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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 

(vii) 



(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. 

NEW DELHI; 
March 4, 1975. 
Phalvuna 13, 1896 (S)~-

NAWAL KISHORE SHARMA 
Chairman, 

Committee on Public Undertakings. 



CHAPTER I 

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 al~o 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 plannin, of their requirement 
followed by placing of firm orders. The Committee reiterate their 
recommendation that it should be possible (or the comPany to make 



an a~~urate assessment and fix the capacity more realistically by 
greater coordination with the P & T who are their principal CUII-

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 1009-70. 
The Committee found that while the expenditure on labour incen-
tives had increased, the efficiency had actually come down thuil 
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 bad 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 
cen t 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 



3 
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 
effecti vely. 

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 negotiated 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 wjth the workers' union. The Committee reiterate 
that the incentive scheme may be finalised at an early date keepinl 
in view the Committee's earlier recommendation that the labour 
incentive may be related to productivity so as to improve efftdency 
and achieve better production performance. 
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C. Cross-bar Project-Defects in design 

Recommendation No. 5 (Paragraphs Nos. 3.15 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 etc. 
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 C!lse of the cross bar system installed in Bombay, as compared to 
9,400 line capacity only 6,019 lines could be pr,ovided resulting in a 
recurring loss of about Rs. 30 lakhs per annum. This matter h~d 
been high-lighted by the Public Accounts Committee (1971-72) In 
paragraph 1.1 of their 2nd Report (Fifth Lok Sabha) while exam~n
ing the financial implications of the defective cross-bar sy~tem ro-
stalled in Bombay. Since this equipment had also been Installed 
elsewhere the Committee apprehended that the financial loss might 
be far higher. In view of the above, the Committ.ee 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 leffi-
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 Indus-
tries Limited, Bangalore, were manufacturing the strowger type of 
switching equipment in collaboration with Mis. Automatic Tele-
phone & Electric Company of U.K. In 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 considel,,_ "or adoption in this 
country:-
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(i) IME system of Sweden; 
Cii) BTM system of Belgium; and 
(iii) NEe 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 NEe 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 
yet 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 Cj'oss-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 NEe's ex-
perience was limited largely to inter-working V'!ith 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 r~quired 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, 19'71. 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 (8) 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 deficiencies which subse-
quently came to not.ice 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 foresight 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 beipg 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 overall systems concepts which would be most 
suitable for Indian traffic was also being examined afresh, and aris-
ing out of t.his, 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 em.-
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 tlle 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 pa~ticular type of crossbar manufartured 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 found far from satisfactory. 

The Committee also desired to knoW' whether necessary modifi-
cations in the existing system, design had been carried out. If so, 
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 Com~ittee 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 modiflcatiflns 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 equiJ,l-
ments for 100,000 lines in the same proportion as given for Jorbagh 
Exchange which in turn had been designed by MIs. BTM. The 
inadequacies wer') 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 
Q!ntre, 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, Mis. 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 IT! 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 tbe working 
of tbe crossbar equipment imported from BTM have been rectified 
and others are being rectified as and when tbey are coming to notice. 
In addition, the rectification work in general is also in hand. The 
Committee further note that "most" of tbe defects of the present 
equipment have been identified and solutions for tbese 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 tbe process of implementation. The Committee- also note tbat 
besides modification in the existing system design, the overall system 
concepts whicb will be most suitable for Indian traffic 1... also being 
examined afresh and necessary changes in system design "as deeme~ 
necessary", would be introduced "in due courS,e". The cost of mod.-
fications of the equipment in production, according to tbe Govern-
ment, is D,ot expected to be "substantial" and would 'be known only 
after all the modifications are finalised. 
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TIle Committee find that the reply riven 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 crossbar exchanges is 
still on hand and about 20 per cent of the upgradation work in the 
8TM supplied exchanges at Karol 8agh Bnd Jor 8agh and in the 
ITI supplied exchange at Janpath is yet to be done. The Com-
mittee also find that the work in Okhla and Chankyapuri exchanges 
had not even been started till November, 1974. 

The Committ.ee would like the ITI to identify all the defects in 
the crossbar system without any further dela, 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 h8l'etoforce. 

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 ITT 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 ~stimates 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, 1~6 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 pr~duction targets as per the 
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Project Report. The revised project report was thus possible only 
after 1970 and the revised pr<?ject report was put up to the Board 
in August, 1971 and after Board's approval it was forw'lrded 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 due to the reason men-
tioned above and it was not possible to fix responsibility on any 
Individual officer. 

". Commitfee 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 affer 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 Odober, 1971. 

The Committee are also surprised to note that full one year was 
taken by Government to issue sanction for the revised project esti-
mates. The Committee feel that Government should have obtained 
the neces$ry infor~tionlc'ari.fication from IT! with aU ,expedi-
tion instead of entering into long drawn correspondence SO that the 
revised estimates were avaiiaMe to the undertaking in time for 
purposes of more effective financial control. The Committee would 
.tik,e the Government to take st'eptl to stre~line the procedure for 
having strict fbiaDcial control on the part of both Management of 
the Public Undertakings and the administrative Ministries concerned. 

E. Collaboration Agreement 

Beeommendation No.8 (Paragraphs 3.43 & 3.44) 

The Committee pointed out that there was a shortfall ranging 
from 67 per cent to 100 per cent in actual performance even after 
6 montha of the time stipulated in the agreement with the collabora-
tors viz. MIs. 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 not 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 al~o 
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 th~ supply of 
specially designed plant and machinery, jigs, tools and fixtures had 
not fully appreciated 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 Govetm-
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 fut'ure 
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-Coord172 dated 26-4-1973 that 
"Ministries should provide for necessary safeguarctain collaboration 
agreements so that the collaborator gets a stake in ensuring that 
contemplated production t'argets are achieved according to the 
schedule." .! ,1. !!JI~ 

F. Deficiency in Capacity 

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

The Committee expressed their dissatisfaction about the lack 
of urgency with whi~~ 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 IT! 
(from B'I'M for a large number of items, components and assembly 
operations. 

The Government in their reply have stated that the total olant 
and machinery supplied by BTM had failed to give the rated ~apa
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 IT! 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 IT!. 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 defeds 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 conliul-
taUon with BTM to remove the defects noticed by the former durjpg 
their study of the designs and as a result of field reports; and also 
about the progress made by the task force consisting of the engi-
neers of the P&T Department and m 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 
whe~ the ITI 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. Manpowel\ Analysis 

Recommendation Serial No. 15 (Paragraph Nos. 3.63 to 3.84) 

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 hjghest 
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 
8\!itable 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 various 
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 CoJDJDittee do Dot share the view expressed by Govemment 
that a separate element wise cost comparison between product.wise 
standards and actuals would be a duplicatioD. The Committee 
therefore, ',eiterate that compilatioD of product.wise artal cost 
ahould be Undertaken early. 
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I. Standard Costa VI. 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 
actoal 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 h'ld 
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 product.s were 
to a large extent inevitable. 

The Committee feel that in order to find out the financial vitlbiJity 
of the undertaking the basic commercial principle of finding out pro-
duct-wise actual costs for comparison with the selHne 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 thnt Government 
had issued licences to 5 Ind1atl firms which were engaged in the 
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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 I.T.I. consisted essentially of pot cores. The develop-
ment work for the professional grade of ferrites essentially imported 
by I.T.I. was referred to N.P.L. in 1966. The National Physical 
Laboratory are stated to have now developed the know-how for this 
item. I,t has been agreed that the I.T.J. should be closely associated 
with NPL in this matter. It has been further s~ated by the Minis-
try of Communications that after the fer rites developed hy the 
N.P.L. are tested and found satisfactory in all respects by LT.I., com-
mercial manufacture of this item would be taken up. The LT.!. 
would then be able to get their ferrites requirements indigenously. 

The Committee *ould 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 
I.T.I. all out etlorts 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 n 
Recommendations that have been accepted by Government 

Recommendation (Serial No. Z) 

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 hv 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 a~d 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 stFess 
that all out efforts should be made to fix the targets on a more 
rational and scientific basis taking ipto consideration all the iactors 
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'srecommendations have been noted. From 1972-73 
onwards production targets !p'e 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.5401212113-Fac. dt. 20-10-73) 

Reeommendation (81. 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 Commtttee 
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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 IT!. 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-54012j7173-Fac. dated 
27-11-197::1J 

Recommendation (Serial No. 16) 

The Committee note that because of the pricing formula anoptcd 
by the Company for calculating the selling price on the bagis 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 ~valuated rates of 
Rs. 883.30 and Rs. 651.00 during the corresponding periods. Con-
seguently, 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. Th{! 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 capactty, the Company is !paking 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 Depar~ment the figures of profit shown by thp. 
Company are not true ind,ex 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 eftienciency 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 1965~8 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 ba~is 
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 In, which are stabi-
lised, for example, Strowger equipment, prices are fixed and profit. 
ability is depedent on ITl's ability to cut down costs by improved pro_ 
ductivity and efficiency. Only in respect of non-stabilised new items 
vf 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 ITl's endeavour always to 
in,crease its productivity and reduce the cost of production by econo-
mies in labour and material and overheads. The IT! is also endea-
vouring to increase the efficiency oi its operations. 

[Ministry of Communications O.M. No. U. 54012\10\73-Jl'ac. 
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 1008-69, 2.15 per CE'nt in 
1969-70, which decreased to 1.99 per cent in 1970-71 and to 1.12 pel 
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 a~ount 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 
J.T! 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 AUtfit. 
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The Committee, however, informed that in spite of the fact that 
IT! 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 1'1'1 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 IT! for steel 8ections 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 ill 
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 dp.creasing 
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 materia1. Large 
scale absenteeism in a shop has often resulted in material and assem-
blies not being made available in a subsequent stage and therefol'e 
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 Cnm-
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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 lTI 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-54012111173-Fac. dated 
29-11-1973J 

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, 1970, records 
of machine utilisation are being kept in respect of machines which 
cost Rs. 20,000 in value and more. The Committee would like that 
the 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 'ind 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-util,isation analysed and corrective action taken 
in a continual manner to secure the optimum utilisation of Plant 
installed. The Company has strengthened the organisation fer 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 ~n 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 operatfons. 

[Mtnistry ~f Communications, O.M. No. N. 54012112173-Fac., 
Dated the 7th November, 19731' 
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Reeommendation (Serial No. 19) 

As regards the machines for which machine utilisation r.ards 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!12j73-Fac., 
Dated the 7th November, 19'13] 

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 absenteeilm 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 ESt schemes 
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a.'1lple opportunities existing to avail of leave without serious flnan- . 
cial penalties. 

[Mjnistry of Communications, O.M. No. U. 54012/12173-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 un turned 
to meet the requirements of the P&T. The Committee find .from 
the approach paper to Vte Fifth Plan of IT! 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., coaxia1 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 consul-
tation with the P&T, fix realistic targets of sales taking into account 
the demands of P&T, and ensure that such targets are actuallyachie-
ved and the demands of public met to the m8¥imum 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&'l 
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 tpll'phone 
instruments in Bangalore would be maintained.· In its 
second factory for manufacture of telephone instruments 
at Naini which is under construction, assembly of tele-
phones has started in 1972-73 partly from pit>ce parts 
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manufactured in B~ngalore and partly from ancillaries and 
private manufacturers. 

(2) Proposals have been approved by Board of DireC'tor£ 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 IT! 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 ti-}e exports 
by the Company as compared to the targets fixed during the years 
1967-68 to 1969-70. The Committee were informed th&t export 
targets are fixed with due regard to the need for meeting the home 
demands particularly of P&T. The Committee also not~ 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 IT!'s cross-bar equipment and 
Microwave are available for exports, I,TI 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 expor~s have not 
been fixed on a realistic basis taking into account all the relevant 
factors like declining demand of its products outside, productloll 
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.54012/13j73-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. 6.9) 

Reply of Government 

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

[Ministry of Communications O.M. No. U.54012/13j73-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. It T. 
and I.T.!. The Committee also note thE.. ·"e total value of orders 
outstanding as at the end of 31st March, 1972 ","as 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-Po & 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 !.T.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, 19'72. 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 from 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 
the 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 th~ 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-
nise break-up of orders and therefore value, control over execution 
of orders was being exerci'sed prior to October, 1969 only through 
periodic meetings between P. & T. and I.T.!. The position is clari-
fied as follows:-

80 per cent of the capacity in I.T.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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"-.lr 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.!. A3 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 Ii 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-Ii years 
by increasing the capacity for manufacture and by a mutually agreed 
forward scceduling between I.T.!. 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.!. 

The suggestion made by the Committee that for purpose of con-
trol on the execution of the orders the computer should be uti-
lisedhad been accepted and is in the process of implementation. It 
is expected that this would reduce the manual eft'ort 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 
fore,casting 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 I.T.!. should endeavour 
to a~elerate the phased production to reduce the waiting time for 
the orders to the minimum has been a~pted and it is also being 1m-
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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 effi,ciency 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 7.7) 

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 50-
called actual costs of shop orders cannot be considered as "actua~" 
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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 variations 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" cOlts 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 U.K./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. AB 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 
Anal 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 fmal product. Even the issue of layoutl 
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 U.K./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 1966-67 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, were analysed, and even such an analysis in-
dicatea number of defects in the system. The Committee we-re in-
tormed the variations were primarily due to shop orders remaining 
currerit for larger periods than one year and the long time factor 
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in the closure of shop orq.ers. The Committee were inf.armed 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 19rw;-tiIlle .taken in the closure of 
hop ordera. " . 

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 reviIeG 
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 Ooly 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.372.21lakhs, was 
offset by net saving of Rs. 40.48 !akhs on account .0£ 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 alid 
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 affeet 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 w.ould strongly urge that the system of costing and 
procedur~ for cost analysis should bEl s~eam1ined and put Qn a scien-
title footing so that the variaqons in cost could be analysed at each 
stage in a comprehensive manner on all shop orders and reasons for 
variation pinpointe« awt mmedi.al meaaureall~ to overcome the 
defects. The Committee hope that the revised procedure of planning 
and scheduli~ being introduced, will enable closing df shop orders in 
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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.!. 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 p\lJ"Chased 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 1973 has been 
sati~actory, since most of these orders relate to the current year 
1972-'3. 

A. 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.] 

Beeo.mendatlon (Serial No. 33) 

The Committee note that the number of pending shop orders has 
increased from 20,905 on 31st 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 
two 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 consta~t 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 thet are out-
standing as on 31st March, 1973, relate to the year 1972-73. The 
number of shop orders outstanding as on 31st March, 197:i 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.!. tu lonte areas 
of deficiencies in the implementation of the revised proUlll!tjon plan-
ning procedure. Steps to eliminate and minimiae the deficienCies 
for successful operation of the scheme are presently unrler 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 regarrling 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 LT.L to review the imi>le-
mentation of the Revised Production Planning Procedure and to 
recommend suitable steps to eliminate the deficiencies lor successful 
operation of the scheme. The recommendations of the Committee 
were under consideration of the IT!. Meanwhile, a cost consultant 
was also engaged by IT I, to review the Cost Accoun+,ing 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/54012/1173...Fac., 
Dated the 16th July, 1974.] 

Recommendation (Serial No. 31) 
The Committee also recommend that IT! should also take ad-

vantage of the computer for working out an effective system of in· 
ventory control. 

(Paragl'aph No. 1.8) 

Reply of Goverumeat 

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 repGrt etc. to faciH.tate plan-
nin~ 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 e1.rery 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.54012116173-Fac., 
Dated the 20th October, 1973.] 

Recommendation (Serial No. 40) 

The c:::ommittee also note that another field of indigenous manu-
facture where progress has been very slow compared tl) 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 aud De-
velopment for establishing indigenous manufacture· in this promis-
ing field should be implemented so that the lIT! and other concern-
ed public undertakings can exploit this latest techMlogy in their 
production programme. 

(Paragraph No. 9.22) 
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Reply of Government 

The Department of Ele::tronics 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.54012111!73-Fac. 
Dated the 20th October, 1973.] 

Recommendation (Serial No. 42) 

The Committee regret to note that on the basis of the pricing 
pollcy followed by the Company in respect of stabilised items, debits 
to the extent of Rs. 34 lakhs and Rs. 26 lakhs during 1009-70 and 
1970-71 respectively were retained by the Company reilulting in 
reduction of profits. The Committee, therefore, su~gE'st that the 
Management should take effective steps to secure economj~s 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 a.M. No. U.5401211017~Fac. 
Dated the 20th October, 1973.] 

Further information called by the Cnmmlttee 

Please state what specific steps have been taken to se<"lre econo-
mies in cost. 

[Lok Sabha Sectt. O.M. No. 12-PU173 oR.ted 5-6-74] 
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*Further Reply of Govel'lllDellt 

The ITI have initiated action on production shop fioor for econo-
mies in utilisation of men and material. This has resultt"d in better 
labour utilisation and higher factory efficiency. Regardin, material 
utilisation, stricter control on the consumption of material, reduction 
in scrap and rejection, recovery of material from rejectt"d compo-
nents and sub-assemblies are being ensured by I.T.I. 

[Ministry of Communications O.M. No. UI5401211i73-Fac., 
dt. 16-7-74] 

Recommendation (Serial No. U) 

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 fnr 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 sinc" 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. 540121 18\73-Fac., 
Dated 20th October, 1973] 

Reeommendation (Serial No. 44) 

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

*Not vetted by Audit. 
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be introduced soq~ ,~ ,that, the di"jsien-wtse ivorking 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 C~mmunications O.M. No. U.54012118173-Fac., 
Dated 20th October, 1973] 

. ; 0"',. ~ ~ • ' • ; I .' '. ; I. . ~ , 

Further 'i'oformation · called by the Committee 

Please state wllether the system to prepare the proforma accounts 
quarterly to revi.ew the division-wise working results has since 
been introduced and if not. what are the reasons for delay. 

, [Lok Sabha Sectt. O.M. No. 12-PU173 dated 5-6-74] 

*Further Reply of Government 

With the divisionalisation of the production units of the ITI, the 
Accounts 'Department was· also dovisionalised and 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 welle certain teething problems, which were 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.5401211173-Fac., 
, 't' dated 16-7-74] 

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 to debts 
outstandi~g for more than one year. The Committee regret to note 
that the bulk of the sales for which payments were outstlmding 
relate to supplies madet~ Government. The Committee expect that 
the payments ouUitandinlwith Government Departments should 
have been followed up at the. highest level and vigorous step!' 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 form ali-

*Not vetted by Audit. 
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:ties ahohld. be strictly followed to ensure that in no circumshnces 
payments are allowed to he 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. Out of this, thP. debts 
which were over one year and less than 2 years alone amounted to 
Rs. 35.19 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 ITI for checking and arranging payment on submission of 
bills. 

The Committee's suggestion regarding charging interest on 
-delayed payments will be examined by the LTI. 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. (6) 

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 d~precate 
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 augtnpnt their 
production. 

The Committee note that the estimates originally sanctioned in 
1968 for Rs. 248.60 lakhs have since been revised and the revised 
-estimates for Rs. 340.53 lakhs are to be put up to Government for 
approval. The Committee expect that Government would critically 
go into the reasons for the excesses over the original estimate<) and 
take prior approval of Parliament in case of substantial revision. 
The Committee would like in this connection to draw attention of 
-GovernmentlITI to para 5.18 of the Sixty-sixth Report of the Com-
mittee on Public Undertakings (Fourth Lok Sabha). 

(paragraph 11.6) 



Jleply of GoVel'DDleDt 

. 
The location of the New Transmission Factory at Naini .. sa 

4ecided in April, 1969, and the Project Report outlining the capital 
investment and the production programme was approved in ()cto-
ber, 1969. 

The additional manufacturing capacity envisaged in this project 
was not more than 25 per cent of the then existing manufacturing 
capacity of the IT! Limited, Bangalore. Therefore, it was felt by 
the Company that a new industrial licence was not necessary and 
a clarification about this was sought from the Government in 
February, 1970. 

The Government clarified in May, 1970, that a new manuLacturing 
licence would be necessary under the Industries (Oevelopment a.'"ld 
Regulations) Act of 1951. Therefore, an application for industrial 
licence was made on 16th May, 1970. There was no delay on the 
part of the Company in applying for industrial licence for the New 
Transmission Factory. The licence was granted to the I'l'l Limited 
in April, ,1971, after examination of the application by the Ministry 
of Industrial Development and Department of Electronics. The 
Committee's observations are being brought to the notice of these 
two licensing authorities. 

The revised Project Estimates were prapered by the ITI after 
the project had made appreciable progress and when final estimated 
cost could be assessed reasonably well and these were approved by 
the Board of Directors. Since the revised proj ect cost, namely 
Rs. 347.52 lakhs, exceeds the sanctioned cost by more than 20 per 
cent, the approval of the Public Investment Board is required. The 
reasons for the excess in the revised projed estimates have been 
gone into fully by the Ministry of Communications and thp case 
is being processed accordingly for securing the approval of the 
Public Investment Board. The expenditure incurred on the project 
upto 30th September, 1973 is Rs. 233.34 lakhs, which is within the-
originally sanctioned amount of Rs. 248.60 lakhs. 

After the approval of the Public Investment Board to the revist.'Cl 
estimates has been received, these will be included in the budget 
proposals for approval of the Parliament. 

[Ministry of Communications O.M. No. U.54012119173-Fac.# 
Dated 29-11-19'13J 



CHAPTER III 

Reeommendatlons which the Committee do not desire to purSUe ba 
view of Government Replies 

Recommendation (Serial No. ,,> 

The Committee note that on account of the change, in the 
actual specifications of equipment required by the P&T in variation 
ot the Jorbagh pattern which was stipulaed in the agreement 
entered into in May, 1964 with Bell Telephone Manufacturing ComM 

pany of Belgium, the catalogue supplied at the time of enterme into 
agreement for special machines, tools and test eqUipment and eqUip.. 
ment units did not contain many items ordered by the Company 
with the result that the Company had to obtmn a supplementary 
catalogue in December, 1966. The Committee note that even the 
original and supplementary catalogues together were not found 
exhaustive and- consequently for items remaining uncover~d prk-
ing details were obtained as and when necessary. The Committee 
are at a loss to understand why the specifications required by P&T 
could not have been settled well in advance of concluding the agree-
ment with the BTM. 

The Committee regret to note that the matter regarding escala-
tion terms applicable to the items covered by the supplementary 
catalogue and later quotations is still pending settlement and only 
provisional payments have been made for the supplies received. The 
Committee also note that the escalation terms prescribed in the 
supplementary catalogue were ·also different from the orIginal as 
indicated in para 3.6. The Committee were informed that orders 
were not placed catalogue-wise or quotation-wise separately but as 
and when required as per P&T Production pattern and it is now 
difiicult to assess the value of orders catalogue-wise or quotation-wise 
separately. The Committee fail to understand as to why the terms 
and conditions of purchase could not be settled in advance and why 
orders against different catalogues and quotations were not placed 
teparately and the payments therefor were regulated especlall:y 
when the escalation terms for supplementary catalogues and later 
quotations were different from the original. 



.. 
The Committee need hardly stress that supplies against the 

tli1ferent catalogues and quotations should be segregated at least 
now and terms of escalation and payments therefor finallv st'ttled 
with9ut delay. The Committee also stress that the terms "and con-
ditions of purchases should be settled well in advance of placing 
the orders so that the Management may know the exact contractual 
liability and financial implications to avoid disputes at a later stage. 

(Paragraph 3.9) 

Replr of Government 

Depending upon the size and traffic capacity of the telephone 
exchange, its location, the facilities required and other releyant 
factors, the production requirements in terms of components, sub-
assemblies and accessories very preciably from exchange to exchange. 
It was not considered feasible to indicate exhaustively such varia-
tions in the collaboration agreement and hence it was decided to 
adopt, for the purpose of the agreement, the requirements for a 
typical exchange such as the Jorbagh Exchange. As and when the 
P&T schedules for the various exchanges were finalised subsequent 
to the execution of the agreement, additional items, if any, of com-
ponents and sub-assemblies required for manufacture of such ex-
changes had to be precured on the basis of price lists furnished by 
the BTM. 

Under Clause 5 of the agreement, the BTM was obliged to supply 
to ITI special purpose machines, tools, jigs, fixtures and crossbar 
frames, including components thereof at the prices enumerated in 
Annexure 'C' to the agreement. These prices were subject to 
escalation under Clause 6(C) based on the variations in wage and 
material indices taking place upto the mid-point between the date 
'of the order and the date of delivery. The supplementary price 
list of 1966 covered additional requirements found necessary after 
the conclusion of the agreement. This list was furnished by the 
BTM, to be treated as a part of the agreement in the same way as 
the 1964-catalogue. The list also contained a notation that it was 
IlUpplement to the 1964 catalogue, consequently, the escalation for"-
mula contained in Clause 6(c) of the agreement became applicable 
tn toto to the supplementary price list also. As and when quota-
tions for individual items not covered by either of the two cat.aJogues 
were obtained the BTM used to specify in the quotations that these 
prices were b~sed on 1964 catalogue and hence such individual 
quotations also became subject to escalation as in Clause 6(C) ot 
the agreement. 



45 

During the period 1964-66t ITl observed that there were marked 
increases' in the wage/material indices in BTM's factories warrantina 
substantial increases in the escalation amounts payable for suppliel 
ordered on BTM during the period. The matter was discussed by 
the IT! with BTM when the BTM agreed to apply a fixed escalation 
of 5 per cent over the 1964:--<:atalogue prices for orders to be placed 
thereafter for components and tools in place of the variable escala-
tion chargeable under Clause 6(C). This fixed escalation Wal 

current from December, 1966 to February, 1968. Between MarCh, 
1968 and June, 1970 the fixed escalation was revised to 10 per cent 
for components and 15 per cent for tools and gauges. 

lit would be seen from above that the escalation terms prescribed 
for the supplementary catalogue were not different from those 
applicable to the original catalogue. The variable escalation terms 
W?-der Clause 6(C) Of the agreement applied to the orders placed 
upto December, 1966, at which time the fixed escalation was agreed 
to. Thereafter the fixed escalation terms became applicable to all 
the orders placed under the 1964-catalogue or under the 196~ 
supplementary catalogue or against individual quotations received 
from time to time from BTM. 

Later, in 1970 a further attempt was made by the I.T.I. to Me 
whether the BTM could be persuaded to limit the claim lor fixed 
escalation with reference to the 1964 price levels for items covered 
by the BTM catalogue. Pending further consideration of this 
issue, urgent requirements had to be ordered by the ITT on the 
BTM to meet the production targets. Prices indicated in the orden 
were treated as provisional till a decision was reached on t.he issue. 
During subsequent correspondence and negotiations, the BTM clari· 
fled the position that prices in the 1966--catalogue and the subse-
quent individual quotations had been worked back by then to the 
level of the 1964-catalogue prices to maintain uniformity -in accoun-
tng the pricing and hence the three sets Of prices w~re subject to 
escalation on the same basis. The BTM incidentally also pointed out 
that the adoption of the fixed escalation in place of the variable es-
calation under the agreement terms was agreed to as a special case 
and that this has resulted in considerable price advantage amounting 
to Rs. 10lakhs (on major orders) to the IT! and that they were not 
prepared to grant any further concessions. The supplementary 
price lists and individual quotations having contained a notation to· 
the effect that they represented the 1964. catalogue prices, the BTMs 
stand was ultimately accepted by the m and the matter was cl0.e4 
by them with the approval of their Board of Dtrectore. 



" Although the orders placed on the BTM from May 1964 t. 
December, 1966 were confined to the items covered by the 1964-
catalogue, the orders subsequently placed by the ITI also included 
items covered by the 1966-supplementary price lists as also by indi-
vidual quotations. Since the fixed escalation and other terms of 
the agreement were applicable in toto to (a) items covered by the 
l~64-catalogue, (b) the 1966-supplementary catalogue prices and 
{c) the individual quotations, orders were placed by the TTl in th~ 
sequence warranted by production requirements for one year or 
more at one time and not catelogue or price-list-wise. Such order" 
were numerous and often covered hundreds of items in each case. 
In view of the position explained in th~ earlier paragraphs and'parti-
-cularly as the issue relating to the escalation has been finally settled, 
it would be appreciated that effecting of the catalogue-wise segre-
aation of the several order at this stage would be very difficult. 

[Ministry of Communications, O.M. No. U.54012111173-Fac., 
Dated the 2nd February. 1974] 

Recommendation (Serial No.1) 

'The Committee are surprised to note that thou~h the project 
(eStimate envisaged the manufacture of local exchanges, tnttlk ex-
-Change, rural exchange, PABX's concentrartor line units ,r'lr use 
'With step by step equipment and pentaconta equinment, 110 time 
'schedule was laid down either in the agreement which was to ruJl 
till May, 1971 or in the Project Report or by the Company for 
taking up the production of these items individually. 

The Committee were informed that production of various types 
of equipment referred to in agreement was taken up depending on 
priority requirements of P&T from time to time and, therfeore, a 
time schedule for production of individual items was not necessary. 
The Committee were also informed that a detailed time schedule 
was made by Company only for manufacturing local and trunk 
exchanges as they were more concerned with larger exchanges thaa 
smaller one. 

The Committee feel that had a time schedule of manufacture of 
the different ElXchanges been laid dOlWtl in the agreements and 
designs for all the types and prototypes of all kinds of exchanges 
been done according to the schedule within the currenry of the 
agreement, any defects/deficiencies in those areas would have come 
to their knowledge in time, before the extension of the agreement 
with the collaborators was decided upon. The Committee s1l'ellil 
that even now it is not too late for the Government to take Itepa 



10 complete the trial of prototype Rural exchanges to URess their 
performance within the extended period of the agreement. 

(Parap.raph 3.26) 

Reply of Government 

The production schedules of IT! were drawn Ul) based on the 
:then requirements of the Posts and Telegraphs Department. The 
rural automatic exchanges, PABX's and Concentrator line unIts had 
.not been included in the firm requirements of the P&T Department 
.at that time. 

The m have, however, the complete manufacturing informatioa 
tor manufacture of rural automatic exchanges and pentomats as 
.also the concentrators, Prototypes have been made of the pentomata 
and concentrators which are on field trial. The ITI would be able 
to manufacture and supply the requirements of the P&T Department 
.as and when orders are received by them, notwithstanding the 
termination of the collaboration agreement in May, 1973. 

[Ministry of Communications, O.M. No. U.54012/6/73-Fac., 
dt. 2-1-1974] 

Further information called by the Committee 

The points mentioned in the last sub-para of paragraph 3.26 have 
not been covered in the reply. Please furnish comments and 
mention the specific steps that were take n to complete the trial of 
prototype Rural exchanges to assess their performance within the 
extended period of the agreement and the results achieved. Please 
.also mention whether the collaboration agreement was extended 
beyond May, 1973. 

[Lok Sabha Sectt. O.M. No. 12-PU173 dated 5-6-7.t] 

*Further Reply of Government 

The ITI has complete manufacturing information for the manu-
facture of Rural Automatic Exchanges. One prototype exchange 
has been -proved in the laboratory and actual trial in the field is 
being planned. After the field trial is found satisfactory, ITI would 
;supply the requirements of P&T of rural Automatic Exchanges. 

The .collaboration agreement was not e:·;tended beyond May, 1973. 
[Ministry of Communications, O.M. No. JI5401211173-Fae., 

d9.ted 16-7-7t) 
---_ .. _---_.,-

·Not vetted by Audit. 
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Recommendation (Serial No. 11) 

The Committee also strongly recommend that Government 
Ihould learn the lesson from this experience and ensure that agree-· 
ments with collaborators include suitable clause providing for levy 
of penalties and recovery of liquidated damages in cases of delays 
or failure to fulfil the contractual obligation either in full or in part. 
The Committee would also like GovernmentfBPE to issue suitable 
guidelines in this regard to all Public Undertakings. 

The Committee were informed that with the addition of the· 
machines which are now being received from BTM the Company 
would have the capacity to manufacture all the items that . were· 
mentioned in the agreement. The Committee, however, regret to· 
observe that no revised parameters according to the P&T pattern 
were fixed corresponding to those included in the agreement for 
judging the actual performance with the result that no useful compa-
rison could be possible with the agreement and the terms thereof 
enforced. The Committee view with concern the failure of the 
Management in not having intimated the reVised production 
patterns, programmes to BTM in time and included them in a supple-
mentary agreement to the main contract so that the tenns of the· 
contract could have been enforced and responsibility for shortages 
at several stages pin-pointed. 

(Paragraphs 3.49 and 3.~O). 

Reply of Government 

It is understood that this sort of penalty clause was not incorpo-
rated in foreign collaboration agreements entered ~..o by other 
Ministries also. The Ministry of Finance (Department of Expendi-
ture) in their Office Memorandum No. ,F. 12 (5)-E(Coord) /72, dated 
26th April, 1973, have issued instructions that "Ministries should 
provide for necessary safeguards in collaboration agreements so that 
the collaborator gets a stake in ensuring that contemplated produc-· 
tion target are achieved according to the schedule." 

The basic manufacturing plant and machinery supplied by BTM 
under the contract would be adequate for 1,00,000 lines of equip-· 
ment based on the proportion of quantities of component equipment 
provided for in the Jorbagh Exchange. However, P&T places orders' 
for new exchanges as well as expansion of existing, the quantities 
of· different types of component equipment varying according to re-
quirements of traftlc to be carried by them which may not be the-
same ai that catered for in Jorbagh. Under these cil!cumstances. 
the question of revising the agreement based on any set PAT pattern, 
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of ordering did not arise, as the whole agreement was for produeinl 
a certain quantum of equipment, which could be used in any combi-
nation as required by the Posts and Telegraphs. 

[Ministry of Communications, O.M. No. U.54012/4j73-Fac. Pt. gated 
4.12.1973). 

Further information called by the Committee 

Please furnish two copies of Ministry of Finance (Department of 
Expenditure) Office Memorandum No. F. 12(5)-E(Coord)172 dated 
28th April, 1973. 

[Lok Sabha Sectt. O.M. No. 12-PU /73 dated f).6.l974.]. 

·Further reply of Government 

Two copies of Ministry of Finance (Deptt. of Expenditure) O.M. 
No.F. 12 (5)-E (Coord) 172 dated 26th April, 1973 are enclosed (Appen-
dix 1). 

[Ministry of Communications, O.M. No. U.540121] 173-Fac. dated 
16.7.1974]. 

Reeommendation (Serial No. 13) 

T!te Committee regret to note that the decision to malke use of 
the tool room facilities available for strowger type of equipment 
for crossbar production on the expectation that there would be 
tapering off of strowger production was not correct especially 
when the crossbar equipment was quite new to the country and 
there was no experience in the use of this type of eqUipment. 

The Committee note that only when the Company was faced 
with critical situation of large number of breakage in tools during 
production that the Company ·thought of ordering a duplicate set 
of tools and establishing full tool-room facilities. The Committee 
also note that in the meantime the Company had to place orders 
for import of 4 tools from the very same collaborators, i.e. BTM 
for a ClF value of Rs. 1.25 lakhs and a_nother set of 13 tools from 
B~ and other companies. Had the duplicate set of tools been pro-
cured in time, the Company would not have suffered the loss in 
production. 

The Committee view with concern the lack of proper planning 
in the provision of tools, and tool-room f;::::ilities which has caused 
loss of production. -----------------------------_ .. ---------- ------.. _-

-Not vetted by Audit. 
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The Committee also take a serious view of the failure on the 
part of the Management in not having assessed the demands of 
strowger type of equipment in time before a decision about tool-
room facilities for crossbar production was taken. The Committee 
hope that with the establishment of a full-fledged tool room, m 
would be able to overcome the difficulty of lack of tools required 
for the manufacture of crossbar type of equipment in future. 

(Paragraph No. 3.55). 

Reply of Government 

As observed by the Committee, thE\. decision not to order dupli.-
'Cate set of tools on foreign manufacturers was taken on the expecta-
tion that these tools would be made in the Strowger to~l room which, 
however, did not materialise as the total strowger production did 
riot taper off and there was thus no spare capacity in the strowger 
tool-room for manufacture of duplicate tools for crossbar. These 
tools being sophisticated could not also be made by other tool rooms 
in the country and, therefore, had to be ordered on BTM. A separate 
tool-room for Crossbar has been set up and tools required for dup-
lication or replacement for the current production levels are nOW 
being made in Indian Telephone Industries Crossbar Tool Room. 

[Mi.nU;.try of Communications, O.M. No. U.5401218173-Fac., dt. 
2IOth October, 1973] 

Recommendation (Serial No. 14) 

The Committee fail to understand how the IT! Management 
.. nd the Government could ensure implementation of the agreement 
and that of the project as per schedule in the absence of any record 
being maintained to indicate even the actual dates of the receipt 
()f know-how ek. The Committee are also surprised as to how the 
Management could state that the manufactUring know-how hact 
been received in time, by and large in the absence of the record. 
The Committee emphasise the need for keeping a complete record 
-of receipt of all type of know-how including production and engi-
neering information vis-a-vis the scheduled dates to enable the 
Management and the Government to keep a close watch So that it 
'Can be ensured that the provisions of the agreement and the project 
.are implemented as per schedule. 

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

(Paragraph 3.519. 
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Reply of Governmeat 

In the agreement entered into with BTM, Government of India 
and ITI, the time schedule for delivery of know-how had been laid 
down vide Annexure 'D' of the Technical Part of the Agreement. 
According to this, the entire information should have been avail-
able by the end of Period IV. 

The information in respect of Engineering was voluminous aDft 
covered various aspects of circuit design, design of equipment, pre-
paration of drawings etc. A watch was kept on this by the Engineer-
ing Department of the ITI and by the time the first few exchanges 
wer~ engineered, the full information as was available with BTM, 
had been transferred to ITI. However, due to modifications whic.h 
were necessary on account of changes under field conditions, addi-
tional information and modifications, to the information already 
received, were necessary. A watch was kept on this also, and pre-
gressive completion of the receipt of this was ensured by ITI. 

The agreement with the BTM expired on the 20th May, 1973. 
Regarding inclusion of penalty clause in the agreement with BTM, 
the comments of the Government are contained in their reply t. 
Re::ommendations No.8. 

[Ministry of Communications, O.M.No. U. 54012!4173-Fac .. dt. 4-12-731 

Recommendation (Serial No. Z5) 

The Committee note that because the production in the crossbar 
Division i<; not yet established technical estimates are obtained fOl' 
evaluation of the work in progress in respect of intermediate pro-
duction in certain specified qepartments. The Committee feel that 
working out standard costs based on technical estimates only for 
intermediate production in certain specified departments will not 
ensure a scientific and realistic costing for evaluation of work in pro-
gress. The Committee, therefore, recommend that the correct 
standard costing practice should be adopted and the standard cost 
for the production of crossbar division fixed on a scientific basis. 
The Committee also recommend that these standard costs should be 
reviewed periodically and variations between standard costs and 
actuals analysed to take ~emedial measures to reduce the cost at. 
production and effect adjustments as necessary. 

(Paragraph. 7 .... 



Reply of Government 

In the Crossbar division, two systems of costing have been ill 
vogue (i) the shop order scheme, and (ii) the departmental scheme. 
The former follows the same systems and methods as in vogue in 
the remaining production divisions of the Company. The latter is, 
however followed in the Crossbar Division alone to fall in line with 
the production methods and planning techniques in operation in the 
division. Unlike the other production divisions, the production unit.,; 
in the Crossbar Division covered by this scheme do not follow the 
multi-stagB movements of. semi-finished and finished components 
which are retained in the production centres called "Collection Cen-
tres". Materials are issued and accounted for against bat'2h require-
ments, and the total labour utilised (including overheads) is book-
ed to the departmehts as a whole. Finished products released from 
the departments are priced at (pre-determined) standard costs and 
their value credited to the department. At the end of each quarter, 
the value of semi-finished items and raw-materials lying in the de-
partment are physically verified and priced on the basis of standards 
as per a technical evaluation of the material and labour content in 
them, and such value credited to the department. The balance in 
the departmental account represents the cost variations in produc-
tion and is transferred to cost variations account after examining 
and the elementwise variations. Under the production .methods and 
planning techniques adopted in these departments of the cross-bar 
division, the method of costing in vogue has been found to be the 
most practicable one. It may be stated that the production pattern 
and consequently the costing system adopted in the Cross-bar divi-
sion is similar to the pattern prevailing in BTM who were our Col-
laborators for establishing the Cross-bar project. 

Standard costs based on Engineering data and layouts have bee. 
fixed for all the items of manufacture. 

[Min. of Communications O.M.No. U.54012\14173-Fac. dt: 23-1()..73J 

Recommendation (Serial No. 26) 

The Committee note that standard costs are fixed with reference 
to layout/drawings for materials and engineering estimates for 
labour. The Committee also note that the number of layouts has 
Increased from 59,000 in 1969-70 to 77,000 in 1971-72. The Commit-
tee were informed that unless there is a change in process or design 
tool or work simplification or material substitution no revision of 
lay-outs is undertaken. The Committee feel that in view of the l~rge 
number of layouts and the frequent changes in product mtxdemgnB 



-espectally in Transmission Division, there should be a systematic 
time~ntrolled plan of review of layouts with a view to fixing the 
standard costs as accurately as possible and improve upon the per-
formance. (Paragraph 7.6). 

Repl,. of Govemment 

Under the Costing procedure in vogue in the Crossbar division 
as well as in other Divisions, debits to the production account are 
based on the actual quantities of labour and material utilised in 
production and evaluated at (pre-determined) standard rates. Con-
sequently, the debits should be deemed to be quantitative actuals. 
Credits in respect of the finished items released from production 
·are also based on actual quantities but evaluated at standard rates 
which are pre-determined on the basis of technical lay-outs and 
engineering estimates. The difl'erenres in closed shop orders could 
therefore, be deemed to be the differences between actuals and esti-
mates. On the closure of the Shop Orders these differences are ana-
lysed element-wise to enable remedial actifID wherever necessary 
inducting possibilities of cost control. 

The standard rates for materials and labour for the purpose of 
debiting the Shop Order are reviewed and revised every year with 
reference to actual cost trends, so also the standard costs for finish-
ed products. In this manner, a periodical review of standard cost. 
with reference to actuals is adequately established for cost control 
purpose. 

The layouts would require review and revision only when there 
is a change in process or design, tool or works simplification or 
materials substitution. Layouts which represent basic engineering 
data are modified only depending upon customers' reqUirement or 
whenever there is a change in design production methods, substi-
tution of materials etc. and dG not otherwise require review on the 
basis of a time-controlled plan. 

(Ministry of Communications a.M. No. U.54012/14/73-Fac. 
dt. 23-10-73) 

Recommendation (Serial No. 29) 

The Committee also recommend that the standard costs should 
.be reviewed and re-fixed taking into account the present trends iD 
labour effiCiency and material costs so that variations in costs may 
be kept to the minimum. (Paragraph 7.9). 



&apl,. 01 GoverDDl_t 

Standards Costs far labour and material are at present being 
reviewed on an annual basis. It is felt tha~ frequent revision- of 
standards, specially (If labour, on the basis of actuals is not desirable. 
since they cease to be standards. In accordance with the revised 
agreement, standard costs for labour are based on 90 per cent effi· 
ciency; standard costs for material are based on weighted average 
rates of actual purchases of the previous year; and overheads are 
pegged to the actuals of an earlier year. 

[Min. of Communication O.M. No. 54012(14) 173-Fac. dt. 23rd 
October, 1973] 

Recommendation (Serial No. 34) 

The Committee find that about 80 per cent of the products manu-
factured by IT! are supplied to Posts and Telegraphs Department 
under the pricing terms incorporated in an agreement between the 
C~mpany and P & T. The Committee are, however, surprised to note 
that since inception no proper and fixed pricing poli~'y has been 
evolved by the Government with regard to the sale of the stabilised 
and non-stabilised items for production. The ad hoc arrangements 
had to be revised on several occasions as they were {'Ound not work-
inj to the satisfaction of either the I.T.!. or the P&T. The Committee 
note that the pricing policy has been changed with· effect from 
April, 1972 and new agreement has been entered into between P&T 
and IT!. Even the present agreement provides for adjustments of 
the payments/recoveries for cost variations. The excess or deficit 
in the estimates are to be made good by the P&T or refunded to 
P&T as the case may be. 

The Committee note that conflicting statements have been made 
by the Management and the Ministry as to how far the cost varia-
tions under the standard costing system would affect the profitabi-
lity of the Company. The Committee also note that in the new 
agreement it lias been presumed that the Company would run 
at 90 efficiency. As the efficiency depends upon many factors, like 
labour-management relations, adequate supply of material, proper 
training of the workers etc., the profitability of the Company is 
likely to be affected by all the variable factors presumed in the new 
agreement. 

Since the ITI nave the benefit of latest machinery and equip-
ment in their production on units and advantage of large captive 
martket, the Committee need hardly stress that the undertaking 
should improve its efBciency inCTeaae output and effect economics 



10 &! to bring down the cost of manufaeture of their products to 
even less than the international prices so that the products of th.-
m can benefit even the common man. (Paragraph 8.8). 

Reply of Government 

~he Committee's observations in the concluding portion of para 
I of the recommendations apply only to sales of non-stabilised items 
to the P&T. In regard to stabilised items which are sold to the P&T 
no such adjustments with P&T are being carried out nor have they 
been provided for in the agreement. 

In regard to the effect Of cost variations or the profits and profi-
tability, the position is as under:-

Under the revised agreement with the P&T (as also the 
positiOn as it stood prior to the revision of the agreement), 
the cost variations in respect of non-stabilised items deter-
mined at the end of the financial year are adjusted with 
the P&T along with the proportionate profit amount. 
That is to say, if the cost variatioOn is a debit variation the-
amount together with the proportionate profit amount is 
recovered from the P&T. Similarly, if the cost variation 
is a credit variation, the amount together with the pro-
portionate profit amount is refunded to P&T. Thus under 
the arrangement relating to sale of non-stabilised items. 
the quantum of profit on the basis of standards (before-
taking into account the cost variations) is affected by thp 
cost variations, the effect being to the extent of propor-
tionate profit amount on the cost variation. However, the 
profitability (viz. percentage of profit) on the actual cost 
does not get affected by the cost variations. 

In respect of sales of stabi1is~d items to P&T, the cost variations. 
determined after the clOse of the annual accounts are not adjusted 
with the P&T but are absorbed by the Company. Because of this, 
both profit a~ also profitability (percentage of proofit) got affected to 
the extent of the entire cost variations. 

The observations of the Secretary, Ministry of Communications, 
as referred to in the Committee's report relate to cost variations on 
sale of non-stabilised items to P&T. 

The other observations of the Committee have been noted tor 
guidance. 

(Ministry of Communications 0.14. No. U.54012/18f13-Fae. 
dated 28th December, 19'13). 



Reeommendation (Serial No. 36) 

The Committee note that the stock of raw materjalq including 
installation and production stores as on 31.3.1972 was equivalent to 
16 months requirements. Although the inventory level has been 
brought down from 19 months' in 1967-68 to 16 months' in 1971-72, 
the Committee feel that the inventory is still very high compared to 
the norm of 6 months' requirements recommended by the Commit-
tee on Public Undertakings in their 40th Report (Third Lok Sabba) 
on Material Management. Even according to the Management, the 
inventory holdings considered reasonable in terms of production re-
quirements were 6 months in the case of indigenous items and 9 
months in the case of imported items. The Committee also note that 
the inventory of raw materials has risen from Rs. 1,161.37 lakhs in 
197()"71 to Rs. 1,531.71 lakhs in 1971-72 and the increase has beeu 
mainly due to purchased items. 

The Committee note that the system of material management In 

the Company had been got examined by the Administrative Staff 
College, Hyderabad, who while giving their reportmd recommen-
dations had observed that "ad-hoc decisions such as annual indent-
ing, decentralising the purchase function etc. without adequate pre-
planning show trends in dislocation of functions, crisisEond inventory 
piles." 

The Committee feel that the Company should have by this time 
implemented the recommendations contained in the repJrt of the 
Administrative Staff College and taken appropriate action to stream-
line the purchase procedure which at present is stated to be causing 
considerable problems and ensure that the level of inventory is 
brought down to the norms, considered reasonable consistent with 
exigency of production so as to avoid unnecessary accumulation of 
.Itores resulting in locking up of capital. 

(Paragraph Nos. 9.6 & 9.7). 

Reply of Government 

The inventory position in the IT! was re.viewed on the 1st April~ 
1973. As against the model inventory level prescribed by the BPI: 

.Of Rs. 27.49 crores, the actual inventory of the m was only Rs. 26.61 
crares. The BPE have accepted the inventory figures furnished by 
the I'N and have commended the efforts made by the CompanJ in 
ihis direction. 
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The progress of action on the recommendationa of the AdminlI-
trative Staff College of India is noted below:-

Or,aDisation: The orianisation proposed for the individual Divi-
Irion has been accepted in principle and action has been taken to 
appoint Materials Manager for each division. Materials Managers for 
Transmission and Crossbar Divisions have been appoin!:ed during De. 
cember, 1972, while that for Strowger Division 11 to be posted. 
This being the transition period, it is excepted that the Divisions will 
take some time to reorganise on the lines proposed by the Administra-
tive Staff College. Independent of the routine purchase activities, a 
separate organisation for market research has been proposed. Vendor 
location activity will be under this officer. This has been accepted in 
principle and will be implemented in stages. 

Procurement Procedure: Administrative Stat! College of India hu 
recommended ordering of materials on a limited tender basis from 
amongst the list of vendors approved from time to time by the Divl-
lional Vendor Valuation Committee. This recommendation has been 
accepted in principle. The preparation of list of approved vendors hu 
been started and is likely to take some time. It has been decided to 
advertise for aU items costing Rupees one lakh or above at least once 
a year to locate likely sources of supply. 

Pending preparation of approved suppliers, list and their evaluatioD, 
suitable powers of purchase have been delegated to the Divisional 
Manager, the m!lterials Manager and other in the line organisation-
only orders above a value of Rupees !en lakhs come to Management 
for approval-stores purchase Committee have been reconstituted t~ 
bring these action levels and decision levels as close aa possible so u 
10 reduce delays in decision making and placement of pur~hase ordem 

Vendor location has been divorced from purchase action as recom-
mended by the Staff College and combined with import substitUtion. 

General: Recommendations also include guidelines on Material 
budgeting, fixing of individual and Divisional Inventory Levels, order 
levels and quantities, building up of files on vendor liability etc. which 
3024 LS--5. 
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are matters of detail and are being implemented progressively as the 
I'e-organisation proceeds and additional staft is made available. 

An important step taken alongwith the implementation of these 
proposals is to appoint a Chief Materials Manager responsible for In-
Tt:ntory Control applications, who also monitors the requisitioning in-
ventory and purchase of ma:erials on behalf of the Management. 

(Ministry of Communications O.M. No. U. 54012116/73-Fac. dt. 
20.10.73). 

Recommendation (Serial No. 38) 

The Committee note that the value of dormant and slow-mavin, 
.tores increased from Rs. 234.4 lakhs at the end of 1967-68 to Rs. 286.5 
lakhs at the end of 1968-69. Though it came down to Rs. 166.55 
lakhs at the end of 1970-71, it again increased to Rs. 219.32 lakhs at 
the end of 1971-72 representing 16.81 per cent of the inventory. The 
Committee also note that the value of dormant stores alone ranged 
from 12.3 per cent of the inventory in 1367-68 to 6.65 per cent in 
1971-72. The bulk of dormant and slow-moving stores was account-. 
ed for by the raw materials. MAX and Transmission sto:-es which 
have shown an increase of Rs. 48 lakhs from 1967-68 to 1968-69 and 
again Rs. 46 lakhs from 1970-71 to 1971-72. 

The Commit~ee were informed that items had ~ecome dormant 
and slow-moving due to frequent changes in methods. processes and 
designs which had taken place in the factory especially in Transmis-
sion equipment. The Committee also note that against the accumu-
lations of dormant item3 from the inception of the factory stores of 
the value of Rs. 37.42 lakhs had to be written off. The Committee 
are concerned to find that while on the one hand shortfalls in pro-
duction are attributed to the shortages of raw materials and Trans-
mission Stores, and machinery and labour remain idle on this ac-
count, on the other, there are accumulations of dormant and slow-
moving equipment which are ultimately written off. The Commit-
tee recommend that purchase of materials e:::pecially Transmission 
Stores and Transmission ~quipments which are susceptible to fre-
quent changes in design, methods processes, etc. should be regulated 
after a careful assessment of the requirements to avoid accumula-
tion of stores over long periods and ultimately becoming obsolete 
Of warran~ing written off. . 

They have been informed that a Committee had been appointed 
to review the stores declared dormant/slow-moving. The CoIllIllH-
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tee hope that a careful analysis of the dormant and slow-moving 
atores will be made so as to selregate items which are really sur-
plus to requiremEnts and action taken to dispose them of in the best 
~terest of the Public Undertaking. 

(Paragraph Nos. SU5 & 9.16). 

Repl, of Government 

AJJ has been noted by the Committee the main items of dormant 
and slow-moving stores are accounted for by changes in methods. 
processes and designs particularly in Transmission equipment where 
~e obsolescence {)f designs is very high. Every attempt is made 
by the IT! before actual procurement of components and materials 
10 see whether any items of stores listed as dormant and slow-mov-
Ing can be utilised in lieu. It is only after this check is made, pro-
eurement action is taken. The Committee's recommendation that 
• stricter vigilance should be exercised on procurement of transmia-
lion stores liable to frequent changes in design has been noted for 
compliance. 

In realisation of this important aspect of inventory management 
a special organisation under the Chief Ma~erials Manager has been 
created in I.T.I. As a result of work done by the Committee appoint-
ed for this purpose and by the materials Management Cell it has 
been possible to bring down the value of dormant stores to 5.5 per 
tent of the total inventory in 1972-73. This is expected to be reduc-
ed even further in future. 
(Min. of Communications O.M. No. U.54012/17/73-Fac. dt. 28.11.73); 

Recommendation (Serial No. 41) 

The Committee note that as on 31.3.1972, a sum of Rs. 280.95 lakhs 
was outstanding towards loans from Government of India and JSEC, 
New York. The Committee. also note that the amount outstanding 
"alnst deferred credit was Rs: 227.73 lakhs on that date. 

The working results of the Company are indicative of its healthy 
flnanc1al position. In view of this the Committee hope that it should 
"e pos"ib~e for the Company to wipe off its outstanding loans so that 
payment of interest charges thereon is avoided. ' 

(paragraph No. 10.5). 
Reply of Government 

The outstanding loans are being repaid on scheduled dates as per 
the terms of repayment and the company has not so far sought 
moratorium for repayment of loans. 

(Min. of Communications O.M. No. U.54012/18/73-Fac. dt. 20.10.73): 



CHAPTER IV 

Bec:ommendations in respect of which replies of Government bave 
not been accepted 

Recommendation (Serial No.1) 

The Committee regret to note that no serious effort has been made 
to de~ermine precisely the capacity of the MAX and Transmission 
Divisions from year to year. 

The targets and actual production have been indicated in the 
Transmission Division in terms of value alone. In view of the fact, 
that targets of production of the various items had to be varied from 
year to year depending upon the product-mix and in view of the fact 
that value of production could rise on account of price and quantitJ 
variance and other factors, the Committee feel that there was no 
clear-cut yardstick available to the Management for evalua~ing the 
efteciency in production performance. The Committee recommend 
that keeping in view the past performance and the likely types of 
erders to be received, it should be possible for the Company to make 
an ac~urate assessment and fix the capacity for evaluating the per-
formance. The Committee find that, on the one hand, the Manage-
ment stated that the production schedules were prepared taking into 
account the availability of machine~, equipmen~ and also the for~ 
cast of the orders, on the other hand the Management attributed the 
lhortfaU in production to the fixation of targe~. deliberately at 8 
higher level as a measure of incentive for higher production. 

(Paragraphs No. 2.15 to 2.16). 

Reply of Government 

The capacity in the Strowger and Transmission divisions as in 
any engineering industry must be recknoned in terms of man-houra 
and machine-hours which can be uti1i~ed for producing wide varietJ 
of products. The capacity available in anyone year in these teml'8 
can be and is actually calculated with precision as also a schedule 
of physical quantities of equipment worked out that can be manu-
factured by utilising this cap~city in the optimum. These are also 
expressed in value for any particular year for accoun~ing purpo~es. 
There is thus always {l known capacity both in !lhysical terms and 
In value for the production in anyone year against which perfor-
mance can be monitored. 

60 
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In drawing up a production schedule two constraints are to be 

reckoned with. Firstly, the desired product-mix, which would en-
lUre the maximum utilisation of the man-hours and machine-houn 
already available, which is the available capacity for manufacture 
In I.T.!. Secondly, the produ.ct-mix which is based entirely on cus-
tomer requirements which may require additional either of man-
hours or of machine-hours or result in the capacity not being utilised 
In the optimu~ manner. 

The physical targets laid down for production are, therefore, • 
compromise between these two requirements. While on the one 
hand, the production is scheduled to utilise the capacity to the maxi-
mum, action on the other hand is taken to set up additional-capacity 
10 as to meet the requirements of the customers. In an ideal situa-
tion such a production schedule has to be laid down as target at least 
18 months in advance of the production year. This would give sum-
dent time to balance capacities or to set up additional capacity, to 
plan for material, and nece3sary tools. In actual practice all these 
Ideal conditions do not obtain. Wherever imported machineries are 
Involved, the cycle time for setting up additional capacity is un-
certain as it depends on availability of foreign exchange for capital 
Imports. Similarly, setting up of additional tooling capacity also II 
fraught with several uncertainties for the same reason. While, 
therefore, the targets for production are set up on the requirement. 
of the customers which can be met by setting up additional capacity, 
the actual realisation of the additional capacity is sometimes delay· 
ed and to this extent the targets are not met. 

The capacity in Strowger and Transmission division whiCh 11 
normally planned on the basis of man-hours and machine-hours is 
.1'0 converted into specific products of a known mix. So long 8J 
the product-mix is maintained, the capacity is known and the per-
formance 'is watched by Management by efficiency indices both ot 
man-power utilisation and of machine-hour utEisation. The report 
on machine utilisation has been in vogue for the past 3 years. 

In a system where incentive efficiencies work, the actual capacit, 
that can be achieved is sOlllewhat flexible. By additional effort and 
Inducement, the output per man-hour can be increased under cer-
tain favourable conditions. During production, a continuous effort 
Is made to achieve such increase and for this reason the targets are 
Jet at levels slightly higher than what can be expected as a routine. 
To the extent that the incentives are attractive such increase p~ 
duction can be achieved. 

With the customer agreeing to a long·term planning of their reo. 
quJrement followed by placing ot firm. orders and with the many 
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improvements already made in procurement of materials, advance 
planning etc.,lT.I. expects to achieve quantitative targets and the 
bud~etted sales to a large extent. 

It may be added that the undertakings submit monthly produc .. 
tion reports, which are scrutinised in the Ministry. Periodical task 
force meetings are also held which are attended by the Chairman of 
the undertakings under the control of the Ministry as well as senior 
officers of the Minis~ry, etc. The deficiencies in producthn, parti-
cularly with reference to the targets fixed, are discussed wi ':h a view 
to taking necessary action t.o remove the bottlenecks. For some time 
past, the monthly production reports are also sent to the Economic 
Adviser to the Government of India for consideration at the h'ghest 
level. Forms in which production figureJ have to be furnished by 
the Undertakings have been laid down. It may, therefore, be observ-
ed that a continuous watch is kept on the productiop of undertak-
ings and steps, where necessary, are taken to remove the deficiencies 
and bottlenecks in production. 

(Min. of Communications, O.M. No. U.54012/73-Fac. dt. 22-1-1974). 

Recommendation (Serial No.3) 

The Committee Dete 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 receipt 
of raw materiallcomponentslpiece parts and of prescribed quality, 
non-receipt and non-availability of imported s~ores and the labour 
effidency being less than 100 per cent. The Committee note that 
While the Company had already taken measures to ward off delays 
in obtaining import licences and to see that ~upply of indigenous 
components are received well in time, the labour efficiency had de-
clined 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 
fihowed an upward trend from 1965·66 to 1967-68 and again in 1971-
72. The Committee note that out of 31 shops now functioning, 5 
shops have not attended 100 per cent efficiency at any stage while 
'1 shops have fallen below 100 per cent efficiency at any stage while 
'1 shops have fallen below 100 per cent efficiency from 1~69-70. The 
Committee are concerned to find that while the expenditure on labour 
incentives has increased, the efficiency has actually come down thus 
causing shortfall in production. The Committee note that the 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 are under active consideration. The 
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Committee .recommend that the Management should finalise the 
modified scheme without any further delay ensuring that the modi-
fied scheme does not have any adverse effect. The Committee have 
also suggested that the Management should consider relating labour 
incentives to productivity so as to improve the efficiency and achieve 
better production performance. The Committee have also sugge3t-
ed tha t the reasons for decline in efficiency in the 7 shops should be 
sone into and suitable remedial measures taken to improve their 
efficiency. 

(Paragraph No. 2.18). 

Reply of Government 

The labour efficiency while stood at 105.0 per cent in 1965-68. 
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 the industrial 
engineering timings to promote an improvement in efficiency with 
additional effort on the part of the operatives. As efficiency im-
proves and cr05'ses the base, the operatives start to earn incentive 
money. This momentum continues till it reaches an optimum effi-
ciency above the base and nearer or exceeding 100 per cent. As the 
25cheme gains momentum and the earings become sufficiently attrac-
tive additional groups and shops are brought on the incentive scheme. 
~ soon as conditions can be created for such an incentive scheme 
to work effectively. 

2. During the period from 1965-66 to 1971-72 the emoluments ot 
the workers were increasing while the rates paid for incentive earn-
ings had not been matching the same rate of incr .. ase. Correspond-
ingly the motivational element of the incentive has to some extent 
been eroded and this resulted in a ~ecrease in the overall efficiency. 
This proce"'s has been aided to some extent by difficulties in keep-
ing the operators supplied with materials all the time. 

3. Due to delays and difficulties in making available materials 
ip 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 overtime during the second half of the year. 
In an environment where overtimes and incentives operate aimul-
taneously the incentives are generally less attractive. 

The cumUlative effect of these three factors bas, therefore, been a 
gradual fall in efficiency of production. The revision of the incen-
tive scheme is being negotiated with the workers· union. While 
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negotiating the new agreement, the recommendation of the Com-
auttee to relate labour incentives to productivity more direc07 
would be borne in mind. 

(Min. of Communications O.M. No. U.5401213/73-Fac. dt. 3-1-197'). 

Reeommendlltion (Serial No.5) 

The Committee note that the agreement with the BTM which 
was to have expired on the 21st May, 1971, was extended first froID 
May, 1971 to May, 1972, and against from May, 1972 to May, 1973 in 
Ipite of the problems of production as well as in the maintenance 
of cross-bar exchanges supplied 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 deft-
ciences in the equipment particularly in design most of which 
relate to defective spark quenchers, corrosion of certain parts due 
to climate conditions, circuit defects and common control equip-
ment etc. While the Committee note that the cross-bar system 
of telecommunications is modern in design, concept and utilisation, 
they are constrained to point out that the type of cross-bar tech-
nology for manufacture in India has been found in actual practiett 
not to be fully suited to our conditions. The Committee are at:a 
loss to understand how such a serious shortcoming crept in when 
a technical team of senior officials had gone round different coun-
tries to examine and recommend the most suitable type of cross-bar 
equipment for manufacture in the country. The Committee was 
informed that the Company indicated to the collaborators, the pat-
tern of traffic and other information which was sum lent only for 
the strowger system and without adequate data about the periodi-
city of calling which was an essential feature in this system and 
which has an important bearing on the design of the equipment. 
The Committee fail to understand why such an essential pre-
requisite as periodicity of calls was not indentlfied in detail and 
the special feature of Indian conditions kept in view while selecting 
the colhboration for the cross-bar equipment. The Committee feel 
that at least at the time of preparing the Detailed Project Report, 
these features should have been gOne into in detail so that the type 
of cross-bar exe-hange and the equipment which was manufactured 
really suited the Indian conditions. The net result of the serious 
omission has been th!lt 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 has been high-lighted by the Public Accounts 
Committee (1971-'12) in paragraph 1.1 Of their 2nd Report (Fifth 
Lok Sabha) while examining the financial implications of the d~~ 
live crOll-bar system installed in Bombay. Since this equipment 
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bas also been installed elsewhere, the Committee apprehend that 
the financial loss might be far higher. In view of the above, the 
Committee desire that the reasons for not 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 note that Government claim now to have found 
.olutions t() overcome these shortcomings. The Committee ,wish 
that Government had taken concerted measures much earlier and 
had effected the necesslry re~tification without any loss of time. 
At any.rate, the Committee desire that the cross-bar equipment 
already installed should be systematically rectified and the Com-
mittee informed whether it has, in fact, now been able to achieve 
the rated capacity in actu gl' operations. The Committee would also 
like ITI to confirm that the cross-bar equipment now being manu-
factured at least conforms to the Indian requirements and is free 
from; the defects which had earlier depressed its operating capacity I 
efficiency. 

The Committee would also like Government to anllyse in detaU 
the shortcomings and handicaps ;which have been experienced in 
selecting this foreign collaboration and in its subsequent operation 
10 as to learn the requisite lesson and advise all Public Undertaking. 
how to avoid. such pitfalls in future. 

(paragraph No. 3.15 to 3.17) 

Reply of Government 

The Indian Telephone Industries Limited, Bangalore, were manu-
facturing the strowger type of switching equipment in collabora-
tion with MIs. Automatic Telephone & Electric Company of UK. 
In 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 ex-
perts of the Posts & Telegraphs Department was formed to go into 
the selection of a suitable new switching system. Member of this 
Committee visited various foreign countries which weremanufae-
turing modem telephone switching equipment to make a on-the-
spot study of the various systems in operation in those countries. 
The 'Committee re:ommended the cross-bar switching system for 
adopting in India. A tender for supply of 48,000 lines of local 
exchanges and 6,500 Unea of trunk automatic exchange equipment 
and for col1abaration in the setting up of the cross-bar switching 
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~uipment of similar design was called for and tlte quotat1ons 
received were considered by a Committee. Among,t the cross-bar 
systems put up befor.e the Comm"ttee, the followi:lg three were 
considered for adoption in this country:-

(i) IME system of sweden; 
(ii) BTM system of Belgium; and 
(iii) NEe system developed by Japan. 

For reasons of high price and difficult terms of collab:>ration , 
the offer of IME was ruled out. Between the two offers of NEe 
and BTM, the offer of BTM of Belgium was preferred for the fol-
lowing te. hnical consideTations:-

1. BTM, in conjunction with ITT, had vast exoerience in the 
manufacture of varied type3 of telec.ommunic'ltbn equip-
ment, and had set up production units in different coun-
tries. NEC's experience was limited to Japan. 

2. BTM, as part of the ITT Group, h'ld experience of what 
is known as the "compelled Sequence Si~nalling System", 
and their offer was fJr this type of equipme'lt. NEC wall 
yet to develop it. The then Dire~tor of Rese3rch, P&T 
Department and the officeTs in the Telecommuniations 
Research Centre, were of the view that the new Cross-
bar Exchange should, from the beginning, incorporate 
the "Compelled Sequence MF Signalling" system. 

3. The process of manufacture of the BTM Cross-b'lr equip-
ment was considered simpler than the NEC, according let 
the ITI Limited. 

4. The BTM and ITT had experience in inter-working of cro~s
bar equipment with different types of automatic exchanges 
in d'fferent countries, in luding the strow~er, which was 
the type then in use in India. The NEC's experience was 
limited largely to inter-working with equipment in use 
of Japan. 

2. After detaHed consideraUon of the report of the Committee 
,of technic!ll experts, the Government of India dec~ded, after obtain-
Ing the approval of the Cabinet, in favour of the BTM system of 
Pentaconta SWitching equipment for this country, and collabora-
tion agreements with ISEC and BTM were signed in 1964 for manu-
facture of Pentaconta Cross-bar swit::hing equlpmen. by the ITI 
Vmited, Bangalore. The Signatories to these agreements from the 
Government's side were the President of India and the IndJm 

'Telephone Industries Limited. 
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. 3. The agreements were vailed for a period of seven years end:.. 
lng 20th May, 1971, during which period the ITI were required to 
reach a manufacturing capacity of 1,00,000 lines of switching equip-
ment of Jorbagh pattern. Due to various reasons, which have been 
enumerated in brief in reply to Recommendation No.8, the IT! 
could not attain the targeted manufacturing capacity before the ex~ 
piry of the contract in May, 1971. The Government of India, there-
fore, extended the agreements for another year without payment 
of royalty so that the IT! could during this period attain the sche-
duled capacity provided in the agreements. The BTM offered ful~ 
lest cooperation to the IT! 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 10£ switChing equipment at the scheduled cap'3city, 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 extension viz., 20th May, 1973. 

4. One of the reasons attributed f.or the deficient and unsatis-
factory working of the cross-bar equipment was different require-
ments of telephone traffic prevailing in Indian vis-a-vis other parts 
(If the world where Pentaconta switching equipment had been 
installed. The traffic rate depends on (a) the actual communica-
tion needs of the communities; and (b) the state of efficiency of the 
cross-bar system. The aspect of telephone traffic could unfortu~ 

nately not be assessed before the Pentaconta switching equipment 
was Eelected for adoption in this country. It is not a~tually the 
cross-bar system which has not been found suitable, but certain 
desi 5n deficiencies which subsequently came to our notice in the 
particular type of cross-bar manufactured by the BTM under the 
traffi:: conditions obtaining in the' country. The reason for this was 
not that the de~ision was taken without fccresight but due to lack 
'Of experience in the working of this system. Such a risk is inevit-
able in adoption of any new system. The selection was made after 
careful consideration and a thorough investigation in the matter 
has revealed that no individual office can be held responsible for 
selection of this system. 

5. The defects in the working of the cross~bar equipment impor-
ted from BTM and installed at some stations have also been identi-
fied. A task Force comprising of BTM, IT! and the P&T Depart-
ment was constituted and they drew up a planned programme for 
rectification of these defects. Some of the defe~ts have been recti-
fied and the others are being rectified as and when they are comm, 
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Co_ notice. In addition, the rectification work in general is also'la 
band. With regard to the cross-bar exchanges installed at BomblY, 
where about 60 per cent lines were commissioned initially, the: 
working capacity has been substantially improved since then. 

6. It is confirmed that most of the defe:ts of the present equip-
ment have been identified and solutions for these have been found. 
Arising out of these, changes have largely been incorporated already 
In the equipment now being pr.oduced ex. ept a 1ew that are in the' 
process of implementation. It may be mentioned, however, that 
besides modific'3.tions in the existing system design, which will 
considerably improve the service and the capacity that can be used 
in the exchanges, the overall systems concepts whi"h will be most 
suitable for Indian tr9ffic is also being examined afresh, and arising 
out of this, the necessary changes in system design as deemed 
necessary would be introduced in due course. 

7. Regarding the crossbar equipment received and already im-tal .. 
led in exch~nges, rectification work has already been taken up. With 
the progressive implementation of these ch~nges, the quality ot 
service would improve and it would also enable fuller utilisatioa 
of the capacity of the equipment. 

8. As indicated earlier, a number of changes have already been 
implemented in the equipment now being manufactured in ITI; for 
example, the contact material and spark quenches suitable for 
high intensity traffic have already been changed in the current pro-
duction line. As more and more improvements are being conceived 
to improve the performance of this equipment on account of the 
continued efforts put in by the Telecommunication Research Centre, 
Posts & Telegraphs and the Research and Development Organis!!-
tion of Indian Telephone Industries, the equipment in production 
Is being modified accordingly. With these changes, the equipment 
Is 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 efficiency is progressively improving. 

(Ministry of Communications O.M. No. U. 5401214173~Fac, 
dt. 20-10-73)' 

Further iDformation called b, the Committee 
(1) Please refer to para .f(b) of Government's reply to this re-

commendation and state the reasons as to why the important as-
pect regarding telephone trafti~ to be borne by the equipment wu 
Dot taken tnb consideration before the pentaconta Switching Equip-
ment waa 1e1eeted. 
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(if) It has been shted that in the cross-bar system certaID 

4esign deficiencies came to notice subsequently in the particular 
type of cross-bar manufactured by the BTM under the traffic eOD-
mtions obtaining in the country. The reason for this is stated to 
"e lack of experience in the working of this system. It bas further 
ken stated that responsibility could not be fixed for selectioa of 
this system. 

Please state as to why none, could be held responsible for the 
eelection of the Cross-bar system working of which has been found 
far from satisfactory. 

(iii) Please refer to paras 6 & 7 of Government's reply and state 
whether necessary modifications in the existing system design have 
since been carried out. If 10, what is the amount spent thereon. 
Have any changes been introduced on the bash of fresh eX1minat!oD 
conducted taking into account the Indian Telephone Tra1Bc and if 
eo. with what results. 

. (iv) Please state the total amount incurred on the rectift~!ltloD 
work, carried on the cross-bar eqUipment received and alre"td,. 
installed in exchanges. What has been the experience regarding 
improvement in quality of service and utilisation of the capacit,-
of the eqUipment after the implementation of the changes? 

(v) Please state the cost of modlfic!ltions of the equipment 1D 
production carried out on the basis of the efforts made by the 
Telecommunication Research Centre/Posts and Telegraph and the 
Research and Development Organisation of Indian Telephone 
Industries. 

(Lok Sabha Secretariat O.M. No. 12-PUf73 d!lted 5-8-1974). 

-Further Reply of Government 

(i) The P&T Department had gone in for Cross-bar type commOD 
i:ontrol equipment for the first time. Before commissloning of the 
Gchanges, it was not known that the perio:iicity of calling has such 
• critical influence on the performance of the cross-bar exchang~ 
mainly due to lack of experience in ~he field of common c:>ntro1 
system and due to incidence of traffic on account of suppressed 
demands. As such these factors could not be taken into a:-count 
before the pentaconta Switching Equipment was selected. 

·N ot vetted by Audil 
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(il) As already mentioned the selection of the common control 
system was made after careful consideration. In the absence of 
experience such type of defects were not foreseen and the defect. 
were notied only on the actual working of the system which have 
been identified and are being rectified. It will, therefore, not bit 
correct to hold any individual officer responsible fJr the defectl 
which were found later. The detailed project report only provided 
for the production of various equipments for 100,000 lines in the 
same proportion as given for Jorbagh Exchange which in turn had 
been designed by MIs. BTM. The inadequacies came to notice 
wh;le operating the system and could not be foreseen e;ther at the 
time of the selection of the system Or at the project report stage. 

(iii) Most of the defe::ts in the existing cross-bar exchlnges have 
been identified and the solutions for the same also been finalised. 
This work was done by a Task Force set up for this purpose with 
the representavies from the Telcommunicatior.,s Research Centre, 
IT! Ltd. and the P&T Directorate. The expenditure incurred on the 
work has not been assessed. A redecign group has bee'l set up 
recently in the T.R.C. to redesi ~n the pentacont':l system incorporat-
ing necessary changes most suitable for Indian Traffic. 

(iv) As far as up gradation of BTM supu1ied cross-bar exch~mgel 
is concerned, MIs. Bell Telephone Manufa-turing Company h:we 
supplied the entire modification m'lterial free of cost and also in 
addition, they have agreed to pav Rs. 80 lakh~ towards the cost of 
manpower for executing the modification work. It is as yet early 
to say about the effect of implementation of the changes in the ex-
changes because the upgrad!l.tion work is still in progress. 

(v) The modifications to the equipment in production are being 
carried out pro~regsively by the LT.I. Ltd. The modificatbns con-
list mostly of improvement in the grade of Spark quen-hers; im-
provement in protective finishing, slight increaSe in the S;Ze of the 
electrical contract and certain modifications to the circu!ts and 
mechanical components for improved perform<ance. The cost in-
crea~e Is not expe~ted to be substantial and would be known onl~ 
after aU the modifications are finalised. 

(Ministry of Communications 0.M. No. U15401211173Fac. 
dated 16-7-1974) 

Bec:ommendation (Serial No.8) 

The Committee note that though the original estim<ate for Rs. 121 
lakos sanctioned by Government in 1966 was exceeded as early as 
1966-67 the Company prepared a revised estimate only after the 
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project had been fully set up in 1968 and submitted it to the Board 
of Directors in June, 1970. The Board approved the revised eati-
mate in October-November, 1971 i.e. after more than one year and 
the revised estimates were sanctioned by Government in 1972 after 
another 10 months. -

The Committee regret to note that the laxity of financial control 
both on the part of Management and Government in having allow-
ed the Company to continue to incur expenditure on the proje::t' 
without a Revised Estimate being prepared and approved by com-
petent authority. The Committee need hardly stress that the 
Revised E3timate should not be construed as a completion Report 
of the Project but it is an instrument of financial control and should 
have been prepared and got sanctioned when there was the slightest 
likelihood of the estimates being exceeded and not after the project 
was fully set up. The Committee feel that Ministry should also, 
have taken steps to obtain the Revised Estimate even in 1966-6T 
When the expenditure exceeded the original estimate. 

The Committee recommend that the procedural delays and 
various lapses which have caused the delay in the preparation and 
nnction of the revised estimates should be investigated and res-
ponsibility therefor fixed. (Paragraph 3.20). 

Reply of Government 

As against an estimate of Rs. i27 lakhs in the original Project 
Report, the revised estimates amounted to Rs. 201.36 lakhs represent-
ing lin increase of Rs. 74.36 lakhs-vide para 3.18 of the Committee's 
report. It will be observed from the details mentioned in this plra-
gr_aph th'lt the ex ess in expenditure over the .original Project Re-
port occurred only under the head "Plant l\bchinery and Equip-
ment"-to the extent of Rs. 75.48 lakhs. Out of this, Rs. 24 lakhs was 
accounted for by the effect of the devaluation of the Indian Rupee in June, 1966, and Rs. 18 lakhs was due to price esc dation in the 

. supply of equipments as laid down in the agreement. This could 
Dot have been foreseen as the amounts of escalation depended upon 
the time of placement of orders. 

It may be mentioned, in this connection, that although the plant. 
machinery and other facilities had been rece~ved in the ITI Ltd., 
and installed by 1968, it took some more time for an accurate de-
\erminatian of their capacity in terms of production. It was only 
later that a precise assessment of this aspect could be made in con~. 
lultation with BTM. Even this assessment was done in two stages, 
~e in 1968 and again in 1970. As a result of the assessment and 
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discussions, BTM effected :free supply of 21 machines for which the 
Company had to pay a total customs duty of RI. 11.48 lakhs. This 
expenditure could not have been anticipated in full before 19'70. 

In the Project Report, it was anticipated that a separate Tool 
Room would not be necessary for the Crossbar Project as the requIre-
ments could be met by the tool room already installed for the Strow-
ger division. The assessment of the capacity of the Machinery and 
equipment installed for the Crossbar revealed later that additional 
mach!nery estimated to cost about Rs. 22 lakhs would have to be 
purchased and installed for the project to enable achievement of 
the production targets as per the Project Report. Compilation of the 
necessary data for the finalisation of the revised Project Report was 
thus possible only after 1970 and the revised Project Report waa 
put up to the Board in August, 1971 and after Board's approval it 
was forwarded to the Government in October, 1971. 

The revised project report was examined in the Ministry of Com-
munications and it was observed that the Company had not furnish-
·ed the detailed break-up of the cost variation for the various cause. 
which led to the increased cost of the project. Some discrepancy 
was also observed in the figures furnished in the revised project re-
port and these were furnished by the Company subsequently. The 
correspondence exchanged with the ITI for obtaining the above in-
formationlclarification and consultation with the Ministry of Finance 
took lome time and hence there was some time lag in sanctioning 
the revised estimates of the crossbar project of the Bangalore factory 
(the sanction for the revised project estimate was issued on the 28th 
September, 1972). 

As desired by the Committee on Public Undertakings, the case 
has been investigated and it has been found that the time taken in 
lanct10ning the revised estimate was caused mainly due to the 
reasons mentioned above. It has not been. possible to fix responsi-
bility on any individual officer. 

[Min. of Communi:-ations, O.M. No. U.1201212172-Fac. 
dt. 27-11-1973]. 

Beeommendation (Serial No.8) 

The Committee note that according to the BTM agreement for 
seWng up of the plant capable of manufacturing one-lakh lines on 
Jorbagh basis of contract equipment on a single shift working, the 
full capacity was to have been achieved in a period of 36 monUw 
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commencing from August, 1964 and ending July, 1967. The Com-
mittee regret to note that the actual performance in terms of out-
put has been much lower than that programmed in the agreement. 
The shortfall ranges from 67 per cent to 10Q per cent at the end of 
January, 1'968. 'L.e Management has attributed various types of 
delays as reason for shortfall in Phase I and II (February, 1965-
July, 1967). The Management have also admitted that there were 
delays in finalisation of facility schedules/specifications, et.c. by the 
Posts and Telegraphs. Though for some of the delays pertaining to 
supply of know-how, semi-equipped assemblies etc, the BTM was 
also responsible, the Committee regret to note that absence of any 
provision in the agreement with the BTM for taking action against 
them for such delays or for claiming the damages from them. The 
Committee view with concern that these delays have ultimately 
affected the training and the production programmes. The Com-
mittee would like that the reasons for delays should be investigated. 

The Committee also take a serious view of the lack of advance 
planning and the preparation of specifications by Posts & Telegraphs/ 
Indian Telephone Industries before entering into agreement so that 
the speCifications could be made available to the BTM for complet-
ing the contractual obligations in time. The Committee see no 
reason why in a project of this magnitude which involves erection 
and commissioning of a sophisticated equipment, the progress which 
depends on scheduling at different stages, the Company should not 
have taken advantage of modern management techniques like 
"PERT" to review the programme, identify the delays and take 
timely remedial measures at different stages to achieve the targeted 
programme. (Paragraph 3.43 to 3.44). 

Reply of Government 

There was some delay in t~ finalisation of facility Schedules/ 
Specifications of the Exchanges by the Posts and Telegraphs Depart-
ment. But the major reasons for the slippage in achieving the capa-
city for many years had been the continuous delays on the part of 
the BTM in supplying piece parts, components, tools and machines. 
Unfortunately, there were other factors which further added to this 
delay, for example, some machines shipped by them were received 
here in a damaged condition and some machines sent by them were 
impounded in Karachi during the Indo-Pakistan confrontation in 
1965. There had been continuous correspondence between the 
Indian Telephone Industries and the BTM for expediting the 
supplies and keeping to the promised schedule. In spite of these, 
the delays occurred in supplies at all stages. From this it appears 
that since this was apparently the first major collaboration entered 
3024 LS-6 
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into by BTM with any outside party, 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 been fully appreciated by them and thus BTM was not in a posi-
tion to meet the very tight targets which were specified by them in 
the agreement. 

There was no clause in the Agreement for taking action against 
the BTM for delays or claiming damages from them and generally 
it,is not possible to got such a clause accepted by the Collaborator. 
It is understood that this sort of penalty clause was not incorporated 
in foreign collaboration agreements entered into by other Ministries 
also. The Ministry of Finance (Department of Expenditure) in 
their Office Memorandum No. F-12(5)-E (Coord) 172, dated 26th 
April, 1973 (Appendix I) have issued instructions 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." 

In regard to the "PERT" techniques, it may be mentioned that 
Indian Telephone Industries had a definite PERT chart covering 
various activities with regard to achieving the targeted programme. 
They also had a proper Gant chart giving specific time frames for 
transfer of know-how. With the help of these, the Indian Telephone 
Industries continuously monitored the different stages and where 
there were delays, cases were taken up SUitably with the BTM. 

[Ministry of Communications, O.M. No. U 5401214173-Fac. 
dt. 20-10-1973]. 

Recommendation (Serial No.9) 

Apart from the financial losses, the Committee would like to 
point out that at a time when the country is seriously short of tele-
phone equipment and the waiting list runs into several years in 
metropolitan towns, it is unfortunate that we should not have been 
able to manufacture equipment of the requisite quality of ITI upto 
the installed capacity. The Committee are greatly dissatisfied with 
the lack of urgency with which the various manufacturing problems 
encountered have been tackled in ITI and desire that the matter 
should be looked into at the highest level in order to take concert-
ed measures to overcome these deficiencies and reach production as 
per the installed capacity. 

The Committee are greatly perturbed to note tl1at as compared 
to the FouTth Plan target, the IT! would fall short by as much as 
2.34 lakh lines including 70,000 lines of rural exchange. 
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The Committee note that though 60,000 lines of P&T were equat-
ed by the Management to one lakh lines Jorbagh pattern originally 
envisaged in the agreement with the collaborators, the optimum pro-
duction could not be achieved by the Company even in 1970-71 due 
to certain deficiencies like short supply of machines, shortfall in 
foreign exchange and poor quality of indigenous supply of raw 
materials. The Committee regret to note that the short supply of 
machinery came to the notice of the Management only after two 
years of installation and running and when the factory could not 
achieve the quantum of production specified in the project report. 
The Committee find that:-

" .... soon after the (present) Chairman and Managing Direc-
tor took over charge in June, 1970, he had detailed discus-
sion with the officers on the Audit Report and while going 
through the causes and the difficulties for attaining the 
rated capacity, it came to light that the machine capacity 
was still not sufficient. They pointed out that they could 
not make the correct and full assessment of the machine 
capacity earlier as the various machine operation timings 
had not been received in full from BTM". 

The Committee regret to note that even now information pertain-
ing to know-how and standard time data has not been received by 
ITI from BTM for a large number of items, components, and assem-
bly operations. (Paragraph No. 3.45 to 3.47) 

Reply of Government 

The main reasons due to whi~h the desired capacity could not be 
achieved have been indicated in the reply against recommendation 
No.8. This has been due to delay in the supply of components, plant 
and machinery, tools and jigs etc. by the BTM. All these items 
had continuously been pursued by ITI with BTM. In spite of this, 
there were delays in deliveries from BTM. Also, the tot.al plant 
and machinery supplied by them failed to give the rated capacity 
which resulted in a series of discussions and the inadequacy of the 
plant and machinery was finally accepted by the BTM. Arising out 
of this, ijley supplied free of cost additional plant and machinery 
by the year 1972. With the supply of additional plant, ITI has now 
got adequate plant and machinery to manufacture 1,00,000 lines of 
Jorbagh type eqUipment as was envisaged in the Agreement. The 
production is coming upto the rated cap~city. 
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The reasons for the ITI not manufacturing cross bar equipm.ent 
of the requisite quality have been examined in great detail. The 
defects in the equipment aro~ 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 issue concerning rectification 
of the cross-bar equipment supplied by the Bell Telephone Manufac-
turing Company was taken up with them and the rectification work 
is under execution. The ITI engineers had during their study of the 
designs and as a result of the failed reports, noticed some defects 
on which they made references to the BTM. Based on these, a num-
ber of modifications and change notes were issued by the BTM and 
these had progressively been implemented in ITI. A task force con-
sisting of the engineers of the Posts and Telephons Department and 
Indian Telephone Industries Limited has been working out solutions 
for further improvements to be adopted in future production by the 
Indian Telephone Industries. 

Regarding rural exchanges, in view of the greater importance 
given to the main exchanges, Posts and Telegraphs has so far been 
ordering the cross-bar equipment for the main exchanges only, the 
rural exchanges being catered for by Strowger equipment. 

[M~nistry of Communications O.M. No. U.5401214173-Fac., 
dated 20th October, 1973]. 

Recommendation (Serial No. 10) 

The Committee are surprised that though under the agreement 
with the Collaborators, the BTM were responsible for such defects 
and deficiencies, the agreement did not even included a penalty 
clause providing for claim for liquidated damages for any failure to 
supply the machines in a specific time. The Secretary of the Minis-
try, during evidence, admitting this lacuna stated, "when the colla-
boration agreement was reached, this question of compensation was 
discussed and it was finally decided iot to include any penalty clause 
in the agreement." The Committee are not happy at the way in which 
things connected with BTM agreement had been handled. The Com-
mittee would therefore like that the whole matter regarding the 
a~eement with the BTM should be thoroughly investigated and the 
responsibility for not only entering into such a defective agreement 
but also the failure to take follow up action at different stage during 
the implementation of the agreement be fixed. 

(Paragraph No. 3.48) 
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Reply of Government 

The position with regard to the circumstances leading to the 
signing of the agreement with the BTM Company has already been 
explained against Recommendation No.5. 

2. Regarding the absence of the penalty clause in the agreement, 
it may be mentioned that generally it is not possible to get such a 
clause accepted by the Collaborator. It is understood that this sort 
of penalty clause was not in~orporated in foreign collaboration agree_ 
ments entered into by other Ministries also. Ministry of Finance 
(Department of Expenditure) in their Office Memorandum No. F. 12 
(5) -E (Coord) /72, dated 26th April, 1973, have issued instructions 
that 'Ministries should provide for necessary safeguards in CJ:bbo-
ration agreements so that the collaborator gets a stake in ensuring 
that contemplated production targets are achieved according to the 
schedule." 

3. Follow up action on various matters connected with the imple-
mentation of the agreement was also taken. There was an indica-
tion in the BTM agreement about the number of machines to be 
supplied and, based on that: the collaborators supplied the machines 
to the Indian Telephone Industries' Ltd. In the beginning Indian 
Telephon.e Industries' efforts were in terms of assembly of parts 
supplied by the BTM Production of components, bit by bit, was 
started in the Indian Telephone Industries. Initially, when the ma-
chines were being run at a low capacity, the optimum production 
was not known. It was only later when the Indian Telephone In-
dustries wanted to get the optimum output that the deficiencies 
were discovered. In 1968-69 when an evaluation was made by the 
Industrial Engineering Department of the Indian Telephone Indus-
tries some machines were found short. Mis. BTM were contacted by 
the Indian Telephone Industries who, in turn investigated the matter 
and accepted the position. As the Indian Telephone Industries 
gained more experience with the machines that were brought and 
installed, they felt that there were stilI some machines short. 

The BTM agreed to supply these additional machines also free 
of charge. It would be appreciated that the Indian Telephone 
Industries had taken up the manufacture of the .cross-bar equipment 
for the first time and have had no previous experience. Therefore, 
they were guided and advised by the Collaborators. It was only 
when the Indian Telephone Industries installed these machines and 
ran them, the fact that these machines were inadequate to reach 
the specified capacity was assessed. Then the dialogue was started 
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with the collaborators and the BTM agreed to supply a total number 
of 21 additional machines free of cost towards inadequate provisions 
of machine capacity in the collaboration agreement. 

{Ministry of Communications, O.M. No. U. 5401214173-Face. dated 
20-10-73]. 

Recommendation (Serial No. 15) 

The Committee find that against the staff requirement of 15 
officers and 1235 operative and indirect staff on achieving 100 per 
cent efficiency envisaged in the Project Report for production of 
1.00,000 lines, the Company has on 31st March, 1972 a strength of 
:U officers and 1401 operative and indirect staff whereas the produc-
tion was only of the order of 80,000 lines. Although the Committee 
w~r~ informed that the present strength is not more than the 
strength assessed by the Industrial Engineering Department, the 
Committee are inclined to feel that the staff strength is much in 
excess of the requirements especially when the production has not 
reached 100 per cent level. The Committee are concerned that the 
Company could not attain the expected level of efficiency in the 
Assembly and Manufacturing Divisions of the Crossbar Unit where-
as the percentage of efficiency is only of the order of 60.87 and 50.72 
in 1971-72. The Committee strongly recommend that Management/ 
Government should go into the reasons responsible for low achieve-
ment of the required level of efficiency and should take suitable 
remedial measures to imprOve the efficiency and attain maximum 
production. The Committee also recommend that employment of 
staff should be strictly regulated to the needs of production and 
prpduction pattern to avoid over-staffing at any stage. 

The Committee have been repeatedly coming across instances 
where officers and other staff grossly in excess of requirements as 
envisaged in the detailed project report etc. are employed. What 
distresses the Committee most is that even when the requisite level 
of production or even a substantial portion thereof has not been 
reached, the officers and staff employed usually is far in excess of 
what would be even required for achieving 100 per cent level of 
production. 

This is indicative of the laxity which the appointments of staff 
are made in the beginning which militates against disciplined hard 
work and thereby vital the atmosphere in Public Undertakings for 
achieving· optimum production results. The Committee would like 
Government at the highest level to analyse in detail the reasons for 
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recurrence of such lapses and lay down guidelines to obviate their 
:recurrence. The Committee would like Government to hold the 
Chief Executive squarely responsible for any such lapse in future 
:so that production discipline is maintained all along the line. 

(Paragraphs 3.63 and 3.64) 

Reply of Government 

Although the estimated reqUirements of 1339 operatives was 
mentioned in the agreement, a prOVision of 15 officers and 1235 
-operatives and indirect staff was made in the project report for 
production of cross-bar equipments keeping the reqUirements at that 
time in view. In the estimate included in the agreement, the follow-
ang categories of staff had not been accounted for:-

1. Supporting staff like planners, staff for stores and stock 
control, labourers and services; 

2. Charge Hands and Supervisors; 

3. Operatives and supporting staff for manufacture of non-
contract items which had been originally assumed as be-
ing diverted from Strowger Division on Strowger Produc-
tion tapering off; 

4. Operatives required for operating additional machines/ 
equipments since supplied by BTM in addition to the 
original schedule of machines/equipments. 

2. The I.T.I. have been reviewing the requirements from time 
16 time keeping in view the actual needs including the output on 
tthe various machines. 

3. The shortfalls in production efficiencies have been mainly due 
10 reasons, e.g.:-

1. Assembling processes involved are of a technology different 
from what was prevalent in I.T.I.; 

2. Frequent changes have 'to be made in the circuitry, in the 
wiring schedules etc. to solve many problems encounter-
ed in the field; 

.3. On some of the common equipments there have been several 
changes with the result that completed equipments have 
to be retained on the fioor pending changes to be made in 
-wiring. 



4. The actual requirements of staff is determined on the basis of 
analysis made by the Industrial Engineering Department of the 
Company .. The recommendations of the Committee to employ staff 
strictly according to the needs of production and production pattern 
to avoid over-staffing have been noted. The observations of the 
Committee that Government should lay down guidelines to ensure 
that there is no over-staffing in~any public sector undertaking and 
the chief executives of those undertakings should be held responsible 
for laxity in this behalf are being brought to the notice of the Bureau 
of Public Enterprises for issue of general instructions for guidance 
of aU the public undertakings. 

(Min. of Communications a.M. No. U.54012/9/73-Fac. dt. 3-1-1974). 

Further information called by the Committee 

Please refer to paragraph 4 of the Government reply to the above 
noted Recommendation and state whether the Bureau of Public 
Enterprises has issued suitable guidelines in this respect and if so. 
please send a copy thereof. 

(Lok Sabha Sectt. a.M. No. 12-PU/73 dated 5.6.1974). 

·Further Reply of Government 

The Bureau of Public Enterprises are yet to issue the guidelines. 
(Ministry of Communications a.M. No. U.5401211173-Fac. dt. 16-7-74) .. 

Recommendation (Serial No. 28) 

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

(Paragraph 7.8). 

·Not vetted by Audit. 
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Reply of Government 

As observed by the Committee, the present costing ~stem is' 
aimed at exercising adequate cost control at every stage of produc-
tion which is regarded as the essence of standard costing system. 
Such multi-stage cost control necessitates a shop order accounting 
system under which it is not possible to collect elementwise costs on 
an actual basis as such and to compare the actual cost against the 
standard cost for the finished product. 

So long as elementwise cost control is exercised at every stage 
of production, there is an automatic cost control on the finished pro-
du.ct as well. A separate elementwise cost comparison between pro-
ductwise standards and actuals at the finished product stage would 
therefore appear to be a duplication of effort not contemplated under 
the present system. 

(Min. of Communications, O.M. No. U.540121 (14) 173-Fac. dt. 23-10-73) 

Recommendation (Serial No. 32) 

The Committee note that product-wise actual costs are not com-
piled by the Company to enable comparison of selling prices with 
such actual costs. From the comparison of the selling prices with 
the standard costs, the Committee find that the range of variation 
in the selling prices of the products of both MAX and Transmission 
Divisions has been wide. The range of variation in the standard 
costs also has been equally so. The Committee also note that there 
has been increase in seIling prices and standard costs of several 
products of MAX and Transmission Divisions including the Tele-
phones during 1969-70 to 1971-72. The Committee note that in the 
absence of break-up of standard costs into its constituents viz. 
labour, materials and over-head~ the Management is not in a posi-
tion to indicate specific reason for variation in standard costs from 
year to year. 

The Committee need hardly stress that it is imperative to stream-
line the procedure of costing and that 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 regret to observe that the basic commercial princi-
ple of finding out product wise actual costs for comparison with the 
selling prices to find out the financial viability of the undertaking 
has not been followed. The Committee hope that this position would' 
be set right without any further delay. 

(Paragraph 7.25). 
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Reply of Government 

It is no doubt true that the selUng prices/standard costs of the 
1lnf.shed products have registered increase during the period from 
1969-70 to 1971-72. These increases have been analysed and inves-

1;igated on the basis of statistical data at the end of each year. 
'They have been found to be due to progressive escalations in the 
wage-bills of the Company and also in the purchased costs of mate-
rials. Having regard to the progressive increases in prices of raw 

:materials and the increased wages paid to operatives and the un-
avoidable increases in overhead cdtlts, the net increases in the 
sale prices/standard costs -of the finished products are to a large 
·extent inevitable. It may, however, be stated that the selling prices 
·charged to the main customer w., the P&T have been found to be 
lower than the landed cost of the similar equipments impqrted from 
abroad and in some cases even lower than the FOB costs of such 
-equipments. 

In the productiOn pattern prevailing at present, where compo-
nents, sub-assemblies etc. are manufactured on various shop orders 
and the final assembly is done on another shop order after drawing 
·these fabricated parts from the Stores, it is not possible to find out 
the actual cost incurred for a product in terms of total raw material, 
total labour and total overhead. If this has to be done, the produc-
tion pattern will have to be changed and this change is considered 
not desirable. 

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

Recommendation (Serial No. 39) 

The Committee note that the Company has achieved import subs-
titution of raw materials and components to the extent of Rs. 348.58 
lakhs from 1966-67 to 1971-72. As conceded by the management 
themselves, "while the pace of import substitution has been fairly 
: satisfactory, there is scope for improvement." 

The Committee find that the Company is still importing 296 lakhs 
worth of materials annually. One of the more important materials 
imported in large quantities by rrI is the ferrite core used for Trans-
mission equipment, the annual requirement of which is of the order 
of 10 tons valued at approximately Rs. 55 lakhs. In this connection, 
the Estimates Committee in their 103rd Report, (Third Lok Sabha 
1955-66) had observed that, " .... though two firms were licensed in 
August, 1963, and July, 1964 to manufacture soft ferrites with the 
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:proces~ developeti by National Physical Laboratory, they have yet 
.to go mto full production, thus necessitating import of soft ferrites 
in addition to their production departmentally by the National 
Physical Laboratory. The Committee recommend that National 
.Research Development COTpOration should ensure that the parties, 
who are granted licences for commercial exploitation of the CSIR 
processes actually adhere to the stipulated schedules for commercial 
producti~n and that the production targets are adhered to by them 
:in actual practice. 

The Committee should think that smce soft ferrites can: be 
·manufactured with know-how developed by National Physical La-
~boratory there should be no occasion for allowing foreign collabora-
tion for manufacture of this variety of soft ferrites. Eftective mea-
:sures should also be taken to ensure that production of soft ferrites 
is commenced immediately by the firms concerned, with the Nation-
al Physical Laboratory process in order to meet all internal require-
:ments so that the import of soft ferrites and departmental produc-
tion by National Physical Laboratory could be stopped as early as 
~possible." 

The Government in their reply to this recommendation stated 
that the licences issued to these two firms became effective from 
1st April, 1964 and the firms had gone into production from 1st 
October, 1965 and 15th September, 1965 respectively. One of these 
firms had also asked for expansion of its units and a letter of ap-
proval had been issued. In addition, licences to three more firms 
had also been issued. From the above it would appear that 5 firms 
.are engaged in the manufacture of ferrltes based on the know-how 
.developed by the National Physical Laboratory. The Committee see 
no reason why in spite of the indigenous manufacturers in the field, 
this basic raw material should be continued to be imported at the 
expense of precious foreign exchange of Rs. 55 lakhs per annum. 
The Committee strongly urge that the Company should tap the 
indigenous resources in the field and meet their requirements in-

.stead of importing them. 

(Paragraph Nos. 9.20 and 9.21) 

Reply of Government _. 
The process of production of soft ferrites developed at the Nation-

al Physical Laboratory, New Delhi, has been licensed to several 
firms and 4 firms are already in production. However, the require-
ments of IT! for soft Ferrites which consists essentially of pot cores, 
·were not developed by the NPL during 1963-64 as presumed in the 
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Estimates Committee's l03rd .Report. Actually the development 
work for the professional grade of ferrites essentially imported by 
ITI was referred to NFL in 1966. 

2. The NPL have been working on the development of profes-
sional ferrites for quite some time now with a view to enabling, 
the manufacture Of these ferrites in India. 

3. The Technical Committee on Ferrites set up by the Depart-
ment of Electronics have examined in a comprehensive manner the 
position regarding the ferrite industry and according to their re-
commendations the technology for professional type pot cores is yet 
to be developed sat¥>factorily to meet all the requiTements of the 
industry. 

4. The NFL have now stated that they have developed the know-
how for this item. It has been agreed that the ITI should be closely 
associated with the NFL in this matter. After the ferrites developed 
by the NPL are tested and found satisfactory in all respe::ts by ITI 
commercial manufacture of this item will be taken up. The IT! 
will then be able to get their fer rites requirements indigenously. 

[Min. of Communuications O.M. No. U. 54012111.73-Fac., Dated 
3rd Jan1larv, 19741 



CBAPTEB V 
Recommendations in respect of which flnal replies of Govern-

ment are still awaited. -

Recommendation (Serial No. 35) 

The Committee also note that in the case of non-stabilised items 
the present policy is to refund credit variation before expiry of the 
following flnancial year after determining the amount of cost varia-
-tions on the finalisation of the accounts for the earlier year. 

The ITI are proposing to request P&T to waive the claim for 
interest on cost variations. The Committee would like to be inform-
ed of the development. The Committee would however stress the 
need for settling the credit variations soon after the close of the 
financial year so that payment of interest charges to P&T can be 
.avoided. 

(Paragraph 8.9) 

Reply of Government 
, 

The matter is still under correspondence between the IT! and 
the P&T Department. 

[Ministry of Communications O.M. No. U.54012118173-Fac., 
Dated 26th December, 1973] 

Further information called by the Committee 

The matter was stated to be under correspondence between the 
ITI and the P & T Department. Please intimate the latest position. 

(Lok Sabha Sectt. O.M. No. 12-PU/73 dated 5-6-74) 

Further reply. of Government 

The matter is still under consideration IT! and the P & T 
Department. 

(Ministry of Communications O.M. No. U.54012/1/73-Fac. dated 
16-7-74) 

NEW DELHI; 
March 4, 1975. 

--=-....,.-;:=-:;-;;;~ Phalguna 13, 1896 (S). 
NA WAL KISHORE SHARMA, 

Chairman, 
Committee on Public Undertakings. 
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APPENDIX I 

(Vide further information called in respect of recommendation NOr 
11 p. 110) 

Copy of the Ministry of Finance (Department of Expenditure) • C.M. 
No. F. 12(5)-E(Coord) 172, dated the 26th April, 1973, to all Minis-
trieslDepartments of the Government of India. 

SUBJECT: 26th Report of the PAC (Fifth Lok Sabha)-Recommen-
dation at S. No. 3 (Para 1.11) regarding safeguards in 
cdllaporation agreements against possibJie delay and' 

consequent shortfall in production. 

The Public Accounts Committee, while dealing with the slow 
progress in the manufacture of an improved model of a weapon and 
related ammunition have observed in para 1.11 of their 26th Report 
(5th Lok Sabha) as follows:-

Recommendation No.3 (Para 1.11) 

"The Committee feel that while Government may have reasons: 
for not holding the collaborator responsible for the delay in produc-
tion in this case, they should have a built-in safeguard in future 
collaboration agreements agaiilst possible delay and shortfall in 
production attributable to the collaborator. Accordingly, they wish 
to reiterate that Government should examine forthwith what safe-
guards should be provided for in such agreements so that the col-
laborator gets a stake in ensuring that contemplated production 
targets achieved according to the Schedule. The Committee-
have pointed out that necessity of issuing instructions in this regard 
to all the Ministries elsewhere in this report." 

The Ministry of Home Affairs etc. are requested to bear in mind-
the observation of the Committee and provide for necessary safe-
guards in such agreements so that the collaborator gets a stake 1n 

ensuring that contemplated production targets are achieved accord-
tng to the schedule. In this connection a reference is invited to 
the Bureau of Public Enterprises C.M. No. 1 (7) iDAR(R) 169, dated 
2nd March, 1971, addressed to all Ministries/Departments wherein 
the Ministries were advised inter alia that no final payment to. 
foreign collaborators should be made unless sustained performance 
at the designed capacity is achieved during commissioning test or 
guarantee period. 

Sdi- v. K. PANDIT, 
Depu ty Secretary to the Govt. of India. 
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APPENDIX D 

Analysis of the action taken by Government on the recommendations con tair.· 
ed in the 34th Report of the Committee on Public Undertakings (5th L<-k 
Slibha) (Vids para S of the Introduction). 

I. Total number of recommendations. 

II. R:c:>mn:ndatio"ls that have been accepted by Government (Vid, re 
commeniatio~s at Seril Nos. 2, 12, 16, 17, 18, 19, 20, 21,22,23,24, 
27, 30, 31, 33, 37, 40,42,43,44,45 and 46) : 

Number 

Percentage to total 

III. Recomm:ndations which the Committee do no desire to pursue in vi(w 
of G:'lVernment's replies (Vide recommendations at Serial Nos. 4,7, n, 
13, 14,25,26,29,34,36,38 and 41) 

Number 

Percentage to total 

IV. Recommendations in respect of which replies of the Goverr.ment haw r.ot 
been accepted by the Committee (fJid, recommendetions at Serial Nos. 
1,3,5,6,8,9, 10, 15,28,32, and 39) : 

Number 

P~rcentage to total 

V. Recommendations in respect of which final replies of G.:Ivernment ar e 
still awaited (Vide recommendation at serial No· 35): 

Number 

Percentage to total 

87 

MGIPND-LS II-3024 LS-1l-3-75-1375 

12 

26% 

II. 


	001
	002
	003
	004
	005
	007
	009
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081
	082
	083
	084
	085
	086
	087
	088
	089
	090
	091
	092
	093
	094
	095
	096
	097
	098
	099

