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CORBIGENDA

Lleventh Heport oi thie Lstimates (ommittee on the
Ministry of Transport & Communications - 'ndian
Tel ephond 'ndustries (P) Ltd.. - angalore.

Page 1. para 3. line 4 from bottom  delete the word ‘give’
Page 10, para 27 line 2. for 'reoprt’ read ‘report’

Page 12, para 33, line 5 for ‘or' read ‘of’

Page 1. para 50. line 2. for ‘producers’ read ‘procedures’

Page lg. para §3 line 11 Jinsert ‘be' betveen ‘even' and
12

Page 21. para ¢4. line §. for ‘or' read ‘an’

Page 23. line 14 for ‘production’ read ‘proportien’

Page 25. para 54. line 4 for ‘appreacicte read ‘appreciate:
Page 2¢. para 7y. line 2 for ‘punblic reed ‘public

Page 3¢. para 103. line 3+ for ‘top read 'tap

Page 4¢. pora 131. line 2 for ‘via read ‘vide

PTO



Page $3 para 145. last line: for ‘corelate’ read ‘correlate

Page 5¢. para 15&. penultimate line: for ‘1 1 p ° read
‘1.T.1.

Page ¢0 para 172, line 4: delete ‘and‘' at the end.

Page g1, para 174. line 3§ 4. - for " i.e.1 T 1 's effort’
read ‘({.e. 1T s effort)

Line 5 from botton - for ‘recozmended read
‘recomaend’

Line 3 from bottes for ‘the' read ‘this’

Page ¢5. appendix I piwras 2 § 3 delete last sentence in
each .

Page ¢¢. line ¢ for ‘o' read ‘eof

Page ¢7. line ¢ under Tronsaission Engineering Departaent -
for ‘Rngineer’ read ‘ingineer-

Page 50. col. 3. lime !5 delete ‘ter

Page gl. appendix IV Jine ¢ for "where' read ‘sere-

Page 94. item 39. line ¢ for ‘for' reod ‘far

Page 9¢. item 49 line § for ‘prodcution read ‘production’
Page 9. line ¢ - for ‘excercised reod ‘exercised

Page g§. ites 55. Jso |  for ‘hould reod ‘would
Page 105. line 3 fer ‘L-pu-quuu_- read ‘implementatien’

Page 107. ites 17. Jine ) - for ‘worksmen' reed ‘workmen's:
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INTRODUCTION

I, the Chairman, Estimates Committee having been authorised by
the Committee to submit the report on their behalf, present this
Eleventh Report an the Ministry of Transport and Communications
(Department of Communications and Civil  Aviation) —Indian
Telephone Industries (P), Ltd. The Report embodies the conclu-
sions of the Committee on the Indian Telephone Industries (P)
Ltd., Duravanindgar, Bangalore. It also includes the Committee’s
findings on a few aspects of the telephone expansion schemes of the
P. & T. Department.

2. A statement showing an analysis of the recommendations con-
tained in this report and the estimated economy which might result
from their implementation (wherever it could be calculated) is also
appended to the Report (Appendix VI).

3. The Committee wish to express their thanks to the Officers of
the Ministry of Transport and Communications (Department of
Communications and Civil Aviation), Indian Telephone Industries
(P) Lid., D. G. P. & T. and Ministry of Finance (Communications)
for placing before them the material and information in connection
with the examination of the Estimates. They also wish to thank the
representatives of the Institute of Tele-Communication Engineers,
New Delhi and Shri H. N. Srivastava (Retired Additional Chief
Engineer, Posts and Telegraphs) for giving evidence and making
valuable suggestions to the Committee.

BALVANTRAY G. MEHTA,
New DELHI; Chairman,
The 24th March, 1958. Estimates Committee.



1
INDIAN TELEPHONE INDUSTRIES (P) LTD.

Introductory

'The growth of telephone communications along with other modes
of communicatiops is an integral element in the economic and techno-
logical advance of the country. Some idea of its importance may be
had from the fact that the Second Plan provides inter-alia for the
installation of 1,80,000 telephones. Further the telephonic industry
has also been included in Schedule *A’ of the Industrial Policy Resolu-
tion for development by the State.

2. The requirements in respect ol telephonic equipment apart
irom those which were manufactured in the P & 'T" workshops, were
lormerly mostly imported from abroad. The decision to start a
manufacturing umit for automatic telephone equipment was taken in
1947, For want of experience in this line as well as of the necessary
patents and manufacturing rights, the assistance of foreign firms of
1cpute who were specialists in this line was sought. After negotiations
with a number of manufacturers, the Automatic Telephone and
Flectric Co., Ltd., Liverpool (U.K.. (A.T.E.) was selected by Govern-
ment and later an agreement was entered into with that Company
tor providing the essential 'know-how’ and technical assistance for the
purpose of establishing a telephone tactory in India.

5. The “Indian Telephone Industries” (1.1.1., which was the first
industry to be started by the national Government was established at
Bangalore in July. 1948 1o undertake the manufacture, assembly,
buying, selling etc.. of tele-conununication equipment such as automa-
tic telephones, carrier equipment. transmission equipment etc., for
supplying the requirements of the country. It was under the direct
control of the Government until 31st January, 1950. To enable the
organisation of the Factory being modelled on commercial lines and
to give it the necessary Hexibility in administrative matters, it was
decided 1o give run the Factory as a Company. Accordingly, the
“Indian Telephone Industries. Ltd..” was formed with effect from
the 1st February, 1950, with an authorised capital of Rs. 250 lakhs,
which was later increased to Rs. 400 lakhs.



II

AGREEMENT WITH THE AUTOMATIC TELEPHONE AND

ELECTRIC CO.

A. Selection of A.T.E. as collaborators and consultants

4. The procedure followed when entering into an agreement with
the A.T.E. tor the estabushment ot a leephone Industry in the
country was in brief as tollows:—

(i) No global tenders were invited as, it was explained, there

(ii) In

was no quesuon ot making purchases ot any stores and
equipment and the 1dea was (o €nter 1o an agree-
ment tor developing the manutacture ol telepnone
equipment. A techiucal othcer ot the P &'l bepart-
ment was sent abroad between 2lst December, 1947
and 2znd levruary, 1943 to contact the leading manu-
tacturers of telephone equipment. He received 4
ofters in Europe including we one from U.K. These
were reported to the Government ot India on return
from abroad on the 25th2bth Fkebruary, 1948. Two
ofters—one trom the A.T.E. and the other from a
Swiss hrm—only were considered since the terms of the
other two ofters were not considered favourable as

they did not agree to supply the equipment imme-
diately.

view of the fact that the Swiss hrm had demanded a
payment of Rs. 23 lakhs during a period of 15 years as
against Rs. 87 lakhs demanded by the A.T.E., negotia-
tons were started on 28th March 1948 with the tormer
by a team of two officers sent by the Government of
India to Swiwzerland. However, the Swiss firm later
put up revised terms which involved besides a cash
payment of Rs. 146 lakhs for a period of 15 years as
royalty, an obligation to place orders for a specified

large number of equipment and as a result negotiations
were started with the A.T.E.

(iii) The negotiations were finalised in Switzerland with a

representative of the A.T.E. during April, 1948 by the
Secretary, Ministry of Communications, who returned
to Delhi on the 26th April, 1948 and brought with him
the draft agreement. The proposal for finally execu-
ting the agreement was submitted to the Cabinet on
the 28th April, 1948 which approved it on the 30th



April, 1948. The agreement was finally signed by the
Minister for India in Switzerland with the A.T.E. on
3rd May, 1948.

5. While the dglegation was in Switzerland, a proposal was also
made by an American firm, 1.8.E.C. in this connection. It involved
the payment of 2-1/2% royalty tor the period of agreement (15 years)
and payment for*services as consultants at 3 per cent for 10 years.
This would have amounted to Rs. 133 lakhs. At the same time, it
would have covered some items other than pure telephone equip-
ment, e.g., radio, and wireless equipment, etc., tor which later another
agreement was eéntered into with the C.S.F. for setting up the Bharat

Electronics (P) Lid., (B.E.L.), the fees (apart from royalties) tor
which would amount to Rs. 53 lakhs over 10 years.

6. The following considerations, it was stated, weighed with the
Government while selecting A.T.E. for collaboration:—

(i) The terms offered by the A.T.E. were more favourable.

(i) Sterling expenditure was preferred to expenditure in
dollars.

(i) Almost all the telephone equipment at that time in use
in India was ot the Briush pattern.

7. The Committee understand that no project report which
could have been uulised by the management as a plan showing
details ot and targets tor setting up the tactory, cost, programme ot
production and expansion etc. was prepared or submitted by the
Automauc ‘l'elephone and Electric Company to the Government
ot India. It was stated that the Agreement provided for necessary
technical assistance to Government 1n connection with the establish-
ment of the tactory, use ot patent rights, manutacturing data, draw-
ings, etc., and also tor Automatic 'l elephone and Electric Co., to act
as consulting engineers to the Indian 'I'elephone Industries and that
possibly as a result no project report was got prepared. It was fur-
ther explained that the principal purpose ot the Agreement, viz., to
obtain the 'know-how’ to enable the establishment of a factory in
India for the manutacture ot telephone equipment had to a consi-
derable exteut been carried out. However, the Committee feel that
it would have been advantageous to get a project report from the
A.T.E. not merely to serve as a short-term and long-term plan but
ai50 as a means of watching and judging the progress made from

time to time and that in its absence it is somewhat difficult to make
a correct assessment of the actual progress.

B. Clauses 1 and 10 of the agreement—Territories of operation and
. Exports
8. Clause 1 of the Agreement restricts the territory of operation
of the 1.T.l. in the matter of supply of telephonic goods, etc., to
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Pakistan, Burma and Ceylon (apart from India) as long as these
counries decide not to obtain their supplies from or through the
Government of India in which case they would be excluded from
the territory of the Agreement. The Committee were informed
that the LT.1. agreed in 1954 that A.T.E. could carry on business
in Pakistan for a period of 5 years with effect from lst September,
1954 on a commission from the A.T.E. varying from 2}% 0 5%
depending on the type of equipment. The L'f.1. also allowed
A.T.E. to supply certain equipment to Ceylon on which the A.T.E.
agreed to give the L1.1. 24% commission.

9. Clause 10 of the Agreement restricts the exports of L'T.l. to
the territories mentioned in Clause 1 above. The Committee were
informed in this connection that the question ot exports had really
come up only recently and at present about 10 per cent of the pro-
duction could be exported. It was also stated that the A.T.E. had
given permission to the 1'T.1. to hnd export markets in Egypt, (after
1t had once been retused earlier) and Afghanistan for a limited
period but had refused it tor Sudan. In some other cases permis-
sion had been given in particular instances only.

10. The Committee teel that the limitations reterred to above
have precluded the L'I.1. from extending its operations to othel
areas where 1t could tud a ready market especially now that the
L'T.1. has the capacity and means to undertake production for this
purpose. ‘They were informed in this connection that the AT.E.
had already been addressed by the 1.T.1. to modity these clauses so
as to include some more territories for LT.1. to do business for a
specihed period. While the Committee hope that these efforts will
meet with success, they would necvertheless suggest that in simila
cases where the Gouveirnment of India may enter into agreements
with foreign fums for the establishment of industries in the country,
due care should be taken not tu fetter themselves tov much by res
tricting the territory of operation.

C. Clauses 4 and 5—~Technical Information etc. from Odher
Manufacturers

11. In terms of clauses 4 and 5 of the Agreement the A.1.E.
undertook to grant to the L'I.1. an exclusive royalty-free licence
under all patents owned by it or under which it is in a position to
grant licences for manufacture and use of equipment. In the case
of patents acquired by it from another party for which the A.T.E. is
obligated to pay royalties to that party, the LT 1. has to pay royalty
. or other consideration in connection with the use of such patents

calculated on a priority basis having regard to the extent o the use
thereof in items manulactuted by the L'I.1. under this agreement.
At the same time, when the Government becomes possessed of, or are
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in control of, any invention relating to telephone equipment, it
shall have to indicate the same to A.T.E. and give A'T.E. a non-
exclusive royalty-free licence to use such invention outside the terri-
tory of this agreement. In the case of all other patents which be-
come vested in or are acquired by the Government, the Government
shall give A.T.E. a non-exclusive licence to use such inventions
outside the territory of this agreement on such terms and conditions
as may be mutuatly agreed to.

12. While the above clauses appear quite satisfactory from the
legalistic point of view, the Committee feel that in their practical

operation, these shave placed the 1.T.I1. in a disadvantageous position
inasmuch as—

(a) these clauses virtually prevent the 1.T.1. from getting any
technical know-how from any other manufacturers for
the production of items which are either outside the
scope of the Agicement or which the A. T .E. themselves
are not in a position to manufacture efficiently, the
reason being that while such manufacturers may be
willing to  pass technical know-how to I1.T.A. for
adequate consideration, they may not do so, if the
information is to be passcd on to A.T.E. who may be
their competitors.

(by any information of a developmental nature resulting
from research or de'-'elopnu*nr work carried out by any
organisation in this counirv and made atailable to
1.T.1. would automatically he accessible to the A.T.E.
who could utilise it.

13. The Committee were told that no information was available
to show the precise circumstances leading to the drafting of these
particular clauses in the Agreement and that so far no case had arisen
where the L'T.1. had to give such information to the A.T.E. They
were also informed that the LT.L. had so far utilised three-fourth
of the patents vested in the A.'T.E. and thev hoped to utilise the rest
by 1963, when the Agreement with that Company would terminate.

14. While the Committee are glad to note that the 1.T.I. have
so far utilised three-fourth of the patents vested in the 4.T.E. they
are not happy that such clauses should have been included in the

Agreement even from the commercial point of view.

15. Incidentally, the Committee fail to understand :chy infor-
mation is not available in the Ministry to show how these clauses
were included in the Agreement. They would suggest that while
examining the implications of various clauses contained in agree-

ments which Government might enter into with forcign firms or
consultanss. a contemporary record of the discussions leading to the
acceplance of the provisions contained therein should invariably be
kept in the Ministry concerned.



6
D. Clause 9—Supplies of Telephonic Equipment from A.T.E.

16. Under clause 9 of the Agreement, import of telephone
equipment (as detailed in the schedule attached to the Agreement)
will be effected exclusively from or through the A.T.E. Further, a
subsequent letter of Agreement dated 24-6-48 stipulates that Govern-
ment obtain all its transmission equipment from the A.T.E. and also
that as and when A.T.E. manufactures such items, Government
would subject them to a field trial for four months and if they were
satisfactory, such equipment would be placed in the schedule of items
that would normally be obtained from the A.T.E.

17. In a note submitted to the Committee it has been contended
that though the clause has resulted in some difficulties inasmuch as
purchases from A.T.E. like carrier equipment as well as from others,
particularly switching telephones from General Electric Co. were
delayed and the prices paid through A.T.E. were more than for direct
supplies (which are stated to have been corrected subsequently after
discussion), these conditions were not considered unfair in the
circumstances prevailing at that time. It has also been stated that
this matter was also taken up with A.T.E. in 1954, but that Company
was not willing to accept a change.

18. The Committee feel that this Clause has placed a very severe
restriction on the choice that could have been normally exercised in
obtaining tele-communication equipment from manufacturers other
than A.T.E. especially those in which the A.T.E. itself has not been
fully established, as also while undertaking major projects like
co-oxial links etc. They also understand that it is impracticable to
obtain a large quantity of equipment on a trial basis, assess their
performance in a limited period of four months and return them if
unsatisfactory without any serious detriment to the Project. The
Committee consider the inclusion of this Clause in the Agreement as
very unfortunate. They recommend that as a rule Government
should not fetter themselves by such obligations and should, if at all
necessary, commit themselves to get only a part of their requirements
from the company with whom they enter into such agreements.

19. The prices charged by the A.'T.E. for equipment supplied by
them are governed by the provisions of Clause 9 of the Agreement
which provides for charging the British Post office home prices or
where no such prices exist, the most favourable prices charged to other
customers. It has been arranged between.the 1.T.I. and A.T.E. that
while the B.P.O. will certify the reasonablencss of the prices of such
equipment as is also being supplicd to them (B.P.O.) in other cases,
the auditors of A.T.E. will certify that the prices charged were not
higher than the most favourable prices charged to other customers.
During discussion, the Committee were informed that the provision
for linking the prices of equipment supplied by the A.T.E. with the
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B.P.O. prices had worked satisfactorily, since the B.P.O. had quali-
fied cost accountants and also had facilities for ‘making an on-the-spot
cost check. This question has been discussed by the Public Accounts
Committee in paragraph 66 of their Tenth Report, and the Com-
mittee do not wish therefore to comment on it here.

E. Clause 6(v) and 6(vi)—Technical Assistance under the Agreement

20. Under the Agreement, the A. T .E. were to furnish to the L.T.I.
assistance in thg field of training of personnel. So far they have
trained at their works in U.K. a number of technicians and engineers
of the L.T.I. Besides, under clause 6 (vi), 23 experts and technical
advisers were also deputed by the A.T.E. for rendering assistance to
the I.T.I. from 1948-56. As regards the future, it was explained that
L.T.I. do not consider it necessary to obtain any experts or technical
officers from the A.T.E. but that a few more Indian engineers will
be sent to A.T.E. for training in transmission equipment. The
Committee hope that full advantage of the Agreement will be taken
to get as many persons trained at the A.T.E. Works or by their experts
as possible within the currency of the Agreement.

F. Clause 13—Payments to the A.T.E.

21. In accordance with the terms of Agreement with the A.T.E,
the following payments were to be made to it for the various services
and assistance rendered to the 1.T.I.:—

(a) £1,00,000 (made up of £50,000 in cash and another
£50,000 in free scrip in the IL.T.I) in consideration
of their patent rights and know-how to be made avail-
able by them to the 1.T.I

(b) A payment of 1}4% on the invoiced output of the 1.T.L
less the amount of equipment imported from the A.T.E.
for manufacturing data and information to be supplied
throughout the life of the Agreement, and {9, on the
invoiced output of I.T.I. as defined above to be made
towards the technical development and research facili-
ties to be given to the LT.L

(c) For the services of experts and technicians and the pro-
visions for ordering, purchasing and following-up and
for tool design and detailed lay-out of the Factory, the
cost of such services including overheads associated
therewith plus 5 per cent.

(d) A further payment of out-of-pocket expenses plus 5%
thereon for the services rendered as consulting engi-
neers



22. The following payments have been made to A.T.E. so far:—

(a) 1948-49 £50,000 (Rs. 6,66,700) immediately after signa-
ture of the Agreement under clause 13 (a) thereof.

(by Dividends

1955-56 Gross Rs. .25,012-8-0
Net Rs. 7.894-10-0

(c) For services rendered: [C1.13 (¢) (i) and 13 () (ii)]

Year Amount

1948 £2,578-06 §

1949 £4.337-2.8

1950 £4,820-6-8

1951 £6,586-00 > Rs. 3.99 lakhs)
1952 £3,749-0-0 |

1953 £4,331-0-0

1954 £ 3.564-0-0

1955 £6.898-0-0 Not yet paid
1956 Not vet paid

(d: Shares worth Rs. 6.66.700 '- allowed as free scrip in lieu
of the pavment of £50,000.

23. So far no pavment is stated to have been made to A T.E. for
the supply of manufacturing data and technical development and
research information though for the period 1949-50 o 1953.54 a
statement of dues has been prepared. the total value of which is
Rs. 95,190°-. It is to be paid on reccipt of the acceptance of the
AT.E.

24. It would be observed from the above that so far payments
amounting to Rs. 17.3 lakhs have actually been made to the A.T.E.
under clauses 13(a) and 13(¢) of the Agreement as against Rs.
87 lakhs contemplated to be paid during the fifteen years when the
Agreement was signed [vide para 4 (iij]. As stated earlier no pay-
ment has so far been made under clause 13 (b), which provides for
payment of royalty at the rate of 297 of the invoiced output of L.T.L
It was likely, however, that a sum of about Rs. 2 lakhs including
Rs. 95,190 referred to in para 23 would have to be paid to the AT.E.
up to March, 1958. On this basis the invoiced output of the L.T.IL
for the years 1949-50 to 1957-58 works out to about Rs. 1 crore while
from the original proposal it would appear that the royalty was to be
worked out on the basis of the production of Rs. 20 crores. It was,
however, pointed out that the procedure for working out the royalty
had not been finalised because materials, equipment, etc. imported
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through A.T.E. were excluded from the invoiced output for calculat-
ing royalty and, therefore, this did not give an accurate idea of the
LT.L's efforts for production. How ever, in the absence of a Pro-
ject Report, the Committee are not in a position to comment on the
progress of actual production in the Factory, for the purpose of CI 13
(b) of the Agreenlent. Nevertheless. it would appear that the actual
production in the 1.T.I. has fallen short of that contemplated at the
time of the Agraement. The Committee, therefore, feel that there
is no reason to feel complacent in regard to the progress made by the
1.T.I. so far. They recommend that this matter may be re-examined
by the Management.

G. Clause 13—Investment by A.T.E.

25. Under clause 13 (a) of the Agreement shares of the value of
Rs. 10.00,500 out of the total share capital of L. T.I.. wviz.. Rs. 4
crores are held by AT.E. Ten per cent of any additional shares
which may be issued are also required to be reserved for A.T.E.
These upto £100,000 could be got redeemed at the request of the
A.T.E. at anyv time five vears after the signing of the Agreement.
Further, during the period of the Agreement, the A.T.E. are entitl-
cd to one seat on the Board of Directors of 1.T.I.

The Committee suggest that these provisions may be reviewed
and discussed with A.T.E. if considered desirable. in the light of the
changes made in this regard in the agreements entered into by the
Hindustan Machine Tools (P) Ltd. and Hindustan Steel (P) Ltd.
«with their foreign consultants, as a result of which the latter func-
tion only a« Technical Consultants.

H. General

26. The Committee were glad to be assurved by the representa-
tives of the Ministry that the Agreement has on the whole worked
satisfactorily so far in spite of a few deviations here and there and
that it had achieved its main purpose. However. there had also
been cases where—

(iv the 1.T.1. have had to purchase plant and machinery from
the 4. T.FE. in excess of what wes strictly required and
that some of this machinery is still Iving idle (vide
paragraph 70 and 104):

{itv there had been delavs in the matte) of getting manvifactur-
ing data and other technical information especially in
regard to Carrier Equipment as a vesult of which pro-
duction in the transmission division has been delaved
by 113 years;
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(iii) there had been difficulties in the matter of getting sup-
lies of certain materials through the A.T.E. which
as also resulted in higher prices being paid than for

direct supplies. (These prices are stated to have been
got rectified later) ; and

(iv) there had been difficulties in the settlement of bills res-
ulting in avoidable delays in payments.

27. The Committee feel that these difficulties could have been
avoided at least partially had there been a project reoprt. However,
they hope that these and similar other points will be amicably discus-
sed by the I.T.I. with the A.T.E. and resolved (to the
extent possible) and every effort made to secure the effective utilisa-
tion of the Agreement.



I
ORGANISATION

A. Board of Directors

28. The business of the Company is managed by a Board of Direc-
tors in whom is vested the day-to-day management of the company
except for certain policy matters which are reserved by the Govern-
ment of India. iThe number of Directors of the Company under the
Articles of Association of the Company is determined by the President
of India, who has the right to appoint all the Directors with the excep-
tion of the Director to be appointed by the A.T.E.

29. The Board at present consists of 8 Directors, 7 of whom have
been appointed by the President while one has been appointed by the
A.T.E. Ltd. under clause 13 of the Company's Agreement with the
Government of India. The present composition of the Board is as
follows:

Chairman: Secretary to the Government of India in the Ministry of
Transport and Communications (Department of Com-
munications and Civil Aviation.)

Directors: (1) Chief Engineer, Posts and Telegraphs (P. & T.).
(2) Representative of the Finance Ministry.
(3) Representative of the Government of Mysore.
(4) Representative of the A.T.E.
(5) Representatives of the Industry:—
(a) Sir Vithal N. Chandavarkar, Bombay.
(b) Shri 5. M. Ramakrishna Rao. Bangalore.
(6) Managing Director, 1.T.I.

Thus, there are as many as 5 officials on the Board of Directors and
the Managing Director is the only whole time Director.

30. The propriety of appointing the Secretary of the parent Minis-
try as the Chairman of the rd of Directors of a Government Com-
pany has already been dealt with by the Committee in paras 4748 of
their 39th Report on the Bharat Electronics Ltd. Bangalore. Further,
the inherent anomalies and dangers of such an arrangement have also
been demonstrated. The Committee recommend that early action be
taken to appoint a Chairman with requisite qualifications and aptitude
who holds no post in the Secretariat or has severed his connection with
the administration. Thev would further suggest that persons with
business experience who might have no interest in private under-
takings and also persons of experience in financial matters and in tele-
communicalion engineering should be associated with the Board in

11
118 L8.-2
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terms with the recommendations contained in the Committee’s Six-
teenth Report. To the extent possible, they could also act as func-
tional aduvisers in various matters and provide technical services in the
fields of production, performance measurement, etc.

31. The Ministry of Transport and Commun:cations is the admi-
nistrative Ministry controlling the I.T.I. The Government of India
have reserved powers only in regard to the following:—

(i) Appointment of Directors:
(ii) Remuneration to be paid to the Directors;
(iii) Obtaining of Loans: and ;
(iv) Obtaining allotment of foreign exchange for sending per-
sonnel abroad.

When asked whether the 1.T.I. had experienced any difficulties on
account of these limitations on the powers of the Board of Directors, it
was stated that no difficulties had been felt by the management in this
connection.

32. The Committee found that on a few occasions references had
been made by the L. T.l. to the Government of India where in fact
from a business point of view, decisions could have been taken by the
Board itself e.g., the terms for the export of I.T.L.'s products to Indo-
nesia on a credit basis were referred to Government for their approval
possibly because 1.T.I. wanted Government to stand security for the
dues which it is understood was not agreed to by Government. Even
apart from such references the presence of the Secrctary and other
Government officials on the Board would itself tend to increase depen-
dence on Government even excluding the dependence on the P & T
Department to determine the production programine. The Commit-
tee would recommend that the Board should take maximum responsi-
bility and function on business principles and not look to Government
for guidance in matters where decisions could be taken by it.

33. Incidemally, it also appeared to the Committee that the Board
of Directors had been spending considerable time discussing matters
which could be dis of by lower authorities to whom powers have
been or could be delegated e.g.. extension of posts, sanction to leave,
fixing or transportation charges lor officers using Company’s call-vans,
advances for purchase of cycles, water supply arrangements, re-appro-
priations undcr-limits of the master budget etc. The Committee
consider that the Board of Directors should concentrate on policy
matters and measures to improve efficiency, economy and ";roduclion
and that there should be suitable delegation of powers to the authori-
ties on the spot for execution of day-to-day work. It will be appre-
ciated that unless theve is effective delegation, there can be no efficient
functioning. The Committee would recommend that with this end
in view the delegation of powers to lower authorities should be re-
viewed by the Management. They would further suggest that it
should also be ensured by the various authorities that the powers dele-
gated to authorities belou them ave actually exercised.
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B. Organisational set-up

34. A Chart showing the present organisational set-up of the L.T.L.
is given at Appendix I with an explanatory note. As would be ob-
served therefrom the organisation consists of 3 major departments each
under a Senior Divisional Head, 3 intermediate and 4 minor Depart-
ments and 4 Branch offices. These are supervised by the General
Manager, Manager and the Finance and Accounting Manager, under
the over-all supervision and control of the Managing Director, who is
responsible to the Board of Directors.

35. Unlike the Hindustan Aircraft (P) Ltd. and Bharat Electro-
nics (P) Lud, ﬂangalorc, the I.T.I. has no Board of Management.
However, during discussion, it was explained that the I.T.I. followed
a method of holding weekly consultations with the Heads of Depart-
ments on various matters which helped the Managing Director in
reaching decisions.

36. The Committee examined the justification for the existence of
separate posts of General Manager (Rs. 1300—60—1600) and Manager
(Rs. 1300—60—1600). It was explained that the extent of supervi-
sion over the various departments in the I.T.I. was considerable and
that while the General Manager was responsible for the Transmission
Dcpartment, the M.A.X. factory, Stores and Shipping Department etc.,
the Manager looked after the Administration, Branch ofhces, pur-
chases and sales, Engineering and Construction Departments. The
Committee do not feel that the division of work between the General
Manager and Manager has been made on a very rational basis such as
would ensure maximum co-ordination. Further, they also observed
an anomaly in that the Head of the Transmission Department drawing
a salary in the scale of Rs. 1300—1600 iworked under the General
Manager who also drew pay in the same scale.

37. The Committee would deprecate the existence of avoidable
intermediate supervisory officers especially in an industrial and com-
mercial undertaking like the 1. T.I. The Managing Director ex-
plained that they were necessary since it would be difficult for him to
coordinate the work of 10-12 heads of Departments. The Committee
feel, however. that it should be possible for the Heads of major Depart-
ments at least e.g., the Transmission and Engineering Departments to
function directly under the Managing Director. especially since the
present incumbent is himself a technical officer, while the General
Manager might control the other important Departments. Under
this arrangement. it might be possible to abolish the post of Manager,
The Committee would recommend that the organisational set-up of
the 1.T.I. should be reviewed in the light of the above remarks, as
well as of the position obtaining in modern undertakings elsewhere.

38. Further, to ensure better coordination, the Committee would
suggest the formation of a Board of Management, as in the H.A.L.
etc., consisting of the Managing Director and Senior Officers of the
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L.T.I. to assist the Managing Director in the exercise of his gaowers,
functions and responsibilities not in an informal manner but by
holding meetings at regular intervals, maintaining records of pro-
ceedings etc. In this coanection, they might mention that the practice
of having Boards of Management which involves collective and to
that extent considered decision-making and encourages joint responsi-
bility among senior officers has become extensive in most enterprises.

C. Finance Committee

39. The Committee understand that there is a F.nance Committee
consisting of 3 Directors of the 1.T.I.—The Managing Director, the
Chief Engineer, P & T, and the representative of Ministry of Finance.
It holds regular meetings for considering all financial matters and is
stated to be working more on conventions than on definite delegations.
The recommendations of the Finance Committee are placed before the
Board of Directors for approval.

40. The Committee do not appreciate the association of the Chief
Engineer, P & T, and the representative of the Ministry of Finance,
with the Finance Committee, especially in view of the fact that they
are stationed at New Delhi where they have other responsibilities
also. Further, in view of the fact that there is no delegation of
powers to that Committee so that all its recommendations have to be
placed before the Board of Directors, three of whom constitute the
Finance Committee, the Committee do not quite understand the
justification of such a Committee with the present composition.
They consider that while important financial maetters should be
considered by the Board of Directors, there should be sufficient
delegation of authority below that level for which purpose they have
already recommended a Board of Management. The Committee,
therefore, suggest that the continuance of the Finance Committee
may be re-examined.

D. Branches of 1.T.I.

41. There are at present 5 Branch offices of the 1.T.I. (P) Ltd,, at
Calcutta, Bombay, Delhi, Madras and London. The Branches at Cal-
cutta, Bombay and Madras are mostly concerned with imports clear-
ance work, maintenance of PAXs etc.

42. The expenditure incurred on the following offices during the
year 1956-57 is as follows:—

Rs.
Calcutta .. .. .. 1,06,624
Madras .. .. .. 13,680
Bombay .. .. .. 66,014

Delhi .. .. . 14,136
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43. The Committee feel that it might perhaps be more economical
to entrust the work relating to the clearance of stores received from
abroad and forwarding them to the Head Office, at present handled
by these three Branches, to the Clearing and Shiffing Agents approv-
ed by the Goveriment of India. They would suggest that this
question may be examined in consultation with the Ministry of
Transport and Cemmunications.

44. The Delhi Branch on which an expenditure of Rs. 14,136 was
incurred in 1956-57, is mostly concerned with work relating to liaison
with P & T and¢Government of India. The Committee feel that the
justification for its continuance mav also be re-examined to see whe-
ther this work can be done through some other agency, such as one of
the Committees discussed later.

45. As regards the l.ondon Branch, the Committee were informed
that it has at present one Officer and two clerks and that it would have
to be continued till the agreement with the A.T.E. was terminated.

46. The Committee discussed with the representative of the L.T.I.
and the Chief Engineer, P & T the feasibility of P & T Department
taking over the work relating to the maintenance of the PAXs in-
stalled by the I.T.I. and the financial implications thereof with spe-
cial reference to the extra staff that may have to be appointed by the
P & T Department. In this connection the Managing Director, I.T.I.
pleaded that in consonance with the normal commercial practice, the
sale should be followed by service and the P & T Department had no
organisation for effecting sales. The D. G., P & T in a note furnished
to the Committee has stated that apart from the fact that the main-
tenance of PAXs* by the P & T is costlier than by. L T.L. it is not the
policy of that Department to maintain PAXs installed by other agen-
cies, and they, therefore, did not consider it expedient to take over
maintenance of private PAXs. While the Committee agree that
under these circumstances it might be necessary for the 1.T.I. to keep
some maintenance staff to look after the PAXs installed in the areas
served by the various Branches, they would suggest that the I1.T.I.
should examine the whole question of maintaining these Branches,
in their present form and strength, particularly, in case it is found
economical to entrust the handling work to the Clearing Agents.

E. Liaison with User Departments and A.T.E.

47. So far as liaison with the Posts and Telegraphs Department is
concerned, there are two Committees assisting the LT.I. wviz,
Technical Advisory Committee and Production Coordination Com-
mittee. The Technical Advisory Committee has representatives
from Indian Telephone Industries, Automatic Telephone and Elec-

*Private Auto Exchange.
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tric Company and Posts and Telegraphs Department. They meet
once a quarter every year and discuss:

(@) Technical advice from Automatic Telephone and Elec-
tric Company with regard to manufacturing problems;

(b) Production programme visa-vis Posts and Telegraphs'
requirements. :

The Chief Engineer (Planning), Posts and Telegraphs is
one of the Posts and Telegraphs Representative so that
technical problems relating to specjfications, future
developments etc., could be discussed.)

The Production Co-ordination Committee consists of representa-
tives from Indian Telephone Industries and Posts and Telegraphs
Workshops. They meet at least once in every six months to co-ordinate
the production in the Posts and Telegraphs Workshops and in the
Indian Telephone Industries so as to avoid duplication. The Com-
mittee were informed that as a result of the working of the two
Committees, the coordination between the production programme
and the users’ requirements had improved.

48. As to the requirements of the Railways, the Committee note
that recently a Railway Equipment Committee has been formed to
discuss questions relating to the equipment peculiar to Railways
while in regard to Defence discussions are held with Technical
Development Establishment (Electronics) .

49. Liaison with A.T.E. was maintained through that Company's
local office in Bangalore and through the Communications Adviser
to Indian High Commission, London who is assisted by a whole time
L.T.I. Officer.

50. The Committee feel that the present system of having differ-
ent Coordination Committees and producers for P. & T., Railways
and Defence is not quite satisfactory. They will have occasion to
point out later that there is scope for better coordination between
the 1.T 1. and the user departments of P. & T. They therefore feel
that a better arrangement might be to have one coordination Com-
mittee with 3 to 4 sub-Committees each dealing with the vequire-
ments of different User Departments and also a small office since that
might ensure a closer coordination in production as well as in research

programmes between the I.T.I. on the one hand and the different
user departments on the other.
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ACCOUNTS & FINANCE
A. Capital
(i) Authorised Capital:

51. The authorised capital of the 1.T.I. amounts to Rupees four
crores, which is at present fully paid up and is made up as below:—

Name of the shareholders No. of Amount  Percentage

shares (Rs.) of total
]
1. Govt. of India . . . 3,58,745 3,58,74,500 89-7
2. Govt. of Mysore . . . 31,250 31,255,000 78
3. A.T.E. Ltd. 10,008 10,00,500 2'S

(under the provision
of the Agreement)

ToraL . . 4,00,000  4,00,00,000 100°0

(n) Parnc:patmg Capital vis-a-vis Output;

52. The following table indicates the capital of the 1.T.I toge-
ther with its borrowings vis-a-vis the output during the last three
years:

(figures in lakhs of rupees.)

S. No. Particulars 1954-S§ 1955-56 1956-§7

1 Partcipating Capital

(a) Total paid-up capital . . 400 400 400
(b) Loans from State Bank . 52 .. 63
(c) Loans from Govt. . . 52 52 64
TotaL . . 504 452 527

. *Production including works in Prognss
at the end of year . . 309 337 377
Percentage of (2) to(l) . 61% 74% 72%

;Pvroduction figures have been calculated for each year sep.rately after ignoring ihe
works-ig-progress at the beginning of each year. Se¢e para 97 of the Repore.

117
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Thus in the year 1954-55, the percentage of production to
ca gltal etc., was only 61 per cent. It increased to 74 per cent in
1955.56 but fell to 72 per cent in 1956-57.

53. On its being pointed out by the Committee that the Capital
output ratio was only 72%, the representative of the Ministry of
Finance (Communications) stated that the figure was 81%, if the
loan amounting to Rs. 63 lakhs taken from the State Bank of India
was excluded from the working capital. He also u that even this
rate of 72%, was far better than that in Sindri Fertilizers and Chemi-
cals, (P) Ltd, and Hindustan Machine Tools (P) Ltd. While the
Committee are aware that this ratio is bound to differ from one
industry to another, they understand that in specialised industries
including tele-communication, it should be at least 1:1 and could
even 1:2. It is evident that efforts will have to be made by the 1.T.I.
to increase their production to the optimumn capacity for use at
home as well as by tapping export markets and undertaking manu-
facture of ancillary items. This aspect has been elaborated later in
the chapter dealing with Production.

B. Financial Results of Working

54. The table below gives certain figures relating to the financial
working of L.T.I. for the last four years:

(ﬁgures in lakhs of rupecs)
NS- Particulars 1953-54  1954-55 1955-56 !956-57
o.
I. . : 291-9 302°5 258-9 272
2. Grossproﬁts . 276 27-§ 26-0 227
3. Percentage of GrossPro—
fits to Sales . 9-6 . 92 10°01 8.7
4. Net profits . . . 234 15§ 26-0 23°6
s. Dividends . . . o 2% 2%*
6. Total Deprecuuon . 186 23°7 21°00 26-11
7. Depreciation on Idle Ma-
chinery . . . .. 1°8 1°3 8
8. Provision for renewals and
replacements . . 11-50 o .. ) )
9. Stocks . . . . 22-8 27°2 34°2 22-8
10. Book debts 1452 3049 2294 1316
11, Provmon for bad debt
3-89
12. Provision for gencnl re-
serve . 76 7°s 8-0
13- Res. for Income-tax and
Super-Tax . .. 30 10-2 150
14. Loans from Government
and Banks . . 24°47 103-82 s1 84 1264
15. Writes off . . 1 3 2 -8

*Proposcd for 1956-57
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55. Profits: The profits of the 1.T.1. were mainly on account of
the profit margin allowed on the cost of production or sales in the
case of imgorted equipment. The profit margins were 7}%, in the
case of P & T, 109, tor other Government departments and 12}%
for private parties in the case of 1.T.1.’s products and 5% commission
in the case of direct sales. The Committee may, however, point out
tha; in monopoly public concerns profits have to be viewed differ-
ently.

56. Prior to November, 1955, supplies to the P&l were based
on provisional $elling prices. These resuited in the P& T being
overcharged to the extent of Rs. 60 lakhs upto 31st March 1956,
which had to be adjusted subsequently. Further, the figures of
profit shown above do not seem to take into account the amounts of
royalty, etc., which have still to be paid to the A.T.E. for 1954-55 as
also the Selling Price Variations for 1955-56. The figures of profits
shown in the above statement are, therefore, not real. It has, been
pointed out that the payment of Rs. 60 lakhs to the P& T Depart-
ment and of royalty o the A T.E. which is to be recovered from the
P.& T. Department would not affect the profits of the L T.I. for any
year. The Commitiee doubt, however, wwhether the declaration of a
diviaend by the Directors in 1955-56 and in 1956-57 was in consonance
with the accepted commercial practice.

57. Incidentally, the Committee were informed that the LT.I.
had a proposal to increase the profit margins referred to earlier by
rates varying from 249, in the case of P. & T'. to 7} % in the case of the
private parties. This was justified by the Managing Director, I.T.1L.
on the ground that it was in accordance with the practice followed
by the Bharat Flectronics Ltd.. in whose case the Planning Commis-
sion had fixed a profit margin ot 109. The Committee would
consider these increases as unobjectionable so long as they assisted in
self-inancing future development projects. At the same time, they
would point out that the basic objective of a public enterprise like
the 1.T.1. should not only be to realize a financial profit but to pro-
duce the required products, to achieve the optimum output and to
ensure production by economic and efficient methods.

. Depeciation and Renewals reserve: Fhe Commitiee  observe
that in regard to depreciation, the Straight Line method is followed
in the LT.L while provision for Replacement and Renewals Reserve
is made on an ad-hoc basis depending on the availability of funds, and
estimated future requirements. In regard to the amount provided
for depreciation the Committee observe variations which do not
seem to have relation to either increase in machinery or in produc-
tion. The Committee suggest that this should be examined by the
Management.



59. As regards the existing reserve and provision for depreciation
the Committee were assured that they were adequate. The Committee
consider, however, that provision for replacement should also be
based on some scientific formula.

60. Provision for General Reserve: The General Reserve of the
1.T.l stood at Rs. 24 lakhs as on lst March, 1957. However, no
provision for the Reserve has been made in the accounts for the year
1956-57 even though dividend at a rate of 2% is proposed to be
declared. The Committee would suggest that, as a rule, provision
should be made for General Reserve since such reserses go to streng-
then the internal finances of an undertaking.

61. Book Debts: It is evident from the statement given earlier
in this section that the position regarding the book debts of the L.T.I.
has been consistently bad and that at one stage as on 31st March,
1955 the dues to the I.T.I. were Rs. 305 lakhs. Since then the posi-
tion has no doubt improved considerably. Thus, the total Book-
debts as on lst December, 1957, amounted to Rs. 138 lakhs of which
Rs. 117 lakhs were the dues from the P. & T. Department, Rs. 16
lakhs from Railways and the balance from the Defence Department
and other parties. Nevertheless, the Committee do not feel happy
tka: a commercial undertaking like 1.T.1. should have allowed such
oulstandings to accumulate especially from a department whose re-
presentative functions on its Board of Directors. - They consider this
as particularly unbusinesslike in view of the fact that because of this
locking up of funds, the 1.T.I. had to borrow from the Government
and the State Bank of India. These borrowings amounted to Rs.
127 lakhs as on 31st March, 1957 and the interest thereon about Rs.
5 lakhs. The Committee recommend that action to liquidate the
outstandings should be vigorously pursued by the 1.T.I. with the con-

cerned Departments.

62. As regards the dues from the P. & T. Department, the Com-
mittee were informed by the C.E., P. & T. that according to the P. &
T. books the total outstandings due to the 1.T.I. were only Rs. 40—
50 lakhs. The Committee consider it incredible that there should
be such wide discrepancies between the books of the 1.T.I. and the
P. & T. Department. One of the reasons for this discrepancy was ex-
plained to be the possible non-receipt by the P. & T. units of bills
sent by the 1.T.1. by ordinary post which was now sought to be over-
come by sending them by registered post. The Committee were not,
however, convinced by this reasons adduced for the discrepancy.
They consider that the main reasons for the outstanding are the lack
of promptness on the part of the 1.T.l. in rendering bills or in chas-
ing those which were not paid within a reasonable time, and also on
the part of the P. & T. units in paying or taking any action on the
bills rendered to them for supply of goods. The Commitiee recom-
mend that strong action should be taken against those who allowed
the dues to accumulate both in the 1.T.1. and the P. & T. units and



that there should in future be greater co-ordination between the two
in the settlement of dues.

63. It was contended on behalf of the 1.T.I. that the outstandings
against the P. & T. were principally due to (i) non-payment of 907,
value in a large number of cases by P. & T. Department on the basis
of the 1.T.I. delivery challan as required under the agreement bet-
ween the D. G. P. & T. and the 1.T.1. as well as of the balance when
due, both of which were sometimes due to non-availability of funds
and proper sanctions with some units of the P. & T. (ii) non-pay-
ment of sales-tax by the P. & T. units (Rs. 10 lacs) and (iii) rejec-
tions of goods supplied by LT.I. (Rs. 5 lacs). As regards the 0%
value, the Committee would suggest that since there is already P. &
T. inspection staff stationed at the 1.T.1., the desirability of sending
immediately a copy of the 1.T.I. delivery challan accompanied by the
inspection certificate to the Deputy Accountant General P. & T. con-

cerned, who could on its receipt arrange payments to the I.TU.
should be considered.

64. As regards the non-availability of funds and lack of proper
sanctions of estimates in the P. & T., the Committee consider them
as a reflection on the working of the P. & T. It is wrong for any
authority to place on order for supply of goods without being in a
position to pay for them which is also no ground for not paying for
an obligation incurred. The Committee recommend that the D. G.

P. & T. should examine all such cases and issue strict instructions in
the matter.

65. As regards sales-tax, the Committee fail to understand why
its payment should continue to be objected to by the P. & T. units
even after the question of inter-State Sales Tax has been settled and

ticularly for the periods prior to 6th September, 1955 and after

st July, 1957. They suggest that immediate instructions should be
issued in the matter by the D. G. P. & T. in regard to these periods.
As regards the intermediate period the matter was stated to be under

consideration of the Law Ministry. The Committee hope that an
early decision will be reached in the matter.

66. As regards non-payment of Bill on account of rejections, the
Committee would suggest that instead of disallowing bills and
holding up payment, the feasibility of first making full payment of
Bills and thereafter making adjustments for rejections by means of
credit notes should be considered. This procedure, they understand
exists in the case of supplies made to the Railways and Defence.

67. In respect of arrears of payments due to I.T.. from Rail-
ways and Defence, the Committee would suggest that the exist-
ing procedure followed in the case of P. & T. together with the above
suggestions should be made applicable in their case also and that the
necessary discussions for the purpose be undertaken immediately.

68. Finally the Committee observe from the terms and conditions
of supply that no interest is levied on delayed payments on account
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of supplies of goods etc. They would suggest that the desirability of
levying a charge of this nature in accordance with normal commenr-
cial practice should be considered.

69. Writes off: It will be seen from the statement given earlier
in this section that on an average about Rs. 45,000 had been written
off each year during 1953-54 to 1956-57. The Committee are con-
cerned to see this abnormal rate of writes off in the company and
would suggest that the management should examine inte them

cavefully.
C. Trends in Expenditure

70. The following table gives figures for certain items of expen-
diture, production, sales and plant and machinery in the I.T.I. for

the last three years:
(Rupees in lakhs)

Items 1954-55  1955-56  1956-57  1957-58
Budget

(1) Salaries & Wages . 33(100) 39 (118) 52 (160) 70?33)
*62 (188)

(15) Overheads. . . 49(100) s8(118) 72 (147)
(i) Power & fuel . . 1 (100) 1-°3(130) 1-:6(160) 2-03 (200)
(fv) Depreciation . . 237 (100) 21-00 (88) 26-1 (110) 28-0 (118)

(v) Depreciaton on idle
machi . 1-8(100) 13 (72) ‘8 (49)
(vf) Repairs to machinery . 41 (100) 7-9(193) 4-2 (102)
(vis) Total revenue expen-
diture . . 76 (100) 94.(124) 110 (144) 130 (171)
(viii) Plant & machinery in

factory - 87-7 (100) 95-5 (109) 107-2 (122) 141 (171)
(ix) Total Production . 309 (100) 337 (109) 377 (122) 425* (129)t
(z) Actual Production . 110 (l00) 139 (126) 176 (160) 239 (217t
(1.T.1.’s Effort)
(x) Sales . .- 302(100) 259 (85) 272 (90) 350(112)

It would be seen from the above that the increases in salaries and
wages, overheads, power & fuel as well as total revenue expenditure
have been disproportionate to the increases in total production and
sales, over the period 1954-55 to 1956-57. Thus while total produc-
tion increased E; 9% in 55-56 and 229, in 56-57, the corresponding
increases in Salaries & wages and total revenuc expenditure were of
the order of 189, <+ 609, and 24% + % respectively.
The increases do not however compare unfavourably with
the increases in actual production i.e., LT.L's = eflorts.

. *Likely to be actual for 1957-58 ‘
t1.T.1.’S comments at Appendix VII received on 8-4-<8.



But, the proportion of salaries and wages to the total revenue expen-
diturc has been steadily rising over this period being 43'5 %,, 42:5%
and 47-59%, while that budgeted for 1957-58 would be 54%.

The above table would also show that depreciation on idle
machinery has béden decreasing. Its decreasing proportion to the
depreciation charged during these years, viz., 7, 6 and 3 would also
indicate the proportion in which idle machinery is decreasing.
Even then its value during the three years would be Rs. 6 lakhs, Rs. 5-7
lakhs and Rs. 3.2 lakhs respectively. Further, the proportion of the
total production during each of the three years to the plant and
machinery almpst remained the same which would mean that there
has been little improvement in the over-all utilisation of plant and
machinery. However, if actual production (i.e. the I.T.I.'s efforts) is
only considered, then its production to the Plant and Machinery has
shown improvement during the period. In 1955-56, the repairs to
plant and machinery also showed an unusually steep increase.

71. The Committee feel that the expenditure trends do not reveal
a very satisfactory picture in many directions especially since in the
year 1957-58 when though the total production figure showed an in-
crease of about 299, since 1954-55 the budgeted expenditures on salary
and wages, power and fuel and depreciation as also the total revenue
expenditure were much higher. The Committee suggest that the
management and the Board of Directors should regularly have the
expenditure in 1.T.I. carefully analysed and take action to control
disproportionate increases wherever they are noticed.
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Thus, there are considerable variations between the actuals and
budgeted figures, which range from 1.8 per cent in the case of
Staft Welfare Expenses for 1954-55 to 11-7 per cent in the case of
repairs to machinery for the year 1955-56. Further, in the case of
depreciation, depreciation on idle machinery and revenue receipts, no
provision was made in the Budget Estimates for these years even -
though there were figures under these heads for several years. Even
in regard to Salaries and Wages, the variations amount to 11-14 per
cent. It is evidént that the standard of budgeting in the 1.T.I. is far
from satisfactory.

74. The Committee are aware that in commercial undertakings
varigtions betwgen the actuals and budgeted figures are not uncom-
mon though they can be minimised with proper planning and fore-
sight. They do not appreaciate, however, wide variations in the
case of an undertaking like the I.T.I. which has an assured business
on the basis of the cost of production. The Committee feel that
such wide variations render effective financial control difficult and
that, to minimise them the standard of Budgeting, which in turn
depends on proper accounting and costing, should be improved.

75. In this connection, the Committee observe that the Chief
Cost Accounts Officer (C.C.A.0.) of the Government of India who
examined the system of accounting in LT.L in 1952 and again in
1954 had stated in the two reports submitted by him in January,
1953 and November, 1955 respectively that he was not satished with
the system of accounting followed in the I.T.I. He, therefore, made
various suggestions to improve the system of accounting in the Com-
pany as also for effecting economies in its working. The Committee
observe from the 2nd Report which was made available to them on
a specific inquiry only on 10th February, 1958, (extracts from the
first report having been made available much earlier) that most of
the recommendations in the first Report had not been fully imple-
mented. As regards those in the Second Report the Committee
enquired from the Ministry the actfon taken by them thereon but
they regret that till this report was finalised, information* in the
matter was not made available to them by the Government. The
Committee feel, however, that sufficient action has not been taken
thereon by the 1.T.I. Even the Board of Directors, do not seem to
have taken any specific note of these Reports of the C.C.4.0. which
&s unfortunate. The Committee would recommend that the Board of
Divectors should arrange for immediate action on the reports and re-
commendations made by the C.C.4.0.

The more important recommendations made by the C.C.A.O.
are, reproduced in Appendix ‘III'. It would be observed therefrom
that the following remarks made by him in his Second Report are
revealing: —

"The lay-out and the system of accounting itself in this organ-
isation is far behind the standard that should be

*Since received oh 3rd April, 1958. See Appendm IV
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expected in an organisation of this type....and 1 would
appeal to the Management to first establish a properly
finalised system of accounting—both financial and cost.”

In his first Report on stores accounting, the Chief Cost Accounts
Officer wrote as follows:—

“There is considerable amount of confusion existing in regard
to the accounting of stores in this Factory. It requires
immediate and concentrated attention for setting right

things.”
In his second Report given in 1955, he observed+

"1 very much regret that the position in this respect had not
at all improved.”

76. As regards costing, the C.C.A.O. concluded as follows in his
second report:

. the original accounting itself was in arrears—and there-
fore costs based on proper data were not available to
think of further looking into the possibility of a com-
parative study being made into the cost of similar im-
ported articles.  This could be taken in hand only when
it is known that costs produced at 1.T.1. are correct and
have been compiled on proper methods.”

The internal audit deparument had also pointed out in successive
reports defects in regard to costing such as delays in compiling cost
figures, non-availability of standard costs and absence of review of cost

cards.

77. The Committee recommend that the entire system of ac-
counting—financial, cost and stores—should be urgently got examined
afresh by an expert team specially to be set up for the purpose. In-
cidentally the Committee would observe that during their examina-
tion of various State undertakings they invariably found that the
costing system followed by them was not always what it should be in
a Commercial and Industrial undertaking. They, therefore. sug-
gest that the Government should urgently comit?er the setting up
of an expert commilttee to go into the system of Accounting—Finance,
Cost and Stores—in all the State Undertakings with a view to making
it fooi proof and achieving standardisation of Accounting Proce-
dure, to the cxtent possible, at least in all manufacturing units.

E. Presentation of Accounts

78. The Committee conwder it desirable that the Annual Ac-
counts and Reports of Punblic Undeitakings placed before the Par-
liament should be made far more detailed and exhaustive than at
present. These should clearly bring out the financial working of
the undertaking as well as of its various manufacturing departments
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and branches, an analysis of accounts with particular reference to ad-
ministrative expenses, overheads, staff strength and measures to con-
trol them, actual production of various items and its cost and trends,
relations with users, personnel and training matters, elc., tqgether
with illustrative graphs and charts wherever possible. In this con-
nection, the Committee would suggest that the Annual Reports and
accounts of the Ndtionalised Industries in U.K. might be considered
as a model. Further, in order to enable Parliament and Parliamen-
tary Committees to make a proper study of these undertakings, their
annual accounts and reports for the preceding financial year should
be laid before thle Parliament before the commencement of Budget
discussions. In their absence, the Committee had to call for detail-
ed information on almost everything from the I1.T.I. during their
examination of the undertaking.

F. Audit

79. The LT.L being a private limited company formed under the
Companies Act, 1956, its accounts are audited by the auditors ap-

inted by the Government of India on the advice of the Comptro-
ﬁgr and Auditor-General under the provisions of Sec. 619 of the Act
tbid. Results of the audit conducted by the Company's auditors are
made available to the Comptroller & Auditor-General who has a
right to give directions to the auditors and to conduct any supple-
mentary audit. On the basis of these, the Comptroller & Auditor-
General may also submit an Audit Report to the Parliament. Besides
there is also a scparate Internal Audit Organisation in the I.T.1. for
an independent  and  continuous examination of the accounting,
financial, manufacturing and other operations carried out at the
L'T.L. by the various departments.  Reports of the internal audit are
submitted to the management quarterly.

80. As the P. & T. Department are the principal customer of the
I'T.1. they have also stationed at 1. T.I. a separate cost-check and
inspection staff consisting of I Accounts Officer, 2 Accountants,
. 1 Graphist. 2 Divisional Engineers. 2 Asstt. Fngineers and about 11
clerks. In view of the fact that there already exists in the LT.IL
a scparate Cost and Internal Audit Organisation, the Committee feel
that a scparate inspection staff need only be kept by the P. & T. at
L'T.I. As regards cost check, the Committee are of the opinion that
since the I.T.I. and P. & T. are under the administrative control of
the same Ministry. it should be possible for the P. & T. Department
to accept a certificate from the Cost Accounts authorities of the 1.T.1.
as to the cost of articles supplied to that Department. at least after
the accounting system has been reviewed as suggested earlier. They
would, therefore, suggest that the justification for having a separate
cost check staff by the P. & T. might be examined by the Ministry of
Transport sand Communications (Department of (Communications)
in consultation with the Ministry of Finance and the Comptroller and
Auditor-General of India.

118 L83
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PRODUCTION
A. Projects

81. The principal projects for purposes of production in the LT.L
are at present two viz. (a) M.AX. (Main Automatic Exchange);

and (b) Transmission equipment.

82. M.A.X. Division.—The M.A.X. Division of the factory initially
started with the Assembly of Telephones from imported components
in 1949. The next stage of development was fabrication of indivi-
dual components in LTI itself.

83. Transmission Division.—The transmission Department was
started in April, 1950 in the 1. T.I. to manufacture the transmissions
equipment. In the initial stages, the development work was carried
out in the Electrical Communication Laboratory of the Indian Insti-
tute of Science. After the successful completion of Single Channel
Carrier Telephone System, bulk production was taken up and now
the Division is working on 3 Channel Carrier Telephone System,
8 Channel Carrier System and 12 Channel Carrier System for which
the I.T.I. has entered into a Supplementary Agreement with the
A.-T.E. Besides these projects, this Division of the I.T.I. has also
developed and manufactured secrecy equipment, U.F. Repeaters,
4 channel equipment, Transmission Measuring Sets, Channel dis-
placers etc.

B. Review of Production

84. The following table shows the estimated production and the
actual production in LT.l. during the last 5 vears:
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The above figures include manufacture on the basis of components
imported or obtained indigenously the extent of which was as follows
during the years 1952-53 to 1956-57:—

(In lakhs of rupees)

Imported Indigenous Total
1952-§3 . . . . . . 43°12 4°62 47474
19§3-54 . . . . . . 101 43 5-33 106-76
1954-55 . . . . . . 41-18 4-62 4580
1955-56 . . . . . . 20-44 12-86 33°30
1956-57 . . . . . . 45°s7 17°12 62-69

85. It would thus be observed that in several cases, the production
in I.T.I. did not reach the targets as envisaged by it. Further, on
the transmission side, where there is extensive scope for production.
the production schedules do not appear to have been framed realis-
tically. The shortfall in respect of 12 channel carrier equipment was
however due to non-receipt of components etc. from A.'T.E. The
Committee understand that targets of production often underwent
change because the P. & T. who are the main buyers of the I.T.I.
products did not intimate their requirements sufficiently in advance
or made changes in them later. The position is, however, stated to
have improved recently and P. & T. has been requested to place firm
orders about 22 months in advance.

86. The Committee would recommend that the I1.T.1. should
impress on the P. & T. whose representative functions on the Board
of the 1.T I. the necessity of intimating actually the firm requirements
sufficiently in advance and of not making changes in them frequently.
They feel that this should be possible by undertaking proper plan-
ning in the P. & T. In this connection it is important to point out
that for economical working schedules once fixed should not be fre-
quentliy altered since such changes result not only in decreased pro-
ductivity but also in loss of work-flow and inefficient use of manpower
and machines.

87. As regards the 1.T.I. effort vis-a-vis the total production, it was
explained that at present practically all the components of a telephone
are being fabricated in 1.T.I. and manufacture and assembly of sub-
components like Dials, Transmitters and Telephone condensers have
been established. As regards the exchange equipment, 85 per cent.
of the items are stated to be now manufactured by it, while the balance
of 15 per cent. comprising specialised components like Power Plant
equipment, etc. are imported from abroad. However, it would appear
from the table given earlier that on an average 18 per cent. of the
direct materials in value were accounted for by components imported
or procured indigenously. Even then in the last three years.the actual
production (the I.T.L's efforts) has been Rs. 110 lakhs, Rs. 139 lakhs
and Rs. 176 lakhs respectively, i-¢. Rs. 425 lakhs which comes to only
about 419, of the total production of Rs. 1023 lakhs during that
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period. The Committee, therefore, recommend that efforts should
be made to improve the extent of actual production in the I.T.I.

C. Programme of Production

88. (i) MAX Equipment.—The Committee were informed that the
present targets for supply of MAX equipment to the P. & T. Depart-
ment on expansiorf as well as replacement account during the 2nd Five
Year Plan envisage the cut-over of about 165,000 lines of new auto-
equipment. Fore this purpose, the supply of e?uipment has to be
completed by about the end of the 4th Year of the Plan. Of this
targct, approximately 36,000 lines of equipment had already been
supplied before the Second Plan commenced leaving approximately
1,30,000 lines tqy be supplied in the first four years of the Plan. During
the first 2 years approximately 56,000 lines have been supplied so that
the I.T.I. would have to supply the P. & T. Department approxi-
mately 37,000 lines of MAX Equipment and about 45,000 telephone
instruments per annum during the years 1958—60. By 1960, the

target is to produce in all 3,20,000 telephones and 2,15,000 exchange
lines.

89. (ii) Transmission Equipment.—The estimated requirements

of the P. & T. Department for transmission equipment upto 1960 are
stated to be as follows:—

Items P. & T. Department Present Target
1. 12-Channel open wire systems . Sayear 310 § a year.
2. 12-Channel Groups for Co-axial Pro-

ject . . .

3. 12-Channel 2 wire Cable systems for
Rly. Electrical Project. . 32in2 years**

148 in 4 years*®* 18 in 2 years.

4. 3-Channel open wire system . . 30ayear 30 10 40 a year.
s. Single Channel open wire system . 30 a year 30 & year.
6. 8-Channel open wire system . . 6 ayear .
7. V. F. Repeaters 2W for Trunk Ex-
changes . . 20 a year
8.

V. F. Repeaters 2W Cable Type for

Rly. Elec. system . 350 in 2 years®*

**Subject to approval of schemes and availability of funds.

Thus the targets and capacity of the 1.T.I. do not appear to be
adequate to meet the requirements of the P. & T. Department in
respect of transmission equipment, particularly in regard to the
12-Channel open wire system, 12-Channel co-axial project etc.

_90. In October, 1954 the LT.I. had entered into an agreement
with the A.T.E. for supply of manufacturing information on the open
wire 12-Channel carrier system. For this pu the LT.I. had also
sent 8 Engineers for training to the A-T.E. Further it is understood
that the IT.I. has received the required technical and manufacturing



information as well as tools in regard to this Project and the Trans-
mission Department is now completely manned by Indian Personnel.
A separate building for this Department costing about Rs. 3-5 lakhs
is nearing completion and most of the required machinery has also
been received.

v 9l. The Committee feel that the manufacture of the transmission
equipment needs to be given greater attention in the 1.T.I. than at
present especially considering its revenue-earning caphcity as well as
future demand. The Committee understand that in the export field
also there are greater chances of marketing transmission equipment
than telephone exchange equipment. They, therefore, suggest that
the programme of transmission equipment of the 1.7.1. should be
reviewed in the light of the above remarks.

92. (iii) Other Equipment.—In view of the surplus capacity avail-
able in certain shops of the L.T.l. the manufacturing of certain items
which can be produced in the 1.T.1. with the existing machinery has
been undertaken e.g., screws and die casts. During the last two years,
I.T.I. have delivered about Rs. 2-4 lakhs worth of screws and Rs. 46,000
worth of die cast items. The Committee suggest that the feasibility
of further production in these directions should be explored so as to
utilise fully the spare capacity.

93. The Committee were informed that the LT.I. has under
contemplation the manufacture of the following type of equipment
which are more or less in the line of manufacture in 1.T.I. though
not strictly telephone equipment:—

1. Mines Signalling Equipment and associated telephone equip-
ment.

Automatic Road Signalling Equipment.

Automatic Voting Equipment.

Remote Control Equipment.

. PAX Equipment coupled with Public Address System.
Staff Locaters.

Country sets—V.H.F. Telephone System.

Operators flame proof Telephones.

High Tension Protective Equipment.

© XN ;D

. 94. The Committee understand that there have been some discus-
sions regarding the possibilities of I.T.L and B.E.L. each taking up
the manufacture of certain parts and components for the other on a
regular basis and that recently it has been agreed that the LT.I. will
act as sub-contractors to B.E.L. in the matter of supplying Carrier
Equipment to Railways, to work in conjunction with Radio Mult-
channel Equipment manufactured by the B.E.L. and that 1.T.I. will
be able to undertake the manufacture of such ipment as soon as
formal specifications and orders are issued by IE!%E )



The Committee understand, however, that some difficulty is being
exfen’cnced by the two Concerns in regard to the above since B.E.L.
follows the metric system while the 1.T.I. follows the traditional
F.R.S. System. They suggest that this matter should be examined
expeditiously with a view to standardisation as well as production.

95. The Committée have pointed out elsewhere that there is sur-
plus capacity in machinery and possibly in respect of man power also,
and that certain shops in the 1. T.I. are working only on a single shift or
partially double shift basis e.g., Telephone manufacturing, Dials
manufacturing, Condenser manufacturing, switches manufacturing,
Die casting etc. Further, in the last five years the average imports
of telecommunicatjon equipment in the country have been Rs. 115
lakhs per annum (details given under para. 112) while for the year
1957-58 the budgeted imports are of the order of Rs. 111 lakhs. The
Committee would, therefore, recommend that in order to ensure the
utilisation of this surplus capacity and to minimise dependence on
imports, the I.T . should undertake production of as many other
items both in the tele-communication and non-telecommunication
fields as possible. For this purpose, the 1.T.I. should first clearly
determine what items can be manufactured by them after making a
survey of the idle capacity as well as the capacity of the machinery to
produce those items. Thereafter the 1.T.I. should conduct a market,
survey of the demand for all such items keeping in view the capacity
already available in the country. To enable such surveys to be made,
the Committee would suggest the appointment by the Government
of a Committee analogous to the Engineering Capacity Survey Com-
mittee which had been appointed by Government sometime back.
Finally, the 1.T 1. should draw ug necessary plans for starting manu-
facturing operations on the basis of the survey. '

D. Cest of Production

96. The following table shows the trends in the cost of production

of certain items manufactured in the 1.T.I. for the years 1955-56 and
1956-57:—

Description 1955-56  1956-57
Rs. Rs.
Auto Telephone . . . . . . . 9000 79°19
C. B. Telephone . . . . . . . 70-00 61-33
Dial 24C . . . . . . . . 20-00 16-88
Transmitter . . . . . . . 453 4°12
Meter . . . . . . . . 16-00 10°66
Uniselector . . . . . . . 3785 3348
Strip connection . . . . . . . 8:75 7°12
Condenser 2:0 MF . . . . . . 3:0§ 23§

It was also pointed out that thcsewpriccs compared well with the
prices of the corresponding products of A.T.E.
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The comparative cost of certain common items of production in
the L.T.I. and P. & T. Workshops showed that the former was higher.
This was stated to be due to the specifications, better quality and
better finish of 1.T.I. products.

97. While the Committee are glad to note the downward trend
in the cost of production in the 1.T.I. they feel that there are many
directions in which there is scope for further reduction, as would be
apparent from the following table which gives the break-up of cost
of production during the last 3 years:

(Rs. in lakhs)

r«?' Particulars 1954-55 1955 56 1956-57
0.

Rs. 9% Rs. 9% Rs. 9

1. Direct material . . . 282 815 269 79°8 292 77-4

2. Direct Labour . . . 8 2-6 10 .29 I3 3°4
3. Over-heads . . . . 49 I15°9 58 17°3 72 19-2

4. Percentage of overhead to Direct
Labour . . 612-5% 580% 554%

Total production (including
works in progress at the end.) 309 100-0 337 100-0 877 100-0

Thus, while the percentage of direct materials in the total cost of
production has gone down from 81-5 in 1954-55 to 77'4 in 1956-57
the position regarding overheads continues to be unsatisfactory.
The percentage of overheads to the total cost during this
period went up by 3'3 per cegt. though no doubt as com-
pared to direct labour, the position has improved slightly in that
the overheads which were about 613 per cent. (of direct labour) in
the year 1954-55 are now 554 per cent. In this connection, it is
pertinent to point out that the Chief Cost Accounts Officer who
examined the accounts system of the 1.T.I. in 1954 found that the
percentage of such overheads was 946 per cent. which included 421
per cent. for administrative expenses. This was characterised by the
C.C.A.O. as "an extra-ordinarily high-rate”. Even the Board of
Directors, it is seen from the minutes of their sittings, have observed
that the rates of overheads were prima facie high and that with the
increase in production it should be possible to bring it down to 400
Ecr cent. It is obvious, therefore, that even the present rate i.e.

54 per cent. is still very high. In"this connection the Committee
might mention that overheads are charged to production in the P. & T.
workshops at the standard rate of 185 per cent. They, therefore,
recommend that strenuous efforts should be made to reduce the over-
heads to a reasonable figure and thus to reduce the cost of Production.
This they feel can be done by increasing production and simul-
taneously undertaking a review of the staff position. In this connec-
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tion, attention is invited to para. 15 of this Report wherein the Com-
mittee have suggested that the Board of Directors should arrange for
early action on the recommendations of the C.C.A.O. for effecting
economies in the 1.T.I.

E. Sales

98. (i) SalessOrganisation.—There is a separate Sales Organisa-
tion in the LT.I. which handles all enquiries and orders received
from customers, This Department furnishes quotations and delivery
information to customers and arranges for despatch of materials. A
technical section is also attached to this Department to scrutinise all
orders and enquiries.

99. When ,asked what special purpose was served by the Sales
Section when %0 per cent. of the sales from the I.T.I. were made to
the P. & T. Department, it was explained that the Sales Department
handled sales to the extent to Rs. 2-5—3 crores annually of not merely
goods manufactured in 1.T.L but also of allied imported goods which
it obtained under the agreement with A.T.E. and delivered to cus-
tomers- Further the department had to look after many jobs such as
canvassing orders for PAXs etc., attending to all enquiries, making
arrangements for imports or despatch of goods, valuing of invoices,
work regarding customs clearance, sales of scrap etc. When asked fur-
ther whether this could not be looked after by some other Department
of 1.T.I. or by appointing agents, it was stated that it was not possible
and that the Agents demanded 25 per cent. commission which could
not be given as cost of sales in the I.T.l. amounted to 10 per cent.
only. The Committee, however, feel that it should be possible for
1.T.I. by proper advertisement and negotiations to find agents on
payment of reasonable remuneration.

100. As regards sales of I.T.I. products in other countries, the
Committee were informed that to the extent possible, agents were
being appointed for the purpose. They would suggest that as far as
possible in this matter preference should be given to Indian Nationals
resident abroad.

101. (ii) Exports.—As pointed out earlier, the Agreement with
A.T.E. restricts the sale of equipment manufactured by IL.T.I. to
certain territories mentioned in the Agreement. In regard to other
countries, the Agreement lays down that export of such equipment
manufactured by L.'T.I. should not be made without the consent of
the A.T.E., which consent shall not unreasonably be withheld. The
Committee understand that in the case of Indonesia, A.-T.E. have
agreed to treat it as part of the territory for operation on condition
that A.T.E. will also be free to operate there. Also, as mentioned
earlier, A T.E. have agreed to allow L.T.I. to operate in Egypt and
Afghanistan, for a limited period of two years, subject to payment of
small commission to them. Further offers and enquiries are also
under process with Syria, Philippines and South Africa.

102. The Committee were informed that the main difficulty
experienced by 1.T.I. in regard to promotion of sales in foreign



countries was due to keen competition from other more well-
established foreign tele-communication equipment manufacturers.
Even though as mentioned earlier, the prices of 1.T.1. products com-
pared favourably with corresponding A.-T.E. products. One of the
reasons for this was stated to be that the foreign companies were even
rrepared to undersell equipment initially and then get compensated
ater from out ot the supply ot spare parts etc.

103. The Committee were informed that even at present over
10 per cent. of the production capacity was available for being utilised
for exports. They recommend that further efforts to top export
m;.r;et on commercial lines should be vigorously pur-ued by the
1.T.I

F. Utdlisation of Plant and Machinery

104. The Committee asked for statistics regarding the utilisation
of plant and machinery in the LT.. It was stated that prior to
1954-55 no direct statistics were maintained. However, the approxi-
mate utilisation was worked out for 1952-53 and 1953-54 based on
actual production and furnished, but figures for earlier years were nog
available. The average figures of machine utilisation tor the whole
factory for the last five years as furnished and the extent of plant and
;mlllchincry installed at the end of each of the last five years are as
ollows: —

Rupees in lakhs Average utilisation

Year value of idle machi-
nery
1952-§3 . . . . 69-71  35% 45 lakhs
1953-54 . . . . 80:29 56% 36 lakhs
1984-SS . . . . 87-7 8a% IS lakhs
1955-56 . . . . 95's 91% 9 lakhs
1956-57 . . . . 107 1139%

The extent of machinery lying completely idle has been approxi-
mately stated in para. 70 as Rs. 6 lakﬁi, Rs. 5-7 lakhs and Es 3-2
lakhs for the last three years. Thus, in 1956-57 even when the average
machine utilisation was 112 per cent. there was still idle machinery
worth Rs. 3-2 lakhs. The ahove figures only show the average
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position for the whole factory. The position in each machine shop
was stated to be as follows:—

- - - 1082~
No. GrouP Ve R RS R e
Utn. Utdn. Utin. Utin. Utn.
1. Telephone Manufacturing 90 90 88 76 63
2. Dials Manufacturing . 70 69 64 32 18
3. Condenser Manufacturing 60 60 .. .. ..
4. Heat Treatment . . 180 140 100 8o ..
s. Frame Works ’ . I20 110 10§ 83 30
6. Moulding . . . 175 126 129 103 69
7. Relay Manufacture . 130 123 102 s8 10
8. Bank Manufacture . . 110 108 91 52 -
9. Plating, Finishingetc. . 140 199 93 56 35
10. Automatics . . . 140 120 89 35 20
11. Miscellaneous Manufac-
turing . . . 102 102 60 IO ..
12. Switches Manufacturing . 7S 73 59 20 10
’13. Die Casting . . . 60 55 43
" Factory Average . 112 91 82 s6 35

e — ke it e e i ———

*Machine Utilisation

It was clarified in this connection that the utilisation of 90 per
cent. or more would indicate that the shop was working on more than
one shift, i.e., 8 out of 13 shops were working on more than one shift,
2 being on 3 shifts and some only partially on double shifts.

Even these figures show only the average position in each shop
and not the utilisation of -each machine.

105. Further, the Committee were also informed that there had
been bottlenecks in production due to comparative imbalance in

capacity of different types of machinery required for manufacturing
of associated components.

It was pointed out to the Committee that machinery to the full
extent recommended by A.T.E. was not invariably ordered. They
were also told that the question of surplus machinery was discussed
with A'T.E's. Directors who conceded that the quantity recommended
by them had turned out to be in excess of that required but stated
that they had done it in the best interest of 1.T.I. However, they
offered to purchase back some machinery but the 1.T.I. decided to
retain it in view of increase in schedule and manufacturing prospects.

106. The Committee are concerned to observe that the 1.T 1. pur-
chase from the A.T.E. more plants and machinery than was required
for the production as a result of which considerable portion of it was
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lying idle. It is evident, that there has been lack of proper planning
as well as co-ordination between I.T.I. and A.T.E. in this matter.
There appeared to be some misunderstanding even in regard to the
schedule of manufacture.

107. There was no project report and the recommendations of the
A.T.E. also do not seem to have been scrutinised. sufficiently by the
I.TI. The Committee would recommend that greater care should
be exercised in such matters at least in future. Further, the imbalance
in the capacity of different types of machinery which is said to be
causing bottlenecks in production should be rectified. Lastly, the
existing idle machinery and surplus capacity should be utilised to the
best advantage in the manner indicated earlier.



Vi
STORES

A. Purchase Organisation

108. The Purchase Organisation of the I.T.I. is manned by a
Purchase Officer who functions under the general supervision of the
Manager. For purchases valued over Rs. 5,000/- there is a Stores
Purchase Committee of which the Manager, 1.T.I., is Chairman, the
F & A Manager, and Stock Controller are Members, and the Pur-
chase Officer is the Secretary. The meetings of the Stores Purchase
Committee are normally held once a week and decisions are taken
and placed before the Management before issue of orders.  The
Committee consider the existence of such Committee as a very desir-
able feature, which may be adopted with advantage by other State
Undertakings.

109. However, in vigw of the fact that the annual purchases of
the 1.T.I. amount to Rs. 2.5—3 crores, the Committee would suggest
that the feasibility of associating mon-officials with this Committee
may be examined by the I. T. I.

B. Procurement of Stores

110. Stores are procured generally on the order level basis, that
is, by fixing an order level for each type of raw material depending
upon the procurement time and the minimum stock fixed for each
item. The minimum stock in the case of imported material is six
months and for the indigenous materials three months.

111. The Committee understand that in spite of this system there
have been occasions when there have been bottlenecks in produc-
tion due mainly to the non-receipt of material in time. In order to
overcome these difficulties, stock-piling has been resorted to. How-
ever, from a note furnished to the Committee, it is observed that in
many cases, the 1.T.I had made purchases in excess of requirements
even when the opening stocks of raw materials were sufficient for the
year. Thus, though the opening stocks of raw materials for the years
1954-55 and 1955-56 (which was Rs. 50.4 lakhs and 43.2 lakhs res-
pectively) was sufficient to cover the consumption in those years
(which was Rs. 20.5 lakhs and 26.6 lakhs respectively), the company
purchased considerable raw materials during these years. Yet in
these two years idle time payments for want of materials amounted
to Rs. 19, and Rs. 23,000 respectively, i.e., an average loss of
3,000 man hours per month. The Committee consider that it should
be possible to minimise overstocking and yet avoid bottlenecks by
proper planning by stipulating realistic delivery dates for materials
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and by imposing penalties for failure on the part of suppliers to
supply the materials in time. At the same time a commercial organi-
sation like the I1.T.I. should also take full advantage of periods when
the prices of materials are at a low level to obtain and stock them and,

for this purpose, the Board of Directors should exercise latitude with
proper discretion.
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D. Imports

113. The main items of import of raw materials are special alu-
minium sections, brass, phosphor bronze, copper, ebonite, phenol,
fibre, nickel silver, insulating materials, enamelled 'copper wires of
finer gauges, moulding powder of special flows and colours, switch-
board, cables, wires and cordages, condenser matrals, tool raw
materials and small tools. In addition, special components required
for manufacture of telephone equipment which are not at present
produced in the country as also special components required in
connection with transmission division requirements and special types
of capital plant such as motor generators, stationary batteries of high
capacity, ringing machines, etc., are also imported.

114. The Committee werg informed that the possibility of using
indigenous raw materials was being constantly explored and that as
far as possible the manufacture of imported items was being taken
up in the factory whenever the item was suitable for the line of pro-
duction in the L. T.I. In other cases, private manufacturers were
encouraged to take up such items for which constant liaison was
maintained with the development wing of the Ministry of Commerce
and Industry to locate such manufacturers. The Hindustan Cables
(P) Ltd., was also being regularly contacted for the manufacture
of cables and switch-boards. These efforts had resulted in progress
on the telephone and exchange sides. With regard to the transmis-
sion side, the position is stated to be improving and the manufacture
of more and more components is being taken up by the L. T.IL.

115. The Committee recommend that in view of the position re-
garding the extent of imports of raw materials, components elc.
(cven apart from plant and machinery) as well as of other telephone
equipment pointed out earlier, more concerted measures to locate
and develop indigenous sources should beaken in coordination with
the Development Wing. An increasing use should also be made of
the system of sub-contracting which at present, it is understood,
amount to 5 per cent only. One difficulty experienced in this matter
was stated to be that indigenous manufacturers failed to maintain
the quality of supplies as well as the programme for supply. The
Committee feel that indigenous manufacturers should be encouraged
to improve the quality of supplies and that the position is bound to
improve gradually. In this connection they would further suggest
that a system of decentralised purchases should also be adopted by
the 1.T.I. However, to obtain better résults in all these matters. the
Commilttee feel that it would be desirable to appoint a Telegraph
and Telephone Equipment Committee on the lines of the Railway
Equipment Committee which was appointed by Government to
locate idle capacity in the country for the manufacture of imported
Railway equipment, to assess the existing capacity of Stores hitherto
manufactured in the country and to suggest ways and means of in-
crgmping the indigenous capacity to produce the imported items.



VII

TELEPHONE EXPANSION SCHEMES OF THE P. & T.
DEPARTMENT

A. General

(i) Organisation

116. The Posts and Telegraphs Deparunent under the Director-
General, Posts & Telegraphs, is divided into two Wings viz., (i)
Posts, and (ii) Telegraphs and Telephones, the latter being under
the technical control of Chiel Engineer, P. & T. There is a separate
Chiet Engineer (Planning), who is inter alia responsible for all
Telegraph and Telephone Planning and large-projects  including
Bombay and Calcutta auto expansion schemes. In addition, there
is an Additional Chief Enginecr. T. & D. Cirde, Jubbulpore, 1c¢s-
ponsible for execugjon of large installations and training of person-
nel.  For day to day executive work. the countrv has been divided
into 12 regional units known as ciycles. which exercise local control
over telephones as well as telegraph and postal service.

(i) P.X T. Workshops

117. There ave at present 3 workshops under the General Mana-
ger, P X T, Workshops, Calcutta—one each at Alipore  (Calcutta),
Bombay and Jubbulpore and are controlled at present by a P v T
Woaorkshops Board.  These produce a variety of telephone  stores,
chiefly manual Switch Boards (approximately 30.000 lines per vears,
line construction stores, etc.

118, T'here are only 3 items ot production vz, P. B. Blocks, Gate
type tuses and 3.000 type Relavs, common to the P X T Workshops
and the L'T.I. However, the repair work of telephone instruments
manulactured in the LT is carried out in the P X T Workshops.

119. During discussion, the Committee enquired as to what extent
it was feasible to have a common management for the 1'T.1. and
P & T workshops. It was explained that the Managing Director of
I. 'T. 1. could not 1ake over charge of P & T workshops since it would
cause a very heavy load of work on him but coordination was
being maintained through the Chief Engineer, P & T who was the
Chairman of the P & T Workshops Board and also a Director on the
Board ot LT.I. The Committee were however informed that the
whole question of the re-organisation of P & T workshops was at
present under consideration of Government. They vould suggest
that the need for streamlining the organisational set-up of P & T

43
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Workshops with a view to ensuring greater coordination with 1.T.I.
even if common management for the two be not immediately feasi-
ble as well as of rationalising the manufacturing operations in these
units to fit in with the teleplgzone expansion schemes of the P& T
Department should be constantly kept in view. while making the
reorganisation.

120. (iii) Financial Working of the Telephone Wings:

The following table shows the financial working of the Telephone
Wing of the P. & T. Department for the last six years:—

(Figures in croves of rupees)

Serial Years Total Total Surplus
No. Revenue Expenditure (+)

I 1951-82 . . . . 9-5% 6-18 3:40

2 1952-53 . . . . 10-46 6:94 3°42

3 1953-54 . . . . 11-43 X-s8 288

4 19§4-5< . . . . 12-21 894 3-27

s 1955-56 . . . . 14-31 10.82 349
6 1986-57 . . . . 16-28 11-31 497
GRAND Total . 7424 §2°71 21°83

121. The Committee were informed that of the average telephone
revenue of about Rs. 16 crores a vear the total outstandings as on 31st
March. 1957, were about Rs. 106 Jakhs. This matter has been com-
mented upon by the PAC i thewr vanious 1eports on PoXCFaccounts.
The Commintee do not propose therctore  to mahe any - comments
thereon here.

B. Expansion Schemes

122, (1, Telephones: At the beginning ol the First Five Year Plan
there were about Lox.000 welephones in use in the counny, Duning
the First Plan period 1.00.000 weiephones were installed  with  the
1esult that at the beginning ol the Sccond Five Year Plan, there were
nearhy 270,000 wlephones, the pending demand being estimated at

about 1.20,000 lines. The Committee were further informed by the
P. & T. Department that-—-

likely total demand during the Second Five Year Plan will
be about 3.00.000 telephones necessitating installation  of
about 2,50.000 lines of exchange equipment.  Provision
has. however, been made  in the 2nd Plan  only  for
1.80.000 telephones out of which 1.40.000 will be  served
from automatic exchanges and the remainder  from
manual exchanges.”
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123. The Committee observe that even after installing 1,80,000
gelephones, the outstanding demand will not only remain the same
wiz., 1,20,000 lines, but might also rise in view of the rapid industrial
«development of the country as envisaged in the 2nd Five Year Plan.

The Committee would suggest that the P. & T. should undertake a
survey of the telephone requirements of the country al regular inter-
wals.

124. (i1) Trun;f Telephone Services:

The Trunk Telephone Service is provided by public call offices
and trunk Exchanges which are connected with the trunk net-work
by physical circuigs and carrier systems. The number of public call
-oftices was 1249 in 1955-56 while another 1200 are to be added during
ghe Second Plan. The Committee understand that the plan is:—

(1) 1o provide all district Headquarters and sub-Divisional
Headquarters with public call ofhces;

(i) to expand the public call oflices to tehsil headquarters with
a population of 20,000 and above;

(iii1 to re-organise the Trunk Exchange svstem by dividing the
country into 1t zones centres, 65 district centres and a
number of minor and dependent exchanges. (In the 2nd
Plan it is. however, proposed to take up installation for
6 zones centres. @ District Centres and the  minor  and
dependeut Exchanges served by them

125. "The objective laid down in the Plan is to make available the
service not only at all sub-divisional tehsil  headquarters  but  also
within a convenicut distance, sav 3-5 miles. of anv  place  in  the
<«ountry.

126. It has been stated in the Second Plan that the  telephone
expansion “programme is broadly correlated with the development of
«apacity for the production of telephone instruments and  exchange
lines and more especially with the production plan of L'T.I.". The
Committee observe however. as has been pointed out earlier, that
<onsiderable capacity for increasing production in 1. T. 1. exists and
that lack of capacity would not theretore be the only hurdle in the
expansion programme.

127. It was explained to the Committee that one of the difhculties
in meeting the full demand of telephones was the shortage of funds.
“The amount provided in the First Plan for expansion of  the tele-
phone system was Rs. 417 crores while in the Second Plan the cor-
responding amount is Rs. 43 crores. The Committee appreciate that
<onflicting demands for funds have to be met in order of priority.
“They would however suggest  that the P. & T. Department should
«onsider the economics of drawing up plans from a long term point
<f view to peet the demand—cxisting and potential—after taking into
account the fact that it would also bring in revenue to  Government.



In this connection the Committee would suggest that the (feasibility
of setting up a ‘Telephone Development Fund’ after  taking into
account the revenue earned by the Telephone system, as well as suclt
schemes as the OYT (Own Your Telephone) scheme etc. should be
consideved. Further the possibility of negotiating loans from the
World Bank or some other similar agency to finance the expansion of
the Telephone system in the country should also be considered.

128. Another bottleneck in the expansion programmec was stated
to be the shortage of cables and transmission equipment.  In regard
to the latter the Committee have made certain rézommendations else-
where. As regards the former it was stated that the requirements of
co-axial cables which are at present imported would, to some extent,
be met by their production in the Hindustan Cables Ltd.. for whicls
efforts were being made. It was expected that out of  the  total
requirement of 1,800 miles of cables during  the Second Five Year
Plan, 300 miles of such cables would be produced every year in the
Hindustan Cables (P) Lid. while the rest would have to be imported.
The Committee suggest that efforts should be made to persuade  the
Hindustan Cables (P) l.td. to increase its production capacity  and
that there should be more efjective coordination between the P. & T.
and the Hindustan Cabies (P Ltd. for this purpose.

129. Incidently, the Committee would suggest that (o faciliiute
effective coordination. the desivability of placing the Hindustan
Cables (P) I.td. under the administrative control of the Ministry  of
Transport and Communications (Department of  Communicationsy
should be considered.

C. Telephone Exchanges

130. The P. & T. Department is planning 1or the expansion and
installation of telephone exchanges in the country. subject o avail-
ability of funds. One of the major schemes has been the automatisa-
tion scheme at Calcutta costing about Rs. 13 crores.  The target of
new installations of Exchanges in the Ist Plan was 409, of which about
350 were installed while the capacity of the existing cxchanges was
increased by 24,100 lines. Upto 30th September, 1957, during the
Second Plan 55 new auto-exchanges with a capacity of nearly 2000
lines were provided. During the same period, the capacity ol exist-
ing installations was increased by 32,000 lines.

131. In this connection, the Committee observe that in certain
laces like Bombay, Calcutta, Madras and Delhi (via statement
low the number of working connections provided was far less than
the installed capacity at the exchanges in spite of the considerable
demand at these places.
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Statement!

Capacity

Connections
1-4-56 1-4-57 30-9-57 on30-9-57

«Calcutta . . . . 38840 48040 52440 38182
Bombay . . . . 35153 39153 40153 35345
Delhi . . . . 14900 19900 20100 16835
Madras . . . . 8350 89s0 10250 7973

It was explained by the Chief Engineer, P & T. that when new
Exchanges were brought into service, there always was a 20-259, sur-
plus capacity, since the manufacture and installation of Exchanges
took 3-5 years. Thc Committee do not appreciate why there should
invariably be a time-lag ot at least 1} years between the installation
of capacity and provision of working connection, especially when
there is an outstanding demand.  They feel that with better planning
it should be possible to reduce this time-lag considerably to see that
capacity is utilised in full, as far as possible simultaneously with its
installation. The Committee recommend that this matter should be
carefully examined.

132, In this connection, the Committee would point out that the
telephone service requive five basic elements—the subscriber’s termi-
nal apparatus, his line to an exchange, the exchange equipment, a
comprehensive trunk and junction line network and operating  staff.
The uim of the Posts and Telegraphs Department should clearly be
20 keep these five elements in balance relative to each other, for any
imbalance would result in inefficiency either in the form of poor
service 01 in uneconomic utilisation of capital equipment such as idle
capacity elc.

D. Conversion of Manual into Auto-exchanges and pice-versa

133. Until ¢he L. T. L. coomenced the manufacture of auto-
exchanges most of the telephone exchanges in India were of the
manual variety. The P. & T. Department has now undertaken the
provision of auto-exchanges in most places in replacement of manual
€xchanges. which are transferred to other places. As regards the
policy followed in this matter, the Committee were informed that
though auto-exchanges were generally cheaper than manual for
systems ot 300 limes and above in actual practice due to the various
technical reasons this was not always observed. @The Committee
would suggest that the scheme to provide auto-exchanges in replace-
ment of manual exchanges on the above basis should be expedited.
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134. It was observed in this connection that certain Auto-
Exchanges e.g., those at Bhavnagar, Mysore and Gwalior which were
having more than 300 lines were replaced in 1950 by manual ex-
changes. The Committee were informed that this was done mainly
due to certain special extraneous and technical reasons and that
priority had been given for providing auto-exchanges at these places.
While the Committee are in no position to comment on the technical
reasons adduced, they consider it most uuforhmale that ecven 7-8 years.

after this change was made the reconversion to auto-Exchanges has
not been made. It was explained that priority had been given to
these places and by 1960-61 the change would be effected. The Com-
mittee trust that no further avoidable time would le lost in restoring
this facility which existed in these places till 1950.

E. Rural Auto-exchanges

135. The Committee understand that a unique Rural Telephone
System existed in the erstwhile State of Saurashtra before the tederal
financial integration. which besides being cheap and helptul to
administration was also a good source of contact between villages and
Headquarters. The Committee were informed that proposals were
in hand for the design of suitable Rural Automatic Exchanges. that
the necessary data to undertake the development of these units was
under compilation and that the work would be taken up in the
course of next few months. The Committee are surprised that
though this system existed in Saurashtra prior to 1950, it should still
be in a design stage even in 1958, as far as the P & T is concerned.
They. therefore. recommend that the question of restoring as well as.
expanding it elsewhere should be urgently examined.



VIII
RESEARCH

136. Research involves the application of scientific methods to
industrial problems and is of importance in economising and stream-
lining production.

A. Research Organisation

137. The research activities in the L T.I. are carried on in the
Methods Enginetring Department, Metallurgical and Chemical Sec-
tions etc. of the I.'T.L

138. The Committee understand that Messrs. A.T.E. have a sepa-
ratc Rescarch Centre employing about 400 persons. The A.T.E.
also has a research, and development unit at Liverpool with about
500—600 persons. Similarly, Siemens and Halske have an establish-
ment of about 4,000 people of which 2,000 are fully qualified Engi-
neers employed solely on research and development, while other
manufacturers in the West engaged in Tele-Communication work
have also similar organisations.

139. For the successful running of a telephone industry it is of
utmost importance that Research and Development work should be
carried out in a Research Unit working as a close adjunct to the
manufacturing Centre so that developments made could be quickly
translated into production units. The Committee would suggest
that this question should be examined jurther as suggested in ‘the
succeeding  paragraphs. .

B. Expenditure on Research
140. The toal expenditure incurred on research and develop-

ment projects in the LT.I. during the last 5 years has been stated
to be as follows:—

(Figures in lakhs of Rupees)
1952.53 1953-54 1954-55 1955-56 1956-57

119 148 189 403 2.32

The Committee were informed that in view of the increasing
importance of Research in the Tele-Communication Industry, the
L'I.I. propose to spend about Rs. 56 lakhs on Research during the
next ten years.

C. Research Activities

141. The research activities so far undertaken by the L.T.I. have

becn on a limited scale. They have been directed mainly towards

49
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the development of certain types of equipment and the utilisation
of indigenous raw materials in the case of those which are imported
at present. The more important achievement are produced in Ap-

ndix ‘II'. It would be observed therefrom that the research acti-
vities of the L'T.I. have so far not been very significant and that
considerable ground has still to be covered in this ‘field specially
when rapid developments are taking place in the Tele-Communica-
tion science every day. The Committee would, therefore, urge that
greater attention should be given to this problem. For this purpose,
the Committee would suggest that the 1.T.1. and P & T should con-
centrate first on building up a nucleus of adequately trained research
staff who could build up a research organisation gradually. \Simul-
taneously phased and co-ordinated programme for expénsion of re-
search activities in the 1.T.1. as well as in the P & T Department
should also be drawn up. In this programme, due stress should ‘be
laid on the utilisation of indigenous raw materials, as well as on im-
proving the production processes in the 1.T.I. Einally, cvery effort
should be made to maintain contacts with A.T.E. and other Tele-
Communscation Manufacturers in regard to their research activilies.

D. Co-ordination with other Institutions

142. As regards co-ordination with the research activities in the
P & T Department and NPL, it was stated that:—

(i) Complete co-ordination was maintained wfth the P & T
Research Unit in the field of Transmission. The
major items of rescarch and development had been
arranged in a proper manner to avoid duplication and
the L.T.I. had been making proto-types and later estab-
lishing bulk manufacture of new products worked out
by the P & T Research Unit.

(ii) In the field of automatic telephone engincering, techni-
cal developments had been co-ordinated mainly with
the Chief Engineer, P & T; Additignal Chief Engi-
neer. Planning, P & T; and one or two of the major
telephone districtss having Engineering Exchanges.
Complete co-ordination was also assured through the
Technical Advisory Committee of which the LT.I,
Chief Engineer (Planning), P & T, Additional Chief
Engineer, P & T and Director, Research, Posts and
Telegraphs Department are Members.

(iii) Necessary contacts were also maintained with the Natio-
nal Physical Laboratory, National Metallurgical Labo-
ratory, Electro-Chemical Research Institute, National
Chemical Laboratory and with the Indian Institute of
Science at Bangalore with the help of which the LT.I.
had been able to solve many of their problems relating
to thq manufacture and development of Tele-Communi-
cation Equipment and various components.
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"The Commiltee feel thal the exisling co-ordination for Research
+is not adequate. They would therefore suggest that there should
be greater integration between the Research activities of I.T.I.,
P. & T. ., Railways, Defence and Universities so that limited resour-
ces and facilities in this field might be used to the best advantage. For
this purpose, the @Gommiltlee would suggest setting up of a tele-
communication Research Council, consisting of Experts drawn from
.these Organisalionsg.



X
PERSONNEL
A. Strength of Staff

143. The statement below gives the strength of the Administra-
tive, Supervisory, Non-Supervisory and Factory staff for the years 1954
and 1957. The administrative staff includes all staff in Accounts,
Establishment, Personnel, Sales, Purchase and Engineering (mostly

Draftsmen) Departments:—

Cate- As on As on o increasc
gory Description 31-12-54 30-9-57 over
1954

strength

I Administrative including

Accounts etc. . o . 5§48 650 19%,
II Factory Supervisory . 357 504 4159,
III Factory staff (Monthly Rate) . 320 416 30°,
IV Factory staff (Non-Superv nor\)

Skilled* . . 357 547

Semi-Skilled* . . . 933 1816

Un-Skilled . i 174 385 877,

Others (including Construction, [

Watch & Ward, Transport and

Hospital Staff). 177 329 J

2866 . 4647 62%

*Including those uander training.

144. The following statement gives the value of production in the
LT.I. for the vears 1954-55 and 1956-57:—
(In lakhs of Rupces)

0 -
Particulars 1954-5§  1956-57 increase
over
1954-55
Total Production (including works in
progress at the end of the yvear) . 309 377 22%
Actual Production . . . . 10 176 60%,

52
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145. The above statements would show that while from 1954 to
1957, the staff strength increased by 6297, the corresponding increase
in total production and actual production was only 22%; and 607,
respectively. The Commiltlee feel that in an industrial and conimer-
cial Undertakin like the 1.T.I. il should be possible to control in-
creases in manpower especially when the overheads are high. They
recommend that vigorous and determined altempits should be made
to control staff strength and to covelate it with production.

146. As regards administrative and supervisory staff, which has
also shown a substantial increase, the Committee would draw pointed
attention to ghe following observations made as early as November,
1955 by the Chief Cost Accounts Officer of the Government of India
in the Report (No. 1911 dated the 25th November, 1955) submitted
by him as a result of the detailed study of the system of Accounts
followed in the I.T.I.:—

Para 13: The first aspect, which glaringly projected out, was
the proportion of management and supervisory and
other ancillary staff to the actual workers. The total
strength of the factory for all personnel together was
about 2500 people, out of which 981 men or say about
1000 roundly were oflicers and monthly paid staff, who
were employed on managerial. supervisory and other
ancilliary work. In other words, it represented about
one person on the managerial, supervisory and other
ancilliarv work for every 1'5 worker or so cmployed.
In the computation of this 1000 men, 1 have not taken
into account about 377 or say 380 roundly, number of
daily rated men, who were e¢mployed as charge hands
or inspectors and who again. 1 understand, were on
work of a supervisory nature. If these men are also
included. the position will be still worse. It will be
about 1100 men roundly being employed on managerial,
supervisory and other ancilliary work as compared with
1100 labourers employed on production.  Alternatively,
for every labourer employed there would be a super-
visory strength of about 1-3 men. This state ot aflairs
would appear to any one to be rather extraordinary,
and it is essential that this should be carefully gone into.
In my opinion, there lies the scope for considerable
economy. Unless all concerned are satisfied that this
position is justified in any peculiar circumstances of this
industry, this position is not capable of being accepted
as sound and would call for very careful examination”.

As regards the Accounting Organisation of the LT.I. which at
present consists of about 210 men i 5-2¢0 of the wotal of 46147, the
C.C.A.Q. observed in 1955 as follows:—

“The total strength of accounting organisation, including the
officers, but excluding the internal audit and time keep-
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ing, was 153 on 1-11-1954. A strength of 153 men for
ithe accounting in a factory where the total strength is
.about 2500, out of which about 1100 only are workmen
.employed on actual production, and the others are
managerial or supervisory staff, is really a high figure.
In spite of this strength, the condition in the Accounts
Organisation was far from what it should be. In spite
of the fact that this is a multiple costing factory, I am
clearly of the view that there is ample scope for effecting
a substantial reduction in strength in this Department.”

Further, it might be mentioned that even one of the visiting
Directors from the A.T.E. had pointed out in his Report dated the
3rd May, 1956 that staff increases were on the high side in-the L.T.I.

147. The Committee regret to observe that the position has not
.shown substantial improvement since then. They have already point-
.ed out elsewhere that the overheads in the I.T.I. continue to be very
‘high and stress the need for cantrolling effectively all such charges.

148. It will also be seen from the statement given earlier in this
Chapter that the Factory staff (non- supervisory) have shown an abnor-
mal increase (87 per cent) during 1954-57 as compared to the increase
under other categories as well as in total production (22 per cent)
and in actual production (609 ) during the same period. The Com-
mittee teel that this would indicate that the productivity of labour
has been on the decline in the 1.T.I. They recommend that the
management should give urgent attention to this problem. For this
purpose. the Committee would suggest that a detailed job- -analysis
and a proper <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>