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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to submit the Report on their behalf,
present this Fifty-Seventh Report on the Action Taken by Govern-
ment on the recommendations contained in the Thirty-Fourth Re-
port of the Committee on Public Undertakings (Fifth Lok Sabha)
on the Indian Telephone Industries Ltd.

2. The Thirty-Fourth Report of the Committee on Public Under-
takings (Fifth Lok Sabha) was presented to Lok Sabha on the 25th
April, 1973. Replies to all the 46 recommendations (unvetted by
audit) were received from the Government by 12th February, 1974.
Further information in respect of 8 recommendations was, however,
called for and the requisite information was received from the Gov-
ernment by 18th July, 1974

3. The replies of Government and further information received
from Government were considered by the Action Taken Sub-Com-
mittee of the Committee on Public Undertakings on the 24th Decem-
ber, 1974. The Action Taken Sub-Committee authorised the Chair-
man to finalise the Report on the basis of the decisions of the Sub-
Committee, to circulate it to the Members of the Committee for
adoption and to present the same to Parliament.

4, The Report has been divided into the following Chapters: —
(I) Report

(II) Recommendations that have been accepted by Govern-
ment,

(III) Recommendations which the Committee do not desire to
pursue in view of Government’s replies.

(IV) Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee.

(V) Recommendations in respect of which final replies of
Government are still awaited.

5. An analysis of the Action Taken by Government on the recom-
mendations contained in the Thirty-Fourth Report of the Committee

(vi))



(viii)
is given in Appendix II. It would be observed therefrom that out of
the total number of recommendations made in the Report 48 per
cent have been accepted by Government. The Committee do not
desire to pursue 22 per cent of the recommendations in view of Gov-
ernment’s replies. Replies of Government in respect of 30 per cent
of the recommendations have not been accepted by the Committee.

NAWAL KISHORE SHARMA
New DEeLHr; Chairman,
March 4, 1975. Committee on Public Undertakings.

Phalguna 13, 1896 (S).




CHAPTER 1
REPORT

A. MAX and Transmission Divisions
Recommendation No. 1 (Paragraphs Nos. 2.15 & 2.16)

The Committee noted that no serious effort had been made to

determine precisely the capacity of the MAX and Transmission
Divisions from year to year.

The targets and actual production had 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 felt that there was no
clear-cut yardstick available to the Management for evaluating the
efficiency in production performance. The Committee recommended
that keeping in view the past performance and 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. The Committee found 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
forecast of the orders, on the other hand the Management attributed
the shortfall in production to the fixation of targets deliberately at
a higher level as a measure of incentive for higher production.

The Government stated in reply that with the customer agreeing
to a long-term planning of their requirement followed by placing of
firm orders and with the many improvements already made in pro-
curement of materials, advance planning etc, ITI expected to

achieve quantitative targets and the budgetted sales to a large
extent.

The Committee note that the ITI is expecting to achieve the
quantitative targets and the budgetted sales to a large extent with
the customer agreeing to a long-term planning of their requirement
followed by placing of firm orders. The Committee reiterate their
recommendation that it should be possible for the company to make
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an accurate assessment and fix the capacity more realistically by
greater coordination with the P & T who are their principal cus-
tomer,

B. Decline in efficiency
Recommendation No. 3 (Paragraph No. 2.18)

The Committee noted that the 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 re-
ceipt of raw materials/components/piece 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 noted
that while the Company had already taken measures to ward off
delays in obtaining import licences and to see that supply of indi-
genous 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 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 noted that out of 31 shops then func-
tioning, 5 shops had not attained 100 per cent efficiency at any stage
while 7 shops had fallen below 100 per cent efficiency from 1969-70.
The Committee found that while the expenditure on labour incen-
tives had increased, the efficiency had actually come down thus
causing shortfall in production. The Committee noted that the in-
centive scheme already in vogue was reviewed in January, 1970 and
according to the Management, certain modifications would be called
for in the Scheme and these were under active consideration. The
Committee recommended that the Management should finalise the
modified scheme without any further delay ensuring that the modi-
fied scheme did not have any adverse effect. The Committee had
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 had 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.

The Government stated in reply that the labour efficiency while
stood at 105.9 per cent in 1965-66, it came down to less than 100 per
cent in 1971-72 for the following reasons:—

“In all incentive schemes it is planned to include initially
those groups where sufficient amount of margin exists in
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the industrial engineering timings to promote an improve-
ment in efficiency with additional effort on the part of
the operatives. As efficiency improves and crosses the
base, the operatives start to earn incentive money. This
momentum continues till it reaches an optimum efficiency
above the base and nearer or exceedings 100 per cent. As
the scheme gains momentum and the earnings become
sufficiently attractive additional group's and shape are
brought on the incentive scheme, as soon as conditions
can be created for such an incentive scheme to work
effectively.

During the period from 1965-66 to 1971-72 the emoluments of
the workers were increasing while the rates paid for in-
centive earnings had not been matching the same rate of
increase. Correspondingly the motivational element of
the incentive has to some extent been eroded and this
resulted in a decrease in the overall efficiency. This pro-
cess has been aided to some extent by difficulties-in keep-
ing the operators supplied with materials all the time.
Due to delays and difficulties in making available mate-
rials in time in the earlier parts of the year, there has
been a tendency to keep down employment of men and
to compensate for this by employment of staff on over-
time during the second half of the year. In an environ-
ment where overtimes and incentives operate simultan.
eously the incentive are generally less attractive.

The cumulative effect of these three factors has, therefore,
been a gradual fall in efficiency of production. The re-
vision of the incentive scheme is being mnegotiated with
the workers’ union. While negotiating the new agree-
ment, the recommendation of the Committee to relate
labour incentives to productivity more directly would be
borne in mind.”

The Committee note that the revision of the incentive scheme is
being negotiated with the workers’ union. The Committee reiterate
that the incentive scheme may be finalised at an early date keeping
in view the Committee’s earlier recommendation that the labour
incentive may be related to productivity so as to improve efficiency
and achieve better production performance.
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C. Cross-bar Projcct—Defects in design

Recommendation No. 5 (Paragraphs Nos. 315 to 3.17)

The Committee noted 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 well as in the maintenance of
cross--bar exchanges supplies by the collaborators. The Committee
were informed that this extention was for the benefit of ITI in order
_ to enable follow up action for the removal of certain deficiencies in
the equipment particularly in design most of which related to de-
fective spark quenchers, corrosion of certain parts due to clima-
tic conditions, circuit defects and common control equipment etec.
While the Committee noted that the cross-bar system of telecom-
munications was modern in design, concept and utilisation, they
were constrained to point out that the type of cross-bar technology
for manufacture in India had been found in actual practice not to be
fully suited to our conditions., The Committee were at a loss to un-
derstand how such a serious shortcoming crept in when a technical
team of senior officials had gone round different countries to
examine and recommend the most suitable type of cross-bar equip-
ment for manufacture in the country. The Committee were infor-
med 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 had
an important bearing on the design of the equipment. The Committee
failed to understand why such an essential pre-requisite as periodi-
city of calls was not identified in detail and the special feature of
Indian conditions kept in view while selecting the collaboration for
the cross-bar equipment. The Committee felt than at least at the
time of preparing the Detailed Project Report, these features should
have been gone into in detail so tha* the type of cross bar exchange
and the equipment which was manufactured really suited the Indian
conditions. The net result of the serious omission had been that in
the case of the cross bar system installed in Bombay, as compared to
9,400 line capacity only 6,019 lines could be provided resulting in a
recurring loss of about Rs. 30 lakhs per annum. This matter hgd
been high-lighted by the Public Accounts Committee (1971-72) in
paragraph 1.1 of their 2nd Report (Fifth Lok Sabha) while examin-
ing the financial implications of the defective cross-bar SY§tem in-
stalled in Bombay. Since this equipment had also been msta}led
elsewhere, the Committee apprehended that the financial loss might
be far higher. In view of the above, the Committee desired that the
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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.

The Committee noted that Government claimed now to have
found solutions to overcome these shortcomings. The Committee
wished that Government had taken concerted measures much ear-
lier and had effected the necessary rectifications without any loss of
time. At any rate, the Committee desired that the cross-bar equip-
ment already installed should be systematically rectified and the
Committee informed whether it had, in fact, been able to achieve
the rated capacity in actual operations, The Committee also liked
ITI to confirm that the cross-bar equipment now being manufactur-
ed at least conformed to the Indian requirements and was free from
the defects which had earlier depressed its operating capacity/effi-
ciency.

The Committee also liked Government to analyse in detail the
shortcomings and handicaps which had been experience in selecting
this foreign collaboration and in its subsequent operation so as to
learn the requisite lesson and advise all Public Undertakings how
to avoid such pitfalls in future.

The Government stated in reply that the Indian Telephone 1ndus-
tries Limited, Bangalore, were manufacturing the strowger type of
switching equipment in collaboration with M/s. Automatic Tele-
phone & Electric Company of UK. 1In early sixties, the need for
adding another type of switching equipment, which would be
modern in design and also provide facilities contemplated in the
context of nation-wise subscriber trunk dialling was felt. A high
level Committee of technical.experts of the Posts & Telegraphs De-
partment was formed to go into the selection of a suitable new
switching system. Members of this Committee visited various
foreign countries which were manufacturing modern telephone
switching equipment to make a on-the-spot study of the various
systems in operation in those countries. The Committee recom-
mended the cross-bar switching system for adoption in India. A
tender for supply of 48,000 lines of local exchanges and 6,500 lines
of trunk automatic exchange equipment and for collaboration in the
setting up of the cross-bar switching equipment of similar design
was called for and the quotations received were considered by a
Committee. Amongst the cross-bar systems put up before the Com-
mittee, the following three were consider.. ‘or adoption in this
country: —
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(i) IME system of Sweden;
(ii) BTM system of Belgium; and
(iii) NEC system developed by Japan

For reasons of high price and difficult terms of collaboration, the
offer of IME was ruled out. Between the two offers of NEC and
BM the offer of BTM of Belgium was preferred for the following
technical considerations: —

(a) BTM, in conjunction with ITT, had vast experience in the
manufacture of varied types of telecommunication equip-
ment, and had set up production units in different coun-
tries. NEC’s experience was limited to Japan.

(b) BTM, as part of the ITT Group, had experience of what
is known as the “compelled Sequence Signalling System”,
and their offer was for this sype of equipment. NEC was
vet to develop it. The then Director of Research, P & T
Department and the officers in the Telecommunications
Research Centre, were of the view that the new cross-bar
Exchange should, from the beginning, incorporate the
“Compelled Sequence MF Signalling” system,

(c) The process of manufacture of the BTM Cross-bar equip-
ment was considered simpler than the NEC, according to
the ITI Limited.

(d) The BTM and ITT had experience in inter-working of
cross-bar equipment with different types of automatic
exchanges in different countries, including the Strowger
which was the type then in use in India. The NEC’s ex-
perience was limited largely to inter-working with equip-
ment in use in Japan.

After detailed consideration of the report of the Committee of
technical experts, the Government of India decided, after obtaining
the approval of the Cabinet, in favour of the BTM system of Pen-
taconta switching equipment for this country, and collaboration
agreements with ISEC' and BTM were signed in 1964 for manufac-
ture of Pentaconta Crossbar switching equipment by the ITI Limited,
Bangalore. The signatories to these agreements from the Govern-
ment’s side were the President of India and the Indian Telephone
Industries Limited.

The agreements were valid for a period of seven 'years ending
20th May, 1971, during which period the ITI were required to reach
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a manufacturing capacity of 1,00,000 lines of switching equipment
of Jorbagh pattern. Due to various reasons, which have been en-
umerated in brief in reply to Recommendation No. 8, the ITI could
not attain the targeted manufacturing capacity before the expiry
of the contract in May, 1971. The Government of India, therefore,
extended the agreements for another year without payment of
royalty so that the ITI could during this period attain the scheduled
capacity provided in the agreements. The BTM offered fullest co-
operation to the ITI and the scheduled capacity of 1,00,000 lines per
annum was reached towards the end of March, 1972. In order to
enable the ITI to stabilise its production of Pentaconta type of
switching equipment at the scheduled capacity, it was felt that the
agreements might be extended by another year beyond May, 1972.
This was agreed to by the Government of India on the same terms
as the first extension viz., without payment of any royalty. The
agreements were finally terminated on the expiry of the second ex-
tension viz., 20th May, 1973.

One of the reasons attributed for the deficient and unsatisfactory
working of the crossbar equipment was different requirements of
telephone traffic prevailing in India-vis-a-vis other parts of the
world where Pentaconta switching equipment had been installed. It
was stated that the traffic rate depended on (a) the actual com-
munication needs of the communities; and (b) the state of efficiency
of the cross-bar system. The aspect of telephone traffic could un-
fortunately not be assessed before the Pentaconta switching equip-
ment was selected for adoption in this country. It was further
stated that it was not actually the cross-bar system which had not
been found suitable, but certain design deficicncies which subse-
quently came to notice of the Company in the particular type of
crossbar manufactured by the BTM under the traffic conditions
obtaining in the country. The reason for this was not that the de-
cision was taken without fores:ight but due to lack of experience in
the working of this system, Such a risk was stated to be inevitable
in adoption of any new system. The selection was made after
careful consideration and a thorough investigation in the matter
had revealed that no individual officer could be held responsible for
selection of this system.

The defects in the working of the crossbar equipment imported
from BTM and installed at some stations had also been identified.
A task Fore comprising of BTM, ITI and the P & T Department was
constituted and they drew up a planned programme for rectification
of these defects. Some of the defects had been rectified and the
others were being rectified as and when they were coming to notice.
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In addition, the rectification work in general was also in hand. With
regard to the crossbar exchanges installed at Bombay, where about
60 per cent lines were commissioned initially, the working capacity
had been substantially improved since then.

It was confirmed that most of the defects of the present equip-
ment had been identified and solutions for these had been found.
Arising out of these, changes had largely been incorporated already
in the equipment being produced except a few that were in the
process of of implementation. It was mentioned, however, that be-
sides modifications in the existing system design, which would con-
siderably improve the service and the capacity that could be used
in the exchanges, the overal] systems concepts which would be most
suitable for Indian traffic was also being examined afresh, and aris-
ing out of this, the necessary changes in system design as deemed
necessary were proposed to be introduced in due course.

Regarding the crossbar equipment received and already installed
in exchanges, rectification work was stated to have already been
taken up. With the progressive implementation of these changes,
the quality of service was expected to improve and fuller utilisa-
tion of the capacity of the equipment was also expected.

It was further stated that a number of changes had already been
implemented in the equipment being manufactured in ITI; for
example, the contact material and spark quenchers suitable for high
intensity traffic had already been changed in the current production
line. As more and more improvements were being conceived to
improve the performance of the equipment on account of the con-
tinued efforts put in by the Telecommunication Research Centre,
Posts & Telegraphs and the Research and Development Organisation
of Indian Telephone Industries, the equipment in production was
being modified accordingly. With these changes, the equipment was
being remedied of the major defects that it had in the earlier design
and due to this, the operating capacity of the equipment and its effi-
ciency was stated to be progressively improving. .

The Committee making further inquiry asked the Government
to state reasons as to why the important aspect regarding tele-
phone traffic to be borne by tne equipment was not taken into con-
sideration before the Pentaconta Switching Equipment was selected.

The Committee pointed out that in the crossbar system certain
design deilciencies were stated to have come to notice subsequently
in the particular type of crossbar manufactured by the BTM under
the traffic conditions obtaining in the country. The reason for this
was stated to be lack of experience in the working of the system.
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The Committtee also enquired as to why none could be held res-
ponsible for the selection of the Crossbar system the working of
which had been fqund far from satisfactory.

The Committee also desired to know whether necessary modifi-
cations in the existing system, design had been carried out. If S0,
what was the amount spent thereon? It was also enquired whether
any changes had been introduced on the basis of fresh examination

conducted taking into account the Indian Telephone Traffic and if
so, with what results.

The Committee wanted to know the total expenditure incurred on
the rectification work carried out on the crossbar equipment receiv-
ed and already installed in exchanges. It was also enquired as to
what had been the experience regarding improvement in quality of
service and utilisation of the capacity of the equipment after the
implementation of the changes.

The Committee also enquired the cost of modificatiens of the
equipment in production carried out on the basis of the efforts made
by the Telecommunication Research Centre/Posts and Telegraphs
and the Research and Development Organisation of Indian Tele-
phone Industries.

The Government in their further reply stated that the P & T De-
partment had gone in for Crossbar type common control equipment
for the first time. Before commissioning of the exchanges, it was
not known that the periodicity of calling had such, a critical influence
on the performance of the crossbar exchanges mainly due to lack of
experience in the field of common control system and due to inci-
dence of traffic on account of suppressed demands. As such these
factors could not be taken into account before the Pentaconta Switch-
ing Equipment was selected. -

It was further stated that the selection of the common control
system was made after careful consideration. In the absence of
experience such type of defects were stated not to have been fore-
seen and they were noticed only on the actual working of the system
which had been identified and were being rectified. The Govern-
ment stated that it was not correct to hold any individual officer
responsible for the defects which were found later. The detailed
project report only provided for the production of various equip-
ments for 100,000 lines in the same proportion as given for Jorbagh
Exchange which in turn had been designed by M/s. BTM. The
inadequacies wern stated to have come to notice while operating the

3024 LS—2
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-

system and could not be foreseen either at the time of the selection
of the system or at the project report stage.

Most of the defects in the existing crossbar exchanges were
stated to have been identified and the solutions for the same finalised.
This work had been done by a Task Force set up for this purpose
with the representatives from the Telecommunications Research
Centre, ITI Ltd. and the P & T Directorate. The expenditure in-
curred on the work had not been assessed. A redesign group had
been set up recently in the T.R.C. to redesign the Pentaconta System
incorporating necessary changes most suitable for Indian Traffic.

As far as upgradation of BTM supplied corssbar exchanges were
concerned, M/s. Bell Telephone Manufacturing Company was stated
to have supplied the entire modification material free of cost and also
in addition, they had agreed to pay Rs. 80 lakhs towards the cost
of manpower for executing the modification work. It was stated to
be early to say about the effect of implementation of the changes in
the exchanges because the upgradation work was still in progress.

The modifications to the equipment in production were being
carried out progressively by the ITI Ltd. The modifications con-
sisted mostly of improvement in the grade of Spark quenchers; im-
provement in protective finishing, slight increase in the size of the
electrical contact and certain modifications to the circuits and
mechanical components for improved performance. The Committee
were also informed that the cost increase was not expected to be
substantial and would be known only after all the modifications
were finalised.

The Committee note that “some” of the defects in the working
of the crossbar equipment imported from BTM have been rectified
and others are being rectified as and when they are coming to notice.
In addition, the rectification work in general is also in hand. The
Committee further note that “most” of the defects of the present
equipment have been identified and solutions for these have been
found. Arising out of these, changes have “largely” been incorpora-
ted already in the equipment now being produced except a few that
are in the process of implementation. The Committee also note that
besides modification in the existing system design, the overall syst.em
concepts which will be most suitable for Indian traﬂi.c is also being
examined afresh and necessary changes in system design “as deeme.d
necessary”, would be introduced “in due course”. The cost of modi-
fications of the equipment in production, according to the Govern-
ment, is not expected to be “substantial” and would be known only
after all the modificatiens are finalised.
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The Committee find that the reply given by Government is
couched in general terms. The Committee understand from reply
to a Lok Sabha Unstarred Question No. 1276 dt. 20-11-74 that the
programme of upgradation work in the crosshar exchanges is
still on hand and about 20 per cent of the upgradation work in the
BTM supplied exchanges at Karol Bagh and Jor Bagh and in the
ITI supplied exchange at Janpath is yet to be donme. The Com-
mittee also find that the work in Okhla and Chankyapuri exchanges
had not even been started till November, 1974.

The Committee would like the ITI to identify all the defects in
the crossbar system without any further delay and ensure that
all of them are rectified as early as possible so that the subscribers
using the crossbar system do not have to suffer inconvenience any
longer due to the faulty working of the system as heretoforce.

D. Project Estimates
Recommendation No. 6 (Paragraph 3.20)

The Committee noted that there was laxity of financial control
both on the part of Management of ITI and the Government as the
Company was allowed to continue to incur expenditure on the Pro-
ject for more than 5 years (from 1966-67 to 1971-72) without pre-
paring a revised estimates and its approval by a competent autho-
rity. The Committee recommended that the procedural delays and
various lapses which had caused the delays should be investigated
and responsibility therefor fixed.

The Ministry stated in their reply that the excess in expenditure
over the original project report was to the extent of Rs. 75.48 lakhs
under plant outlay of which Rs. 24 lakhs was due to the devalua-
tion of Indian rupee in June, 1966 and Rs. 18 lakh was due to price
escalation as laid down in the agreement, although the plant,
machinery and other facilities had been received in the ITI and
installed by 1968, it took some more time for an accurate deter-
mination of their capacity in terms of production. The precise
assessment of this aspect could be made in consultation with BTM.
This assessment was done in two stages, once in 1968 and again in
1970. As a result of the assessment and discussions, BTM, effected
free supply of 21 machines on which company had to pay a total
customs duty of Rs. 11.48 lakhs. This expenditure could not have
been anticipated in full before 1970. Further, the assessment of the
capacity of machinery and equipment installed for the crossbar
revealed later that additional machinery estimated to cost about
Rs. 22 lakhs would have to be purchased and installed for the Pro-
ject to enable achievement of the production targets as per the
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Project Report. The revised project report was thus possible only
after 1970 and the revised project report was put up to the Board
in August, 1971 and after Board’s approval it was forwarded to
Government in October, 1971. The Ministry also stated that corres-
pondence exchanged with the ITI for obtaining certain informa-
tion and clarification and consultation with the Ministry of Finance
took some time. The sanction for the revised project estimates was
issued on the 28th September, 1972,

The Government stated that as desired by the Committee, they
investigated the case and found that the time taken in sanctioning
the revised estimates was caused mainly dué to the reason men-

tioned above and it was not possible to fix responsibility on any
Individual officer.

The Committee are not satified with the reply of Government
and are of the view that the revised Project Report should have
prepared and got sanctioned when there was the slightest likelihood
of the estimates being exceeded and they should not have waited
till after the completion of the project. When the project was
installed in 1968, the assessment in terms of production and consul-
tations with the collaborators should have been done much earlier
and the revised Project Report which was stated to be possible
after 1970 should, after approval of the Board of Directors, have
been forwarded to Government long before October, 1971.

The Committee are also surprised to note that full gne year was
taken by Government to issue sanction for the revised project esti-
mates, The Committee feel that Government should have obtained
the necessary informmtion|clarification from ITI with all expedi-
tion instead of entering into long drawn correspondence so that the
revised estimates were available to the undertaking in time for
purposes of more effective financial control. The Committee would
Jike the Government to take steps to streamline the procedure for
having strict financial control on the part of both Management of
the Public Undertakings and the administrative Ministries concerned.

E. Collaboration Agreement
Recommendation No. 8 (Paragraphs 343 & 3.4)

The Committee pointed out that there was a shortfall ranging
from 67 per cent to 100 per cent in actual performance even after
6 months of the time stipulated in the agreement with the collabora-
tors viz. M/s. BTM for achieving the full capacity. The Manage-
‘ment stated that delays pertaining to supply of know-how, semi-
.equipped assemblies etc. on the part of BTM were some of the
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reasons responsible for pot attaining the actual performance within
the time specified in the agreement. These delays ultimately
affected the training and the production programmes. The Com-
mittee observed that there was no provision in the agreement with
the BTM for taking action against them for such delays or for claim-
ing the damages from them and desired that the reasons for the
delays should be investigated.

The Government have conceded in their reply that the major
reason for the slippage in achieving the capacity for many years
had been the continuous delay on the part of the BTM in supply-
ing piece parts, components, tools and machines. There were also
other factors like receipt in damaged condition of some machines
shipped by BTM etc. It has been further stated that this was
apparently the first major collaboration entered into by BTM with
any outside party and therefore, the great magnitude of work that
was involved in the transfer of know-how and the supply of
specially designed plant and machinery, jigs, tools and fixtures had
not fully appreeiated by them and thus BTM was not in a position
to meet the very tight targets which were specified by them in the
agreement.

The Committee are not satisfied with the reply of the Govern-
ment as none eise but the Government themselves were responsible
for selecting a collaborator.

The Committee regret to note that the agreement entered into
With BTM was defective inasmuch as no action could be taken for
delays on their part which badly upset the training and the produ-
tion programmes of the ITI. The Committee urge that in future
ample precautions should be taken by the Government before enter-
ing into such agreements in accordance with the instructions issued
by the Ministry of Finance (Department of Expenditure) in their
Office Memorandum No. F. 12(S) E-Coord|72 dated 26-4-1973 that
“Ministries should provide for necessary safeguards in collaboration
agreements so that the collaborator gets a stake in ensuring that
contemplated production targets are achieved according to the
schedule.” SRR 11 |

F. Deficiency in Capacity

Recommendation Serial No. 9 (Paragraph Nos. 3.45 to 3.47)

The Committee expressed their dissatisfaction about the lack
of urgency with which the various manufacturing problems had
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been tackled in ITI and pointed out that they had failed to manu-
facture equipment of the requisite quality at ITI upto the installed
capacity. It was further pointed out that information pertaining
to know-how and standard time data had not been received by ITI

‘from BTM for a large number of items, components and assembly
operations.

The Government in their reply have stated that the total plant
and machinery supplied by BTM had failed to give the rated capa-
city. As a result of series of discussions, the BTM finally accepted
the inadequacy of the plant and machinery and supplied, free of
cost, additional plant and machinery by the year 1972, It has also
been stated that ITI has now got adequate plant and machinery to
manufacture equipment as was envisaged in the agreement. The

Government have assured that the production was coming up to
the rated capacity.

Regarding not manufacturing cross-bar equipment of the requi-
site quality the Government have stated that the defects in the
equipment arose out of the fact that the equipment was based on
the designs supplied by the BTM Company which did not meet our
requirements fully. The rectification work of the defective equip-
ment by the BTM Company was under execution. References
were made to BTM regarding defects in designs and a number of
modifications and change notes were issued by the BTM and these
had progressively been implemented in ITI. The Government have
also informed the Committee that a task force consisting of engi-
neers of the P&T Department and ITI had been working out solu-
tions for further improvements to be adopted in future production
by the ITI

The Committee cannot appreciate why ITI agreed to have the
equipment which was based on defective designs and why this
matter was not gone into at the appropriate time. The Committee
desire that all the defects of the cross-bar equipment should be
rectified as early as possible and they should be informed when the
entire rectification work has been completed,

The Committee would also like that Parliament should be kept
informed of the modifications made by the ITI engineers in consul-
tation with BTM to remove the defects noticed by the former during
their study of the designs and as a result of field reports; and als?
about the progress made by the task force consisting of the engi-
neers of the P&T Department and ITI Ltd. which is stated to have
been working out solutions for effecting further improvements .to be
adopted in future production by the Indian Telephone Industries.
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G. Defective Agreement
Recommendation No. 10 (Paragraph No. 3.48)

The Committee felt unhappy at the way in which matters con-
nected with BTM agreement had been handled and recommended
that the whole matter concerning the agreement should be thor-
oughly investigated and the responsibility for not only entering
into a defective agreement but also the failure to take follow up

action at different stages during the implementation of the agree-
ment be fixed.

In their reply the Government have stated that follow up action
on various matters connected with the implementation of the
agreement was taken. The ITI had taken up the manufacture of
the cross bar equipment for the first time and had no previous
experience. They were guided by the collaborators. It was only
when the ITT installed the machines and ran them, the inadequacy
of the machines was assessed. The BTM agreed to supply free of
cost additional machines towards inadequate provision of machine
capacity in the collaboration agreement.

The Committee find that the reply of Government is incomplete.
There is no mentioned in their reply about holding of investigation
in respect of entering into a defective agreement with the Collabora-
tors, The Committee, therefore, reiterate their earlier recommen-
dation that the whole matter regarding entering into defective

agreement with the collaborators may be thoroughly probed and
responsibility fixed.

H. Manpower Analysis
Recommendation Serial No. 15 (Paragraph Nos. 3.63 to 3.64)

The Committee pointed out that they had been repeatedly com-
ing across instances where officers and other staff grossly in excess
of requirements as envisaged in the Detailed Project Report etc.
were employed. The Committee observed that even when the re-
quisite level of production or even a substantial portion thereof
had not been reached, the officers and staff employed usually were
far in excess of what would be even required for achieving 100 per
cent level of production. This indicated the laxity with which the
appointments of staff were made in the beginning which militated
against disciplined hard work and thereby vitiated the atmosphere
in Public Undertakings for achieveing optimum production results.
The Committee recommended that Government at the highest
level should analyse in detail the reasons for recurrence of such
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lapses and lay down guidelines to obviate their recurrence, The
Committee also recommended that the Government should also hold
Chief Executives squarely responsible for any such lapse in future
so that production discipline could be maintained all along the line.

The Government in their reply (January, 1974) stated that the
recommendation of the Committee was being brought to the notice
of the Bureau of Public Enterprises for issue of general instructions
for guidances of all the public undertakings.

The Committee further enquired in June, 1974 whether the
suitable guidelines had been issued by the Bureau of Public Enter-

prises in this respect. The Government stated (July, 1974) that the
BPE had yet to issue the guidelines,

The Committee are distressed to note the inordinate delay on
the part of Government to issue the necessary guidelines regarding
over-staffing in public sector undertakings. The Committee once

again desire that suitable guidelines in this regard be issued without
any further loss of time.

Recommendation Serial No. 28 (Paragraph 7.8)

The Committee noted that the costing system in vogue in the
Company did not provide for determination of product-wise actual
costs. The Committee urged that as the product-wise analysis of
actual cost would be helpful in the fixation of prices for wvarious
products on a scientific basis, the compilation of product-wise actual
cost should soon be undertaken.

The Government stated in their reply that so long as element-
wise cost control is exercised at every stage of production, there is
an automatic cost- control on the finished product as well.

A separate element wise cost comparison between product-wise
standards and actuals at the finished product stage would, accord-
ing to the Government, be a duplication of efforts.

The Committee do not share the view expressed by Government
that a separate element wise cost comparison between product-wise
standards and actuals would be a duplication. The Committee
therefore, reiterate that compilation of product-wise actual cost
should be undertaken early.
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I. Standard Costs vs. Selling Prices

Recommendation Serial No. 32 (Paragraph 7.25)

The Committee noted that product-wise actual costs were not
compiled by I.T.I. to enable comparison of selling prices with such
actual costs. The Committee also noted that in the absence of break-
up of standard cost, into its constituents viz. labour, materials and
over-heads the Management was not in a position to indicate specific
reasons for variation in standard costs from year to year. There had
been increased in selling prices and standard cost of several products
of MAX and Transmission Division including the telephones during
three years from 1969-70 to 1971-72. The Committee stressed the
need to streamline the procedure of costing and recommended that
the Company should compile product-wise actual costs and also
analyse the variations between the standard costs and the actuals
and take suitable remedial action. The Committee desired that the
basic commercial principle of finding out product-wise actual costs
for comparison with selling prices should be followed to find out the
financial viability of products of the undertaking.

The Government stated in reply that it was not possible to find
out the actual cost incurred for a product in terms of total raw
materials, labour and over-head without changing the present pro-
duction pattern and such a change was not considered desirable.
Having regard to the progressive increases in prices of raw materials
and increased wages and unavoidable increases in overheads, the
net increase in standard costs/selling prices of finished products were
to a large extent inevitable,

The Committee feel that in order to find out the financial viability
of the undertaking the basic commercial principle of finding out pro-
duct-wise actual costs for comparison with the selling prices should
be followed and this should be done without any further delay.

J. Import Substitution
Recommendation Serial No. 39 (Paragraph Nos. 9.20 & 9.21)

The Committee found that the Company imported raw materials
of the value of Rs. 296 lakhs annually. One of the important
materials imported every year in large quantities, namely, the fer-
rites core used for transmission equipment, was valued at appro-
ximately Rs. 55 lakhs. The Committee also found that Government
had issued licences to 5 Indian firms which were engaged in the



-_—

18

manufacture of ferrites based on the know-how developed by the
National Physical Laboratory. The Committee urged that the Com-
pany should tap the indigenous resources in the field and meet their
requirements instead of importing them.

The Government have stated in their reply that the soft ferrites
required by IT.I consisted essentially of pot cores. The develop-
ment work for the professional grade of ferrites essentially imported
by LT.I. was referred to NP.L. in 1966. The National Physical
Laboratory are stated to have now developed the know-how for this
item. It has been agreed that the I.T.I. should be closely associated
with NPL in this matter. It has been further stated by the Minis-
try of Communications that after the ferrites developed by the
N.P.L. are tested and found satisfactory in all respects by I.T.I., com-
mercial manufacture of this item would be taken wup. The IT.I
would then be able to get their ferrites requirements indigenously.

The Committee Wwould like to emphasise that the Company should
make all out efforts to achieve cent per cent import substitution of raw
materials and thus save the much needed foreign exchange. The Gov-
ernment should also apprise Parliament about the result of tests and
worthiness of the ferrites developed by the National Physical Labora-
tory and the extent of savings effected by ITI by way of import sub-
stitution.

The Committee feel that, now when the N.P.L. has developed the
technical know-how for the manufacture of the ferries required by
L.T.L all out efforts should be made to complete all the required tests
in this connection as early as possible and the commercial manufac-
ture of the ferrites taken up without avoidable delay so that the
precious foreign exchange spent on the import of this item can be
saved.



CHAPTER II N
Recommendations that have been accepted by Government
Recommendation (Serial No. 2)

The Committee also found (vide Chapter VI) of this report that
sales performance of the Company revealed that the Company failed
to achieve the budgetted sales from year to year mainly on account
of non-achievement of quantitative targets. The Committee note
that in some years 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 fac-
tors they were found to be in excess of the available capacity in some
cases and the actual production fell far short bf 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 Committee feel that fixation of targets at a
higher level earlier and slashing down later is not a healthy practice
in production planning as it gives a misleading picture of the per-
formance of the undertaking. The Committee, therefore, again stpess
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 production and the Company should take adequate
steps to ensure that the targets are actually achieved.

(Paragraph 2.17)

Reply of Government
The Committee’s recommendations have been noted. From 1972-73

onwards production targets are being fixed by the ITI on a more
rational and scientific basis based on capacity and order position.

(Ministry of Communications O.M. No. U.54012(2|13-Fac. dt. 20-10-73)
Recommendation (Sl No. 12)

The Committee also note that a team of the World Bank Con-
sultants has made a number of suggestions for improving the
production efficiency in the factory, procurement system, stock
control of materials, closer coordination between P&T and ITI,
creation of buffer stocks for strategic materials etc. The Committee

19
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hope that these suggestions will be implemented and the production
of the Company improved and efficiency enhanced.

(Paragraph 3.51)
Reply of Government

It is confirmed that the suggestions of the World Bank Consul-
tants have been implemented by the ITI. As a result of these and the
efforts made continuously by the Management, the volume of produc-
tion has increased in recent years as also the efficiency.

[Ministry of Communications O.M. No. U-54012|7|73-Fac. dated
27-11-1973]

Recommendation (Serial No. 16)

The Committee note that because of the pricing formula adopted
by the Company for calculating the selling price on the basis of a
lower labour efficiency of 35 per cent during 1965-66 to 1967-68 and
50 per cent. in 1968-69 the Company has fixed the selling price at
Rs. 1,243 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
Rs. 883.30 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 to 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 form 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 Committee are
inclined to feel that if in spite of low efficiency and low utilisation
of capadlty, 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 consumers P&T and
other Government Department the figures of profit shown by the
Company are not true index of its efficiency. The Committee regret
to observe that while this pricing procedure has enabled the Com-
pany 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 com-
placency and take undue advantage of their monopolistic position.
The Committee recommend that aim of the Company should be to
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manufacture their products at most economic costs by increasing
their labour effienciency and maximising production and hereby
supply the vital equipments at reasonable rates.

(Paragraph No. 3.69)
*Reply of Government

The selling price per line of Rs. 1,243 for the period 1965—68 and
Rs. 864.20 for 1968-69 applies to the Jorbagh pattern of production.
On the other hand the average cost per line of Rs. 1603 during
1969-70 and Rs. 2327 during 1970-71 has been arrived at on the basis
of actual equipment produced on P&T pattern of ordering and as
such is the cost per P&T line. The comparable cost, therefore, per
line of Jorbagh pattern of production amounts to Rs. 1069 for 1969-70
and Rs. 1551 for 1970-71 respectively, as against Rs. 1603 and Rs. 2327
mentioned in the report.

For a large proportion of the products of ITI, which are stabi-
lised, for example, Strowger equipment, prices are fixed and profit-
ability is depedent on ITI’s ability to cut down costs by improved pro-
ductivity and efficiency. Only in respect of non-stabilised new items
of manufacture like Crossbar equipment, where it is recognised that
the intial cost of production would be high, the ITI is allowed to
charge the actual cost of production with a margin of 10 per cent
towards profits. It would therefore be ITI's endeavour always to
increase its productivity and reduce the cost of production by econo-
mies in labour and material and overheads. The ITI is also endea-
vouring to increase the efficiency of its operations.

[Ministry of Communications O.M. No. U. 54012|10|73-Fac.
Dated the 28th November, 1973]

Recommendation (Serial No. 17)

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 pex
cent in 1971-72. Although the Management considered this percent-
age as not unduly high, the Committee note that the loss has been
mostly on account of lack of raw materials. As mentioned in the
Chapter regard “Material Management”, the Secretary of the Minis-
try of Communications conceded during evidence that inventory in
ITI was very high. The Committee are surprised that while on the
one hand ITI are carrying excessive inventories, on the other labour
remains idle for want of materials.

*Not finally vetted by Audit.



» 22

The Committee, however, informed that in spite of the fact that
ITI were engaged in production of one of the most important infra-
structure items of equipment in this country, they are not listed by
Government as a priority industry with the result that the produc-
tion 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 not be made
to suffer on account of shortage of basic items of raw materials like
steel sections and steel sheets. The Committee, therefore, recom-
mend that the Government should make a correct assessment of the
requirements of ITI for steel sections and steel sheets and treat them
on high priority basis so that the Company has not to suffer on
account of shortage or lack of essential raw materials and conse-
quently the labour remaining idle.

The Committee would like Management to review the matter in
the light of the study made by the Administrative Staff College,
Hyderabad, and the suggestions made by the study team of the
International Bank of Reconstruction and Development, Washington,
and evolve a suitable system of store purchase and control so that
production in ITI does not suffer at any time for lack of materials.

(Paragraphs Nos. 4.4 and 4.5)

Reply of Government

As has been pointed out by the Committee, the percentage of
total hours lost to total hours booked has been steadily decreasing
from 2.6 per cent in 1968-69 to 1.12 per cent in 1971-72. This reflects
a gradual improvement in the availability of materials particularly
of imported materials whose availability improved with the avail-
ability of foreign exchange through World Bank loans.

While it is true that the inventory of raw materials and com-
ponents in ITI has been till recently high, shortages of certain
essential scarce materials have always continued for one reason or
other and when special efforts made to procure them, do not suc-
ceed, some man-hours would be lost for want of material. Large
scale absenteeism in a shop has often resulted in material and assem-
blies not being made available in a subsequent stage and therefore
loss in man-hours for want of sub-assemblies. By providing mini-
mum stock balance and collection centres, the loss in man-hours due
to this reason is being minimised.

The matter regarding the shortage of steel sections and steel
sheets in the ITI is being examined in consultation with the Com-
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pany and it will be taken up with the Ministry concerned, if
necessary . ‘

The ITI have modified the stores purchase and control methods.
to bring about improvements in Materials Management in the light
of the Reports received from the Administrative Staff College of
India, Hyderabad, and from the International Bank of Reconstruc-
tion and Development. Inventories in the ITI have been brought
down by consistent efforts made by the Company and a strict watch
is being kept to ensure that inventories are kept within reasonable
limits.

[Ministry of Communications, O.M. No. U-54012|11|73-Fac. dated
29-11-1973Y
Recommendation (Serial No. 18)

The Committee are unable to appreciate why prior to July, 1970,.
out of 3,046 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 note that since July, 1870, 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 record of machine utilisation should be scrutinised in detail in
order to identify the reasons for less than full utilisation and take:
effective measures like arranging timely supply of spares and mate-
rials, servicing of machines and maintenance and standardisation of
product mix to get the best results.

(Paragraph No. 5.5)
Reply of Government

The observation of the committee has been noted. It is confirm-
ed that machine utilisation cards have been carefully scrutinised and’
the reasons for non-utilisation analysed and corrective action taken
in a continual manner to secure the optimum utilisation of Plant
installed. The Company has strengthened the organisation {for pre-
ventive overhauls and is also examining proposals for standardisation
of product-mix in consultation with the main customers for whom
products are manufactured in I.T.I.

Out of 3,046 machines mentioned in the report, nearly 2,000
machines are either in the nature of production aids to assembly
operation or simple hand operated presses of small value and used’
in simple operations like flattening, deburring etc. Many of these
are used only in batch opera#fons.

[Ministry of Communications, O.M. No. N. 54012{12|73-Fac.,
Dated the 7th November, 19731
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Recommendation (Serial No. 19)

As regards the machines for which machine utilisation cards are
not being kept at present, the Committee would suggest that an
overall review should be made from time to 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..

(Paragraph No. 5.6)

Reply of Government

The recommendations of the Committee have been noted and
have been implemented already.

[Ministry of Communications, O.M. No. N. 54012{12|73-Fac.,
Dated the 7th November, 1973]

Recommendation (Serial No. 20)

One of the reasons given for decrease in percentage of utilisation
of machinery in 1971-72 as compared to 1967-68 is that percentage
of absenteeism has arisen to 12.3 per cent in 1971-72 from 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 feel-
ing that the percentage of absenteeism in the second shift 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 percent-
age of absenteeism is reduced. The Committee need hardly stress
that effective action should be taken to see that production and
utilisation of machines do not suffer on this account.

(Paragraph No. 5.7)

Reply of Government

The Committee’s recommendation that absenteeism should be
reduced has been noted. Figures for absenteeism both in the first
and second shifts are available. These substantiate the fact that
absenteeism in the second shift is generally higher than the first
shift. It is the experience in ITI as in other industries that the
output in the second shift is generally lower than the output in
the first shift. It may also be mentioned that under the ESI schemes
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ample opportunities existing to avail of leave without serious finan-
cial penalties.

[Ministry of Communications, O.M. No. U. 54012/12/73-Fac.
Dated the 7th November, 1973]

Recommendation (Serial No. 21)

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 revised target in 1968-69.

As the country depend largely on ITI for telephone and trans-
mission equipment, the Undertaking should leave no stone unturned
to meet the requirements of the P&T. The Committee find from
the approach paper to the Fifth Plan of ITI that the estimated
demand for telephone instruments during the 5th Plan period in
24 lakh instruments and the backlog 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 long distance transmission equipment over
a number of open wirelines.

The Committee recommend that the Company should in consui-
tation with the P&T, fix realistic targets of sales taking into account
the demands of P&T, and ensure that such targets are actually achie-
ved and the demands of public met to the maximum extent by im-
proving efficiency and stepping up production.

(Paragraph 6.5)
Reply of Government

The recommendations of the Committee that ITI should leave no
stone unturned to meet the requirement of the P&T and that rea-
listic targets of sales should be formed in consultation with P&1
and these should be actively achieved, have been noted and the
following action has been taken:

(1) The capacity for manufacture of 2.5 lakhs of telephone
instruments in Bangalore would be maintained.: In its
second factory for manufacture of telephone instruments
at Naini which is under construction, assembly of iele-
phones has started in 1972-73 partly from piece parts
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manufactured in Bangalore and partly from ancillaries and
private manufacturers.

(2) Proposals have been approved by Board of Directors for
expanding the capacity of the Strowger Division in Banga-
lore from 1,50,000 to 200,000 lines in 1976-77.

(3) The Board of Directors have also approved the expansion

of the Crossbar Division from 100,000 line s to 200,000 lines
of Jorbag pattern.

(4) Proposals have been made in the 5th Plan period for
establishing 2 additional factories for manufacture of main
automatic switching equipment, one factory for manufac-
ture of small automatic exchanges and two more factories
for manufacture of transmission equipment. With the
measures already introduced towards increasing the out-
put in the existing unit and with the proposed setting up
of new units, the ITI expects to meet the major portion
of the demand generated during the 5th Plan period.

[Ministry of Communications O.M. No. U. 54012/13/73-Fac.,
Dated the 7th January, 1974]

Recommendation (Serial No. 22)

The Committee note 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 were informed that export
targets are fixed with due regard to the need for meeting the home
demands particularly of P&T. The Committee also note that the
value of the products exported by the Company has come down from
Rs. 89.71 lakhs in 1969-70 to Rs. 32.088 lakhs in 1971-72. The Com-
mittee were informed that main reasons responsible for decrease in
export is declining demand for strowger type equipment and open
wire carrier equipment and unless ITI's cross-bar equipment and
Microwave are available for exports, ITI will not be able to reverse
the trend. The Committee were also informed about the difficulties
in procurement of special raw materials required 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 tar-
gets for exports, a proper demand survey of the export market should
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be undertaken and targets fixed consistent with the home demands
for such products.

(Paragraph 6.8)
Reply of Government

The Committee’s recommendation regarding fixing up of realistic
target for exports after proper demands survey has been noted.
Such a demand survey has since been undertaken with reference to
East Africa and the Middle East. As a result, the Company has ac-
cepted orders worth Rs. 160 lakhs.

[Ministry of Communications O.M. No. U.54012/13/73-Fac..
Dated the 7th January, 1973.]

Recommendation (Serial No. 23)

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,

(Paragraph No. 6.8)
Reply of Government

The recommendations of the Committee has been noted for com-
pliance to the best extent possible.

[Ministry of Communications O.M. No. U.54012/13/73-Fac.,
Dated the 7th January, 1974.]

Recommendation (Serial No. 24)

The Committee regret to note that the total value of P. & T.
orders outstanding as on 31st March, 1969 was 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 order was
being exercised only through periodical meetings between P. & T.
and ILT.I. The Committee also note tha. ‘he 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 crores
and the value of outstanding orders has been increasing from
1969-70.

The Committee were informed that in respect of non-P. & T.
orders through a record of orders with values was maintained, it was
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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 Com-
mittee are unable to understand how in the absence of vital infor-
mation 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 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 LT.I. should exercise necessary control to see that the orders are

accompanied 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 decentralisation have also been taken
from June, 1972, The Committee were also informed that the nor-
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 waiting
~eriod ranges fron_l 6 to 18 months.

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

The Committee hope that with the coming up of new units of
the I.T.I. and with improved efficiency and forward planning for
materials, it should not be difficult for the I.T.I. to clear up the back-
log of the oders and ensure timely execution of the new orders.

(Paragraph No 6.16)

Reply of Government

It would not appear correct to hold that in the absence of year-
wise break-up of orders and therefore value, control over execution
of orders was being exercised prior to October, 1969 only through
periodic meetings between P. & T. and L.T.I. The position is clari-
fied as follows:—

80 per cent of the capacity in LT.I is generally ear-marked for
supplies to the P. & T. Orders are placed by the P. & T. as and
when specific projects are budgetted and approved. Inter se priority
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-or manufacture and supply are based on actual needs, availability
of buildings in the P. & T, Department etc. and are therefore review-
ed periodically between P, & T. and I.T.I. As soon as each order
is received and priority ascertained, the order is engineered and
broken up into a manufacturing schedule for release to the factory
in the form of a detailed specification listing every single item of
equipment needed to complete the particular order., As manufac-
ture proceeds and the equipment is despatched a running account is
maintained in the production departments to monitor the progress
of supply to various exchanges according to the priorities mutually
discussed with the P.&T. Sales Department of the I.T.I. also reviews
this information with production from time to time and brings to

the notice of Management any exceptional slippage in the delivery
schedule.

The value of the orders on the books of I.T.I, at any given moment
could be expected to be equivalent to a value of sales of 13 to 2 years
of production, this being the present spread of deliveries. Every
effort is being made to reduce this spread of deliveries to 1—14 years
by increasing the capacity for manufacture and by a mutually agreed
forward scceduling between LT.I. and its customers. The value of
outstanding orders from the customers has however been increasing
mainly due to the fact that the increase in capacity in manufacture
has not been keeping pace with the growth in.demand from the cus-
tomers. This position has since been realised and a large outlay
proposed in the Fifth Plan period for expansion projects in the I.T.I.

The suggestion made by the Committee that for purpose of con-
trol on the execution of the orders the computer should be uti-
lised -had been accepted and is in the process of implementation. It
is expected that this would reduce the manual effort now being uti-
lised in the production control section for watching the execution
of orders according to the sequence required by the P. & T. The
Committee’s recommendation that orders must always be accom-
panied by all the required specifications and other details have been
noted and brought to the notice of the P, & T. A system of advance
forecasting and ordering has been evolved so that complete informa-
tion for purposes of engineering and manufacture would be available
in I.T.I. at least 18 months ahead of manufacturing period.

The Committee's recommendation that IT.I. should: endeavour
to accelerate the phased production to reduce the waiting time for
the orders to the minimum has been accepted and it is also being im-
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plemented and every effort will be made to clear up the backlog of
the orders and to ensure timely execution of the new orders.

[Ministry of Communications O.M. No. U.54012/13/73-Fac.,
Dated the 7th January, 1974.]

Recommendation (Serial No. 27)

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 Transmission. The Committee were
informed that the standard costs were varied from year to year con-
sistent with the changes in labour-efficiency, along although, such
variations were done with the concurrence of P, & T.

The Committee also note that actual percentage of labour effici-
ency 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 factors inhibiting labour efficiency and take remedial measures
to achieve 100 per cent efficiency.

(Paragraph 17.7)
Reply of Government

Prior to the revised agreement with the P. & T. implemented
from April, 1972, the efficiency percentage to be reckoned for each
shop for building up of standard cost was fixed in consultation with
the P. & T. cost Check Unit, based on the actual trends of efficiency
in the previous year. However, in terms of the revised agreement
with the P. & T., efficiency has to be reckoned at 90 per cent in the
building up of costs. The Company is at present engaged in a
review in detail of all the factors inhibiting labour efficiency for tak-
ing remedial measures to achieve better efficiency.

[Ministry of Communications O.M. No. U.54012/13/73-Fac.,
Dated the 23rd October, 1973.]

Recommendation (Serial No. 30)

The Committee note that in the process of compilation of costs
actual costs are not complied produce-wise but are complied in res-
pect of shop orders only. The Committee further find that the so-
called actual costs of shop orders cannot be considered as “gctual”
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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 trans-
ferred to stores, these are again at standard rates and variationg bet-
ween these costs and the value “actually” determined at the shop
level are taken to cost variation adjustment account.

The Committee were informed that the “actual” costs so compiled

and standard 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, materials and over-
heads is not available for cost control and the standard rates of mate-
rials are not revised with reference to variation in cost of mate-
rials. Besides, the actual costs compiled are themselves defective
and do not represent the actual costs in the true sense of them.
Since the practice adopted does not provide for an effective control
on the cost of the products and affects the profitability of the under-
taking, the Committee strongly recommend that the undertaking
should put the costing system on sound footing and consider the in-
troduction of a system of departmental budgeting and expeditions
closing to shop orders. The Committee also recommend that the
Company should take steps to review the standard rates by a careful
analysis of the figures in the cost variation adjustment accounts, and
revise the standard rates suitably., The Committee also recommend
that the undertaking should study the costing system adopted by
ATE of UK./BTM 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 management control.

(Paragraph No. 7.13)
Reply of Government

The system of costing followed by the Company provides ade-
quate cost control at every stage of production. As already stated,
large number of components, sub-assemblies etc., are manufactured
on mass production basis for stocking and for withdrawal for use
in subsequent stages of assembly. The direct material for the final
assemblies will therefore, consist of raw-materials required for the
final assembly and components/sub-assemblies already fabricated,
kept in the stores and drawn therefrom. The production pattern
is not designed to fabricate final assemblies for raw-materials right
from the component stage. It would, therefore, not be possible to
assess the actual costs in terms of total (1) raw materials (2) labour
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and (3) overheads for the final product. Even the issue of layouts
also conforms to the production pattern in vogue.

With regard to cost control, this is in-built in the system at every
stage of production by engineering data and layouts for each stage
of production i.e. standards are fixed for each stage of production and
these are compared with the quantities of material and labour utilis-
ed and debited at that stage of production,

Since the entire system is working on the principle of standard

costing, variations are tapped out at every stage of operation and
analysed.

As regards the introduction of departmental budgeting, it may be
stated that, as a first stage, division-wise budgeting has been intro-
duced during the year 1973-74. The accounts for 1972-73 have been
prepared on a divisionalised pattern. In the next stage, more detailed
departmental budgeting will be progressively introduced.

Action has already been taken to close the shop orders as expedi-
tiously as possible.

As regards revising the standards, it is at present being done on
an annual basis and in accordance with the terms of the revised
agreement with the P. & T. Frequent revisions during the course of
the year based on the labour efficiency attained is likely to create
confusion in actual working.

The Committee’s recommendations to study the costing system
adopted by A.T.E. of UK./BTM would be considered.

[Ministry of Communications O.M. No. U. 54012/ (14)/73-Fac,.
Dated the 23rd October, 1973.]

Recommendation (Serial No. 31)

The Committee note that in respect of MAX and Transmission
Divisions standard Costs for Stabilised items were higher than the
costs compiled by the Company by 177.31 lakhs during 1968-67 to
1968-69 while the position was the reverse 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 orders
value over Rs. 50,000, weére analysed, and even such an amalysis in-
dicate a number of defects in the system. The Committee were in-
formed the variations were primarily due to shop orders remaining
current for larger periods than one year and the long time factor
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in the closure of shop orders. The Committee were informed that
a revised procedure whereby planning and scheduling is on a month-
ly basis broken down further into weekly scheduling is being gra-
dually introduced and this will eliminate cost variation as have been

occurring hitherto because of the long-time taken in the closure of
‘hop orders. A

The Committee note that master shop orders constituted the
major portion of the overall cost variance in respect of completed
orders and these were not susceptible of analysis under the present
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 homogeneous codes ouly and as a
measure of control the cycle time of master orders has been limited
to a shorter period viz. about 6 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 Rs. 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 capa-
city and also on account of non-employment of direct labour conse-
quent on diversion of productin work to ancillary industries and
farming out of orders. The Committee were informed that diversion
of ancillary units was done with a view to increase the overall pro-
duction in the factory and such diversion did not affect the utilisa-
tion of existing machinery, The Committee are surprised to find
that, in spite of this, there is shortfall in production and the utilisa-
tion 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 pro-
duction performance is improved by carefully deploying the labour
and putting 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 scien-
tific footing so that the variatjons in cost could be analysed at each
stage in a comprehensive manner on all shop orders and reasons for
variation pinpointed. and remedial measures:saket to overcome the
defects. The Committee hope that the revised procedure of planning
and scheduling being introduced, will enable closing of shop ordersin
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shorter intervals so that there is more effective cost control at shop
levels.

(Paragraph No. 7.20)

-

Reply of Government

The Company has introduced a revised shop scheduling proce-
dure under which more expeditious closure of shop orders has been
prescribed. The effects of introduction of the new system are under
review,

The lower output in the Company resulting in under-absorption
of overheads and under-utilisation of installed capacity were due
largely to difficulties experienced in obtaining critical raw materials
mostly of imported origin. Special steps have been taken to over-
come these difficulties to the extent possible. There has also been a
decline in the labour efficiency due to go-slow tactics adopted by
labour. This is under active review to improve the efficiency.

However, before an item is framed out, it is ensured that there
is no spare capacity available in the factory’s production units. Any
capacity released by farming out is also duly diverted for increasing
the factory’s production.

The net cost variation for the year 1972-73 was Rs. 144.35 lakhs
(Debit). This was mainly on account of pricing the purchased items
for TAX at I.T.I. Standards in accordance with the revised agree-
ment with the P. & T. which stipulates that, in case where one and
the same item is both purchased and manufactured, it should be
priced at the I.T.I. Standards of manufacture.

As per the revised procedure of Planning and scheduling, the
position of outstanding shop orders as on 31st March 1873 has been

satisfactory, since most of these orders relate to the current year
1972-78,

As stated earlier. Cost control is exercised at each stage of
manufacture.

[Ministry of Communications O.M. No. U. 54012/ (14) /73-Fac,.
Dated the 23rd October, 1973.]

Recommendation (Serial No. 33)

The Committee note that the number of pending shep orders has
increased from 20905 on 81st March, 1969 to 24,367 on 31st March,
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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
six 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
iwo and three years, 239 orders between two and three years and 2
orders each between four and five and six years. The Committee
also note that out of the orders outstanding on 31st March, 1972, 531
shop orders valued at 194.98 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 phy-
sically completed orders with a net credit balance of 52.43 lakhs.
The Committee also note that the value of work-in-progress is arriv-
ed at on the basis of cost cards for pending shop orders and does not
reflect the value of the works based on the physical stage of com-
pletion. The Committee find that the Management informed the
Board of Directors in August, 1971 that the revised production plan-
ning/shop schedule scheme introduced in November, 1969 to achieve
a better and more effective cost control did not yield the anticipated
results mainly because of deficiencies in proper documentation at the
shop level and difficulties in linking the debits/credits to the indi-
vidual schedules. The Committee were informed that the problems
arising from the introduction, of the revised production planning/
shop schedule scheme are under examination with a view to taking
necessary remedial action and if the difficulties/deficiencies encoun-
tered 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-
for and take immediate remedial 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 hard-
ly stress that the Company should adopt more business like practices
to ensure timely execution of shop orders and strict adherence to
delivery schedules.

(Paragraph No. 7.31)
Reply of Government

The observations of the Committee have been noted. With the
introduction of the revised production procedure, almost all the
old orders have been closed. Most of the shop orders that are out-
standing as on 31st March, 1973, relate to the year 1972-73. The
number of shop orders outstanding as on 31st March, 1973 is 21837
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in spite of enormous increase in the number of shop orders num-
bering 67,293 issued in the year.

An investigation has been conducted by the I.T.L to locate areas
of deficiencies in the implementation of the revised production plan-
ning procedure. Steps to eliminate and minimise the deficiencies
for successful operation of the scheme are presently under review.

[Ministry of Communications O.M. No. U.54012(15/73-Fac.,
Dated the 4th January, 1974.]

Further Information called by the Committee

Please refer to the last paragraph of the Government reply and
state what steps have been taken to eliminate and minimise the
deficiencies for successful operation of the scheme regarding imple-
mentation of the revised production planning procedure.

[Lok Sabha Sectt. O.M, No. 12-PU/73, Dated the
5th June, 1974.]

*Further reply of Government

A Committee was appointed by the I.T.I. to review the imple-
mentation of the Revised Production Planning Procedure and to
recommend suitable steps to eliminate the deficiencies for successful
operation of the scheme. The recommendations of the Committee
were under consideration of the ITI. Meanwhile, a cost consultant
was also engaged by ITI to review the Cost Accounting system and
to give comprehensive recommendations for making improvements
therein. The revised shop scheduling procedure also form part of
the study by the Cost Consultant who has been apprised of the
deficiencies in the existing system, and the recommendations of the
Committee mentioned above.- His study is nearing completion.

[Ministry of Communications O.M. No. U/54012/ 1/73-Fac.,
Dated the 16th July, 1974.]
Recommendation (Serial No. 37)

The Committee also recommend that ITI should also take ad-
vantage of the computer for working out an effective system of in-
ventory control.

(Paragraph No. 9.8)

Reply of Govermment

Inventory Control has already been put on computers for most
of the Production stores. Stock Control System in computors takes

*Not vetted by Audit
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care of editing order request, shortage report etc. to facilitate plan-
ning to raise purchase requisitions. Further, the order requests
edited in computors take into account the annual requirements, pro-
curement time and the minimum level of stock required for each
item and only the items for which the stock falls below minimum
level are listed out for the purpose of ordering.

Inventory status after updating the stores transaction is also
provided to Production Planning every week to know about the
status of all the materials.

Ordering of the material directly by computors is not taken up
due to the manual interface required for the existing system. Com-
putor also provides the following information to the Material Man-
agers and the Production Managers for their review and necessary
action:—

1. Inventory statistics of all the stores prepared every month
is provided to the respective divisions.

2, Summary of the inventory status for the whole of ITI is
also prepared every month.

3. Not moved for 1 to 3 years and slow-moving items are listed
every year.

4. Annual statistics of Inventory.

[Ministry of Communications O.M. No. U.54012|16|73-Fac.,
Dated the 20th October, 1873.]

Recommendation (Serial No. 40)

The Committee also note that another field of indigenous manu-
facture where progress has been very slow compared t» that in ad-
vanced countries is in the field of integrated circuits. Integrated cir-
cuits of various types are basic building blocks in digital communi-
cations as in other associate fields like computor application, desk
calculators, electronic exchanges etc. The Committee need hardly
stress that a well considered crash programme of Research and De-
velopment for establishing indigenous manufacture in this promis-
ing field should be implemented so that the ITI and other concern-
ed public undertakings can exploit this latest technnlogy in their
production programme.

(Paragraph No. 9.22)
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Reply of Government

The Department of Electronics have been consulted in the mat-
ter. They have intimated that a separate panel was set up by that
Department who has submitted its Report. On the basis of the
Panel’s recommendations, proposals for the manufacture of Integ-
rated Circuits have already been processed by that Department and
necessary recommendations have been made. This will enable the
establishmnt of capacities for the manufacture of various type of
Integrated Circuits by the year 1978-79 to meet the internal de-
mand as has been envisaged. As for the production of large scale
integrated circuits, the Panel has recommended that Public Sector
Undertakings should preferably be set up for this purpose. This
aspect is now being examined by the Department in consultation
with the other concerned authorities and a decision is likely to be
taken by the Department of Electronics on the subject within a
short time.

[Ministry of Communications O.M.No. U.54012|11|73-Fac.
Dated the 20th October, 1973.]

Recommendation (Serial No. 42)

The Committee 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 profits. The Committee, therefore, suggest that the
Management should take effective steps to secure economies in cost
so that these do not overrun the prices to be paid by the P. & T.
Department.

(Paragraph No. 10.9)
Reply of Government

The observations of the Committee have been noted for guidance,.

[Ministry of Communications O.M. No. U.54012|10|73-Fac.
Dated the 20th October, 1973.]

Further information called by the Committee

Please state what specific steps have been taken to sec'ire econo-
mies in cost.

[Lok Sabha Sectt. O.M. No. 12-PU/73 dated 5-6-74]
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*Further Reply of Government

The ITI have initiated action on production shop floor for econo-
mles in utilisation of men and material. This has resulted in better
labour utilisation and higher factory efficiency. Regarding material
utilisation, stricter control on the consumption of material, reduction
in scrap and rejection, recovery of material from rejected compo-
nents and sub-assemblies are being ensured by I.T.IL

[Ministry of Communications O.M. No. U|54012|1{73-Fac.,
dt. 16-7-74]

Recommendation (Serial No. 43)

The Committee also regret to note that there had been a declin-
ing trend in the profits of the Company during 1968-69 and 1969-70
although the profit showed a slight increase in 1970-71, The Com-
mittee were 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 as-
sessed. 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 divisions
to ensure rectification of such deficiencies in time and to achieve
greater efficiency and economy in qperation.

(Paragraph No. 10.10)

Reply of Government

The Organisational structure of the Company has since been
modified on the basis of the main product lines (viz. Strowger,
Cross bar and Transmission). The Company has started preparing
separate manufacturing, Trading and Profit and loss accounts from
the financial year 1972-73 for each of the divisions.

[Ministry of Communications O.M. No. U. 54012|18|73-Fac.,
Dated 20th October, 1973}

Recommendation (Serial No. 44)

The Committee note that the question of preparation of the pro-
forma accounts more frequently (now being prepared anrually) is
under consideration of the Management. The Committee Lope that
a system of preparing the proform accounts more frequently will

*Not vetted by Audit.
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be introduced soqn so that,the divisien-wise Wworking results are
made known to the Management from time to time.

(Paragraph No. 10.11)
Reply of Government

The system of preparing proforma accounts quarterly, is proposed

to be introduced on divisionalised pattern to review the division-
wise working results.

[Ministry of Communications O.M. No. U.54612|18|73-Fac.,
Dated 20th October, 1973]
c b e et ';A,r".;“ caael
Further information called by the Committee

Please state whethei_' the system to prepare the proforma accounts
quarterly to review the division-wise working results has  since

bgen introduced and if not, what are the reasons for delay.
[Lok Sabha Sectt. O.M. No. 12-PU/73 dated 5-6-74]

*Further Reply of Government

With the divisionalisation of the production units of the ITI, the
Accounts ‘Department was also dovisionalised ang division-wise
manufacturing, trading and profit and loss accounts were prepared
for 1972-73. Since such accounts were prepared for the first time
in 1972-73, there were certain teething problems, which werc resolv-
ed in 1973-74. It is proposed to prepare the finalised division-wise
quarterly accounts from 1974-75 onwards.

[Ministry of Communications O.M. No. U.54012/1|73-Fac.,
Pep B : dated 16-7-74]

e !

Recommendation (Serial No. 45)

The Committee note that against the turnover of Rs. 2,504.58
lakhs the total book debts of the Company were Rs. 489.69 lakhs
(18.9 per cent) and out of the latter Rs. 75.68 lakhs relate tn debts
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
the 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 effect on avoidable delays the feasibility of charging
interest on delayed payments may be examined. The Committee
also suggest that the procedure for billing and settlement of formali-

*Not vetted by Audit.
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ties should be strictly followed to ensure that in no circumstances
payments are allowed to be outstanding for more than two months.

(Paragraph No. 10.18)
Reply of Government

The amount of debts outstanding as on 31st March, 1971 for more
than one year amounted to Rs. 57.68 lakhs. OQut of this, the debts
which were over one year and less than 2 years alone amounted to
Rs. 356.19 lakhs. Major portions of the debts related to Railways.
A very close watch is kept and periodical reminders are issued and
personal visits also undertaken to various Railways units. The
Railway Board has recently decided to sanction a paying unit sta-
tioned in ITT for checking and arranging payment on submission of
bills.

The Committee’s suggestion regarding charging interest on
delayed payments will be examined by the ITI. The suggestion of
the Committee for observance of formalities and procedures for
billing and settlement has been noted.

[Ministry of Communications O.M. No. U.54012|18|73-Fac.,
Dated 26th December, 1973]

Recommendation (Serial No. 46)

While the Committee are happy to note that the Second Factory
for manufacture of Long Distance Transmission equipment was
started in Naini without any outside collaboration, they deprecate
the delay of 2 years in even applying for an industrial licence for
the project sanctioned in 1968. The Committee find that Govern-
ment took another one year for granting the licence. The Commit-
‘tee are constrained to observe that such delays defeat the very
object of starting a second transmission factory to augment their
production.

The 