) Additional Machinery for manufacture of special components 

and setting up of Jobbing Department Rs. 22'00 " 
TO"AL Rs. 75'48 " 

3.19. The Committee enquired under what circumstances the 
Company did not submit the revised estimates of the Project to 
the Board of Directors and the Ministry of Communications till 
June, 1970. The Ma~agement stated in a written reply as follows:-

"Preparation of the Revised Project Estimate involved col-
lection of data and computation of costs after the project 
had been fully set up i.e., after 1968. In the meantime, 
the budget proposals for capital investment on the· project 
had been made and approved by the Board. The budget 
grants were sanctioned by the Board pending approval 
for the Revised Project Estimate. ' 
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After approval by the Board, the Revised Projcct Estimates 
have been submitted.tQ Government in October/November 
1971 and are under examination by the Ministry of Com-
munications in consultation with the Ministry of Finance." 

During evidence the Secretary of the Ministry stated that the 
j"evised estimates amounted to Rs. 201.36 Iakhs and the Govern-
ment accorded sanction on the 28th September, 1972. 

3.ZD. The Commttee note that thou,h the orieinal estimate for 
Us. 127 lakhs sanctioned by Government in 1966 was exceeded as 
~arJy as 1966-67 the Company prepared a revised estimate only after 
the project had been fully set up in 1968 and submitted it to the 
Hoard of Directors in June, 1970. The Board submitted to 
Government the rMsed estimate in October-November, 1971 
i.e., after more than one year and the revised estimates were sanc-
tioned by Government in 1972 after another 10 months. 

The Committee re"ret to note the laxity of financial control 
both on the part of Management and Government in having allow-
ed the Company to ceetinue to incur expenditure on the project 
without a Revised Estimate being prepared and approved by com-
petent authority .. The Committee need hardly stress that the Re-
"ised Estimate should not be construed as a completion Report of 
the Project but it is an instrument of financial control and should" 
have been prepared and got sanctioned when there was the sligh-
test likelihood of the estimates being exceeded and not after the 
project was fully set up. The Committee feel that Ministry should 
also have taken steps to obtain the Revised Estimate even in 1966-
67 when the expenditure exceeded the original estimate. . 

The Committee recommend that the prO('l!dural delays and 
"arious I"psel'l which have caused the delay in the pr~IUlration and 
SIlD.:tion of the revised estimates should be inve~ti2llted an,l res-
pO'l .. ibility therefor fixed. 

D. Sc.ope of manufacture 

3.2l. According to the agreement, the Project envisaged the 
manufacture of local exchanges, trunk exchanges, rural exchanges, 
PABX's conce,ntrator lin.e unit for use with step :by step equip-
ment and pentaconta inter-working equipment. 



No time schedule was, however, laid down ,either in the agree-
me'lt which is to run till August, 1971 or in the Project Report 
or by the Company for taking up the production of these items in-
dividually. 

The company has so far been manufacturing local and trunk 
exchanges only. The manufacture of rural exchanges and line con-
centrators has been kept in aoeyance by the Management for the 
foJbwing reasons:- . 

(i) Tools have to be fabricated. 

(ii) The designs have to be decided upon by P. &. T. 

(iii) At the time of signing the agreement no specific design 
of rural exchanges suitablt> for :Indian conditions was 
available. 

3.22. The Committee desired to know the reasons for not laying 
down any time schedule for the manufacture of various items en-
visaged 'in the agreement or in the Project Report. The Chairman 
and Managing Director of I.T.I.. stated durjng evidenoe that the 
original agreement ~overed a variety ofe.changes. In all those 
-exchanges the basic types of equipment were exactly the same and 
-could be used to assemble the main exchange. exchange to be used 
in multinle exchange area or rural automatic exchange or private 
. automatic exchange. He further stated that they had complete 
know-how of all these exchanges from B.T.M. 

3.23. In Q post evidence written reply the Management stated 
further as follows:-

"Production of the various types of equipment referred to in 
the Agreement is taken up depending upon the priority 
requirements of the P&T from time to time. Thus a time-
schedule for production of individual types of equipment 
was not necessary. 

Manufacture of some Rural exchanges, PABX's, Concentrator, 
and Pentaconta inter-workinjil equipment has also been taken up 
during the currency of the agreement. Prototypes of Rural Ex-
cha.nges are under trial." 

3.24. The Secretary of the Ministry stated during evidence that 
as part of the agreement a detailed time schedule was made only 
for local exchanges and no Production Schedules were drawn since 
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they did not go in for "Pentaconta" type for smaller exchanges be-
cause their earlier designs for small exchanges were quite ecOnomic 
and good enough. They had all the information but had not included 
them in their manufacturing schedules. He added that· they were 
more concerned with the larger exchanges than with the smaller 
ones .. For the rural exchanges, they were making old step-bY7step 
(sttowger'type) which was much cheaper and much more economic 
than the' Peritaconta. . . 

3.25. The Committee pointed out during evidence that Company 
had so far been manufacturing ·lbcal and trunk exchanges only and' 
although there was growing demand in the rural areas the manufac-
ture of rural eX~ hanges and line concentrators had be-enkept in 
abeyance by the Management. The Chairman of the' Company stated' 
that the new f3ctory planned· for 800,000 hnes Wbuld give eriough 
capacity not only to handle the main local exchanges but also the 
rural exchanges and trunk automatic exchanges. He further inform-
ed the Committee that thejr ultimate goal was subscriber to subs-
criber dialling all over the country. According to him it Was the 
cross-bar type that was needed for national dialling from subcriber 
to subscriber. If the cross-bar equipment was put in the main centres 
divided into national, regional and group centres, then, from any-
where in the country one would be able to dial anybody in the 
country. All these aspects, .liil1i1td, would be covered with the addi-
tional planned production .• ~. " . )..t 10. icR 

;~ I C.O ~~ 1't1 
The Committee enquired whether the design was now available 

for which the manufacture of rural exchange was kept in abeyance 
at the time of signing the agreement. The Chairman, ITl stated that 
P&T gave them a design on the basis of which they supplied an 
exchange to try it out and if they placed order for rural exchanges 
they would give these in place of ·main exchange. 

3.26. The Committee are surprised to note that though the pre-
jed estimate envisaged the manufactu~ of LOCRI ex~han,es, trunk 
exchange, Rural exchange, PABX's concentrator line units for use 
with stf;P 1»y step equipment and pentaconta equipment, DO time 
schedule was laid down either in the agreement which was to run 
till May, 1971 or in the Project Report or by the Company for· taking 
up the production of these. item$ individually. 

The Committee were informed that productio .. ' of, various types 
of equipment referred to in agreement was taken, up depend-
ing on prierity requirements of PAT from time to time and 
therefore, it time .ehedule for production of individual items was not 
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necessary. The Committee were also informed that a detaUed time 
schedule was made by the Company only for manufaeturing local 
and trunk exchanges as they w-ere more concerned with larler flX-

changes than smaller one. 

'the Committee feel that had a time schedule of manufacture of 
the different exchanges been laid down in the agreements and ·desllDS 
for all the types and prototypes of all kinds of exchanges been done 
according to the schedule within the currency of the agreement any 
defects/deficiencies in those areas would have come to their know-
led,e in time before the extension of the agreement with the colla-
horator!! was decided upon. The Committee stress that even now it 
i. not too late for the Government to take steps to complete the 
trial of prototype Rural exchanges to assess their ,,,rformance with-
in the extended period of the agreement. 

(i) Production target and Production performance. 

3.27. The Agreement envisaged setting up of a Plant capable of 
manufacturing 100,000 lines of Jorbagh basis of contract equipment 
in a single shift working (excluding the manufacture of power and 
ringer equipment, meters and master clocks, power distribution, ma-
nual board, installation and maintenance tools, guages, test sets, 
printed circuits, etc. which were to be purchased or manufactured by 
the Company): Full production cag,,,tty was to be achieved in a c...q~ 
total period of 36 months (i.e. by J$;'167) divided into six month- J\.I \~ 
ly periods commencing from 1ft Au.t, 1964. AuJlJc{ 

. The table (Annexure IV) indicates ~e programmed capacity, 
the targeted prodUction and the actual production during each pel iod 
of six months from February, 1965 to January, 1968. 

'3.28. (a) It will be seen that the performance in terms of output 
has been much lower than that programmed in the agreement; the 
short-fall ranging from 67 per cent to 100 per cent. 

(b) According to the agreement, local manufacture of· piece parts 
was to begin from period 2 (August,~ 1965 to January, 1966) 80 that 
complete local manufacture of all piece parts for the Crossbar 
equipment was completed during period 5 (February, 1967 to July, 
1967). The local manufacture of pieCe parts was however taken up 
only from May, 1966 and the manufacture of all the piece parts was 
eatabUshed front May, 1967. 

(c) The Company has not yet taken up the manufacture of spe-
cial relays programmed during period 5 (February: 186'1 to July, 
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1967). The agreement provided for the procurement of tools for 
their manufacture, but the machines were to be provided from the 
MAX Division on strowger production taperine down. Since this 
has not been realised in practice, the Company has to order addi-
tional machines estimated to cost Rs. 4.60 lakhs. 

3.29. The following reasons have been attributed by the Manage-
ment (June, 1968) for the shortfall:~ 

(a) Phase 1 covering periods 1 to 3 (February 19615(0 July, 
1966) consisting of training in assembly, adjustment and testing of 
local exchange equipment; 

• 

(i) delay in finalisation of facility schedule/speciftcations for 
the 1st 5000 lines ,by the Posts and Telegraphsj 

(ii) delay in receipt of engineering, manufacturing and test-
ing know-how; 

(iii) delay in the supply of semi-equipped assemblies and 
piece parts by BTM; 

(Iv) delay in the supply of test equipment by three periods; 

(v) delay in ordering and receipt of machines and; 

'(vi) delay in erection' of imported machines which were de-
maged in ,tfansit. 

(b) Phase 2 covering Periods 4 and 15 (August, 1966 to July, 
1967) consisting of local manufacture of lOme piece ~rts 
required for Cross bar equipment in addition to .. sem-
bly, adjustment and testing of local exchange equipments; 

(i) the backlog of nearly 18 months in •• sembly programme 
1n Phase 1; and 

(U) _ delay in supp'ly of sub-assemblies and piece parts by the 
collaborators. 

(c) .~hase ,3 covering period 6 (August, 1967 to January, 1968) 
consisting of complete local manufacture of all piece parts 
of the Crosa-bar exchange equlpment~ 

(i) vital deAciencia in machine capacity in Nlpect of cer-
tain COIIlponents; and 

(it) Don-availability of lu1Bcient too.1s ia· !q4UlY eases, affect-
ing continuity of produetton of piece parts. 

Perfomiance subsequent to the period referred to in the 
agreement. 
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. 3.30. M against the programmed production of 70,000 lines in 
U~68-69, the actual production was 35,000 lines only. In 1969-70 also 
the production was estimated at 35,000 lines. The Management have 
assi~ed the following reasons for shortfall in production in 
19~"69:-

(i) Inadequate supplies of raw materials, imported compo-
nents and other proprietary items of BTM arising out of 
foreign exchange difficulties and dedit formalities. 

(if) Inadequacy in machine capacity and non-availability of 
duplicate tools. 

After taking into account the sets backs to the Project and the 
changed pattern of ordering by P&T, the Management have assessed 
the following programme of manufacture of Cross-bar equipment 
during 1970-71 to 1973-74:-

1970-7 1 fO{'.,o lines (Balanced) 

70 ,000 

90,000 

1973-74 1,00,000 " 

(The balanced supplies involve production of several items not 
envisaged in the agreement, such as installation and maintenance 
tools, test desks, manual boards for special services, distribution 
fraD;les, subscribers meters, etc.) 

On the basis of the above programme of manufacture, the Com-
pany anticipates a total short-fall of- 2.34 lakh lines in meeting the 
requirements of P&T Department for Crossbar equipment during 
the Fourth Plan period (1969-70 to 1973-74). The short-fall of 2.34 
lakh lines includes 70,000 lines of rural exchanges for which capacity 
has not been developed so far. 

3.31. The Management stated in a written reply after evidence 
that the BTM was responsible for delays arising from reasons: 

(1) delay in receipt Of necessary know-how; 

(it) delay in supply of equipment and parts; 

(iii) delay partly in tendering advice regarding erection of 
imported machines; . 

(iv) delays partly in supply 9f sub-assemblies and . piece parts; 
and 
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(v) the baekJ.og of nearly 16 mouths in assembly programme 
in Phase 1. 

The Management admitted that the finalisation of facility sche-
dule/specification of the exchanges by P&T took some time, and 
consequently there was delay in finalisation of the speciijcation etc. 
by BTM. It was further stated that orders were placed after fin ali sa-
tion of specifications and observance of essential formalities. Keeping 
in view the time required to call for and process the quotations and 
the lead time required to complete the delivery, the management 
felt that the original schedule of having the items in the factory by 
January and July 1965 was not quite practicable. 

They further stated that the delays in supply of know-how were 
solely due to BTM's failure. Delays in supplies of sub-assemblies and 
piece parts were also partly due to BTM. In regard *0 test equip-
ment, BTM offered to supply new testing· equipments which were 
under development in their factories and this offer was accepted by 
IT!. 

3.32. Due to initial deferred credit being insufficient to cover the 
value of the total supplies, supplementary credits had to be obtained 
after observance of necessary formalities. BTM could net despatch 
the supplies as originally visualised due to the time taken for the 
establishment of supplementary credits. To this extent, delays In· 
supplies were contributed by reasons other than those for which 
BTM was responsible. 

It was further stated that there was no provision in the Colla-
boration Agreement for taking action on delayed supply of speciftr 
know how or other supplies or for claiming damanges from BTM. 

3.33. Asked what was the actual production in 1969-70 the Com-
mittee were infoorme that the production during 1969-70 was 
equivalent to 52,500 lines of the Jorbagh pattern. 

. The data relati'ng to' programmed productionandlletual produe-
hon for the .years 1970-71 and 1971-7215 given below: -
.----- - .---- - ----

1970-71 '971-72 
--,,""",,"-~-

Program.med 
Production 

100.000 linea of 
Jorbagh pattern 

'Actual Produc!iol'. Progra'1lmed 
Production 

Equivalent to aporo- 100,000 lines of 
Xhl'~l! 60.000 . jotbtil\l pattrrn 
line~ .or J orbaah 
D,n~rn(overalJ) . ,,'" ," 

Actual Pro:luc ion 

Equivalt'nl 10 IPP-
Toxlma~ty 110 000 
lin~. of lorblllh 
patt' fr.. 

---------------
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The Committee enquired that on the basis of present indications 
what was likely to be the total shortfall in meeting the requirement 
of P&T Department for crossbar equipment during the Fourth Plan 
Period. 

3.34. The Committee enquired that apart from the shortfall whe-
ther ITI had been in a position to adhere to the delivery dates, if 
any, stipulated by the P&T Department. The Management stated in a 
written reply that there were delays in adhering to the delivery dates 
for supplies to P&T. These were in turn due to delayed achievement 
of production targets. The schedule of deliveries and actual delive-
ries were discussed in the high-level meetings with theP&T held 
quarterly, and steps were taken to improve the delivery dates 
wherever possible. 

3.35. The Committee pOinted out during evidence that the Banga-
lore Unit of the Indian Telephone Industries could produce only 40 
percent of the targets fixed for manufacture of equipment during the 
year 197()"71 and wanted 00 know the reasons far this low production. 
The Chairman and, Managing Director of the Company stated that 
during 1970-71, they had produced about 40,000 lines. He explained 
that the capacity when assessed in terms of lines was likely to give 
rather misleading picture, because for each exchange, it was a tailor 
made job. The total quantum of equipment required would vary 
depending on the traffic to be handled in a particula;r exchange and so 
the price would also vary. He added that their factory was originally 
designed for a capacity of 100,000 lines of Jor Bagh type exchange. 
They carried out several exercises and came to the conclusion that 
the factory was designed for not a particular number of lines but for 
production of so much quantity of each one of the contracted items 
and therefore, the quantity of lines would vary in value. According 
to the nature of ordering pattern of the P&T Department 60,000 actual 
lines amount to 100,000 lines of Jor Bagh type. This, he said was ac-
cording to the provisions of the agreement. Dut to certain deficien-
cies, optimum Production could not be achieved in 1970-71. One of 
the important reasons was short lupplyof 12 machines by suppliers 
Mis. BTM who accepted the position and supplied 9 more machines 
where they were needed. One of the machines was still in transit 
The second reason for shortfall was stated to be the foreign ex-
change problem during 1969-70 and 1970-71 which was sublequently 
solved by allotment from I.D.A. credit which would enable them to 
import suftlcient raw materials and components. The thirdditB-
culty was 'the quality of IOD\e items of tndeeenous supply of raw 
material. Some items were -GOt uniform or they deviated from the 
specifications. The quantum' of rejections became very high. 
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The Chairman, ITI further stated that the shortages of the machi-
nery came to be known at the time of their installat:on and running 
when the rate of production did not come exactly with the quantum 
of production specified in the Project Report. The number of 
machines, to be supplied by the collabora1lars was indicated in the 
Project Report. The collaborators sent their team in 1968-69 and it 
was found out that there was some incorrect calculation on the Part 
of c.1llaborators and that the number of machines specified would 
be inadequate to meet the required quantum of production. Explain-
ing the gap of more than two years between the first and the second 
supply of machines he stated that in the beginning, the machines 
were run at too low capacity and their optimum producti-cm could 
not be known. The deficiencies were discovered later when they 
wanted to get optimum output. Thereafter they started dialogue. 
Ordering of machines and their supply resulted in loss of time. 

The Committee desire to know during the evidence as to who was 
resp'Jnsible for the shortfall. The Chairman, IT! stated that so far as 
the machines were concerned Mis. BTM were responsible. It was 
provided in the agreement that if the machines did not come upto 
the mark as regards both quali.ty and quantity of production, they 
would make that good. He also informed the Committee that there 
was no clause in the agreement for claiming compensation, damages 
or for recovering penalties from them if they failed to supply 
machines etc., in a specified period. 

Regarding the non-existence of Pen'll clause in the agreement ,the 
Secretary of Ministry of Communication stated during the evidence 

,that from our experience I would like to say, yes, it was a lacuna. 
But I remember when the collaboration agreement was reached, 
this question of compensation was discussed at great length and it 
was finally decided not to include any penalty clause in the agree-
ment." He also stated that "In the Ught of experience if we enter 
into any agreement we will have to provide ~r such a clause." 

E. Ch .... e in Proatuction in PaCtern 

3.36. The Company haa stated that .the comparison of actual pro-
1iuc1'.l6n with the· parameters prescribed in the agreement is not 
realistic, as the pattern of ordering by the PacT was entirely different 
from the Jorbagh pattern forming basis of the l8I'eement and requir-
ed much more production and scheduling efforts. The Company ii, 
therefore, of the view that it i. very difftcult to evaluate the actual 
production in terms of the Jorba,h pattern which would have 
involved far less efforts. 



According to the Management, 50 per cent, additional production 
effort is called for for the types of exchanges ordered by the P&T as 
compared with the Jorbagh pattern. On this basis, it has been stated 
that the capacity in terms of lines for the types of exchanges ordered 
by the P&T and that on Jorbagh basis, during the three years ending 
March, 1969, would be as follows:-

Capacity 

On actual ore ering b :s:~ 25,000 

On J orbBih basis . 

25,000 to 
35,000 

37,SOO to 
S2>!§OO 

35,000 10 
6O,0~0 

It will be seen that the actual production on the basis of the orders 
received did not reach even the above ment:oned capacity except in 
1967-68. Besides, it is apparent that the assessed capacity on Jorbagh 
basis, was less than that mentioned in the agreement. 

, The actual pattern of demand of the P&T being materially 
different from the Jorbagh pattern on the basis of which manufactur-
ing capacity, production schedule and the requirements of the com-
ponents, etc. were incorporated in the agreement, the basic para-
meters for judging the actual performances were substantially 
altered thus vitiating meaningful comparison of the actual perform-
ance. This also had the effect of aHering the economics of the 
Project. 

, 
In this connection, the Ministry have stated (June, 1970) as 

follows:-

" .. .it may be mentioned that when the Agreement was signed, 
the Government had, before them, the Jorbagh Exchange 
pattern as a standard. The actual orders would, how-
ever, be difterent as 8aeh exch~~ ill <Jf different capa-
city depending on its size and traffic handled. It is not 
possible to lay down any fixed parameters for computing 
the performance. The Indian Telephone Industries Ltd., 

" can, however, compute production by the content of the 
different exchanges, whichtkeyhave done." 

'3.37. The Committee enqUired whether the change in proouctiQn 
pattern WIlS envisaged in the Ilgreement and if not, how walJ it 
possible to enforce the terms of agreementaad'" how performance 
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could be watched against targets. The Chatrman informed"the Com-
mittee that the agreement envisaged the production of certain types 
of equipment and certain quantum of equipment which could be 
used in any way I.T.l. liked and for different types of purposes. He 
further stated that they had to evaluate their own performance 
against the actual break-up of the production and against the 
different items which were specified. With the addition of the 
machines, he informed the Committee, they would have the capacity 
to manufacture all the items that were mentioned in the agreement. 

Regard:ng the responsibility of BTM in the matter, the Chairman 
stated that the responsibility of Mis B.T.M. was only to ensure manu-
facture of a certain quantum of the different items mentioned in the 
agreement. It was not the concern of the collaborators how the 
equipment manufactured was used. He also stated that talking in 
terms of lines could be misleading in the context of total production 
effort or production capacity. 

The Committee pointed out that the capacity laid down in the 
agreement was one lakh lines. The Chairman, ITI explained the 
position as follows:-

" .... here we have said that the original intention was that in 
period one, which is the period from 1-2-65 to 31-7-65, 
the expected capacity of the factory was this. It is one 
thing to have the capacity and it is another thing to ship 
out and sell the articles produced. The intention at thQt 
time was to produce 5,000 Hnes, though the machines 
would, at that time, have a capability of producing so 
much. But from the time-it is produced to the time taken 
in going into various assemblies there, is a big time gap. 
Therefore, they. have said that, in period one, the rate or 
capability of the. factory will be to an extent of 20,000 
lines. But the real production that was expected and 
specified was 5,000." 

, 
3.38. Explaining the latest position regarding production the 

Chairman of the Company stated as follows:-

"Now we have reached a production capacity of hundred 
thousand lines. We are now in much better position to be 
able to do it. But we have reached upto this stage using 
not. one shift but more than one shift because some of the 
machinery had been under order. When we will be able 
to instal that machinpry. then we will be able to turn out 
hundred th:)Usand lines per year in one shift.'· 
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F. Deficiency in Capacity and Measures taken to rectify it 

3.39 (i) Deficiency in Capacity 
Under Clause 4 (A) of the agreement, BTM had undertaken res-

ponsibility, subject to certain conditions, for ensuring that the 
machinery, tools and equipment installed in the factory were such as 
to be capable of producing the quantities of contract equipment speci-
fied in the schedule of manufacture. . 

In accordance with the schedule, full production ca.pacity of 
1,00,000 lines, of Pentaconta equipment was to be attained by the 
end of period 5 i.e July, 1967. It, however, was only by the end of 
this period that all machines, test equipments, etc., had been commis-
sioned when shortage in machine capacity was noticed, particularly 
in the selector contacting lines, 200 ton press and moulding machines. 
The manufacturing capacity available in these sections corresponded 
to about 50,000 lines only per annum on Jorbagh basts. 

The matter was taken up by the Company with the Collabo-
rators from June, 1967 onwards. The Collaborators have from time 
to time agreed to supply 12 additional machines free of cost (esti-
mated at Rs. 9.25 lakhs). 

No provision has been made in the Collaboration agreement for 
"liquidated damages" as, according to the Committee appointed by 
the Government in March, 1964 to negotiate the agreement with 
BTM, the Project involved the production of numerous components 
and equipment and that, while the case of a chemical plant which 
was set up as a complete turn-key job, liquidated damages against 
certain guarantees were provided, such a provi!lion did not exist in 
other such collaboration agreements. 

Clause 9 of the agreement also inter alia provides that BTM shall 
not be liable for any loss of product;on or profits of trade. 

3.40. It is understood that at the instance of the Chairman and 
Managing Director a review of the upto date production capacity of 
the machines was undertaken in July, 1970, particularly in view of 
the fact that collaboration agreement with BTM was scheduled to 
expire in May, 1971. The investigation revealed that there was still 
further shortfall of machinery in addition to those pointed out in 1967 
and made good by BTM. The shortage in machinery consisted of 13 
groups of machines (21 machines in all). This was reported to BTM 
in August, 1970. After negotiations it was agr~d by BTM that they 
would supply to I.T.I., free of cost, the following additional machinery 
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so as to bring the rated capacity to 1,00,000 lines as per agreement:-

NOS, 

(a) I-I20T Power Press. 
(b) 1-Extension for Portable Hydraulic Pneumatic Press. 
(c) I-Power Shear 
(d) I-Paint Booth (4 positions) 
(e) 2-Arc Welders. 
(f) 7-Scheater-5 KV A spot welders. 
(g) I-Drilling Machine (6 spindle ·equivalent). 

The above machinery is expected to be received by the first 
quarter of 1972-73. Owing to the shortage of machine capacity 
pointed out above, the build-in capacity of the machinery for the 
year 1971-72 was stated to be 65000 lines only. 

The above mentioned investigations also revealed that information 
pertaining to know-how and standard time data had also not been re-
ceived by I.T.I. for a large number of items, components and assembly 
operations. These were pointed out to BTM in August, 1970 BTM 
agreed to send the outstanding data as early as possible. 

In a post evidence written reply to the Management stated .. 
follows:-

c: 
"No provision was made for liquidated damages fordl6lfency --in capacity. It appeared such a provision is not generally I 

made in such collaboration agreements. 

Agreement was finalised at the level of Government of India. 
It apPears that the provision of machines in the Project 
was somewhat conservative. 

The defiCiency was noticed only after the project had been im-
plemented fully. 

I . 
BTM ,had, however, agreed to supply!..!f!!!!. number of 12 

auditional machines free of cost to~ inadequate pro- ~ 
vision in the Agreement. . All the machines have been 
received excepting one SM 4-Co'ntract Welding line equip-
ment-which has also been shipped by BTM. 

~re was significant improvement in the production of Cross-
bar eqUipment during the years 1970-71 and 1971-72. 'We 
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have since reached 100,000 lines' capacity rate of Jorbagh 
type in the last quarter of 1971-72. 

The provision of machinery, tools and equipment installed in 
the Factory has been reviewed with reference to the 
changed pattern of demand and necessary action has been 
taken to augment the same. The Revised Project Report 
takes into account the changed demands pattern. With 
the additional machines installed and necessary man-power 
provided, it is anticipated that production of cross-bar 
lines equivalent to that provided for in the agreement 
would be feasible. 

The agreement seems to have been finalised by Ministry of 
Communications after having been shown to the Law Min-
istry. 

3.41. The Secretary of Ministry of Communications confirmed the 
position during evidence that with the existing machines and parti-
cularly after the installation of one extra machine, the Company 
would have adequate capacity to reach the designed figure of 100,000 
lines per year. 

3.42. A team from the World Bank consultants visited IT! to Itw&t the working of the project with a view to assist the project 
withf FC'edit facilities for achieving the programmed supplies to P&T 
De._ii!. The World Bank study team made a number of sugges-
tions i!J! prOVIng the production effiCIency In the factory, procure. 
ment systems and stock control of materials, close coordination 
between P&T and IT!, creation of buffer stocks for stategic raw 
materials and components, speedy clearance of import licences etc. 
A summary of the suggestions made by the World Bank team is 
given in Appendix V. 

3.43. The Committee note that according to the BTM agree-
Dlent for setting up of the plant capable of manufacturing one lakh 
lines in J of contract equipment on a single shift 

I working, the was to have been achieved in a period 
of 36 months from August, 1964 and ending July, 
1967. The Committee regret to note that the actual performance 
in terms of output has been much lower than that prorrammed in 
the agreement. The shortfall ranges from 67 per cent to 100 per 
cent at the end of January, 1968. The management has attributed 
varioUs types of delays as reason for shortfall in phases I and II 
(February, 1965-July, 1967). Tbe management have also admitted 
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that there were delays in finalisation of facility scheduleslspeeifi. 
-<ation5, etc, by the P. &. T. ThoUlh fer some of the delays pertain-
iDa te suJtply el kDow.how, semi.equipped asse.blies etc., the BTM 
was also responsible, the Committee relret to note the absence of 
any provisioD in the agreement with tbe BTM for takinl adion 
against them for such delays or for daimier the damares from 
them. The Committee view with concern tbat tbese delays have 
ultimately aftected the training and the production programmes. 

The Committee would like that the reasons for delays should be in-
vestigated. 

3.44. The Committee also take a serious view of the lack of ad-
vance planning and the preparation of specifications by P&TIITI 
bf'fore entering into agreement so that the speciftc-llti(jl1~ could be 
made available to the BTM for completing the contractual obliga.-
tions in time. The Committee see no reason why in It project of 
this magnitude which involves erection and. commissioning of a sop-
hi'lticated equipment, the progress of which depends on scheduling 
at different stages the Company should not have taken advantage 
of modern management techniques like "PERT" to review the 
pr~amme, identify the delays and take timely reme~ial measures 
-at ditferenl sta.ges to achieve the targeted programme. 

3.45. Apart from the financial losses, the Committee would 
like to point out that at a time when the country is seriOUf;ly short 
cf telephone enquipment fOnd the waiting list runs into sev~ral year" 
in metropolitan towns, it is unfortunate that we should not have been 
able to manufacture equipment of the requisite quality at ITI upto 
thp installed capacity. The Committee are greatly dissatisfied 
with the lack of urgency with which the various manufadurin, pro-
blems encountered have been tackled in ITI and desire that the 
matter should be looked' into at the highest level in order to take 
concerted measures to overcome these deficiences and reach pro-
duction as per the installed capacity. 

:t46. The Committee 9.re greatly perturbed tn note that as com-
pared to the Fourth Plan target, the m wQuld fall short by as 
nlUrh as 2.34 lakh lines including 70,000 lines of naral exchanges. 

3.47. The Committee note that though &D,OOO lines of P. & T., 
. were enuated by the Management to one lakb lines of Jorba" p.t-

.:'391 LS--4 ~ , 
_t 
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tern orilinally envisaged in the agreement with the collab01:ators 
the optimum production could not be achieved by the Company even 
in 1970-71 due to certain deficiencies like shott supply of machines, 
shortfall in foreign exchange and poor quality of indigenous sup-
ply of raw materials. The Committee regret to note that the short 
supply of machinery came to the notice of the Management only 
after two years of installation and running and when the factory 
could not achieve the quantum of production specified in the pro-
ject· report. The Committee find that:-

" .... soon after the (present Chairman & Managin~ 

Director took over charge in June, 1970? he had detailed 
discussion with the officers on the Audit Report und 
while going through the causes and the difficulties for at-
taining the rated capacity, it came to. light that the 
machine capacity was still not sufficient. They pointed out 
that they could not make the correct and full assessment 
of the machine capacity earlier as the various machine 
operation timings had not been received in full from 
B.T.M.". 

The Committee regret to note that even DOW informntion 
pertaining to know-how and standard time data has not been re-
ceived by ITI from BTM for a large number of items, components 
and assembly operations. 

3.48. The Committee are surprised that though onder the agree-
ment with the collaburators, the BTM were responsible for such de-
fects and deficiencies, the agreement did not even include a penalty 
clause providing for claim for liquidated damages for any failure to 
supply the machines in a specific time. The Se\..l'etary of the 
Ministry, during evidence, admitting this lacuna stated, "when tbe 
collaboration agreement was reached, this question of compensation 
was discussed and it was finally decided not to include any penaity 
clause in the agreement." The Committee are not happy at the 
way in which things connected with BTM agreement had beeu 
handled. The Committee would therefore like that the whole mat-
ter regarding the agreement with the BTM should be thoroughly 
investigated and the responsibility for not only entering into such a 
defective agreement but also the failure to take follow up action at 
different stages during the implementation of the agreement be 
fixed. 

3.f9. The Committee also strongly recommend that Government 
should learn the lesson from this experience and ensure that agree-
ments with collaborators include suitable clauses providing for levy· 



of penalties and recovery of liquidated damaae5 in cases of delays 
or failure to fulfil the contractual obligations eitber in full or in 
part. The Committee would also like GovernmentlBPE to issue 
rouitable guidelines in this re5ard to all Public Undcrtakines. 

3.50. Tbe Committee were informed tbat with the addition of 
tbe machines whicb are now being received from BTM, tbe Com-
pany would have the capacity to manufacture all the items that were 
mentioned in the agreement. The Committee, however, regret to 
observe that no revised parameters according to the P. &: T., pat-
tern were fixed corresponding to those included in the agreement 
for judging the octual performance with the result that no useful 
comparison could be possible with the agreement and the terms 
thereof enforced. The Committee view with concern the failure 
of the Management in not having intimated the revised production 
patternslprogrammes to BTM in time and included them in a sup-
plementary agreement to the main contract so that the terms of the 
contract could have been enforced and responsibility for shortages at 
several stages pinpointed. 

3.51. The Committee also note that a team of the World Bank 
Consultants had made a number of suggestions for improving the 
production efficiency in the factory. procurement system, stock cont· 
rol of materials, closer coordination between P. & T. and ITf, crea-
tion of buffer stocks for strategic materials etc. The Committee 
hope that these suggestions will be implemented and the production 
of the Company improved and efficiency enhanced. 

(ii) Tool Room Facility 

3.52. In the Project Report, no separate tool room facility was 
contemplated. As the then existing capacity was insufficient to 
cater to the require~ents. of crosR-bar mAnufacture in addition to 
meeting the existing demands of other divisions, one set of tools was 
obtained from the Collaborators for the manufacture of 1,00,000 lines 
of Crossbar eqUipment. Out of 500 tools required in Crossbar, 
about 200 are highly sophisticated and complex. Repair, mainten-
ance and duplication of these tools was found by the Company to 
be very difficult and a tool engineer was set in 1969 for training 
with BTM in the manufacture of these complicated tools. There 
were tool break-downs which because of lack of duplicate tools 
affected the continuity of production besides hampering the efforts 
of the Company to step up the schedule of local manufacture by 
two shifts working in certain sections of the machine shops wher-
ever there were shortages of machine capacity. 
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In order to obviate the difficulties in too maintenance and tool 
duplication, the Company also bifurcated the existing Tool Room 
in August, 1968. 

The establishment of a full-dledged tool room is, however, still 
(June, 1970) not complete pending procurement of additional 
machines. The Company has taken the following measures in this 
regard:-

(a) Fabrication of tools 

(Out of 180 too~s programmed to be manufactured in the Com-
pany's tool room, 82 tools only have been manufactured. 
upto June 1970 and the manufacture of remaining 98 is in 
progress). 

(b) Farming out of certain tools 

Out of 56 tools farmed out to outside firms, 16 tools have been 
received so far (June, 1970). 

(c) Import from Mis. BTM 

(4 tools at a C.I.F. cost of Rs. 1,25,297 have been received and 
another 71 tools are proposed to be imported). 

3.53. During evidence, the Chairman of ITI stated that at the 
time of entering into agreement with the BTM they had a very good 
tool room for the strowger factory. It was expected that with the 
progressive manufacture of crossbar, demand for strowger would 
come down releasing t.he strowger tool room for adaptation and use 
for crossbar. But the country's demand for strowger went so high 
that the tool room remained fully occupied. He added that they 
had a single set of tools and when it got damaged they suffered in 
production. In a post-evidence written reply the Management inti-
mated that the collaborators were advised about the tool room facili-
ties available for strowger production. The anticipation of tapering 
oft of production not having materialised and in view of the compli-
cated nature of the tools required, duplicate tools had since been 
ordered and a full-fledged tool room had been established for crossbar. 
The Management further stated that prOVIsion had been made in 
the agreement for supply of tools by BTM along with other supplies 
and only one set of tools was accordingly purchased from them 
apparently with a view to keep down the costs. It was not, how-
ever, possible to quantify the loss of production arising from the non-
availability of tools. 
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It has been clearly mentioned in para 15 of the Project Report 
for Crossbar that it would not be possible to divert tooling capacity 
of MAX Division to Crossbar without affecting supplies to the other 
divisions. It has further been mentioned in para 15 of the Project 
Report that even any marginal transfer of tooling facilities will be 
inadequate and would only impede the progress of the Crossbar 
Project. 

Initially, therefore, tools, fixtures, guages were to be procured 
and ordered on BTM as per Annexure 0.8 to the Project Report 
which was expected to suffice for manufacture of 1,00,000 lines of 
Crossbar equipment. 

3.54 The Secretary of the Ministry stated during evidence that 
they had not placed orders for the second set of tools though BTM 
had offered to supply. In this connection the Management stated 
that 71 Nos. of tools were ordered on BTM and 13 Nos. were impor-
ted from others including BTM since June, 1970. 

3.55. The Committee regret to note that the decision to make 
use of the tool room facilities available for strowger type of equip-
Dlent for crossbar production on the expectation that there would 
be tapering off of stroweer production was not correct especially 
when the crossbar equipment was quite new to the country ond 
there was no experience in the use of this type of equipment. It has 
been clearly mentioned in para 15 of the Project Report for Crossbar 
that it would not be possible to divert tooling capacity of MAX 
Division to Crossbar without affecting supplies to the other division~ 
It has further been mentioned in para 15 of the Project Report 
that even any marginal transfer of too~ facilities will be inade-
quate and would only impede the progress of the Crossbar Project. 

Initially, therefore, teols, fixtures, guages were to he procured 
and ordered on BTM as per Annexure 0.8 to the Project Report 
which was expected to Bulke fDr manufacture of 1,00,000 lines of 
Crossbar equipment. The Committee DOte tbat only when the 
ColDpaIIY was Isceel witli critical sitnation of Iar.e Dumber of break-
ages in tools darhl. produdion that the CompaDY t&oqJtt of order-
m ... duplieate -' of tools nd estuUsJaing full teolroom facilltiu. 
The Coauaittee allO Dete tlaat ia the meaDtiJDe the Company had 
to platle orden for import of 4 tools from tile very ..... collabora· 
tors i.e BTM for a C.I.F. vaJue of Be. 1.25 laldas and another set 
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of 13 tools from BTM and other companies. Had the duplicate set 
of tools been procured in time, the Company would not have suf-
fflred the loss in production. The Committee view with concern 
t)1e lack of proper planning in the provision of tools, and toolroom 
falf~ilities whioch has caused loss of production .. The Committee also 
take a serious view of the failure on the part of the Management in 
not having assessed the demands of strowger type of equipment in 
time before a decision about toolroom facilities for crossbar produc-
tion was taken. The Committee hope that with the establishment 
of a full-fledged tool room, ITI would be able to overcoml' the diffi-
culty of lack of tools required for the manufacture of crossbar type 
of equipment in future. 

G. Delays and their efted 

3.56. It is seen that there was delay on various accounts in the 
execution of the Project. Although Pert technique was proposed to 
be applied to the Project, it does not appear to have been obser'l.·ed 
in actual implementation, as will be evident from the instances 
given below. Besides, Pert technique itself was efficient, inasmuch 
as know-how delivery was excluded from its scope:-

(i) The Company was not in a position to indicate the actual 
dates of the receipt of production and engineering infor-
mation vis-a-vis the scheduled dates. There were, how-
ever, initial delays of six months in the supply of bulk 
of -the production and engineering ~nformation by the 
Collaborators. According to the Management it was not 
possible to draw a definite line as to the dates of comple-
tion of manufacturing know-how but that, by and large, 
it had been received in time. 

(if) In order to start the training of the operating personnel 
and the programmed output of 5,000 lines of local ex-
changes in period 1 (February, 1965 to July, 1965) the 
Collaborators were to supply the necessary equipment as 
semi-equipped assemblies. These were supplied only by 
July, 1967. As a result, the training schedule for period 
1 could not be adhered to. The Collaborators have attri-
buted the delay in the supply of these equipments to the 
late finalisation (March, 1965) of facility schedulelspeci-
fl.cations of the exchanges· by the PItT to the extent of 
nearly 8 months. 
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Similarly, .for the manufacture of 15,000 lines during period 2 
(August, 1965 to January. 1966) and 22,000 lines during period 3 
(February, 1966 to JUly. 1966), BTM were to supply sub-assemblies 

. 'and piece parts to give training in the assembly and testing of the 
equipnrents. There was delay of 2 months in placing the orders for 

"period 2 (August, 1965 to January. 1966). Besides, supplies were 
'not regular and balanced in respect of both the periods and were 
received in batches spread over from September. 1965 to July, 1967. 
thus affecting tne training and production programme of the Com-
pany. The above delays resulted not only in production hold-ups 

'but also in 'increased payment of escalation charges on the follow-
ing BTM supplies as indicated below:-

Year Value of impone:i Componenh 
(in Rs.) 

Percentage of es calation 
chargesC*) 

---,-_ .... ---, _._-- --' --.---- ----
117 . 73 in April, 1965 to 
127 '96 in March, IQ66. 

128, 16 in April. 1966 to 
143 '07 in March, 196", 

'967-68 22,89,228 141 '77 in April, 196' to 
159 '45 in March, 1968. 

-.. --..... --.--.-------
(ill) In the following cases, delays on the part of the Com,pany 

were noticed in 'provisionJng of machines required from sources 
other than BTM:-

Particulars -of 
machines 

I. Automatic 
Plat! r g Plant 

2. Power Shear 

3. Viker's 
Pressbrake 

4. 200 Ton Press 

Date by which re- Date of or,'erir g Date of receipt 
quired in the 

factory 
----,- ----.---------,----- --'. 

January, 1965 

Dei. 

Do. 

July, 1965 

February, 1965 

December, 19641 
March, 1965 

November, 1964 

December, 1964 

July, 1966 

June, 1966 

September, 1966 

December, 1965 
------ ---- --------------------

?) ,.; t 

" The ComPElD¥ baa stated ·that, I altholJ8b. ·action was initiated to 
June, 19&4. but as· many . quotations lor varioua type$of eqUipment 
bad to be obtained and the ,e~tansiv. _hnical data and suitability 
---;,,;,----'---- ----,. -----------------

-Based on BTM priC'!s prevailing in December, 1963 (100). 
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of the machines for use had to be considered, orders could not be" 
processed earlier. 

3.57 The Committee drew the attention of the Management of 
ITI to the fact that there were delays on various accounts in the 
execution of the project and that the Company was not in a position 
to indicate the actual dates of receipt of production and engineering 
inf':>nnation vis-a-vis the schedule dates and enquired why penalty 
clause was not included in the agreement. The Committee also en-
quired the reasons for the delay of 8 months in finalisation of speci-
fications and designs of exchanges by P&T Department which con-
sequently caused delay in the supply of equipment according to the 
Collaborators. The Management of ITI stated in a written reply 
as follows:-

"It is true that the finalisation of facility schedule [specifica-
tions of the exchanges by P&T took some time, and con-
sequently there was delay in finalisation of the specifi-
cation etc., by BTM. There was no provision in the 
collaboration agreement for delayed supply of specifica-
tions, know-how etc." 

Asked why PERT Technique was not observed in the implemen-
tation of the Project, the management stated that PERT Technique 
did not specifically cover know-how delivery schedule since this 
aspect had been fully covered in the GANT Chart enclosed to the 
agreement. Regarding increased payment of escalation charges the 
Company stated that the question did not arise from December, 
1966 since supplies were made with fixed escalation charges deter-
mined with reference to the date of placement of the order. 

3.58 Commenting on delay in receipt of know-how, the Secre-
tary of the Ministry of Communications stated during evidence: 

" ....... I do not think there was any serious delay in receiv-
ing this know-how for the major part of the equipment 
particularly for the large exchanges. In the case of smal-
ler exchanges, the know-how came very late but that 
really did not affect our production." 

2.59. The Committee fan to understand how the LT.I. manage-
ment and the Goverameat could .a.are hnplem .... tion of the 
agnement and that of tbe Pl'Ojeet a. per schedule In the a_nee or 
any reeord .. i .... alDtalned te hulieale nell the actual dates of 
the receipt of know-bow etc. The Committee are also surprised as· 
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to Iaow the Manqement could state that the manufacturiq bow-
he. had been receiveci in time, by and larle in the absence of the re-
co,.d. The Committee empbasise the need for keepine a complete 
record of receipt of all types of know-how including production and 
enlineerine information vis-a-vis the scheduled dates to enable the 
Management and the Government to keep a close watch 50 that it 
can be ensured tbat the provisions of tbe agreement and the project 
are implemented as per schedule. 

Tbe Committee have already commented on the defective agree-
ment with BTM in not having induded a penalty clause in the 
agreement. 

H. Manpower Analysis 

3.60 The BTM-ITI agreement estimated a manpower require-
ments of 1,339 for I,OO,O:)() lines productiO'n [A- (iv) of Agreement]. 
As against this, the Project Report envisa~ the staff requirement 
of 15 officers and 1,235 operative and indirect staff on achieving 100 
per cent efficiency, exclusive of staff posted in the small Crossbar 
cells in such departments as Engineering, Methods and Tool Design, 
Industrial engineering Training establishment, etc. The higher 
staff requirement as per BTM-ITI agreement is explained by the 
fact that at the time of preparing the Project Report it was visua-
lised that the factory would achieve. 10 to 20 per cent greater effi-
ciency over the standard time under incentive conditions. 

The staff strength at the end of six years from 1967 to 1972 and 
the actual production achieved is indicated in the table below:-
--.----- .------- _._-----_.-

Strength Employt'd 
As on Actual PrOduction 

Officers Others TOlal 

31-3-1967 13 621 634 22,000 linea 
(33,000 lines) @ 

3 I -3- 1968 18 978 996 35,000 " (5 2 ,500 .. )@ 
31-3-1969 21 1064 1085. 35,000 " (52,500 " )® 
31-3- 1970 22 1145 1167··' 52.S00 .. 
31-3-1971 :zS 1274 130:z-- 6~,ooo .. 
31-3- 197:Z 31 1401 1432·· 110,000 .. ------_._-

@It.epreacnu production on reviled pattern. 

-P..xcluding 5 Oflio:-rs and f'S other 8taff employed in the Metl-.ods, Tool D"ign 
.and Tool Room. 

"Exc\udingOftlcersand staff of Metho:ls. Tool DesiJII. Tool R.ooman:l Industria. 
Engineering Depp.rtm(r.t. 
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The direct operative sta1l' employed in manufacture, assembly 
:and inspection as em 31st March, 1969 and the efficiency achieved 
are indicated below:-

Manufacture 

Assembly 

Inspection 

No. of op~rativ(' staft' Efficiency achieved 

340 

406 

160 

50% 

75% 

75% 

The Management have stated (January, 1970) that the industrial 
'Engineering Department has already taken up assessment of man-
power as would be required on 100 per cent efficiency. 

On the basis of 100 per cent efficiency and allowing for the extra 
·efforts needed on P&T ordering pattern, the requirement of staff at 
the level of production efficiency worked out to 771. As, however, 
the efficiency of operative staff was less as indicated above, about 311 
additional people were required to be employed. 

The direct operative staff employed in manufacture, assembly 
and inspection as on 31st March, 1970, 1971 and 1972 is indicated 
below:-
------

31-3-70 31-3-71 31-3-72 '\ 

Manufacture 380(54) 4 J9(78) 419(78) l The figures in bra-
ckets show indirect 

Assembly 499(35) 51 5(35) 537(37) I staff out of total. 

Inspection 164 199 
I 

250 ) 

The staff strength referred to above is not more than the number 
assessed by Industrial Engineering Department for the year 1972-
'73. ~~. Il 

3.61 Asked whether the expected level of efficiency of the opera-
tive staff had Deen attained after employing 811 additional hands. 
'The Management of the Company stated in a written reply that the 
expected level of efficiency in the crossbar unit had not yet been 
attained. This was due to changesimodificationsin designs. to some. 
-extent. There had also been occasional fall in efficiency due to de-
1ay in implementation of job Evaluation Committee's recommenda-
tions for up gradation of posts and for issue of inter-divisional pro-
:motions.; . !~ 
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In regard to the efficiency achieved in manufacture and assembJy 
·of the Crossbar Division in 1969-70, 1970-71 and 1971-72 by the Com-
pany is stated to be as follows:-

Crossbar ass.!mhly Pi!!c.: part~ manu-

September, 1969--~arch, 1970 

April, 19ic--~arch. 197' 

April: 197'--F.:bruary, '''72 

------- ---------- -------

facture qcluling 
iron work 

fJ! (1/ 
/u ..:V 

--------
362. The Secretary of the Ministry of Communications stated 

during evidence that the operative staff in Crossbar had reached 68 
per cent level of efficiency whereas in the rest of the factory the 
efficiency was of the order of 92 to 93 per cent. 

3.63. The Committee find that against the staff require-
ment of 15 officers and 1235 operative and indirect staff on achieving 
100 per cent efficiency envisaged in the Project Report for produc-
tion of 100,000 lines, the Company has on 31-3-1972 a strength of 
31 officers and 1401 operative and indirect staff whereas the produc-
tion was only of the order of 80,000 lines. Although the Commit-
tee were informed that the present strength is not more than the 
strength assessed by the Industrial Engineering Department the 
Cml'lrnittee are inclined to feel that the staff stren&th is much in 
. excess of the requirements especially when the production has not 
reached 100 per cent level. The Committee are concemed that the 
Company could not attain the expected level of efficiency in the 
Assembly and Manufacturing- Divisions of the Crossbar Unit 
whereas the percentage of efficiency is only of the order of 60.87 
and 50.72 in 1971-72. The Committee strongly, reeommend that 
ManagementlGovernment should go into the rea lions Fe!lponsible fl)r 
low achievement of the required level of efficiency and should take 
suitable remedial measures to improve the efReiency and attain 
maximum production. The Committee also recommend thAt em-
ployment of staff should be IItrlctly regulated to the Deeds of pro-
duction and production pattern to avoid over-staffing at any stage. 

3.64. The Committee have been repeatedly coming across In-
stan res where staff oftl~ers and others grossly In excess of require-
ment as envisared in the detailed project report etc .. are employed. 
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What distresses tile Committee most is that even when the re-
quisite level of produetion or even a substantial portion thereof bas 
Dot been reached, the officers and staB employed usually is far ill 
excess of what would be even re'luired for achieving 100 per cent 
lever. ::;" production. 

This is indieative of the laxity with which the appointments of 
staff are made in the beginning which militates against disciplined 
hard work and thereby vitiate the atmosphet'e in P..plic Under-
takr:gs for achieving optimum production results. The Committee 
would like Government at the highest level to analyse in detail 
the reasons for recurrence of such lapses and lay down euidelines 
to obviate their recurrence. The Committee would like Govern-
ment to holci that Chief Executives squarely responsible for Rny 
!'Iuch lapse in future so that production discipline is maintained all 
along the line. 

I. Profitability 

3.65. The Project Report envisaged a sales realisation per line· 
of Rs. 645 during 1965-66 to 1967-68 and Rs. 545 during 1968-69. 
Similarly, a profit of Rs. 60 per line was envisaged during 1965-66 to 
1967-68 and that of Rs. 50 in 1008-69. According to the Company, a 
valid comparison of the actual performance with the data -given in 
the Project Report was not possible mainly because 'Of the following 
factors:-

(a) The Project Report cost did not take into account the 
manufacture and supply of several items of non contract 
equipment and also the supply of larger quantity of cost-
ly common control equipment as a result of change in the' 
product pattern. -(b) There was considerable additional engilleering scheduling-
and production effort consequent on the chanp:e of the' 
production pattern which was DOt refiected in the Pro· 
ject Report cost. 

(c) The Project Report data was based on~

(i) Stability of production; 

(if) 100 per cent efficiency of labour and overheads; and 

(iii) 50 per cent. indigenous substitution of material. 

(d) The effect of devaluation was not r~ected' iil the Pt~ 
jeet Report cost. 
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After taking into account the factors at (c) and (d) above, the 
,Company has evaluated the cost of manufacture, selling price and 
profit per line as given in. the Project Report as follows:-

Manufacturing cost per line on Jorbllgh 
pattern 

S !lling price per line on Jorbagh pSt~ 

Profit per line 

Rs. 

1,217 

IIO 

-------------------------

1968-69 

Rs. 

734 

S7S 

79 

----------
Similarly, to make the da.ta comparable, the Company has ad-

justed the actual sales realisation by eliminating the value of com-
plete requirement of period 1 exchanges which were imported, yalue 

. of replacement supplies, other items of exchange equipment not 
covered by the 'Contract equipment' etc. and has worked out sell-
ing price and profit per line as follows:-

1965-66 to 1967-68 1968-69 

Rs. Rs. 
Sales relations per line U43 '00 864' 30 

Profit per line 113'00 78'20 

According to the Company the sales realisa.tion and profit per 
lire compare favourably with the norm prescribed in the Project 
Report. 

It may be mentioned, in this connection that as against the effi-
ciency of 100 per cent envisaged in the Project Report, the effi-
ciency adopted by the Company for the purpOSe of evaluating labour 

. cost was 35 per cent. during the period 1965-66 to 1967-68 and 50 per 
cent. during 1968-69. Had the efficiency of labour been 100 per 
cent as envisaged in the Project Report, the sales realisation and 

- profit per line would have been as follows:-
-----------------_._-- ---_ .. _------

1965-66 to 1967-68 

Rs. 

Sales realisatioft per line 883' 30 

__ Profit per Iioc 80' 30 

Rs. 

65"00 

S9'30 ---_. - - --. - ----- .. --.-.. - ------------ -----
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The effect of lower efficiency has therefore, been that the Com-
.pany recC1Vered Rs. 1,243 per line during 1965-66 to 1967-68 and 
Rs. 864.20 per line in 1968-69 as against Rs. 883.30 per line recover-
able during 1965-66 to 1967-68 and Rs. 651 per line in 1968-69 on 
lOG per cent efficiency. On this basis, the Company recovered 
a additional cost of Rs. 312.03 lakhs on the supply of 74,500 lines 
on actual ordering basis (equivalent to 1,12,000 lines of Jorbagh 
pattern basis during 1965-66 to 1968-69 over and a.bove the level 
contemplated in the Project Report as evaluated. Similarly, because' 
of this higher cost, the Company realised a profit of Rs. 28.13 lakhs 
on the above supply over and above the profit contemplated in the 
Project Report as evaluated. 

The Ministry have stated (June, 1970) tha.t the lower efficiency 
was due to delay in commencement and interruption of training pro-
grammes on account of the following factors:-

(i) Delay in receipt of engineering manufacturing and test-
ing know-how. 

(ii) Delay in the supply of semi-equipped assemblies and piece 
parts by BTM. Supplies were irregular and unbalanced. 

(iii) Delay in the supply of testing equipment by the three 
periods (18 months). 

(iv) Delay in ordering and receipt of machines (including 
replacement of supplies impounded by Pakistan). 

(v) Delay in the erection of imported machines which were 
damaged in transit. 

(vi) Vital deficiencies in machine capacity in respect of certain 
components. 

(vii) Non-availability of suffiCient tools in many cases effect-
ing continuity of production of piece parts. 

3.66. The Committee enquired about the sales realisation and 
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profit per line during the years 1969-70 to 1971-72 and how these' 
compared with the norm prescribed in the Project Report as evaluat-
ed on the basis of actual efficiency and 100 per cent efficiency as 
envisaged in the Project Report. The Management of the Company 
stated that:-

"During the years 1969-70, 1970-71 and 1971-72 production of 
Crossbar exchanges was executed in the form of specific 
equipment for the different exchanges ordered by P&T. 
As and when the equipments Were rea.dy, they were' 
despatched and billed for. The total sale value of sup-
plies made during the 3 years amounted to Rs. 16.7 cron~'S 
The sale value included 10 per cent profit margin. The 
cost per line was established only fJr budgetary purposes. 
Neither the despatches nor the billing was done on the 
basis of cost per line. The comparison of the cost per line 
with the cost per line as envisaged in the origina~ Pro-
ject Report is given below:-

Rs. 

--.---..•. --.--'------.. ------ ---_ .... ,.- ---

Original Project Report 

Rs. 

450 

... 

1965-66 to 
1967-68 

Rs. 

923 

Actual 

Rs. 

The original Project Report did not take into account the increase 
in cost due to devaluation, escalation in prices as per the agree-
ment. increases in statutory (import) duties, and other in-
creases in costs. Apart from this fact, the cost per line itself does 
not give a reliable index of the cost of production Isale since the 
cost of productionlsale of individual exchanges vary from one ano-
ther depending upon the size of the exchange, location of the ex-
change, the facilities provided and other factorS. It has been found' 
that the computation of costs on the basis of the lines will not 
therefore, yield any reliable datlt. 
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In respect of exchanges supplied during the years 1969-70 and 
-°1970-71 according to management the cost worked out as follows:-

~Trivan'~urm Exchange (other than districts) . 

Jodhpur Exchang: (Single Exchange) 

Janpath Exchange I (Exchange in district) 

Janpath Exchar.ge II (Exchange in 
district)· . . • 

Average cost per line 

, C'lankayapuri Auto Exc,ang~ . 

'SfBlgh BaZlr II Cllcutta 

fOountain Bombay . 

Belgaum Auto Exchange 

A verage co~t p"r line 

--------------

No. of lines 

3000 

4000 

2000 

3000 

19:-0-; I 

4000 

3000 

3000 

30 00 

Cost per line 
without Power 
Plant 

Rs. 

1,190 

830 

2,242 

2,153 

1,603 

2,603 

1,765 

3,605 

1,335 

2.327 

---------------- ------
3.67. The Ma.nagement stated that a comparison made of the 

selling prices (even on the basis of the cost 'per line) to P&T with 
the recent prices quoted by BHM directly to P&T revealed that the 
Company's costs were lower by about 50 per cent. Selling prices 
were thus found to be lower than the quotations from other foreign 

, suppliers. 

When asked about the additional cost and profit recovered by 
the Company as a result of lower efficiency it was stated that in 
view of the efficiency having gone up from year to year, and as 

, standard costs were built up on the basis of the efficiency achieved 
during the previous year for subsequent year's production, there 
had been no case of recovery of additional cost or profit. The effect 
of efficiency variance had been duly reflected in the annual bulk 
;.adjustments which were credited back to the P&T from year to year. 

3.68. In regard to the labour efficiency the Management stated. 
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that it was assumed at 40 per cent for 1965-66, 1966-67 and part of 
-1967-68 and thereafter the efficiency was assumed at 50 per cent. 
Trends of efficiency were studied by technical depa.rtments and on 
the basis of such study, the revised efficiency figures were adopted. 
The 50 per cent efficiency adopted was, also fixed on this basis. The 
Management further stated that though the efficiency in the Cross-
bar .lhvision had been progressively going up, it had not been 
possIbw to achieve 100 per 'cent efficiency so fal'. 

3.69. t:.he Committee note that because of the pricing formula 
,.dopted by the Company for calculating the selling price on the 
baiis of a lower labour efficiency of 35 per cent during 1965·66 
\.0 1967-68 and 50 p~r cent in 1968·69, the Company has fixed the 
selling price at Rs. 1243 per line during 1965-66 to 1967-68 and at 
Rs. 864.20 per line during 1968·69 as' against the estimated evaluRt-
ed rates of Rs. 883.30 and Rs. 651.00 during the corresponding 
periods. Consequently, the Company has recovered from the 
P.&T., Rs. 312.03 lakhs more than what it should for the sup-
plies made to it during the period from 1965-66 to 1968-69. The 
Committee were informed that from 1969-70, production of CI'OSS· 

bar exchanges was executed in the form of equipments and charKed 
as such. Even so, the average cost per line has been worked out as 
Rs. 1603 durina' 1969·70 and Rs, 2327 during 1970·71 which are agalD 
very much higher than the estimated cost as evaluated. The Com-
mittee are inclined to feel that if in spite of low efficiency and low 
utilisation of capacity, the company is making profits, it is mainly 
because of the fixation of selling prices at much higher rates than 
what they should be, under the procedure now followed by the 

'Company and recovery of additional costs from its main consumer 
P. & T., the figures of profit shown by the Company are not tme 
index of its efficiency. The Committee regret to observe that while 
this pricing procedure bas enabled the Company to present a better 
financial picture, it has really proved to be an extra burden on the 
exchequer. 

The Committee would, therefore, stress that merely judging from 
these higher profits the Company should not develop a sense of 
complacency and take undue advantage of their monopolistic posi-
tion. The Committee recommend that aim of the company should 
be to Inanufacture tneir products at mosl economic costs by tn-
creasing their labour efficiency and maximising production and 
thereby supply the vital equipments at reasonable rates. 

'391 LS-5. 



IV 
LABOUR UTl'Ll8ATIOK 

4.1. The table below indicates the tetel lebou holll'S booked ~ 
the loss of hours byway of idle time due to various causes durine 
the last five years ending 31st March, 1972:-

('i~-ln hcJUti) 
"" 'r .. .. ~ 

~-68 19d8--69 1969-70' '9.,..1"; If'tl-n· 
,. , ... 

Total 1:1odhd ttouR 1,14.49..401 I, i 2,45,900 1.30,94,764 1.22,16,359 1..t2198;400 

Idle ti_lor 
(a) Lack of mltcr~ 91,991 1,96.366 1;91j806 1;$6J$.+t 6!,i41, 

(b) Powet rdlutl; 18, .. ~ 19,n! 8..452 4.S18 14;903 

(c) Machine under 
repllr 3jlS2 2.976 3,769 3,451 3.229 

(d) MisceUan:eou8 63,9Ro 74,900 71 ,468 79,376 78,271 

Total hours lost 1.77,543 2,93.360 2,81>495 2..49,893 1.59,550 . 
Percenta~e of total 

hours OSt to tdt'al 
boo_d hOUlS. I'S5 2,60 2' IS 1'99 1'12 

,---
(Miscellaneous idle time includes granted time and additional 

time. Total time paid for is not being worked out by the Com-
pany. At the instance of Audit. the Management have undertaken 
to reintroduce the system of reconciliation of the time paid with 
the time booked.> 

The Project-wise value of the idle time during the years from 
1967-68 to 1971-72 is given below:-

(Rs. in lakhs) 

1967-68 1968-69 1969-70 1970-71 1'71-72 

Me 0,88 1'29 0' 58 O'Sf o'9~ 

Transtllis.ion o'3{; 0' 39 0' S4 0'43 0' 2(> 

Crossbar l'II 2,06 2'02 2'21 0'92 --- .......----.. -'-
2'35 3'74 3' 14 3' 19 2'04-

58 
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It islseen tliat dllriilg the year 1969-70 out of total 130,94,761 

bOOked houra l,fj7,806 were lost due to lack of material and com-
pOii~ti alone. This according to Cha4'man, ITI, was a major 
diftlculty which resulted in idle hours. He stated that the loss could 
not however, be regarded as unduiy high. He contended that the 
idle time should be eonlidered as negligible .sa it was of the order 
of just 2 per cent. in Im-71 attd 1.12 per cent in 1971-72. 

4.2. In reply to a specific question whether the lois OCcurred dUe 
to shortage or lack of raw ltlaterial., the Chairman of the C!'!cnnpany 
explaining the difficulty regarding shortage of material stated as 
f01'lGw*: ---: 

"ITI is still not lisUKl on a prlbrity induitry in .pitl! of the 
feet that we are engaged ml production of one of the most 
Importartt infrastruttat4! items of ~uipment in thia 
eountry atid for simple items like steel sectionS we have-
to be continuously struggling and we get it in sm.Uer 
quantity whkh will not be enough even for a part of our 
optimum produetion. But as far all m, is concerned, 
particularly if steel sections and sheets aTe given in sufft-
cient quantity it will go a long way in solving the pro-
blems of material shortage." 

The Committee were also informed that shortage of raw mate-
rials and purchased components occurred on account of the diffi-
culties experienced in their procurement with delay in oHtaining 
import licences and also due to supplies from indigenous sources 
of components being unsatisfactory. 

4.3. During evidence the Committee pointed out that the Inter-
national Bank for Reconstruction and Development, Washington 
had suggested the followil1g procedures to be adopted for urgent 
purchase of· components, tools etc. in their letter dated the 24th 
December, 1970 addressed to the department of P & T:-

(a) "The creation of buffer stocks representing three to six 
months' supply of strategic materials and components for 
crossbar production. This should obviate production 
holdups due to unforeseen rejection or non-delivery of 
key mlfterial items". 

(b) CIA streamling of Government procedures to fadUtate 
urgent purchases of relatively small quantities of mate-
rials, components or production tools. In discussion with 
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the Director General, Technical Development and . a 
Finance Ministry representative it was agreed that an 
advance import licence covering a' general list of mate-. 
rialS'could be authotisedagainst which limited ernergen~y 
purchases could be made." 

The Committee enquired as to what action was taken in . this 
respect. The Chairman of the Company stated in reply that they 
had asked the Administrative Staff College, Hyderabad to conduct 
a detailed study. They had brought out· a report on this subject 
and that it wa", being examined for implementation. ' .' . 

4.4. The Committee find that the percentage of total hours lost 
to total booked hours was 2.6 per cent in 1968-69, 2.15 per cent in 
1969-70 which decreased to 1.99 per cent in 1970·71 and to 1.12 per 
cent in 1971·72. Although the Management considered this percen-
tage as not unduly high, the Committee note that the loss has 
'heen mostly on account of lack of raw materials. As' mentioned in 
the Chapter regarding "Materi Management", the Secretary of the 
Ministry of Communi.c:ations conceded during evidence that in-
ventory in ITI was very hi~h. The Comnuttee are surprised that 
while on the one hand ITI are carrying exessive inventories, OD 
the othp.t' labour remains idle for want of materials. 

ThP t;ommittee were, however, informed that in spite of the fact 
that ITI were engaged in production of one of the most important 
infrastructure items of equipment in this country, they are not 
listed by Government as a priority industry with the result that 
the production of the Company suffers. The Committee feel that 
ITI being the major industry meeting the increasing demands of 
telephones and transmission equipments in the country should Dot 
be made to suffer on a~count of shortAge of basic items of raw 
materials like steel secti'lns and steel sheets. The Committee, there-
fore, recommend that the Government should make a correct as-
sessment of the requirements of ITI for steel sections and Idee) 
sheets and treat them on high priority basis so that the Company 
has not to sulfer on ac<'ount of shortage or lack of essential raW 
materials and consequently the labour remaininK' idle. 

4.5. The Committee would like Management to review the mat~ 
ter in the light of the study made by the Administrative Staff Col. 
lege, Hyderabad and the sugl!estions made by the study team of 
International and evolve a suitable system of store purchase Rnd 
eqntrol so that production in IT! does not suffer at any time for 
lack of materials. 
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: MACHINE UTILISATION 

5.1. There are in operation with the Company abOut 3046 
machines spread over 35 shops. The machine utilisation .cards are, 
however, maintained only in respect of the Auto Shop (about 125 
machines) in the MAX Division. The utilisation of the machinery 
in this shop and the causes and extent of non-utilisation during the 
last five years are analysed below: - . 

1964-65 1965-66 1966-67 1967-68 I 968-6!r 

2 3 4 5 6 

Total hours available 3,04,219 3,S9,076 3,304,OS04 4,08,035 04,S0,938 

Actual hours utilised 2.45,729 2,87,4°7 2,57,473 3,09,511 3.U .,S' 

Percentage of hours 
utilised to available 

hours. 80'77 80'04 77'08 ",8, 69·09 
Percentage of non-

utilisation due to 
various factors-

(i) Machine repair 10'40 10'00 10' 10 10'040 ,·8S 

(ii) Waiting for 
tools and me-
thods. I' 90 2'00 2'40 3'22 6'65 

(iii) No operator 
8'35 (Absenteeism) 4'80 6'30 7'30 9'93 

(iv) Miscellaneous 
(including power 
failure and lack 
of materials) 2' 13 1·66 3' 12 2' 18 5'49· 

*rc in.iicltes p~r:e'1tJge &gJins: mis:ellaneous (including power fdlure) Agdn.t no 
material the percentage for the year 1969-70 was 8.31. 

5.2.Machine utilisation particulars are also compiled for groups 
of general purpose machine in respect of five other shops in the 
MAX Division which work on individual incentive schemes but the 
reasons for non-utilisation are, however, not analysed in the absence 
of maehine. utilisation cards. The extent of utilisation in respect 
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NOTB : Eltcept in the ~se of Mouldin,r shop which works on three shifts. J1lIChine 
:utilisation indicated above is on two shift basIs. 

Machine utilisation particulars are not compiled in respect of the 
remaining shops of the MAX Division and ihe 'whole of the Trans-
mission Division as they are sta.ted to be on group incentive 
Bcheme. 

5.3. The Management have stated (January 1969) that "it is 
difficult to achieve full machine utilisation in view of large amount 
-of product-mix, the continuous changes in the pattern of produc-
tion and other difficulties with regard to procurement of materials, 
·etc. from ttme to time. 'I'his industry is labour intensive and full 
utilisation of labour is of greater importance than machine utilisa-
tion". They have, oowever, agreed (December, 1969) to maintain 
machine utilisation cards in the various shops on the model of the 
Auto Shop. It has been further stated (February, 1970) as fol-
10ws:-

, ,,, 

(a) Out of 1889 machines in use for production purposes, only 
603 znacbines east overRs. 20,000 and machine utilisation 
~ds for these machines are now being maintained. The 
remaining 1,157 machines consist of 751 machines in 
~intellaacel&efVf,eedepaTtments aad 408 small items. 

(b) SboItaIe of raw mailertals, Ute of sub-standard material, 
nem-availability of standard tools and absenteeism in the 



second shift have contribut~9 to .. brinS. down the utilisa-
tion . of machines. . . . . . 

(c) M;:Qority of the machines are more than 10 years old, 
with the result that their performance cannot be con-
sidered to the optimum level. 

The particulars of utilisation of the machinery in th·e Auto· Shops· 
of the MAX Division during period 1969-76 to 1971-72 . are as· rol-· 
lows:-

Machine Hoursavailahle 

Machine Hours utilised . 

Machine utilisation percentage 
Idle Time Analysis 

No. material . 
Machine breakdown . . 
Waiting for tools and methods, 
No operator . 
Miscellaneous 

1969-70 
A 

4,45,921 

3,01,591 

66, 30% 

Hours 

85,846 
93,169 
42>435 

166,137 
S8,S30 

A. Pertains to Auto shop of MAX Division 

July 1970 to March 1971 
B 

14,85,841 
Hours 

10>40,067 
Hours 

70% 
Percenfoge of availoble hours 

1969-70 

8'31 
8'01 
7'43 
7'82 
2' 13 

July, 70 to 
March, 71. 

B. Pertain to machine ;osting Rs. 20,000 and above in an the shops. 

1971-72 
B 

2:>,31,817 
HOUri 

14,08,066 
Hours 
69' 30% 

1971-72 ' 

S' 32 
5'35 
3'43 

12' 30 
4' 30 

Machine utilisation cards were introduced in July, 1970 for alL 
machines costing over Rs. 20,000. 

5.4. During the evidence, the Chairman of the Company stated' 
that the company was maintaining machine utilisation cards since 
July, 1970 for all the important machines numbering 471 costing' 
over Rs. 20.000. 

The Chairman of the Company also conceded that before July, 
1970 there was really 00 systematic method by which they could' 
watch the extent of utilisation of the machines. 

He added that ".... there are a la.rge number of machines· 
which have to be worked only for a short period. For 
example, there is a specific tool making machine. We 
may utilise it for just a few h<rurs. They are not regular· 
production machines. Where we have got a large num-
ber of machines, there we have to keep some machines· 
as stand by for the utilisation of about 70 per cent. capa-
city. considering this factor, of course, that there will be' 
occasions when ~re will be shortage of material ·as well 
as break-down which are inescapable. So this is a very· 
good u tilisa tion" 
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In a written reply after evidence, the company stated that the· 
machine utilisation for 1971-72. was 69.3 per cent. 

"It is our experience thllt absenteeism is high during t.he-
secorui shift working. The per centage of absenteeism in 
the first and second shifts for the period 1964-65 to 1971-72 
to indicate the utilisation of available hours in the first 
and second shifts is not maintained." 

As regards steps taken to overcome shortage of materials, use of 
sub-standard materials and non-aVailability of tools which had 
brought down the utilisation of machine, it was stated that special_ 
steps were being taken to improve supply of raw materials, com-
ponents, tools etc. taking into account also the need for indigenisa-
tion. 

5.5. The Committee are unable to appreciate why prior to July 
1970, out of 3046 machines spread over 35 shops, machine utili.a-
tion cards were maintained only in respect of 126 machines in the 
Auto Shop of MAX Division. The Committee note that since 
July, 1970, records of machine utilisation are being kept in respe«.'t· 
of machines which cost Rs. 20,GlOO in value and more. The Com· 
mittee would like that the record of machine utilisation should be· 
scrutinised in detail in order to identify the reasons for less than 
fuD utilisation and take effective measures like arranging timely· 
supply of spares and materials, servicing of machines and mainte-
nance and standardisation of product mix to get the best results. 

5.6. As regards the machines for which machine utilisation card.: 
are not being kept at present the Committee would suggest that 
an overall review should be made from time to time--once a year- . 
to make sure that these machines are really needed and to derive 
necessary guidelines to see that investment is not made in machines 
which would not be put to use. 

5.7. One of the reasons given for decrease in percentage of utilisa-
tion of machinery in 1971·72 as compared to 1967·68 is that the per-
centage of absenteeism has risen to 12.3 ~r cent in 1971·72 from 
8.35 per cent in L967-68. The Committee ar; not able to appreciate 
the reply of the undertaking that they have not worked out the· 
percentage of absenteeism in the first and second shifts though they 
have a feeling- tbat the percentage of absenteeism in the second shifs 
is on the high side. The Committee would like the undertaking to 
analyse the matter in detail and take effective action to see that 
the percentage of absenteeism is reduced. The Committee need 
hardly &tress that effective action should be ta~en to see that pro-
duction and utilisation ·of machines do not suffer on this account 



VI 
SAT.&E) ~ERf:PlW~~ mCLlJDING BXPORTS 

A, Shortfall ill .aI., 
6,1. The table Pelow indicates the value of sale. as budgeted 

.and the sales effected by the Company for the last $c years:-

(Ra. in lakha) 

a,.t .... JlUgttad 'aevised Actual Shortfall u compared with 
sales b~d ~ 

sales BUdgeted Revised 
s.let Bu;r.etecl 

s es 
1 2 3 4 6 6 

1966-67 

(i) P&T 1346'90 1.p6'qo 1274'47 (-)72 '43 (-)I~t· 53 

(M) NonP~T 2305'10 174'00 214'38 (-)20'72 (+ )40' 38 

(iii) Export 80'00 60'00 81' 17 (+)1'17 (+ )21' 17 
-.-----------

TOTAL 1662'00 1660'00 1570'02 (-)91'98 (-)89'98 
--------_._--. -- ._--
.1967-68 

(i) P&T 2204' II 1856'23 171 4'22 (-)489'89 (-)142'01 

(u) Non·P&T ~1'19 249' 304 231'40 (-)9'79 (-)17'94 

(ill) Export 77'21 63'65 !II' 36 (-)25'85 (-)12'29 

TOTAL 2522'5 1 2169'22 1996'98 (-)52 5' 53 (-)172'24 

---------- "------
r,u"'9 

(i) P&T 2148">87 1666'!I? 1673'105 (-}475'72 (+)6'16 

(i.i) Nonf~T US'71 3S?'n 9aJ'" (-)23'18 (-)31,,2 

(iii) Bsport 63'73 10'30 72'31 (+)8'58 (-)7'99 

...-
TOTA}. ~I'3f 2104""'" ~"" <-)eo'3a E-)JI"JJ 
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~ -------------------------------------------
J 

~ 
(i) P&T 

(jj) Non P& T 

(~) ~ 

TOT6L 

1970-71 
(1) P&T 

(ll) NpnP& T 

(iii) Export 

TOTAL 

1971-7~ 

(i) P&T 

(ii) NonP&T 

(iii) Bxport 

TOTAL 

, 3 

:a3~'OO 1705"° 

341'30 z69',o 

Igo'CO S'O'OO 

21~o'30 zo65'oo 

I96Z'OO 196Z'70 

313'00 ,63'55 
100'00 ,0'00 

237S'00 237S'ZS 

2210'00 222Z'OO 

340'00 54S'91 

100'00 SO' 00 

2650'00 2817',00 

• , " 
1626'10 (-)6Iz'9O (-)79'040 

378'98 {+)37'68 (+)109'41 .,,1 {-)IO'oo {-)o'Z9 

:t094'79 (-)65S'SI {+ )z9°79 

IHO'80 (-)21'20 (-)zl'90 

'42'60 (+)229-60 (+)180'05 

SO'ZS (-)49'7S (-I- )o'z, 

zS33'6S (+)1,58'6,5 (+)158'40 

2499'6, (+)289'65 (+)277'65 

S79'91 (+)239'91 (+)34'91 

32'08 (-)67'§12 (-)17'92 

31u' 6S (+>461'64 (+ )z94' 6.4 

6.2. It will be seen from above that the Company was not able 
to achieve the overall targets (priginal as well as revised) of sales 
during the 3 years from 1966-67 to 1968-69. The shortfall in actual 
sales ranged from 5,5 per cent to 8 per cent with reference to bud-
geted sales and from 1.6 per cent 1x> 2Q,8 per cent with reference to 
revised budgeted sales and bas been st~ted to be mainly due to non-
achievement of quantitative targets. During 1969-70 overall targets 
in actual sale$ fell short with reference to budgeted sales by above 
a4 ~r cent. 

6.3. The Committee enquired during evidence the reuons for 
~ortfaU in actual sales sa compa.I"ed with both budgetecl and re-
vised budgeted $ales during the years from 1~ to 1969-70. The 
Chairman of the Company stated in reply that they were in a very 
fortunate position as a manufacturer because their customers were 
prepued to ~ everytbDlg wAicb. they cou.W poeaibly manufacture. 
He informed. the Committee that Ihortfal.l in production wu really 
~ in 181et~. M '41ready iDdi_W 8Ill"ll8 the production 
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targets were based on loa per cent efficiency and utilisation of la--
bour and machinery. Explaining the position regarding non-aehie-
vement of targets, the Chairman stated as follows:-

"As far as target is concerned the Management deliberately 
pegs the production targets very high. But, everybody is. 
trying to do as much as possible and year after year there 
have been shortfalls. Of course, now, we have been hav-
ing so much of criticism on this subject that now we are 
trying to become a little more practical in our attitude 
and in the latter years we hav,e been able to produce· 
nearly as much as targetted. But the main reason is that. 
they had set the targets a little too high.". 

6.4. In reply to another query, the Chairman of ITI stated that. 
the demand of the P & T was far too big and that they always tried 
to do as much as possible from the factory. He further informed 
the Committee in this respect that they had a Coordination Com--
mittee which met and discussed the subject very often. The P&T 
he said, always wanted them to do m<n-e. 

The Secretary of the Ministry of Communications while giving-
the reasons for IT! fixing the targets higher than what they could 
reasonably achieve, stated during evidence thus: 

" .... The idea was that once you fix a lower target the shop' 
floor people never try to exceed the target, therefore, ·al-
ways try to pitch high and try to reach that as far as 
possible. It is because of this that the production was al-
ways lower. Last year we told them to flx the target 
which they can reasonably reach. For the last two years, 
we have, therefore, exceeded the target." 

6.5. The Committee note that the overall actual sales fell short 
of both the budgeted and revised budgeted sales during 1966-67 to-
1968-69 but the situation, however, improved from 1969-70 to 1971-
72. The Committee, however. note that the Company has not 
heen fulftlUni its targets for sales to P. & T., during the years 1966-
67 to 1970-71 except for a sma.1l excess over the target revised i~ 
1968-89. 

, As the country depend largely on m for telephone and trans-
mission eqnipment,the Undertaking should leave no stone un-
-tumed to met the requirements of the P.&T. 'l'he Committee 
fuwJ from the approach paper to the Fifth Plan of ITI that the-
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-estimated demand for telephone instruments during the 5th PlaD 
,peri:Jd is 24 lal.h instruments aDd the, backlog during the 4th Piau 
is estimated at 5 lakh instruments. Similarly, the P. & T., have 
planned for instalhdion of microwave equipment over 15,000 route 
Kms., coaxial system on 10,,000 route Kms. and long distance trans- , 
mission equipment over a number of open wirelines. 

The Committee recommend that tne Company siould in con-
sultation with the P. & T., fix realistic targets of sales taking into 
account the demands of P. & T., and ensure that such targets are 
actually achieved and the demands of public met to the maximum 
extent by improving efficiency and stepping up production. 

B. Export Promotion 

6.6. There was shortfall under "Exports" in 1967-68 and 1969-70 
with reference to "Revised budgeted sales". The Division-wise ex-
port (which comprise of components, piece parts and telephone ex-

-changes) performance of the Company during the last 6 years is 
indicated below:-



(R
s.

 in
 tU

bs
) 

T
A

R
G

E
T

S 
AC

ilI
BV

aM
I5

NT
S 

Y
ea

r 
M

A
X

 
Tr

an
sm

is
si

on
 

O
th

er
s 

TO
CI

II 
M

A
X

 
T
~
i
o
a
 

-O
th

en
 

Te
t ..

 

2 
3 

4 
s-

6 
7 

It:
 

~
 

~
 

19
66

-6
7 

N
ot

 a
va

ila
bl

e 
60

°0
0 

7J
07

S 
:
J
!
~
 

.01
1}'

 
19

67
-6

8 
62

°6
S 

1°
00

 
63

°6
5 

j0
05

6.
 

<l
'B

o 
'.l

ot
' 

19
68

-6
9 

So
°3

0 
80

°3
0 

7J
°8

g;
 

o,
.p

 
72

°3
1 

19
69

-7
0 

82
°5

0 
5°

00
 

2°
50

 
90

°0
0 

88
°5

3 
o-

oJ
' 

1°
10

 
1I

p0
'" 

~
 

19
70

-7
1 

23
°0

0 
25

°0
0 

2°
00

 
50

-0
0 

~
8
°
9
3
 

19
..,

4f
: 

1
-.

, 
too

 at
 

19
71

-7
2 

45
-0

0 
3°

00
 

2°
00

 
50

°0
0 

2!
1°

Sz
: 

1
:2

&
 

2°
CW

 
~
-
Q
I
 



71 

~ .. 1rise \!'aloe of ~PMti is tiv~in Appendix VI . 

• 7. '1'be ec...tH en~'" to What 'was' th1! polfey foll6weCf 
by .... ~ tegaNill" apm ... and whether the export waS 
IDMJ. after, n.Mba. tile heMe teqttireifnet1t· speeially that of the 
PlItT, IlaparimIftt. bi a pest ~e wtitten reply, the Manage-
ment laMed' that they ftHd Die export targets with due regard also 
1;& the need ff1t meetingi tfte HOme· ~mands particularly of PitT. It w.. furihet _tat_ tiHtt adeqliate steps were being taken to im-
pirCJVe the e*POrt ploteIitiaI eNste'bt with the need to meet home 
demmaIa tully ana thM the,dportS wE!te mad~ to the limited extent 
feasible. 

Asked about the main reasons responlible for decreue in ex-
parts, the Company explained. in a written reply that:-

''Out of the eqUipment being manufactured by ITt only 
stabilised and standardised manufactured items from 
Strowger switching division and open wire carrier equip-
ment from the transmission Division could be spared for 
exports. Thus the main reasons responsible for the de-
crease in exparts of IT! is the declining demand for 
Strowger type of equipment and Operi Wire Carrier 
EqUipment. Added to this, there are difficulties faced by 
ITI in procuring special raw materials required for ex-
port orders. For example, Telephone Exchange racks or-
deredby Overseas countries specified Nickel-Silver which 
has to be imported whereas our standard is Brass which 
is available in India. 

There has been a further decline of expms during 1971-72 
and orders worth Rs: 32.00 lakhs only could be executed 
and invoiced. A f~w orders on hand could not be executed' 
due to difficulty in procurement of special raw materials, 
dislocations caused in movement of these materials dur-
ing the trouble time in the sub-continent during Novem~ 
bel', 1971 January, 1972 period. However, the order book 
position at the beginning of 1972~73 is quite bright and it 
is hoped that the positi<1n wiJ] be retrieved in 1972-73". 

6.8. The Committee note that there has breeD shel'tfall ia the-
9pOl'b- 1ry the . Compny H C!olllpllNd to the taqets fixed durinl' 
th years 1.7'- to 1"'71. The CODimHtee were inlcwmed that 
export targets ue fhed with due reward to the need fer DHetiaf 
the home demands particularly of P. "'T. The Committee abo 
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;Dote that the value of the Jlroducts exported by the Company has 
,come down frotn Rs. 89.71 lakhs in 196&-70" to Rs .. 3%.08 lakhs in 
1971-72. The Committee were informed ··that main reasons res-
ponsibie for decrease in export is the dec"lining demaDd for strow-
ger type equipment and open wire carrier equip~ent and unleu 
ITI's cross-bar equipment and. Microwave ar.e available for exports, 
ITI will not be able to reverse the trend. The Committee were also 
informed about the difficulties in pr~urement of special raw mate-
rials required f?r export orders. The Conunittee, therefore, feel 
that the targets ,,{or exports have been fixed on a realistic basis 
taking in~o acco~~t all the relevant factors like declining demand 

-()f its products outside, production possibilities etc. 

The Committee, therefore, recontiDend that before fixing the 
targets fOr exports, a proper demand survey of the export market 
'should be undertaken and targets fixed consistent with the home de-
mands for such products. 

'(', 

6.9. The Committee also recommend that Government should 
provide ITI special facilities for procurement of the requisite type 
. of raw materials required for export orders to enable the Company 
-to fulfil its commitments of exports. 

C. Outstanding Orders 

6.10. In respect of the P&T orders, the value of outstanding 
'Orders pertaining to MAX, Transmission and Development Divi-
sions as at the end of March, 1969 was Rs. 11.94 crores, Rs. 5.60 
'crores and Rs. 1.07 crores, respectively. Year-wise break-down of 
'these orders was not maintained till October, 1969. In this con-

nection, the Management have stated (November, 1969) that "We 
have now arranged with computers to obtain details of outstandings. 
This work has cronmenced from 1st October, 1969 and during next 
year, we will have full details of total number of orders outstanding 
execution as also orders ,executed partly and total value for all cus-
tomers." 

The Management of ITI intimated in a post evidence written re-
ply that the estimated value of the 'C1I'ders pending for execution in 
respect of the P&T was Rs. 485.87 lakhs, Rs. 1792.681akhs and Bs. 
3558.58 lakhs as on 31.3.70, 31. 3 .71 and 31. 3.72, respectively. 
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6.12. The Commit~e enquired as to w-by the ,Company did not 
keep any record of the orders receiv.ed from the various customer. 
and other details relating thereto till October, 1969 ,and how con-
trol on the execution of orders was exerCiaed. by them. Giving the 
detailed reasons therefor, the Company stated in a written reply 
as follows:-

"Almost right from the inception, the agreement between IT! 
and the major customer-Posts & Telegraphs Depart .. 
ment was that equipment would be supplied on cost plus 
basis. Till very recently ie. until 1972-73 cost plus basis 
continued. Coupled with this cost plus agreement wu 
the fact that P&T Department through its various units 
spread over in the country placed their orders based on 
installation programme drawn up, without detailed spe-
cifications on an open basis without asking for quotations 
from ITI. After receipt of orders detailed system I station 
engineering are carried out in ITI and manufacturing 
specifications rele,ased progressively lor executing the 
orders. The record of all such orders was not, therefore, 
fe:lsible. The Company has been able to d·(1 this work only 
with a small group for handling and processing the enor-
mous number of orders received from P&T departm€nt 
the number of items as well a:;; the value being very high 
(currently to the tune of Rs. 2,3 crores per annum). Con-
trol was exercised over the execution of orders by const-
ant review of supply programmes for each year mutually 
agreed between ITI and P&T through periodic meetirigs. 

In respect 'of non-P&T customers though a record of orders 
with values, was maintained it was not complete with all 
particulars. 

After the Company installed a Computer in the year 1966 
several operations which could not be attempted before 
on manual basis were taken up by the Computer one by 
one depending on priorities. Computer took up analysis of 
inventories, sales bills, accounts statements, production 
schedules. By the middle of 1969 the details of orders re-
ceived and executed thereby giving the orders outstanding 
was computerised. Th;rugh some of the earlier limitations 
still applied it was possible for the existing man-power to 
utilise the Computer and produce statements of orders 
received, their approxim~te values and to tabulate and 
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present total statements. It was possible for the computer 
to show the execution ot these orders year to year and 
to show the outstandings thereon. The estimate of the 
value of our orders received necessarily is very approxi-
mate since open orders without exact details of the equip-
ments and without corresponding quotations still continue 
to be a feature." 

6.13. In regard to the reasons for such a large number of orders 
outstanding, the Management stated in a written reply that the 
reason for pendency was "the normal cycle time for an order to 
wait its turn, the time taken to be engineered in detail and to be 
taken up for procurement and manufacture ranged between 18-24 
months in case of major orders requiring engineering to be done. 
In case of minor orders for standard equipment, because of the 
fact that orders have to wait for turn for execution the total time 
of waiting ranged from 6.18 months. We have also been requesting 
the major purchasers to place orders well in advance with the full 
understanding that the order would be taken up on forward basis. 
The orders pending are not high considering the yearly supplies 
that are made from ITI". 

6.14. Asked about the action proposed to be taken by IT! to meet 
the outstanding orders, the Management stated that there was a 
need for setting up additional factories as ITl's (Bangalore) capa-
city was not sufficient to meet all orders with the desired delivery 
schedules. Proposa.ls had, therefore, been made from time to time 
and that the second factory fer Transmission equipment had started 
production and thf!' factory for telephone instruments was under 
construction. 

6.15. The Committee desired to knoW' the procedure evolved by 
ITI to take follow up act:on on the execution of orders according to 
delivery schedules and whether the Company had suffered any loss 
as a result of the dela', in exe ution of orders. The Management 
stated in reply as follows:-

"The delivery schedules are promised by the production Con-
trol Department judging'the orders on their hand and the 
manufacturing schedules. However, from time to time, 
due to manufacturing difficulties. or priorities some shift-
ing takes place. In addition, due to foreign exchange 
problems, raw material procurement and production diffi-
culties and revisi·an of manufacturing budgets, delivery 
schedules may not be met. Sales Department brings to 
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the notice of Production and Works Department the likely 
delays to enable corrective actlOn to be taken where p0s-
sible. Where the delays are unavoidable Sales Depart-
ment advises the customers regarding postponement of 
deliveries with reasons thereof. Every week, General Ma-
nager convenes a meeting to review progress on manu-
facturing scheduks and to sort out the difficulties arising 
from time to time. Important cases where deliveries are 
being affected are brought up at this meeting to consider 
the various aspects and take corrective action. The ma-
jor customers being-Indian Posts and Telegraphs Depart-
ment and the Defence Department to make a comprehen-
sive review of deliveries promised and deliveries realised 
periodical high level meetings are held where the position 
is reviewed and necessary steps taken. Since supplies to 
P&T are billed on rates rulir\g at the time of delivery~ 
there would be no loss. For non-P&T supplies, suitable 
provisions are made in the price 15uild up to take care of 
increases in cost upto time of deliery. Consequently,. 
losses due to delayed deliveries d·O' not generally arise." 

In regard to the steps taken to acce]erate the pace of execution 
of orders with reference to actual performance, it was stated by the 
Company that:-

"The reason for long deliveries b~ing the lack of capacity, 
pr:>ject reports had been made for expansion of capacity 
and to establishing new factories. Decentralisation by way 
of divisional organisation in the company had been in-
troduced with effect from 1-6-1972. It is hoped that divi-
sionalisation would speed up procurement and manufac-
turing activities and thereby improve deliveries to some 
extent." 

6.16. The Committee regret to note that the total value of P&T 
orders outstanding as on 31-3-1969 was 18.61 crores and year-wille 
break-up of these orders was not maintained till October, 1969 for 
one reason or other and control over execution of the orders was 
beinJr exercised only through periodical meetinls between P&T and 
m. The Committee also note that the total value of orders outstand-
ing as at the end of 31st March, 1972 was over R&. 59 crores out of 
which the orders of P&T alone amounted to Rs. 35.58 crores and the 
value of outstanding orders has been increasing from 1969.70. 
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The Committee were informed that in respect of nOll-P&T orders, 
though a record of orders with values was maintained, it was not 
complete with full particulars. The Committee are unhappy to find 
that though a computer was installed by the Company in the year 
1966, they did not assign the priority to get the data regarding the 
orders received and those outstanding computerised. The Committee 
are unable to understand how in the absence of vital information the 
management is able to exercise any effective control over the execu-
tion of orders. The Committee recommend that the position should 
be carefully investigated and responsibility for failure to maintain 
proper record of the orders received and executed before October, 
1969 should be fixed. The Committee also recommend that the ITI 
should exercise necessary control to see that the orders are accom-
panied by all the required specifications and other details in order 
to avoid delay later in execution. The Committee were informed 
that long deliveries were due to lack of capacity and steps for de-
<!entralisation have also been taken from June, 1972. The Committee 
were also informed that the normal cycle-time for a major order to 
wait ranges from 18 to 24 months and in the caSe of minor orders 
for standard equipment, the waiting period ranges from 6 to 18 
months. 

The Committee need hardly stress that ITI should endeavour to 
accelerate the pace of production by improving its efficiency and 
proper advance planning for procurement of materials and thus 
reduce the waiting time for the orders to the minimum. 

The Committee hope that with the coming up of the new units 
of the ITI and with improved efficiency and forward planning for 
materials. it should not be difficult for the ITI to clear up the backlog 
of the orders and ensure timely execution of the new orders. 
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COSTING. SYSTEM AND ANALYSIS OF COSTS 

A. Costing System 

7.1. The Company has a standard costing system for the MAX, 
the Transmission and the Crossbar Divisions. The standard costs 
were determined once in two years up to 1966-67 and on a yearly 
basis thereafter in respect of the MAX and the Transmission Divi-
'Sions. As regards the Crossbar Division, the Company had been 
adopting BTM rates as standard costs from the inception of the Pro-
ject and from 1st October, 1969, the Company has established its 
()wnstandard costs in this Division. 

7.2. The standard costs of various products are computed at 
vaTious stages of manufacture, viz., components, sub-assembly and 
assembly culminating in the standard costing of the final products. 
The standard cost-sheets for components give details of (i) direct 
material cost and (ii) direct labour cost and overheads; at subsequent 
stages of manufacture, i.e. manufacture of sub-assemblies a,nd manu-
facturer of complete equipments, the costs reflect the cost of com-
ponents, sub-assemblies and other direct materials drawn for final 
assembly as well as assembly labour and overheads, in accordance 
with the method generally followed in the assembly order cost 
system multiple cost system. The following features of the system 
<ieserve mention:-

"(i) Standard costs are fixed with reference to the layoutsl 
drawings for materials and engineering estimates for 
labour. There, is however, no time-controlled plan for the 
systematic review of existing layouts and operational 
timings required 85 per engineering estimates. Besides, 
the standard costs, over the years, have not reflected the 
actual trends in labour efficiency. The labour effiCiency, 
in arriving at the ltandard costs, has been computed at 
10& per cent. In the cue of MAX Division and between 
50 and 80 per cent ill respect of TralllllliBsion DiviBion. The 
actual, efficiency factor has, in actual practice, however. 
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varied substantially (as will be' evidenced' from the~illU1l
trative cases mentioned in Appendix VII). 

(ii) Even though product-wise standard. costs are compu~ 
productwise actual costs are not compiled with the result 
that no comparison with the standard costs is possible." 

The Management stated in a written reply that in cross-bar tech-
nical estimates are obtained for evaluation of work in progress in 
respect of intermediate production in certain specific departments. 
since production in crossbar division is not yet stabilised. 

7.3. Asked about the total number of layouts during the last three-
years and whether according to the Management ,a time controlled 
plan for systematic review of existing layouts and operation timi'lgB' 
required as per engineering estimates was not necessary, the'Manage-
ment stated that the review of layouts was undertaken only where 
there was a change in process or a change in design or tool or work 
Simplification or substitution of materials. Such changes were. 
however, infrequent and no time-controlled plan -could apply; '1'he-
total number of layouts during the last three years 1969-70 and 1970-
71 and 1971-72 was 59,000, 69,000 and 77,00) respectively. 

In regard to the standard costs being worked on a realistic having 
regard to the actual costs particularly when the ITI could not attaiD 
the required labour effiCiency, the Management explained that the-
standard costs had been worked out with reference to the efficiency 
attained during the previous years duly assessed ,by works and con-
curred with by the P&T Cost Check Unit. The computation of 
standard cost was done with the prior concurrence of the P&T. 
Moreover, the actual percentage of efficiency for MAX and Trans--
mission were made available to F&T before seeking their concur-
rence. 

7.4. The Committee asked whether there- were any difficulties-
in computing product-wise actual costs: It was stated that 

"In the existing pattern of production, components against-
individual shop orders are fabricated and sent to stores 
for subsequent withdrawal. Similarly, sub-assemblies are' 
fabricated against separate ·shop orders and sent to stores 
for subsequent withdrawal for final assembly. Separate 
ihop orders are then i'ssUedfor ftnal' asseml:ilies and such-
components, sub-assemblies, etc. required for final 8S--
semblies are drawn thereafter from stores and booked to! 
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such assembly shop orders at standard costs. While th., 
actual quantity of material and labour priced at standard.. 
costs are booked as debits to the shop orders, credits on 
account of actual releases in the shop orders are based on 
standard costs already fixed. In this manner, a compari-
son between actuals and standards established on the in-
dividual shop order itself, thereby enabling cost control 
at every stage of production. 

Thus, the costing system has been designed to confirm to the 
multi-stage production pattern in vogue. As soon as a 
shop order is closed, significant variances between the 
debits and credits are analysed and taken up with the 
Works for investigation and remedial action. While pro-
viding for cost control/comparison at every stage, this 
system does not, however, provide for product-wise actual· 
costs." 

7.5. The Committee note that because the production in the cross-
bar Division is not yet stabilised, technical estimates are obtained' 
for evaluation of the work in progress in respect of intermediate 
production in certain specified d~partments. The Committee feel' 
that working out standard costs based on technical estimates only 
for intermediate production in certain specified departments will not 
ensure a scientific and realistic costing for evaluation of work in-
progress. .., 

The Committee therefore, recommend that the correct standard 
eosting practice should be adopted and the standard costs for the-
production of crossbar division fixed on a scientific basis. The Com-
mittee also recommend that these standard costs should be reviewed. 
periodically and variations between standard costs and actuals 
analysed to take remedial measures to reduce the cost of production', 
and effect adjustments as necessary. 

7.6. The Committee note that the standard costs are fixed with 
reference to layoutsldrawings for meterials and engineering esti-
mates for labour. The Committee also note that the number of lay-
outs has increased from 59,000 in 1969-70 to 77,000 in 1971-72. The 
Committee were informed that unless there is a change in process 
or design tool or work simpIifieation or material substitution no re-
vision of layouts is undertaken. The Committee feel that in view 
of the large nurnbel' of layouts and the frequent changes in pro-
duct mix/de$ig~ _e$pecially in Transmission Division, there .houJd· 
be a systematic time-controlled plan of review of layouts with a 
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view to fixing the standard tosts as atcurate1y as possible and im-
prove upon the performance. 

7.7. The Committee note that the Company has been followinl 
a standard costing system based on labour officiency of 100 per cent. 
in MAX and 50 to 80 per cent. in Transmission. The Committee 
were informed that the standard costs were varied from year to year 
consistent with the changes in labour-efficiency, although such 
variations were done with the concurrence of P&T. 

The Committee also note that actual percentage of labour effi-
ciency in shops was in excess of the percentage adopted for standard 
costs in 6 shops of MAX and 2 of Transmission and less than the 
adopted percentage in 3 shops of MAX. 

The Committee would like the undertaking to analyse in detail 
the f~ctors inhibiting labour efficiency and take remedial meaures 
to achieve 100 per cent efficiency. 

7.8. The Committee were also informed that the costing system 
has been designed to eonfonn to the mUlti-stage production pattern 
in vogue with an inbuilt cost control system. The Committee, how-
ever" note that the system does not provide for determination of 
productwise actual costs. While the Company has provision for cost-
control/comparison at every stage of production of components 
against individual shop orders, the Committee do not see any reason 
why the data available cannot he utilised by the Company in work-
ing out the product-wise actual cost so as to provide a suitable basis 
for comparison with the standard cost. Such product-wise analysis 
of actual cost will be helpful in the fixation of prices for various pro-
ducts on a scientific basis. The Committee. therefore, urge that the 
compilation of product-wise actual cost be undertaken early. 

7.9. The Committee also recommend that the standard costs should 
be reviewed and re-fixed taking into account the present trends in 
labour efficiency and material costs so that variaions in costs may 
be kept to the minimum. 

B.Ccast CoQ.troI 

(1) Cost compilation 

7.10. While actual costs are not compiled productwise the Com-
pany compiles costs for each shop order in respect of components. 
sub4ssembly and assembly separately. Materials issued are priced 
at standard rates based on. the latest rates of the previous year plus 
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a margin of 10 per cent to cover stores overheads in respect of raw 
materials. Tbese rates ari! changed only when there 11 an increase 
in the prices of purchased items beyond 1 per cent. 

The labour and overhead charges are booked for the time actual-
ly taken at pre-determined shop average rates for labour, and the 
relevant percentages (on direct wages) for overheads. 

On closure of the shop orders, differences between the costs com-
piled in tne mltJlUer mdicated above and the value of deliveries to 
stores at the standard rates is taken to the cost variation adjustment 
account, which mainly represents the excess or short utilisation of 
labour and material with reference to standards. In addition, the 
cost variation adjustment ,account also comprises of material valua-
tion differences i.e. price differences in respect of purchased items 
being the difference between standard rates and procurement rates, 
and other valuation differences arising mainly due to (i) revaluation 
of stocks on account of reviews of prices for purchased items during 
the year and (ii) revaluation of closing stocks of both manufactured 
and purchased items based on current standards and underlover 
ab~orption of overheads. 

The costs, compiled in the manner indicated above, are, however, 
subject to the following limitations; 

(a) These cannot be considered as actual costs, as the material 
and labour are charged at pre-determined i.e. standard 
rates. 

(b) These do not provide a basis for effective comparison with 
the standard costs, as in certain cases (i) actual doings are 
based on semi-manufactured items, whereas the standards 
are based on operations on raw materials (ii) Standaros 
,are fixed On operations for assembling panels all whereas 
the actual bookings. are made for manufacture of penals 
and subsequently assembly, and (iii) the increase beyond 
10 per cent in the rates of purchased items during the year 
is given effeCt to in the Costs compiled, but standard costs 
are not revised. 

7.11. In view of the fact that the costs compiled by the Company 
cannot be considered as actual cost. because the material and labour 
are charged at predetermined that is standard rates and that these 
costs alSo do not provide a basfs for effective comparison with the 
standard costs the Committee enqutred u to how these defects In 
eost eompfiation affected the selling prices and profitability, and what 



steps had been taken by the Management to remove the various. 
deficiencies in the fixation of standard costs. 'lae Management statej 
in a written reply as follows:-

"Actual costs are compared with the stJ!.dard costs at every 
stage on the basis of booking against each shop order. 
again, the actual costs and standara costs are compared 
with reference to the total production on a quarterly basis. 
With this method of comparison between standard costs 
,and actual costs, there are no defects as such in the cost 
compilation. Cost variations arising under the standard 
costing system affect the profitability of the Company. but 
this cannot be avoided." 

The Management further stated that 

"The cost control exerCised under the pre'.)ent system is con-
sidered satisfactory. However, improvements are possible 
by expediting the closure of shop orders and introduction 
of departmental budgeting. These are under considera-
tion." 

7.12. The Committee further enquired if it was not desirable to. 
have the break-up of standard costs into raw material, labour and 
overhead costs and to know the impact of each of the factors which 
contributed to increase or decrease in the standard costs. The Com-
mittee also enquired as to what system of cost compilation was fol-
lowed by ATE of U.K. The Management stated as under:-

"In view of the multi-stage production pattern and multiple 
costing system designed to conform to the production 
pattern, break-up of standard cost into raw material, 
Labour and overhead cost are available only at the first 
stage of production (viz. at the stage of production of 
components). Thereafter, components become the raw 
material for the production of sub-assemblies, and sub-
assemblies become the raw material for the final assembly. 
Hence, actual break up of the standard cost for the final 
product into raw material, labour and overhead cost ig 
not available. Information on the system of cost compila· 
tion followed by ATE, UK is not readily available." 

7.13. The Committee note that in the process of compilation of 
cost, actual costs are not compiled product-wise but are compiled in 
l'espect of shop orders only. The Committee further find that the 
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:so called actual costs of shop orders cannot be considered as "actual" 
since these are based on standard rates for labour, materials, and 
overheads and variation beyond 10 per cent in cost of materials are 
only taken into account. When shop orders on completion are 
transferred stores, these are again at standard rates and variations 
between the costs and the value "actually" determined at the shop 
level are taken to cost variatio.n adjustment account. 

The Committee were informed that the "actual" costs so compiled 
and stan hard costs are compared with reference to the total produc-
tion on a quarterly basis. 

The Committee feel that the present system does not provide an 
effective method of "Comparison of actuals with standard costs, since 
'break-up of cost of final product into labour, material and overheads 
is not available for cost control and the standara rates of materials 
are not revised with reference to variation in cost of materials. Be-
sides, the actual cods compiled are themselves defective and do not 
represent the actual costs in the true sense of term. Since the prac-
tice adopted does not provide for an effective control on the cost of 
'the products and affects the profitability of the undertaking, the 
Committee strongly recommend that the undertaking should put the 
costing system on sound footing and consider the introduction of a 
lIystem of departmental budgeting and expeditious closing of shop 
orders. 

The Committee also recommend that the company o;hould take 
steps to review the standard rates by a careful analysis of the figures 
in the cost variation adjustment accounts, and revise the stanffard 
rates suitably. The Committee also recomJ11end that the undertak-
inK should study the costin/it' sV!ltem pdooted by A'J'l<; of UKIBTM 
who are the collaborators for the manufacture of the te1e-commu-
nication equipments, with a view to evolve a better and more effec-
tive system of costing and management control. 

Analysis of cost variations 

7.14. The details of cost variances between the costs compiled 
by the Company and the standard costs are categorised under the 
following three heads:-

(a) Cost variation on completed orders; 

(b) Material valuation differences; and 

(c) Over/under absorption of overheads. 
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The details of ca.t variation for the ylitv 1966-67 to 1~71-72 are 
shown in Appendices VIII, IX md X. It would be eeen the~ 
that:-

(a) In respect of the MAX and the Transmission Divisions. 
standard costs for stabilised items were higher than the 
costs compiled by the Company by Rs. 177.31 lakh~ dur-
ing the three years ending 31'St March, 1_. 

(b) In the case of Crossbar Division, standard costi wet:e 
high than the costs compiled by the Company by Rs. 233.63 
lakhs duriag the three years ending 31st March, 1969. 
(Although the standard costs in this Division were sub-
jected to an ad hoc reduction of 20 per cent. during 1968-
69, the exee. of standard costs Oftr the costs compiled 
by the company in respect of completed orders amounted 
to 24.05 per cent. in 1968-69 as against 25.25 per cent. in 
1966-67 and 26.76 per cent. in 1967-68). 

(c) There was overall net under-recovery of ove'L'heads by 
Rs. 67.92 lakhs during the three years ending 3]st March •. 
1969 (under-recovery of overheads on account of volume 
variance-Rs. 168.74 lakhs less saving of Rs. 100.82 lakhs 
on account of expenditure variance). (According to the 
Management, under-recovery of overheads under volume 
variance was due to "under-utilisation of capacity and 
also on account of non-employment of direct labour 
consequent on diversion of production work to ancillary 
industries and farming out of orders)." 

7.15. By a procedure established in 1964, variances up to 10 per 
cent. are not investigated. However, as a result of the analysi& 
ur:dertaken by the Management in some cases where the cost varia-
tion exceeded beyond 10 per cent., the variances have been explain-
ed to be due to the following factors:-

(i) Sub-standard quality of some indigenous supplies and 
substitution of material in case where the standard m~te
rials is not available on any occasion. 

(ii) difference in the time actually utilised as compared with 
the standard time; 

(iii) adoption of an ad hoc rate pending fixa.tion of standards: 

(tv) booking of re-work cost on the same order; 
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(v) mix-up of booking. and deliveries with other order.; 

(vi) adQption Of diftWent standards for bookinp and deli-
veries; 

(Vii) use of dormant material; 

(viii) deviation of Itandard cost from selling price (for new 
items) firm rates are established subsequently; 

(ix) excessive labour bookings; 

(x) error in pricing due to wrong indication of codes in deli-
very documents; and 

\ 
(Ix) bookings as per old layouts but standards at the revised 

layouts. 

The Management have further stated (February, 1970) as 
follows:-

"Under the procedure till recently followed in ITI. shop orders 
used to remain current for periods longer than one year. 
Due to the annual revision of the standards for labpur. 
material and overhead, the rates at which the bookings 
were made to the shop orders used to vary from yetlr to 
year. Credit to the shop orders relating to deliveries 
made also used to vary from year to year, depending 
upon the revision of the sta'1dards. Primarily due to 
these reasons, there used to be some variations at the 
time of closure of individual shop orders. 

A revised procedure whereby planning and scheduling is on a 
monthlv basis broken down further into weekly schedul-
ing ha~ been adopted and is being gradually introduced. 
This will eliminate cost variations as have been occurring 
hitherto because of the long time taken in the closure of 
shop orders." 

It may be. mentioned that the variation analysis made hy the 
Management cannot be considered comprehensive, as the cost varia-
tions on master shop orders which compriSe multiple codes is not 
susceptible of analysis under the present system 'of accounting. 
For instance, in respect of MAX Division there was an overall cost 
variation of Rs. 60.18 lakhs on completed orders for 1968-69. Out 
of this amount, Rs. 37.97 lakhs was covered by the 72 master shop 
orders (out of a total of 9467 shop orders) which was not aM lysed_ 
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7.16. It is seen from the detaiJ.:; of cost vari!lnces for the years 
1969-70, 1970-71 and 1971-'12 that the ac'tual cost of stabilised items 
were higher than the standard oo9t byRs. 73.01 lakh during these 
years whereas in the case of non-stabilised items, actual costs were 
lower than the standard costs by 58.07 lakhs. The Management 
'stated that the excess of standards over actuals for Mn-stabiIised 
ltems was refunded to P&T while the excess in actual costs over 
'standard costs was absorbed by the Company. 

7.17. The Management also stated that, during 196~70 and 1970-
71 in 127 shop-orders!schedules and 98 shop-orderslschedules (valu-
lng more than Rs. 50,000) the cost variation was in excess of 10 
per cent and they were analysed. 

7.18. The Committee poin.ted out that the master shop ordel's 
constituted a major portion of the overall cost va:rtimce in respect 
of completed orders for 1968-69 in the MAX Division and were not 
suspectible of analysis under the present system ofaecounting and 
'asked how the Management proposed to overcome this difficulty. 
'The Management stated as follows:-

"Revised Production Planning and Shop Scheduling procedure 
has been introduced in the MAX and Transmission Divi-
sions. The master shop order system is, however, being 
applied for production of homogenious codes only and 
that too where large numbers are involved. By applying 
the master order system in such cases, large amount of 
paper work and clerical effort are avoided. However, as 
a measure of co::.trol, the cycle time of the master .)rders 
has been limited under the revised planning system to a 
shorter period viz., about six months." 

7.19. The Committee enquired as to why, diversion of products 
'to ancillary industrieslentrepreneurs became necessary, when there 
was under-utilisatio'1 of machines. The Management stated that 
1iiversion to ancillary industries I entrepreneurs was done with -a 
view to increase the overall production in the fa~t"~y. Only such 
items as are needed to increase production which would need em-
ployment of more manpower and purchase of new machines were 
framed out to ancillary units. Such diversion therefore, did not 
affect the utilisation of the existing machinery since the need for 
mass utilisation of the existing machinery was kept in view while 
framing out individual items. The Management also added that 
'267 items of value of about 165 lakhs were at present diverted to 
-ancillary units. 
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. 7.20 The Committee note that in respect of MAX and Tran5JDls-

sibn Divisions stan~ard Costs for Stabilised items were hieher than 
the costs compiled by the Company by 177.31 l8khs durine l.966.87 
to 1968-69 while the position was the reverse during 1969.70 to 1971-
72 ~hen the costs compiled by Company were higher than the 
standards by 73.01 lakhs. The Committee note that un~r the pre-
sent system ot costing, cost variances only beyond 10 per cent in 
re~p~t of orders valued, ov~ as. 50,000, were analysed, lind even 
such an analysis indicated a number of defects in the system. The 
Committee were informed that variations were primarily due to 
shop orders remaining current for larger periods than one year and 
the long time factor in the closure of shops orders. The Committoe 
were informed that a revised procedure whereby planning and 
scheduling is on a monthly basis broken down further into weekly 
scheduling is being gradually introduced and this will eliminate 
cost variation as have been occurring hitherto because of the long-
time taken in the closure of shop orders. 

The Committee note that master shop orders constituted the 
major portion of the overall cost variance in respect of com-
pleted orders and these were not susceptible of analysis under the 
present system. The Committee were informed that "under the 
revised produ.ction planning and shop scheduling procedure intro-
duced in the MAX and Transmission Divisions, master shop order 
system is being applied for production of homogenous codell only 
and as a measure of control the cycle time of master order!l has 
been limited to a shorter period viz., about six months." 

The Committee note that during 1966-67 to 1971-72 there was an 
overall under-recovery of overheads to the extent of 331.73 lakhs. 
Under recovery on account of volume variance Rs. 372.21 lakhs 
was offset by net saving of Its. 40.48 lakhs on account of expenditure 
variance. The Committee also note that under recovery of over-
heads under volume variance, was also to under-utilisation of capR-
city and also on account of non-employment of direct labour conse-
quent on diversion of production work to ancillary industries and 
farming out of orders. The Committee were informed that diver-
sion to ancillary unit was done with a view to increase the overall 
production in the factory and such diversion did not affect the utlli-
!lation of existing machinery. The Committee are surprised to ftnd 
that, in spite of this. there is shortfall in production and the utilisa-
tion the capacity is only of the order of 60 to 70 per cent. result-
Ing in under-recovery. The Committee urge that the reallons for 
under-utilisation should be investigated by a team of experts 110 

tbat production performance is improved by carefully deploying' 
the labour and putting the machines to optimum utilisation. 

391 L.S.-7. 
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The Committee would strOl1l11 urge that the system of costin, 
and procedure of cost analysis should be streamlined and put on a 
scientific footiDi' so that the variations in cost could be 8tU1lysed at 
each stai'e in a comprehensive manner on aD shop ordel'S and rea. 
sons for variation pinpointed and remedial measures taken to over· 
come the defects, The Committee hope that the revised procedU!re 
of planning aDAI scheduling being introduced, will enable dosin, 
of shop orders in shorter intervals so that there is more effecth'c 
cost control at shop levels. 
Standard C06ts Vs. Selling Prices 

7.21. As product-wise actual costs are not compiled by the Com-
pany, a comparison of the selling prices has been made with the 
standard costs from 1966-67 to 1968-69. This comparison indicates 
that as compared with 1966-67, the selling prices and the standard 
costs increased during 1968-69 from 4,33 per cent. to 72.05 per cent., 
and from 5.30 per cent. to 73.49 per cent. in the MAX Division and 
from 22.90 per cent. to 80.40 per cent. and 24.04 per cent. to 81.72 
per cent. in the Transmission Division, respectively. The per cent 
ranges of variations in the selling prices and the standard costs over 
those of 1966-67 in each category of equipment were as follows 
during 1966-67 to 1968-69 . 
-----.. .. _----------------. ---" .. _._------

Max Transmillion 

Per cent, Per cent Per cent, Per cent 

Telephone- SP 24'63 to 41'38 Terminating SP 22'90 to 80'04 

Cost 25'78 to 42'71 equipment Cost 24'04 to 8" 72 

PAX & SAX SP 19'28 to 30'24 
Cost 20'39 to 31'46 3 Channels SP 3" 84 to 4548 

Switches & SP 4'33 to 33'85 Cost 33'06 to 46'84 
Rel.yeet Cost 5'3° to 35'10 

P.O, SP 21'16 to 51'95 8 Channels SP 28'34 to 29'70 

Meteres Cost 22'28 to 53'36 Cost 29'5° to 3°'90 
lUcks SP 21'27 to 43'87 12 Channels SP 29'32 to 35'77 

Coat 22'31 to 45'21 Cost 30'52 to 37'°3 
Relays SP 13'35 to 52'33 VFI' Channela SP 58'32 to 63'04 

Cost I3'IS to 54'17 Cost 59'81 to 6.4' 55 

Condenser SP 65'05 to 72'05 
Colt 66'44 to 73'49 

(SP, : Selliq Price) 
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7.22. In the MAX Division both the selling prices and the standard 
costs showed a decline in respect of Telephones (51. No.1 to 4) 5wit-
ches and Relay sets, Post Otftce Meters (51. No. 17 and 19) and Re-
lays (51. No, 26 to 28) in 1968-69 as compared with 1967-68 whereas 
in the case of PAX and 5AX (51. No.6 to 8), Post Office Meters (51. 
No. 18), Racks and Relays (S1. No. 24 and 25) arid Condensers there 
was an increase during the same period. So far as the Transmission 
Division is concerned, there has been continuous increase both in the 
selling prices and the standard costs in all the items. 

7.23. As under the existing system, the break-up of standard costs 
into raw material, labour and overhead costs is not available, the 
Management have given the following general reasons for variations 
in the standard costs from year to yeer:-

(i) Increase in rates due to increase in shop average rate!; for 
labour and overheads, and also raw material prices to a 
certain extent. 

(U) Decrease in rates due to; 

(a) reduction in overhead percentages in certain shops; 

(b) substitution of Palladium in place of Plantinum; as a 
result, contact prices in Relays have come down which 
influence the rates of Relays (which form the major cost 
in Relay Sets I Selectors) . 

(iii) Wide variety of items produced and the large product-mix. 

7.24. The range of variations in selling prices, and standard costs 
over those of 1969-70 in each category of equipment was as follows 
during 1969-70 to 1971-72: 

Telephones 

PAX & SAX 

Switches & Relay lets 

P.O, Meters 

RIck. 

MAX 

SP : 33 to 48'S% 
CP : 34 to 49'6% 

SP : 13' 53 to 38'3C)"{, 
CP : 13' S4 to 39'29% 

SP: 37'61 to 44'61'';, 
CP : 38' 30 to 4S'68')I" 

SP : :zoo 02 to :zoo 8S 0,;, 
CP : 20'00 to :ZO'92% 

SP : 13' II to 32'83~u 
CP : 13'" to 33'12% 



Relays 

Condensen 

Terminating Equipment 

8 Channels 

J2 Channels 

V.F.T. Channels 
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MAX 
SP : 9'7 to 63.81% 
CP : 10'46 to 6S'09~:, 

SP : 0'04 to O'13'};, 
CP : o·oS to o· IS% 

Transmission 

SP : 16' 04 to 24' 9';;, 
CP: 19' 4 to 25' 8"/;, 

SP : 18'03 to 34'4'};, 
CP : 18'76 to 36'4';;, 

SP : 30.6 to 31'6';;, 
CP : 24' 14 to 31'6~~ 

SP : 17' 32 to 18' 22% 
CP : 18'19 to 19'09";,. 

Duirng 1969-70 to 19971-72 in the MAX Division the selling pirces 
have shown (Appendix XI) an increase in respect of telephones, PAX 
and SAX, Switches, Relay sets, Racks and Relays. In respect of P.O. 
Meters and Condensers there was a decline in the prices during 1971-
'2. So far as the Transmission Division is concerned there has been 
increase in prices in respect of 8 Channels, 12 Channels, V.F.T. Chan-
nels and Terminating Equipments except under 2W Access Bay 
where there is slight reduction during 1971-72. 

7.25. The Committee note that product-wise actual costs are not 
compiled by the Company to enable comparison of selling prices 
with sueh actual costs. From the comparison of the selling prices 
with the standard costs, the Committee find that the range of 
variation in the selling prices of the products of both MAX and 
Transmission Divisions has been wide. The range of variation in the 
standard costs also has been equally so. The Committee a) so note 
that there has been increase in selling prices and standard costs of 
several products of MAX and Transmission Divisions including the 
Telephones during 1969-70 to 1971-72. The Committee note that in 
the absence of break-up of standard costs into its constituents viz., 
labour, materials and overheads the Management is not in a posi-
tion to indicate specific reasons for variations in standard costs from 
year to year. 

The Committee need hardly stress that it is imperative to stream-
line the procedure of costing and that company should eompile 
productwise actual costs and also analyse the variations between the 
standard costs and the actuals and take suitable remedial action. 
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The number and the value of shop orders pending as on 31st 
March, 1971 were 23089 and Rs. 3.17 crores (net) and the number 
and the value of shop orders pending as on 31st March, 1972. were 
24355 and Rs. 2.98 crores (net). 

(ii) The value of work-in-progress is arrived at on the basis of 
cost cards for pending shop orders and does not reftect the value of 
the works based on the physical stage ()f completion. As the comple-
ted items (partial deliveries) in respect of orders in progress are pric-
ed at standard rates the value of work-in-progress as Per cost cards 
does not reflect the correct position inasmuch as it includes the non-
adjusted variation between debits at standards and credits at stand-
ards for partial deliveries. 

7.28. The Management have stated (February. 1970) that "it it ex-
pected that with the reivsed shop scheduling procedure recently in-
troduced, the balances of work-in-progress shop-wise would repre-
sent closely the stage of physical completion of the items." 

(iii) Though all shop orders are required to be closed within • 
period of six months, large delays have been noticed in the closure of 
orders as indicated below:-

No. of pending orden 88 on 
Age of pending orders 

31-3-68 31-3-69 31-3-70 31-3-71 31-3-72 

Under 1 year old 13,161 12.902 1~,77S 18,144 21'&34 

1-2 yean old ~,926 ~,884 4.831 2,9~6 2,347 

2-3 yean old 2,,06 1,829 2,339 1.,88 HI 

3-4 yean old 198 286 347 330 239 

4-~ years old 26 4 14 66 2 

~-6 years old S 2 

21,817 2O,9OS 23,306 23,089 24,3~S 

---- --' -_._------
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7.30. The Management informed the . Board of Directors in August, 
1971 that revised production planning short schedulingischeme which 
was introduced in November, 1969 to achieve a better and more effec-
tive cost control did not yield the anticipated results, mainly because 
of deficiencies and proper documentation at the shop level and diffi-
culties in linking the debitslcredits to the individual schedules. The 
Committee enquIred as to how the management proposed to tackle 
the situation so that not only the number of pending shop orders was 
reduced but also the value of works in progress reflects the value of 
work based on physical stage of completion. The Committee also 
desired to know when the management expected to clear the old 
items on the basis of progress made so far and whether the large 
number of pending orders was due to any defect in the system. The 
Committee were informed as follows:-

"The problems arising from the introduction of the revised 
production planning/shop scheduling scheme are under 
examination with a view to taking necessary remedial ac-
tion. The revised system has been introduced after detailed 
study and if difficultiesldeficiencies encountered at present 
could be removed, it is felt that the scheme would prove a 
success. 

Every effort is being made to clear the old items by constant 
review. Some of these items were largely due to the non-
availability of the balancing items required for completion 
of the jobs. It is expected that the oid orders will be 
cleared as expeditiously as possible. 

There is no speCific defect in the system." 

7.31. The Committee note that the number of penclina shop orders 
has increased from 20,905 on 31st March, 1,969 to 24.367 on 31st March, 
1972. The age of these orders ranges from one to six years. Al-
though all shop-orders are required to be closed within a period of 
months, out of the pending orders on 31st March, 1972, as many as 
2,347 orders are more than one year old, 531 orders are between 
two and three years, 239 orders between two and three years and 
2 orders each between four and five and five and six years. The 
Committee also note that out of the orders outstanding on 31st 
March, 1972, 531 shop orders valued at 11M.98 lakhs have a credit 
balance of Rs. 5,000 and above and these include 223 physically 
completed orders. The Committee note that besides, these, there are 
as many as 3,375 physically completed orders with a net credit 
balance of 52.43 lakhs. The Committee also note that the value of 
work-in-propess is arrived at on the basis of cOlt cards for pendine 
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shop orders and does not reflect the value of the works based on 
the physical stage of completion. The Committee find that the 
Management informed the Board of Directors in August, 1971 tbal 
the revised production planninglshop schedule scheme introduced 
in November, 1969 to achieve a better and more effective cost CUD-

trol did not yield the anticipated results mainly because of deficien-
cies in proper documentation at the shop level and difficulties lD 
linking the debitslcredits to the individual schedules. The Com-
mittee were informed that the problems arising from the introduc-
tion of the revised production planninglshop schedUle schemes are 
under examination with a view to taking necessary remedial action 
and if the difficultiesldeficiencies encountered could be reu.loved, the 
scheme would prove a success. The Committee strongly urge that 
the company should take expeditious action to identify the deficien-
cies and defects and the reasons therefor and take immediate reme-
dial action to remove them so that a correct picture of the value of 
work in progress is available. 

The Committee were also informed that efforts were being made 
to clear the old items by constant review. The Committee need 
hardly stress that the Company should adopt more business-like 
practices to ensure timely execution of shop orders and strict ad-
herence to delh'ery schedules. 



VUI 
PRICING POLICY 

A. Sales to Posts and Telearaphs Department 

8.1. The Post and Telegraphs Department is the Company's maln 
customer which purchases about 80 per cent of the total production. 
For purposes of pricing, sales to the Department are divided into (i) 
stabilised items and (ii)' non-stabilised items. 

(i) StlabiZised items 

Until March, 1965 sales were regulated in terms of "cost plus" 
agreement. The margin of profit allowed was 71 per cent. upto 1st 
October, 1961 and 10 per cent. to the - end of 1964-65. A "Fixed 
Price" arrangement valid for a period of four years will effect from 
1st April, 1965 was finalised in June, 1966. In terms of tros arrange-
ment, the Company was 10 be paid on the basis of the 1st April, 1965 
rate list plus a margin of 10 per cent. with actual escalation on labour 
and material costs. This arrangement could not, however, be given 
effect to as it was rescinded by the Posts and Telegraphs Department 
in August, 1967. The sales for 1965-66 and 1966-67, were, therefore, 
settled on 1st April, 1965 rates without adjustment for costs. 

During December, 1967, a revised arrangement was agreed upon 
between the Company and the Department accoOOing to which prices 
for sales to Posts and Telegraphs are to be determined on the basis 
of the previous years material costs and the current years' shop 
labour average rates and the current year's budgeted revenue over-
heads with a margin for contingencies and profit. 

Subsequently an agreement was entered into by ITI and P&T 
Deptt. according to which the prices are to be fixed from year to 
year on the basis of the cost of sales as determined with reference 
to the costs as at the commencement of the year with a further pro-
vision for escalaction in labour material costs on account of statu-
tory and labour awardsJstatutory increase and levies with 10 per 
cent profit margin. It was also agreed that the cost of sales for the 
purpose of profit margin while including direct and indirect expen-
diture would exclude bonus (ex gratia) payments in excess of the 

99 
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4 per cent minImUm payable under the Bonus Act, 1965. These 
terms would be valid for a period of two years from 1st April, 1972. 

B.2. From the above it would ,appear that the sales for 1965-66 and 
1966-67 were settled on 1st April, 1965 rates without adjustment for 
costs and thereafter, till 31st March, 1972 on the basis of the revised 
arrangements agreed upon in December, 1967. The Management, 
however, clarified that the basis referred to above applied to stabi-
Hsd supplies and for non-stabilised supplies, cost variations deter-
mined at the end of the year were adjusted with P&T Department. 

B.3. During evidence, the Committee enquired whether Govern-
ment had given their concurrence before the agreement regarding 
pricing of the stabilised items of equipment was entered into by ITI, 
and whether the approval of Government was obtained before the 
pricing policy of various products of IT! upto 1st April, 1972 was set-
tled and if so, how the present policy compared with the previous 
one. The Secretary of the Ministry of Communications stated in 
reply as follows:-

"As far as this is concerned, we have changed our present 
policy w.e.f. April this year. We have entered into a new 
agreement between P. & T. and ITI which is effective 
from April, 1972 and some very significant changes have 
been made. If I may mention a few of these, formerly, 
in the old agreement, overheads were allowed on the 
basis of budget revenue for subsequent years. But in 
the new agreement overheads are allowed. We have said 
actual expenditure incurred for each cost centre during 
the year immediately preceding 1971-72. This is for two 
years, that is, 1972-73 and 1973-74. We have included, in 
the old agreement. the entire payment which was made 
as bonus to the workers. But, in the new agreement, for 
example. we allowed 10 per cent profit even on the inter-
est charges paid by ITI on loan. We have made out this 
interest charge, in the new agreement. This margin of 
profit in the old agreement was 10 per cent whether it 
was full equipment or spares. We felt that it was rather 
inadequate to the ITI where the handling charge is much 
more. So, we hav!? increased the profit margin on the 
spares to 30 per cent. But in the main equipmp.nt, it is 
still 10 per cent. But the important change is that in the 
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old agreement, there was no fixed efficiency provided for. 
But in the. new agreement we have said that it will be 
calculated on the basis of 90 per cent efficiency. In other 
words, we have removed the premium on inefficiency. 
We have fixed definite basis for efficiency." 

Asked whether that would affect the profits of the Company, the 
Secretary stated that there might be marginal effect on the profit 
and added that if they improved their efficiency they could make 
it up. 

8.4. In regard to the fixation of prices of their products within 
the basis of landed cost of the comparable imported goods, the 
Chairman ITI stated during the evidence as folIows:-

" .... 1 am happy to inform the Hon'ble Committee that we 
are well within the imported cost. In fact the P. & T 
Deptt. is very strict with us and normally we can sell our 
equipment to them at much cheaper prices than any-
where. Whether We compare the stronger equipment, 
crossbar equipment or transmission equipment, our prices 
are well within the imported cost." 

The Committee enquired whether the selling prices fixed by the 
Company were in conformity with the guidelines issued by the 
Bureau of Public Enterprises in December, 1968. They were infonn-
ed that on a detailed examination of the selling price structure, it 
had been found that the selling price fixed by the Company was in 
conformity with the guidelines issued by the Bureau of Public 
Enterprises. 

B. Refunds of amounts d,ae to the Post and Telegraph!'! 

8.5. On 1st January, 1968, sum of Rs. 3,28,64,913 became due for 
payment by the Company to the Posts and Telegraphs on account of 
refund of amounts provisionally paid to the Company to,wards esca-
lation during 1966-67 and refund on account of bulk settlement made 
for the earlier years. In February, 1968, it was decided that this 
amount should be paid by the Company in eleven quarterly instal-
ments of Rs. 27 lakhs each commencing from 1st January, 1968 and 
th~ balance on the 12th quarter with interest at the rate of 6.75 per 
cent. The Company had so far paid nine instalments. upto 30th Sep-
tember, 1969,amounting to Rs. 2.43 crores and in addition an amount 
of Rs. 26.89 lakhs had been paid by way of interest for the period 
from 1st January, 1968 to 30th September, 1969. 
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During the years 1967-68 and 1Q68..69, the refunds due to P. & T. 
Deptt. on accou.rut of cost variation on non-stabilished items amount-
ed to Rs. 153.88 lakhs and Rs. 111 lakhs respectively. The amount 
of Rs. 153.88 lakhs for the year 1967-68 was repaid in 12 equal month-
ly instalments commencing from October, 1968 and the Company 
made a provision of Rs. 9.30 lakhs towards interest on this amount 
at 6.75 per cent for 1968-69. 

8.6. The Committee enquired whether, in view of the fact that 
variation on non-stabilished items was a recurring feature, the Man-
agement considered it necessary to lay down a uniform policy for 
payment/recovery depending upon the fact whether the cost varia-
tion was favourable or unfavourable to the Company. They were 
informed that while the repayment of Rs. 111 lakhs was completed 
before March, 1970, their "present policy" is to refund credit varin-
tions before expiry of the following financial year after determining 
the amount of cost variations on finalisation of the accounts for the 
earlier year." During 1969-70, the amount recoverable on debit cost 
variation was Rs. 20.71 lakhs. During 1970-71 the amount refund-
able to P. & T. was Rs. 71.42 lakhs. The net amount refundable to 
P. & T. was then Rs. 50.71 lakhs which was refunded to P. & T. in 
March, 1972. The figure of cost variation for the year 1971-72 on 
non-stabilised items was debit variation of Rs. 2.75 lakhs recover 
able from the P. & T. 

As regards interest charges, it was stated that the Company would 
desire P. & T. waiving the claim for interest on cost variations, and 
that the matter would be taken up with P. & T. Department. 

8.7. The Committee drew attention of the Government during 
evidence to the statement of the Management of the Company that 
'cost variation under the standard costing system affect the pI't!)fttabi-
liy of the Company, but this cannot be avoided' and enquired whe-
ther Government shared this view. The Secretary of the. Ministry 
stated in reply that there was no difficulty because if there was any 
excess or deficit in the estimate, this was made good by the P. & T. 
Or refunded to the P. & T. He added that it did not affect their 
profit margin. 

8.8. The Committee find that about 80 per cent of the produets 
manufactured by I'll are supplied to Posts and Telerraphs Depart-
ment under the pricing terms incorporated in an agreement between 
the Company and P at T. The Committee are, however, sU1'prised to 
note that since inception no proper aDd fixed pricing policy has been 
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evloved by the Government with regard to the sale of the both sta-
bilised and non-stabilised items for production. The ad hoc arrange-
ments had to be revised on several occasions as they were founrl not 
working to the satisfaction of either the ITI or the P & T. The 
Committee note that the pricing policy has been changed with 
effect from April, 1972 and new agreement has been entt'red into 
between P. & T. and ITI. Even the present agreement provides for 
adjustments of the payments/recoveries for cost variations. The 
excess or deficit in the estimates are to be made good by the P. & T. 
or refunded to P. & T. as the case may be. 

The Committee note that conflicting statements have been made 
hy the Management and the Ministry as to how far the ('ost varia-
tion under the standard costing system would affect the profitability 
of the Company. The Committee also note that in the new a(p'ee-
ment it has been presumed that the Company would run at 90 per 
cent efficiency. As the efficien('y depends upon many fadors like 
labour-management relations, adequate supply of material, proper 
training of the workers etc., the profitability of the Company is 
likely to be affected hy all the variahle factors presumed in the new 
agreement. 

Since the ITI have the henefit of latest machinery and equipment 
in their production units and advantage of a large captive market, 
the Committee need hardly stress that the undertaking should Im-
prove its efficiency, increase out put and effect economies so as to 
bring down the cost of manufacture of their products to even le~!\ 
than the international prices so that the products 'of the ITt can 
benefit even the Common man. 

8.9. The Committee also note that in the case of non-stabilised 
item the present policy is to refund credit variation before expiry 
of the following financial years after detennining the amoUDt of 
cost variations on fina1isation of the accounts for the earlier year. 

The ITI are proposing to request P. &. T. to waive the claim for 
interest on cost variations. The Committee would like to he inform-
ed of the development. The Committee would, however, stress the 
need for settling the credit variations soon after the close of the 
finarreiat year so that payment of interest charges to P. & T. can 
be avoided. 
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The stock of raw materials including installation and production 

stores was equivalent to about 15-3/4 months' consumption for pro-
duction requirements in 1968-69, 19 months' in 1967-68 and Ie months' 
in 196~7. The store was however equivalent to 16 months' pro-
duction requirements in 1971-72 as compared with 15 months' in 
1970-71 and 16th Months' in 1969-70. 

The work-in-progress represented about 1-114 months' value of 
production at cost (including depreciation) at the end of 1971-72 as 
compared with about 1-3/4 months' at the end of 1970-71 and 1-1/2 
months' at the end of 1969-70. The, position at the end of 1968-6iJ 
and 1967-68 was however, 1-114 months' value of production against 
2 months' at the end of 1966-67. 

Finished goods represented about 0.7 months' sales during 
1968-69 as against about 0.9 month's during 1967-68 and 
1966-67. Finished goods represented 0.2 months sales during 1971-
72 as against 0.3 months sales during 1970-71 and 0.4 months during 
1969-70. 

9.2. The break-up of the closing stocks of raw materialfi and 
production stores as between purchased and manufactured items 
for the last six years was as follows:-

391 LS-8. 
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.. The Committee enquired why fresh purchases were made when 

the inventory of raw materials was, 15-314 months' ,consumption in 
1968-69 and 16 months' consumption in 1969-70 (and also in 71-
72.) They were informed that fresh purchases Were made on the 
basis of assessment· of existing stock levels, pending orders and 
projected requirements for product;on. 

9.3. The Committee pointed out that the norms for inventory 
should not be more than 6 months consumption as recommended 
by them in their 40th Report (3rd Lok ~abha) on Material Manage-
ment. On this basis the stock of raw materials and production 
stores which represented 15-314 months' consumption in 1968-69 
appeared to be very high. The Committee enquired about the 
steps taken to reduce the inventory. They were informed that the 
inventory of the Company was made up of' purchased items as 
well as items manufactured in the Company and held in stock. On 
purchased items, the inventory holdings amounted only to an aver-
age of about 9 month., in most of the cases; 'Manufactured items were 
turned over to stores as soon as the manufacture was completed 
for being readily available for the next phase of assembly /produc-
tion. In respect of imported items, because of the lead time in 
procurement and availability of import licence/foreign exchange, 
the stock holdings were relatively higher. It was necessary to 
maintain stocks of Critical items for longer periods and also to main-
tain buffer stocks. They were further informed that the inventory 
holdings were under constant review so as to reduce them 
consistent with the exigencies of production. 

The Committee wanted to know what, according to the Manage-
ment, should be the normal level of inventory holdings on the basis 
of their past experience. The Committee were informed that the 
follOWing were considered reasonable inVentory holdings in terms 
of production requirements. 

(a) Indigenous. itf'ms 

(b) Imported itenl~ . 

(c) Fabricated items' 

. ... -.-. __ ._--------
6 months 

9 months 

l' 5 months 

. "'-'~"--------
Particulars of inventory of raw materials and production stores 

separately of indigenous and imported origin are now available 
from Computer statements. The opening stock. purchases, consump-
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tion and closing stock separately for indigenous and imported iteml!l 
-are detailed below for the years 1971-72: 

(Rupees in lakhs) 

Indige- Foreign Total 
nous 

Opening Stock (1-4-71) 4zZ 385 io7 

Purchases 937 614 Issr 
Total 13S9 999 Z3S8 

GonMumption 807 4110 1%87 

Closing Stock 31-3-7Z SSz SI9 1071 

Cloling Stock in terms of number of months consump-
tion during the year· . . • . . 8·z 12 10 

9.4. The Committee enquired as to what was the scope for im-
provement in the stores management. They were informed that,:-

On the basis of the past experience, the normal level of in-
ventory holdings should be about ]3-14 months for our 
industry. We are, however, examining the position with 
a view to reduce the stock-holdings. The bifurcation of 
the data and their computation as number of months' 
production is being worked out." 

9.S. During evidence, the Secretary of the Ministry of Communi-
cation conceded that inventory in ITI was very high and stated 
that the team of consultants from the Hyderabad Staff College to 
whom the study of material management was entrusted had comp-
leted the work and given their recommendations. 

It is seen from the report of the Administrative Staff College 
Hyderabad that "study of the procurement procedures in I.T.I. has 
clearly revealed that the way in which purchase has been function-
ing in this organisation is causing considerable problems in produc-
tion. Even granting the fact that due to the basic 
nature of industry like that of ITI there are a number of external 
and uncontrollable factors influencing the availability of sophistica-
ted materials. The organisational inflexibilities and adherence to 
elaborate procedural formalities have contributed their own share··· 
Ad hoc decision such as annual identing decentralising 
the purchase function etc. without adequate pre-planning 
show trends in dislocation of functions, crisis and inventory piles." 
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Some of the important recommendations regarding the radical 

changes to be made are as follows:-

(1) To accept the principle of approaching vendors that have 
been approved already a·nd not to combine vendor location 
with buying. 

(2) To operate on a highly decentralised style 
the various indentifted levels responsible for 
decisions. 

permitting 
specifted 

(3) To provision, budget and control performances on the 
basis of proper information flow . 

• • • • • 
Implementation of these can be taken up immediately on a pro-

gressive basis. 

Considerable further work remains to be done by the Company 
to achieve the best results out of the proposals. Some of these 
are:-

(a) Building up files on vendor reliability 
(b) Fixing UP of individual and divisional inventory le~els. 

(c) Fixing up of order levels and quantities 

(d) Progr.amming for the additional outputs from the com-
puter 

In addition, it was noticed by us that there is considerable SC()pe 
for material standardisation in IT!. Every different size and 
characteristic is practically indentifted as distinct item resulting 
enODnOUS number of items dealt with. There is urgent need for 
setting up a material standardisation cell which can eliminate con-
siderable number of items.· 

Considerable interchangeability exists among raw materials. 
While this help maintaining production schedules in spite of oon-
availability of certain raw materials, such decisions of use of alter-
native materials are not evaluated from the point of view of cost 
benefits. There may be scope for economies in this direction also. 

In this connection the Secretary of the Ministry stated that the 
Managing Director of the Company had assured him that the re-
commendations would be implemented soon. The Secretary also 
stated that now they had got a computer which came in handy 
and they could exercise much closer control over recepits and 
issues. 
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9.6. The Committee note that the stock of raw materials includ-
ing installation and production stores as on 31st March. 1972 was 
equivalent to 16 months' requirements. Although the inventory 
level has been brought downftom 19 months' in 1967-68 to J 6 months' 
In 1971-72, the Committee feel that the inventory is still very high, 
compared to the norm of 6 months' requirements recommended by 
the Committee on Public Undertakings in their 40th Report (3rd 
Lok Sabha) on Material Ma~gement. Even according to the Man-
agement, the inventory holdings considered reasonable in terms ot 
production requirements were 6 months in the case of indigenous 
items and 9 months in the case of imported items. The Committee 
also note that the inventory of raw materials has risen, from 
Rs. 1161.37 lakhs in 1970-71 to Rs. 1531.71 lakhs in 1971-72 and the 
increase has been mainly due to purchased items. 

9.7. The Committee note that the system of material management 
in the Company had been got examined by the Administrative Staff 
College, Hyderabad who while giving their report and recommen-
dations had observed that "Ad hoc decisions such as annual indent-
ing. decentralising the purchase function etc. without adequate pre-
planning show trends in dislocation of functions, crises and inven-
tory piles". 

The Committee feel that the Com.pany should have hy ihis time 
implemented the recommendations contained in the report of the 
Administrative Staff College and taken appropriate action to streaM-
line the purcha..~e procedure which at present is stated to be causing 
considerable problems and ensure that the level of inventol1-' is 
brought down to the norms considered reasonable consistent with the 
exigency of production so as to avoid unnecessary accumulation of 
stores resulting in locking up of capital 

9.S. The Committee also recommend that ITI should also tak(> 
advantage of the computor for working out an effective system of 
inventory control. 

B. Dormant and Slow-moving Stores 

9.9, The following table indicates the value of dormant find slow-
moving stores, the total value of inventories. the value of dormant 
stores as a percen~age of the value of inventories and the value of 
dormant and slow-moving stores as a percentage of the value of 
inventories, as at the end of 1967-68 to 1970-71. 
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1967-68 

(Rupees in Lakhs) 

Dor- Slow- Total Total fer- Per- Per-
mint movins (I-t 2) inven- centage centage centare 
stores stores tory of dor- ofslow- of dor-

IS on mant moving mant 

Particulars 

Mst stores IItOres and 
Irch to in- to in- slow 

ventory ventory movi", 
stores 
to in-
ventory 

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

I. Raw material and 
MAX stores 

2. Transmission . 

3. Other stores-Plant, 
Oils and Chemicals 
Engineering and sales 
stores 

I. Raw Materials and 
MAX stores 

2, Transmission • 

3. Other ItQres-Plant, 
Oils Bnd Chemicals 
Engineerin, and sales 

36 '00 

54' 10 

12'SO 

102'60 

43'SO 
S8'4O 

stores 16'40 

89'70 125'70 456' 10 

42'10 96'20 315'20 

12'50 60'00 

131'80 234'40 831'3° 

1968-69 

III'SO ISS'OO 460'3° 
S6'70 IIS'IO 259'80 

118'30 168'20 286'50 777'10 

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

7'9 19'7 27'6 

J7'2 13'4 30'S 

20'8 20·8 

12'3 15'9 28'2 

9'S 24'2 33'7 
22'S 21' 8 44'3 

28'8 

NOTE: I. The value of dormant (Rs. 47'93 Jakbs) and llow movins (RI. 83' 57 Jakhs) 
storea at the end of 1966-67 amounted to Rs. 131' 50 Jakhl, the Division-wile 
breat-up of which is not available. 

2. Dormant stores repretent items with no transactiOlll during the year. 

3. Slow-moving.storea represent items where issues are less than half of the annual 
requirements. 

4. Value of dormant stores as on 31-3-1969 is provisional. It does not iDelude 
dormant Items pertainina to eros_bar and non-production stores not yet oompu-
terised. 
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IUO. The total vaue of dormant stores pending review by Dor-
mant Stores Committee as on 31st March, 1971 was Rs. 52.65 lakhs 
and the position on that date was as follows:-

1. Recommendation of the Dormant Stores Committee. 
(a) Used/useable: 3 I .52 (lh. in laths) 
(b) To be scrapp.:d/C:isposcd 5.43 (Rs. in laths) 
(c) To be rc:vi:wed 15.70 (Rs. in lakhs) 

52 .65 (R~. in lakh~) 

The following table indicates the value of Dormant and Slow 
Moving Stores, the total value of inventories, the value of dormant 
stores as a percentage of the value of inventories and the value of 
dormant and slow moving stores as a percentage of the V'alue o·f 
inventories as at the end of 1971-72. 
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9.11. It would be seen from the foregoing that dormant and 
slow moving stores increased. in 1968-69 as compared to 1967-68 
but came down in 1969-70 and 1970-71 and again increased in 1971-
72. The dormant stocks as at the end of March, 1969 amounted to 
about 18.2 per cent of the inventory (Rs. 771.10 lakhs). The posi-
tion was. however, 4.04 per cent of the inventory in 1970-71 and 
amounted to 6.65 per cent of the inventory of Rs. 1305.08 lakhs in 
1971-72. 

Raw materials, MAX and Transmission Stores account for the 
bulk dormant and show moving stores which have shown an in-
crease of Rs. 48 lakhs approximately from 1967-68 to 1968-69 and 
Rs. 46 lakhs from 1970-71 to 1971-72. 

9.12. Out of 102.6 lakhs held as dormant stores as on 31-3-1968 
sto['es valued at Rs. 24.37 lakhs carried forward from the previous 
years were declared unsuitable and out of these stores valued at 
Rs. 15 lakhs (reduced to Rs. 10.20 lakhs in 1968-69 a.fter re-instating 
stores of the value of Rs. 4.80 lakhs which were found useful for 
production) were written off in the accounts for 1967-68. A com-
mittee was appoin.ted in October, 1968 to review these stores valu-
ed at Rs. 24.37 lakhs. The progress in investigation of the~e items 
as on June, 1969 is indicated below:-

-- -------- ----------- --------------- ----
Number Value 

Particulars of in 
items Rupees 

(i) To be used in base departmentH 2,721 8,911,042 

(ii) To he used in other Deplirtments 223 SI,567 

(iii) To be scrapped/disposed 1,3114 2,97,SS8 

Again, stores valued at Rs. 14.66 iakhs were reviewed by the Com-
mittee and, as a result, stores valued at Rs. 6.8 lakhs wC['e written 
off during 1968-69. The Company has further charged off a sum 
of Rs. 15 lakhs in respect of dormant stores during the year pending 
final review. Thus, the Company has written off a such of Rs. 
32 -lakhs in respect of dormant stores during 1967-68 and 1968-69. 
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9.13. The Committee enquired about main factors which led to 

the iterru; being domant or slow.moving and the steps taken by the 
Management to reduce the incidence of dormant and slow-moving 
items. The Committee also desired to know the position regarding 
the review of dormant and slow-moving items as on 31-3-71 and 
the amount of dormant stores which had been writen off by the 
Company since inception. 

The Management stated in reply as follows:-

"Dormancy /slow-moving items relate to the accumulations 
over a period of time. In the field of telecommunications 
fast developments take place rendering components ob· 
solete in relatively short periods of time. Due also to 
modifications, improvements and functional changes, 
components become dormant. Due to changes in priori-
ties and product-mix, incidence of slow-moving items 
also comes up from time to time. 

The incide'nce of dormancy and slow-moving stores in relative-
ly high in Transmission Division because of the fact that 
the changes. modification and improvements take place 
at a relatively faster rate in Transmission equipments. 

Action is being taken to make the best possible use of the 
dormant/slow-moving items, including their disposal at 
price favourable to the Company. 

The value of dormant items pending review as on 31-3-71 
was Rs. 52.65 lakhs. Out of this the review has disclosed 
that iterru; worth Rs. 31.52 lakhs are used/usable and 
only Rs. 5.43 lakhs worth of items are to be disposed off. 
The balance to be reviewed is Rs. 15.70 lakhs. Items are 
declared as dormant where there are no issues during 
two years including the current year and no receipts 
during the current year. The criterion is considered to 
be reasonable and practicable. 

Against the accumulations of Dormant items from the incep-
tion of the factory, the total write off adjusted in the ac-
counts of the Company for the period from 1967·68 to 
1971-7: amounted to Rs. 37.42 lakhs. Items declared as 
scrapped were transferred to Scrap Account which has 
been credited with the realistions from their disposal." 

9.14. Tbe Committee desired to know whether any criterion for 
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declaring an item as dormant/slow-moving' has been laid down. 
The Company stated as follows:-

"The criterion for declaring an item as dormant is that there 
are no issues during the two years including the current 
year and no receipts during the current year. Items 
which have no receipts during the current year and 
year-end stocks exceed the years' consumption are 
regarded as slow-moving." 

"While it is possible to assess the total dormancy /slow-mov-
ing items, it is not practicable to determine dormancy / 
slow-moving items attributable to each one of the 
reasons". 

In this connection the Committee observed that certain items 
had become dormant and slow-moving due to-

(i) Items kept in stock against possible requirements of spares 
for equipments of earlier design supplied to the custo-
mers; 

(ii) spares for equipment and plant which would move only 
if and when they arp. required for use on particular items 
of plant and equipment; and 

(iii) "sale stores" comprising finished items kept handy for be-
ing supplied against customer reqUirements. 

The Committee wanted to know the value of items against (i) to 
(iii) above. 

In a post-evidence written reply the Management stated as 
follows:-

"Spares for equipments which are on the production lines 
of the Company are manufactured based on the custo-
mers requirements. In such cases, as a rule, there are 
no accumulations in the inventory. In respect of spares 
for equipments not currently on the production lines, 
certain spares are held in stock against likely demands 
from the customers. These relate mostly to Transmis-
sion equipments owing to the faster developments and 
change in requirements in this field. The value of such 
stores which can be regarded as spares kept for being 
supplied to customers in respect of earlier designs, related 
to total dormant stores is estimated at about 10 per cent. 
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The total value of items in Plant Stores as on 31-3-1972 amoun-
ted to Rs. 27.74 lakhs. In Plant Stores, the spares kept in-
clude also accessories received as part of machinery 
which are kept separately to be drawn only as and when 
required. There are also other spares purchased for 
maintenance and replacement. The number of items of 
spares and accessories not moved for 2 years as on 31-3-
1972 was 4738 valued at Rs. 8.61 lakhs. In relation to the 
total number of machines, viz .. 3046, the items of :;pares 
held in stock for use on maintenance and replacements 
and accessories retained in Plant Stores cannot, be con-
sidered as heavy. 

The value of items in Sales Stores as on 31-3-72 amounted to 
Rs. 19.48 lakhs. The value of Dormant St'CIl'es viz. for 
1151 items, was only Rs. 1.15 lakhs." 

9.15. The Committee note that the value of donn ant and slow-
moving stores increased from Rs. 234.4 lakhs at the end of 1967-68 
to as. 286.5 lakhs at the end of 1968-69. Though it came down to 
Rs. 166.55 laklis at the end of 1970-71, it again increased to Ks. 219.32 
lakhs at the .end of 1971l-72 representing 16.81 per cent of the inven-
tory. The Committee also note that the value of dormant stores 
alotie ranged from 12.3 per cent of the inventory in 1967-68 to 6.65 
per cent in 1971-72. The bulk of dormant and slow-moving stores 
was accounted for by the raw materials, MAX and Transmission 
Stores which have shown an increase of Ks. 48 lakhs from 1967-68 
to 1968-69 and again Ks. 46 lakhs from 1,970-71 to 1971-72. The 
Committee were informed that items had become donnantlslow-
moving due to frequent changes in the methods processes, design 
which had taken place in the factory especially in Transmission 
equipments. 

9.16. The Committee were informed that items had become dor-
mant and slow-moving due to frequent changes in methods, processes 
and designs which had taken place in tbe factory especially in 
Transmission equipment. The Committee also note that against the 
accumulations of Dormant items from the inception of the factory, 
stores of the value of as. 37.42 lakhs had been written oft. The Com-
mittee are concerned to find that while on tbe one hand shortfalls in 
production are attributed to the shortage of raw materials and 
Transmission Stores, and machinery and labour remain idle on this 
account, on the other. tbere are accumulations of dormant and slow-
moving equipment which are ultimately written oft. The Committee 
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recommend that purchase of materials especially Transmission 
Stores and Transmission Equipments which are suspectible to fre-
quent changes in design, methods, processes, etc. should be regu-
lated after a careful assessment of the requirements to avoid ac-
cumulation of stores over long periods and ultimately becoming 
obsolete or warranting written oft. 

They have been informed that ~ Committee had been appointed 
to review the stores declared dormantlslow-moving. The Com-
mittee hope that a careful analysis of the dormant and slow-movlftr 
stores will be made so as to segregate items which are really sur-
plus to requirements and action taken to dispose them of in the best 
interest of the Public Undertaking. 

C. Import Substitutior 

9.17. The infomlation in regard to the total number of items 
(raw materials and components) imported by the Company from 
year to year is not readily available. However, the number of items 
for which import of raw materials and components has been substi-
tuted during the last six years amounting to Rs. 348.S8 lakhs, is 
given below Division-wise:-

RAW MATERIALS 
Year 

M.AX CROSSBAR TRANSMIS- TOTAL 
SION 

No. of Value No. of Value No. of Value No, of Value 
items items items items 

2 3 4 5 6 7 8 9 

T966-67 10 3'23 1 0'47 " 0'97 14 4'67 

1967-68 2 20'01 2 20'01, 

1968•69 ~g,oo 12'00 2 40'00 

J969-70 9'00 311 '20 6'00 ~3'2 0 

1970-71 2 2''12 0'25 3 2'S7 

1971-72 3 1'74 3 1· 74 

18 (;4' 30 3 SO' 92 3 6'97 24 122' 19 
-_._-- ,_._ ... ----------.- ----_ .. _ .. _._---.- -~.--~--
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COMPONENTS 

1966-67 %6 %3'89 10 8'77 6 "38 4% 38-04 

1967-68 7 6'65 21 23'41 o'SS 29 30'91 

1968-69 2 0'03 9 26'07 0'01 12 26'11 

1969-70 12~ 24'75 , 4'56 131 29'30 

J970-71 23 35'09 100 17'20 .. 13'19 127 66'44 

1971-72 ' 00'09 10 10'24 IS 25'26 26 35'59 

59 65'75 27% 110' 44 36 49'25 367 %26'39 

9,16. The Committee desired to know the remedial measures the 
Managements proposed to adopt to do away with the continued 
dependence on imports and to ret:tify the' defective supply of raw 
materials, They also asked the Managemen~ to give details of such 
components which were being imported indicating the foreigp ex-
change involved annually in the import of these components. The 
Committee also desired to know how soon the Company was likely 
to become self-reliant in this respect. The Managements stated as 
follows:-

"Many of the items cleared for import are specifically required 
for telecommunication equipment and to dimensions for 
which generally commercial demand is too small and 
nobody in the country can be interested in taking up the 
requirements of ITI. 

Apart from this, ITI also imports components or sub-assemblies 
which are proprietary items of manufacture of the col-
laborators namely Mis, BTM of Antwerp The quantum 
and number of these items steadily decrease as correspond-
ing items are manufactured in ITl for which a specific 
programme exisits. At present,. import is restricted to 
components of Trunk Automatic Exchanges, Pentaconta 
Telex Exchanges and for a safety buffer stocks of selected 
components for which raw material supplies within the 
country is some what uncertain, 

ITI alia imports, on special licences microwave antenna and 
wave guides for use with the microwave systems manu-
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factured. and supplied to the P&T by ITI. IT! alsO imports 
special purpose electronics instruments on eapttal licences 
for the Research department and for supply to the P&T. A 
proposal has been made for manufacture of these instru-
lOents, the antenna and. wave guides, etc. in one of the 
new units of ITI to ,be set up during the Victoria Period. 

Indian Telephone Industries have a Resources and Utilisation 
Departmet whose main task is import Substitution. 
They undertake a study of .the specifications of imported 
equipment and material and see to what extent these can 
be brought in line with general specification for available 
material within the country. In case of special require-
ments, tbilPcontract indigenous supplfers, supply the 
necessary know-how and promote indigenous manufacture 
of material and components at present being imported. As 
a result of efforts in this department, ITI has lavael a 
foreign eocchange equivalent to Rs. 4.16 crores nIeUI"I"iDrI 
in the period from 1965 to 1972. These efforts aTe continu-
ing. With the establishment of Ancillary Units in Banga-
lore, import substitution is expecbed to be accelerated. 

While the pace of import substitution has heen fairly satis-
factory there is scope for improvement. One of the more 
important materials imported in large quantities by ITI is 
the Ferrite Cores used for Transmission equipment. ITl's 
annual requirement which is entirely imported is of the 
order of 10 tonnes valued approximately at Rs. 55 Iakhs. 
Even as early as 1963 IT! had sent a proposal for setting up 
manufacture of ferrites in collaboration with approved 
foreign manufacturers. This proposal. however, was not 
approved as research was in progress in the National 
Physical Laboratory at the time for estabUshIng indi-
genous know- how for manufacturing of femtes. After a 
lapse of nearly 8 to 9 years, indigenous manufacture of 
high permeability ferrite cores is yet to be set up and 
ITI's requirements are still being imported. There are hard. 
ly two or three firms in the world who have the competence 
to transfer lmow-how for manufacture of quality ferrites. 
tf m's proposal for setting up manufacture had been ap-
proved manufacture of ferrites within. the country would 
have started well before the present time. Even now It 
would not be too late to look for such collaboration in a 
VeJry limited but highiy specialised field where the foreign. 
exchange requirements would be only a fraetlon of the 
present value of imports. 

391 LS-9. 



.\ ,,AnotlB' ield of indigenous manufacture where progress has 
beeavery slowoompared to that in advanced countries in 
the field of in.tegrated circuits. There has been· a rapid 

.' ! ,advre.n.ce in the field of digital communication and even 
traditional areas, using analogue system ofcotnmunication 
have, be~ taken. over by digital cori\municatiol'lfor reasons 
of .reliability 8lld COit, .Integrated circuits, of various types 

, ~ are ,basic building blocks in diiitalcomnlunications as in 
'. ' otller ,~s~~~te fielcb like :(jomPUtef applipaijondesk cal-

'~,' ,',,' Fulators,electronic e:l(changes etc, U nleis the' gap in this 
field is made up by crash effort in establiahingindigenous 
mB:B-~acture, SY~ produced in the country would be 

r o\l.,tdated and. obsole. te even before th~ p. in the field, 
unle$& we resort to large, scale irnpotY'involving valuable 

I" , 
foreign exchange." 

': 9.19: lfhettems cleared for import and their annual value is indi-
caed "'below=- ' • I 

I. Nickel siiver 

. ,z. Ferrite c;;ol'e8 

,: "), ~t~ and ,Wive auide at Accenories 

4.JlteedRelayfi 

,,: Hiih P~eab~lity Lhnina~ioD8 , 
~ Connccto~, ,.')' . I, • 

" . 

. " 

7. RbIgiag Machblel, Rlft_ Dynatnotofl/ Convertors 8rkrSpareS 

8, A~uminiurn' Ailoy Tube 
Ii. '. I . 

. ': '. ,9, ~n~ph.~f BrQI1~ S~~$It/Strip/Wire&/T.ube~ 

';r lQ',' "i~eIi If,.. ~~, ;' " !, r.: 0, "' 

,,(R •. in lakhs) 

j ~5' 00 

55'00 

43'00 

u'oo 
I' 2.0 

2.'10 

2.'80 

il; . TliiMd '1tn._ Wire' ,; '" .,' .:~ .. '" '! 'l" " •.. 5,60 

I., piiyadars)lipiReceiver Magn~ts . 
.' ,-., • .' ., r' t r " I ',~ 

~" ,.l,. ~~iver Mapel 
,. '14. VarutOn PVAB. , . 0 0, 

.. ,- I-S.' ~pP.:rClad ~a~aIGlaS8 Expoxy-' 

.' r 

, . 
" 

I,' 

1'40 

1'10 

0'30 

3'50 

•. • I • " 

,-,"-,-----------' - --------'--~- -------rr---
: 1Tbe value of items indicated ag~inst} ~~ .. 7 abo~e ,am~>un~s _ tR 

about 94 pet cent of the total). ; 
," 
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9.20. The Committee note that the Company has aehieved import 
substitution of raw materials and components to the extent of 
& 348.58 lakhs from 1966-67 to 1971-72. As eoneeded by the manage-
ment themaelves, "while the pace of import substitution has been 
fairly satisfactory, there is scope for improvement." 

The Committee find that the Company is still importing 296 lakhs 
worth of materials annually. One of the more important materials 
imported in large quantities by ITI is the ferrite eor. IIlIed for fran!!-
mission equipment, the annual requirement of which is of the order 
of ten ton,. valued at approximately &. 55 lakhs. In this connection, 
the Estimates Committee in their 103rd Report, Third Lok Sabha 
(1965-66) had obser. that, " .... though two firms were licenced in 
August, 1963, and July, 1964 to manufacture soft ferrites with the 
process developed by National Physical Laboratory, they have yet to 
go into full production, thus necessitating import of soft ferrites in 
addition to their production departmentally by the National Phy-
sical Laboratory. The Committee recommend that National 
Research Development Corporation should ensure that the parties, 
who are granted licences for commercial exploitation of the CSIR 
processes, actually adhere to the stipulated schedules for commer-
cial production an.d that the production targets are adhered to by 
them in actual practice. 

9.21. The Committee should think that since soft ferrites can be 
manufactured with the know-how developed by National Physical 
Laboratory there should be no occasion for allowing foreign col-
laboration for manufacture of this variety of soft ferrites. Effec-
tive measures should also be taken to ensure that production of soft 
ferrites is commenced immediately lty the firms concerned, with 
the National Physical Laboratory process, in order to meet all 
internal requirements so that the import of soft ferrites and depart· 
mental production by National Physical Laboratory could be stop-
ped as early as possible. 

The Government in their reply to this recommendation stated 
that the licences issued to these two firms became effective from 
1·4·64 and the firms had gone into production from 1-10·65 and 
15-9·65 respectively. One of these firms had also asked for expan-
sion of its unit and a letter of approval had been issued. In addi-
tion, licences to three more firms had also been issued. From the 
above it would appear that 5 firms are engaged in the manufacture 
of ferrites based on the know· how developed tty the Nation.al Phy-
sical Laboratory. The Committee see no reason why in spite of the 
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inditfeaoUs DUUlufacturersia ,the field, tbislNasie raw material should 
be coo.tin~d to; be imJ&l'ted, at the, expease tOf preeicnl8 foreign 
exch~nge of Rs. 55 Iakhs pel' annum. T~eCommittee strongly urge. 
that the Compaay should tap the, indi&,eaous resources in the fiehi 
and meet their requirements instead of importing· them. 

9.22. The Committee also note that another field of indigenous 
manufacture where progress bas beeD very slow eompared to that 
in advanced countries is in the field of integrated circuits. Inte-
grated clrcllits of various types are basic lluilding blocks in digital 
communications as in other associate fields like computer applica-
tion1 desk calculators, electronic exchanges etc. The Committee 
need hardly stress that a welJ considered .sh programme of 
Research and Development for establishi,ng liidigenous manufac-
ture in this promising field should be implemented so that the ITI 
llnd other concerned pu1tlic undertakings can exploit this latest 
technology in their production programme 



X 
FINANCIAL MATTERS 

A Capital structure 

10.t. As on 31st March, 1969 the authorised capital of the Com-
pany was Rs. 500 lakhs (divided into 5,00,000 equity shares of Rs. 100 
each) and paid-up capital was Rs. 466.82 lakhs. 

The authorised capital of the Company was raised to Rs. 800 
lakhs in 1969-70. As on 31-3-1971 and 31-3-72 the paid up capital was 
Rs. 494.61 lakhs. 

The position as on 31-3-1970, 31-3.-1971 and 31 ... 3-1972 is indicated 
below: 

A uthorised capital 

Paid up capital 

(Rs. in lakha) 

31-3-1970 31-3-1971 31-3-.197 2 

800'00 800'00 800'00 

The paid up capital of Rs. 494' 51 lakhs has been contributed by:-

For For Total 
cash consideration 

Government of India 322'98 59'59 382'57 

Government of Mysore . 31'25 31'25 

Automatic Telephone & Electric Co. Ltd. 
U.K. 10'64 6'67 J7'31 

International Standard Electric Corporation, 
USA 39'67 23'8J 63'48 

404'54 90'07 494'61 
----. 
NOTE: In advance of Rs. 23' 83 lakha was received from Government of India in March, 

1970 and s~es were allotted in 1970-71. An advaDcC of RI. S· 39 lakhs was 
received from Government of India In March, 1972 and shares were anotted in 
1972-73-

10.2. In addition, Government have, from time to time· sranted 
loans to the Company against which Rs. 205.90 raIths was outstanding 
on 31st March, 1972. In terms of the Agreement with ISEC in respect 
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of the Crossbar Project. the Com.pany obtained $1,000,000 dollar as 
loans (guaranteed by the Government of India) in three insLalments 
and an amount of Rs. 75.05 lakhs (post devaluation) was outstanding 
as on 31st March, 1972. 

The Company also obtained supplies for the Crossbar Project on 
deferred credit from BTM. The amounts of 'deferred credit' obtain-
ed from BTMfor the Crossbar Project were: 

Main credit . 

Supplementary credit 

For Tools & Components 

333' 21 lakhs 

56'31 lakhs 

60'00 lakha 

449' S2 lakhs ------_._-------
Out of this, the amount outstanding as on 31st March, 1972 was 

Rs. 227,73 lakhs. 

The debt equity ratio (including deferred credit) as on 31st March, 
1972 was 1.03: 1. 

The working results of the Company for the period from 1969-70 
to 1971-72 are as follows:-

(Rs. in !alths) _._-_ ... _--- .--.. ---.------.--. 
1969-70 1970-71 1971-72 

Profit before tax 309'82 380'99 S03' 19 

Tax provision . 160'00 19S'00 260'00 

Profit after tax 149'82 18S'99 243'19 

I, PcruntoI. of profit Nforc tax 

To Sales (iucluding recoveries in respect of ser-
vices) . 14'5 14'7 15'0 

To aross fixed a .. eta 27'1 32'2 39'2 

To capital employed 16'1 17'9 17'0 

1, Percentage of profit aftn tax 

To net worth Il'7 13'5 14'2 

To equity capital 32'1 37'6 49'2 

To capital employed 7'8 8'8 8'2 
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11U~Th.Commlt1ee aotethat 88 on 31st M.reh,rtn a' sum'of 
1;.BII.'_ .• ~ ... s owtstaa4bie' fowarth'1oenSfrom Go"~ of 
rJladia .... lSII'.(!, New York. The COIIUIIittee-aiao ',nOte ttaa'-''the 

- · ... out 8ut8tandi .... &piUst deferred eredb'fts '1tk.2fl';'J!'lakhson 
that date. 

The. working results of the Company are indicative of ,~ ~Ithy 
", ~D.nebl.'Positlon. ·tD View . of this thetommittee hope ~ ,it ,~uld 

be possible lui p'e" COmpany to wipe off .. its outsblndin, loans 10' tliat 
. 'paymtftit :of'bJtereSt charges thereon i~ avoided. . 

.' .', ~ ;.. I . , " • 

B, Profitability: Analysis 
; 

10.4. The. table below indicates the profits of the Company for 
the last six years:-

(Ra, in laths) 
-.-.------ ------_._- -----~ .. ----.---- . -. - --- --- ---.-----~ 

1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 

. '\ 

383'29 309'82 38~'99 (I) Profit be,fore tax • 259'47 348'92 SOi'l9 
I . 

(u) Tax provilion l27' 50 _ 21°'00 J96'00 . 160'00 . 195'00 (. ·:J600·00 

(iii):. PrOfit after tax 131'97 - 15"3'29 152'92 149'S2 IS',· 99 243'19 

(W) Ptrce= ~f 
PrOfit 'e tax 

(a) To sales (in- "\' cludina ~ .. -
ries iQ,respect of 
services) '. ' 

, 
16'-2 18'9 16'4 I~'S 

.. .. 
14:.7 IS:'fl 

(b) To gross fixed 
assets 27'1 36'8 31 '6 27' 1 32'i' :" 39'2 ; .', .. '" " 

" - (c) To ca~ital em-
·16·t 

'-, 
. ployed'. '. "14'0 zo'7 zo·o 17'9 . )7' 01 

... (flY Percentage of Pro-
\, 

_1 fit after tax 

.' (a). To:Net worth 16'3 16'S 14'4 12'7 13'S 14'2 

.. ' .(.) To •. Equity 
.. ','. Capital. . 32'8 37'6 28'3 32'8 32'1 49'2 

(c) To capital em-
ployed '. 7'1 S'3 S'8 7'S 8'8 8'2 

10.5. (1) The rates adopted for billing supplies to the P. & T. De-
partment in respect of stabilised items [product of MAX and T1"8Ds-

-mission Divisions-(a) major portion)] are based on standard costs 
with a 10 per cent profltnurrgin and the same aretr~tetf:ils' final. 
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N~-stabWaeditlmls (Crossbar eq\lipment, .Deveiopment t1eJal and a 
sDu.u portion of 1)'a~i$ema).Ke pri(led Oft thelNla1.l "actual 
cost plus 10,per ~ent. Th~ salea to non-P. & T. ~stom~ &De .,.. ... n-
ed by fixed quoiations which include profit IDtM'IiB at certain per-
centages over and above th! selling prices charged to tile P. itT. 
(without any escalation). 

~ the. basis of·the. above· pricing. po~icy" .U1e cost .variAJ~wp ~n 
"StabtliJed ltems·1s retained by· theComPan;ya~ fo~ the JlQa-stabilis-
-ed 'ftems, adjustment is made with the P. & T, ~t, The 
overall cost variation (including profit element) retained by the 
Company in respect of stabilised items (both for P. & T. and non-
p, & T, customers) amounted 10:-

Both NOD-
P&T P&T P&T 
and 
non-
P&T 

1966-67 49'66 40'21 9'''' 1957-68 134'77 II4'24 30"3 
1961-69 32'48 2,'<)0 7",,8 
1969-70 34'00 } Debits (m~ reduction ot 
1970-71 26'00 fits to the Com-

paIJ¥), 

The net amoWllt of Cost Variation on non-stabi1iaed itelllM for the: 
year 1971-72 was a debit variations of Rs, 2.75 lakllsrecoverable from 
the p, & T, Department. 

The Management have stated that the total profits earned by the 
Company from p, & T. and rum-Po &l T. customers on the pNducts 
of MAX and Crossbar Divicions during the last five years were as 
follows: ...... 

1~7-68 
1968-69 
1969-70 
IfJ7fY11 
.5171-12 

Year 

{lb. iDlUh 

·P&T ·Non-
P&T 

1,2 82 
148 13.4 
143 167 
112 303 
250 al2 
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10.6. (ii) The Company prepares Manufacturing and Trading· M-
count for all the pr()dUcts together. No sepante DWlUfactaring and 
lramn, accounts are prepared for its maJn Divisions viz. MAX.Trans-
mission and Crossbar. with the result that the efficiency of each 
Division could not be examined in Audit. 

10.7. The Com.mittee were informed that only proforma manufac-
turing and trading accounts were being prepared separately for:MAX, 
Transmissi:on and. Crossbar projects. Asked about the divisiQD-wise 
working results according to the proforma Manufacturing a.nd Trad-
ing, Accounts for the last five years and also the periodicity of pre-
l>8ration of the proforma accounts, the Management furnishedciWi-
sion-wise working results (gross-profits) on the basis of the proforma 
manufacturing and trading accounts as given below:-

(RI. in Iakhs) 

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

MAX Tran. CB Total 

1967-68 254'88 68·66 28·60 352'14 

I96I1-4S9 211' 77 66' 16 25'82 303'75 

1969-70 184'65 47'07 36'34 368-06 

1,910-71; 78'93 .u8· 34 3S' 27 343'54 

NOTB : This wu purel¥ ",tistDl, ad the profililbility 1"tikc::IDd uader em dMdoftwu 
based on project-wise classification made on certain allocation basis and certain 
common stores having been .taken u~r MAX Division. 

Preparation of the proforma accounts is being done yearly. the question of more 
frequen( preparabon is undez consideration. 

10.S. The Coli'lmittee wanted to know the main reasons for the 
declinem profits during 1968-69 and 1969-70. It was explained that 
the main reasons for decline in profits during 1968-69 were due to:-

(a) The impact of arrears of additional dearness allow8l1ce 
and expenses related thereto based on the decision given 
by the Supreme Court. 

(b) Tools and Guages charged off 'Ix> revenue and during 
1969-70: due to impact of revised wage-structure given 
effect from 1st January, 1969. 

10;9. ~e Conun'ttee recret to note that 00 the basis of the pric-
iDe polie, followed by the Company ia respec!t of st.bilhed items, 
debits to the edent of ... M·1atdls aDd 86. !8 lakhs during "'8-70 
uuI mo-71. reapeetivel)' were retained by the Compu)' NSultiDr 
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in reduction of profits. The Committee, therefore, sUg&est that the 
Management should take effective steps to secure economies in ~osts 
so that those do not over run the prices to be paid by the P.&' T. 
Departmeu.t. " , ' 

10.10. The Committee also regret to note that there bad been a 
declining trend in the profits 'of the Company during 1968-69, and 
1969-70 although the profit showed a slight increase in 1.910-71. The 
Committee were informed that manufactUring' and trading accounts 
were prepared. for aU the products together and not separately for 
its main divisions-MAX, Transmission and CrOS$-bar, 'with the result 
that ftIlancial results of each of the divisions could not be accurate-
ly assessed. The Committee are surprised that the~e should ha~c 
been such a lacuna in the maintenance of accounts so far. The 
Committee feel that in the interest of identifying the deficiencies 
in the working of the different divisions of the project, separate 
manufacturing and trading accounts should be prepared for each of 
the main divisions to ensure rectificati~n of such deficiencies in time 
and to achieve greater efficiency and economy in operation. 

10.11. The Committee note that the question of preparation of 
the proforma accounts more frequently (now being prepared annu-
ally) is under consideration of the Management. The Committee 
hope that a system of preparing the proforma accounts more fre-
quently will be introduced soon so that the division-wise working 
results are made known to the Management from time to time. 

C. Dividend 

10.12. The following table indicates the rates or dividend paid by 
the Company during the last 6 years ending March,. 1972: 

(Ra. in laldls) 

1966-67 1967-68 1968-69 1969-70 J970-71 J97J-72 

Rate of dividend 7t% 8i% 10% 10% 121~1" 12i% 

Amounts paid: 
(i) Go"t. of India 26'01 30'49 35'87 35'87 47'66 47'82 

(ii) Govt. of Mysore 2'27 2'66 3' 13 ' 3' 13 3'91 3'91 

(iii) A.T.B.· 1'25 1'47 1'73 I' 73 2' 16 2' 16 

(iv) I.S.E.C.·· 4'24 5,06 5'95 5'95 7'77 7'94 
" 

33'77 39'68 46 '68 46 '68 61':50 61'83 

NOTB.~ : ·The total payment alter deduction of Indian taxes IIw-iog the; six,. year. fzom 
1966-67 to 1971-72 amounted to [. 43,130' 17' 5' ' • 

• • The total payment after deduction of Indian taxes durhlg the six years fI't'ltn 196io;~67 
to 1971-72 amounted to • 3,62,686' 73. 
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1969-70 1970-71 1971-72 

Net aCler tax ·1' 31 1 '63 1'63 lakhs 
({, 7222) ({, 8698) ({, 8676) 

··4'49 5,87 5'87 
($59232) (877720) (873752) 

10,13. The amount of Dividend paid to Mis, International Stan-
dard Electric Corporation, New York alone from 1964-65 to 1971-72 
was as follows:-

Year 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Gross Tax 
amount of deducted 
Dividend at source 

declared 

Rs, Rs. 

80,961 42,806 

3.17.009 79,252 

4023,61 7 1,03,786 

5.05.954 1,23,959 

5,95,240 1,45,834 

S,95,240 1,45,834 

7.77>496 1,90,486 

7,93,475 1.94,401 

Net 
amount 

paid 

Rs, 

38.155 

2,37.757 

3.19,831 

3,81.995 

4.49>406 

4049,406 

5.87,010 

5,99,°74 
----.-.-

D. Credit Control 

10.14. The followillg table indicates the credit allowed and the 
credit enjoyed by the Company as at the end of the last six years 
ended in March, 1972:-

(Rs. in lakhs) 
------------------------- ---_.-

As at 

31-3-67 31-3-68 31-3-69 

A. Credit AllorDed: 

(i) Sundry Debtors (net) 326 '38 335'83 S29'50 

(n) Trade advances (other than on capital account) 101'49 147'46 52'43 

427'87 483'29 581'93 
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B. Cr,dit enjoyed : 

(i) Trade dues and other IiabUitiea for expenaes 
(other than on capital account) • 66'02 92'92 

(ii) Cash credit 457' 55 258, 12 

(iii) Refunds due to P&T 328' 23 456' 35 

81'36 

57'96 

384'21 

851'80 807'39 523'53 

Excess of credit allowed over credit enjoyed (A-B) (-)423'93(-)324'10 (+)58'40 

31-3-70 31-3-71 31-3-72 

A. C"mt allOfl)ed: 

(i) Sundry De.bton (net) 531'74 489'69 772'42 

(n) Trade Advance(other than on Capital account) 52' 13 74'42 191' 54 

583'87 564' II 963'96 

B. Crlmt ,njoy.d: 

(i) Trade dues 105'39 127'31 235' 18 

(ii) Advance from customen 74'45 127'84 107'31 

(iii) Cost aedit 56 '43 91'60 498'57 
(iv) Refunds due to P&T 64'94 5°'71 

301' 2.1 397'46 841' 06 

Excess of credit allowed over credit enjoyed (A-B) 2.82.'66 166'65 122.'90 
.~-------

It will be seen that the credit enjoyed by the Company was more 
than the credit allowed as on 31st March, 1968. The position has, 
however, been reversed in subsequent years. But for the retention 
of "refunds due to P. & T." the credit allowed by the Company would 
have been more than credit enjoyed as on 31st March, 1968 and 31st 
March, 1989. 

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

(Ra. in Luhs) 

Total book debts Turnover Percentage 
As. on debits of 

Considered Considered turnover 
good doubtful 

31-3-1967 326'52 0' 14 1,601' 53 20'4 
31-3-1968 336'22 0'39 2,033'23 16'6 
31-3-1969 529'90 0'40 2,124'74 24'9 
)1-3-1970 529'90 1,84 2,137' 39 24'8 
31-3-1971 489'69 I' 36 2,593' 59 18'9 
31-3-1912 772',p 3·38 3>350'50 s3'OO 
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The . sumiry debtors represented about 2.8 months' turnover in 

1971-72 as against about 2.27 months' in 1970-71, about 3 months' in 
1969-70, a!bout 3 months' in 1968-69, about 2 months' in 1967-68 and 
about 2.4 months' in 196&-67. 

The details of the debts outstanding for more than one year a~ 
011 31st March, 1969 are indicated below:-

Debts outstanding for more than ODe year but less 
than 2 years' . . • . . 

Debts outstanding for more than 2 
than 3 years • . . 

years but less 

Debts outstanding for 3 years and above 

(Ra. in lakhs) 

Government Government Private 
Departments CDmpanies Customers 

20'00 3'08 4'66 

8'00 0'78 0'24 

9'06 1'96 0'07 

The details of debts outstanding for more than one year as on 
31st March, 1971 aTe given below:-

(Rs. in lakka) 

Government <kwetnmerat p,WIte Toul 
DepartmeQts Companies Customers 

Debts oat1ltaDdmg for more than one 
yaar but less than 2 years . 26'33 3,64 S'U . 3S' I" 

Debts out.tanding for more thaa 2 
years but less than 3 years 7'83 2'31 o'oS 10'19 

Debts outatllAdins for 3 years mel 
above 

8.40 1.86 

42'56 8'99 7.13 57'ti8 

10.16. The Committee pointed out that against the turnover of 
Rs. 2591 lakhs on 31st March, 1971 the total book debts Qf the Com-
pany amounted' to Rs, 489.69 lakhs (18.9 per cent) and asked 
the reasons for the delay in realisation of debts due to ITI, and also 
whether thoee debts were realisable. The Management stated in 
this respect as follows:-

"Out of Rs. 489.69 lakhs debt as on 31st March, 1971 RI>. 450.2 
lakhs has since been realised by 31st March, 1972. The 
bulk of the outstandings relate to supplies made to Rail-
ways Rs. 14.96 lakhs, Overseas customers Rs. 6.19 lakhs. 
The outstandings with the Railways' are being pursued 
vigorously. The delay in realisations from Overseas 
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customers is due to the fact that about Rs. 5.28 lakhs is 
not yet due for payment under the terms of the contract. 
The latest position of these outstandings as on :Ust March, 
1972 is Rs. 17.19 lakhs. Details of private customers are 
Overseas customers Rs. 5.28 lakhs referred to above and 
8l¥>ther Ove:reeas customer Rs. 0.65 lakhs and an Indian 
customer Rs. 0.26 lakhs. These outstandings are expect-

e.d to be realised and are not to be treated as bad debts 
for being written off." 

10.17. The Committee enquired the reasons for non-realisation of 
debts outstanding for more than one year and asked whether there 
were any disputed cases. The Management stated in reply that the 
bulk of the sales for which payments were outstanding related to-
supplies made to Government Departments. The delay in realisa-
tion was mainly due to the need for observance of several formali-
ties at the customers' end such as provisions in sanction budgets, 
documentation of receipts, issue of Government sanctions for varia-
tions in prices etc. It was also stated that there were no disputed 
cases. 

10.18. The Committee note that against the turnover of Rs. 2594.58 
lakhs the total book debts of the Company was Rs. 489.69 lakhs 
(18.9 per cent) and out of the latter, Rs. 75.68 lakhs relate to debm 
outstanding for more than one year. The Committee regret to note 
that the bulk of the sales for which payments were outstanding 
relate to supplies made to Government. The Committee expect that 
payments outstanding with Government Departments should have 
been followed up at the highest level and vigorous steps should be 
taken for their realisation. The Committee suggest that to have a 
deterrent eRect on avoidable delays the feasibility of charJPng inter-
est on delayed payments may be examined. The Committee also 
suggest that the procedure for billing and settlement of formalities 
should be shjctly followed to ensure that in no circumstances pay-
ments are allowed to be outstanding for more than 2 months. 
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SECOND TRANSMISSION FACTORY AT NAINI, ALLAHABAD 

11.1. Besides the factory afBangalore, the IT! set up without a~y 
outlJide collaboration but with the. know-how developed and avail-
able in Bangalore, a second factory at Naini, Allahabad (U.P.) for 
the manufacture of long distance transmission equipment (Electro-
nics) for 12. 8 and 3 channel systems at a capital cost of Rs. 2.5 crares. 
The factory would also produce' equipments for defence at a later 
stage: 'The Detailed Project Report of this project was sanctioned 
by Goternment in October, 1969. The estimated capital rost of the 
unit ,was Rs. 248.60 lakhs with a foreign exchange component of 
Rs. 151.38 lakhs. A plot of 18.l.d measuring 175 acres on the Mirza 
Road At Naini was allotted by the State Government of U.P. for this 
factory. 

, 11.2. According to the provision in the project report, the ulti-
mate annual capacity is for production of 11 types of equipment for 
approximate sale value of Rs. 6.5 crores. The factory is scheduled 
to,r~ach 1:hisc~pacity in 1973-74. 

The project was to be completed in 3 phases as follows: 

1St phasc 

2nd phase 

3l"d pha5c, 

April, 1971 

April, 1972 

April, 1973 

,<Il.3. 'fheestimates of the project originally approved by Gov-
er~ip.ent in OCtober, 1969 are being revised. The revised estimat~s 
are forRs. 340.53 lakhs against original sanctioned estimates of 
Rs. 248.60 lakhs and have thus exceeded the original estimates by 
37 per cent. It is stated that the revised estimates after approval 
by the BQard would be submitted to Government before the end of 
tlle-. year. U is also &tateci· that the revised estimates may not affect 
tNt 'economics of the pcoject appreciably. 

'11.4. During evidence the Secretary of the Ministry stated as 
fo1lo\v~:- ' 

" 
"In, Naini, there ·are actually two units-transmission factory 

--I '" _. . .... j 135 
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and the instrument factory. As far as the transmission 
factory is concerned, there is no great delay. In the in-
dustrial licence, there is a serious delay." 

"In getting industrial licence, the ITI submitted application 
to the Ministry for industrial licence in May, 1970 and 
decided to refer to the Department of Electronics and we 
finally got the licence in April, 1971." 

11.5. In a written reply. after evidence it was stated that the con-
tract for civil works was awarded in February, 1970. The work was 
started in June. 1970. The building has since been completed and 
the plant and machinery were under in5tal1ation~ However, produc-
tion was started in October, 1971 in the store-sheds and production 
of 1Z Channel Carriers undertaken by assembling the components 
received from Bangalore factory by the operators, recruited at Naini. 
The production in 1971-72 was Rs. 1.66 crores consisting of 550-12 
Channel Groups. ' 

The preliminary production planning, ordering and receipt of 
plant and machinery, recruitment and training of officers and staff 
continued during 1971-72. 

11.6. While the Committee are happy to note tbat the Seeond 
Fadory for manufacture of Long Distance Transmission p,quipment 
was started in Naini without any outside collaboration, they depre-
cate tbe delay of 2 yeu8, in even applying for an industrial licence 
for the project sanctioned in 1968. The Committee find that Gov-
emment took another one year for granting tbe licence. The Com-
mittee are constrained to observe tbat sucb delays defeat tbe very 
object of startin, a second transmission fadory to aUiJDont their 
production. .... 

The Committee note that the estimates originally &anen.ned in 
1968 for as. m.lo lakhs "ave sinee been reviled ud the revised 
estimates for Rs. 340.53 lakhs are to he put up to Government f. 
approval. The Committee expect that Government would critically 
go into the reasons for the excesses over the original estimDtes aM 
take prior approval of Parliament in case of substantial revisiOD. 
Tbe Committee would like in this eeaaectlon to draw attention of 
GovemmentfITl to para 5.18 of the Sixty-sixth Report of the Com-
mittee on Public Undertakings (Fourth Lok Sabha). 
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CONCLUSION 

12.1. The Conunittee have found that no serioua effort had been 
:made to deterIT\.i.ning precisely the capacity of the .MAX Ilnd Trans-
mission Divisions from year to year. The target~ and actual pro-
·duction had been indicated in the Traruunj.asion Division in 
terms of v~lue. alone. They. have also found that there 
was no clea"r-cut yardstick available to the Management for 
evaluating the efficiency in praduption perforJ1l8.IWe. The Com-
mittee have, therefore, recommended that the company should make 
an accurate assesiment· and fix ~ for ev~uaUng the performance. 

12.2. The. Committee have found that, on the one hand. the Man-
:agement had stated th,t the production schedules were prepared 
taking into account the availability of machines, equipments and 
also the forecast of the orders, on the other hand the Management 
had attributed the shortfall in production to the fixation of targets 
deliberately at a higher level as a measure of incentive for higher 
·production. 

12.3. The Committee have also found that sales performance of 
the Company revealed that the Company had failed to achieve 
the budgeted salM from year t~ year mainly on account of non-
achievement of quantitative targets. In some years the original 
targ'ets fixed for some items by the CompRny had exceeded even the 

·capacity stated to be available. Even the revised targets were found 
to be in excess of the available capacity in some cases and the actual 
production fell far short of targets as well as available capacity. 
The Committee have, therefore, concluded that the targets were not 
being fixed on rational and scientific basis. The Committee have 
observed that fixation of targets at a higher level earlier and slash· 
ing down later is not a healthy practice in production planning 88 
it gives a misleading picture of the performance of the undertaking. 
The Committee have stressed that all out effi:>rts should be made to 
fix the targets on a more rational and scientific basis taking into 
consideration all the factors concerned with production and the 
'Company should take adequate steps to ensure that the targets are 
:actually achieved. 

12.4. The Committee have found that the actual production ge-
ner~ly fell shO.l't oJ the targets both in the MAX and Transmission 
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Divisions from 1966-67 to 1970-71. While the Company had already' 
taken measures toward off delays in abtaining import licences and 
to see that supply of indigenous components were received well in 
time, the labour efficiency had declined from 105.9 per cent in 1965-
66 to less than 100 per cent in 1971-72, although the amcIUnt of la-
bour incentives both direct and indirect showed an upward trend 
from 1965-66 to 1967-68 and again in 1971-72. Out of 31 shops, now 
functioning 5 shops had not attained 100 per cent efficiency at any 
stage while 7 shops had fallen below I()O per cent efficiency from. 
1969-70. The Committee have observed that while the expenditure 
on labour incentives has increased, the efficiency has actually come 
down thus causing shortfall in production. The Committee have-
noted that according to the Management, certain modifications 
would be called for in the incentive Scheme already in vogue. The-
Committee have recommended that the Management should finalise 
the modified scheme without any further delay ensuring that the 
modified scheme does not have adverse effect. The Committee 
have also suggested that the Management shOUld consider relating 
labour incentives to productivity so as to improve the efficiency and 
achieve better production performance. The Committee have also 
suggested that the reasons for decline in effiCiency in the 7 shops 
should be gone into and suitable remedial measures taken to im-
prove their efficiency. 

12.5. The Committee have found that the catalo.£!Ue suppHed at 
the time of entering into agreement with BTM in May, 1964 for· 
special machines, tools and test eqUipment and eqUipment units did 
not contain many items ordered by the Gmnpany with the result 
that the Company had to obtain e supplementary catalogue in 
December. 1966. Even the original and supplementary catalogues 
together were not found exhaustive and cons~uently, for items re-
maining uncovered, pricing details were ~btained as and when ne-
cessary. The Committee were at a loss to understand as to why the-
specifications required by P&T could not have been settled well in· 
advance of concluding the agreement with the BTM. 

The Committee have regretted that the matter regarding esca-
lation terms applicable to the items covered by the supplementary-
catalogue and later quotations was still pending settlement and> 
only proviSional payments had been made for the supplies received. 
The Committee have round that the escalation terms prescribed in 
the supplementary catalogues were also different from the originar~ 
The Committee have failed to understand as to why the terms and 
conditions of purchase could not be settled in advance and why 
orders against different catalogues and quotations were not placed 
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separately and how payments therefor were regulated especial}T 
when the escalation terms for supplementary catalogues and later 
quotations were different from the original. 

The Committee have urged that supplies against the different 
catabgues and quotations should be segregated at least now and 
terms of escalation and payments therefore finally settled without 
delay. The Committee have also stressed that the terms and condi-
tions of purchases should be settled well in advance of placing the 
orders so that the Management may know the exact contractual 
liability and financial implicati-ans to avoid disputes at a later stage. 

12.6. The Committee have found that the agreement with the 
BTM which was to have expired on the 21st May, 1971 was ex-
tended first from May, 1971 to May, 1972 and again from May, 1972: 
to May, 1973 in spite of the problems of production as well as in 
the maintenance of cross-bar exchanges supplied by the CC1llabora-
tors. The extension was for the removal of certain deficiencies in 
the equ:pnent particularly in design most of which relate to de-
fective spark quench corrosion of certain parts due to climate con-
ditions, circuit defects and common control equipment, etc. While 
the Committee n(lt~ that the cross-bar system of tel£communica-
ti-J'ns is m:dern in design, concept and utilisation, they are const-
rained to point out that the type of cross-bar technology for manu-
facture in India has been found in actual practice not to be fully 
suited to our conditions. The Committee have failed to understand 
how such a serious shortcoming crept in when a technical team of 
senior officials had gone round different C()untries to examine and 
reC':Ymmend the most suitable type of cross-bar equipment for manu-
facture in the country and why such an essential pre-requisite as 
periodicity of calls was not identified in detail and the special fea-
ture of Indian conditions kept in view while selecting the collabora-
tion for the cross-bar equipment. At the time of preparing the 
Detailed Project Report, these features sh-:)uld have been gone into 
in detail so that the type of cross-bar exchange and the eqUipment 
which was manufactured really suited the Indian conditions. The 
Committee have desired that the reasons for not keeping in view the 
peculiar conditions of Indian telephone operation while deciding 
foreign collaboration and later not rectifying this SE!'l'ious omission 
even at the time of preparing the detailed project report sh'Ould be 
gone into and responsibility fixed. 

12,.7. The Committee have desired that the cross-bar eqUipment 
already installed should be systematically rectified and the Com-
mittee informed whether it has, in fact, now been able to achieTe 



1" ""nAed capacity in' aetual operatUm.. The C01Mtitteewtmld' a1lo 
J6ke ITI to confttm that theCMII&-'bar ~lI1ipment ndW ~g mattu-
factured at least conforms' tb the Ii1dt8n' requirements and' ~ free 
fr,om the defects which had earlier depr~d its operating capacity. 
dficiency. z . 

1~t8; The Comrntttee M:Ve stJ.gg~ed that Government should 
analyse in detail the shbtt~itIgs and handicaps which had been 
expettiehced in selecting this foreign collaborati:~ and in subse-
qUent operation so as to learn the requisite lessons and advise all 
Public Undertakings how to aVoid such pitfalls in future. 

12.9. The Committee have observed that the Company had pre-
par·ed a revised estimate ·only after the cross-bar project had been 
fully set up in 1968 and submitted it to the Board of Directors in 
June, 1970. The Board approved and submitted to Government the 
revi.ed estimate after more than one year and the revi&ed estimates 
were sanctioned by Government in 1972 after another 10 months. 

The ~tt~e have expressed thelr regret on the laxity ;f 
fltHn1cial control &th on the part of the Management and Govern-
trient in having allowed the Company to continue to incur expen-
diture on the project without a Revised Estimate being prepared 
and apprtrved by competent authority. The Committee have stress-
ed that the Revised Estimate should have been prepared and got 
sarti:tiot1ed when there was the slightest likelih()r()(} of the estimates 
~g exceeded ahd n()t after the pl'!1ject was fully set up. 

The Committee have recommended that the procedural delays 
and various lapses wh'ch have caused the delay in the preparation 
and sanction of the r~v;sed estimates should b~ investigated and 
respo~sibility therefor fixed. 

12.10. The Committee have found that though the project esti-
mate envisaged the manufacture of local exchanges, trunk ex-
change, Rural exchange. PABX's concentrator line units for use 
with step by step equ;pment and pentaconta equipment, no time 
schedule was laid d'Jwn either in the agreement which was to run 
till M·w, 1971 or in t,e Project Report or by the Company for 
taking up the production of these items individually. 

The Committee have observed that hRd a time schedule of manu-
facture of the different exchanges been laid down in the agree-
ments and designs for all the types and pr::r1x>types of all kinds of 
exchanges been done according to the schedule within the cur-
rency of the agreement, any defects'deftciencies in those areas would 
have come to their knowledge in time, before the extension of the 
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·ageement with the coHab'.:>rators was decided upc)D. The Com-
Mitteehave urged that even now it is not too l~te lpr tb~ Govern-
meat to take steps to {!omplete the trial of prototype Rural ex-
ehanges to assess their perfonnance within the extended period' of 
the ,agreement. 

12.11. The CQmmittee have .expresse,d their regr.et that· the 
I:u;tual performance of the plant in terms of ou~put has been DWch 
lower than that programmed in the agreement. The shortfall ran-
S,E'S from 67 per cent to 100 per OEmt at tbe en,d of January, 1968, 
·rbou.gh ,for soxne ~ the delays pertaining to supply of know-how, 
semi-eq~ as~m):>li~s ~~c." the ~T.M w..as also responsible, the 
~ornmittee have expressed regret-to find the~ce of any Pl"o-
vision in the agreement with the BTM for taking action against 
them f(j)r &uch delays .or for claiming the damages from them. The 
Committee have viewed M,th oonoern that these delays haveulti-
mately affected the training and the production programmes. The 
Committee have suggested that the rea&QDS fur delays should be in-
vestigated. 

12.12. The Committee havet4lken a serious view of the ~ac~ of 
adyance planning a~d the preparation of s~cifica~i~nsby. P&T IITI 
be.f:~e en~~ into ,g.reemeAt so tha;t ~he speci1i~Ol1s co.W,d be 

, ;1llade ,~v.aUable ,to t~e STM I.or ~ompletiDg the contract.\tal obligations 
in time. The Committee have observed that the Company should 
have taken advantage of modern management techniques like 
"PEnT" .to rev,iew. tbe pr~gr9J;1)me, ~<;lel;l,tJfy thec;le.l~& and take 
timely r.emedial llleasures at <iJfferentst~gesto .~chieve ,~h,e *arge:t~cl 
prograrpme. 

12.13. The Co~ttee h~yepoin:ted put .that at a time wh~n the 
country is seriously short of ,telephone ~ui.Ptnent 4Jld ,the waiting 
list runs ir;lto several yea,rs in metropolitan towns, it i,s unfor.~te 
that we should not have been able to manufacture eq~ipme:t;lt of 
the requisite quality at IT! upto the installed capacity. 'rhey have 
d,'esired t~at .the mat,ter should pe looked ,into at the .liigh,st level 
in ord,erto take concerted measures to over<»rtle ~hese dedciencies 
and reach production as per ,the iJ,lsta~led capacity. 

12.14. The Committee have found that as compared to the Fourth 
Plan target, the ITl would fall short by as much as 2.34 1akh linea 
including 70,'!)OOlines of rural' exchange. 

12.15. The <Mnmittee have foUnd I~hat ,though 6O,ooo.~ ot 
. PItT were ,eql.lated by the .Management to O{le lakh linell,f)f. :J~agh 
pattern originally envisaged mUle ~jrJ!tlment wUh ;1Oe ,wU,llPor;ator. 
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the optimum production could not be achieved by the Company 
even in 1970-71 due to certain deficiencies like short supply of ma-
chines, shortfall in foreign exchange and poor quality of indigenous 
supply of raw materials. The Committee have pointed out that the 
short supply of machinery came to the notice of the Management 
only after two years of installation and running and when the 
factory could not achieve the quantum of production specified in 
the proj ect report. 

The Committee have al90 found that even now information per-
taining to know-how and standard time data has not been received 
by ITI from BTM for a large number of items, components and 
assembly operations. 

12,.16. The Committee have found to their surprise that the 
agreement with BTM did not even include a penalty clause provid-
ing for claim for liquidated damages for any failure to supply the 
machines in a specific time. The Committee have felt unhappy at 
the way in which things connected with BTM agreement had been 
handled. They have, therefore, recommended that the whole mat-
ter regarding the agreement with the BTM should be thoroul!hly 
investigated and the responsibility for not anly entering into !!uch a 
defective agreement but also the failure to take follow up action 3t 
diffel'ent stages during the implementat.ion of the agreement be 
fixed. 

12.17. The Committee have recommended that Government 
should learn the lesson from this experience and ensure that agree-
ments with collaborators include suitable clauses providing fer 
levy of penalties and recovery of liquidated damages in cases of 
delays or failure to fulfil the contractual obligations either in full 
or in part. The Committee have also suggested that Government/ 
BPE should issue suitable guidelines in this regard to all Public Un-
dertakings. 

12.18. The Committee have observed that no revised parameters 
according to the P&Tpattern were fixed corresponding to those in-
cluded in the agreement for judging the actual performance with 
the result that no useful comparison could be possible with the 
agreement and the terms thereof enforceu. Th~ Committee have 
viewed with concern the 'failure of the Managemtmt in not having 
intimated the revised production pattern/programmes to BTM in 
time and included them in a supplementary agreement to the main 
'Contract sa that the terms of the contra~t could have been enforced 
and responsibility for shortages at sevet"io1l staRes pinp'>inted. 
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12.19. The Committee have hoped that the suggestIons made by 

• team of the W orId Bank Consultants for improvj ng the produc-
tion efficiency in the factory, procurement system, stQck control of 
materials, closer coordination between P&T and ITI, creation of 
buffer stocks for strategic materials etc. would be implemented and 
the production of the Company improved and efficiency enhanced. 

12.20. The Committee have failed to understand as to why only 
when the Company was faced with critical situation of large num-
ber of breakages in tools during production they thought of ordering 
a duplicate set of tools and establishing full taol-room facilities. In 
the meantime the Company had to place orders fur import of 4 
tools from the very same collaborators i.e. BTM for a C.I.F. value 
of Rs. 1.25 lakhs and another set of 13 tools from BTM and other 
companies. The Committee have viewed with concern the lack of 
proper planning in the provision of tools, and tool-room facilities 
which has caused loss of productiO'n. 

The Committee have also taken a serious view of the failure on 
the part of the Management in not having assessed the demands of 
stronger type of equipment in time before a decision about tool-room 
facilities ror cross-bar production was taken. The Committee have 
expressed hope that with the ,establishment of a full-fledged tool 
room, ITl would be able to overcome the difficulty of lack of tools 
required for the manufacture of cross-bar type of equipment in 
futUre. 

12.21. The Committee have emphasised the need for keeping a 
complete record of receipt of all typea of know-how including pro-
duction and engineering informatio'nlJis-a-vis the scheduled dates 
to enable the Management and the Government to keep a close 
watch so that it can be ensured that the provisions of the agreement 
and the project are implem~nted as per schedule. 

12.22. The Committee have found that against the staff require-
ment of 15 officers and 1235 operative and indirect staff on achieving 
100 per cent efficiency envisaged in the Project Report for produc-
tion of 100,000 lines, the Company has on 31-3-1972 a strength of 31 
~cers and 1401 operative and indirect staff whereas the production 
was only of the order of 80,000 lines. The Committee have observed 
that the staff strength is much in excess of the requirements espe-
cially when the production has not reached 100 per cent level. The 
Committee have shown their concern that the Company could not 
attain the expected level of efficiency in the Assembly and Manu-
facturing Divisions of the Crossbar Unit whereas the percentage of 
eftlciency is only of the order of 60.87 and 50.72 in 1971-72. The 



Committee have, therefore, recommended that Management/Govern--
rilent should go into the reasooa :responsible for 10w achievement ot: 
the required level of efficiency and should take suitable remedial 
measures to improve the efficiency and attain maximum production. 
The Committee have also recommended that employment of staff 
should be strictly regulated to the needs of production and produc-
tion pattern to awid over-staffing at any stage. 

12.23. The Committee have found that even when the requisite-
level of production or even a substantial portion thereof has not been 
reached, the offic,ers and st1ff employed USually is far in' excess of 
what would be even required for achieving 100 per cent level of pro-
duction. They have observed that the laxity with which the appoint-
ments of staff are made in the beginning militates against diSCiplined 
hard work and thereby vitiates the atm:)'sphere in Public Under-
takings for achieving optimum production results. The Committee 
have recommended that Government at the highest level should ana-
lyse in detail the reascms ror recurrence of s14Ch lapses and lay down 
guiMlines to obvi-atetheir recurrence. The Oamtnittee have also' 
suggested that Government -should hold bhe Chief ExecutiVes' -squa-
rely responsible for ,any such iapse in future so that production dis-
tJipline isrnaintained all along the line. 

12.24. The Committee have found that because of the pricing 
formula ad~ted by the Company they have recovered from the P&T 
Rs. 312.03 lakhs more than what it should for the supplies made to 
it durihg the period from 1'9650J66. to -1968-89 .. The average 'cost per 
tine has been worked 'Out as Rs. 1603 during'l'869-'70 and Rs. 2327 
during It'ro-'71 which is again vetymuch hijther than the estimated 
CC'St as 'evalUllted. ''1'''hte CCIrtU'trlttee have obsertecf that if in spite of 
low eftlciency aftd low utilisation -Of capadty, 1lhe ~pany is making 
profits, it is mainly because 'tA the fixation of seiling prices at mU(!h 
higher rates than what they should be. Under the procedure now 
follbwed by thte Company and recovery of llddttional costs from its 
Main ~sumer-P&T and other the figures of profit'Shbwn by the 
Company 'are not true index of its efficiency. The C()mmlttee have 
further observed that while this pricingprocedurellas -enabled 'the 
Com'p8ny to prt'SeTlt a better financial PictUre, it has really p!'<wed 
to be an e)Ctra burden on the exchequer. 

The Committee have, Therefore, stre:ssed that ml!rely judging from 
these higher profits the c-.1lnpany should not develop a: sense of com-
placency and take undue advantage of tbeir monopoljStic position. 
The Committee have recommended that aim of thecmtrp1myshould 
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be to manufac~,e ·tAeir.proQuctB at mQlt.,et"CXI:lOmic cOlts ,by mcreas-
ing their labour ;etJkie:lcy aDd .maximising production· Bll..l thereby 
sUpply the vital eq\Uptnents, 

12.25. The Committee have found that the percentage of total 
hours lost to total.bo.1ked hours was 2.6 per cent in 1966-69, 2. 15 per 
cent in 1909-70 which decreased to 1.00 per cent in 197IJ-71 and to 
1.12, per cent in 1971-72. The Commlt.tee have also found that the 
loss has been mostly on account of lack {Yf raw materials. The Com-
mittee have expressed their surprise that while on the one hand ITI 
are carrying excessive inventories, on the other, labour remaii1s idle 
for want of materials. 

The Committee have observed that ITIbeing the major industry 
meeting the increasing demands of telephones and transmission 
equipments in the country should not be made to su1Jeron account 
of shortage of basic items of raw materials like steel sections and 
steel sheets. The Committee have, therefore, recommended that the 
Government should make a oorrect assessment of the requirements of 
ITI for·steel sectiQl1Sand steel·sheets and tl'eat them on high priority. 
basis so that the Company has not to slilBer on account of shortage 
or lack 'of essenUal raw materials and ,consequently the labour re-
maining idle. 

12.26. The O:mllnittee have suggested that the Management shoLlld 
review the matter in the light of the study made by the Adminis-
trative Staff College, Hyderabad an.d the suggestions made by the 
study team of the International Bank lor Reconstruction and Deve-
lopment Washington and evolve a suitable system of store purchaae 
and control so that production in IT! does not suffer at any tJme for 
lack of materials. 

12.27. The Committee have failed to understand as to why prior 
to 'uly, 19'70, out of 3646 -machines spread over 35 shops, machine 
utilisation 'Cards were maintained only in respect of 126 machines in 
the Auto shop of MAX Division. The Committee have found that 
-since July 1970, records of machine utilisation are being kept in res-
pect'Of machineswhith 'Cost Rs. 20,000 in value and more. The 

. Committee have suggested ·that the record of machine utijisation 
should be scrutinised in detail in order to identify the reasons fur less 
than 'full utilisation and take effective measures like arranging timely 
supply of spares and materials, servicing of machines and mainten-
ance and standardisation of product mix to get the best 11eSults. 

lJ.2:28.As Tegards th~ machines for which machine utilisation 
. c8'tds''1re not be1ngkept at present, the CommitteE> have suggestEd 
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that an overall review should be made from time time-say once a 
year-to make sure that these machines are really needed and to 
derive necessary guidelines to see that investment is not made in 
machines which would not be put to use. 

12.29. The Committee have recommended that the undertaking 
should analyse the matter regarding absenteeism in detail and take 
effective action to see that the percentage of absenteeism is reduced. 
The Committee have urged that effective action shOUld be taken to 
~ee that production and utilisation of machines do not suffer on this 
account. 

12 .. 3(). The Committee have found that the overall actual sales 
fell short of both the budgeted and revised budgeted sales during 
1966-67 to 168-69 but the situation, however, improved from 1969-70 
to 1971-72. The Committee have also found that the Company has 
not been fulfilling its targets fur sales to P&T during the years 1966-
67 to 1970-71 except for a small excess over the revised target in 
1968-69. The Committee have urged that the Undertaking should 
leave no stone unturned to meet the requirements of the P&T. The 
Committee have found that the estimated demand for telephone ins-
truments during the Sth Plan period is 24 lakh instruments and the 
backlog during the 4th Plan is estimated at 5 lakhs instruments. The 
P&T have planned for installation of micr'owave eqUipment over 15,0013 
route kms., coaxial system on 10,000 route Kms. and long distance 

'transmission equipment over a number of open wirelines. The Com-
mittee have recommended that the Company should in consultation 
with the P&T fix realistic targets of sales taking into account the de-
mands of P&T and ensure that such targets are actually achieved 
and the demands of public met to the maximum extent by improv-
tng efficiency and stepping up production. 

12,31. The Committee have found that there has been shortfall in 
the exports by the Company as compared to the targets fixed during 
the years 1967-68 to 1969-70. The Committee have also found that 
+,he value of the products exported by the Company has come down 
from Rs. 89.71 lakhs in 1969-70 to Rs. 32.00 lakhs :in 1971-72. The 
Committee have observed that the targets far exports have not 
been fixed on a realistic basis taking into account all the relevant 
factors like declining demand of its products outside, production pos-
sibilities etc. 

The Committee have, therefore, recommended that bef'ore fixing 
the targets for exports. a proper demand survey of the export mar-
ket sho"ld be undertaken and targets fixed consistent with the home 
demands for such products. 
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12.32. The Committee have also recommended that Govern-
ment snould provl(ie ITI special facilities for procurement ot the 
requisite type of raw materials required for export orders to enable 
the Company to fulfil its commitments of exports. 

12.33. The Committee have found that the total value of P&T 
orders outstanding as on 31-3-1969 was Ri. 18.61 crores and year-
wise break-up of these orders was not maintained till October, 1969 
for one reason or other and control over execution of the orders was 
being exercised Q'Illy through periodical meetings between P&T and 
IT!. The Committee have also found that the total value of orders 
outstanding as at the end of 31st March, 1972 was over Rs. 50 crores 
out of which the orders of P&T alone amounted to Rs. 35.58 cores 
and the value of outstanding orders has been increasing from 1969-
70. 

The Committee felt unhappy to find that though a computer 
was installed by the Company in the year 1966, they did not a'3sign 
priority to get the data regarding the orders received and' those 
outstanding computerised. The Committee have failed to under-
star.d how in the absence of vital information the management is 
able to exercise any effective control over the execution of orders. 
The Committee have recommended that the position should be 
carefully investigated and responsibility for the failure to maintain 
proper record of the orders received and executed before Otltober, 
1969 should be fixed. The Committee also recommended that the 
IT! should exercise necessary control to see that the orders are ac-
companied by all the required specifications and other details in 
order to avoid delay later in execution. 

The Committee have stressed that IT! should endeavour to 
accelerate the' pace of production by improving its efficiency and 
proper advance planning for .procurement of materials and thus 
reduce the waiting time for the orders to the minimum. . 

The Committee have expressed their hope that with the comiIl,li( 
up of the new units of the ITI and with improved efficiency and 
forward planning for materials, it should not be difficult for the 
IT! to clear up the backlog of the orders and ensure timely execu-
tion of new orders. 

12.34. The Committee have found that because the production 
in the crossbar Division is not yet stabilised, technical estimates 
are obtained for' evaluation of the work in progress in respect .)f 
intermediate production in certain specifted departments. The 
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~OJWnittee bp.ve felt thilt working oJ.«; atandllId eoits based.oo. tech-
m.cal estimates ~y lor j~wr~i.at.e 'prc.om.u..J.O.ll i.Il .<!fU'.4.a1n SpeC1U-

ed depactments will .not eIlSlJrea scientiftcand reausti,c .coeiing.for 
evaluating of work inpr~gress. The Comnu.;tee i have . therefore. 
recommended that the correct standard costiug practice should be 
adopted and the staMa!'d eost'S for the product. on of crossbar divi-
sion fiXiedon a scientific basis. The Committee have also recom-
mended that these standard costs should be reviewed periodically 
.and variation between &tand&rd· costs and actuals analysed to take 
remedial measures to redU<!e the cost o£production and effect adjust-
mentsas .necessary. 

12.35. The Committee have .found that -the standard costs. are 
fixed with refrenece to layoutsldrawings for materials and engi-
neering estimates for lab::>ur. The Committee have also found that 
the nwnber of layouts has ~ncre.ased£rom 59,000 in 1969-70 to 77000 
in 1971-72. The COllUlnit~ have ob-serv:t:I':i tllatin view oftbe large 
number ·of layouts and the frequent ahanges in produptmixdesigns 
especially in Tr~jpn Di~n, there sbow.d he.a systematic tjme 
~Qntl'Qlled plan of .review of layouts with a view to fixing the 
.tand.ard ~t6, asacew:ate,ly asPQSilible. and :impJ:ove upon the .per-
formaQCe. 

12:M. The Committee have found that Company has been folIo--
wing a standard costing system based on labour efficiency pf 100' 
per cent in MAX and 50 to ao per cent in Transmission. 

The Committee have also found that actual percentage of labou" 
efficiency in shops was in exce&s of -the percentage edopted for 
standard ·costs in 6 Mopsaf MAX and 2 ·of Transmission and lesS' 
-than the adoptedperoemage in 3 -shops of MAX. -The Committee· 
have suggested that -the undertaking should analyse -in det-ail the 
factors inhibiting labour .efficiency and take remedial me.asllr.es to' 
achieve lOOper cent efficiency. 

12 .. 37. •. The .Committee have ,fo,und ,tl,1.at itbe CQllting sy.stem does 
fixation of prices for various products on a sclentific basis. The 
Committee have suggested that the data available should be utIlised' 
by the CDll\pany,in working out ,tae,pr.odu.ct.-.w.ise .a<ltu.al-cqst (tiD as 
.to .providea .suitablehasis!o.r c.om)'ilaJ:ison .»,ith :$he ,s~nd.ard . co.st. 
.such product-wise.analYisis of..a~tual ,cQSt.wow.d ,be.~a~pful ;in .Ute 
.fiKation of ptia:s lor ·vario.us products.on .asciEtntific ,.bllllic;. T!:le 



Hi¥ 

.committee, h •• e ur_ th-at the' compilation ot product-wise actual 

.cO'dt be Undertaen eal'ly~ , 

The Committee have also recommended that the standardeosta 
.should be reviewed and re-fixed taking into account the present 
trends in labour efficiency and material costs so that variations in 
.costs may be kept to minimum. 

12.38. The Committee have found in the process of compilation 
of cost, actual C'U'Sts are not compiled product-wise but are compiled 
in respect of shop orders only. The l.:ommittee have fUrther found 
that tne so called actual costs of shop orders cannot be considered as 
"actual" since these are based on standard rates for labour materials 
and overheads and variati:O'll beyond 10 per cent in cost of mate-
rials are only taken into account. When shop orders on completion 
are transferred at stores, these are again at standard rates and va-
riations between these costs and the value "actually"determined at 
the shop level are taken to cost variation adjustment account. 
The Committee have observed that the present system does not 
provide an effective method of comparison of actusls with standard 

. costs, since break-up of co'.;;t of final product into labour, materials 
.and overheads is not available for cost control and the standard 
rates of materials are not revised with reference to variation in 
cost of materials. Besides, the actual costs compiled are themsel-
ves defective and do not repre3ent the actual costs in the true sense 
of term. Since the practice adopted does not provide for an effec-
tive control on the cost of the products and affects the profitability 
of undertaking, the Committee have recommended that the unrler-
-taking should put the costing system on sound footinc:r and consider 
the introduction of a system of departmental budgeting and expedi-
tious closing of shop orders so that break-up of actual costs at each 
stage of production including the final product stage is available for 
comparison with the break-up of pre-determined standard costs. The 
Committee have also recommended that the company should take 
steps to review the standard rates by a careful analysis of the fi~ures 
in the cost variation adjustment accounts, and revise the standard 
rates suitably. They bave further reommeneded that the under-
taking should study the costing system adopted by ATE of U,K.! 
BTM who are colaborators for the m"IDufacture of the telecommu-
nication equipments, with a view to evolve a better and more ef'fec-
tive system of costing and manal!ement control 

12.39. The Committee, have found that under the present system 



150 

of costing, cost variances only beyond 10 per cent in respect of Of-
ders valued over 50;000, were analysed, and even such an analysis 
indicated a number of defects in the system. The Committee have 
found that the master shop order constituted the major portion of 
the over all cost variance respect of compleed orders and these were 
not susceptible of analysis under the present system. 

The Committee have also found that during 1966-67 to 1971-72 
there was over all under recovery of over heads to the extent of 
331.731akhs. Under recovery on account of volume variance &.372.21 
lakhs was offset by net saving of Rs. 40.481akhs on account of expen-
diture variance. The Committee have found that under recovery of 
overheads under volume variance was also due to under utilisation of 
capacity and also on account of non-employment of direct labour, 
consequent and dirversion of production work to ancillary indus-
tries and framing out .0'£ orders. The Committee have expressed 
their surprise that in spite of diversion to ancillary units there Is 
shortfall in production and the utilisation capacity is only of the 
orders of 60 to 70 per cent resulting in under-recovery. The Commit-
tee have urged that the reasons for under-utilisation should be in-
vestigated by a team of experts so that the prcduction performRnce 
is improved by carefully deploying the labour and putting tpe ma-
chines to optimum utilisation. 

The Committee have also urged that the system of costing and 
procedure for Coost analysis should be streamlined and put on a sci-
entific fa>oting so that the variation in cost could be analysed at each 
stage in comprehensive manner on all shop olders and reasons for 
variation pinpointed and remedial measures taken to overcome the 
defects .. The Committee have hoped that the revised procedure 
of planning and scheduling being introduced, will enable closing 
('If shop orders in shorter intervals so that there is more effective 
cost control at the sh-:1p levels. 

12.40. The Committee have found that product-wise actual costs 
are not compiled by the Company to enable comparision of selling 
prices with such actual costs. The Committee have also found that 
the range of variation in the selling prices of products of both MAX 
and Trasmission Divisions has been wide. The range of variation in 
the standard costs also has been equally so. There has been increase 
in selling prices and standard cost of several products of MAX and 
Transmission Divisions including the Telephones during 1969-70 to 
1971-72. The Committee have further found that in the absence r.f 
break-up of standard costs into its constituents viz. labour, materi-
als nad overheads the Managment is not in a position to indicate 
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.peci1ic reasons for variations in staOO.ard costs from year to year. 
The Committee have stressed that it is imperative to streamline the-
procedure of costing and that the company should compile product-
wise actual costs and also analyse the reason for the variations bet-
ween the standard costs and the actuals and take suitable remedial 
action. 

12.41. The Committee have found that there was a large num-
ber of pending shop orders. The age of these orders ranged from 1 
to 6 years although all shop orders are required to be closed within 
a period of six months. The Committee have also found that the 
value of WQfk-in-progress is arrived at on the basis of C'dSt cards for 
pending shop order and does not reflect the value of the works based 
on the physical stage of completion. The Management infonned th~ 
Board of Directors in August, 1971 that the revised production plan-
ninglshop schedule scheme introduced in November, 1969 to achieve 
a better and more effective cost C'~trol did not yield the anticipated 
results mainly because of deficiencies in proper documentation at 
the shop level and difficulties in linking the debitslcredits to the in-
dividual schedules. The Committee have urge that the company 
~hould take expeditious action to identify the deficiencies and de-
fech and the reasons therefor and take immediate remedial ac-
tion to remove them so that a correct pictUre .O'f the value of work in 
progress is available. The Committee have suggested that the Com-
pany should adopt more business-like practices to ensure timely-
execution of shop orders and strict adherence t'a' delivery sche-
dules. 

12.42. The Committee have expressed their surprise that since 
inception no proper and fixed pricing policy has been evolved by the 
Government with regard to the sale of both the stabilised and non-
f:tabilised items for production. The ad hoc arrangements had to be 
revised on several occasions a~ they were found not working to the 
satisfaction of either the IT! or the P&T. The prlcmg policy 
has been changed with eff~t from April. 1972, and new agreemf'nt 
has been entered into between P&T and ITI. The Committee have 
found that even the present agreement provides for adjustments ot 
the paymentslrecoveries for cost variations. IT! the new agreement 
it has been presumed that the Company would run at 90 per cent 
efficiF'ncy. The Committee have observed that the profitability of 
the Co~pany is likely to be affected by all variable factors presumecl 
in the new agreement. 

Since the IT! have the benefit of latest machinery and equipment 
in their production units and advantage of a large captive market,. 
the Committee have stressed that the undertaking should improve-
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its e1Jiciency, increase output· and effect eConomics so as to briIlg 
. down the CJlSt of manufacture of their products to even less than 
the international prices so that the prod1l'Cts of the IT! can benefit 

.even the Common man. 

12.43. The Committee have found that in the case of non-stabili-
.sed items the present policy is to refund credit variation before ex-
piry of the following financial year after determining the amount 
of cost variations on finalisation of the accounts fa'!' the earlier year. 

The IT! are proposing t:» . request P&T to waive the claim for in-
terest on cost variations. The Committee have desired that they 

. should be informed of the development. The Committee have. how-
ever, stressed the need for settling the credit variations soon after 
the close of the financial year so that payment of interest charges to 
P&T can be avoided. 

12.44. The Committee have found that the inventory in ITI is 
very high, compared to the norm of 0 months' requirements recom-
mended by the Committee on Public Undertakings in their 40th Re-
port (3rd Lok Sabha) on Material Management. The Committee 
have also found that the inventory of raw m.aterials has risen from 
Rs. 1161.37 lakhs in 1970-71 to Rs. 1575.60 lakhs in 1971-72 and the 
increase has been mainly due to purchased items. 

12.45. The system of material management in the Company had 
been got examined by the Administrative Staff College, Hyderabad 
who had made certain recommendations. The Committee have ob-
served that the Company should have by this time implemented the 
recommendations contained in the report of the Administrative Staff 
College and taken appropriate action to streamline the purchase pro-
cedure which at present is stated to be causing considerable prob-
lems and ensure that the level of invent:ary is brought down to the 
norms considered reasonable consistent with the exi'geney of produc-
tion so as to avord unnecessary accumulation of stores resulting in 
locking up of capital. 

12.46. The Committee have also recommended that ITI should 
take advantgge of the computer for working out an eff~cti ve system 
of inventory control. 

12.47. The Committee have founrl that the bulk of dormant and 
'Slow-movin~ stores was accounted tor by the raw materials, MAX 
and Transmission Stol'~ whi.ch have shown an increase of Rs. 43 
lltth from 19fr7-68 to 1968-69 and again Rs. 46 lakhs from 1970-71 to 
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1971-7%. The Committee have alSo found that against the accumula-
tion of Dormant items from the inception of the factory, stores of the 
value of Rio 37.42 lakhs had to be written oft. The Committee have 
lelt concerned to find that while on the one hand, shortfall in produc-
tion are attributedta the shortage of raw-materials and Transmis-
sion Stores, and machinery and labour remain idle on this account, 
on the others there are accumulation of dormant and slow-moving 
.equipment which are ultimately written oft. The Committee have 
recommended that purchase of materials especially Transmissions, 
Stores and Transmission Enquipments which are suspectible to fre-
quent changes, in design, methods, processes etc. should be regulated 
after a careful assessment of the requirements to avoid accumulation 
of stores over long periods and ultimately becomin'g obsolete or writ-
ten off. The Committee have expressed hope that a careful analysis 
of the dormant and slow-moving stores will be made so as to segre-
gate items which are really surplus to requirements and action ta-
ken to dispose them of in the best interest of the Public Undertak-
ings. 

12.48. The Committee have found that the Company has achieved 
import substitution of raw materials and components to the extent 
of Rs. 348 .. 58 lakhs from 1966-67 to 1971-72 and that there is still 
scope for improvement. 

The Committee have found that the Company is still importing 
29'6 'lakhs worth of materials annually and that one of the more 
important materials imported in large quantities by IT! is the 
ferrite core. the annual requirement of which is of the order of 10 
ions valued approximately Rs. 55 lakhs. The Committee have re-
commended that National Research Development Corporation should 
en~ure that the parties, who are granted licences for commercial 
exploitation of ferrites th.rough the csm processes, actually adhere 
to the stipulated schedules for commercial production and that the 
production targets are adhered to by them in actual practice. 

12.49. The Committee have found that 5 firms are engaged in the 
manufacture of ferrites based on the know-how developed by the 
NAtional Physical Laboratory. The Committee have failed to under-
stand why In spite of the indigenous manufacturers in the field. this 
ba<;ic raw material should be continued to be imported at the expense 
of precious foreign exchan~e of Rs. 55 lakhs per annum,The Com-
mittee have therefore urged that the Company should tap the indi-
genous resources in the field and meet thej- "eon;t'emenbl ' ... ct~8d 
of importing them. 
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12.50. The C~mmittee ~ave also fo.un,d tha~ ano~er fi,eld of ~
genom m~ui~~~~~' w~ere p~~~~~ has)~~n.' verrsl~w ~011W.Bf~4 t() 
that in aa~ance c~~tri~' i~in ~!e fiel~ of in~~~ated circuits. ~nte
grated circuits ot various type~ are ba,sic building bl~~. in, ~.W. 
communications as iil' 'other asso9iate fiel4s like computer applica-
tion, desk calculators, electronic exchanges etc. The Committee hlJve 
stressed that a well considered cra,sh' programme of Rc~.e'arch nnd 
Development for establishing indigerious manufact\U'e in this pro-
mising field Should be implemented so that the ITI and other con-
cerned public undertakings can exploit this latest technology in 
their producti~n programme. . 

12.51. The Committee have found from working results of the-
Company that it has healthy financial position. In view of this the 
Committee have expressed hope that it should be possible for the 
Company to wipe off its outstanding loans so that payment of 
interest charges thereon is avoided. 

12.52. The Committee have expressed their regret to note that on 
the basis of the pricing policy followed by the Company in respect 
of stabilised items, debits to the extent of Rs. 34 lakhs and Rs. 26 
lakhs during 1969-70 and 1970-71, respectively were retained by the 
Company resulting in reduction of profit.:;. The Commi.ttee have, 
therefore, suggested that the Management shculd take effective steps 
to secure economies in costs so that these do not over run the prices 
to be paid by the P&T Deptt. 

12.53. The Committee have been informed that manufacturing and 
trading accounts were :prepared for all the products together and 
not separately for its main diviSions-MAX, Transmission and Cross-
bar, with the result that financial results of each of the divisions 
could not be accurately assessed. The Commjttc(! have expressed 
snrprise that there should have been such a lacuna in the mainten-
ance of accounts so far. The Committee havE' suggested that in the 
interest of identifying the deficiencies in the working of the differ-
ent divisions of the project, separate maJlufacturing and ~radlng 

accounts should be prepared for each of the man divisions to ensure 
rectification of such deficiencies in time and to achieve greater 
efficiency and economy in operation. 

12.f>4. The Committee have found that the question of prepara-
tion of the proforma accounts more frequently (now being prepared 
annually) is under consideration of the Management. The Com· 
mittee have e:l(pressed hope that the system will be introduced SOOL 
s;) that the division-wise working results are made known to the-
Management from time to time. 
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12.55. The Committee have expressed regret that the bulk of the 
sales for which payments were outstanding re)ate to sUpplies made 
to Government. The Committee have observed that payments out-
standing with· Government Departments should have been followed 
up at the highest level and viaroUs steps taken for their realisation. 
The Committee have suggested that to· have a deterrent effect on 
avoidable delays the feasibility of charging interest on delayed ?ay-
ments may be examined. The Committee have also suggested that 
the procedure for billing and settlement of formali tics should be 
strictly followed to ensure that in no circumstances payments are 
allowed to be outstanding for more than 2 months. 

12.56. The Committee have expressed. their satisfaction tn note 
that the Second Factory for manufacture of Long Distance Trans-
mission equipment was started in Naini without any outside collabo-
ration, but they have deprecated the delay of 2 years in even apply-
ing for an industrial licence for the project sanctioned in I !-l68. The 
Committee have found that the Government took another Cine year 
for granting the licence. The Committee have observed that such 
delays have defeated the very object of starting a second transmis-
sion factory to augment their production. 

The Committee have found that the estimates origmally sanction-
ed in 19ti8 for Rs. 248.60 lakhs have since been revised and the 
revised estimate for Rs. 340.53 lakhs are to be put up to Govern-
ment for approval. The Committee expect that Gctvernment 
would critically go into the reasons for the excesses over the 
original estimates and take prior approval of Parliament in case of 
substantial revision. The Committee would like in this connection 
to draw attention of Government/ITI to para 5.18 of the Sixty-sixth 
Report of the Committee on Public Undertakings (Fourth Lok 
Sabha). 

NEW DELHI; 
April 19, 1973. 
Chaitra 29; 1895 (S) . 

SUBHADRA JOSHI, 
Chairman, 

Committee on Public Undertaking •• 
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APPENDIX V 
i _ 
(Vide Para 3.42) 

Summary of Suggestions fmlde by· Wor-ld Bank StudU Team which 
visited l. T. l. 

(i) The employment of production consultants, including a resi-
dent production specialist at the IT! factory for the next two years: 
Because of the -long experience of the Bell Telephone Manufactur-
ing Compnay, Antwerp, with crossbar production in India, it i~ 
considered that ITI's interests would best be served by using the 
resources of this company which can also draw on the expertise 
of other P~n,taconta crossbar manufacturers of the International 
Telephone and Telegraph Group. 

(ii) A review of the system and procedure for procurement of 
materials and components for the production of switching equip-
ment. The consultative Services Division of the Hyderabad Admi-
nistrative Staff College who are presently engaged in a related 
study of P&T stores (management would, in the opinion of the 
mission, be well qualified to handle this assignment. The College 
is willing to submit a proposal to IT! as soon as requested. 

(iii) The appointment of the Member (Development) P&T, as 
a member or ~e Board of Directors of ITI would bring about the 
necessarydirec~,. and high level coordination between P&T and IT!. 
Coordination ,.Co~~ittees, operating at the working level, would 
continue their activities through schedules meeti.D.gs held at least 
-quarterly. 

I . \. 

. (iv). A r~visio.n .of the purchasing agreement between P&T and 
ITI and 9~e.r. ~teps to place responsibility for the achievement of 
balanced q:os)lbar produc~ion targets, more directly with the top 
managemen,t of IT!. wn-tlst we think that you are in the best 
position to device methods for achieving this, you may consider 
possible inclusion of penalty clauses for non-adherence to agreed 
delivery schedules, or the with holding of some percentage of the 
value of crqssbar equipment items delivered. until final balanced 

'.deliveries for theparifcular exchange concerned were completed. 

.- ,- 172 



173 

(v) ~he creation of buffer stocks representing three to six months 
eupply of 'strategic materials and components for crossbar production. 
'This should obtiate production holdups due to unforeseen rejection or 
non-delivery of key material items. The foreign exchange for these 
stocks would be considered as forming part of the cost of produc~ 
tion and would qualify for reimbursement under the proposed IDA 

"credit in the normal way, through the percentage applied to the value 
. of finished goods delivered to P&T. -'. 

(vi) A streamlining of Government procedures to facilitate urgent 
purchases of relatively small quantities of materials, components or 
production tools. In discussion with the Director General, technical 
Development and a Finance Ministry representative it was agreed that 
an advance import licence covering a general list of materials could 
be authorised against which limited emergency purchases could be 
made. 

The timely diliverles from IT! of complete crossbar equipment 
in the quantities required for P&T's expansion programme is essential 
for the success of the IDA project. We would appreciate your con-
firmation that appropriate action will be taken to implement items 
(i) through (iv) as quickly as practicable, and that the Department 
of Communications and ITI are taking all necessary steps with respect 
to items (v) and (vi) to make them effective. 
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APPBNDIX VII 

(Vide para 7' 2) 

, CtIIa in whidt ~ adopud for sumdar;d costs was 1_ tU tomparfd witlt ~" 
, "tIClriMJId" '.'"' - , • 

MAX DIVISION 
.1. - Moulding 

Name of the Shop 

2, Condenser (Shop No, 181), 

RelaY' 

Te1ephoDCI , . 

----------
177 

Year 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72-

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1966-67 

196]-68 

1968-69 

1969-70 

1970-71 

1971-72 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Bfliciency 

Adopted Actual 
Ol 
.0 % 

100'00 12S'00 

100'00 124'00 

100'00 124'00 

100'00 129'82 

92'73 124'00 

90'00 109'93 

100'00 IS7'OO 

100'00 176'00 

100'00 167'00 

100'00 I S6 '97 

92'73 142'07 

90'00 139'29 

100'00 127'00 

100'00 132'00 

100'00 133'00 

100'00 108'8S 

92'73 126'64 

90'00 II9'92 

100'00 106'00 

100'00 I19'OO 

100'00 108'00 

100'00 100'96 

92'73 91'41-

90'00 lCO' 7'§' 
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S\, Name of the Shop Year Bfficieacy 
:No, 

Adopted Actual 
% % 

" Uniselector and other M/c Shop, 1966-67 100'00 129'00 . 
1967-68 100'00 126'00 

1968-69 100'00 n6'oo 

1969-70 100'00 '109'04 

1970-71 92'73 95'50 

1971-72 90'00 100'20 

,6, Finiahing (Labour) 1966-67 100'00 Ul'OO 

1967-68 100'00 n6'oo 

1968-69 100'00 lU'OO 

1969-70 100'00 101'72 

1970-71 92 '73 loS'II 

1971-72 90'00 107'U 

. TRANSMISSION DIVISION 

7, Finishing Shop . 1967-68 70'00 lU' 00 

1968-69 70'00 lJ3'OO 

1969-70 70'00 u6'u 

1970-71 100'00 116'20 

1971-72 100'00 121'43 

8, Coil Winding 1966-67 70'00 99'00 

1967-68 70'00 96'00 

1968-69 70'00 100'00 

1969-70 70'00 102'29 

1970-71 70'00 Ul'!19 

1971-72 90'00 I2S' 71 

,9· M.lac, AslCD1bly . 1969-70 60'00 89'86 

1970-71 60'00 103'57 

1971-72 6,'00 93'" 
10, ChanneUiq 1969-70 60'00 107'37 
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SI. NlUllc of thc Shop Year BffidcDC)' 
No. ) r Adopted Actual 

% % 

1910-71 60'00 96'38 

1971-72 75'00 106'52 

Cases in which efticiency adopted for standard costs is higher than efficiency achieved. 

MAX DIVISIONS 

I, Auto Machine Shop , 1966-67 100'00 82'00 

1967-68 100'00 82'00 

1968-69 100'00 7S'OO 
1969-70 100'00 68'25 

1970-71 92'73 69'80 

1971-72 90'00 72'83 

2, Frame Works 1966-67 100'00 87'00 

1967-68 100'00 71'00 

1968-69 100'00 S8'oo 
1969-70 100'()') 59'4S 
1970-71 92'73 S3'SS 
1971-72 90'00 53'28 

3, ; Raclc Wiring 1966-67 100'00 92'00 

1967-68 100'00 89'00 

1968-69 100'00 89'00 

1969-70 100'00 64'48 

1970-71 92'73 65'69 
1971-72 90'00 63'73 

... Wire Products 1969-70 100'00 85,51 

1970-71 92'73 64'77 
1971-72 90'00 70'81 



APPENDIS VIR 

(Vid, para 7' 14) 

Statmr,,,t shOfJ,ling tM Cost variation DWisiort-fJlis, 

Year 

_~_'· ___ 6 __ " _ .. _. __ 

A. Stablll.~d Item. 
MAX 
1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

J &K. 
1969-70 

1970-71 

l1971-72 

TRANSMISSION 

1966-67 

1967-68 

1968-69 

Variation on 
completed 
orders for 
transfer to 
finished 
Btock 

2 

t(-)23' 38 

(-) 57'06 

(-) 60, 18 

(-)140'62 

(-) 33'09 

2lI'03 

J45'08 

0'03 

0'25 

(-) 0'98 

8'93 

32'28 

17'22 

,8'43 

Material 
valuation 

di1ferentees 
for stores 

and stocks 

3 

(-) 8'94 

(-) 3'07 

(-) 11'96 

(-) 23'97 

(-) 75'71 

(-) 132 ' 79 

(-)220'09 

0' 15 

1'02 

2'16 

(-) 5'24 

~-) 68, 38 

(-) 56'93 

lJ 130'55 

(Rs. in WJu) 

Over/under 
absorption 

of Shop 
overheads 

(-) 20'24 

(-) 14'31 

50'69· 

16, 14 

104'36 

9'94 

87'26 

0'34 

0'43 

'-)0'04 

8'87 

12'38 

22'OI@ 

43'26 

.. 

TotlIl 

5 

(-) 52' 56 

(-) 74'44 

(-) 21'4S 

(-) 148'45 

(-)4'44 

88'18 

12'25 

0'52 

1'70 

1'14 

12'56 

(-) 23'7.1 

(-) 17'70 

----
(-) 28,86 

·Inc1udea Rs, 44' 79lakha received from P&T on account of D, A. arrears. 
@Indudes RI. 10' 89lakhs received from P & T on account of D.A. arrean. 

180 
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I 2 ] 4 S 

1969-70 10'43 (-) 24'68 41'89 21'6.4 

19~71 19'114 (-) 86' 58 (-) 3,81 10'61 

1971-72 (,,",")50 '08 (-) IS']3 20'41 (-) 45'00 

DEVELOPMENT 
1969-70 0'98 (-) 0'06 5'06 5'98 

1~71 (-)1'99 (-) 0'99 t-)z' 19 (-)S'17 

1971-72 2'59 (-) 0'41 o'zz 2'40 

,OVERALL (MAX and TRANSMISSION) 

1966-67 (-) 14'4S (-) 14' 18 (-) 11'37 (-) 40'00 

1967-68 (-) 24' 78 (-) 71'45 (-) 1'93 (-) 98' 16 

1968-69 (-) 42'96 (-) 68'89 72'70 (-) 39' 15 

---
(-) 82' 19 (-)154' 52 59'40 {-)I77 , 31 

1969-70 (-) 21'65 (-)100' JO 151'65 29'70 

1970-71 229' 13 (-)119' 34 4'31 14'10 

1971-72 96'61 (-):233'67 107'8S 29'21 

B, NOD-Stablllied 

TRANSMISSION 

1966-67 3'28 (-) 1'93 3'26 4'61 

1967-68 5'59 (-) 5'77 2'09 1 '91 

1961'-69 (-) 0' 35 (-) 2'92 5'94 2'67 

8'52 (-)10'62 11'29 9' 19 

J959-70 lI'42 (-) 1'41 3'33 13'34 

1970-71 6'98 (-) 0' 19 (-) 0'03 6'76 

1971-72 (-) 5'73 (-) 0'14 o'n (-) S'54 

DEVELOPMENTS 

1966-67 (-) 7,67 (-) 0'93 8'52 (-) 0'08 

19/>7-68 (-) 24'68 (-) 0'46 6'46 (-) 18,68 

--- --- _. -.. ----~---~--
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-----------_._._---
2 3 .. S 

I96So69 (-) 3'90 0' 19 6'98 ;1'27 

(-) 36 '2S (-) 1'20 21'96 (-) 15'49 ---
1969-70 3'24 (-) 0'27 16'78 19'75 

1~71 (-) 7' 62 (t-) 4'28 (-) 8'38 (-) 20'28 

1971-72 II' 37 (-) 0,81 0'96 II' 52 

CROSSBA.R 

1966-67 (-) 59' 14 (-) 19'85 45'17 (-) 33'8z 

1967-68 (-)122' 14 (-) 5'97 23'24 (-)104' 87 

1968-69 (-)156,66 II'05 50'67 (-) 94'94 ----
(-) 337'94 (-) 14'77 II9'o8 t'-)233'63 

1969-70 (-)103'74 66'85 13'65 (-) 23'24 

1970-71 (-) 3,80 (-) 50' II (-)55'03 (-) 58 '94 

1971-72 27'27 (-) 13'06 (-) 15'65 (-) 1'44 

OVERA.LL (TranJ,"iJrion DW6/op,"e," and Crossbar) 

1966-67 (-) 63' 53 (-) 22'71 56'95 (-) 29' 29 
1967-68 (-)14['23 (-) 12'20 31'79 (-)121'64 
1968-69 (-)16)' 91 8'32 63'59 (-) 89'00 ----

(-)365'67 (-) 26, 59 152 '33 (-)239'93 

-----
1969-70 (-) 89'08 65' 17 33'76 39'85 
1970-71 (-) 4'44 (-) 4'58 (-) 63'44 (-) 72'46 
1971-72 32'91 (-) 14'01 (-) 14'36 4'54 

NOTE: (I) Minus balances represent excess of standards over actuals and plus balances 
represent excess of actuals over standards, 

(iI) 'B' reprcaeots sales to P&T ,only. Sales of noo-ltabli.hed items to oon-
P&T. custom:rs are aU included under 'A' stablished items, 
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P.tiaIlars 0/ c;ostfJtJf'iahcm dWision wise/or thpyear 1971-72.' as/ol/o",1 :-

~Rupeea in laths) 

Variation on Material Over/under Total. 
completed valuation absorption 

orders differences of over-
heads 

SUJln1i"d 

""'" MAX. 14S' 08 (-}220'09 87'26 12' 2S" 

Transmission (-) 50'08 (-) IS' 33 20'41 (-) 45'00 

Development 2'59 (-) 0'41 0'22 2'40 

J & K Unit (-) 0'98 2' 16 (-) 0'04 1'14 

Overall 96'61 (-)233'67 107'8S 29'21 ----
Non stabilised itllms 

Transmis8ion (-) S'73 (-) 0' 14 0' 33 (-) 5'54 

Development II'37 (-) 0'81 0'96 11'52 

Crossbar 27'27 (-) 13,06 (-) IS'6S (-) 1'44 

Overall 32'91 (-) 14'01 (-) 14' 36 4'54 
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APPENDIX X 
(Vid, Para 7' 14) 

Stat,ment shormng the Br.ak-llp of Of)'" and Under Absorption of shop Overhed, 
lind". Expenditllr, and Volume Vanane, 

(Ra. in laths) L 

Expenditure Volume Overall Remarks 
variance rvan·nce variance 

2 3 4 5 -
Stabilised Division 

MAX 

1966-67 (-)z6' 98 (+)15'26 (-)rr' 72 

1967-68 (-)43'35 (+)29'04 (-)14'31 

1968-69 (-)3'71 (·1-)54'40 (+)SO'69 

(-)74'04 (+)98 ' 70 <+)24'66 

1969-70 C+ )58'96 (+)45'40 (+)104'36 

1970-71 (-)40' 59 (+)50' 53 (+)9'94 . 
1971-71 (+ )47' 31 (+)39'95 (+)87'26 

(+)65'68 (+)135'88 (+)201'56 

Trammission 

1966-67 (-)3'14 (-f- )12' 01 (+)8'87 

1967-68 (-)18'98 (+)31'36 (+)12,38 

1968-69 (-)4'66 (+)26,67 (-t )22'01 

(-)26' 78 (+)70'04 (+)43'26 

1969-70 <+)6,29 (+ )35'60 (+)41 ,89) 

1970-71 (-)2.5'01 (+)21'14 (-)3'87' 

1971-72 (+ )10' 70 (+)9'71 (+)20'41 

(-)8'02 (+)66'45 (+)58 '43 

DlWlopment 

1969--70 (+)3'26 (+)1,80 (+)5'06 

1970-71 (-)1' 77 (-)0'42 (-)2' 19, 

1971-72 (+)0'15 (+)0-07 (+)0'20 

(+)1'64 (+)1'45 (+)3'09 
_, __ a _____ '~,,--'---· 

lS8 



189 
----,--- ----

2 .~ 4 S 

J&K, UNIT 

1969-70 (-)0' 51 (+)0'85 (+)0'34 

1970-71 (+)0'95 (-)0'52 (+)0'43 

1971-72 (+)0,60 (-)0'64 (-)0'04 

(+)1'04 (-)0'31 (+)0'73 

·Non Stabilised 

,Trammisn.n 

1966-67 (-)1'16 (+)4'42 (+)3'26 

1967-68 (-)3'20 (+)5'29 (+)2'09 

1968-69 (+)1'13 (+)4'81 (+)5'94 

(-)3'23 (+)14'53 (+)n'29 

1969-70 (+)0' 50 (+)2'83 (+)3' 33 

1970-71 (-)0'16 (+ )0'13 (-)0'03 

1971-72 (+)0'17 (-l- )0' 16 (+)0'33 

(+)0'51 (+)3'13 (+)3'63 

tDette10prrunt 

1966-67@ • • @included 
under MAX 
during 1966-

(+)1'33 
67, 

1967-68 (+)5'13 (+)6'46 

.1968-69 (+ )3'46 (+ )3' 52 (+)6'98 

(+ )8, 59 (+)4,85 (-+ )13' 44 

1969-70 (+)10'79 (1.)5'99 (+)16'78 

1970-71 • (-)6' 78 (-)1'60 (-)8'38 

1971-72 • (+ )0,65 (-l-)o' 31 (+)0'96 

(+)4'66 (+)4'70 (+)9' 36 

,Crossbar 

1966-67 (+)35'78 (+)9'39 <+ )45' 17 

1967-68 (+)5'74 (+)17'50 (+)23'24 

·1968-69 C+):w23 (+)20'44 (+)50'67 

(+)71'75 (-t )47' 33 (+)II9'OS -----_ .. -
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APPENDIX m 
Summary of conclusions I Recommenwations of the Committee on' 

pubhc Undertakings contained in the Report 

SI. Reference to para 
No. No. in the Report 

(1) (2) 
.... ~ ... ---

1 2.15 
to 

2.16 

'r, 

~. i',,-

'; , 

.,-

2 2.17 

Summary of conclusions Recommendatio!'! 

(3) 

The Committee regret to note that no serious· 
effort has been made to dete.rmine precisely the 
capacity of the MAX and Transmission Divisions 
from year to year. The targets and actual pro-
duction have been indicated in the Transmission, 
Division in terms of value alone. In view of the 
fact, that targets of production <1f the various 
items had to be varied. from year to year depend-
ing upon the product-mix and in view of the fact 
that value of production could rise' on account of 
price and quantity variance and otlier factors. the 

ICommittee feel that there was ~ clear-cut yard-
stick available to the Management for evaluating 
the efficiency in production performance. The 
Committee recommend that keeping in view the 
past performance and tbe likely types of orders 
to be received, it should be possible for the Com-
pany to make an accurate assessment and fix the 
capaCity for evaluating the performance. The' 
Committee find that, on the one hand, the Manage-
ment stated that the production schedules were 
prepared taking into account the availability of 
machines, equipments and also the fore cast of 
the orders, on the other hand the Management 
attributed the shortfall in production to the fixa-
tion of targets deliberately at a higher level as 
a measure of incentive for higher production. 

The Comn1ittee also found (vide Chapter VI 
of this report) that sales performance of the 
Company revealed that the Company failed to, 

197 
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be available. Even when the targets were revised 
taking into account the various factors, they 
were found to be in excess of the available capa-
city in some cases and the production fell far 
short of targets as well as available capacity. 
The Committee cannot but conclude from all 
these factors that the targets were not being 
fixed on rational and scientific basis. The Com-
mittee feel that fixation cl targets at a higher 
level earlier and slashing down later is not a 

. healthy practice in production planning as it 
gives misleading picture of the performance of 
the undertaking_ The Committee, therefore, 
again stress that all out efforts should be made' 
to fix the targets on a more rational and scientific 
basis taking into consideration all the factors 
concerned with producti<on and the company 
should take adequate steps to ensure that the 
targets are a,ctually achieved. 

2.18 The Committee note that tpe actual production 
generally fell short of the targets both in the 
MAX and Transmission Divisions from 1966-67 to 
1970-71. The Committee were informed that the 
shortfall in production were mainly on account 
of inadequate receipt of raw-materialslcompo-
nentslpiece parts and of prescribed quality, non-
receipt and non-availability of imported stores 
and the labour efficiency being less than 100 per 
cent. The Committee note that while the Com-
pany had already ta'ken' measures to ward off 
delays in obtaining import licences and to see 
that supply of indigenous components are receiv-
ed well in time, the labour efficiency had decUn-
ed from 105.9 per cent in 1965-66 1:0' less than 100 
per cent in 1971-72, although the amount of 
labour incentives both direct and indirect show-
eel an unward trend from 1965-66 to 1967-68 and 
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again in 1971-72. The Committee note that out of 
31 &hops now fu.nctioning, 5 shops have not atten-
ed 100 per cent efficiency at any stage while 7 
shops have fallen below 100 per cent efficiency 
from 196£ .. 70. TheCommittee are concerned to find 
that while the expenditure on labour incentives 
has increased, the efficiency has actually come 
down thus causing shortfall in production. The 
Committee note that the incentive scheme al-
ready in vogue was reviewed in January, 1970 
and according to the Management, certain modifi-
cations would be called for in the Scheme and 
these are under active consideration. The Com-

. mittee recommend that the Management should 
finalise the modified scheme without any further 
delay ensuring that the modified scheme does not 
have any adverse effect. The Committee have 
also suggested that the Management should consi-
der relating labour incentives to productivity so 
as to improve the efficiency and achievt! better 
production performance. The Committee have 
also suggested that the reasons for decline in 
efficiency in the 7 shops should be gone into and 
suitable remedial measures taken to improve their 
effiCiency. 

3.9 The Committee note that on account of the 
changes in the actual specifications of equipment 
required by the P&T in variation of the Jorbagh 
pattern which was stipulated in the agreement 
entered into in May, 1964 with BTM, the catalouge 
supplied at the time of entering into agreement, 
for special machines, tools and test equipment 
and equipm~nt. units did not contain many items 
ordered by the Company with the result that the 
Company had to obtain a supplementary cata-
louge in December, 1966. The Committee note 
that even the original and supplementary cata-
logues together were not found exhaustive and 
consequently for items remaining uncovered 
priCing details Were obtained as and when neces-
sary. The Committee are at a loss to understand 
why the specifications required by P&T could not 
have been settled well in advance of concluding 
the agreement with the BTM. 
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The Committee regret to note that the matter 
regarding escalation terms applicable to the 
items covered by the supplementary catalogue 
and later quotations is still pending settlement 
and only provisional payments have been made 
for the supplies received. The Committee also 
note that the escalation terms prescribed in the 
supplementary catalogue were also different 
from the original. The Committee were informed 
that orders were not. placed catalogue-wise or 
quotation-wise separately but as and when re-
quired ,as per P&T Production pattern and it is 
now difficult toasSt!ss the value of orders cata-
logue-wise !OI", '.quotation-wise separately. The· 
Committee fail to understand as to why the terms 
and conditions·<1£ purchas::: could not be settled in 
advance and why orders against different cata-
logues .and quotations were not placed separately 
and how payments therefor were regulated 
especially when the escalation terms for supple-
mentary catalogues and later qu'Otations were· 
different from the original. 

The Committee need hardly stress that sup-
plies against the different catalogues and quota-
tions should be segregated at least now and 
terms of escalation and payments therefor finally 
settled without delay. The Committee also stress 
that the terms and conditions of purchases should 
be settled well in advance. of placing the orders 
So that the Management may know the exact con-
tractual liability and financial implications to , 
avoid disputes at a later stage. 

3.15 The Committee note that the agreement with: 
to the BTM which was to have expired on the 21st 

3.17 May, 1971 was extended first from May, 1971 to 
May, 1972 and again from May, 1972 to May, 1973~ 
in spite of the problems of production as well as; 
in the maintenance of cross-bar exchanges sup--
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plied by the collaborators. The Committee were 
informec( that this extension was for the benetlt 
of ITI in order to enable follow-up action for the 
removal of certain deficiencies in the equipment 
particularly in design most of which relate to 
defective spark quenchers, corrosion of certain 

I 

parts due to climatic conditions, circuit defects and 
common control equipment etc. While the Com-
mittee note that the cross-bar system of tele-com-
munications is modern in design, concept and uti-
lisat;on, they are constrained to point out that 
the type of cross-bar technology for manufacture 
in India has been found in actual practice not to 
be fully suited to our conditions. The Committee 
are at a l'~ to understand how such a serious 
short:oming crept in when a technical team of 
senior offidals had gone round different countries 
to examine and recommend the most suitable 
type of cross-bar equipment for manufacture in 
the country. The Committee were informed that 
the Company indicated to the collaborators, the 
pattern of traffic and other information which 
was sufficient only for the strowger system and 
without adequate data about the periodicity of 
calling which was an essential feature in this 
system and which has an important bearing on 
the design of the equipment. The Committee 
fail to understand why such an essential pre-
requisite as periodicity of calls was not indenti-
fled in detail and the special feature of Indian 
'conditions kept in view while selecting the colla-
boration for the cross-bar eqUipment. The Com-
mittee feel that at least at the time of preparing 
the Detailed Project Report, these features should 
have been gone into in detail so that the type of 
cross-bar exchange and the equipment which wa.c; 
manufactured really suited·the Indian conditions. 
The net result of the serious omission has been 
that in the case of the cross-bar system installed 
in Bombay, as compared to 9,400 lines capacity 
only 6019 lines could be provided resulting in a 
recurring loss Of about Rs. 30 lakhs per annum. 

--------_ .. __ ._---------------_ .. 
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This matter has been highlighted by the Public-
Accounts Committee, (1971-72) in paragraph 1.1 
of their 2nd Report (5th Lok Sabha) while exa-
mining the financial implications of the defective 
cross-bar system installed in Bombay. Since tais 
equipment has also been installed elsewhere, the 
Committee apprehend that the financial loss 
might be far higher. In view of the above, the 
Committee desire that the reasons for not keep-
ing in view the peculiar conditions of Indian 
telephone operation while d~eiding foreign col-
laboration and latter not rectifying this serious 
omission even at the time of preparing the detail-
ed project report should be gone into and respon-
sibility fixed. 

The Committee note that Government claim 
now to have found solutions to overcome these 
shortcomings. The Committee wish that Govern-
ment had taken concerted measures much earlier 
and had effected the necessary rectification with-
out any loss of time. At any rate, the Commit-
tee desire that the cross-bar equipment already 
installed should be systematically rectified and 
the Committee informed whether it has, in fact. 
now been able to achieve the rated capacity in 
actual operations. The Committee would also 
like ITI to confirm that the cross-bar equipment 
now being manufactured at least conforms to the 
Indian requirements and is free from the defects 
which had earlier depressed its operating capa-
city I efficiency. 

The Committee would also like Government to 
analyse in detail the shortcomings and handicaps 
which have been experienced in selecting this 
foreign collaboration and in its subsequent opera-
tion so as to learn the requisite lessons and advise 
all Pub:ic Undertakings how to avoid such pitfalls 
in future. 

The Committee note that though the origi-
nal estimate for Ks. 127 lakhs sanctioned by Gov-
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ernment in 1966 was exceeded as early as 1966-67 
the Company prepared a revised estimate only 
after the project had been fully set up in 1968 
and submitted it to the Board of Directors in 
June, 1970. The Board approved the revised es-
timate in October-November, 1971 i.e. after more 
than one year and the revised estimates were 
sanctioned by Government in 1972 after another 
10 months. 

The Committee regret to note the laxity of 
financial control both on the part of Management 
and Government in having allowed the Company 
to continue to incur expenditure on the project 
without a Revised Estimate being prepared and' 
approved by competent authority. The Commit-
tee need hardly stress that the Revised Estimate 
should not be construed as a completion Report 
of the Project but it is an instrument of financial 
control and should have been prepared and got 
sanctioned when there was the slightest likelihood 
of the estimates being exceeded and not after the 
project was fully set up. The Committee feel 
that Ministry should also have taken steps to 
obtain the Revised Estimate even in 1966-67 when 
the expenditure exceeded the original estimate. 

The Committee recommend that the procedu-
ral delays and' various lapses which have caused 
the delay in the preparation and sanction of the 
revised estimates should be investigateci and res-
ponsibility therefor fixed. 

The Committee are surprised to note that 
though the project estimate envisaged the manu-
facture of local exchanges. trunk exchange, Rural 
exchange, PABX's concentrator line units for use' 
with step by step equipment and pentaconta 
equipment. no time schedule was laid down 
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either in the agreement which was to run till 
August, 1971 or in the Project Report or by the 
Company for taking up the production of these 
items individually. 

The Committee were informed that produc-
tion of various types of equipment referred to in 
agreement was taken up depending on priority 
requirements of P. & T. from time to time and 
therefore, a time schedule for production of indi-
vidual items was not necessary. The Committee 
were also informed that a detailed time schedule 
was made by the Company only for manufactur-
ing local and trunk exchanges as they were more 
concerned with larger exchanges than smaller 

The Committee feel that had a time schedule 
of manufacture of the different exchanges been 
laid down in the agreements and designs for ali 
the types and prototypes of all kinds of exchanges 
been done according to the schedule within the 
currency of the agreement, any defects ! defi-
ciencies in those areas would have come to their 
knowledge in time, before the extension of the 
agreement with the collaborators was decided 
upon. The Oommittee stress that even now it is 
too late for the Government to take steps to 
complete the trial of prototype Rural exchanges 
to assess their performance within the extended 
period of the agreement. 

3.43 The Committee no~e that according to the 
to 

3.44 
BTM agreement for setting up of the plant capa-
ble of manufacturing one lakh lines on J orbagh 
basis of contract equipment on a single shift 
working, the full capacity was to have been 
achieved in a peTiod of 36 months ccmmencing 

-- ... _---_. __ .--- -------
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from August, 1964 and ending July, 1967. The 
Committee regret to note that the actual per-
formance in terms of ou~!,ut has been much lower 
than that programmed in the agreement. The 
shortfall ranges from 67 per cent to 1 (II) per cent 
at the er:d of January, 1968. The management 
has attributed various types of delays as reason 
for shortfall in phases I and II (February, 1965-
July, 1967). The management have also admit-
ted that there were delays in finalisatioll of faci-
lity schedules/specifications, etc. by the P. & T. 
Though for some of the delays pertaining to sup-
ply of know-how, semi-equipped assemblies etc., 
the BTM was also responsible, the Committee 
regret to note the absence of any provision :n the 
agreement with the BTM for taking action 
against them for such delays or for cl'liming the· 
damages from them. The Committee "lew with 
concern that these delays have ultimately affect-· 
ed the training and the production programmes. 
The Committee would like that the reasons for 
delays should be investigated. 

The Committee also take a serious view of the 
lack of advance planninl! and the preparation of 
specifications by P. & T./ITl before f'ntering into 
agreement so that the specification<;; could be 
mane availgble to the BTM for compJeting the 
C'ontractual obligations in time. The Committee 
see no reason why in a project of this Magnitude 
which involves erection and commissioning of a 
sophisticated equipment, thp proc:rress of 'which 
depeT'.ds on schedulintT at different sta~ec; the 
Company should not haw taken advanta~e of 
modern managemetlt tl~~h"'i"llec; likp "PERT" tf'\ 
re\riew the pr~ramme. identify thl> delays lnd 
take timely remedi'll measures at diffp.rpnt stages 
to achieve the targeted programme. 

--" ... _._-----
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Apart from the financial losses, the Commit-

tee would like to point out that at a time when 
the country is seriously short of telephone equip-
ment and the waiting list runs into sevp.ral years 
to metropolitan towns, it is unfortunate that we 
should not have been able to manufacture equip-
ment of the requisite quality at IT! upto the in-
stalled capacity. The Committee are greatly dis-
satisfied with the lack of urgency with which the 
various manufacturing problems encountered 
have been tackled in ITI and desire that the mat-
ter should be looked into at the highest level in 
order to take concerted measures to overcome 
these deficiencies and reach production as per the 
installed capacity. 

The Committee are greatly perturbed to note 
that as compared to the Fourth Plan target, the 
IT! would fall short by as much as 2.34 lakh lines 

. including 70,000 lines of rural exchange. 

The Committee note that though 60,000 lines 
of P&T were equated by the Management to one 
lakh lines of Jorbagh pattern originally envisag-
ed in the agreement with the collaborators, the 
optimum production could not be achieved by the 
Company even in 1970-71 due to certain deficien-
cies like short supply of machines, shortfall in 
foreign exchange and po:')r f"unHty of indigenous 
supply of raw materials. The Committee regret 
to note that the short supply of machinery come 
to the notice of the Management only after two 
years of installation and running and when the 
factory could not achieve the quantum of pro-
duction specified in the project report. The Com-
mittee find that:-

" ..... soon after the (present) Chairman 
and Managing Director too over charge 
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in June, mo, he had detailed discussion 
with the officers on the Audit Report and 
while going through the causes and the 
difficulties for attaining the rated capa-
city, it came light that the machine 
capacity was still not sufficient. They 
pointed out that they could not make the 
C.()'ITect and full assessment of the ma-
chine capacity earlier as the various 
mechine operating timings had not been 
received in full from B. T . M. " 

The Committee regret to note that even now 
information pertaining to know-how and stan-
dard time data has not been received by ITI from 
BTM for a large number of items, components 
and assembly operations. 

10 3.48 . The Committee are surprised that though 
under the agreement with the collaborators, the 
BTM were responsible for such defects and defi-
ciencies, the agreement did not E:ven include a 
penalty clause providing for claim for liquidated 
damages for any failure to supply the machines 
in a specific time. The Secretary of the Ministry, 
during evidence, admitting this lacuna stated, 
"when the collaboration agreement was reached, 
this question of compensation was discussed and 
it was finally decided not to include any penalty 
clause in the agreement." The Committee are 
not happy at the way in ".,hich thil1gS connected 
with BTM agreement had been handled. The 
Committee would therefore like that the whole 
matter reg:: :-::li~- to: the agreement with the BTM 
should be thoroughly inve~tigated and the res-
ponsibility for not only entering into such a de-
fecthre agreement but a]so the failure to take 
follow up action at different stages during the 
implementation of the agreement be fixed. -_ .. _----------------------
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The Committee also strongly recommend. 

that Government should learn the lesson from. 
this experience and ensure that agreements with 
collaborators include suitable clauses providing 
for levy of penalties and recovery of liquidated 
damages in cases of delays or fallure to fulfil the 
contractual obligations either in full or in part. 
The Committee would also like Government! 
BPE to issue suitable gUidelines in this regard. 
to all Public Undertakings. 

The Committee were informed that with the 
addition of the machines which are now being 

. received from BTM, the Company would have 
the capacity to manufacture all the items that 
were mentioned in the agreement. The Commit-
tee. however, regret to observe that no revised 
parameters according to the P. & T. pattern were 
fixed correspondin.g to those included in the ag-
reement for judging the actual performance with 
the result that no useful comparison could be· 
possible with the agreement and the terms there-
of enforced. The Committee view with concern 
the failure of the Management in not having in-
timated the revised production pattern!pro--
grammes to ETM in time and inciuded them in 
a supplementary agreement to the main contract 
so that the terms of the contract could have been 
enforced and responsibility for shortages at seve-
ral stages pinpointed. 

3.51 The Committee also note that a term of the· 
World Bank Consultants had made a number of 
suggestions for improving- the production effici--
ency in the factory, procurement system. stock 
control of materials, closer coordination between 
P.&T. and ITI, creation of bulfer stoeks far-
strategic materials etc .. ' The Committee hope 
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that these suggestions will be implemented and' 
the production of the Company improved and, 
efficiency enhanced. 

The Committee regret to note that the deci-
sion to make USe of the tool room facilities avail-
able for strowger type of equipment or crossbar 
production on the expectation tha t there would 
be tapering oft' of strowger production was not 
correct especially when the crossbar equipment 
was quite new to the Country and there was no 
experience in the use of this type- of equipment. 

The Committee note that only when the Com-
pany was faced with critical situation of large 
number of breakage in tools d~ring production 
that the Company thought of ordering a dupli-
C'3te set of tools and establishing full tool-room 
facilities. The Committee also note that in the 
meantime the Company had to plnce orders for 
import of 4 tools from the very same collabora-
tors i.e. BHM for a CIF value of Rs. 1.25 lakhs 
and another set of 13 tools from B'I M and other 
companies. Had the duplicate set of tools been 
procured in time, the Company would not have 
suffered the loss in production. 

The Committee view with concern the lack of 
proper plan:ning in the proviSion of tools, and 
tool-room facilities which has caus(!d loss of pro-
duction. 

The Committee also take a Rerious view of the 
failure on the part of the Management in not 
having assessed the demands (If strowger type of 
equipment in time before a decision about tool-
room facilities for crossbar prodnction was taken. 
The Committee hope that with the establishment 
of a full-fledged tool room, ITT would be able to 
over come the difficulty of lack of tools required' 
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for the manufacture of crossbar type of equip-
ment in future. 

The Committee fail to understand how the 
I.T.I. management and the Government could 
ensure implementation of the agreement and that 
of the project as per schedule ill the absence of 
any record being maintained to indicate even the 
actual dates of the receipt of know-how etc. The 
Committee are .::l:SO surprised as to how the Man-~ 
agement could state that th~ manufacturing 
Know-ho,w had been received in time, by and 
large in the absence of the record. The Commit-
tee emphasise the need for k"!eping a complete 
record of receipt of all types of know-how in-
cluding production and engineering information 
vis-a-vis the scheduled dates to enable the Man-
agement and the Government to keep a close 
watch so that it can be ensured that the provi-
sions of the agreement and the project are imple-
mented as per schedule. 

The Committee have already commented on 
the defective agreement with BTM in not having 
mcluded a penalty clause in the agreement. 

The Committee find that against the staff re-
quirement of 15 officers and 1235 operative 
and inwl'ect staff on achieving 100 per cent 
(If efficiency envisaged in the Project Report for 
Production of 1000,000 lines, the Company has 
on 31-3-1972 a strength of 31 officers and 1401 
o1;)erative and indirect staff whereas the produc-
tion was only of the order of 80,000 lines. Al-
though the Committee were informed that the 
present strength is not more than the strength 
assessed bv the Industrial Engineering Depart-
ment the Committee, are inclined to feel that the 
staff is much in excess of the requirements espe-
cially when the production has not reached 100 
per cent level. The Committee are concerned 
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that the Company could not attain the expect-
ed level of efficiency in the Assembly and 
Manufacturing Divisions of the Crossbar Unit 
whereas the percentage of efficiency is only of 
the order of 60.87 and 50.72 in 1971-72. The 
Committee strongly recommend that Manage-
mentlGovernment should go into the reasons 
responsible for low achievement of the required 
level of efficiency and should take suitable re-
medial measures to improve the etIic1ezlc)' and 
attain maximum production. The Committee 
also recommend that employment of staft should 
be strictly regulated to the needs of production 
and production pattern to avoid over-staffing at 
any stage. 

The Committee have been repeatedly ('om-
ing across instances where officers and other 
staff grossly in excess of requirements as envis-
aged in the detailed project report etc., are em-
ployed. What distresses the Committee most 
is that even when the requisite level of produc-
tion or even a substantial portion thereof has not 
been reached, the officers and staff employed 
usually is far in excess, of what would be even 
required for achieving 100 per (ent level of pro-
duction. 

This is indicative of the luxity with which 
the appointments of staff are made in the be-
ginning which militates against disciplined hard 
work and thereby vitiate the atmosphere in 
Public Undertakings for achieving optimum pro-
duction results. The Committee would ~ike 

Government at the Highest level to analyse in 
detail the reasons for recurrence of such lapses 
and lay down guidelines to obviate their recur-
rence. The Committee would like Govern-
ment to hold the Chief Executives squarely res-
ponsible for any such lapse in future so that pro-
duction discipline is maintained all along the 
line. 
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16. 3.69. The Committee note that because of the pric--
ing formula adopted by the Company for cal--
culating the selling price on the basis of a lower 
labour emcie~2Y of 35 per cent during 1965-66 to-
1967-68 and 50 per cent in 1968-69, the Com-
pany has fixed the selling price at Rs. 1243-
per line during 1965-66 to 1967-68 and at 
Rs. 864.20 per line during 1968-69 as against. 
the estimated evaluated rates of Hs. 883.:W and 
Rs. 651.00 during the corresponding periods. Con-
sequently, the Company has recovered from the 
P. & T., Rs. 312.03 lakhs more than what it should 
for the supplies made tl1 it during the period. 
from 1965-66 to 1968-69 The Committee were 
informed that from 1969-70, production of cross-
bar exchanges was executed in the f0rm of' 
equipments and charged as such. Even so, the 
average cost per line has been worked out as 
Rs. 1603 during 1969-70 and Rs. 2327 during 
1970-71 which are again very much higher than 
the estimated cost as evaluated. The Commit-
tee are inclined to feel that if in spite of low 
efficiency and low utilisation of capacity, the 
company is making profits, it is mainly because 
of the fixation of selling prices at much higher 
rates t.han what they 5hould be. Under the-
procedure now followed by the Company and 
recovery of additional costs from its mai.n con-
sumers P. & T., and other Government Oepart-
ments the figures of profit shown by the Com-
pany are not true index of its efficiency. The-
Committee regret to o:'lserve that while this 
pricing procedure has enabled the Company to 
present a better financial picture, it has really 
proved to be an extra burden on the ey.che'!uer. 

The Committee would, therefore. stress that 
merely judainJ! from these hi~her prol'tc; the 
Company !'I]o,~uld not develop a senSf' of I!om-
placency and take undue advantage <1f their 
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monopolistic positio,l. The Committee recom-
mend that aim of the Company should be to 
manufacture their products at most economic 
costs by increasing their labour efficiency and 
maximising production and thereby supply the 
vital equipments at reasonable rates. 

The Committee find that the percentage of 
total hours lost toJl total booked hours was 
2.6 per cent in 1968-69, 2.15 per cent in 1968-
70 which decreased to 1.99 per cent ill 1970-71 
and to 1.12 per cent in 1971-72. Althou~h the 
Management considered this percentage 'is not 
unduly high, the Committee note that the loss 
has been mostly on account of la('k of raw mate-
rials. As mentioned in the Chapter regarding 
"Material Management", the Secretary of the 
Ministry of Communilcations conceder! during 
evidence that inventorv in ITl was verY' high. 
The Committee pre surprised that while on the 
one hand ITI are carrying excessive inventories, 
on the other labour remains idle for want of 
materials. 

The Committee, however, informed that in-
spite of the fact that ITI wer~ engaged in pro-
duction of one of the most important infrastruc-
ture items of equipment in this country, they 
are not listed by Government as a t:riority in-
dustry with the result that the production of the 
Company' suffers. The Committee feel that ITI 
being the major mdustry me.ztin;.; the increas-
ing demands of telephones !Uld transmission 
equipments in the country should not be made 
to suffer on account of shortape of bAsic it<!ms 
of raw materials like ~teel sectlC'ns and steel 
sheets. The Committee, thel'efore. recommend 
that the Government should maKe a correct 
ac;sessment of the requirements of ITI for steel 
sections and steel sheet!': and i.reat thC'm on high 
priority basis so that the Company has not to 
suffer on account of shortage or lark of essential 

---- ------_ .... _.-._ .. _----------------
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raw materials and con~equ~ntly the labour re--
maining idle. 

The Committee wOllld like Management to·· 
review the matter in the light of the study made 
by the Administrative E,taft College. Hyderabad 
and the suggestions made hy ~h~ study team of-
the International Bal'\l\.. of reconstruction and' 
Development, Washington and evolve a suitable 
system of store purchase and control so that pro-
duction in ITI does not suffer at any time for 
lack of materials. 

The Committee are unable to appreciate· 
why prior to July, 1970, out of 3046 machines 
spread over 35 shops, machine uU;isation, cards 
were maintained only in respect of 126 machines 
in the Auto Shop of MAX Division. The Com-
mittee note that since July, 1970, records of 
machine utilisation are being kept in respect of 
machines which cost Rs. 20,000 in value and' 
more. The Committee would like that the re-
cord of machine utilisation "hould be scrutinised 
in detail in order to identify the reasons for less 
than full utilisation and take effect:ve measures-
like arranging timely supply of spares and mate--
rials, servicing of machines and mtdntenance and 
standardisation of product mix to get the best 
results. 

As regards the machines for which machine-
utilisation cards are not being kept at present, 
the Committee would suggest that an overall re- . 
view should be made from time to time say-
once a year-to make sure that these machines. 
are really needed and to derive necessary guide-
lines to see that investment is not made in·; 
machines which would not be put to use. 

One of the reasons given for decrease in per--
centage of utilisation of machinery in 1971-72 as~ 

--_ .. __ .... - -_.- _._- _ .... _---------
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compared to 1967-68 is that percentage of absen-
teeism has risen to 12.3 per cent in 1971-72 Il'om, 
8.35 per cent in 1967-68. The Committee are not 
able to appreciate the reply of the undertaking 
that they have not worked out the percentage of 
absenteeism in the first and second shifts. 
though they have a feeling that the percentage 
of absenteeism in the second shift is on the high 
side. The Committee would like the undertak-
ing to analyse the matter in .tail and take 
effective action to see that the percentage of ab-
senteeism is reduced. The Committee need 
hardly stress that effective action should be taken 
to see that production and utilisation of machines 
do not suffeI on this account. 

The Committee note that the overall actual 
sales fell short of both the budgeted and revised 
budgeted sales during 1966-67 to 1968-69 but the 
situation, however, improved from 1969-70 to 
1971-72. The Committee, however, note that the 
Company has not been fulfilling its targets for 
sales to P. & T., during the years 1966-67 to 
1970-71 except for a small excess over the revis-
ed target In 1968-69. 

As the country depend largely on ITI for 
telephone and transmission equipment, the Un-
dertaking s~ould leave no stone untnrned to 
meet the r-cqt;ir::mcr.ts of the P. & T. The Com-
mittee fnd from the ap"roach paper to the Fifth 
Plan of 1'11 that the e .. -imated demand for tele-
phone instrumentll during the 5th Plan period'· 
is 24 lakh instruments and the bncklog during 
the 4th Plan is estimated at 5 lakh instruments. 
Similarly, the P. & T., have planned for instal-
lation of microwave equipment over 15,000 route· 
Kms., coaxial system on 10,000 route Kms. and· 
l()ng distance transmtsslbn equipment over .. 
number of open Wirelines. 
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The Committee recommend that the Com-
pany should in consultation with the p. & T., fix 
realistic targets of sales taking into account the 
demands of P. & T., and ensure that such tar-
gets are actually achieved and the demands of 
public met to the maximum extent by improv-
ing efficiency and stepping up production. 

6.8 The Committee note that there has been short-

6.9 

.~ fall in the exports by the Company as compared 
to the targets fixed during the years 1967-68 to 
1969-70. The Committee were informed that 
export targets are fixed with due regard to the 
need for meeting the home demands particular-
ly of P&T. The Committee also note that the 
value. of the products exported by the Company 
has come down from R.s. 89.71 lakhs in 1969-70 
to Rs. 32.08 lakhs in 1971-72. The Committee 
were informed that main reasons responsible 
for decrease in export is declining demand for 
strowger type equipment aoo open wire carrier 
equipment and unless ITl's cross-bar equipment 
and Microwave are available for exports, IT! 
will not be able to reverse the trend. The Ce"m-
mittee were also informed about the difficulties 
in procurement of special raw materials requir-
ed for export orders. The Committee, therefore, 
feel that the targets for exports have not been 
fixed on a realistic basis taking into account all 
the relevant factors like declining demand of 
its products outside, production possibilities etc. 

The Committee, therefore, recommend that 
before fixing the targets for exports, a proper 
demand survey of the export market should be 
undertaken and targets fixed consistent with the 
home demands for such products. 

The Committee also recommend that Govern-
ment should provide ITl special facilities for 
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procurement of the reqUisite type of raw mate-
rials required for export orders to enable the 
Company to fulfil its commitments of exports. 

The Committee ;regret to note that the total 
value of P&T orders outstanding as on 31-3-1969 
was 18.61 crores and year-wise break-up of thelie 
orders was not maintained till October, 1969 fOl 
one reason or other and control over execution 
of the orders was being exercised only through 
periodical meetings between P&T and ITl. The 
Commitee also note that the total value of or-
ders outstanding as at the end of 31st March, 
1972 was over Rs. 50 crores out of which the 
orders of P&T alone amounted to Ra. 35.58 crore'S 
and the value of outstanding orders has been 
increasing from 1969-70. 

The Committee were informed that m respect 
of non-P&T orders though a record of orders 
with values was maintained, it was not comp-
lete with full particulars. The Committee are 
unhappy to find that though a computer was in-
stalled by the Company in the year 1966, they 
did not assign the priority to get the data re-
garding the orders received and those outstand-
ing computerised. The Committee are unable to 
understand how in the absence of vital informa-
tion the management is able to exercise any 
effective' control over the execution of orders. 
The Committee recommend that the position 
should be carefully investigated and responsi-
bility for failure to maintain proper record of 
the orders received and executed before Octo-
ber, 1969 should be fixed. The Committee also 
recommend that the IT! should exercise neces-
sary control to 'See that the orders are accompa-
nied by all the required specifirations and other 
details in 'C1l"der to avoid delay later in execution. 

----- .. __ .. _---------- ----_.----_ .. _-_._---_._--_. 
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The Conu;ni~ were informed that long deli-
veries were due to lack of capacity and steps for 
decentralisa.ticm have also been taken from June, 
1972. The Committee were also informed that 
the nOl'mal cycle-time for a major order to wait 
ranges from 18 to 24 months and in the case of 
minor orders for standard equipment, the wait-
ing period ranges from 6 to 18 months. 

The Committee need hardly stress that ITI 
should endeavour to accelerate the pace of pro-
duction by improving its efficiency and proper 
advance planning procurement of materials and 
thus reduce the waiting time for the orders to 
the minimum. 

The Committee hope that with the coming 
up of the new units of the IT! and with improv-
ed efficiency and forward planning for materials, 
it should not be difficult for the IT! to clear up 
the backlog of the orders and ensure timely exe-
cution of the new orders. 

The Committee note that because the produc-
tion in the cross-bar Division is not yet stabilised 
technical estimates are obtained for evaluation 
Q~ the wark in progress in respect of interme-
diate production in certain specified depart-
meJ'lts. The Committee feel that working out 
standard costs based on technical estimates only 
for intermediate production in certain specified 
departments will not ensure a scientific and rea-
listic costing for evaluation of work in progress. 
The Committee, therefore, r.ecommend that the 
correct standard costing practice should be adop-
ted and the standard costs for the production of 
crossbar division fixed on a scientific basis. The 
Committee also recommend that these standard 
costs· should be reviewed periodically and vari-
ations between standard costs and actuals an1-
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-lysed to take remedial measures to reduce the 
cost of production and effect adjustments as 
necessary. 

The Committee note that standard costs are 
fixed with reference to lay ants/drawings for ma-
terials and engineering estimates for labour. 
The Committee also note that the number of 
layouts has increased from 59,000 in 1969-70 to 
77,0(}:) in 1971-72. The Committee were inform-
ed that unless there is a change in process or 
design tool or work simplification or material 
SUbstitution no revision of lay-outs is undertaken. 
The Committee feel that in view of the large 
number of layouts and the frequent changes in 
product mix/designs especially in Transmission 
Division, there should be a systematic time-
controlled plan of review of layouts with a view 
to fixing the standard costs as accurately as pos-
sible and improve upon the performance. 

The Committee note that the Company has 
been following a standard costing system based 
on labour efficiency of 100 per cent in MAX and 
50 to 80 per cent in Trall$mission. The Committee 
were informed that the standard costs were 
varied from year to year consistent with the 
changes in labour-efficiency, although such vari-
ation were done with the concurrence of P&T. 

The Committee also note that actual percent-
age of labour emciency in shops was in excess 
of the percentage adopted for standard costs in 
6 shops of MAX and 2 of Transmission and less 
than the adopted percentage in 3 shops of MAX. 

The Committee would like the undertakin~ 
to analyse in detail the factors inhibiting labour 
efficiency and take remedial measures to achieve 
100 per cent efficiency. 

---------
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The Committee were also informed that the. 
costing system has been designed to conform 
to the multi-stage production pattern in vogue 
with an in built cost control system. The Com-
mittee, however, note that the system does not 
provide for determination of product-wise actual 
costs. While the Company has provision for 
cost-control/comparison at every stage of pro--
duction of components against individual shop, 
orders, the Committee do not see any reason 
why the data available cannot be utilised by the· 
Company in working out the product-wise actual 
cost so as to provide a suitable basis for com-· 
parison with the standard cost. Such product-
wise analysis of actual cost will be helpful in' 
the fixation of prices for various products on a 
scientific basis. The Oommittee therefore, urge' 
that the compilation of product-wise actual cost 
be undertaken early. 

The Committee also recommend that the 
standard costs should be reviewed and re-fixed 
taking into account the present trends in labour 
efficiency and material costs so that variations in 
costs may be kept to the minimum. 

The Committee note that in the process of 
compilation of costs, actual costs are not compi-
led product-wise bu~ are compiled in respect of 
shop orders only. The Committee further find that 
the so-called actual costs of shop orders cannot 
be considered as "actual" since these are based' 
on standard rates for labour, materials, and 
overheads and variation beyond 10 per cent in' 
cost of materials, are only taken into account. 
When shop orders on completion are transferred 
to stores, these are again at standard rates and' 
variations between these costs and the value 
"actually" determined at the shop level are taken' 
to cost variation adjustment account. 

---------_._- .. __ •.. _--- --------------
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The Committee were informed that the "ac-
tual" costs so compiled and standard costs are 
compared with reference to the total production 
on a quarterly basis. 

The Committee feel that the present system 
does not provide an effective method of compa-
rison of actuals with standard costs, since break-
up of cost of final product into labour, materials 
and overheads is not available for cO'st control 
and the standard rates of materials are not re-
vised with reference to variation in cost of ma-
terials. Besides the actual costs compiled are 
themselves defective and do not represent the 
actual costs in the true sense of term. Since the 
practice adopted doe3 not provide for an effec-
tive control on the cost of the products and 
affects the profitability of the undertaking, the 
Committee strongly recommend that the under-
taking should put the costing system on sound 
footing and consider the introduction of a sys-
tem of departmentaJ budgeting and expeditious 
closing of shop orders. The Committee also re-
commend that the company should take steps to 
review the standard rates by a careful analys;s 
of the figures in the cost variation adjustment 
accounts, and revise the standard rates suitably. 
The Committee also recommend that the under-
taking s~ould study the costing system adorted 
by ATE of U.K.IBTM who are the collaborators 
for the manufacture of the telecommunication 
equipments, with a view to evolve a better and 
more effective system of costing and manage-
ment control. 

The Committee note that in respect of MAX 
and Transmission Divisions standard Costs for 
Stabilised items were higher than the costs t;:om-
piled by the Company by 177.31 lakhs durin~ 
1966-6'7 to 1968-69 while the position was the re-
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verse during 1969-70 to 1971-72 when the costs 
compiled by Company were higher than the: 
standards by 73.01 lakhs. The Committee note 
that under the present system of costing, cost 
variances only beyond 10 per cent in respect of 
oroers value over Rs. 50.000, were analysed, and 
even such an analysis indicated a number of de-
fects in the system. The Committee were inform-
ed that variations were primarily due to shop 
orders remaining current £0'1" larger periods than 
one year and the long time factor in the closure 
of shop orders. The Committee were informed 
that a revised procedure whereby planning and 
scheduling is on a monthly basis broken down 
further into weekly scheduling is being gradual-
ly introduced and this will eliminate cost varia-
tion as have been occurring hitherto because of 
the long-time taken in the closure of shop orders. 

The Committee note that master shop oroers 
constituted the major portion of the overall cost 
variance in respect of completed orders and 
these were not suscept:ble of analysis under the 
?resent system. The Committee were informed 
that "under the revised. production planning and 
shop scheduling procedure introduced in the 
MAX and Transmission Divisions, master shop 
order system is being applied for production of 
homogeneou'3 codes only and as measures of 
control the cycle time of master orders has been 
Hmited to Ii shorteT period viz. about 6 months." 

The Committee note that during 1966-67 to 
1971-72 thE'!,D was An nvenll under recoverv of 
overheads to the extent of 331.73 lakhs. Under 
recovery on acC'ount of volume variance Rs. 372.21 
lakhs, was offset by net savln~ of Rs. 40.48 lakhs 
on aecount of expenditure variance. The Com-
mittee also note that under recovery of overheads 
under volun'le variance was also to under utilisa-
tion of capacity and also on account of non-

-. -- ------- ------------------
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employment of direct labour consequent on 
diversion of production work to ancillary indus-
tries and farming out or orders. The Committee 
were informed that diversion to ancillary units 
was done with a view to increase the overall 
production in the factory and such diversion did 
not affect the utilisation of existing machnery. 
The Committee are su.rprised to find that, in spite 
of this, there is shortfall in producti01'l. and the 
utilisation of capacity is only of the order of 
60 to 70 per cent resulting in under-recovery. 
The Committee urge that the reasons for under 
utilisation should be investigated by a team of 
experts so that production performance is im-
proved by carefully deploying the labour and put-
ting the machines to optimum utilisation. 

The Committee would strongly urge that the 
system of costing and procedure for cost analysis 
should be streamlined and put on a scientific 
footing So that the variations in cost could be 
analysed at each stage in a comprehensive man-
ner on all shop orders and reasons for variation 
pinpointed and remedial measures taken to over-
come the defects. The Committee hope that the 
revised procedure of planning and scheduling 
being introduced, will enable closing of shop 
orders in shorter intervals.so that there is more 
effective cost control at shop levels. 

The Committee note that product-wise actUal 
costs are' not' compiled by the Company to en-
able comparison of selling prices with such actu-
al costs. From the comparison of the seIling 
prices with the stand and costs, the Committee 
find that the range of variation in the selling 
prices of the products of, both MAX and Trans-
mission Divisions has been Wide. The range of 
variation in the standard costs also has been 
equally so. The Committee also note that there 
has been increase in selling prices aod standard 
costs of several products of MAX and Transmis-

-----_ ...... -
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sion Divisions including the Telephones during 
1969-70 to 1971-72. The Committee note that in 
the absence of break-up of standard costs into 
its constituents viz. labour, materials and over-
heads the Mana·gement is not in a po'sition to 
indicate specific reason for variation in stan-
lard costs from year to year. 

The Committee need hardly stress that it is 
imparative to streamline the procedure of cost-
ing and that the Company should c-ompile prO'-
duet-wise actual costs and also analyse the varia-
tions between the standard costs and the actuals 
and take suitable remedial action. The Cont-
mittee regret to observe that the basic commer-
cial principle of finding out product-wise actual 
costs for comparison with the selling prices to 
find out the financial viability of the undertak-
ing has not been followed. The Committee hope 
that this position would be set right without any 
further delay. 

7.31 The Committee note that the number of pend-
ing shop orders has increased from 20,905 on 
31-3-1969 to 24,3'67 on 31-3-1972. The age of 
these orders ranges from one to six years. -'\1-
though all shop orders are required to be closed 
within a period of six months, out of the pend-
ing orders on 31-3-1972, as many as 2,347 orders 
are more that one year old, 531 orders are bet-
ween two and three years, 239 orders between 
two and three years and 2 orders each between 
four and five and six years. The Com-
mittee also note that out of the orders outstand-
ing on 31st March, 1972, 531 shop orders valued 
at 184.98 lakhs have a credit balance of Rs. 5.000 
and above and these -include 223 physically com-
pleted orders. The Committee note that besides, 
these there are as many as 3,375 physic91ly com-
pleted orders with a net credit balance of 52.,13 
lakhs. The Committee also note that the value 

---_._---_._---_ .. ------
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of work-in-progress is arrived at on the basis of 
cost cards for pending shop orders and does not 
.reflect the value of the works based on the physi-
cal stage oi completion. The Committee find 
that the Management informed the Board of 
Directors in August, 1971 that the revised pro-
duction planning!shop schedule scheme introduc-
ed in November, 1969 to acheive a better and 
more effective cost control did not yield the anti-
cipated results mainly because of deficiencies in 
proper documentation at the shop level and di-
fficulties in linking the debits/credits to the in-
d:vidual schedules_ The Committee were inform-
ed that the problems arising from the introduc-
tion of the revised production planninglshop 
schedule scheme are under examination with a 
view to taking necessary remedial action and if 
the difficulties/deficiencies encountered could be 
removed, the scheme would prove a success. The 
Committee strongly urge that the company 
should take expeditious action to identify the 
deficiencies and defects and the reasons there-
fore and take immediate remedial action to re-
move them so that a correct picture of the value 
of work in progress is available. 

The Committee were also informed that 
efforts were being made to clear the old items 
by constant review. The Committee need hardly 
stress that the Company should adopt more 
business· like practices to ensure timely excution 
of shop orders and strict adherance to delivery 
schedules. 

The Committee find that about 80 per cent of 
the products manufactured by m are supplied 
to Posts and Telegrapm Department under the 
pricing terms incorporated in an agreement bet-
ween the Company and P&T. The Committee 
are however, surprised to note that since incep-
tion no proner and fixed pricing policy has been 
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evolved by the Government with regard to the, 
sale of both the stabiLlied and non-stabilised_ 
items for production. The ad hoc arrangements. 
had to be revised on several occasions as they 
were found not working to the satisfaction of 
either the ITI or the P&T. The Committee note~ 
that the pricing policy has been changed with 
effect from April, 1972, and new agreement has 
been entered into between P&T and ITI. Even 
the present agreement provides for adjustments 
of the payments/recoveries for cost variations. 
The excess or deficit in the estimates are to be 
made good by the P&T or refunded to P&T as 
the case maybe. 

The Committee note that conflicting state~ 

ments have been made by the Management and' 
the Ministry as to how are the cost variation un-· 
der the standard costing system would affect 
the profitability of the Company. The Commit-
tee also note that in the new agreement it has 
been presumed that Company would run at 90 
per cent efficiency. As the efficiency depends' 
upon many factors like labour-management rela-
tions, adequate supply of material, proper train-
ing of the workers etc., the profitability of the 
Company is likely to be affected by all the vari-
able factors resumed· in the new agreement. 
Since the IT! have the beneflt of latest machi-
nery and equipment in their production units and-
advantage of a large captive market, the Com-
mittee need .hardly stress that the undertaking 
should improve its efficiency, increase output 
and effect economics so as to bring down the 
cost of manufacture of their produets to even 
less than the international prices so that the pro-
ducts of the ITI can benefit even the Common 
man. 

The Committee also note that in the cases of 
non-stablUsed items the present policy is to re-



(1) 

31i 

(2) 

9.6 
& 
9.7 

--------- -------
(3) 

fund credit variation before expiry of the follow-
ing financial year after determining the amount 
of cost variations on the tinalisation of the ac-
counts for the earlier year. 

To ITI are proposing to request P&T to waive-
the claim for interest· ~n ('Ost variations. The 
Committee would like to be informed of the 
development.. 'llhe Committee would, however 
stress the need for setting the credit variations. 
soon after the dose of the financial year so that 
payment of interest charges to P&T can be 
avoided. 

The Committee note that the stock of ra, ... 
materials including installation and production 
stores as on 31-3-1972 was equiv,alent to 16 
months requirements. Although the inventory 
level has been brought down from 19 months' in 
1967-68 to 16 months' in 1971-72, the Committee 
feel that the inventory is still very high, com-
pared to the norm of 6 months' requirements. 
recommended by the Committee on Public Un-· 
dertakings in their 40th Report (3rd Lok Sabha) 
on Material Management. Even according to 
the Management, the inventory holdings consi-
dered reasonable in terms of production re-
quirements were 6 lhonths in the case of indi-
genous items and 9 months in the case of impor-
ted items. The Committee also note that the in-
ventory of raW materials has risen from Rs. 
1161.3V lakhs in 1970-71 to Its. 1531.71 lakhs in 
19'1-72 and the increase has been mainly due to· 
purchased items. 

The Committee note that the system of ma-
terial management in the Company has been got 
examined by the Administrative Staff College. 
HYderabad who while giving their report and' 
recommendations had observnd that "ad hoc 
decisions such as annual indenting, decentrali-
sing the purchase function etc. without adequate. 
pre-planning show trends in dislocation of func-
tions crises and inventocy piles." 

The Committee feel that the Company should 
have by this time implemented the re~ommen
dations contained in the report of the Administra- . 

----------------------~--------------
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tive Staff College and taken appropriate action 
to streamline the purchase procedure which at 
present is stated to be causing considerable pro-
blems and ensure that the level of inventory is 
brought down to the norms considered reason-
able consistent with exigency of production so as 
to aVoid unnecessary accumulation of stores 
resulting in locki!lg up of capital. 

The Committee also recommend that IT! 
should als take advantage of the computer for 
working out an effective system of inventory 
control. 

The Committee note that the value of dor-
mant and slow-moving stores increased from Rs . 
234.4Iakhs at the end of 1967-68 to Rs. 286.5 lakh, 
at the end of 1968-69. Though it came down to 
Rs. 16'5.55 lakhs at the end of 1970-71, it a~ain 
increased to Rs. 219.32 lakhs at the end of 1971-
72 representing 16.81 per cent of the inventory. 
The Committee also note that the value of dor-
mant stores alone ranged from 12.3 per 
cent of the inventory in 1967-68 to 6.65 per cent 
in 1971-72. The bulk of dormant and slow-mov-
ing stores was accounted for by the raw mate-
trials, MAX and Transmission Stores which have 
shown an increase of Rs. 48 lakhs from 1967-68 
to 1968-69 and again Rs. 46 lakhs from 1970-71 
to 1971-72. 

The Committee were informed that items 
bad become dormant and slow-moving due to 
frequent changes in methods, processes and de-
signs which had taken place in the factory especi-
ally in Transmission eqiupment. The Commit-
tee also note that against the accumulations of 
dormant items from the inception of the factorv 
stores of the value of R~. 37 .42lakhs had to be 
written off. The Committee are concerne-i tC' 
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find that while on the one hand shortfalls in. 
production are attributed to the shortages of 
raw materials and Transmission Stores, and 
machinery and labour remain idle on this ac-
count, on the other, there are accumulation of 
dormant and slow-moving equipment which are 
ultimately written off. The Committee recom-
mend that purchase of materials especially 
Transmission Stores and Transmission Equip-
ments which are susceptible to frequent changes 
in design, methods processes, etc. should be regu-
lated after a careful assessment of the require-
ments to avoid accumulation of stores over long 
periods and ultimately becoming obsolete or 
written off. 

They have been informed that a Committee 
had been appointed to review the stores dec-
lared dormant/slow-moving. The Comittee 
hope that a careful analysis of the dormant and 
slow-moving stores will be made so as to segre-
gate items which are really surplus to require--
ments and action taken to dispose them of in-
the best interest of the Public Ur..dertaking. 

The Committee note that the Company has 
achieved import substitution of raw materials and 

components to the extent of Rs. 348.58 lakhs 
from 1986-67 to 1971-72. As conceded by the 
management themselves, "while the pace of im-
port substitution has been fairly satisfactory, 
there is scope for improvement." 

The Committee find that the Company is still 
importing 296 lakhs worth of materials annually. 
One of the more important materials imported 
in large quantities byITI is the ferrite core-
used for Transmission equipment, the annual 

-------------
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requirement of. :which is of the order of 10 tons 
valued at approx),mately Rs. 55 lakhs. In this 
connection, the Estimates Committee in their 
103rd Report, (Third Lok Sabha 1965-66) had ob-
served that, " .... though two firms were licensed 
in August 1963, and July, 1964 to manufacture 
soft ferrites with the process developed by Natio-
nal Physical Laboratory, they have yet to go 
into full production, thus necessitating iinport of 
soft ferrites in addition to their production de-
partmentally by the National Physical Labora-
tory. _ The Committee recommend that Natio-
nal Research Developme::t Corporation should 
ensure that the parties, who are granted licences 
for commercial exploitation of the CSIR pro-
cesses actually adhere to the stipulated schedu-
les for commercial production and that the pro-
duction targets are adher~d to by them in actual 
practice. 

The _ Committee should think that since soft 
ferrites can be manufactured with know-how 
developed by National Physical Laboratory 
there should be no occasion for allowing foreign 
collaboration for manufacture of this variety of 
soft ferrites. Effective measures should also be 
taken to ensure that production of soft ferrites 
is commenced immediately by the firms con-
cerned, with the National Physical Laboratory 
process, in order to meet all internal require-
ments so that the import of soft ferrites and 
departmental production by National Physical 
Laboratory could be ~topped as early as possible. 

The Government in their reply to this ra-
co~mendation stated that the licences issued to 
these two firms became effective from 1st April 
1964 and the firms had gone into production from 
1st October. 1965 and 15th September, 1965 res-
pectively. One of these firms had also asked for 

-_. -'-'---"'---'- ---------_. ----
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expansion 01 its umts and a letter of approvcu 
'haa been lssued. 1n adaition, licences to thr~e 
more nrm.. naO alSO Qeen issued. From the 
above It would appear that 5 firms are engaged 
in tne manu1acture of ferrites based on the 
know-how developed by the National Physical 
Laboratory. The Committee see no reason why 
in spite of the indigenous manufacturers in the 
field, this basic raw material should be continued 
to be imported at the expense of precious 
foreign exchange of Rs. 55 lakhs per annum. 
The Committee strongly urge that the Company 
should tap the indigenous resources in the field 
and meet their requirements instead of import-
ing them. 

The Committee also note that another field of 
indigenous manufacture where progress has been 
very slow compared to that in advance coun-
tries is in the fi,eld of integrated circuits, Inte-
grated circuits of various types are basic build-
ing blocks in digital communications as in other 
associate fields like computer application, desk 
cal~ulators, electronic exchanges etc. The Com-
mittee need hardly stress that a well considered 
crash programme of Research and Develop-
ment for establishing indigenous manufacture in 
this promising field should be implemented so 
that the. IT! and other concerned public under-
takings can exploit this latest technology in their 
production programme. 

The Committee note that as on 31-3-1972 a 
sum of Rs. 280.95 lakhs was outstanding towards 
loans from Government of India and ISEC. New 
York. The Committee also note that the amount 
outstanding against deferred credit was Rs. 227.73 
lakhs on that date. 

The working results of the Company are 
indicative of its healthy financial pos'tion. In 
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view of this the Committee hope that it should. 
be possible for the Company to wipe oft its. 
outstanding loans so that payment of interest. 
charges thereon is avoided. 

The Committee regret to note that on the; 
basis of the pricing polIcy followed by the Com-
pany in respect of stabilised items, debits to the 
extent of Rs. 34 lakhs and Rs. 26 lakhs during. 
1969-70 and 1970-71, respectively were retained 
by the Company resulting in reduction of profits. 
The Committee, therefore, suggest that the 
Management should take effective steps to 
secure economies in cost so that these do not 
over run the prices to be paid by the P&T' 
Deptt. 

The Committee also regret to note that there· 
had been a declining trend in the profits of the 
Company during 1968-69 and 1969-70 although 
the profit showed a slight increase in 1970-71. 
The Committee were informed that manufactur-
ing and trading accounts were prepared for all 
the products together and not separately for its 
main divisions-MAX, Transmission and Cross-
bar, with the result that financial results of each 
of the divisions could not be accurately assessed~ 
The Committee are surprised that there should 
have been such a lacuna in the maintenance of 
accounts so far. The Committee feel that in the 
interest of identifying the deficiencies in the 
working of the different divisions of the project, 
separate manufacturing and trading accounts 
should be prepared for each of the main diVI-
sions to ensure rectification of such deficiencies 
in time and to achieve greater efficiency and: 
economy in operation. 

The Committee note that the question of pre-· 
paration of the proforma accounts more fre-· 
quently (now being prepared annually) is 

----.------ .--- - .. -_._-----_._---------
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under consideration of. the Management. T.he 
Committee hope that a system of preparing t.he 
proforma accounts more frequently will be in-
troduced soon so that the dIvision-wise wOl'kiing 
results are made known to the Managem ant 
from time to time. 

The Committee note that against the f urn-
over of Rs. 2594.58 lakhs the total book deb ts of 
the Company was Rs. 489.691akhs (18.9 per f::ent) 
and out of the latter, Rs 75.68 lakhs rela~ te to 
debts outstanding for more than one year. The 
Committee regret to note that the bulk 0 f the 
sales for which payments were outsta· nding 
relate to supplies made to Government. fte 
Committee expect that payments outstanding 
with Government Departments should have 
been followed up at the highest level and vigo-
rous steps should be taken for their reaIt satJon. 
The Committee suggest that to have a deiterrent 
effect on avoidable delays the feasihiliity of 
charging interests on delayed payments r nay be 
examined. The Committee also sugge 8t that 
the procedure for bi1linl!' and settlem ent of 
formalities should be strictly followed td ensure 
that in no circumstances payments are allowed 
to be outstanding for more than 2 months. 

While the Committee are happy to 'Oote that 
the Second Factorv for manufacture -of Lon~ 

Distance Transmission equipment was started 
in Naini without any outside collaborlrtion. they 
deprecate the delav of 2 years in even applying 
for an indll~tTial licence for the Dr<i.ject sanc-
tioned in 1968. The Committep 1",(1 thJlt ron". 
ernme,nt tnok Another one vellr for "'mantin" thp. 
licence. The Committee aTe C!onstrained to 
observe that surh delays defeat the ve'rV object 
of shrtiml' a second transmission factory to 
aUl!tnent their production. 



~----.-- ..... ------- _._----- -.--::.: 

(1) (2) (3) 
.--.---... --- --_._._----

The Committee note that the estimates origi .. 
nally sanctioned in 1968 for Rs. 248.60 lakbs 
have since been revised and the revised esti-
mates for Rs. 340.53 lakhs are to be put up to 
Government for approval. The Committee 
expect that Government would critically go into 
the reasons for the excesses over the original 
estimates and take prior approval of Parliament 
in case of substantial revision. The Committee 
would like in this connection to draw attention 
of Government/IT! to para 5.18 of the Sixty-
sixth Report of the Committee on Public Under-
takillJlS (Fourth Lok Sabha). 

MGIPND-LS II-391 LS-12-7-73-1425. 
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