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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report, on their behalf, 
present this Nineteenth Report on Electronics Corporation of India 
Ltd 

2. The Committee took evidence of the representatives of the 
Electronics Corporation of India Ltd. on 27 and 28 November and 1 
December, 1980 and of the Departments of Atomic Energy and 
Electronics on 23 and 24 December, 1980. 

3. The Committee considered and adopted the Report at their 
sitting held on 14 April, 1981. 

4. The Committee wish to express their thanks to the Depart-
ments of Atomic Energy and Electronics and the Electronics Cor-
poration of India Ltd. for placing before them the materi'al and in-
formation they wanted in connection with the examination of 
Electronio.s Corporation of India Ltd. They wish to thank in parti-
cular the representatives of the Departments of Atomic Energy and 
Electronics and the Electronics Corporation of India Ltd. who gave 
evidence and placed their considered views before the Committee. 

NEW DELHI; . 
April 20, 1981 

.--:-:-::--::-:: 
Chaittra 30, 1903 (S) 

BANSI LA4 
Chairman, 

Committee on Public Undertakings. 

(vii) 



CHAPTER I 

WORKING RESULTS 

Electronics Corporation of India Ltd. was established on April' 
11, 1967 under the Companies Act as a commercial venture under 
the Department of Atomic Energy with six manufacturing divisions. 
Approximately 300 personnel from Bhabha Atomic Research Centre' 
(previously Atomic Energy Establishment, Trombay) formed the 
nucleus of staff at ECIL and brought over the expertise accumulated 
at Trombay. The Corporation was set up to realise the following 
objectives:-

(i) to make commercially viable, the electronics know-how 
developed at the Bhabha Atom!c Research Centre; and 

(ii) to manufacture electronics systems, instruments and 
components using indigenous technology and thus promote 
self-realiance in the field of electronics. 

A. Profit/Loss 

1.2. Government's 'investment in the ECIL was Rs. 785 lakhs a& 
capital and Rs. 804 lakhs towards loan as on 31 MaTch, 1980. Except 
in 1972-73 and 1973-74 no dividend was received by the Government' 
dumig the last 9 years. The Net profit/loss (after tax) of the Elec-
tronics Corporation of India from 1971-72 onwards is given below: 
---._- .------- -.--

(Rs. in lakhs) 

Year Amoullt 

1971-72 +68.17 

J972-73 +95.68 

1973-74 +94'47 

1974-75 +88.26 

1975-76 +61.86 

19']6-77 +32 .6+ 
1'''-78 - 105.42 

1978-79 -J45·~ 

197~o + II '51 
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1.3. The loss in 1977-78 as stated by the Secretary, Department 
-of Atomic Energy was due to the provisi<m for reviosion of pay 
sca~ of employees for the period 1-1-1977 to 31-3-1978 amount-
ing to Rs. 81.18 lakhs and write-off of obsolete inventories and 
equipments (Rs. 25.58 lakhos in respect of finished goods and work-
in-progress and Rs. 12.20 lakhs in respect of stores and spares). 
The loss during 1978-79 was ~tnted to be mainly due to lack of 
orders. During thoat year also finished goods and work-in-progress 
worth Rs. 22.23 lakhs and stores and spares worth Rs. 62.73 lakhs 
were written off. The witness opined that the Corporation should 
have staggered the write-off of these obsolete items over a period of 
few years instead of accumulating them. 

Unprofitable Divisions: 

1.4. The ECIL has at present about 13 production divisions and 
turns out about 250 products. The Managing Director of the Corpo-
rat'on informed the Committee in evidence that three divisions viz. 
Computer, Micro-wave and Semi-conductor were making losses over 
the last few years. 

Computer Group: 

1.5. The Computer Group of ECIL incurred IO&3es of Rs. 69.24 
lakhs, Rs 165.03 lakhs and Rs. 123.59 lakhs during 1977-78, 1978-79 
and 1979-80 respectively. Asked about steps taken to improve the 
performance of this Group, the Corporation informed the Committee 
in a note that a Management Board had been constituted (1979) by 
the Board of Directors, to give a direction to the operations of the 
Computer Group and to dovetail its long range and short-term pro-
gramme within the framework of the existing policy. The Manage-
ment Board was stated to have identified the following reasons for 
the poor performance of the Group:-

(i) With liberalised import policy, nearly Rs. 60 crores worth 
of Computers were imported in 1977 and 1978. 

(U) ECIL continued to depend on indigenous development of 
Computer technology While technology developed by 
leaps and bounds abroad. 

(iii) . New entroants in Computers commenced manufacture at 
the lower and using imported LSI technology. 
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(iiv) ECIL had 'undertaken several highly complex projee~, 
and ',',. 

(v) development of their software was time consuming. 

1.6. Regarding the import of computers, the Manag:ng Director 
of the Corporation claimed before the Committee that they could 
have sold Rs. 10 crores worth of computers years before had the 
imports been not allowed. While admitting that the imported com-
puters were much better and more economical, the witneS5 pleaded 
before the Committee:-

"It is a national decision whether or not to restrict the con-
sumer to what is available in the country.... This is 
where some national policy on computers is required." 

1.7. According to ECIL the following measures have been sug-
gested to improve the performance:-

(a) TDC-312 EDP Systems which are already field proven 
should continue to be marketed to enlarge the customer 
base in the market. The capability of the 316 and 332 
systems should be enhanced with the features available 
on the latest systems of similar types, if necessary, by 
procuring one imported system of latest technology to 
cut down the development time. 

(b) The maintenance operations of computers should be 
treated on a separate footing from manufacturing in order 
to achieve commercial viability of these operations. 

(c) In order to complete the pending supplies of the custom-
built systems, increased efforts to make them reliable 
from the customer view point have to be put in. 

1.8. While admitting that there has not been that much market-
ing efforts which should have been there in respect of Computer 
Group, the Secretary, Department of Atomic Energy expressed the 
hope that the Group would reduce its losses during 1980-81 and 
would break even the next year. 

1.9. Asked to state whether any decision had been taken on the 
recommendation of the Sondhi Committee that the Computer 
Division of ECIL should be merged with Computer Mainten3l)ce 
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Corporation, the Secretary, Department of Electronics stated during-
evidence:-

"It is to be deliberated by a high power Committee under the-
Chairmansh:p Of the Cabinet Secretary. This item has not 
been considered so far." 

Semi-Conductors Division: 

1.10. The Semi-conductors Divis:on of ECIL had been incurring-
losses since 1973-74 except a nominal profit of Rs. 35,000 during 
1975-76. The los!'les during the years 1977-78 to 1979-80 were-
Rs. 58.22 lallhs, Rs. 59.21 lakhs and Rs. 5.29 lakhs. The Committee 
were informed by the Corporat:on that the working of this Division 
was examined recently by a Sub-Committee of the Board with 
reference to the three basic criteria of:-

(i) essentiality 

(ii) profitability, and 

(iii) potential for further growth 

1.11. The Sub-Committee came to the conclusion that the Divi-
sion was not essential from the po:nt of view of strategic importance, 
that even after taking into consideration the data presented be~ore 
it, the Divis;on's profitability was at best nebuloll'S and that this was 
noi an area where the Company would expect to grow rapidly, par-
ticularly when there were competitors with foreign collaborations 
and modern equipment. The Sub-Committee also requested the 
Managing Director, ECIL to give a report on what would be the 
consequences of:-

(i) closing down the Divisi'on immediately. and 

(ii) closing it down after two or three years. 

1.12. However, the Managing Director stated in evidence that it 
was decided to rationalise the product-mix of the Division which-
resulted in reduction Of loss to Rs. 5.29 lakhs during 1979-80 from 
Rs. 59.21 lakhs during 1978-79. The wltness further added that since 
some of the equipment was ten to twelve years old and needed re-
placement, a firm decision whether to continue or close down the-
division had to be taken immediately. In the circumstances the-
Corporation felt that as long as it did not put a burden on the 
company, the Division be kept operating. 
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1\-IicTo.wave Division: 

1.13. The Microwave Division incurred losses to the extent of 
Rs. 24.70 lakhs, Rs. 13.42 lakhs and Rs. 3.55 lakhs during the years 
1977-78, 1978-79 and 1979-80 respectively. When asked to state the 
reasons for these losses, the Committee were informed in a note 
furnished by the Corporation that the customers of this Div;sion, viz. 
P & T and Defence etc. demanded chang'ng level'S of sophistication. 
Efforts made by the Corporation to rationalise the product-mix were 
not fruitful. Hence it was concluded that this area was not commer-
cially viable and as such in April, 1980, the Division was closed and 
its men and assets merged with communicatioM Division. 

<Jther unprofitable Divisions: 

1.14. Servo Control Division Of the Systems Group also incurred 
losses of Rs. 6.85 lakho3, Rs. 12. 17 lakhs and Rs. 4.49 lakhs and the 
Antenna Systems Group incurred losses of Rs. 3.11 lakhs, Rs. 48.10 
lakhs and profit of Rs. 14.83 lakhs during the years 1977-78, 1978-79 
and 1979-80 respectively. 

(b) Unprofitable Products 

1.16. According to information furni·.;hed by the Department of 
.Atomic Energy, in view of the accumulating losses and absence of 
any growth prospect due to various environmental factors, it was 
'suggested dur'ng the Performance Review Meeting held on 25-2-1979 
1hat a closer look should be made on the workin~ of each division 
to determine whether any of the product lines or major products 
-could be discontinued or even one or more of the div'sions could be 
closed down or merged with others in order to improve the overall 
performance of the company. 

1.17. In this Connection, the Manag'ng Director of the Corporation 
informed the Committee in evidence that they have also eliminated 
·some of the losing products. These were the items where there was 
no chance of improvement. Subsequently, the Committee were in-
formed in a note furnished by ECIL that it has eliminated one pro-
auct in 1977-78 (loss Rs. 12.85 lakhs) five in 1978-79 (loss Rs. 13.32 
lakhs) and one in 1979-80 (loss ~3. 0.091akhs). When the Committee 
desired to know why this exercise was not done earlier, the witness 
'Stated "The Committee of the Board was set up only when we went 
intn th,. r~d_" 
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1.18. On being enquired whether all the los'ng products had 
.been eliminated, the Managing Director of the Corporation informed 
that certain losing products were the Corporation was hopeful of 

. bring'ng about an improvement were not eliminated. Later, ECIL 
furnished a list of such products according to which 20 products in 
1977-78 (loss Rs. 26.17 lakhs) 25 products in 1978-79 (loss Rs. 61. 70 
lakhs) and 11 products in 1979-80 (loss Rs, 26.54 lakhs) were not 
eliminated. The list included 1 Am;? Rectifier (loss in 1977-78 
Rs. 22,98 lakhs and in 1979-80 Rs. 21. 20 lakhs). It has been stated 
that the 1 Amp. Rectifier was not eliminated since the demand was 
large and the product gave large contribution. It was al'30 not 
possible to d'vert the capacity to any other product. The Corpora-
tion, however, expected to reduce the loss on this product during 
1980-81. The price of this product was fixed lower than cost and it 
was stated that the market would not bear higher price. 

1.19. The Electronics Corporation of India Ltd. W8'i set up in 
1967 with the primary objective of designing and manufacturing 
electronics components, instruments and systems. The company 
which had been making profits from the fourth year of its incorpo-
ration went into the red recently. The!e have been heavy losses 
to the extent of Rs. 105 lakhs in 1977-78 and Ks. 146 lakhs in 1978-79. 
The total investment in the company by Government was Rs. 1589 
lakhs comprising Rs. 785 lakhs equity and R<;. 804 lakhs loan as at 
the end of March 1980. Except in 1972-73 and 1973-74 no dividend 
was received by the Government so fa.... Thus, in the age of elec-
tronics a venture of thi., kind which ought to be a paying proposi-
tion has not on the whole given a good account of itself and lately 
has become an object of concern. 

1.20. The ECIL has at present 13 production divisions and it turns 
out about 250 diverse products. Five production divisions viz. 
Computer, Semi-conductor, Micro-wave. Servo control and Antenna 
system have incurred losses during the last three yea~s. The aggre-
gate losse'l of these divisions were Rs. 162.12 lakhs in ]977-78, 
Ks. 297.93 lakhs in 1978-79 and Rs. 122.09 lakhs in 1979-80. Compu~ 
ters fared very badly throughout this period. Product-wise 21 in 
1977.78. 30 in 1978-79 and 12 in 1979-80 were reported to be uno. 
profitable. 

1.21. The company landed in this situation on Kcount of factors, 
partly environmental but la~gely of its own making. Excessive 
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research orientation rather than commercial, self-imposed restraillt 
on adapting foreign know-how even on a selective basis in a vastly 
changing electronic environment unprofitable product mix and lack 
of effective market surveys and sales promotion as well as cost 
I: 

efficiency were some of the predominant factors. The economic 
and fiscal policies of Government have also had an adverse impact 
on the company. Corrective steps have been initiated belatedly. 
The Committee have dealt with these aspects in the succeeding 
sections of this Report. 

1.22. The Company has since closed down the microwave divi-
sion and eliminated 7 products. The Committee desire that the 
product mix should be reviewed critically by the Board of Direc-
tors periodically and the results of the review indicated in the 
Annual Reports of the Directors. The Committee note that the 
recommendation of the Sondhi Committee for the merger of the 
computer division of the ECIL with the Computer Maintenance 
Corporation was to be considered by a high-power committee under 
the chairmanship of the Cabinet-Secretary. The Committee sug-
gest that pending a decision on the merger, the maintenance of the 
ECIL computers with the users should be attended to by the Com-
puter Maintenance Corporation. 

B. Research & Development 

1.23. The Corporation has been undertaking research activities. 
During 1979-80, Rs. 112.02 lakhs wa5 spent on R&D i.e. 2.70 per cent 
of sales turnover by ClL and Rs. 23.90 lakhs were received as . 
grants-in-aid from the Department of Electronics. ECIL in a note 
stated that R&D programmes were an essential part of a viable 
elect'ronics industry. be'-ause this was a field where the rate of 
obsolescence was extremely rapid. However, the Corporation has 
also stated that it continued even the development of certain pro-
ducts though the demand did not ju~tify their development. 1t al!lo, 
took up certain projects fOT Department of Defence, Atomi:! Energy 
and Railways which were not commerCially viable without any 
clear policy direction from Government. Asked to state U:c ;)ro~tl .-
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109.) incurred by the Corporation on such projects, the Corporation 
:furnished the following information: 

51. No. Product 

I. Synchros 

:I. Pilot Magnet 

3. J o)'lticka 

4. Miniature Cassette Recorder 

(ProfIt/loss in R.f. lakJls) 

. '(-)3.03 (-)3.37 (+) 1.66 (-)0.05 

(-):1.06 (-)0.95 (-) l·sa 
(-) I .g8 (-)2 ·53 (-)5·68 

.. (-)0 .1:1 (-)0.25 (-)0'49 

5. Data Acquisition System for Fast 
Breeder Test Reactor (-)2.59 

(cumula-
tive upto 

31-3-80) 

Asked to state the Gover~ment's reaction to the ECIL taking 
up produ~ts which were not commercially viable, the Secretary, 
Depaortment of Atomic Energy stated in evidence: 

" ...... Now onwards we have said 'not' to everything until 
we know how much it fetches us; and how much money 
we will make." 

1.24. The Department of Atomic Energy had, in a note referred 
to the desirability of transfel'ring some of the research activities 
now being conducted by ECIL to BARC or any suitable labora-
tories. Asked to state whether any decision has since been taken 
in the matter, the Secretary Of the Department stated in evidence: 

........ I agree that we did have awry R&D culture. This is 
. being changed drastically. Regarding the cost efficiency 

we are improving it. We have changed things a lot. The 
amount of money which we spent On R&D in ECIL did 
TJot show because we we're making money. I may assure 
the Committee that we will see that much of R&D is 
moved out and only des'gn and development is left." 

1.25. The ECIL took up initially commercial exploitation of the 
--capability developed at Bhabha Atomic Research Centre and about 
300 personnel of the Reseal'ch Centre formed the nucleus of the stat! 

. of the company. The company was thus an offshoot of the Research 
·t:entre. The Committee have received an impression that the com-
pany has not still outgrown the excessive research culture o.f the 
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-erstwhile Atomic Energy Establishment. It continued to develop 
Certain products though the demand did not justify their develop-
.ment. A number of projects which were commercially un viable 
have been taken up for various Govel!nment Departments without 
a specific directive from Government. During 1977-80, a loss of 
.about Rs. 20Iakhs was incurred on five such projects. The Com-
mittee feel that time has come for the ECIL to develop an efficient 
commercial management culture. They have been assured by the 
Secretary, Department of Atomic Energy, that the R&D activities 
of the company were being drastically changed and that much of 
these activities w.ould be moved out to the BARe/National Labora-
.tories. The Committee would await the action taken in this 
:rea-ard. 

C. Working Capital Management 

1.26. The working capital (current Assets, Loans and Advances, 
less trade dues and other current liabilities) of the Corporation at 
the close of each of the last four years was as under:-

- -- -- ----- --- - ---- --._-----------------
It,. in Iakbs 

1979-80 

1.27. The wol'ldng capital represented 7.3 months', 8.0 months', 
·6.6 months' and 6.6 months' value of production at cost (excluding 
depreciation) during these years. The working capital as on 31st 
MarCh, 1980 was financed mainly from cash credit (Rs. 1436.51 
lakhs) term loans (Rs. 162 ~) loans from government (Rs. 10 
lakhs) and partly through internal resources (Rs. 663.58 lakhs). 

Im,entory: 

1.28. According to the analysis of annual accounts of the Cor-
poration, made by the Planning and Analysis Group of the Depart-
ment of Atomic Energy, a copy of which was called for by the 
Committee, one of the reasoM for the increase in working capital 
Tequirements was the increase in the overall inventory holding of 

26qLS-2. 

\ 
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lniahed goods, raw materials and work-In-progress. The C()Jl1Ulit-
tee were informed by ECIL in a note that the production and sales. 
during 1975-76 to 1979-80 have been as follows:-

(lb. in Iakhs) 

Production Sales 

187~-?6 ggol g641 

1976-77 3238 :.1847 

1877-78 338~ g04' 

1978-79 3454 3590 

1979-80 4361 4'43 --. 
1.29- According to the analysis of 1he PAG the lack of adequate 

coordination between production and, sales resulted in ambitious 
production plans not matched by sales. AB against aD. increase of 
24.4 per cent in the productlO1l value in 1979-80 OVI!r that in 1978-79, 
there has been only an increase of 12.1 per cent in the sales of the 
Corporation over the previous year, 'resulting in additional accre-
tion to the inventory in the shape of works-in-progress and finished 
goods. According to the annual reports of the Corporation, the over-
all inventories were of the order of Rs. 1966.00 lakhs, Rs. 2481.19 
lakhs, Rs. 2572.51 lakhs and Rs. 2819.50 lakhs respectively during. 
the years 1976-77 to 1979-80. In terms of number of months' sales 
the overall inventory and stock of finished goods during these 4: 
years were as follows:-

,,76-77 
'977-78 
1978-79 
19'1'9-80 

No. of Months' Salei 
OVerall Finished goods 

Inwntory 
8.8 1.8 (Ra. 405 '59 lakJp) 

10·4 '·9 (lb. 479. 14 .. ) 
8'5 1·2 (lb. 351.70 ,,) 
8·9 1.6 (lb. 535.36 .. ) 

1.30. The analysis by the PAG also brought out that of the 22.5 
per cent increase in the working capital requirements of the Cor-
poration during 1979-80 over the previous year, 13.33 per cent in-
crease has been due to the increase in the inventory holding to the 
tune of Rs. 247.02 laths of which finished goods alone accounted for 
Rs. 181.87 lakhs. The major Divisi'onos responsible for this increase 
in finished stock were MeaSUring Instruments Division (Its. 49.39' 
lakhs) , Semi-conductors Division (Rs. SO.56 lakhs) and Computer 
Group (Rs. 49.66 laths} 
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1.31. In this connection a representative of the Department of 
Atomic Energy agreed in evidence before the Committee that there 
was a tendency to carry a fairly high amount of work-in-progress 
in the hope of achieving certain sales targets which finally did not 
materialise. The shortfall in sales targets, therefore, adversely 
affected the profitability of the Corporation as also the cash position. 

1.32. The PAG analysis further stated that major sales of the 
Corporation took place during the last 3 months of the financial 
year which affected both the working capital requirements and 
proper scheduling of production for the yetar. For instance, during 
1979-80, 15.5 per cent Of the total annual production and 26.8 per 
cent of the total annual sales took place in the month of March 
alone. Lt has been suggested by the Group that it would be worth-
while for EClL to explore the possibilities of evening out this un-
even pattern of sales and production. The Managing Director also 
agreed in evidence that it was a question tied up with marketing. 
He added that improvement in this direction could be effected if the 
product mix was rationalised. 

Sundry Debtors: 

1.33. Another factor affecting the working capital requirement 
was the high level of dues from sundry debtors. From the credit 
policy of ECIL, as intimated by the Corporation, it is noticed that 
the policy (March 1973) provided for full prepayment by private 
parties and payment within a maximum period of 4 weeks of receipt 
of materials in the case of others. The policy also stipulated dis-
cussion by the Heads of Divisions of the statement showing amounts 
overdue for 2 months with the Financial Controller and of the 
statement showing amounts overdue for 3 months with the Manag-
Ing Di'l'ector. 

1.34. The Sundry Debtors position at the end of each of the last 
four· years and the amount outstend;ng for more than one year at 
the end of these years were as follows:-

(IU. in lakhI) 
Tetal Amount 

out-
$tanding 
for mor,. 
than one 

year 

1976-77 748·$9 '04·77 
1977-78 9 16 . 25 18:z.!!. 
1978-79 887·33 187. 10 
1979-80 IIa3 ·89 199·!l/ 
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1.35. The level of total sundry debtors worked out to about three 
months' average annual sales. Asked to explain the reasons for the 
high level of sunclry debtors the Committee were informed by the 
Corporation in a note that the Divisions/Choups often relaxed the 
credit policy to improve their sales performance. Further, the sales 
reached a peak figure in the last month of the financial year. Sub-
stantial amounts were stated to have been 'Collected in the first 
quarter of the following financi'al year. 

1.36. Outstandings for more than one year as on 31st March, 1979 
in respect of government departments and undertakings amounted 
to Rs. 162.48 lakhs. Of this the Department of Atomic Energy 
itself accounted. for B.s. 52.43 lakhs i.e. 33.3 per cent. In reply to 
a question, the Corporation informed the Committee that the share 
of the Department and its allied units in the total sales of ECIL 
during that year was only 5.82 per cent. When the Committee 
pointed out this fact to the Secretary of the Department of Atomic 
Energy, he stated during evidence:-

"Yes, I looked at that. When we place a contract with ECIL, 
there is always a 5 or 100 per cent retention money. They 
may have supplied everything except some small part, 
but we cannot release the money till that too Is supplied 
as otherwise Finance will come down upon me." 

1.37. However, a representative of the Department assured the 
Committee that they were now releasing the entire amount to im-
prove the corporation's cash position since it was an in-house com-
pany. 

1.38. In reply to a question the Committee were informed by the 
Managing Director in evidence that the Corporation was not charg-
ing any interest on the outstanding dues although it had to pay 
interest at the rate of 18.4 per cent on cash credit for wO'l'king 
capital requirements. When asked about the desirability of charg-
ing interest on the amounts oVe!'due, the representative of the 
Department of Atomic Energy stated before the Committee:-

"We have not considered it so far, but we will suggest to 
them that they may give some kind of incentive for early 
payment and disincentive for late payment." 

1.39. The Department of Atomic Energy informed the Commit-
tee in a note' that in one of the Performance Review Meeting they 
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had suggested immediate steps to be taken for better working 
capital management, if necessary, with the help of professional 
agencies. When the Committee desired to know the follow-up 
action taken by the Corpol"8tion they were informed by the Depart-
ment that ECIL has entrusted individual Materials Managers with 
the responsibility of keeping a close watch on each division's raw 
materials lnventory. Their futUre increments and promotion would 
depend on their effectiveness in managing the inventory of raw 
materials. The Company also proposed to have a team of 4-5 
managers in each division to share the responsibility Of managing 
the work-in-progress inventory, mainly because it was becoming 
difficult to pindown the responsibility of individual managers at this 
stage. The responsibility of finished goods held in stock would lie 
with the marketing group. 

1.40. In reply to a question whether norms had been fixed for 
inventory holdings, the Committee were informed by the Corpora-
tion that due to the different 'Production cycles of products manu-
factured in various Divisions, it was diftlcult to fix uniform norms 
for each of them. However, some monetary limits have been laid 
down for each of the Divisions. In evidence the Managing Director 
stated that these monetary limits had their basis in terms of number 
of months. 

1.41. Informing the Committee about the effect of various steps 
taken to improve the working capital management i'n the corpora-
tion, the Secretary, Department of Atomic Energy stated:-

"We have been able to reduce the sundry debtors to Rs. 8 
crores, but we would like it to be less than half that 
figure." 

In respect of inventories, the witness added:-

"There is slight improvement, but I would like it to be more. 

Write-off: 

Inventory is roughly of the order of 250 days production, 
which is more or less in line with what you have for light 
and medium industries and electronic industries." 

1.42. The Corporation in a note furnished to the Committee in-
formed that all items of raw materials, stores and spares which have 
not moved during the last three years are reviewed and proposed 
for write-off. Similarly items of work-in-progress and finished goods 
which have not moved for two years are reviewed and proposed for 
write-off. According to lnfonnation furnished to the Committee 



14 
after their visit to ECIL, the slow-moving/obsolete items written-oft 
during the last four years are as under:-

Year 

1976-77 

1977-78 

1978-79 

19~ 

(RI. in lakhl) 

Stores and Finished 
.par~ goqda 

and work-
ill-pl'Clgt1illJ 

16.80 

I~.~O 25·sa 

6~'73 \l1l·lIl 

43'99 M'~ 

153'72 102.63 

1.43. The Managing Director of the Corporation informed the 
Committee during evidence that out of Rs. 102.63 lakhs, Rs. 22 Ut,khs 
worth of items could be sold and about Rs. 81akhs had already been 
re~ed. The witness conceded that all aspects had not been ta}ten 
into account before the write-oft. Separate books were stated to 
have been maintained to have a control on the written oft items. 
When pointed out by the Committee that by this procedure the 
control on such items would suffer, a representative of the Depart-
ment of Atomic Energy stated "I take note of it." 

1.44. The working capital employed by the ECIL is dispropor-
tionale to its activities and it exceeded six months' value of pro-
duction at cost from year to year. At the end of March 1980 it 
amounted to Rs. 22.72 crores and it was financed mainly from cash 
credit (Rs. 14.37 crores). The working capital has been locked up 
in heavy inventory and trade credits. The level of inventory was 
Rs. 28.19 crores and it represented 8.9 months' sales. During the 
period 1975-80 sales consistently fell below the value of production 
except in the year 1978--79. The result was a net additionl 
to inventory of works-In-progress and finished goods to the extent 
of Rs. 10.91 crores. Losses have arisen from the investment of the 
working capital in trading stocks that were subsequently rendered 
obsolete. During the last three years the value of stock written-ofJ 
was Rs. 2.22 crures. Inadequate credit control has caused large 
sums to be unnecessarily immobilised in the financing of credit to 
customers. At the end of March 1980 the outstanding dues amount-
ed to as. 11.24 crores. Of these Rs. 1.99 crores were more than one 
year old, and no interest is charged on the overdues although the 
C!Ompany pays interest at the rate of 18.4 per cent on the cash credit 
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.it takes far financing working capital. The situation which contri-
buted in no small measure to the losses of the company, thus calls 
lor strict inventory aDd credit control. The Committee would sug-
gest the following in particular:-

Uneven sales during the year and buildin. up of inventory or 
:finished 1'0045 for a long time should be avoided by properly stag-
ceriDg die produetion programme and marketing after rationaUsing 
!the pred.et-mlx and adjusting the produetion to match the sales. 
Norms should be evolved for inventory holding, and strictly en-
'forced· In order to have proper watch over the disposal of inven .. 
tories whenever any item is writtea oft, it should not be removed 
&om the main account books reclueinJ' the value to nullity. A 
system of incentive for prompt payment of dues by the customers 
and dislncentive for delayed payment should be adopted. In any 
ealt8interest at the market rate should be charged on outstanding 
4.81. 



CHAPTER II 

PRODUCTION AND SALES 

2.1. The ~roduction and sales figures as furnished by the Cor-
poration for the last five years vis-a-vis the targets were as follows:-

Year 

Ig75-?6 

1976-77 

1977-78 

1978-79 

1979-80 

Plan 

30 62 

3502 

3905 

3909 

5397 

Production 

Actual 

'-"'~--"-' 

2901 

3238 

337:~ 

3454 

4361 

(RI. in lakha) 

Salea 

%of Plan Actual 
achieve-
ment 

95 30 34 2641 

92 3328 2847 

87 3886 30 39 
88 4290 3590 
81 5561 4142 

These figures are inclusive of excise duty, sales 1jax etc. 

% of 
achieve_ 
ment 

87 

85 

78 

84-

7 .. 

2.2. ECIL has stated that the shortfall in actual production/sales 
activity was due to lack of orders for products of some of the Divi-
sions and delay in the materialisation of long-term contracts. Pro-
duction was also stated to have been affected due to designing and: 
testing problems and delay in development of new designs. 

A. Production 

Capacity utilisation 

2.3. It was noticed from the information regarding installed capa-
::ity and the actual production that in the cases of many products, 
the actual production was less than the installed capacity. Asked 
to state the reasons for the slow caQacity utilisation, the Corpora-
tion in a note stated that electronics industry was a labour intensive 
lndustry where the machinery was mostly used for measuring and 
testing purposes. In ECIL the Divisions were stated to have been 
organised in such a manner that Plant and Test Equipment require-
ments were common to the categories of produc1:i needing specia-
lised production or the testing equipment were grouped to optimise 
installed capacity utilisation. 

16 
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2.4. In this connection, the Committee desired to have the per-
centage utilisation of machines costing more than Rs. 50,000 during 
the year 1979-80. From the information furnished by the Conpora-
tion, the Committee noticed that out of 83 such machines, percent-
age utilisation in respect of 31 was 50 per cent or below. In fact, 
some of the machines were being utilised to the extent of 9 or 10 
per cent. Five machines whose percentage utilisation was nil were 
being sold. 

B. Long term cOntracts 

2.5. The Managing Director informed the Committee in evidence 
that the main Divisions dealing with long term contract projects 
were the Antenna Group, the Computer Group and the Power Ins-
trumentation Group. In reply to a question, the witness admitted 
that in the case of Antennas escalations of cost took Qlace due to 
delays in completion of project. In other cases, though the escala-
tion was not much, the profits on the projects did go down. 

2.6. Asked to give details of projects whose completion was 
delayed and the effect of such delays on the profitability, the Cor-
poration furnished the following information:-

(RI. in lakha) 

Division Project F..tima· F.stimated Actual Extent 

Power Reactor Instru-
mentation Division 

Do. 

Do. 

Do. 

Computer Group 

Do. 

Do. 

An .... enna 'Y'tenu Group 

- Sale Pri ce 

ted Cost Profit profit of d.-Jay 

Rajasthan Atomic 
Power Project-I 

DO.-2 

Heavy Water Project 

Heavy Vehicle Fac-
tory, Avadi. 

Fast Breeder Test 
Reador 

Automatic Message 
switching sY'tem-1 

Do. II 

Radar a: Communi-
cation Proj~ct Offi· 
ce-1. 

6il'50 

112·54 

56 .52 

108.6g 

88.56-

66'43-

2011 ·01 

13.0 3 5.46 2 yrl. 

23·50 18.gS 2 yr,. 

11.30 13·72 3 yrs. 

10.00 (-)24·49 3 yr~. 

4·43 4·43 I yrt. 
3 months 

11.63 5·+6 4 }'N. 
(Tentative, not yet 
finally accepted) 

21·77 7.18 11/2 yr. 

-----_. -------- ----
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2.7. Explaining the reasons for delay, the Corporation st4ted that 
d,el~y in comple~ion of RAPP-I " II fi)rojects es far as ECu,.' wos 
c()ncern~ was due to (i) late receip,t of drawings and detai~ (ii) 
delay i,n receipt of supplies and (iii) due to changes in prjorities 
effecteg by c\lStomer. In respect of Heavy Water Project alsq, ijw 
atUay cau~ wall stated to be due to siInilar reasons; In the c~ 
~f HV" AV,di ~roject, delays were maiDly attributed to (i) lacJt 
of lplowledge of customers proceedings (ii) owing tQ require~~t 
"f inter-changeability with other makes, reverse engineering and due 
to delay in developing Sub-Contract9rs (iii) <ielay in obtaining bulk 
production clearance from customer and (iv) delay in receipt of 
sUl')plies from s\ib-C9ntractors. 

2.8. Projects taken up by Co~puter Group were stated to be more 
.or les8 in the nature of development projects wi,th I!!pecial purpose 
application and maiden computerisati~n proj~ts in India. The 
quotations were based on the prevailing prices of the general pur-
pose items. As the hardware employed for executing the projeets 
was also getting improved from time to time gradually because of 
the overlap between devela;>ment and productionisation activities, 
ECIL could not anticipate the actual efforts that were required to 
successfully execute these projects at the time of entering into agree-
ments. 

2.9. Besides, the analysis made by the Planning and Analysis 
Group of the Department of Atomic Energy brought out that the 
following major programmes planned for the year 1979-80 did not 
materialise: _ "- 'rr! 

(a) Lawnching of products 

Sound Ranging Systems 
Productionisation of TDC-316 EDP Systems 
VT 7 A Fuezes 
Distance Measuring Equipment 

(b) Completion of the major ccmtracts 

Ferrite Core Memory 
First Data Entry System for power !plants 

«~ Absorption of know-how in respect Of 
Isotope Thickness Gauges 
X-Ray Baggage Inspection System 
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It has also been added by the PAG that the im~le~At..U~J;l ot t4e.Ite 
}lE'ogrammes would have resulted in higher profi~t)r of t.Qe Col'-
poration. 

2.10. Regarding the steps taken to ensure timely completion of 
projects, the Managing Director of the Corporation stated in evi-
dence: 

"The :Qoard $aiel 1'J!C8ntly that a reporting system should J;le 
tR-ere ~ UlfonnaUon should be made available to tlJ,~ 
aq91jt cteUveries, quality, feedback from ~stomel"s, pljce 
infq~~Pn, and all that. They said, this should be 3Va,il-
a1:>:~ to thleD1 on a quarterly basis." 

C. Production Constraint 

2,.11. In reply to a question the Corporation informed \he Com-
mitt~ that it was facing production constraint in respect of pro-
~9-.cts o.f (1) cQmmercial TV sets and (iI) power reactor instrumen-
t~tipn and C()ntrol division. 

Capa.ci.ty for ma:nufacture of TVs: 

2.12. The Committee were informed by the ECIL that the Cor-
poration had made a representation in December, 1978 for e~ansion 
of the capacity of TV Production by 30,00() sets and that the Cor-
poration was informed by the Government that an organised unit 
cannot be granted a ~apacity exceeding 20,000 TV receivers per 
annum. The Committee were further informed that though the 
licensed capacity of ECIL was 20,000 sets per annum, it has been 
possible for the Corporation to get a higher share of market because 
of the collaboration agreement entered into with State Electronic 
Undertakings and procurement from other I;lrivate sector units. 
These collaboration agreements provided inter alia for giving know-
how by ECIL for the manufacture of commercial TV receivers and 
assumin~ marketing responsibility by the Corporation for sets manu-
factured by the associated units. Sets procured from outside are 
included in the production and sales of the Corporation. Tn this 
wav the total production of TV lets during 1979·80 was more than 
38,000. 

2.13. Asked to state the policy of Government for expansion of 
,roduction capaf'ity for TVs. a renresentative of the DepqrhY1P'1t 
of Electronics infonned the Committee in evitience that after a 
review of the whole situation about TV licensinp-: in the context of 
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the requirements for the decade 1980-1990, the Department have 
recently recommended to the Approval Board of the Ministry of 
Industry that ECIL's capacity should be raised from 20,000 to 40,000 
per annum. 
Power Instrumentation: 

2.14. Regarding Power Instrumentation, the Managing Director, 
ECIL informed the Committee that conventional power was going 
to be a very large expansion area in the country and Rs. 30,000 
crores would be spent on it. As such the Corporation wanted to-
enter the field of conventional power instrumentation. But as the 
Instrumentation Ltd., Kota was already in the field and Keltron had 
a collaboration with a foreign company, ECIL, wanted a clear direc-
tive from the Department of Electronics whether it should enter 
this field. The witness assured the Committee that once the direc-
tive was received, "we can crash into it with tremendous strength 
because we have the background." The witness claimed that if 
restrictions were not imposed and the Corporation was given a free 
hand to develop and market its products, it would show progress 
and would be able to achieve Rs. 90 crore tproduction planned by it 
for 1984-85. ' 

2.15. In this connection, a representative of the Department of 
Electronics informed the Committee in evidence that within the 
framework of public sector, the Department of Electronics had 
been discussing with ECIL whether there should not be a broad 
division of labour amongst the public sector companies. It was 
stated that most of the process plants tod'ay required computer 
control in addition to the basic instrumentation. It was therefore 
felt that the ECIL, with its experience acquired on computer control 
for certain projects such as the Atomic Power Plants and the Fast 
Breeder Test Reactor at Kalpakkam should really operate in the 
important area of computer based progress control systems for 
thermal plants, cement plants etc. Simultaneously, the existing in· 
strumentation companies were urged to concentrate on the instru-
mentation area so that there would some divi'sion of labour in terms 
of efforts, skills etc. One of the reasons for this particular way of 
planning of areas of activities of the different public sector com-
panies and ECIL's role in that plan was stated to be that ECII. did 
not hold 'all industrial licence to make process control instrumenta-
tion and hence could not go for its manufacture. 

2.18. When the Committee enquired whether healthy competi-
tion was preferable to division of labour or vice-versa, the witness 
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stated that the situation was not at all monopolistic in process con-
trol instrumentation since, apart from ECIL there were five com-
panies-two in public sector and three in private sector-already 
holding industrial BlPprovals to make process control instrumenta-
tion and thus adequate capacity existed for users to be able to make 
their purchases on a fully competitive basis. 

2.17. The witness also informed the Committee that their Depart-
ment felt that it was in the interest of the major public sector com-
panies themselves that the existing division of labour should apply. 
The Department have also since been assured by ECIL that it would 
not enter the area of process control instrumentation but would go 
in for computer based control systems ill'3tead. However, the wit-
ness added that there have been some technological changes in the 
recent past, which are making the distinction between control ins-
·trumentation and the computer system less clear than hitherto. The 
Department of Electronics was, therefore, in dialogue not with all 
ttJe three public sector companies to see what should be the precise 
division of labour over the 1980-85 plan period in terms of tech-
nologies, products, services etc. 

D. S<tles 

2.18. ECIL informed the Committee in a note that while half of 
its products happened to be monopolistic in nature, the other half 
faced stiff competition. Asked to name the divisions facing compe-
tion. the Managing Director of the Corporation informed the Com~ 
mfttee that the divisions which faced competition keenly were 
Televsion. Computer, Semi-conductors, Instruments and Commu-
nication. The Committee were also informed bv ECIL in a written 
reply that there was constraint of demand in r~spect of the follow-
ing Divisions: 

(1) Computers 

(U) Instruments 

(iii) Semi-conductor devices 

(iv) Servo motors and gear motors. 

2.19. Acco~ding to the Department of Atomic Energy, severe 
,'ompetition faced from imported sources particularly in the case of 
computers resulted in shortfall in actual sales as compared with 
plan. 
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2.20 .. Asked whether any market surveys were conducted, the 
Corporation ii1formed in a written note that Government agencies 
litke Information, Planning and Analysis Group of Department of 
Electronics and DGTD regularly arranged for surveys to be colt-
ducted by Export Coinmittees. These surveys covered several as-
pects like demand, capacity, product specifications, technology etc. 
ECIL participated in many of the surveys and made use of these 
reports in drawing up plans for its growth. ECU. also conducted 
market surveys on its own to supplement the information obtained 
:rom published reports and to obtain any specific data. The ~ollow-
109 surveys were stated to have been conducted during the last 
two years: 

Oscilloscopes 
Microwave Diathermy Units 
Junior Spectorphoto meters 
Medical Image IntensJfier Systems 
Electronic Desk Clculators 
ECG Recorders 
Communication Equipment 
Surge Comp3rison Tester 
Marine Electronic Equipment 

1977 

" .. 
" 
1978 

" 
II 

1979 

" 
2.21. It was also stated that consequent to the implementation 

of the concept of "Business Group" marketing function formed part 
of the integrated responsibility of the respective Group. However, 
an exception had been made in respect of Compu\er Group where 
marketing function was distributed among three groups. 

2.22. Among the other steps taken for sales promotion were 
stated to be: 

(i) Interaction by the designers with a select cross section of 
end users during the development of the product to en"ure 
its acceptability in the market when introduced. 

(ii) Identification of certain persons in marketing for the 
specific task of sales promotion and maintenance of direct 
personal contact with the prospective customers through 
the net-work of Branches 'besides mailing of sales litera-
ture and quotations. 

(iii) Arranging special seminar/demonstrations at principal 
cities and at the customers' premises to convince the 
prospective customer of the suitability of the products. 
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(iv) UtUising suitable advertising media for promotion of sales. 

2.23. Asked to indicate the main buyers of the products manu-
factuured by. ECIL the following customer composition was fur-
nished by the Corporation: 

Government Departments (comprilillJ Defence Railways, 
Communications and Department of Atomic Energy) . 

Public Sector Enterprises 

Other parties (including individuals universities and re-
seorch illltitutiolll). . . . . . . 

Requirements of other divisions of the Corporation 

Percentage 

1977-78 1978-79 

30 28 

14 12 

48 55 

8 5 

100 100 

-.-.---.. 

-.-
1979-80 

38 

16 

:15 

II 

100 

2.24. When the Committee desired to know the percentage of 
sales to purely private institution and individuals the Managing 
Director, ECIL informed the Committee in evidence that while sale 
of TV sets was entirely t:> private individual and 25 per cent of the 
computers sold or rented were to private sector companies, no pro-
cess control computers were sold to private sector. But the sha'l"e 
of total sales of the Corporation in terms of value to purely private 
sector, excluding universities and research institutions was stated 
to be about 12 per cent excluding TV and 30 per cent including TV. 

2.25. On the question of increasing the macltet potential of ECIL 
the Committee were informed by the Managfng Director that the 
independent agency viz., IBCON appointed to study the manpower 
requirements in the corporation had also come to t~e conclusion 
that ECIL needed to strengthen its marketing Research. 

2.26. Enumerating the steps taken to improve the marketing 
potential of the corporation, the witness stated that incentive bonus 
scheme evolved recently to jmprove the general productivity would 
also apply to marketing. The witness added: 

"In certain areas we have already appointed agents, in some 
other areas we are planning to appoint agents because we 
find that in some parts we aTe not able to penetra~ our-
selves so we will have to do it through agents. After 
sales (service) is another thi'ng we are concentrating on 
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We believe that we should be able to offer a better after 
sales service and this something which professional pe0-
ple value, whether it is medical, communications etc. 
Lastly, we are internally planning to appo:nt liaison 
officers, Ministry-wise and project managers for every 
project. So, thIs is the package of measures we have 
taken to ensure that our marketing will be sharper than 
it has been till now," 

E. CompZaints 

2.27. The Committee were informed by the Department of Ato-
mic Energy in a note that there had been complaints against ECIL 
regarding unsatisfactory after-sales-service for TVs. Asked to state 
the exact nature of such complaints, the Corporation informed the 
Committee that it had sold about 1.80 lakh TV sets in over 16 cities 
all over the country. While the sales in 'seven important cities were 
covered through the Corporation's own show-rooms, and in nine 
other cities through dealers, service centres had been established. by 
ECIL in all the places manned with a total of about 150 field service 
technicians. It was added that on the average a total of 750 com-
plaints per day-400 from the 45,000 warranty sets, 250 from the 
24,000 annual service contracts and 100 casual complaints from EC 
TV customers not covered under warranty Or annu'll service con-
.tract were received in all places. The number of complaints rose 
to 1,000 during monsoon period. 

2.28. Regarding service contracts of TV sets, the Secretary, 
Department of Atomic Energy informed the Committee that a new 
\Scheme of retai'ner technicians was on trial, about this scheme the 
Corporation stated that while its own service technl.cians generally 
attended to the warranty sets, the sets on service contract were 
attended to by authorised service engineer/technician who were not 
ECIL employees but have been entrusted with this job on annual 
contract basis in places like Bombay, Delhi, Madras and Calcutta. 
These authorised service technicians were basically diploma/degree 
holders who were given techn'cal orientation to take up EC-TV 
;;,ervici~g. In this case, the customers wf/:e registered with ECIL 
:.md all the remittances were made to ECIL. ECIL rendered support 
;o;ervice and liaison with customers to maintain its image. 

2.29. To improve the position in regard to complaints of TV sets, 
"in addition to deployment of service technicians and service re-
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Ttainers at various places the following steps were stated to have 
.. been taken: 

(i) Improving the mean time between failures (MTBF) of 
the set resulting in percentage of failures being much less 
than in the earlier days. 

(ii) Providing two-wheeler (motor cycles, scooters) transport 
facility to many technicians So that they need not depend 
on pUblic transport system. 

'(iii) Maintenance of each service centre with adequate spares 
and test equipment for rendering prompt service. 

(iv) Monitoring service complaints through computerised 
system to increase efficiency. 

(v) PrOviding periodical training in customer service to ser-
vice technicians. 

F. Export Possibility 

2.30. The ECIL has stated explor:ng export mrkets though in 
-the next few years to come the accent will be mostly on meeting 
-the indigenous requirement. The Committee were informd by the 
Department of Atomic Energy that ECIL h<.s secured the following 

-two foreign contracts: 

(i) Export of Ferrite Core Memory to USSR valued at 
Rs. 3.65 crores; 

(ii) Export of Tropo Scatter Antenna and Links to USSR 
valued at Rs. 65 lakhs. 

2.31. Both these contracts were presently under execution. 
-Besides earning foreign exchange to the tune of Rs. 4.30 crores, 
-these contracts are expected to enable the company to speCialise 
production in these . fields, which will, in turn, result in repeat 

· orders. 

2.32. Asked about the porfitability of the Corporation on these 
· contracts, the Managing Director informed the Committee in evid-
· ence that while on the antennas job, the erection was going on in 
Russia and the Corporation would earn a profit of at least Rs. 10 
lakhs. there was some problem in regard to export of ferrite core 

-memory to USSR It was stated that Electronic Trcde and Techno-
logy Development Corporation who initially received the order for 

:269 LS--3. 
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ferrite core memory, in turn placed it On ECIL since it had experi-
ence in this area. But the agreement with the Russians was on the-
basis of 10 computers being imported from them. Since these COlD-
puters were not imported due to some reasons, they were not plac-
ing orders for ferrite core memory. Apart from these two contracts 
secured by ECIL, the Committee were informed that the Corpora-
tion manufactured and supplied certain mineral exploration equip-
ment during 1979-80, order for which had been secured from Iraqi 
by the Atomic Mineral£ Division of the Department of Atom~c 
Energy in 1979. The design know-how for the equipment was s~ 
plied by the Department. In reply to' a question the Committee-
were informed in a note by ECIL that the estimated profit an this. 
contract was 20 per cent. 

G. Expansion Programme-

2.33. According to the Corporate objectives of the Corporation. 
it aims at doubling the turn-over during each Five Year Plan 
period. It has been stated that the Corporation has to dovetail its 
programmes into the five-year national plan for growth of e1ec-
tronics industry in the country. Currently, the relevant plan is 
stated to be the electronics plan 1975:-83' drawn" up by the Depart-
ment of Electronics. 

2.34. According to the expansion prcrgramme drawn up by t~ 
Corporation for the period covered by the Sixth Five-Year Plan 
1980-85, the year-wise targets Of production and sales are as under: 

Rs.lakha 

Produc- Salt:a 
tion 

IgSo-81 4766 48,. 

1981-82 8231 &.276' 
1982-83 711 2 69,. 
Igil3-B4 8202 8o?:J; 
1984-85 9141 915'1' 

The production and sales are exclusive of sales tax, excise dulr .. 
etc. 
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2.35. It has been stated that in view of falling profitability, 
ECIL, has identified the following major thrust areas for expansion 
during 1978-83: 

(i) Instrumentation and controls 
(Ii) Instruments 

(iii) Computers. 
(iv) Communications. 

2.36. There was shortfall in production (5 to 19%) and sales (13 
to 26%) compared to what was planned for by the company during 
all the years 1975·,76 to 1979-80. Ttte production and .. lies ~l"e 
as. 43.61 crores and Ks. 41.42 crores as against the planned levels 
of Ks. 53.97 crores and Rs. 55.61 crores respectively in 1979-80. Un ... 
doubtedly there has been under-utilisation of men and machine. A 
combination of factors has led to this phenomenolL Lack of orders 
for products of some of the divisions and delay in completion of 
long-term contracts are stated to be the main reason. There are, 
however, production constraints for products of two divisions, viz., 
commercial TV sets and power reactor instrumentation and control 
products. There are demand constraints in respect of pro-
ducts of four divisions viz. computers, instruments, semi-conduc-
tor devices and Servo and gear motors. Though half of the products 
of the ECIL is monopolistic in nature the other half faces stiff com-
petition. The products that face such competition are stated to be 
TV, computer, semi-conductors, instruments and communication 
equipments. The Committee have, however, received an impression 
that the existence of a captive market offered by the Departments 
of Government and other public undertakings has lulled the com-
pany into complacency about sales promotion and cost efficiency. 
The customer composition shows that the sales to purely private 
individuals/institutions is only 12 per cent excluding TV and 30 per 
cent including TV. In such a situation the company could improve 
its turn-over and get ovel' the losses only by an imaginative market 
survey and sales promotion altering the product mix and cutting 
down on costs. 

2.~7. The Committee note that in the electronic industry where 
there are multipurpose capital goods and testing equipments it is 
not feasible to identify the capacity for production of various pro-
ducts. In the alternative it is imperative to ensure the optimum use 
of men and machines. The extent of the use is the index of em-
ciency. The Committee are, therefore, surprised that the ECIL has 
Dot systematically ascertained the extent of idle time o,f men and 
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machines and analysed the causes for a meaningful production and 
cost conbol. It was only recently in 1979-80 that the utilisation of 
machines, each costing more than Bs. 5"0,000 was ascertained. This 
showed that out of 83 such machines, 31 were utilised to the extent 
of less than 50 per cent of the available time. Some of the machines 
were utilised to the extent of 10 per cent. The Committee have been 
informed that 5 machines which could not be utilised at all were 
being sold. That there should have been a laxity in the past in 
exercising the kind of control that has been lately brought about is 
deplorable. The Committee recommend that there should also be an 
analysis of man-hour utilisation for appropriate timely action to 
improve it and to re-deploy labour wherever necessary. The posi-
tion in regard to man-hour and machine-hour utilisation should be 
brought out in the annual report of the company in future. 

2.38. There has been delay of more than one year in 
execution of eight long-term contracts of the value range Bs. 47 
lakhs to Rs. 202 lakhs for supply of power reactor instrumentation 
and computer system. The delay reSUlted in reduction of profits in 
3 cases and loss of Rs. 24.49 lakhs as against anticipated profit of 
Rs. 10 lakhs in one case. Further, a number of major profitable 
programmes planned for 1979-80 did not materialise. All this dealry 
shows that there has been no system of project monitoring and 
control. It is only now after the Committee took up the company 
for examination that a system of reporting in this regard to the 
Board of Directors is sought to be introduced. The Committee trust 
that in future there will be no negligence on the' part of the man-
agement. . -

2.39 .. TV Division of the ECIL is quite remunerative. The Com-
mittee note that though there is demand for EC TV sets the pro-
ductien coulll not be augmented, the Government having as a mat-
ter of policy refused to license the expansion beyond 20,000 sets 
per annum. But the company had overcome this restraint by 
sharing its know-how with State Electronic Corporations and under-
faking the marketing of the sets (18,000 in 1979-80) manufactured 
bv them. The Committee, however, understand that the Department 
01 Electronics have recently recommended expansion of ECIL's 
capacity to 40,000 sets. Th~re are large number of complaints 
from the customers at present. The Committee expect that the ECIL 
should aim at complete customer satisfaction. 

2.40. Another division wbpre production constraint is encounter-
ed on account of licensing policy of the Government is that of pro-
cess control instrumentation. The Committee note that already 
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Instrumentation Limited, Kota and Keltron are in the field of con-
ventional instrumentation, but the ECIL has also the capability. The 
Department of Electronics are in favoW' of a division of labour 
amongst public' sector companies and feel that ECIL should confine 
itself to computer based control system. The Committee desire that 
the matter should be settled early so that the ECIL can gear up its 
production programme for the futW'e. • 



CHAPTER III 

PRICING AND COST CONTROL 

A. Pricing Policy 

3.1. Asked about the pricing pollcy of the ECIL, the Committee 
were informed by the Corporation that the prices of its products 
were generally fixed with reference to cost of production. In certain 
cases, where complicated design and technology were involved, a 
detailed study of the cost structure was made with reference to cost 
estimates and prices were then fixed. In respect of systems like 
instrumentation required for the Atomic Power Projects etc., the 
rates were negotiated with reference to cost of completed orders and 
long term contracts were entered into with the customer. 

3.2. However, the Department of Atomic Energy intimated the 
Committee in a note that in certain cases, the selling price of ECIL's 
products had been fixed lower than the cost of production/cost of 
S'8.les. The number Of such cases during the preceding three years 
is as under:-

1977-78 

1978-79 

1979-80 

44 

54 

32 

3.3. It was stated that this had been done in order to exploit a 
potential market with the expectation that with the higher volume 
of activity, the incidence of per-unit-fixed-cost would be lower. 
The Managing Director of the Corporation explained to the Com-
mittee that such cases related to products manufactured for the 
first time; or where ECIL's costs were high and it had to get into the 
market. 

3.4. Subsequently, the Committee were furnished with a list of 
16 products by the Corporation where the price had been fixed 
lower. Out of these 4 products were stated to have been made 
profitable. In respect Of 2 it was stated that the products were 
part of systems which were profitable as a whole. The CorporatiOll 

30 
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!lad increased the selling prices or they were under review in res-
pect of 3 products, while the cost of another 3 products was expected 
-to be brought down. In respect of one product it waos stated that 
-one-third of the cost was shared by the product of another division 
-which gave profit element to that division. Another product meant 
for internal consumption was expected to break-even this year. 

3.5. Asked in how many cases the corporation's expectation that 
with higher volume of activity the incidence of per unit fixed cost 
would b~ lowel" , did materialise, tlte ECIL stated in a note that 
Increased price for subsequent order has been received for Control 
Boxes for Heavy Vehicle Factory, the production of which was taken 
up in 1979-80. Another product Anuncitors was stated to have made 
considerable progress in the share of market and was pro'gressing 
to enter with advanced version. 

3.6. The Committee were also informed by the Department of 
Atomic Energy that in a number of cases where production was 
undertaken on contract basis, the management of ECIL renegotiated 
the prices at the instance of the Department. Prices were thus re-
negotiated by ECIL on Pilot Magnet supplied to the J abalpur Gun 
Carriage Factory and Synchros suppUed to BEL, respectively. In 
reply to a question, the Corporation subsequently intimated to the 
Committee 'that even after increase in price, it was sull losing on 
Pilot Magnet. 

3.7. ECIL informed the Committee that in the case of those items 
which were produced for the first time in India, which were hitherto 
being imported, the COO3ts were estimated with reference to the c.i.f. 
price of such items or eqUivalent ones. According to the instructions 
issued by the Bureau of Public Enterprises in December, 1968, the 
price should be fixed with reference to the landed cost of com-
parable imported goods (not on the basis of c.i.f, price) and if it 
becomes necessary to have the price higher than the landed cost the 
matter should be referred to the administrative ministry for exa-
mination in depth in consultation with the Ministry Of Finance, 
BPE etc. When the CommIttee expressed doubt that the fixation 
of price with reference to the c.i.f. price would amount to signifi-
cant under priCing, the Managing Director of the Corporation 
stated i'n evidence that prices of only those items in re3pect of which 
customs duty was not payable were fixed with reference the c.i,f. 
prices of similar imported items. The prices of rest of the products 
were fixed on the basis of landed cost plus 20 per cent as per guide-
lines of Committee of Secretaries. The witness cited the example 

<Of Bharat Electronics Ltd. who did not pay duty on the components 
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supplied to them by ECIL. BEL purchased components from ECIL. 
only if the prices matched the c.i.f, prices of imported components. 
The Managing D:rector conceded that this was not profitable for 
ECIL. Asked to furnish details of such Gupplies, ECIL in a note 
informed the Committee that in view of the customer's desire to· 
match c.i.f. prices, 10 per cent Iebate was given in all sales 01 
Tantalum Capaci'tors to BEL. The total sales to BEL were Rs. 30' 
lakhs. Thus the Corporation's profit was reduced by Rs. 3 lakhs. 

B. Standard Costs 

3,8. The Committee desired to know whether there was any' 
system in the corporation for computing the cost of execution of' 
contracts entered into for supply of systems so as to compare it 
w~th the value realised in each case. The Managing Director, ECIL . 
replied in his evidence that in order to work out the profit or loss, 
the actual cost at the end of each contract was worked out which 
was then compared with the initial estimated ("'Ost. When asked to· 
state whether the corporation had a system of standard cost'ng with 
a view to help quoting against orders received for systems, the 
witness stated that they were not used to standard costing as 
normally understood. Only the material, labour required and 
drafting or engineering requ:rements were estimated and quotations 
made against such estimate. 

C. Service Contracts 

3.9. It was noticed from the revised estimates for 1979-80 Of the . 
Corporation that the instruments Marketing Group and the Computer 
Marketing Group were expected to incur losses to the extent of 
Rs. 14.73 lakhs and Rs. 28.49 lakhs respectively. It was also noticed 
that the income from service contracts in the Instruments Marketing 
Group was only Re. 1.50 lakhs against the expenses of Rs. 6.50 lakhs 
on this account. The corresponding figures for 1980-81 are expected 
to be Rs. 1.88 lakhs and Rs. 6.311akhs according to budget estimates. 
The income and expenditure on sale of spares and accessories was 
Rs. 4.00 lakhs and Rs. 6.18 lakhs respectively during 1979-80 and 
are expected to be Rs. 5.00 lakhs and Rs. 6.93 lakhs during 1980-81. 
In addition a 1095 of Rs. 5.87 lakhs was also incurred on account of 
Installation and Commissioning which is expected to be Rs. 5.24· 
lakhs during 1980-81. 

3.10. Likewise in the Computer Marketing Group the losses on, 
service contracts were Rs. 10.18 lakbs during 1979-80 and are ex--
pected to> be more or less the same dur'ng 1980-81. The losses on) 
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Installation and Commissioning which were Rs. 4.23 lakhs during 
1979-80 according to the revised estimates, are expected. to rise to-
Rs. 8.62 lakhs. While discuss:ng the service contracts for computers, 
the Managing Director, ECIL stated in evidence:-

"This will be a losing proposition until we come out of de-
preciation. Initially we started by charging 5 per cent 
of the computer as the actual mai'ntenance charge, 
C"omputer Maintenance Corporation which is looking after 
all the imported systems is possibly charging 11 per cent. 
So, we alSo found from this that we are making a loss. 
We have to go up from 5 to 9 .... At 9 per cent we would' 
definitely be breaking even.'· 

D. Comparative Prices 

3.11. The Committee were informed that prices of products manu-
factured by ECIL for which competition waos faced from other 
manufacturers were fixed with reference to prices of competitors' 
products. When asked about the mechanism in the Corporation to 
monitor the prices of competitors for products of similar type, the' 
Managing Director stated in evidence:-

"We get feed back from all our marketing staff .... They find 
out the competitive offers plus open tenders." 

3.12. From the information furnished by the Corporation, it is· 
noticed that prices of many of the products manufactured by ECIL. 
are higher than those Of the competitors. A few examples will 
illustrate the point:-

Product Corpora- Compe-
tion" titor', 

price (RI.) price (RI.) 

-------------------_._._------
I. N'uclear IlUtrumenta 

GS 866 C 

la. Measuring Ii: Industrial llUtrumenti 

ICCU cODIitting of MM 884 B 

8.000' 
7. !ZOO 
6.500 
7,500 

10,000' 
1.1000' 
8,000" 



Product 

MS 87:1 B 

RPS 80 . 
TC 713 & TD 747 . 

g. Microwave Instruments 

Signal generator V 47' 

VSWR sct up U 185 

U 186 

U2JO 

UA 230 

34 

Corpora- Compe-
tion's titor" 

price (IU.) price (RI.) 

2,000 

3,000 
2,000 

12,000 

31,000 

18,800 

12,000 

1,050 

700 

3.13. When the attention of the Managing Director, ECIL was 
. drawn to the higher prices of ECIL's products, the witness stated 
that some of these were not total instruments but accessories to the 
total instruments. The witness claimed that in general, the Corpo-
ration was competing in the market with about 10 per cent add:tional 
price and anything less than that would cut into their profits. The 
witness also added that their prices were higher in the Instrument 

.. Group but in case of Capacitors, transistors and computers they 
were able to compete with othens. 

3.14. Subsequently, in a written reply the Corporation stated 
that the prices of its products were higher in some cases mainly 
because of superior specifications even though they fell in the same 
claS'5ification. Other reasons advanced for the higher prices were 
use Of better components, better reliability, longer life and safety. 
In respect of some products the Corporation was able to realise 
better prices because of its long standing and established quality. 
In cases where the corporation encountered marketing difficulties, 
the products were stated to have been replaced newer and cheaper 
models. 

3.15. Agreeing With the Committee that the cost structure in 
ECIL compared to its competitons was high, the Secretary, Depart-
ment of Atomic Energy assured during evidence that he would get 
it examined. 
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E. Overheads 

3.16. The Department of Atomic Energy in a note expressed the 
feeling that there was scope to improve the level of cost efficiency 
jn the corporation by reducing cost of production and effecting savings 
wherever possible. According to the analysis of Annual Accounts 
of ECIL prepared by the Planning and Analysis Group, factory 
overheads constituted a major portion of the ex-factory costs of 
products in each of the divisions of ECIL. While factory overheads 
·constituted 26 per cent of the coot overall, div~sions such as Micro-
wave Division and Power Reactor Instrumentation Unit had factory 
overheads to the extent of 58 per cent. The Special Products 
Division one of the loss making d:visions had a factory overhead of 
the order of 61 per cent of the cost. 

3.17. The analysis also revealed that the System Engineerin 
Group which was set up during 1978-79 did not have any salef> 
during 1979-80 although it had sales of Rs. 1.60 lakhs during 1978-79. 
This resulted in an inC'l'ease in the loss of the division over the 
previous year. In fact there was no production in SEG during 
1979-80 and the losses were solely on a::count of factory overheads 
being allocated to the division. The PAG has urged that since SEG 
is now enteoring its third year it would be necessary to have a close 
watch on its performance so as to ensure that it does not become a 
dra'g on the Corporation's performance. The Group has also suggest-
ed introduction of systems of cost control especially in the area of 
fa<Ctory and administrative overheads as they constitute a signi" 
ficant portion of the Corporation's expenses. 

3.18. While admitting that the overheads were high compared 
to the tU!'nover, the Managing Director of the Corporation stated 
before the Committee:-

"The material is 35 per cent; the direct labour is about 5 to 
8 per cent and the rest of it forms overheads whi:-h is a 
fixed charge. If this Can be spread over a large turn-
over, the cost efficiency will improve." 

F. Sub-Contracting 

3.19. Among the other s~eps taken to reduce the cost of produc-
tion were stated to be the optimisation of product-mix and use of 
sub-contracting. The Department of Atomic Energy also suggested 
in one of the Performance Review Meetings that before taking up 
;any new product for production, the company should examine it the 



36 

product or any part of it could be p-rofitably sub-contracted. It 
was also suggested that as much of its existing products/product 
lines as possible cou~d also be considered for th;s purpose. 

3.20. When the Committee desired to know how sub-contracting 
would 'l'educe the cost of production, the Managing Director of the 
Corporation stated in evidence that where labour intensive opera-
tions were involved, the small industries were paying almost half 
the wages paid to ECIL's workers and thus their overheads on that 
account We'l'e lower. They were able to do in a more economical 
way. The witness added that in some cases, since ECIL's costs 
were high, it was not able to sustain itself. Therefore, ECIL gave 
the items that were repetitive for being assembled by outsiders. 

3.21. The witness informed the Committee that in this way the 
Corporation had built up Rs. 3 C'l'ores worth of sub-contracting in 
the last three or four years excluding T.V. According to the 
Department of Atomic Energy production worth Rs. 4.8 crores was 
obtained thJ;.ough sub-contracting during 1979-80. I.t was stated by 
the Managing Director that the staff thus rendered sU'l'plus would 
be absorved in the expansion plan of the Corporation. 

3.22. According to the C&AG's report on Union Government 
(Commercial) 1979 Part IV, the Corporation had no system of 
ascertaining !idle time for labour and machfnery specifying, the' 
reasons !therefor. The Committee were, however, informed in evi-
dence by the Managing DirectO'l' that recently the Corporation has 
started booking utilisation of machines costing more than Rs. 50,000. 
The system of booking idle tiIJJ.e for labour was also now stated 
to be in vogue. When asked why such system was not introduced 
earlier the witness stated that it was felt that the variety of pro-
ducts was large and the products changed every third year. 

G. Productivity 

3.23. According to the information fumished by ECIL the num-
ber of employees in the Corporation increased from 5455 in 1976 
to 6617 in 1960. On the contrary the value added by the Corporation 
remained more or less stationary, it being Rs. 1390 lakhs, Rs· 1396 
lakhs and Rs. 1400 lakhs during 1976-77, 1977-78 and 1978-79 respec-
tively. The value added at constant prices during these years was 
Rs. 1377 lakhs, Rs. 1351 lakhs and RB. 1304 lakhs respectively. The 
value added per man-month in fact declined from Rs. 2045 in 1976-7'7 
to Rs. 1901 in 1977-78 and to Rs. 1816 in 1978-79. There was, how-
ever, a 1>light improvement during 1979-80 when the value added' 
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}by the Corporation rOSe to Rs. 1743 lakhs and the value added 
per man-month to Rs. 2184. 

3.24. In view of this, the Committee desired the Corporation to 
justify the increase in number of employees. ECIL in a written 
reply infonned the Committee that the increase was restricted only 
to those Divisions which hd a full order book and the additional 
staft' strength was justified by the increase in activity. In this 

-connection the Committee were informed by the Managing Director 
of the Corporation in evidence that the increase in number of em-
ployees was in four divisions viz. Instruments, Power Reactors, 
Computers and Television. However, according to information 
subsequently furnished to the Committee, it is noticeq. that percen-
tage of man-hours utilised to man-hours available in the Power 
Reactor Lnstrumentation Division ranged between 71 per cent to 
74 per cent during 1977-78 to 1979-80. In the Nuclear Instruments 
this percentage was as low as 69 per cent during 1979-80. 

3.25. The Committee were informed by the Managing Director, 
that till 1979-80 the man-power was being recruited more-or-Iess 

-on the request of the various Divisions based on the growth plan. 
But now the Man-power Committee constituted to deal with pro-
. posals for additional man-power has evolved norms for determining 
the level of employment needed. The ratio of added value to sala-
ries and wages plus depre~iation is considered for assessing the 
reasonableness of the requests Of the divisions for addition to the 
manpower. The witness informed the Committee that this ratio 
was at present 2 and the Corporation aimed at 2.5. 

3.26. The Committee were intimated by ECIL in a note that an 
independent agency had been appointed to study the existing 
manpower vis-a-vis 'requirements in one division. When the Com-
mittee desired to be apprised of the results of the study the Manag-
ing Director, ECIL informed the Committee that IBCCN, the in-
dependent agency had come to the conclusion that manpower uti-
lisation was 40 per cent in the. Assembly Line. The agencv has 
now been asked to conduct an experiment by taking a bat~h of 15 
workers and demonstrating what is the maximum they can produce. 

H. Incentive Bonus 

3.27. In order to improve the general productivity the Corpora-
iion proposed to introduce an Incentive Bonus Scheme. The 
"Managing DirectO'l' informed the Committee that the in~entive bonus 



would be in addition to the normal bonus but the total would not 
exceed 20 per cent. The additional bonus will be linked to achieve-
ment of division-wise and quarter-wise targets of production, sales 
and service. Payment under the new scheme will be made if the 
targets are achieved to the extent of 90 per cent which would en-
sure at least break-even for the corporation. The scheme was 
stated to have been sent to Ministry of Finance nd was expected 
to be cleared shortly. 

3.28. The Secretaory, Department of Atomic Energy informed the 
Committee in evidence that their Planning and Analysis Group 
has completed the investigation into the possibility of developing 
documentation in Nuclear Instrumentation Division of ECIL for 
control of material consumption with reference to standards and 
has evolved standard bills of the materials and other methods of· 
controlling costs. The witness added that this was being exttended 
to other divisions also. 

3.29. The Committee were also assured by the witness that:-

"Greater cost control has been introduced in working; and 
each division al)d sub-division is made a profit centre .... 
We are tightening up things and taking a very hard look 
at whatever they are doing." 

3.30. As pointed out by the Committee earlier, there is not much 
of cost control consciousness in the BelL. Selling prices of several 
products had been fixed lower than the cost of production/cost of 
sales. There were 44 such cases in 1977-78, 54 in 1978-79 and 32 in 
197 .. 80. With the available data the Committee are unable to form 
an opinion as to how far such large-scale under pricing was com-
mercially wise. The company's expectation in some cases that 
with the market picking up the fixed cost per unit would come 
down, did not materialise. Further, in a number of cases the 
management had to renegotiate on coming to know that the prices 
quoted before undertaking produdion On contract basis was lower 
than the cost of production. Admittedly, no scientific standard cost-
ing system has been introduced in the company. Such a system 
is necessary for cost control on the basis of analysis of usage and 
rate variances between standards and ac~als. The Committee also· 
notice that Instruments and Computers Marketing Divisions are 
Incurring losses on account of the company not realising the cost of· 
services and the cost of spares from the service contracts fees and 
the sale price of spares respectively. There is a case for increasing. 
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the computers maintenance charge, which is at present 5 per cent 
as against 11 per cent charged by the Computers Maintenance 
Corporation for imported computers. 

3.31. According to instructions issued by Government in Decem-
ber, 1968, the pricing of products, monopolistic or semi-monopolistic 
in nature should be within the landed cost of comparable imported 
goods. In circumstances where the cost of production is very high 
and it becomes necessary to have the prices higher than the landed 
cost the matter should be referred to the administrative Ministry 
concerned for examination in depth in consultation with the Minis-
try of FinancelBPE etc. However, the prices of such products of 
ECIL are stated to be fixed on the basis of landed cost plus 20 per 
cent as per the guidelines of Committee of Secretaries. The Com-
mittee wish to point out in this connection that there cannot be a 
general permission to fix the prices at a higher level in all cases. 
There should be a case to case study of the cost structure and cost 
efficiency and thereafter the prices should be determined as other~ 
wise it will encourage inefficiency. 

3.32. The Committee suggest that in view of the foregoing ana-
lysis the cost structure and the costing system need to be gone into. 
On the basis of a review the scope for ccpnomy should be identified 
and prices rationalised. There is scope for cutting down on "over-
heads" and improving productivity of labour. In a labour intensive 
industry such as electronics overheads to the extent of about 60 
per cent seems incredibily high. Further, the, value added per 
man month declined from as. 20'5 in 1976-77 to as. 1901 in 1977-78 
and Rs. 1816 in 1978 .. 79 but increased to Rs. 2184 in 1979-
80. Evidently manpower utilisation is poor. The Committee 
desire that the ratio of value added to wages plus depreciation 
which is 1lt present 2 should be progressively improved. In this 
connection the Committee would stress that the proposed incentive 
bonus scheme should be introduced without further delay. 



CHAPTER IV 

ENVIRONMENTAL IMPACT 

4.1. One of the reasons for the losses in recent years has been 
:stated to be the rapid strides made by the technology abroad. In-
tern.ational electronic equipments were much more advanced and 
much more miniaturised and more reliable. The development at 
ECLL could not keep pace with the high technology of the develop-
·ed countries. Imports were also liberalised due to the improve-
ment in foreign exchange position with the 'result demand for ECIL 
goods fell below projections and production had to be curtailed. 
Import of computers alooe amounted to Rs. 60 crores during the 
last two years. Demand for computers was also affected by the 
IBM gifting away 150 computers on winding up their operation in 
India. 

4.2. The Committee enquired if the Department of Atomic Energy 
reviewed at any time prior to 1977-78, the poli~ies and programmes 
of the Company in the context of changing conditions of the elec-
tronics 'industry in the country. They were informed by the 

'Secretary of the Department that it was first realised sometime in 
1975-76 that OUr technology should be updated. However, there 
was no foreign collaboration agreement entered into by ECIL till 
1978-79. Recently, the Corporation had a change in policy and it 
had entered into three foreign collaboration agreements during the 
last two years. Besides, 13 more agreements a're in various stages 

·of finalisation. 

The Secretary admitted.-

" ...... We should have foreseen that at some stage, our own 
technology would have to be updated, to meet that 
competition. That we were at fault, there is no doubt .. " 

A. Licencing and Import Policies 

4.3. The Committee were informed by the Electronics Corpora-
tion that the industrial licencing policy, import policy and the tariff 
~tructure underwent several changes from the time ECIL came into 
.existence. .. • ;"~ 

40 
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{a) Import Policy 

4.4. A major change in the import policy took place in the year 
1975-76 when automatic licencing based on the previous year's con~ 
sumption was introduced. Indigenous clearance was no longer 
specifically required for import, if the item had been imported in 
the previous year. A further step towards liberalisation was taken 
in the year 1978-79 when the import policy switched from the ear~ 
lier system to one with list of banned items not to be imported, a 
rest.ricted list of items whIch can be imported against licence carry-
ing only a face value limit and open general licence fO'!' items not 
appearing in the other two categories. The liberalisation was stated 
to have had the effect of encouraging considerably import of goods 
previously not allowed to be imported. 

4.5. It was added by ~e Corporation that according to the import 
policy for 1980-81 announced by the Government on 15th April, 
1980, a wide range of capital goods were brought under Open 
Genenral Licence (OGL). These products covered instruments, 
testing and electronic equipment, instruments for TV industry, etc. 
With the liberalisation of the items under OGL, the import of these 
items became an attractive proposition to the users and to that 
exent the difficulties for marketing of the produots made by 1ndi-
geneous manufaClturers got accentuated. In this connection the Com-
mittee were informed by the Managi"ng Director in evidence that 
the list of OGL covered nearly 350 different types of instruments. 
Wl1en the Committee enquired how this policy affected ECIL, the 
witness stated that according to the Government's Liberal Import 
P~licy particularly the OGL, Scientific and Research Laboratories, 
institutions of higher education, hospitals recognised by State or 
Central Government could import equipment, components of elec-
tronics under OGL. As the majority of the Corporation's instru-
ments went to this market, this policy resulted in considerable loss 
of busiRess that ECIL had from universities and other research 
institutions. 

4.6. Asked to state the extent of business loss suffered by the 
Corporation, the Committee were informed in a written note by 
ECIL that owin~ to liberal imports of test and measuring instru-
ments, it experienced reduction in its sales of the order of Rs.· 34 
lakhs and Rs. 85 lakhs during the years 1978-79 and 1979-80 res-
oectively. 

4.7. Asked whether the. matter of placing electronic instruments 
clTlder OGL was brought to the notice of Department of Electronics 
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the Managing Director, ECIL stated that though the matter was 
discussed several times, this was not done officially since it was 
thought that this was a Government policy and the corporation 
would not be able to do much about it. 

4.8 On a query from the Committee whether ECIL was consulted 
before putting electronic items under OGL and whether its objec-
tions were taken into consideration the 'Secretary, Department of 
E1ectron~cs informed the Committee that ECIL's objection had been.. 
a very recent one and that too only for bringing the oscilloscope:; 
of 100 MHZ to 150 MHZ in the banned list. The Department had 
received no formal objection from ECIL 

4.9. Asked to state the latest pOs1tion' of items under OGL, the' 
Department of Electronics informed the Committee in a written 
note as follows: 

"The import of capital goods against OGL can be broadly 
divided into two categories (a) items required by elec-
tronic industry and (b) items required by scientific. re-
search and edun.ational institutions. 

The import policy fOmlulated by the Ministr~' of Commerce 
for the year 1977-78 liberalfsed imports because of the-
comparatively e~sy foreign exchange position. The Impqrt 
Policy that year, introduced a new concept of free licens-
ing of capital goods for actual users. The Import Policy 
pertaining to capital goods required by the manufac-
turers, ihtroduced in that year, a list of 41 items for free 
lin.ensing. This beneftt was extended subject to the condi-
tion that the importer did not exceed licences/approved 
capacity. 1977-78 Import Policy did not place any items 
required by the Electronic Industry on the OGL list. In 
1978-79 Policy, the concept of free licensing was deleted. 
7 items of test and other eJ ·~"tronic instruments were 
placed under OGL. In 1979-80 thf' OGL list included 35 
items of machinery and 6 items of te"t 1lnd other instru-
ments. 1980-81 Import Policy hac; 64 items of machinery 
and 9 items of test and other instruments required b~' the 
Electronic Industry in the OGL List. 

"The ite"lls to he placed on the free Li"ensing List in 1977-
78 were selected from a list of Cap'tal Goods required by 
the Electronic Industry. The list had been compiled by a 
technical panel appointed by the Chairman, Electronics 



Commission. A preliminary indigenous angle clearance 
was also done for each item before it was proposed for 
the OGL." 

It was also been stated that the Management of ECIL has given 
cer~n suggestions for recasting the import policy for the year 
1981-82. 

(b) Industrial Licensing 

TV Picture Tube. 

4.10\. ECIL had infurmed the Committee that in some cases, 
organisations which had been given licence did not have even the 
know-how for the items for which ECIL was refused licence. Ela-
borating the point, the Managing Director, ECIL informed the Com-
mittee in evidence that the Corporation had applied for licence to 
manufacture TV tubes which was rejected. Another company MIs. 
Anand Ele~tronics w:-s granted the licence but that company re-
quested ECIL for the necessary know-how. Asked whether ECIL 
had the know-how, the witness stated that though the Corporation 
was not manufacturing TV tubes, but being engaged in manufac-
ture of other tubes, it had the basic knowledge. 

4.11. When the Committee desire,d to know the ECIL's applica-
tion for making TV tubes was rejected and the licence gi\'en to 
another p:u'ty, a representative of the Department of Electronics 
for licensing additional capacity in this area, for the manufacture 
informed the Committee: 

"In May, 1974, we wrote to the ECIL that there was no scope 
for licensing additional capacity in this area, for the 
manuhcture of TV picture tubes. These were the guide-
lines whiCh the Government h'd issued. After two years. 
the Government took a new policy dec.ision. At that time. 
all the applications which were pending were reviewed 
and licence was granted. At that time, there was no appli-
cation from the ECIL." 

4.12. In reply to another question, the representative of the 
Department stated that when it was decided to grant licences for 
manufacture of TV tubes, neither fresh applications were invited, 
nor the ECIL was informed about it. 

4.13. Subsequently, the Committee were informed in a note fur-
nished by the Department Electron'cs that apart from ECn/s 
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application dated 17th January, 1973, 15 other applications includ-
ing that of MIs. Anand Electronics for the manufacture of TV 
Picture Tubes were considered in January, 1974 and barring two 
ap,provals viz, those for WBIDe and Mis. Anand Electronics, given 
WIth a view to serve regional requirements and in the light of over-
all considerafions of capacity constraint and non-approval of import 
of technology, all the remaining 14 applications were rejected. This 
decision taken in January, 1974 was C lmmunicated to ECIL in May, 
1974 stating there was no scope for licensing further capacity in 
this line of manufacture. 

B. Licerocing for Computers 

4.14. The Committee were info~'med th'1t EC~L was the only 
major national company licenced to manufacture a range of com-
puter systems covering the scientific, real time and business appli-
cation areas. Over the last 4 to 5 years, a number of competitions 
like DeM, Operations Research Group and Hindustan Computers 
Limited, etc., were stated to have entered the field of marketing 
computer systems to cater to essentially commercial applications. 
These companies were perhaps adopting the kit assembly methock by 
importing fully tested printed circuit boards completely assembled 
with components. These methods implied alme 6t total import of the 
computers without any significant manufacture involved in the 
process. It was difficult for any indigenously manufactured product 
to compete with these almost imported products. Operations of 
these companies were stated to be cuttinq into ECIL's computer 
business in a big way because the systems being supported by 
these companies were covering the EDP range from the small 
micro computer to the systems borderin~ on performance r~nge of 
ECIL's TDC-312, TDC-316 class of machines. 

4.15. The ECIL informed the Committee in a note that ICIM, 
subsidiary of ICL has been given Ii licence to manufacture 2,904 
series computer systems which were comparable to the medium and 
Jarge scale computer systems manufactured by ECIL. 

In regard to giving. li'!ence to ICL, the Secretary, Department 
of Electronics, stated that in terms of specifications, performance 
and volume 'Of production, ECIL was produdng a relatively small 
number of TDC-312 and TDC-316 computers when ICL was given 
the licence in 1978, TDC-312 and TOe-316 in no way clashed with 
ICL-2904. The Committee were also informed by a representative 
of the Department that at that time the trend of import of com-
puters was r'unning at a rate of 5 or 6 computers and this trend 
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was expected to go up. So it was thought to economise the imports. 
ECIL's TDC-332 was still on paper in the sense they were in the 
process of designing it. There was also a distinct gap between 
TDC-316 and TDC-332. The Department of Electronics wanted to fill 
this gap by, giving licence to an Indian company. At that time only 
ICIM could give the necessary technology. 

4.16. The Secretary, Department of Atomic Energy informed the 
Committee that they had objected to ICL being given licence for 
manufacture of 2904 computers. A representative of the Department 
of Electroni~s admitted that ECIL had requested the Government 
to wait for a year or so. When asked to state the reasons for not 
accepting ECIL's request, the witness stated that the import trend 
was on the increase and the Department of Electronics' assessment 
was that ECIL's TDC-332 programme might not be ready by March. 
1979. Therefore it was thought expedient to get another produc-
tion programme on the ground. In this ccmnection, the Secretary. 
Department of Electronics stated: 

"We are now given to understand that TDC-332 can be made 
fully operational by the end of 1981. There would be no 
conflict, since TDC-332 is very powe:-ful." 

4.17. On being enquired whether all these points were discussed 
with the Electronics Corporation of India, a representative of the 
Department of Electronics informed the Committee. 

"This particular question was examined on technical grounds 
and a Committee was set up by, the then Chairman. 
Prof. M.G.K. Menon. This particular Committee, consist-
ing Of technical people, people from. industries, academic 
institutions and so on, deliberated on the specifications 
for 290312904 series with respect to ECIL's product ranges 
like TDC-316 ann TDC-332. We knew the speciflcations 
of the systems that they already had From point of 
view, we did have discussions, but they were not part of 
the Committee." 

4.18. In reply to a question whether the matter was discussed 
at the highest level with the Department of Atomic Energy and 
whether they were convinced, a witness stated: 

"It was not discussed with the Chainnan, A tomic Energ~ 
Commission, but it was discussed with the manage-
ment of ECIL ... They did not agree, but we made an 
assessment. ' 
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4.19. According to a report appearing in the journal 'Computer 
Weekly International' dated 16-3-1978, ICL would in fact be manu-
facturing 29038 and call them 2904 series. When the Committee 
desired to know whether the Department of Electronics had taken 
any precautions in this regard, the Secretary of the Department 
stated: . 

"Whether it is a small licensed manufacturer with imported 
contents or a large computer manufacturer the licensed , 
party has to provide a phased manufacturing programme 
and a year by year indigenisation programme ... We know 
that they are going according to the phased manufactur-
ing programme. If they are making any deviation, we 
will know it. We have a standing committee which moni-
tors the entire thing. They c::nnot get away like that 
because they have to supply to the various people and the 
computer professional community in this country is very 
wen integrated. We have an effective monitoring mecha-
nism by which we feel we would be able to look into 
this aspect and at present, I have no apprehensions." 

4.20. The Committee were given to understand by ECIL that in 
an earlier case where ICL were given licence to manufacture 1901-A 
computers, that company did not meet the obligations stipulated in 
that licence. Mere assembly operatiO'lls resorted to by ,them resulted 
in neither any technology transfer nor any employment potential. 
The representative of the Department of Electronics conceded this 
during evidence and stated: 

"The facts are like thO't. They did not carTy through the 
programme. They liltopped inbetween." 

4.21. When the Committee desired to know what precautions had 
been taken before granting the licence for 2904 series to ensure that 
ICL would now fulfill the terms of the licence, the WItness stated: 

...... before it was awroved, we had detailed discussions with 
the Indian company as well as the foreign collaborators, 
what technology they were going to have. . . . .. Govern-
ment had the means to control the company and make 
them behave. We have used all the means in terms of 
approving the phased programme and then only licence 
is iSSued." 
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4.22. On the question of the programme of man~ture gtven 
by ICL and quality of computers manufactured 80 far the witness 
.informed: -

"100 computers in five years were to be given. In th,e tirst 
year they have to /produce much smaller number-5 or 6 
and subsequently to increase production to 20 per year. 
They produged five or six. Next year they will be pro-
ducing 18...... The computer performance, we have not 
tested, because that is to be given to the customer. But 
we have checked that this has been manufactured accord-
ing to our approval; the programme is also according to 
our 8Qproval." 

4.23. In reply to a question whether any enquiry had been made 
by the Department about the performance of the computers already 
-supplied to customers by ICL, the witness replied in the negative. 
However, the Committee were assured that this would be done. 

C. ImPOrt of Know-how 

4.24. The Committee were infonned by the Electronics Corpora-
tion that the State Electronics Development COI1?oration while look-
ing for activity, were trying to take up product lines that were 
already existing. This resulted in duplication of the existing activi-
ties. Some times, even the duplication of activity was backed by 
imported technology. In other words for products for which the 
country had indigenous know-how, State Electronic Development 
Corporations were seeking foreign know-how. In this connection, 
the production of semiconductor devices, instrumentation, trans-
receivers etc. by different State owned electronics co:n,orations were 
cited. The duplication of production of such electronic products 
was stated to result in unhealthy competition. 

4.25. When asked by the Committee whether the Directorate 
General of Technical Development did not ensure that import of 
foreign know-how was not allowed in cases where indigenous know-
how was available. the Managing Director, ECIL stated during 
evidence that DGTD was about to clear import in knock-down 
condition of PLC (programmable logic controller) from a foreign 
supplier while the same had already been develor,led by ECIL and 
it has also received an order for Rs. 1 crore from Bokaro Steel 

,Plant. The witness also informed the Committee that Accorr1i"~ to 
Department of Electronics, when some body was issued a It('en~e 
to manufacture, he must also have access to know-how-forei,m or 
India. However. as far as ECIL was concerned, the Committee 
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were given to understand that before sharing the know-how with 
others, it would like to make some profit on the products developed. 
by it. For example Haryana asked for know-how from ECIL for 
the trans-receivers developed by the Corporation. But ECIL dec-
lined the know-how since its production had not stabilised. 

4.26. ECIL has suggested in a note furnished to the Committee 
that for efficient working of the Corporation, Government should 
draw some guidelines as to the areas where is thinks that the pre-
sent technological gap between the foreign and the Indian know-
how was large. and where is was considered necessary to import 
foreign technology and the areas where imported technology would 
not be important. Government should draw guidelines on 3 or 5 
years basis of area which would be reserved for indigenous tech-
nology. 

4.2'7. Asked to state the Government's views in this regard, the 
Department of Atomic Energy intimated to the Committee: 

"The above suggestion was made with special reference to the 
operations of the Computer Grow;> of the Corporation 
whose performance has been adversely affected by the 
liberalised import policies for import of computer systems 
and sub-systems which have made the indigenous efforts 
infructuous. It was therefore suggested that specific areas 
which are of strategic and critical importance and where-
in there is much greater need for sophisticated systems 
which the indigenous efforts may not be able to cater 
to, should be free for im,orts while all the rest of the 
areas and specially the field of consumer electronics like 
TV sets, measuring instruments, calculators etc., should, 
be reserved for the indigenous industry even if it means 
sacrificing on latest available technology and increased 
cost of production. 

The suggestion is based on the fact that if the indigenous 
electronics industry has to gradually become self-reliant 
then we must strike a balance between our desire to keep 
pace with the advances in the electronics technology 
abroad and what can adequately meet our modest requtre-
ments without compromising on the functional require-
ments of the systems. The Department had suggested 
that in areas such as steel, power defence, tele-communi-
cations, atomic energy and spaces it may be necessary to 
adopt the latest electronics systems either because of the 
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large investments in the sector or because of the strategic 
importance. It is also in these sectors that iIlV)orts or 
foreign technical collaboration be allowed in a restricted 
manner and wherever possible such imports be largely 
confined to that of components. In the opinion of the 
Department, foreign collaboration for development of 
electronic sub-systems is not required except in vel', 
special cases. 

While agreeing with the Department's views, the Sondhi Re-
view Committee on Electronics recommended that there 
need be a list of banned items/processes for foreign colla-
boration leaving the entire residual areas free for foreign 
collaboration. The Committee recommended that fall 
powers be vested in the Electronics Approval Board to 
examine and sanction proposals for foreign collaboration 
as well as equity participation even if 'this involves depar-
tures from the existing guidelines keeping the s,ecific 
requirements of the electronic industry in view. The 
Committee, however, did not specify any list of itemsl 
processes or areas which will be earmarked for the indi-
genous industry and those wherein foreign collaboration 
will be banned. 

4.28. In this connection, the Department of Electronics, have 
expressed their views as follows:-

"The process of the proposed identification has to be a conti-
nuous one. Certain areas which have presented them-
selves are those where the reliability of the ,?roducts 
obtaining indigenously can meet the requirements of the 
coming few years. This also applies to areas which 
already have sizable investment. Illustrations can be 
cited as manufacture of Air Route Surveillance Radars, 
certain equipments required for the Meteorological De-
partment etc. The guidelines for industry published by 
Department of Industrial Development contain an illus-
trative list of areas in the Electronic Industry in which 
collaboration with foreign parties has been banned. Th~ 
list include General purpose trang-istors Be Diodes, PAper. 
Mica and Variable Capacitors. TV Receivers. Tap,.-
Recorders, Tela,rinters, P.A. Systems. Record Players! 
Changers. Certain technologies developed indi~enouslv 
through the grants of technology Development CounciT 
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of tbe Department of Electronics sucb ..lS Quartz crystals 
for electronic watches, liquid crystal displays, etc. also 
constitute areas in which no foreign collabot:ations are 
~tted. 

D. Foreign Collaboration 

4.29. The Committee were informed by the Electronic Corpora-
tion of India that it has so far entered into three foreign collabora-
:tion agreements. These are: 

(i) With Mis. NERA Division of Mis. Elektrish Bureau, Nor-
way relating to purchase of designs and ckawings for 
manufacture and supply of microwave Antennas to the 
~eciftcations laid down by P. & T. (9-2-1979). 

(ii) With Mis. Nippon Electric Co. Ltd., Japan relating to 
purchase of written technical information for manufacture 
of cassegrain type earth station antenna including feed, 
with a diameter of 7.5 mts. 4.5 mts. and 11 mts. (25-3-1979); 
and 

(iii) With Mis. Frieseke and Hoepfner GMBH (West Ger-
many), relating to purchase of designs and drawings for 
Isotope gauging equipment for the Bokaro Cold Rolling 
Mill COrnJ?lex in the first instance and to various other 
steel, paper, rubber, textile, asbestos, cement, plastics and 
similar relevant industries thereafter. (4-7-1979). 

4.30. Asked whether any defects were found in the agreements, 
the Corporation informed the Committee that as the collaboration 
agreements entered into with the foreign firms were for outright 
purchase of designs! drawings I know-how, it did not face any diffi-
culties. However, from the details of the agreements furnished to 
the Committee, it was seen that the Corporation would also have 
to make payment of royalty on sales over a long period. On the 
attention of the Managing Director being drawn to this fact, he 
agreed, that it was not a case of outright purchase of technology but 
a collaboration agreement. In renlv to a question, the Committee 
were subseQuentlv informerl bv ECIL that it made a lumpsum pay-
ment of Rs. 8.00 lakhs to NERA. Rs. 8.47 lAkhs to mc and Rs. 9.00 
lakbs to Frleseke and Hoepfner during 1979-80. When the Com-

. mittee enquired whether there was a warr:mtv clause in all t.hese 
. agreements. the witness informer) that the Corooratioll would h",ve 
: .to make extra pavment to the forel0' finn!! if their en~neers came 
. here to remove 'any difficulty and to ensure the performance. 
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4.31. When the Committee desired to know whether horizontal 
transfer of technology by ECIL was permissible, they were informed 
by the witness that the agreements contained clauses according to 
which technology could be transferred to any other party in the 
country only in consultation with the foreign firms. On being point-
,ed out by the Committee that this was restriction unfavourable to 
ECIL, the Managing Director conceded:-

"It is not fully free". 

4.32. The witness, however, r.Jleaded that all these collaborations 
had been looked into by the concerned Ministries, viz. Department 
of Electronic and Electronics Commission who were responsible for 
·ensuring that imported technology was transferred horlzontally in 
the most judicious manner. He further added that 8fl1ltese agree-
ments had been approved by the Foreign Investment Board. 

4.33. The Committee also noticed that the collaboration agree-
ments contained the following clauses regarding export rights:--

(i) Agreement with NERA: ECIL is free to export the pro-
ducts manufactured by them to any third country except-
ing Norway, Sweden, Finland, Denmark, Iceland, Nigeria, 
Bulgaria and China. 

(il) Agreement with Mis. Nipoon Electric C olIlr.J any Ltd., 
A non-exclusive right and licence to export antenna 
manufactured by ECIL using technical information from 
Mis. Nippon Electric Co. to certain countries listed in the 
agreement. 

(iii) Agreement with Mis. Frieseke and Hoepfner, West Ger-
many: A non-exclusive licence to ECIL to use and !leU 
the products in the non-exclusive Territorv during the 
currency of thp agreement. 

When the Committee enquired why such restrictions on export 
were accepted by ECIL, the Manqgin~ Director stated during evj. 
dence:-

"This is part of the bargain. This is the maximum they wert! 
able to agree". 

4.34. While discussing these restrictions on export rights, hor!. 
, zontal transfer of technology within the country. contained tn the 
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collaboration agreements, the Secretary, 'De;?artment of Electronics, 
informed the Committee:-

"Basically the condit;ions imposed by the Govt. are that hori~ 
zontal transfer should be possibly on mutually agreed 
terms and, secondly, the export should be possible to all 
countries where the collaborator does not have any licence" 
to manufacture. We understand, in this case favourable 
conditions have been incorporated.... It is hardly fore-
seen that we will need to transfer present technology to-
another company for some time to come because the 
requirement will not be that mm:h to support the activi-
ties of two companies in this area." 

4.35. The witness, while adding that the agreements had be~n 
fully scrutinised, assured the Committee that their DEQartment 
would examine them with a view to removing any lacunae and 
making them favourable in all respects. 

E. E.hmination of Bottleneck.'!. 

4.36. The Committee were informed by the ECIL in a note that 
the Department of Electronics was responsible for making the recom-
mendations in the matter of issue of licences and for import of elec-
tronic capital goods as well as for permission to enter into foreign 
collaboration agreements for progressive manufacture within the 
country. 

4.37. The Corporation also reported to the Committee that 1n 
order to achieve a significant break-through in production, it was 
essential that certain bottlenecks mostly relating to industrial licens-
ing and import procedures were eliminated. Asked to stated what 
in the opinion of the Government were these bottlenecks and what 
steps were proposed to be taken to remove them, the Department of 
Atomic Energy informed the Committee that according to ECn. man-
agement, the semi-conductor technology was developing rapidly and 
the micro processors in the miniaturised LSI (Large Scale Integrated 
Circuits) chips were now available at very attractive prices. These 
micro-processors were now freely heilng used in control instrumenta-
tion with the result logic and sequential control cards were readily 
fitted into a variety of industrial equipment for the purpose of their 
control and efficient operation. It would, therefore, be very difficult 
to seggregate the control and instrumentation electronics required 
for various machines and equipments for the purpose of monitoring 
imports. ECIL was stated to have suggested a procedure to prevent 
large-scale import of electrical control instrumentation. particularly 
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for large projects which appeared to have been implemented by the 
Department of Electronics of late. Similar complication was stated 
to be developing in the licensing area in the field of control instru-
mentation. A variety of equipment. such as, programmable Logic 
Controllers, Data Acquisition Systems were now being built using 
latest Semi-conductor technology. Even solid State controllers for 
ordinary motors would have simil8l1" control electronics. It was, 
therefore, becoming difficult to define exactly the scope of an indus-
trial licence held by a party. 

4:.38. According to the information furnished by the ECIL, the 
Department of ElectroniCs have announced a new policy in April, 1979 
in reg!ilfd to licensing and development of industries for mini/micro 
computers, electronics calculators and other micro-processor and 
medium/large size computers. The liberalised policy provided for 
careful monitoring application of the more complex products and 
import of various kinds of peripherals. 

4.39. The objectivcs of the policy were stated to be as under:-

(i) Marshalling uses along desired lines; 

(ii) Promoting system engineering capabilities appropria.tely 
in the small scale and the organised sectors: 

'(iii) Bringing about standardization in regard to critical com-
ponents and peripherals to the extent necessary; 

..(i) Ensurng that the indigenous industry is built up based on 
indigenous designing and manufacturing activity rather 
than on import of kits etc.; and 

(v) Import of technology, software etc. wherever needed, are 
approved and monitored in a coordinated manner. 

4.4:0. The policy envisaged setting up of the inter-departmental 
Standing Committee to function in the Department of Electronics and 
the terms of Il'eference were as follows: 

(i) Approval of phased manufacturing programme for the 
industry; 

(U) Approval of raw-materials/components/periphera!s import 
requitrement for the industry. 

(iii) Foreign exchange allocation; 
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(iv) Monitoring of the conditions on the letters of Intent/Small 
scale approvals, 'Vi8~vis having value of less than RB. 3 
\akhs and conformity with the phased manufacturing pro-
gramme; 

(v) ConsIderation of the applicatiOlllS pending in this area and 
also consideration of fresh applcations that may be 
received. instead of normal practice by Screening Com-
mittee. 

The setting up of the Standing Committee was expected to provide 
e. :f()cal point for the development and monitoring of this area of 
industry in a coordinated manner and to examine and dispose of 
applications for grant Of C''''1"'l''ity, import assil;l~ance and any other 
special problem which the industry might encounter in its developing 
l)hase. 

4.41. On being asked why such coordination could not be affected 
earlier, the Secretary, Department of Electronics stated. during 
evidence that the various ingredients of computers-whether micro or 
large-had gone through rapid changes in the seventies. There was 
a revolution in the semi-conductor technology. So it was considered 
fit to allow the industry in the intern'ation'11 ~>cene to settle down 
before taking any decision so that it could ha,'e a cost-e~iective 
approach. The witness added that the technology the world ove) 
effectively sedled down round about 1978, and now the industrie~ 
which have been licensed were going about vigorously on the pro-
gramme of making micro-based systems, micro-computers and mi'ni-
computers. 

4.42. In reply to the question how the arrangement now made 
would mitigate the hardships faced by existing electronic units i.n thf' 
country, particularly the ECIL, the witness stated:-

' ...... the Standing Committee would examine this. Normally 
in such areas, what happens is that various approvals at'! 
well as the requirements of phased manufacturing pro-
~amme as well as the' approval of raw material comper 
nents and equipments, propositions from various companies 
etc. go around between the Ministries. We thought that 
it is expeditious if the various Ministries sit together and 
meet frequently and take decisions and arrive at a 
consensus on a particular approach Il"ather than the matter 
going round in a land-roving fashion." 
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F. Adverse Tariff Structure 

4.43 In a note furnished· to the CommKtee, the ECIL informed 
that at the time of its formation the Customs Duty was 60 per cent 
on electronic components and inS:ruments and 40 per cent on heavy 
machinery imports. This tariff structure continued more or less 
unchanged till the yell'!" 1976-77 except for additional levies in the 
form of auxiliary dutiec; which were gradually increased upto 15 
per cent. After the ECIL specifically represented against 'the high 
incidence of customs duty on computer peripherals and its effect· 
on the marketability of the indigenous computer systems, the cus-
toms duty on computer peripherals were reduced in 1977-78 from 
101.25 per cent to 40 per cent. But this reduced duty was also 
made applicable for imporl of entire compUJZer systems thereby 
again affecting the position of ECIL's indfgenoUs computer systems 
vis-a-vis imported computer systems. It was added by the Corpora-
tion that though the Department of Elec;ronics had a special pro-
cedure for clearing import of computer systems, as far as ECIL 
could see, it was viI1~ually a liberalisation of the import of computer 
systems. In the year 1977-78 the customs duty on electronic com-
ponents was also raised to 129 per cent again affecting l:.he market-
ability of finished instruments vis.-a.vis the imported eqUivalents. 
As of 1979-80 the cus;oms duty has been hiker:! further to 137.6 per 
cent for electronic components, 89 per cent for instruments and 54 
per cent for computer reripherals and computer systems. 

4.44. The Corpora!.ion made a number of representations to the 
Government that the duty structure was heavily wetghted in 
favour of the total systems preventing the growth of the indigenous 
industry. By importing the components and manufacturing these 
products within ,:he country, the indigenous manufacturers were 
put in a great handicaJ) as they were unable to recover the costs 
because of the Dvailability of the imported items at far lower price::;. 
The Government revised the tariff structure in June, 1980 wherein 
components attracl~ed a duty of 56.6 per cent, instruments 89.0 per 
cent and computer systemF: and sub-systems a duty of 69.4 per cent. 

4.45. When the Committee desired 'to know why initially custom!; 
duty on components was kept higher, a representative of the De-
partment of Elect;ronics stated in evidence that there was a basic 
difference in the me::hanisms of protection of different segments ot 
our electronics industry. In the case of computers, no compUlter 
could be imported without detailed SCTUtiny on a case by caSe basi!:> 
by the Departmen: of Electronic'!, This scrutiny was from several 
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aspects, but particularly from the viewpoint of indigenous avail-
ability and import substitution. The import tariff applied only to 
such computers as were so cleared by the Department. There being 
such detailed evaluation in every case, the impoN duty was reduced 
to 40 per cent. 

4.46. This witness added bat. in the case of electronic compo-
nents going into systems and equipments (including computers) 
except for a 'relatively small r amber of components which were on 
the banned list of impf,rt policy. no prote~tion by means of adminis-
1rative regulation was provided. The protection to component 
industry was provided solely through tariffs. A high impO'l't duty 
of 137.6 per cent for.cOinponents was fixed in O'l'der to make our 
,~omponents broadly competitive price-wise with the highly indus-
trialised countries. Without such tariff protection, no one would 
invest in component production with the result tnat the country. 
would be heavily dependent on imported components for its sys-
tem and equipments. 

4.47. The Secretary, Department of Electronics, however ad-
mitted in evidence that the tariff structure was not corre:t and it 
has been corrected. In this connection, the Committee were in-
formed by another witness that as part of the 1~8()..81, Union 
Budget, the import tariff on the components going into mini" micro 
and other types of computers was brought down from 137.6 per cent 
II' 45 per cent (pl'Us 8 per cent countryveiling duty) while on all 
other types of electronic components, the duty continued to be 
1:i7.6 per cent. 

4.48. The working of a business enterprise cannot be assessed in 
Isolation. It has to be viewed in the perspective of the environ-
ment in which the ente~prise is working. The Committee have 
attempted to do this while examining the ECIL. Initially the accent 
in the company was rightly only on import substitution based on 
indigenous know-how. Liberalisation of imports in recent years on 
account of comfortable foreign exchange position and rapid deve-
lopment of technology in advanced countries with which ECIL 
l:ould not keep pace had an unsettling effect on the company's ope-
rations. The demand for products thus came down and production 
had to be curtailed. There was, therefore, need for reorientation of 
the policies and programmes of the company; the need was there 
from 1975-76. In this connection, the Committee apprecite the frank 
deposition of evidence by the Secretary, Department of AtomiC; 
'Energy that "we sbeuld have foreseen that at some stage our own 
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Itechnology would have to be updated to meet that competition. That 
we were at fault, there is no doubt." 

.4.49. In order to cope with the rapid development of technology 
in advanced countries, 13 foreign collaborations are now under 
·consideration besides the three that were finalised in the year 1979-
80. A scrutiny of the terms of the collaboration agreements reveals 
that there a~e several restrictions on export rights and horizontal 
transfer of technology within the country. The Secretary, Depart-
ment of Eletronics assured the Committee that the agreements 
would be examined with a view to removing any lacunae and 
making them favourable in all respects. The Committee would 
,await the result of the examination early. 

4.50. The environmental impact on the ECIL was not confined 
-only to rapid strides in technology elsewhere. The economic and 
fiscal policies of the government did affect the working of the 
company. The Committee, however, see that in a manner these are 
inter-related. 

4.51. ECIL was the only major indigenous enterprise licensed 
,to manufacture a range of computer systems covering the scientific, 
realtime and busine~s ailP1i~ation areas. Over the last 4-5 years a 
number of competitors have emerged to cater to essentially com-
mercial applications. These are reported to be perhaps adopting 
the kit assembly methods by importing fully tested printed circuit 
boards completely assembled with components. The ECIL's griev-
'Bnce is that it is difficult to compete with these almost imported 
products. The Committee desi~e that this aspect should be gone 
into by the Department of Electronics. 

4.52. Incidentally, the Committee understand that licence grant-
ed to ICIM, a subsidiary of ICL for the manufacture of 2904 series 
of computer system was initially object;ect.."ib by the ECIL/Depart_ 
ment of Atomic Energy. According to a report appearing in the 
journal 'Computer Weekly International' the concern would in fact 
be manufacnn-ing a less sophisticated version (29038) than what it 
was licensed for. The Secretary, Department of Electronics. while 
justifying the grant o,f license did not have any apprehension about 
quality. The Committee, however, note that the past performance 
of ICL in India was admittedly not satisfactory. The performance 
of the 2904 computers should therefore be ascertained from the 
users and the Committee informed. 
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4.53. Demand for ECIL computers was also affected by the IBM 
gifting away 150 computers on winding up their operation in India~ 
Further, with the Iiberalised import policy, nearly Rs. 60 cro-:-es 
worth of computers were reported to have been impo"ted in 1977 
and 1978. According to the Managing Direc ,Dr, ECIL the com~ 
pany could have sold Rs. 10 crores worth of compute"s had the im-
ports not been allowed. 

4.54. Admittedly, the customs tariff structure between 1977-78 
and 1979-80 was unsound as it was heavily weighted in favour of 
import of total computer systems preventing the growth of indi-
genous industry. The computer systems and sub systems attraeted 
lower duty whereas components attracted much higher duty. The 
Committee, however, note that afte,:, the company had represented 
a number of times the anomaly has been removed in June 1980. 
The duty on components was brought down from 137.6 per cent 
to 45 per cent plus 8 par cent coun'tervailing duty. The CommitteI.' 
feel that there must be some. arrangement in Government to 
promptly assess the impact of fiseal policies and to change the-
policies to the extent necessary. 

4.55. On the one hand the ECIL's products like computers were' 
reported to have been rendered unprofitable on account of the in-
dushial licenSing and import policies of government, on the other' 
profitable lines of production were either not allowed to be establi-
shed or expanded. The Committee have already referred to the-
expansion of capacity for TV sets. In 1979, the company was refused 
a licence for the manufacture of TV Tubes although it had the neces-
sary know-how on the ground that there waS no need for additional 
capacity. Yet, at the same time, a licence was granted on regional 
considerations to a private firm which did not have the requisite 
know.how, However, rt oame to light that when licences wer& 
granted to some more private units two years later,-the ECIL's 
claim was not considered on a purely technical ground that the 
company did not renew its application. The Committee are unable 
to resist a feeling that had the ECIL been under the administrative-
control of the Department of Electronics it would have made It 
difference. 

4.56. Since 1975-16 there has been progressive Iiberalisation of 
Import control. Lately a wide range of capital goods has ,been 
brought under OGL. The liberalisation is stated to have had the-
effect of encouraKinr considerably import of goods previously not 
aUowed to be imported. Particularly the instruments' division of 
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the ECIL is reported to have been aJlected badly by such imports. 
Owing to liberal imports 01 testing and measuring instruments the 
company income from sales suffered as. 1.ID crores duriag uns-
80. The Committee, however, understand that the matter was not 
formally taken up in time with the Government. The Committee 
desirc that the matter should be examined by Government on the 
basis of the suggestions now given by the ECIL. 

4.57 In a developing situation there is trade off between im-
ports of products and know-how, and indigenous development. 
There has to be a clear policy in this regard, at least in the short 
run, and the areas have to be demarcated so that the Indla-enol1s con-
cerns like the ECIL could plan their activities in advance. Fre-
quent changes in policy and uncertainti(}s can sC"iou<;ly hamper the 
progress of indigenous industry. Thc Committee feel ~at the 
matter deserves immediate consideration. It is apparent to the 
Committee that although the Department of Electronics is respon-
sible for making recommendations in the matter 01 issue of licences 
and import of electronic goods as well as permission to enter into 
foreign collaboration there is not much of coordination with the 
public sector production units and other related admiDf.tratfve 
Ministries. This aspect should also be considered forthwith. The 
Committee are anxious to obviate any kind of hardship unwittingly 
caused to indigenous industry by the operation of economic and 
fiscal policies of Government. In order that this may be ensured 
there should be a periodic and well coordinated review of policies. 



CHAPTER V 

GENERAL 

A. Board of Directors 

5.1 According to the instructions issued by the BPE in 1975 for 
'on going' projects about 43 reports on 11 subjects were to be sent 
by the company to the administrative Ministry at periodical inter-
vals. From the minutes of Board Meetings of ECIL, it was noticed 
th'Bt of these 43 reports, only 4 quarterly profit and loss account 
and financial position reports were being gone into by the Board 
of Directors. When the Committee enquired as to why the Board 
did not go into reports like monthly production performance, 
machine utilisation, sales, order book position, inventory, exports, 
employment, internal resources and management ratios periodically 
to ensure effective control, the Managing Director ECIL stated in 
evidence that the Board met once a quarter and discussed the 
monthly status report which contained data regarding division-wise 
production, sales, pending items, inventories, reasons for deviation 
from planned targets etc. 

B. Annual General Meetings 

5.2. According to Section 171 (1) of the Companies Act, 1956, a 
notice of not less than twenty-one days is required to be givtm in 
writing for holding an annual general meeting. The date of issue 
of notice and the dates of Annual General Meetings of the ECIL 
during the last three years were as follows:-

----------------_._---.., 
Number of Annual General Meeting Date of 

Issue of 
Notice 

Date of 
Meeting 

.. _------- . __ ._---------------
3 1-8-1 g80 6-9- 1 g80 

• 29-7- 1979 1-8- 1979 

11th • 4-g- 1978 4-g- 1978 
.--.------- ---------

U. It was noticed that the notice Of twenty-one days was not 
given in any of the annual general meetings of the company held 
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during the last at least 8 years. Asked to state the special circum-
stances, if any, necessitating holding of the annual general meeting 
at a very short notice. the Corporation in a note furnished to the 
Committee stated:-

"There are no special circumstances necessitating to hold the 
AGM (Annual General Meeting) by giving a shorter 
notice. However, on the dates on which AGMs were held, 
it so happened that invariably a Board meeting was also 
held. The Government Directors being busy and some of 
them also being shareholders, it was felt that holding the 
AGM on the same day as that the Board Meeting would 
facilitate their attendance at the AGM." 

It was added by the Corporat:on that whenever AGM was held 
without giving 21 days notice, waiver of the notice period was ob-
tained from the shareholders as required under Section 171 of the 
Companies Act. 

C. Performance ReView Meetings 

5.4. According to instructionos issued by the Bureau of Public 
Enterprises, Performance Appraisal Meetings in respect of proliuc-
tion enterprises were to be held not less frequently than once in 
six months. These are required to be held every quarter since 19'75 
as per instructions issued in March 1975. Asked. to state the number 
of times such meetings were held in respect of ECIL during the 
period 1977-78 to 1979-80. the Department of Atomic Energy intima-
ted the Committee that two meetings-one in February, 1979 and 
another in June 198O-were held during th;s period. When the 
Committee pointed out the importance of such meetings particularly 
in view of the deteriorating performance of the Corporation. they 
were assured by the Secretary, Department of Atomic Energy 
during evidence:-

"We will hold meetings now more frequently as required 
by BPE." 

5.5. Within the limited time at their disposal, the Committee 
have endeavoured to undertake a fairly comprehensive appraisal 
of the working of the ECIL. Their examination has revealed many 
shortcomings. To overcome these shortcomings control and di~
tion were needed, but both were sadly lacking. There was no effec-
tive check on the management by the Board of Directors or the 
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General Body or even by the Administrative Department. The 
Board failed to give appropriate policy directions to the manage-
ment in time. The Government could have corrected the position. 
In this connection, the Committee note that thou~h a variety of per-
formance reports are sent to Government periodically, even on a 
monthly basis, not all of them were placed before the Board of 
Directors. Surprisingly, the Board had only quarterly meetings 
during the period when the company was in the red. The Committee 
are of the view that there should be tighter control over the man-
agement by the Board rather than by Government and that the 
Board should be made accountable to the Government. There 
should, therefore, be more frequent meetings of the Board. 

5.6. The Annual General Body meetings have been reduced to a 
farce. The meetings are summoned with ridiculously short notice. 
The notice for the meeting on 4 September 1978 was issued on the 
same day. The kind of control that the shareholders could exercise 
on the basis of the documents circulated on the day of the meeting 
could well be imagined. The Committee desire that in future such 
things should Dot happeD. 

5.7. It is distressing that there has been virtually no action orient-
ed reviews of performance of the ECIL by the Department of Ato-
mic Energy. During the last three years 1977-80 only one meeting 
was held as against the prescribed quarterly meetings which should 
have been 12 in all. Especially in view of the deteriorating perform-
ance or the company, performance reviews should be organised in 
the mlUlner already laid down by Government. The Committee 
have no doubt that ECIL would not have landed in this mess had 
the control, coordination and policy formulating system worked 
properly and satisfactorily. 

NEW DELHI; 
April 20, 1981 
Chaitra 3o,-f903 (S)-. . 

BANS I LAL, 
Chairman, 

Committee On Public Undertakings. 



APPENDIX 
Swm:mcllry 01 Conclu.sions/Recommendation.B 01 the Committee Oft 

Pub~ic Undertakings contained in the Report. 

S. No. 

--- ------- -----------
Reference to 
Para No. in 
the Report 

Summary of Conclusions/ 
Recommendations 

- -------------- ------------------------------
(1) 

1 

(2) (3) 
- - -------- --- ------------ -------------

1.19 

1.20 

The Electronics Corporation of In:dia Ltd. 
was set up in 1976 with the primary objective of 
design-ng and manufacturing electronics com-
ponents, instruments and systems. The company 
which had been making profits from the fourth 
year of its incorporation weot into the red re-
cently. There have been heavy losses to the ex-
tent of Rs. 105 lakhs in 1977-78 and Rs. 146 lakhs 
in 1978-79. The total investment fn the company 
by Government was Rs. 1589 lakhs comprising 
Rs. 785 lakhs equity and Rs. 804 lakhs loan as at 
the end of March 1980_ Except in 1972-73 and 
1973-74 no d'vidend was received by the Gov-
ernment so far. Thus, in the age of electronics 
a venture of this kind which ought to be a paying 
proposition has not on Ithe whole given a good. 
acco'~nt of itself and lately has become 'an object 
Of concern. 

The ECIL has at present 13 production 
divisions and it turns out about 250 diverse pro-
ducts. Five production aivisions viz. Computer, 
Semi-conductor, Micro-wave, Servo control and 
Antenna system have incurred losses during the 
last three years. The aggregate losses of these 
divisions were Rs. 162.12 lakhs in 1977-78, Rs. 
297.93 lakhs in 1978-79 and Rs. 122_09 lakhs in 
1979-80. Computers fared very badly through-
out th's period, Product-wise 21 in 1977-78, 30 
in 1978-79 and 12 in 1979-80 were reported to be 
unprofitable. 



(1) 

3 

5 

---------------
(2) (3) 

------------------- ---~-- ----------
1.21 The company landed in this situation on 

account of factors, partly environmental but 
largely of its own making. Excessive research 
orientation rather than commercial, self-imposed 
restraint on adopting foreign knowhow even on 
a selective basis 'n a vastly changing electronic 
environment unprofitable product mix and lack of 
effective market surve)1l3 and sales promotion as 
well as cost efficiency were some of the predo-
minant factors. The economic and fiscal policies 
Of Government have also had an adverse impact 
on the company. Correct've steps have been ini-
tiated belatedly. The Committee have dealt wilth 
these aspects in the succeeding sectfons of this 
Report. 

1.22 The company has since closed down the 

1.25 

microwave division and elim'nated 7 products. 
The Committee desire that the product mix 
should be reviewed critical1~· by the Board of 
Directors periodically and the results of the 
review indicated in the Annual Reports of the 
Directors. The Committee note that the recom-
mendation of the Sondhi Committee for the 
merger of the computer division of th(> £CTL 
with the Computer Maintenance Corporation walt 
to be considered by a hi'gh-power committee-
under the chairmanship of the Cabinet-Secre-
tary. The Committee suggest that pending a 
decision on the merger, the maintenance of the 
ECIL computers with the users should be at-
tended to by the Computer Maintenance Cor-
poration. 

The ECIL took up fnitially commercial ex-
ploitat:on of the capability developed at Bhabha 
Atomic Research Centre and abolll 300 personnel 
of the Research Centre formed the nucleus of 
the staff of the company, The companv was thus 
an offshoot of the Research Centre. The Com-
mittee have received an impression that the-
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6 1.44 

(3) 
---------------

company as not still outgrown the excessive re--
search culture of the erstwhile Atomic Energy 
Establishment. It continued to develop certain 
products though the demand did not justify 
treir development. A number of projects which 
were commercially unviable have been taken up 
for various Government Departments without a 
specific directive from Government. During 
1977.......80, a loss of about Rs. 20 lakhs was in-
curred on five such projects. The Committee 
feel that the time has come for the ECIL to deve-
lop an efficient commercial management culture. 
They have been assured by the Secretary, De-
partment of Atomic Energy, that the R&D acti-
vities of the company were be °ng drastically 
cha'nged and that much of these activities would 
be moved out to the BARC/National Laborator-
ies. The Committee would await the action taken 
in this regard. 

The working capital employed by the ECIL 
:6 disproportionate to its activities and it exceed-
ed six months' value of production at cost from 
year to year. At the end of March 1980 it 
amounted to Rs. 22.72 crores and it was financed 
mainly from eash credit (Rs. 14.37 crores). The 
working capital has been locked up in heavy in-
ventory and trade credi'ts. The level of inven-
tory was Rs. 28.19 crores and it represented 8.9 
months' sales. During the period 1975-80 sales 
consistently fell below the value of production 
except in the year 1978-79. The result was a 
net addition to the inventory of works-;n 
progress and finished goods to the extent of Rs. 
10.97 crores. Losses have arisen from the in-
vestment of the working capital in trading stocks 
that were subsequently rendered obsolete. Dur-
ing the last three years the value of stock 
written off was Rs. 2.22 crores. Inadequate credit 
control has caused large sums to be unnecessari-
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66 
----------

(2) 

2.36 

(3) 

ly immobilised in the financing of credit to cus-
tomers. At the end of March 1980 the out-
standing dues amounted to Rs. 11.24 crores. Of 
these Rs. 199 crores were more than one year 
old, and no interest is charged on the overdues 
although the company pays interest at the rate of 
18.4 per cent on the cash credit it takes for finan-
cing working capital. The situation which contri-
buted in no small measure to the losses of the 
company, thus calls for strict inventory and 
credit control. The Committee would suggest 
the following in particular:-

Uneven sales during the year and building up 
of inventory of finished goods for a long time 
should be avoided by properly staggering the 
production programme and ma-rketing after 
rationalising the product-mix and adjusting the 
production to match the sales. Norms should 
be evolved for inventory holding, and strictly 
enforced. In order to have proper watch ever 
the dis;>osal of inventories whenever any item is 
written off, it should not be removed from the 
main account books reducing the value to nullity. 
A system of incentive for prompt payment of 
dues by the customers and disincentIve for delay 
payment should be adopted. In any case interest 
at the market rate should be charged on out-
standing dues. 

There was shortfall in production (5 to 
19 per cent) and sales (13 to 26 per cenlt) com-
pared to what was planned for by the company 
during all the years 1975-76 to 1979-80. The 9ro-
duction and sales were Rs. 43.61 crores and Rs. 
41-42 crores as against the planned levels of 
Rs. 53.97 crores and RI. 55.61 crores respectively 
in 1979-80. Undoubtedly there has been under-
utilisation of men and machine. A combination 
of fadors has led to this phenomenon. Lack of 
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(3) 
-----

orders for products of some of the divisions and 
delay in completion of long-term contracts are 
stated to be the main reason. There are, how-
ever, production constraints for products of two 
divisions, viz., commercial TV sets and power 
reactor instrumentation and control products. 
There are demand constraints in respect of pro-
ducts of four divisions, viz" cOJXl,puters, instru-
ments, semi-conductor devices and Servo and 
gear motors. Though half of the products of 
the ECIL is monopolistic in nature the other 
half faces stiff competition. The products that 
face such competition are stated to be TV, com-
puter, semi-conductors, 'instruments and com-
munication equipments. The Committee have, 
however, received an impression that the 
existence of a car,:>tive market offered by the De-
partments of Government and other public 
undertakings has lulled the company into com-
placency about sales promotion. The customer 
composition shows that the sales to purely pri-
vate individuals/institutions is only 12 per cent 
excluding TV and 3D per cent including TV. 
In such a situation the cOrJV?any could improve 
its turnover and get over the losses only by 
an imaginative market survey and sales promo-
tion altering the product mfx and cutting down 
on costs. 

The Committee note that in the electronic 
industry where there are multipurpose capital 
goods and testing equipments it is not feasible to 
identify the capacity for production of various 
products. In the alternative it is imperative to 
ensure the a,:ltimum use of men and machines. 
The extent of the use is the index of efficiency. 
The Committee are, therefore, surprised that the 
ECIL has not systematically ascertained the ex-
tent of idle time of men and machines and 
analysed the causes for a meaningful production 
and cost control. It was only recently in 19'79-80 
that the utilisation of machines, each costing 
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(1) (2) (3) 
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9 2.38 

10 2.39 

more than Rs. 50,000 was ascertained. This 
showed that out of 83 such macbines, 31 were 
utilised to the extent of less than 50 per cent 
of the available time. Some of the machines 
were utilised to the extent of 10per·cent. The 
Committee have been informed that 5 machines 
which could not be utilised at all were being 
sold. That there should have been a laxity in the 
past in exercising the kind of control that has. 
been lately brought about is deplorable. The Com-
mittee recommend that there should also be an 
analysis of manhour utili'sat'on for appropriate 
timely action to improve it and to redeploy labour 
wherever necessary. The position in regard to 
manhour and machine-hour utilisation should be 
brought out in the annual ra,ort of the company 
in future. 

There has been deplorably delay for more 
than one year in execution of eight long-term 
contracts of the value range Rs. 47 lakhs to Rs. 
202 lakhs for supply of power reactor instru-
mentation and computer system. The delay re-
sulted in reduction of profits in 3 cases and loss 
of Rs. 24.49 lakhs as against anticipated profit 
of Rs. 10 lakhs in one case. Further, a number 
of major profitable programmes planned for 
1979-80 did not mllterialise. All this clearly 
shows that there has been no system of "roject 
mon'itoring and control. It is only now after the 
Committee took up the ~ompany for examination 
that a system of reporting in this regard to the 
Board of Directors is sought 'to be introduced. 
The Committee trust that in futUre there wilt 
be no negligence on the part of the management. 

TV Division of the ECIL is quite remunera-
tive. The Committee note that though there is 
demand for EC TV sets the production cou1d not 
be augmented, the Government having as a 
matter of policy refused to license the expansion 
beyond 20,000 sets per annum. But the company 
had circumvented this restraint by sharing its 
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known-how with State Electronic Corporations 
and undertaking the marketing of the sets 
(18,000 in 1979-80) manufactured by them. The 
Committee, however, understand that the De-
!;lartment of Electronics have recently recom-
mended expansion of ECIL's capacity to 40,000 
sets. The Committee expect that the ECIL 
should aim at complete customer satisfaction. 

Another division where production constraint 
is encounterd on account Of licensing policy of 
the Government is that of process control instru-
mentat·on. The Committee note that already 
Instrumentation Ltd., Kota and Keltron are in 
the field of conventional instrumentation, but 
the ECIL has also the capability. The Depart-
ment of Electronics are in favour of a division 
of labour amongst public sector compan'es and 
feel that ECIL should confine itself to computer 
based control system. The Committee desire that 
the matter should be settled early so that the 
ECIL can gar up its production programme for 
the future. 

As pointed out by the Committee earlier, 
there is not much of cost control consciousness 
in the ECIL. Selling prices of several products 
had been fixed lower than the cost of production/ 
cost of sales. There were 44 such cases in 1977-
78, 54 in 1978-79 and 32 in 1979-80. With the 
available data the Committee are unable to form 
an opinion as to how far such large-scale under 
priCing was commercially wise. The company's 
expectation in some cases that with the market 
pick;ng up the fixed cost per unit would come 
down, did not Qlaterialise. Further, in a number 
of cases the management had to renegotiate on 
coming to know that the prices quoted before 
undertaking production on contract basis was 
lower than the cost of product:on. Admittedly, 
no scientific standard costing system has been 
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introduced i'n the company. Such a system is' 
necessary for cost control on the basis of analysis 
of usage and rate variances between standards 
'and actuals. The Committee also notice that 
Instruments 'and Computer Marketing Divisions 
are incurring losses on account of the company 
not realising the cost of ;services and the cost 
of spares from the service contract fees and the 
sale price of spares respectively. There is a case 
for 'ncreasing the computers maintenance charge, 
which is at present 5 per cent as ga;nst 11 per 
cent charged by the Computers Maintenance-
Corporation for imported computers. 

According to instructions issued by Govern·· 
ment in December 1968, the pricing of products, 
monopolistic or semi-monopolist:c in nature, 
should be within the landed cost of comparable-
imported goods. In circumstances where the cost 
of production is very high and it becomes neces-
sary to have the prices higher than the landed 
cost the matter should be referred to the admi-
nistrative Ministry concerned for examination in 
depth in consultation with the Ministry of Fi-
nanceiBPE etc. However, the prices of such 
products Of ECIL are stated to be fixed on the 
basis of landed cost plus 20 per cent as per the 
guidelines of Committee of Secretaries. The 
Committee wish to point out in this connection 
that there cannot be a general permission to fix 
the prices at a higher level in all cases. There-
should be a case to case study of the cost struc-
ture and cost efficiency and thereafter the prices 
should be deterrn.fued as otherwise it will en-
courage inefficiency. 

The Committee suggest that in view of the 
foregoing analysis the cost structure and the 
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costing system need to be gone into. On the· 
bas's of a review the .scope for economy should 
be identified and prices rationalised. There is 
scope for cutting down on "overheads" and im-
proving productivity of labour. In a labour in-
tensive industry such as electronics overheads to 
the extent of about 60 per cent seems incredibily 
high. Further, the value added per man month 
declined from Rs. 2045 in 1976-77 to Rs. 1901 in 
1977-78 and Rs. 18H; i'n 1978-79 but increas-
ed to Rs. 2184 in 1979-80. Evidently man-
power utlisation is poor. The Committee desire 
that the ratio of value added to wages plus dep-
reciation which is at present 2 should be pr04 
gressively improved. In this connection the 
Committee would stre&3 that the proposed in-
centive bonus scheme should be introduced with-
out further delay. 

The work'ng of a business enterprise cannot 
be assessed in isolation. It has to be viewed in 
the perspective of the environment in which the 
enterprise is work·ng. The Committee have at-
tempted to do this while examining the ECIL. 
Initially the accent in the company was rightly 
only on import substitut'on based on indigenous 
know-how. Liberalisation of imports in recent 
years on account Of comfortable fore:gn exchange· 

position and rapid development of technology in 
advanced countr'es with which ECIL could nqt 
keep pace had an unsettling eft'ect on the com-
pany's operations. The demand for products thus 

came down and production had to be curtailed. 
There was, therefore, need for reori'entation of 
the policies and programmes of the company; the· 
need was there from 1975-76. In this connection, 
the Committee apprecate the frank deposition 
of evidence by the Secretary, Department of 
Atomic Energy that "we should have foreseen. 



72 
------ ._------ ------

(1) (2) (3) 
-------------------

:16 4.49 

-17 4.50 

=18 4.51 

that at some stage our own technology would 
have to be updated to meet that competion. That 
we were at fault, there is no doubt." 

In order to cope with the rapid development 
of technology in advanced countries, 13 foreign 
collaborations are now under conosideratin be-
sides the three that were finalised in the year 
1979-80. A scrutiny of the terms of the collabo-
ration agreements reveals that there are several 
restrictions on export rights and horizontal trans-
fer of technology within the country. The Secre-
tary, Department of Electronics assured the Com-
mittee that the agreements would be examined 
with a view to removing any lacunae and mak-
ing them favourable in all respects. The Com_ 
mittee would await the result of the examination 
early. 

The environmental impact on the ECIL was 
not confined only to rapid strides it technology 
elsewhere. The economic and fiscal pol' cies of 
the government did affect the workin'g of - the 
company. The Committee. however, see that in 
a manner these are inter-related. 

ECIL was the only major indigenous enter-
prise licensed to manufacture a range of compu-
ter systems covering the scientific, realtime and 
bus;ness application areas. Over the last 4-5 
years a number of competitors have emerged 
to cater to essentially commercial applications. 
These are reported to be perhaps adopting 
the kit assembly methods by importing fully 

tested printed circuit boards completely as-
sembled with component'3. The ECIL's griev-
anCe is that it is difficult to compete with these 
almost imported products. The Committee de-
sire that this aospect should be gone into by the 
Department of Electronics. 
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Incidentally, the Committee understand that 
licence granted to ICIM, a subsidiary of ICL for 
the ll)anufacture of 2904 series of computer sys-
tems was inti ally objected to by the ECIL/ 
Department of Atomic Energy. According to a 
report appearing in the journal 'Computer 
Weekly International' the concern would in fact 
be manufacturing a less sophisticated version 
(2903s) than what it was licensed for. The Sec-
retary, Department of Electronics, while Justify-
ing the grant of license did not have any appre-
hension about quality. The Committee, how-
ever, note that the past performance of ICL in 
India was admittedly not satisfactory. The per-
formance of the 2904 computel'lS should therefor!' 
be ascertained from the users and the Committee 
informed 

Demand for ECIL computers was also affected 
by the laM gifting away 150 computers on wind-
ing up their operation in India. Further, with 
the liberalised import policy, nearly Rs. 60 crore" 
worth of computers were reported to have been 
imported in 1977 and 1978. According to the 
Managing Director, ECIL, the company could 
have sold Rs. 10 crores worth of computers had 
the imports not been allowed. 

Admittedly, the customs tari1f structure 
between 1977-78 and 1979-80 was unsound as it 
was heavily weighted in favour of import of 
total computer systems preventing the growth of 
indigenous industry. The computer systems and 
Bubsystems attracted lower duty whereas compo-
nents attracted much higher duty. The Com-
mittee, however, note that aft~ the company had 
represented a number of times the anomaly has 
been removed in June 1980. The duty on com-
ponents was brought down from 137.6 per cent 
to 45 per cent plus 8 per cent countervailing 
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duty. The Committee feel that there must be 
some arrangement in government to promptly 
assess the impact of fiscal policies and to change 
the policies to the extent necessary. 

22 4.55 On the one hand the E.cIL's products like computers 
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were repo~ted to have been rendered unprofit-
able on ~count of the industrial licensing and 
import policies of gove'mment, on the other 
profitable lines of production were either not al-
lowed to be established or expanded. The Com-
mittee have already referred to the expansion of 
capacity for TV sets. In 1974 the company was 
refused a licence for the manufacture of TV 
Tubes although it had the necessary know-how 
on the ground there was no need for additional 
capacity. Yet at the same time, a licence was 
granted on ~egional c'onsiderations to a pri-
vate firm which did' no: have the requisite know-
how. However, it came to light the when licenses 
were granted to some more private units two 
years later, the EelL's claim was not conSidered 
on a purely technical ground that the company 
did not renew its application. The Committee are 
unable to resist a feel;ng that had the ECIL been 
under the administrative control of the DepR"t,. 
ment Of Electronics it would have made a diffe-
rence. 

Since 1975-76 there has been progressive 
liberalisation of import control. Lately a wide 
range of capital goods has been brought under 
OGL. The liberalisation is stated to have had 
the effect of encouraging considerably import of 
goods previously not allowed to be imported. 
Particularly the instruments' div'sion of the 
ECIL is reported to have been affected badly 
by such imports. Owing to liberal imports of 
testing and measur'ng in'3truments the company's 
income from sales suffered Rs. 1.19 crores 
during 1978-80. The Committee, however, un-
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derstand that the matter was not formally taken 
up in time with the Government. The Com· 

\ ,,~,""" " l'>:t' '., - ' .. ," 

~t~!!E7 desire ~at the' ~t~er should be exa-
mined by Government on the basis of the sugges-
ti~~s ~W give~ by the ECIL. 

In a developing situation. there is trade off 
between 'imports ~f proQuctS and know-how, and 
f~dfgenous" aevelopment. There has to be a 
clear policy in this regard, at least in the short 
run, and the areas have to be demarcated so 
that the ind'genous concerns like the ECIL could 
plan their activities in advance. Frequent changes 
in policy and uncertainties can seriously hamper 
the progress of indigenous industry. The Com-
mittee feel that the matter deserves immediate 
consideration. It is apparent to the Committee 
that although the Department of Electronics is 
responsiple for making recommendations in the 
matter of issue of licences and import of elec-
tronic goods as well as permission to enter 
into foreign collaboration there is not much of 
coordination with the public sector production 
units and other related administrative Minist· 
ries. This aspect should also be considered 
forthwith. The Commfttee are anxioll'3 to obviate 
any kind of hardship unwittingly caused to an 
i!ldigenous industry by the operation of econo-
micand fiscal policies of Government. In cr.der 
lflat this may be ensured there should be a perio-
dic and well coordinated review of policies. 

Within the limited time at their disposal. 
the Committee have endeavoured to undertake 
a fairly comprehensive appraisal of the working 
of the ECIL. Their examination has rpve-Ied 
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many saortcomings. To overcome these short-
comings control and direction were needed, but 
both were sadly lacking. There was no effec-
tive check on the management by the Board of 
Directors or the General Body or even by the 
Administrative Department. The Board failed 
to give appropriate policy directions to the 
management in time. The Government could 
have corrected the position. In this connection, 
the Committee note that though a variety of 
performan~e reports are sent to Government 
periodically, even on a monthly baSis, not all of 
them were placed before the Board of Directors. 
SurpriSingly, the Board had only quarterly meet-
ings during the period when the company was in 
the red. The Committee are of the view that 
there should be tighter control over the mana-
gement by the Board rather than by Govern-
ment and that the Board should be made ac-
countable to the Government. There should, 
therefore, be more frequent meetings of· the 
Board. 

The Annual General Body meetin~ have 
been reduced to a farce. The meetings aTe 
summoned with ridiculously short notice. The 
notice for the meeting on 4 September 1978 was 
issued on the same day. The kind of control 
that the shareholders could exercise on the basis 
Of the documents circulated on the day of the 
meeting could well be fmagined. The Committee 
desire that in future such things shoUld not 
happen: 

It is distressing that there has been virtually 
no action oriented reviews of performance of 
the ECIL by the Department of Atomic Energy. 
During the . last three years 1977-80 only one 
meeting was held as aga'nst the prescribed 
quarterly meetings which should h'IVe been 12 
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in all. Especially in view of the deteriorating 
performance of the company, performance re-
views should be organised in the manner al-
ready laid down by Government. The Com-
mittee have no doubt that ECIL would not have 
landed in this mess had the control, coordina-
tion and policy formulating systems worked 
properly and satisfactorily. 

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