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1, 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., Duravaninigar, 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 V I ) .

The Committee wish to express their tiianks to the Officers of 
the Ministry of Transport and Conmiunications (Department of 
('.omtiuuiications and Civil A\iation), Indian Telephone Industries 
(P) Ltd., 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. Tliey also wish to thank the 
represenutives 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 C'ommittee.

INTRODUCTION

B AL\ 'AN TR AY  G. M EH TA, 
N ew D elhi; Chairman,

The 24th March, 1958. Estimates Committer..



IN D IA N  TELEPH O NE INDUSTRIES (P) LTD .

Introductory

The growth ot telephone communications along with other modes 
ol communications 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 
insullation of 1,80,000 telephones. Further the telephonic industry 
has also been included in Sc ledule ‘A ’ of the Industrial Policy Resolu- 
iir>n for development by the State.

li. I'he requirements in respeci ol telephonic equipment apart 
Irom those which were manufactured in the P li: I workshops, were 
lornierly mostly imported from abroad. The decision to start a 
manufacturing imit for automatic telephone equipment was taken in 
l!>47. For want of experience in this line as well as of the necessary 
patents and manufacturing rights, the assistance of foreign firms of 
icpute who were specialists in this line was sought. After negotiations 
u'ith a numl)ev of manufacturers, the .\utomatic Telephone and 
F.lectric Co.. Ltd., l.iverjXK)! ( I ’ .K.i (.A.T.E.) was selected by Govern­
ment and later an agreement was entered into with that Company 
lor providing the essential know-how’ and technical assistance for the 
f)urpose of establishing a telephone factory in India.

riie Indian Telephone Industries" (l. I .l./ which was the first 
industiy to be started by the national Gcnernment was established at 
Hangalore in July. IIM?' t<> undertake the manufacture, assembly, 
buying, selling ctc:.. of tele-conununication equipment such as automa- 
lit telephones, carrier equipment, transmission equipment etc., for 
supplying the re(|uirements of the country. It was under the direct 
lontrol of the (iovernment until Slst January, 1950. T o  enable the 
organisation of the Factory l>eing modelled on commercial lines and 
to give it the ne<e.s.saiy llexibility in administrative matters, it was 
decided to give nm the Factory as a ('onipany. Accordingly, the 

Indian Telephone Industries. Ltd.." was fonned with effect from 
the Isi February. 19.'»0. with an authorised capital of Rs. 250 lakhs, 
whi( h was later increased to Rs. 400 lakhs.

1



AGREEM ENT W IT H  T H E  A U T O M A T IC  TELEPH O NE AND
ELECTR IC  CO.

A. SflcfOO" of A.T.E. as collaborators and consulunu

4, The procedure followed when entering into an agreement with 
the A/l'.E. tor tlie establishment ol a leiephone industry in the 
country was in brief as toliows:—

(i) No global tenders were invited as, it was explained, there
was no question ot making purchases ot any stores and 
equipment and tlie idea was to enter into an agree­
ment tor developing tiie manutacture ol telepnone 
equipment. A  teciiiiical ofhcer ot the P JJc Depart­
ment was sent abroad between lilst December, 1U47 
and 2znd i'eoruary, i^4b to conuct tlie leading manu- 
lacturers ot telephone equipment. He received 4 
otters in Europe including uie one trom U.K.. These 
were reported to the Government ot India on return 
trom abroad on tlie Ji5ih,:ibth February, 194b. Tw o 
offers—one trom tlie A.'I'.E. and the otlier trom a 
Swiss hrm—only were considered since tlie terms ot the 
other two otters were not considered favourable as 
they did not agree to supply the equipment imme­
diately.

(ii) In view of the tact that the Swiss hrm had demanded a
payment ot Ks. 2'i laklis during a period ot 15 years as 
gainst Rs. 87 lakhs demanded by the A.T.E., negotia­
tions were surted on 28th March 1948 with tlie tormer 
by a team of two othcers sent by tlie Government ot 
India to Switzerland. However, the Swiss linn later 
put up revised terms which involved besides a cash 
payment of Rs. 146 lakhs for a period ot 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 I)clhi on the 26th April, 1948 and brought with him 
the draft agreement. The projxjsal for finally execu- 
ting the agreement was submitted to the Cabinet on 
the 28th April, 1948 which approved it on the 30th

II



April, I94b. I ’hc agreement was finally signed by the 
Minister ior India in Swiuerland with the A.T.E. on 
3rd May, 1948.

5. While the dpl^ation was in Swiuerland, a proposal was also 
maH«» by an American firm, I.S.E.C. in tliis connection. It involved 
the payment o£ 2-1/2% royalty for tlie period ot agreement (15 years) 
and payment for* services as consultants at 3 per cent for 10 years. 
This would have amounted to Ks. 133 lakhs. A t 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 entered into witli the C.S.F. for setting up the Bharat 
Electronics (P) Ltd., (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 tlie A.T.E. were more favourable.
(ii) Sterling expenditure was preferred to expenditure in

dollars.
(iii; Almost all the telephone equipment at that time in use 

in India was of the tirittsli pattern.

7. 'I'he Committee understand tliat no project report which 
could have been utilised by the management as a plan showing 
details ol and targets tor setting up tlie tactor)', cost, programme of 
production and expansion etc. was prepared or submitted by the 
Automatic ielephone and Electric Company to tlie Government 
of India, it  was stated tliat the Agreement provided for necessary 
tedmical assistance to Government in connection with die establish­
ment of tlie factory, use ot patent rights, manufacturing data, draw­
ings, etc., and also for Automatic 1 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- 
tlier explained that tlie principal purpose ot tlie Agreement, viz., to 
obtain tlie ’know-how' to enable the establishment of a factory in 
India for tlie manufacture of telephone equipment liad to a consi­
derable extent been carried out. However, the Committee feel that 
it would have been advantageous to get a project report from the 
A .T J l. not merely to serve as a short-term and long-term plan but 
aiso 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. Claiiicit 1 and 10 of the agreement—Territories of operation and 
, Exports

tt. Clause 1 of the Agreement restricts the territory of operation 
the l.T .l. in the matter of supply of telephonic goods, etc^ to



Pakistaii, Burma and Ceylon (apart from India) as long as tliese 
coun'jries decide not to obuin tlieir supplies from or dirough the 
Government of India in which case tliey would be excluded from 
the territory of the Agreement. The Committee were informed 
tliat tlie I. I M. agreed in 1954 that A.T.E. could carry on business 
in Pakistan lor a period ol 5 years with effect from 1st September,
1954 on a commission from the A. l'.E. varying from 2J% to 5%  
depending on the type of equipment. The l.lM . also allowed
A. r.E. to supply ccrtain equipment to Ceylon on which the A.T.E. 
agreed to give tlie 1. 1 .1. 2^% commission.

9. Clause 10 of the Agreement restricts die exports of l.T .l. to 
the territories mentioned in Clause 1 above. The Committee were 
informed in this connection tliat the question ot exports had really 
come up only recently and at present about lU per cent ol the pro­
duction could be exported. It was also stated that the .A.T.E. had 
given pei-mission to tlie 1. IM. to hnd export markets in Egypt, (after 
it had once been refused earlier^ and Atghanisian for a limited 
period but had refused it for Sudan. In some other cases permit 
sion had been given in particular instances only.

10. The Coniniittee feel that the limitations retened to above 
have precluded tlie l.T .l. Irom extending its operations to othei 
areas uliere it could iuul a ready niarkei especially now that the
I. r .l. has the capacity and means to undertake pri^uction for this 
purpose. 1 hey were iniornied in tliis connection that the A.T.E. 
had already been addressed by the 1. IM. to modify these clauses so 
as to include some more territories lor 1.1 .1, to do business for a 
specihed period. While the Committee hope that these efforts will 
meet with success, they would nevertheless suggest that in similai 
cases u-here the Govetnmeui of India may enter into agreements 
with foreign fums for the establishment uf industries in the country, 
due care should be taken not to feltet themseliTs too much by res 
tricting the terntory of opeiation.

C. Clauses 4 and 5—Technical Iniormauon etc. from Other
Manulacturers

1 1 . In terms ui clauses 4 and 5 of the Agreement tlie A. I .E. 
undertook to grant to the l . f . l .  an exclusive royalty-free licence 
under all patenu owned by it or under which it is in a position tu 
grant licences for manuiacture and use oi equipment. In the ease 
of Intents acquired by it from another party for which the A. I .E. is 
obligated to ^ y  royalties to that party, the l.'I'.l. has to pay royalty 
or oilier consideration in connection with the use of such patenu 
calculated on a priority liasis having regard to the extent cfl the use 
thereof in items inanulactuied by the l.'I'.l. under this agreenient. 
At the same time, when the Ciovernment becomes posMsscd of, or ate



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-Jree licence to use such invention outside the terri­
tory of tliis agreement. In tlie case of all other patents which be­
come vested in or are accjuired by the Government, the Government 
shall give A.T.E- a non-exclusive licence to use such inventions 
outside the territory of tliis 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 ̂ have placed the I.T .I. in a disadvantageous position 
inasmuch oj—

(a) these clauses virtually prevent the I .T J . from getting any
technical kjiou'-how from any other manufacturers for 
the production of items which are either outside the 
scope of the A(;tccmcfU or ichith the A .T,E , themselves 
are not in a position to manufacture efjiciently, the 
reason being that ivhilc such manufacturers may be 
icilling to pass technical knou-how to I .T .I, for
adequate (OfL'iidetatioti, they may not do so, if the
information is to be pcLsscd on to A .T.E. uho may be 
their competitors.

(b) any informatiori of a developmental nature resulting
from research or development uork carried out by any 
organisation iti this country and made axailable to 
I.T .I. icould automatically he accessible to the A .T.E. 
who could utilise it.

1:5. The C^oinmittee were told that n<» intormation was available 
to show the precise cin iimstaiu cs leading to the drafting of these 
particular clauses in tiie Agicement and that so tar no ease had arisen 
where the 1.1'.I. had to give such information to the A.T.E. They 
were also informed that the I.T.I. had so far utilised three-fourth 
of the patents vested in the A.T.E. and they hoped to utilise the rest 
by 196,S. when the Agreement with tliat Companv would terminate.

H H7n7r the Committee are glad to note that the I.T .I. have 
so far utilised three-fourth of the f)atents vested in the A.T.E. they 
are not happy that such clauses should have been included in the 
Agreement even from the commercial point oj liew.

15. Incidentally, the Committee fail to understand irhy in fo -  
mation is not available in the Afinistry to show how these clauses 
were included in the Agreement. The\ would suggest that while 
examininjZ the implications of various clauses contained in agree­
ments xrhich (lovemment might enter into with foreign firms or 
eonsultantg, a contemporary record of the discussions leading to the 
acceptance of the fnovisions contained therein .should invariably be 
kept in the Ministry concerned.



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

16. Under clause 9 of the Agreement, import of telephone 
equipment (as detailed in the schedule attached to the Agreement) 
w ill 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. manufoctures such itons. Government 
would subject tliem to a field trial for four months and if they were 
satisfactory, such equipment would be placed in tlie schedule of items 
that would normally be obuined from the A.T.E.

17. In a note submitted to tlie Committee it has been contended 
that tliough the clause has resulted in some difiiculties 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 tJie prices paid tlirough .'V.T.E, were more tlian for direct 
supplies (which are stated to have been corrected subsequently after 
discussion), these conditions were not considered unfair in the 
circumsunces prevailing at that time. It has also been suted that 
this matter was also taken up witli 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 abo 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 .l'.E . for equipment supplied by 
them are governed by tlie provisions of Clause 9 of the Agreement 
which provides for charging die Britisli Post ofhce home prices or 
where no such prices ex.ist, the most favourable prices charged to other 
customers. It has been arranged between- the l.T .I. and A.T.E. that 
while the B.P.O. will certify the reasonableness of the prices of such 
equipment as is also being supplied to them (B.P.O.) in other cases, 
the auditors of A.T.E. will certify that ihe pricci citaiged were not 
higher than the most favourable prices charged to other customers. 
During discussion, tiie Committee were infonned that the provision 
for linking the prices of equipment supplied by the A.T.E. with the



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) aad 6(vi>—Technical Assistance under the Agreement

20. Under the Agreement, the A.T.E. were to furnish to the I.T .I. 
assisunce in thf field of training of personnel. So far they have 
trained at their works in U.K. a number of technicians and engineers 
of the I.T .I. Besides, under clause 6 ( v i ) , 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 
I.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 IS—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 I.T .I.:—

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

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

(c) For the services of experts and technicians and the pro­
visions for ordering, purchasing and follomng-up and 
for tool design and detailed lay-out of the Factoiy, 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- 
neen
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22. The folloAving payinenu have been made to A.T.E. so £ar:—

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

(b) Dividends

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

(c) For services rendered: [C l.l.'l(c) (i) and 13 (c) ( i i ) ]

Rs. 3.99 lakhs)

Year Amount
1948 £2,578-0-6
1949 £4.337-2-8
1950 £4,820-6-8
1951 £6,586-0-0 >
1952 £3,749-0-0
1953 £4,331-0-0’
1954 £3.564-0-0 J

1955 £6.898-0-0

1956

Not yet paid 

Not yet paid

fdi Shares uortfi Rs. fi.66.700allowed as free scrip in lieu 
of the payment of £50,(K)0.

23. So far no payment is stated U) ha\e been made to A.T.E. for 
the supply of manufaciurin^ data and tethniral development and 
researc i information though for the period 1949-50 to 1953-54 a 
statement of dues has been prepared, the total value of which is 
Rs. 95,190'-. It is to l>e paid on receipt of the atrepunce of the 
A.T.E.

24. It would be «»b.served 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(c) of the Agreement as against Rs. 
87 lakhs contemplated to lie paid during the fifteen years when the 
Agreement was signed [vidr para 4 fii)J. 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 2% «>f the invoiced output of I.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 .■\.T.E. 
up to March, 1958. On this basis the invoiced output of the I.T .l. 
for the years 1949-50 to 1957-58 works out to about Rs. I crore while 
from the original pro|x>sal it would appear that the royalty was to be 
worked out on the basis of the production of Rs. 20 crores. It was. 
however, |x>inted out that the prcKcdure for working out the royalty 
had not licen finalised becaiise materials, equipment, etc. imported



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 
I.T .I.’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 C l 13
(h) of the Agreentent. Nevertheless, it would appear that the actual 
production in the I .T J . 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 
f.T .I. so far. They recommend that this matter may he re-examined 
by the Management.
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p . Clause 13—Investment by A.T.E.

25. Tnder clause 1.1(a) of the .Agreement .shares of the value of 
Rs. 10.00,500 out of the total share capital of I.T.I., viz.. Rs. 4 
crores are held by .\.T.E. Ten per cent of any additional shares 
which may be issued are also required to be reser\'ed for .\.T.E. 
These upto £100.000 could be got redeemed at the request of the 
•V.T.F.. at anv time five years after the sijrning of the .Agreement. 
Further, during the period of the .\greement, the .A.T.E. are entitl­
ed to one seat on the Board of Directors of l.T.T.

The Committee .suggest that these fnorisions may he rexnewed 
iind disrusscd xcith A.T.E. if considered desirable, in the light of the 
(hange.'i made in thi\ regard in the agreements entered into by the 
Hindustan Machine TooU IP\ Ltd. and Hindustan Steel (Fj Ltd. 
.I'ith their foreign consultants. a result of which the latter func­
tion only a<‘ Technical Consultants.

H. General

IM). The Committee uere glad to he ai^ured h\ the refnesenta- 
lives of the .Ministiy that the Agreement htis on the ichole worked 
satisfactorily 'o far in spite of a fe'w drt'iations here and there and 
that it had achieved its main f/urfiose. However, there had aho 
been cases irhere—

fii the L T .l.  have had to purchase plant and machinery from 
the .A.T.F.. in exce.̂ s of what u'c,? strictly required and 
that some of this machinery is still lying idle (I’ide 
paragraph 70 and 104̂  ;

theie had been delays in the mattei of getting nianufactur- 
ing data and other technical information especially in 
regard to Carrier Equipment as a result of :i hich pro­
duction in the transmission division has been delayed 
by 1 IJ years;
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(iii) there had been difficulties in the matter of getting sup­
plies of certain materials through the A .T.E . which 
nos also resulted in higher prices being paid than for 
direct supplies. {These prices are stated to have been 
got rectified la ter); and

(iv) there had been difficulties in the settlement of bills res­
ulting in avoidable delays in paymer\ts.

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.
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O RG AN  IS A ! ION

A. Board of Directors

28. The business of the Company is managed by a Bo^rd 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. *The number of Directors of the Company under the 
Articles of Association of the Ck)mpany 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 tlie 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 l.S of the Company's Agreement with the 
Ciovernmcnt of India. The present composition of the Board is as 
follows:

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

Directors-. (1) Chief Engineer, Posts and Telegraphs (P. & T . ) .
(2) Represenutive of the Finance Ministiy.
(3) Representative of the Government of Mysore.
(4) Representative of the A.T.E.
(5) Representatives of the Industry:—

(a) Sir \'ithal N. Chandavarkar, Bombay.
(b) Shri .S. M. Ramakrishna Rao. Bangalore.

(6) Managing Director, I.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 ap^inting the Secretary of the parent Minis­
try as the Qiainnan of the Board of Directors of a Government Com­
pany has already been dealt with by the Ckimmittee in paras 47-48 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 anti aptitude 
who holds no post in the Secretariat or has seivred his connection with 
the administration. They would further suggest that persom with 
business experience who might have no interest in private under­
takings and also persons of experience in financial matters and in tele- 
communicafion engineering should be associated with the Board in

11
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terms with the recommendations contained in the Committee's Six­
teenth Report. T o  the extent possible, they could also act as func­
tional advisers in various matters and provide technical services in the 
fields of production, performance measurement, etc.

SI. The Ministry of Transport and C^ommunications 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 tlie I.T .I. had experienced any diiRculties on 

account of these limitations on the powers of the Board of Directors, it 
was stated that no difficuhies had been felt by the management in this 
connection.

32. The Ck>mmittc‘e found that on a few occasions references had 
been made by the I.T .I. to the Government of India wliere 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 .I.’s prtxlucts to Indo­
nesia on a credit basis were referred to Government for their approval 
possibly because I.T .I. wanted Government to stand security for the 
dues which it is understood was not agreed to by CTovernment. Even 
apart from such references the presence of tJjc Scrrctar>' 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 prcxluction prolamine. 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 br taken by it.

33. Incidentally, it also ap^xrared to the Ckinimittee that the lk>ard 
ot Directors had been spending considerable time discussing matten 
which could be disposed of by lower authorities to whom powers have 
been or could be delegated e.g., exu-nsion of posts, sanction to leave, 
fixing or transporution ctiarges lor officers using (>)ini>anys call-vans, 
advances for pun hase of cycles, water supply arrangements, rc-appro 
priations under-limits of the master budget eu. The Committee 
consider that the Board of Directors should concentrate on policy 
matters and measures to improve efficiency, economy and production 
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 there 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 Maruigement. They would further suggest that it 
should also be ensured by the various authorities that the powers deU^ 
pited to authorities below them are actually exercised.

12



B. Oiganisational set-up

34. A  Chart showing the present organisational set-up of the I.T .l. 
is pven at Appendix I with an explanatory note. As would be 
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, Manage;]- 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) Ltd., Bangalore, the L T .L  has no Board of Management. 
However, during discussion, it was explained that the I.T .L  followed 
a method of holding weekly consultations with the Heads of Depart­
ments t>n \arious matters which helped the Managing Director in 
reaching decisions.

.S6. The Cknnmittee examined the justification for the existence of 
separate posts of General Manager (Rs. 1.300—60—1600) and Manager 
(Rs. 1300—60—1600K It was explained that the extent of supervi­
sion over the various departmenu in the I.T .l. was considerable and 
that while the General Manager was responsible for the Transmission 
Department, the M.A.X. factory, Stores and Shipping Department etc., 
the Manager looked after the Administration, Branch offices, ^ r -  
chases and sales. Engineering and Construction Departments. The 
Committee do not feel that the division of u'ork 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 worked under the General 
Manager ivho 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 I .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 Debartments 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 I .T .I. should be reviewed in the light of the above remarks, as 
well as of the position obtaining in modem undertakings elsewhere.

38. Further, to ensure better coordination, the Committee would 
surest thejorm ation 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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i .T J .  to assist the Managing Director in the exercise of his powers, 
functions and responsibuities not in an informal manner but by 
holding meetings at regular intervals, maintaining records of pro­
ceedings etc. ~In this connection, they might mention that the practice 
of having Boards of Management which involvts 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 imderstand that there is a P ’nance Committee
consisting of S Directors of the The Managing Director, the
Chief Engineer, P & T , and the represenutive of Ministry of Finance. 
It holds regular jneetings for considering all financial matters and is 
stated to be working more on conventions than on definite del^ations. 
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 represenutive of the Ministry of Finance, 
with the Finance Committee, especially in view of the fact that they 
are stationed at New Delhi where the>- have other responsibilities 
also. Further, in view of the fact tliat there is no delegation of 
powers to that Committee so that all its recommendations have to be 
placed before the Board of Directors, tiiree of whom c'onstitute 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 m< t̂ters should be 
considered by the Board of Directors, there should be sufficient 
delegation of authority beloxc that Irvel 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 I.T .I.

41. There are at present 5 Branch offices of the l.T .I. (P ) Ltd., at 
Calcutu, Bombay, Delhi, Madras and London. The Branches at Cal- 
cutu, 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 19,680
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 Shipping Agents approv­
ed by the Government of India, They would suggest that this 
question may be examined in consultation with the Ministry of 
Transport and Cmmmunicatiom.

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 R: T  and«Governmcnt of India. The Committee feel that the 
justification for its continuance may 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 rcgard.s the Ixjudon Branch, the Ck«nmittee were informed 
that it has at present one Officer and two clerks and that it v̂̂ ould have 
to bt* 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 fc 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 ser\ ice and the P fc 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 R; T  is costlier than by. I.T .I. 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 I .T J . to keep 
some maintenance staff to look after the PAXs installed in the areas 
served by the various Branches, they would suggest that the I .T J .  
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.
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E. Liaison with User Departments and A.T.E.

47. So far as liaison with tlie Posts and Telegraphs Department is 
concerned, there are two Cx>mmittecs assbting the I.T .I. viz., 
Technical Advisory Committee and Production Cmrdination Com­
mittee. The Technical Advisory C<ommittee has representatives 
from Indian Telephone Industries, Automatic Telephone and Elec-

•Privatc Auto tsxchaniitc.



trie Ck>mpany and Posts and Telegraphs Department. They meet 
once a quarter every year and discuss:

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

(b) Production programme vis-a-vis Posts and Telegraphs’
requirements.

T iie Chief Engineer (Planning), Posts and 'I'elegraphs is 
one of the Posts and T e le^ p h s  Representative so that 
technical problems relating to sjjecjfications, 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 Teleplione 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 Esublishment (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 
I.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 I.T .I. and the user departments of P. 8c T . They therefore feel 
that a better arrangement might be to have one coordination Com­
mittee with i  to A sub-Committees each dealing with the require­
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 defmrtments on the other.
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ACCOUNTS & FINANCE 

A. Capital

(i) Authorised Capital:

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

IV

Name of the shareholders 

<

No. of Amount 
shares (Rs.)

Percentage 
of total

1. Govt, of India
2. Govt, of Mysore
3. A.T.E. Ltd.

(under the provision 
of the Agreement)

3,58,745 3,58,74,500 
31,250 31,25,000 
10,005 10,00,500

8 9 7
7-8
2-5

T otal 4,00,000 4,00,00,000 100*0

(ii) Participating Capital vis-a-vis Output;

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

(figures in lakhs of rupees.)

S. No. Particulars 1954-55 i955-5« 1956-57

1 Participate Capital

(a) Total paid-up capital . 
(jb) Loans from State Bank 
(c) Loans from Govt.

400 400 
52
52 52

400

63
64

T otal 504 45a 5>7

2. ^Production including works in Pngrea
at the end of year . . . .  309 337

Percentage of (2) to ( 1)  61% 74%
377

7»%

*Productioa figures have been calculated for each year t^«rately after VBorirg ibe 
works-i '̂progrcn at the beginning of eich year. Sh  para 97 of the Report.
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Thus in the year 1954-55, the percentage o£ production to 
capital 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 Conunittee that the Capital 
output ratio was only 72%, the represenutive of the Ministty of 
Finance (G>mmunications) stated that the figure was 81%, if  the 
loan amounting to Rs. 63 lakhs uken from the S^ate Bank of India 
was excluded from the working capital. He also u ig ^  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 undersund that in specialised industries 
inchiding tele-communication, it should be at least 1:1 and could 
even 1:2. It  is eindent that efforts will have to be made by the I.T .I. 
to iunease their production to the optimum 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.
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B. Financial Results of Working

in figures relatin;
:ars;

(figures in lakhs of rupees)

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

S. Particulars 
No.

1 9 5 3 - 5 4 1 9 5 4 - 5 5 1 9 5 5 - 5 6 1 9 5 6 - 5 7

I. Saks . . . . 2 9 1  * 9 3 0 2 - 5 2 5 8 - 9 2 7 2

2 . Gross profits
3 . Percentage of Gross Pro­

2 7 - 6 2 7 * 5 2 6  0 2 2 - 7

fits to Saks 9 * 6 , 9 * 2 1 0 * 0 1 8 * 7

4 . Net profits 2 3 - 4 1 5 - 5 2 6 * 0 2 3 - 6

5. Dividends a%*
6 . Total Depreciation
7 . Depreciation on IdkMa-

1 8  6 2 3 * 7 21*00 2 6 * 1 1

diinery 
8. Provision for renewals and

1*8 » - 3 *8

rqriacements 1 1 - 5 0 . , I *o
9. Stocks . . . . 22-8 2 7 - 2 3 4 - 2 22*8

10. Book debts
IT. Provision for bad debt

1 4 5 - 2 3 0 4 - 9 2 2 9  4 1 3 1  - 6

reserve
12. Provision for general re-

3 8 9 . • •

serve
13. Res. for Income-tax and

Super-Tax
14. Loans from Government

atyi Banks
15. writts off

7-5 7-5 8*0

3 0 10*2 15 0

24-47 103*82 51-84 126*4
•5 •3 •2 *8

•Pr^Josed for 1956-57



55. Profits: The profits ot the l.'l'.I. were mainly on account o£ 
the profit margin allowed on the cost of production or sales in the 
case of imported equipment. The profit margins were 7J% in the 
case of P & T , 10^ for other Government departments and 12^% 
for private parties in  the case of I.T .I. ’s producu and 5%  commission 
in the case of direct sales. The Committee may, however, point out 
that in mono|x>lY public concerns profits have to be viewed differ­
ently.

.56. Prior to November, 1955, supplies to the P X: 1' were based 
<m provisional %elling prices. These resulted in the P & 'l ' beil^  
f>vercharged to the extent of Rs. 60 lakhs upto 31st March 1956, 
which had to be adjusted .subsequently. Further, the figures of 
profit shoi^ above do not seem to take into account the amounts of 
royally, etc., which have still to be paid to the A.T.E. for 1954-55 as 
alM the Selling Price Variations for 1955-56. The figures of profits 
shown in the above sutement are, therefore, not real. It has, been 
pointed out that the payment of Rs. 60 lakhs to the P & T  I^part- 
meni and of royalty to the /\ T.E. which is to be recovered from the 
P. 8c T . Department would not affect the profits of tlie I.T .I. for any 
year. The Commillee doubt, howert'er, ivhether the declaration of a 
dividrud by the Directors in 1955-56 and in 1956-57 uw in tonsonance 
with the accepted commercial practice.
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51. Incidentally, the C^nnniittee wen- iiifonned tiiat the I.T .I. 
had a proposal to increase the profit margins referred to earlier by 
rates varying from 2]^% in the rase of P. & T . to in the case of tlie 
pri\*ate parties. This was justified by the Managing Director, I.T .I. 
on the ground that it uas in accordance with the practice followed 
by ihf Bharat F.lcrtronit s Ltd.. in whose case th<“ Planning Ck>mmis- 
sion had fixed a profit margin ol 10^, . The Committee would 
consider these increases as unobjectionable long as they assisted in 
self-financing future development projects. At the same time, they 
would point out that the basic objectix>e of a public enterprise like 
the I.T .I. should not only be to realize a financial profit but to pro­
duce the required products, to achin>e the optimum output and to 
ensure production b\ economic and efficient methods.

Depieciation and Renewals reserve: 1 he (.AHiimittee observe 
(hat in regard to depreciation, the Straight Line method is followed 
in the I.T.I. wItiU* provision for Replacement and Renewals Reserve 
is made <m an ad-hoc basis depending on tlte availability of funds, and 
estimated future requirements. In regard to the amount promded 
for depreciation the Committee observe valuations which do not 
teem to have relation to either increa.se 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 droreciation 
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 
l.T .l. stood at Rs. 24 lakhs as on 1st March, 195“*. 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 reser ‘̂es go to streng­
then the internal finances of an undertaking.

61. Book Debts: It is evident from the sutement given earlier 
in this section that the position regarding the book debts of the I.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 tlie posi­
tion has no doubt improved considerably. Thus, the total Book- 
debts as on 1st 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 Dcfence Department 
and other parties. Nevertheless, the Committee do not feel happy 
tkat a commercial undertaking like I .T J . should have allowed such 
outstandings to accumulate especially from a department whose re- 
presentative functions on its Board of Directon. They consider thii 
as particularly unbusinesslike in view of the fact that because of this 
locking up of funds, the I .T .I.  had to borrow from the Government 
and the State Bank of India. These borrowings amounted to Rs. 
127 lakhs as on 3lst .March, 1957 and the interest thereon about Rs. 
5 lakhs. The Committee recommend that actiort to liquidate the 
outstandings should be i^igorously pursued hy the I.T .I. with the con­
cerned Departments.

62. .\s re^rds the dues from the P. & T. Department, the Com 
mittee were informed by the C.E., P. & T . that according to the P. fc 
T . books the total outst^^idings due to the I.T .I. were only Rs. 40— 
50 lakhs. The Committee consider it incTedible that there should 
be such wide discrepancies between the books of the I.T .I. and the 
P. Sc T . Department. One of the reasons for this discrepancy was ex­
plained to be the possible non-receipt by the P. S; T . uniu of bills 
sent by the I.T .I. ordinary post which was now sought to be over­
come by sending them by registered post. The Committee were not. 
hoivever, convinced by this reasons adduced for the discrepancy. 
They consider that the nuiin reasons for the ouutanding arc the lack 
o f promptnen on tlie part of the I.T .I. in rendering bills or in chas­
ing tlxMe which were not paid within a reasonable time, and also on 
die pan o f the P. fc T . uniu in paying or uking any action on the 
b ilb  reodcfcd to them for supply o f goods. The Commitie* rtcom- 
mend that strong action should be taken against those who atlowed 
the dues to aecumulate both in the I.T J. and the P. I; T . units tmd
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that there should in future be greater co-ordination between the two 
in the settlement of dues.

63. It was contended un behalf of the l.T .l. that the outstandings
against the P. 8c T . were principally due to (i) non-payment of 90% 
value in a large number of cases by P. 8e T . Department on the basis 
of the l.T .l. delivery challan as required under the agreement bet­
ween the D. G. P. & T . and the l.T .l. 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-taK by the P. & T . uniu (Rs. 10 lacs) and (iii) rejec­
tions of go<xls supplied by l.T .l. (Rs. 5 lacs). As regards the 90% 
value, the Committee would suggest that since there is already P. te 
T . inspection staff stationed at the the desirability of sending
immediately a copy of the I .T .I.  delivery challan accompanied by the 
inspection certificate to the Deputy Accountant General P. & T. con­
cerned, who could 071 its receipt arrange payments to the I .T J .  
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. 8c 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. 8c T . should examine all such cases and issue strict instructions in 
the matter.

65. As regards sales-tax, the Committee feiil to understand why 
its payment should continue to be objected to by the P. 8c T . units 
even after the question of inter-Sute Sales Tax has been settled and 
Darticularly for the periods prior to 6th September, 1955 and after 
1st July, 1957. They suggest that immediate instructions should be 
issued in the matter hy 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 B ill 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 fneyments due to I.T J . from Rail­
ways and Defence, the Committee would suggest that the exist- 
ing procedure followed in the case of P. ir T . together with the above 
suggestions should be made applicable in their case also and that the 
necessarjk discussions for the purfntse be undertaken immediately.

68. Finally the Committee observe from the terms and conditions 
of suftpfy that no interest is levied on delayed payments rn account



of supplies of goods etc. They would suggest that the desirability of 
levying a charge of this nature in accordance with normal commer­
cial practice should be considered.

69. Writes off: It will be seen from the stateiqent 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 ihe company and 
xcould suggest that the management should examine in t» them 
carefully.

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)

22

Items 1954-55 *955-56 1956-57 1957*58
Budgtt

(0 Salaries & Wages 33 (loo) 39 (n 8) 5* ( i6o)

(ti) Overheads. 49 (lOO) 5 8 ( 118) 7* (*47)
(»0 Power & fuel i ( 100) 1 *3 ( 130) 1 *6 ( 160) 2 -0 3 (200)
(to) Depreciation . 23*7 ( 100) 2 1 -0 0 (88) 26*1 (n o ) 28*0 ( 118)
(v) Depreciation on idle

machinery . i *8 ( 100) i 3 (72)  -8 (44)
(m) Repairs to machinery . 4 *1 ( 100) 7 ’9(193) 4 2 ( 102)
(tm) Total revenue expen­

diture 76 ( 100) 94. (124) 110 ( 144) 130 ( 171)
(vttO Plant & machinery in

&ctory . . 87*7 ( 100) 95 -5 ( 109) 107-2 ( 122) 141 ( 171)
(Mf) Total Production . 309 ( 100) 337 ( 109) 377 ( 122) 4*5* (i29)t
(x) Actual Production no ( 100) 139 ( 126) 176 ( 160) 2 3 9 (217) !

(I.T .I.’s Elfon)
(»■) Sales . 302( 100) 259 (85) 272 (90) 350 ( 112)

It would be seen from the above that the increases in salaries and 
wages, o\'erheads, power & fuel as well as total revenue expenditurc- 
have been disproportionate to the increases in total production and 
sales, over the period 1954-55 to 1956-57. Th iu  while total produc- 
titxi increased by 9% in 55-56 and 22% in 56-57, the corresponding 
increases in Salaries Jt wages and toul revenue expenditure were of 
the order of 18% -f 60% and 24% -f 44% respectively. 
The increases do not however compare unfavourably with 
the increases in actual production i.e., I.T .I.’s  ̂ efforts.

*Likcly to be actual for 1957*5*-
tl.T.l.’S cununcnlt at Appendix VII received tm #-4-511.



But, the proportion o( salaries and wages to the toul revenue expen­
diture has been steadily rising over this period being 43‘5 %, 42*5% 
and 47'5% while that budgeted for 1957-58 would be 54%.

The above uble would also show that depreciation on idle 
machinery has b&n decreasing. Its decreasing proportion to the 
depreciation charged during these years, viz., 1, 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 
toul production during each of the three years to the plant and 
machinery alm#st 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 29% 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 I.T .I.  carefully analysed and take action to control 
disproportionate increases u>herever they are noticed.
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Thus, there are considerable variations between Ihe actuab and 
bu^eted figures, which range from 1.8 per cent in the case of 
Stan Welfare Expenses for 1964-55 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 hea^ for several years. Even 
in regard to Salaries and Wages, the variations amount to 11*14 per 
cent. It is ev id «it that the standard of budgeting in the I.T .I. is far 
from satisfactoiy.

74. The Committee are aware that in commercial undertakings 
x'arictions between 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 elective 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 
Ck)st Accounts Officer (C.C.A-O.) of the Government o f  India who 
examined the system of accounting in I.T .I. 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 satisfied widi 
the system of accoimting followed in the I.T.I. He. therefore, made 
various suggestions to improve the system of accounting in the Com­
pany as a ls o  for effecting economies in its working. The Committee 
obscrxc from the 2nd Rejx>rt which was made available to them on 
a specific inqu i^ only on 10th February, 1958. (extracts from the 
hrst report having been made available much ea rlie T ) 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 Ministr>' the acdon 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 I .T .I. Even the Board of Directors, do not seem to 
have taken any specific note of these Reports of the C.C.A.O. which 
is unfortunatr. The Committee would recommend that the Board of 
Directors should arrange for immediate action on the reports and re­
commendations made by the C.C.A.O.

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

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

•Sinc^ received on jrd April, 1958. S*t Appendix 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 cosL”

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"

"I 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 
Mcond report;

. . tlic original actuunting itself was in arrears—and there­
fore costs based on proper dau were not available to 
think of further looking into the possibility o f a com­
parative study being made into the t ost of similar im- 
portcHl articles. This could be taken in hand only when 
it is known that costs produced at I.T .l. are correct and 
have been compiled on proper methods."

I'h e  internal audit department tiad also pointed out in successive 
reports defecu in regard to costing sucii as delays in compiling cost 
figures, non-availability of standard costs and absence of review uf cost 
cards.

77. The Committee recommend that ijte entire system of ac­
counting—financial, cost and stores—should be urgently got examined 
afresh by an expfert team specially to be set up for th t Intrpose. In ­
cidentally the Committee would observe that during their examina­
tion of various State undertakings they inxfariabfy 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 Goverttment should urgently consider the setting up 
of an expert committee to go into the system of Accounting—Finance, 
Cost and Stores—in all the State Undertakings with a inew to making 
it fooi proof and achieving standardisation of Accounting Proce­
dure, to the extent possible, at least in all manufacturing units.

E. Preaenution of Accounu

7S. The Committee lom tdn  it desirable that the Annual A c­
counts and Reitorts of Punblic Vndevtakings placed before the Par­
liament should be made far more detailed and exhaustive than at 
present. These should clearly brin^ out the financial working o f 
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 user ,̂ personnel and training matters, etc., together 
with illustrative graphs and charts wherever possible. In  this con­
nection, the Committee would suggest that the Annual Reports and 
accou‘iUs 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 tfte Parliament before the commencement of Budget 
discussions. In  their absence, the Committee had to call for detail­
ed information on almost everything from the I.T .I.  during their 
examination of the undertaking-

F. Audit

79. The I.T .I. I>eing a private limited company fonned under the 
C:ompanies .\ct, 1956, its accounts are audited by the auditors ap­
pointed by tlic (iovernment of India on tbe advice of the Comptro- 
Icr and Auditor-General under the provisions of .Sec. 619 of the Act 

ibid. 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 fk Auditor- 
General may also submit an Audit Report to the Parliament. Besides 
there is also a sc{iarate Internal .\udit Organisation in the I.T .I. for 
an in(le|X'ndetit and continuous examination of the accounting, 
financial, manufacturing and other operations carried out at the 
I.T.I. by the various dc|)artnients. 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 .I. they have also stationed at I.T .I. a .separate cost-check and 
inspection staff consisting of I .\ccounts Officer, 2 .\ccountants,
1 (>ra(>hi.st, 2 Divisional Engineers. 2 Asstt. Engineers and about II  
clerks. In view of the fact that there already exists in the I.T.I. 
a s<‘|iarate C.ost and Internal .\udit Organisation, the Committee feel 
that a .sc|)arate ins|x*ction staff need only lie kept by the P. Sr T . at
I.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 he possible for the P. c* T. Department 
to accept a certificate from the Cost .iccounts authorities of the I.T .I. 
as to the cost of articles supplied to that Department, at least after 
the accounting system has been reviewed as suggested earlier. They 
wouUi, therefore, suggest that the justification for hai’ing a separate 
cost check staff by the P. & T. might be examined by the Ministry of 
Transport •and Communications (Department of Communications) 
in  consultation with the Ministry of Finance and the Comptroller and 
Auditor-General of India.
lit
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PR O D U CTIO N  

A. Projects

81. The principal projects for purposes of production in the l.T .I. 
are at present two viz. (a) M.A.X. (Main Automatic Exchange): 
and (b) Transmission equipment.

82. M AJC . 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 jlevelopment was fabrication of indivi­
dual comjxjnents in I.T .I. itself.

83. Transmission Division.—The  transmission Department was 
surted in April, 1950 in the I.T .I. to manufacture the transmissions 
equipment. In the initial suges, the development work was carried 
out in the Electrical Communication Lalxiratory of the Indian Insti­
tute of Science. After tlie successful completion of Single Channel 
Carrier Telephone .System, bulk production was taken up and now 
tlie Division is working on  ̂ Channel Carrier Telephone System, 
«  Channel Carrier .System and 12 Channel C-arrier .System for whicli 
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, L’ F. Repeaters, 
4 channel equipment. Transmission Measuring .Seu. Channel dis- 
placers etc.

B. Review of Production

84. The following uble shows the estimated production and the 
actual production in I.T .I. during the Iasi 5 years;
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The above figures include manufacture on the basis of conyx>nents 
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

1952-5 3 ................................... 43*12 4*62 47*74
1953-5 4 ...................................  101-43 5*33 106-76
1954-5 5 ................................... 4» i 8 4-62 4580
1955-5 6 ...........................................20 44 ilii-86 33-30
1956-5 7 ...........................................  45-57 17 12 6 269

85. It would thus be observed that in several cases, the production 
in I.T .I. did not reach the urgets 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 resjject of 12 channcl carrier equipment was 
however due to non-receipt of components etc. from A.T.E. The 
Committee undersund 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. 8: T . lias been requested to place firm 
orders about 22 months in advance.

86. The Committee would recommend that the I .T .I. should 
impress on the P. & T. whose representative functions on the Board 
of the I.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 py 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
quently altered since such changes result not only in decreased ^ o -  
ductivity hut also in loss of work-flow and inefficient u.%e of manpower 
and machines.

87. As regards the I.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 I.T.I. and manufacture and assembly of sub­
components like Dials, Transmitters and Telephone condensers have 
been esublished. 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 pven 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 .I. ’s efforts) has been Rs. 110 lakhs. Rs. 139 lakhs 
and Rs. 176 lakhs respectively, i>. Rs. 425 lakhs which comes to only 
About 41% o f the total production of Rs. 102S lakhs during that
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period. The Committee, therefore, recommend that efforts should 
be made to improve the extent of acttial production in the I .T J .

C. Programme of Production

88. (i) M A X  Equipment.—The  Committee were informed that the 
present targets for supply of M AX  equipment to the P. & T . Depart­
ment on expansioif as well as replacement account during the 2nd Five 
Year Plan envisage the cut-over of about 165,000 lines of new auto­
equipment. For* this purpose, the supply of equipment has to be 
completed by about the end of the 4th Year of the Plan. O f this
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tĉ  be supplied
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 M AX  Equipment and about 45.000 telephone 
instruments per annum during the years 1958—60. By 1960, the 
urget 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 Taiget

1. I2-Channel open wire systems . 5 a year 3 to 5 a year.
2. 12-Channel Groups for Co-axial Pro­

ject ........................ 148 in 4 years** 18 in 2 yean.
3. 12-Channel 2 wire Cable systems for

Rly. Electrical Project. . 32 in 2 years**
4. 3-Channel open wire system . . 30 a year 30 to 40 a year.
5. Single Channel open wire system . 30 a year 30 a year.
6. 8-Channel open wire system . . 6 a year
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**

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

Thus the targets and capacity of the I.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 I.T .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 purpose the I.T .I. had also 
sent 8 Engineers for training to the A.T.E. Further it is understood 
chat the I»T.I. has received the required technical and manufacturing



infonnation 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 Dejnrtment costing about Rs- 3*5 lakhs 
is nearing completion and most of the required machinery has also 
been received.

V 91. The Committee feel that the manufacture of the transmission 
equipment needs to be given greater attention in the I .T .I.  than at 
present especially considering its revenue-earning capbcity 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 I.T .I.  should be 
reviewed in the light of the above remarks.

92. (iii) Other Equipment.—In  view ot the surplus capacity avail­
able in ceruin shops of the I.T .I. the manufacturing of certain items 
which can be produced in the I.T .I. 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 sho^d he explored so as to 
utilise fully the spare capacity.

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

1. Mines Signalling Equipment and associated telephone equip­
ment.

2. Automatic Road .Signalling Equipment.
3. Automatic Voting Equipment.
4. Remote Ck>ntrol Equipment.
5. P.\X Equipment i oupled with Public Address System.
6 . Staff Locaters.
7. Country' sets—\'.H.F. Telephone System.
8. Operators flame proof Telephones.
9. High Tension Protective Equipment.

94. The Committee understand that there have been some discus­
sions regarding the possibilities of I.T .I. and B.E-L. each taking up 
the manuCKture of certain parts and componenu for the other on a 
regular basis and tliat recently it has been agreed that the I.T .I. will 
act »  subcontractors to B.E.L. in the matter of supplying Carrier 
Equipment to Railways, to work in conjunction with Radio Multi­
channel Equipment manufactured by the B.E.L. and that I.T .I. will 
be able to undertake the manufacture of such equipment as soon as 
formal specifications and orders are issued by B.E.L.
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The Committee understand, however, that some difficulty is being 

experienced by the two Concerns in regard to the above since B.E.L. 
follows the metric system while the J.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 Committee 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 I.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 tele-communication 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 arc of the order of Rs. I l l  lakhs. The 
Committee would, therefore, recommend that in order to ensure the 
utilisation of this surplus capacity and to minimise dependence on 
imports, the L T J . should undertake production of as many other 
items both in the tele-communication and non-telecommunication 
fields as possible. For this purpose, the I.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 I.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 I .T .I.  should draw up necessary plans for starting manu­
facturing operations on the basis of the survey.

D. C*si of Production

96. The following table shows the trends in the cost of production 
of certain items manufactured in the I.T .I. for the years 1955-56 and
1956-57:-

Description 1955-56 1956-57

Rs. Rs.
Auto Telephone....................................................90-00 79* 19
C. B. Telephone....................................................70-00 61-33
Dial 24c ............................................................ 20-00 i6-88
T r a n s m it t e r ....................................................4-53 4-12
M e t e r ............................................................ 16-oo 10-66

U n is e l e c t o r ....................................................37'85 33*48
Strip connection....................................................8-75 7-12
Condenser 2 ‘ o M F ........................................... 3-05 2-35

 ̂It was also pointed out that these prices compared well with the 
prices of the'corresponding products of A.T.E.



The comparative cost of certain common items of production in 
the I.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 I.T .I. products.

97. While the Ck>mmittee are glad to note the downward trend 
in the cost of production in the I.T .I. they feel diat 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)

S. Particulars 1954-55 I955 56 1956-57
No.

Rs. % Rs. % Rs. %

1. Direct material . 252 81*5 269 79*8 292 77-4
2. Direct Labour . . .  8 2*6 10 , 2*9 13 3*4
3. Over-heads . . . . 49 15 *9 5® *7*3 7* *9'2
4. Percentage of overhead to Direa

Labour . . . .  612-5% 580% 554%

S4

Total producttott (including 
works in progress at the end.) 309 loo-o 337 loo-o 377 loo-o

Thus, while the percenuge 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 percenuge of overheads to the total cost during this 
period went up by 3-3 per ceQt. 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 I.T-1. in 1954 found that the 
percentage of such overheads was 946 M r 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 
per cent. It is obvious, therefore, that even the present rate i.e. 
554 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 he 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 sinml' 
taneously undertaking a review of the staff position. In  this eonnee-



tion, attention is invited to para. 75 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 I .T .I.

E. Sales
98. (i) Sales* Organisation.—There  is a separate Sales Organisa­

tion in the I.T .l. which handles all enquiries and orders received 
irom 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. W h en ^ k ed  what sp>ecial purpose was served by the Sales 
Section when W  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 
^oods manufactured in I.T .l. but also of allied impxsrted 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 thb could not be looked after by some other Department 
of I.T .l. or by appointing agents, it was suted 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 
I .T . l.  by proper advertisement and negotiations to find agents on 
payment of reasonable remuneration.

100. As regards sales of I.T .l. products in other countries, the 
Ck>mmittee were informed that to the extent possible, agents were 
being appointed for the purjxjse. 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 I.T .l. to 
certain territories mentioned in the Agreement. In regard to other 
countries, the Agreement lays down that export of such equipment 
manufactured by I.T .l. 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 j>art of the territory for op>eration on condition 
that A.T.E. will also be free to operate there- Also, as mentioned 
earlier, A.T.E. have agreed to allow I.T .l. to operate in Egypt and 
Afghanisun, for a limited period of two years, subject to payment of 
small commission to them. Further offers and enquiries are also 
under process w’ith Syria. Philippines and South Africa.

102. The Committee were informed that the main difficulty 
experieqicMl by I.T .l. in regard to promotion of sales in foreign
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countries was due to keen competition from other more well- 
esublished foreign tele-comipunication equipment manufacturers. 
Even though as mentioned earlier, the prices o£ I.T .I. products com­
pared fovourably with corresponding A-T.E. products. One of the 
reasons for this was stated to be that the foreign companies were even 
prepared to undersell equipment initially and then get compensated 
later from out of the supply of 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 
market on commercial lines should be xngorously pur ued by the 
I.T.I.
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F. Utilisation of Plant and Maclunery

104. The Committee asked for statistics regarding the utilisation 
of plant and machinery in the I.T .I. It was suted that prior to 
1954-55 no direct statistics were mainuined. 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 not 
available. The average figures of machine utilisation tor the whole 
factory for the last five years as furnished and the extent of plant and 
machinery installed at the end of each of the last five years are as 
follows:—

Year
Rupees in lakhs Average utilisation 

value of idle machi­
nery

1952-33

1953-54

1954-55

1955-56 

*956-57

69-71 35% 45 lakhs

80-29 56% 36 lakhs

87-7 8a% 15 lakhi

95-5 91% 9 lakhs

107 iia%

The extent of machinery lying completely idle has been approxi­
mately stated in para. 70 as Rs. 6 laklu, Rs- 5-7 lakhs and Rs. 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. 5'2 lakhs. The above figures only show the average



position for the whole factory. The position in each machine shop 
was stated to be as follows:—
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SI. Group 
No.

1956-57 1955-56  1954-55
•M/c. M/c. M/c. 
Utln. Utln. Utln. Utln.

i95*-53
M/c.
Utln.

I. 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 80
5. Frame Works * 120 n o 105 83 30

6. Moulding 175 126 129 103 69
7 . Relay Manufacture 130 123 102 58 10

8. Bank Manufacture . n o 108 91 52
9. Plating, Finishing etc. 140 I I I 93 56 35

10. Automatics . 140 120 89 35 30

I I.  Miscellaneous Manufac­
turing 102 102 60 10 . .

12. Switches Manufacturing . 75 73 59 20 10
13. Die Casting .
I*

60 55 43 • •

Factory Average . 1 1 2  91 82 56 35

'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 tran 
one shift, i.e., 8 out of 13 shops were working on more than one shift.
2 being on S shifts and some only partially on double shifts.

Even these figures show only the average [x»ition 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 tiie 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 I.T .I. However, they 
offered to purchase back some machinery but the I.T .I. decided to 
retain it in view of increase in schedule and manufacturing prospects.

106. The Committee are concerned to observe that the I.T .I. 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



lying idle. I t  is evident, that there has been lack of proper planning 
as well as coordination between I.T .I .  and A .T £ .  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 £ .  also do not seem to have been scrutinised sufficiently by the 
I .T J . 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.
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STORES

A. Purchase Organisation

108. The Purchase Or^nisation 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, I.T.I., is Chairman, the 
F & A  Manager, and Stock Controller are Meml^rs, 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 u>ith advantage by other State 
Undertakings.

109. Hou'ever, in of the fact that the annual purchases of
the I.T -I. amount to Rs. 2.5—3 crores, the Committee would suggest 
that the feasibility of associating non-officials with this Committee 
may be examined by the /. 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 typ)e 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 
montlis and for the indigenous materials three months.

1 1 1 . The Committee understand that in spite of this system there
have i)ecn (Kxasions witen there have been bottlenecks in produc­
tion due mainly to the non-receipt of material in time. In order to 
overcome these difficulties, stcx:k-piling has been resorted to. How­
ever, from a note furnished to the Committee, it is observed that in 
many cases, the I.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 sKxks of raw materials for the years
1954 55 and 1955-56 (which was Rs. 50.4 lakhs and 43.2 lakhs res- 
jiectively) 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. and Rs. 23,000 respectively, i.e., an average loss of
3,000 roan hours per month. The Committee consider that it should 
be possible to minimise overstocking and yet avoid bottlenecks by 
proper fithnning by stipulating realistic delivery dates for materials

39

VI



and by imposing penalties for failure on the part of suppliers to 
supply the materials in time. A t the same time a commercial organi­
sation like the I .T .I.  should also take fu ll 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 mativals, 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 sf^cial components required in 
connection with transmission division requirements aqd sp^ial types 
o f capital plant such as motor generators, stationary batteries of high 
capacity, ringing machines, etc., are also imported.

1J.4. The Committee wer^ informed that the possibility of using 
indigenous raw materials was being constantly explored and that as 
far a s pouible the manufacture of imported items was being uken 
up in the factory whenever the item was suiuble for the line of pro­
duction in the l.T.I- In otiier 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 Hindusun Cables 
(P ) Ltd., was also being regularly contacted for the manufacture 
of cables and switch-boards. These efforts had resulted in p ro g re ss  
on the telephone and exchange sides. With regard to the transmis­
sion side, the position is stated to be improving and the manufiacture 
of more and more components is being taken up by the l.T .I.

115. The Committee recommend that in view of the position re­
garding the extent of imports of raw materials, components etc. 
(even 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 beHaken in coordination with 
the Development Wing. An increasing use should also he 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. T h e  
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 I .T .I .  However, to obtain better results in all these matters, the 
Committee 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 m the country for the manufacture of imported 
Railway equipment, to assess the existing capacity of Stores httherto 
manufactured in the country and to suggest ways and means of in- 
c^gffing the indigenous capacity to produce the imported items.
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TELEPH O N E  EXPANSION SCHEMES OF T H E  P. &: T .
D E PA R TM E N T

A. General

(i) Organisation

116. The Vosts and Telegraphs Depariment under the Director-
Cieneral, Posts fc Telegraphs, is divided into two Wings viz,, (i) 
Posts, and (ii) Telegraphs and l>lephones, the latter being under 
the ledinical control ot (*Jiiel Engineer, P. & T . There is a separate 
Chief Engineer (Planning), who is intrr alia resjxmsible lor all 
Telegraph and Felephone Planning and large-projecLs including 
Konihay and C'.ah utta amo expansion s< liemes. In addition, there 
is an Additional Chiel Engineer. 1. I). Circle, Jubbuljxire, u*s-
ponsible lor cxecuyon of large installations and training of {person­
nel. For day lo day e\e(Uti\c work, the countiT has been divided 
into 1- regional uniis known as <i;cles, which exercise local control 
over lelephoiu-s as well as telegraph and postal ser\ice.

( i i )  7'. K: T .  \Vo) l{.\hoJjs

117. riieie ate at present .i wfirkshops luider the C^eneral Mana­
ger, P. iv: I . \Vorkslio|js. ( iaic utia—one each at Alipore (Calcutta), 
Bombay and |til>bul|>ore and arc* tonirollcd at present b\ a V w T  
Workshops Board. 1 hc*sc prodtue a varietv ot telephone stores, 
chiefly manual Switch Boaids (apj>ro\imately :U).(M)U lines [xm veari , 
line construction store's, etc.

118. I 'here are only .S items ot prcKiuction viz., P. \\. r>l<Hks. C.ate
ty|>e fuses and tyjn- Relavs. conuuon to the P is; I W orkshops

VII

and the 1. 1 .1. However, the rej>air work of tele 
nianufac turt‘d in the l.'I .1. is carried oiu in the

>hone instruments 
* S: 1* Workshops.

119. During discussion, the Ccninnittee encpiired as to what extent 
it was feasible to have a common management for the I. F.l and 
P 1' workshops. It was c'xplained that the Managing Director of 
I. 'F. 1. could not lake over c harge of P Sc 'F worksliops since it would 
causc* a very heavy load of work on him but ccM>rdination was 
being maintained through the Chief Engineer, P it T  wh<» was the 
Chairman of the P & 'F Workshops Board and also a Dtrectcu on the 
Board of I.T.I. Fhe (AHUinittee were however informed that the 
wliole question of the re-organisation of P & F workshops was at 
present under consideration ot (Government. They would yuf^est 
that ihtk need fot streamlining the organisational set-uff of P  i: T

218 LJS - 4
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Workshops with a view to ensuring greater coordination with J.TJj. 
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 telephone expansion schemes of the P A 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 
\Ving of the P. &: T . Department for the last six years:—

{Figures in erodes of rupees)
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Serial
No.

Years Total
Revenue

Total
Expenditure

Surplus
i + )

I 1951-52 9-55 6 -15 3-40
2 *952-53 10-46 6 94 3 5 2
3 >953-54 h -43 S-SS 2 88
4 1954-55 12-31 «-94 3-27

>955-56 I4'3« 10.82 3-49
6 195^5? 16-2K 11-31 4-97

Gr.\nd T oi ai 74 24 52 - 7 1 21-53

121. Tilt* C;<»inininct* Wfic inlorint**! that of tht- average irleph«>nc 
re\eniu* oi alxiut Rs. i(i <r«uc‘> a vrai the total outstanding^ as on SKt 
Manh. lfr>7. wtTt- alMUit Rs. I(M* lakhs. I'liis niaKci has In'fii <o«n- 
nicnifii u|)on hv liit- PAC in tlu-n \aiioiis ic^xirt.s on P. .v I . ai(ount>. 
I 'h r  ( .(inimiiirc* do not pio{><m- thn i’loic- to make an\ « oiiiiiu'nt.s 
thcrfon hrrt*.

B. Ex|Kin«ion ^heinr«

122. <1 . T f lr ( )h n m ’.\. .\i the iK’^inning ol ili«- FiiM Fu r Yrar Plan
there vtcic alxtui l.(»H,(KM> tclephonr^ in us<’ in ilic tou iiiiv . D ining 
the First IMan |X'ri<Ml I.OO,(HK) teiephonrs wrr<’ inttailcd with the
le^ult that at tlu- ite^innnig ui the S<*(ond Five Year Plan, there were
nearU 2.7<MNM) telephont's. the |x*ndin^ demand Im'UI); estimated at 
aljout I.20,(MM) lines. I'he (<>nunittee were (urihei informed ljy the 
P. T . l)e|>annient that—

likely total demand dtiring ti;e St*(on<l Five Year Plan will 
Ik' alxnit 3.00.000 telephones m*t(*)Mtitating installation <>f 
aiK>ui 2.’»0.(NI0 lines of exchange e<|nipnient. Provision 
has. however. Iteen made in the 2nd Plan only for
I.NO.OOO telephonn out of tvhif ii 1.40,000 will be K>r>ed
ironi aiiK»mati< exchanges and the remainder from 
manual exchanges."



123. The Committee observe that even after installing 1,80,000 
telephones, the outstanding demand will not only remain the same 
-viz., 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. A T . should undertake a 
survey of the teleplione requirements of the country at regular inter- 
-vals.

124. (ii) Trunk Tele!)hone Services:

The 'I'runk I'elcphonc Service is provided by public call offices 
jmd trunk Exclianges which are connected with the trunk net-work 
liy physical circuits and carrier systems. The number of public call 
oHices was 1249 in 19r>r)-.'»fi while anoihcr 1200 are to l>e added during 
^he Second Plan. The C>>iniiiittc'c understand that the plan is:—

(i) lo provide all district Headquarters and sub-Divisional
Head<|uarters with public call offices;

(ii) to expand ilu- public call oflices to tehsil headquarters with
a population of 20.000 and al>ovc:

Ciii i to re-ors’anisc the 'Trunk Kx< hange system by dividing the 
country iiuo II /ones ccntves, fir> district centres and a 
iuiih Iht oI niinoi and dfpeiulcnt exchanges. (In the 2nd 
Plan it is. h<>w*Afi. proposed to take up installation for 
() zones «ciurcs. Disiriu Centies and the minor and 
depemleut Kxt iiaugcs st iM-d bv tljcm.;

125. rite objet live laid down in tlu- Plan is to make available the 
ser\it c not only at all sub ili\isional teh.sil headquarters but also 
within a convenirut distance, sav miles, of anv place in the 
Hoiiiuiy.

12<i. It has been statetl in ihe Second Plan that the teleplume 
expansion ■ ■ p r o g i a m m e  is b r o a f l l y  correlated with th e  development of 
-<apaciiy l o r  the prtKltutiim o f  teleplume instruments and exchange 
lines and more e s j K i i a l l y  with the p r « K h u t i o n  plan of I.T .I.” . The 
f '.oinmittee observe h o w e v e r ,  as has In'en p o i n t e d  out earlier, that 

•considerable capat itv f o r  in i  reasing pnKluction in I. T . I. exists and 
that lack of capacity w o u l d  not t h e r e f o r e  Ik* t h e  only hurdle in the 
•«*x|>ansion programme.

127. It was explained to the Ckmmiittee that one of the difhrulties 
in meeting the full demand of telephones was the shortage of fmuls. 
T h e  amount provided in the First Plan for expansion of the tele­
phone system was Rs. 41'7 crores while in the Second Plan the cor­
responding amoimt is Rs. 41 crores. The Committee appreciate that 
«onHicting demands for funds have to be met in order of priority. 
T liey  would however suggest that the P. & T . Department shoidd 
'4-umider the economics of tlrawing up plans from a long term point 
o f  view to yicet the demand-existing and potential—after taking into 
^cou n t the fact that it would also bring in revenue to Government.
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In  this connection the Committee would suggest that the feasibility 
o f setting up a ‘Telephone Development Fund’ after taking inta 
account the revenue earned by the Telephone system, as well as suc/t 
schemes as the O Y T  {Own Your Telephone) .scheme etc. should be 
considered. 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 a\so be considered.

128. Another bottleneck, in the expansion programme was stated 
to be the shortage of cables and transmission equipment. In regard 
to the latter the Cknnmittee have made ccrtain rrf*jommendations else­
where. .\s regards the ftirmer it was stated that the requirements ot 
co-axial cables which are at present imported would, to some extent, 
be met by their production in the Hindustan Cables Ltd.. for which 
efforts were being made. It was expected that out of tlie total 
requirement of 1,800 miles of cables during the St'cond Five Year 
Plan, 300 miles of such cables would be produced every year in the 
Hindustan Cables (P) Ltd. while the rest would have to be imported. 
The Committee suggest that efforts should hr made to ftrrsuadr the 
Hindustan Cables (P ) Lid. to increase its production caf/acity and 
that there should be more efjectii'e cooiditiatiou helu ceti the P. & T^ 
and the Hindustan Cables (Pi Ltd. for this fntrfyose.

129. Incidently, the Committee would suggest that lo
effectii>e coordination, the desirability of placing the Hitniuslatf 
Cables (P) I  Ad. under the adwinistrative control of the of
Transport and Comunitiicaliom (Deftartniftil of C.oiinmitn<atiotis\ 
should be considered.

C. Telephone Exchanges

130. The P. & T . Department is planning tor the expansion and 
installation of telephone exthangrs in the counti^. subject to avail­
ability of funds. One of the major m hemes has licen the automatisa- 
tion scheme at Calcutta costing alw)ut Rs. 13 crores. The target of 
new insullations of Exchanges in the 1st Plan was 400, of which about 
350 were installed while the (apacity of the existing exdiaiiges was 
increased by 24,100 lines. I'pto .lOili .September, 19.')7. during the 
Second Plan 55 new auto-exchanges with a capacity of nearly 2000 
lines were provided. During the same period, the capacity of exist­
ing installations was increased by 32,000 lines.

ISL In this connection, the Committee observe that in tertain 
places like Bombay, Calc utta, Madras and Delhi (via statement 
below the number o f working connections provided ivas far less than 
the installed capacity at the exchanges in spite of the considerable 
demand at these placet.



Statement
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Capacity

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

Calcutta • . 38840 48040 52440 38182
Bombay • • . 35153 39153 40153 35345
Delhi * • 14900 19900 20100 16835
Madras • . 8350 8950 10250 7973

It was explained by the ChieJ Engineer, P & T . that when new 
Exchanges were brought into service, there always was a 20-25% sur­
plus ca))acity, since the manufacture and installation of Exchanges 
t(K)k years. The Clomniittee do not appreciate why there should 
invariably be a time-lag ol at least 1  ̂ years between the installation

capacity and provision of working connection, especially when 
ihcrc is an outstanding demand. They feel that with better planning
il should hr poasible to redutc this time-lag considerably to see that 
xaparity i.s utilised in full, as far as possible simultaneously with its 
in.stallalioti. The Committee recommend that this matter should be 
j  arc fully examined.

I:?2. /» this connect ion, the Committee would point out that the 
telephone sen’ice require five basic elements—the subscriber's termi­
nal apparatus, his line to an exchange, the exchange equipment, a 

i-omprehensive trunk and junction line network and operating staff. 
The uiin of the Posts and Telegraphs Department should clearly be 

jto keep these five elements in balance relative to each other, for any 
imbalance u'ould result in inefficiency either in the form of poor 
sen>ice 01 in uneconomic utilisation of capital equipment such as idle 
jcapacity etc.

D. Ckinversion of Manual into Auto-exchanges and pic»>versa

l:lJ. Until the I. T . 1. conunenced the manufacture of auto- 
«xchanges most of the telephone exchanges in India were of the 
manual variety. 'I'he P. & 1'. Department has now undertaken the 
pro\ision of auto-exchanges in most places in replacement of manual 
exchanges, 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 (or 

systems of 300 lives and above in actual practice due to the various 
technical reasons this was not always observed. The Committee 
ivould suggest that the scheme to provide auto-exchanges in replace- 
ment of mwutA .exchanges on the above basis should be expedited.



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 tec:hnical 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 unfortunate that even 7-8 years 
after this change was made the reconversion to auto-Exchangcs has 
not been made. It  ii>as explained that priority had been given ta 
these fdaces and by 1960-61 the change would be effecletl. The Com­
mittee trust that no further ax'oidable time would lost in restoring 
this facility tchich existed in these places till H>.'»0.

E. Rural Auto-exchanges

135. The Committee imderstand that a unique Rural Telephone 
System existed in the erstwhile State of Saurashtra before the ledcral 
financial integration, which i)esides l>eing cheap and helpful to 
administration was also a good source of contact between villages and 
Headquarters. The Committee were informed tJiat proposals were 
in hand for the design of suitable Rural Automatic Exchanges, that 
the necessary data to undertake the devel<»pmcnt of the.se units wa» 
under compilation and that the work would be taken up in the 
course of next few months. The Committee are jfurprised that 
though this system existed in .Saurashtra prior to IO.'jO, it should still 
be in a design suge even in 1958. as far as the P R: T  is concerned. 
They, therefore, recommend that the question of restoring as well as 
expanding it elsewhere should be urgently examined.
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RESEARCH

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

A. Research Organisation

137. The research activities in tlie I.T .L are carried on in the 
Methods Enginetiring Department, Metallurgical and Chemical Sec­
tions etc. of the l.X-I-

138. The Committee understand that Messrs. A.T.E. have a sepa­
rate Research Cientre employing about 400 persons. The A.T.E. 
also has a research  ̂ and development unit at Liverpool with about 
500—000 persons. Similarly, Siemens and Halske ha\e an establish­
ment of al)out 4,000 people of which 2,000 arc fully qualified Engi­
neers employed solely on research and development, while other 
manufa( lurers in the West engaged in Tele-Commimication work 
have alsc> similar organisations.

139. For the succrssful runninf^ of a telef)hone indnsti’y it is of  
utmost iiuportance that Research and Develofjmenl work should be 
carried out in a Research Vj i i t  n arking as a close adjunct to the 
rnayiufacturing Centre so that develo}nnents made could be quickly 
translated info production units- The Committee would suggest 
that this question should hr examined jurther as suggested in ^he 
su( ceeditig fniragraphs.

B. Expenditure on Research .
140. I ’he total expenditure incurred on research and develop­

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

{Figures in lakhs of Rufjees)

1952-53 1953-54 1954 55 1955-56 1956-57

VIII

1.19 1.48 1.89 4.03 2.32

riie ('.ommittee were informed that in view of the increasing 
imjw)rtance ol Research in the Telc-Conimunication Industry', tiie
I.IM . pro|x>se to spend alM>ut Rs. 56 lakhs on Research during the 
next ten years.

C. Research Activities
141. riie research activities so far undertaken by the I.T .I. have 

been on a limited scale- They have been directed mainly towards
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the development of certain types of equipment and the utilisation 
o f indigenous raw materials in the case of those which are imported 
at present. The more important achievement are produced in A|^ 
pendix ‘IT. It would be observed therefrom that the research acti­
vities of the l.'l'.I. Iiavc 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 I .T .1. and P  Sc T  should con­
centrate first on building up a nucleus of adequately trained research 
«taff who could build up a research organisation gradually. S im u l­
taneously phased and co-ordinated programme for exp&nsion of re­
search activities in the I .T .I.  as ii'ell as in the P  i: 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 l.T .I .  Finally, n>ery effort 
should be made to maintain contacts wiili A.T.F.. and other Tele­
communication Manufacturers in regard to their research activities.

D. Co-ordination with other Institutions

142. As regards co-ordination with the research at ti\ itie.s in the 
P & T  Department and NPL. it was stated that:—

(i) Complete co-ordination was maintained wTlh the P & T
Research I'n it in the field of Transmission. The 
major items of research and de\elopnieiit had been 
arranged in a proper manner to avoid duplication and 
the I.T .I. had been making proto-types and later estab­
lishing bulk manufacture of new prodticts worked out 
by die P & 'F Research Unit.

(ii) In the field of automatic telephone engineering, techni­
cal developmenLs had l>een co-ordinateil mainly with 
the Chief Engineer, P R: T ; Additional Chief Engi­
neer, Planning, P 8: T ; and one or'tw o of the major 
telephone distncts having Engineering Exchanges. 
Complete co-ordination was also assured through the 
Technical .Advisory Committee of which the I.T .I., 
Chief Engineer (Planning), P & T , Additional Chief 
Engineer, P & T  and Director, Research, Posts and 
Telegfraphs Department are Members.

(iii) Necessary contacu were also maintained with the Natio­
nal Physical Laboratory, National Meullurgical la b o ­
ratory^ Electro-Chemical Research Institute, National 
Chemjcal laboratory and with the Indian Institute of 
Science at Bangalore with the help of which tlie I.T .I. 
had been able to solve many o f their problems relating 
to th^ manufacture and development o f Tele-Coiiimuni- 
cation Equipment and various components.
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'The Committee feel that the existing co-ordination for Research 

ris 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 facilitir.s in this field might be used to the best advantage. For 
this jfurjtose, the Committee would suggest setting up of a tele­
communication Research Council, consisting of Experts drawn from  

Jhese Organisationi.



PERSONNEL

A. Strength o f Staff

143. The statement below gives the strength of the Administni' 
tive. Superv isory, Non-Supen-isory and Factory staff for the years 1954 
and 1957. The administrative staff includes all staff in Accounts, 
Establishment, Personnel, Sales, Purchase and Engin«cring (mostly 
Draftsmen) Departments;—

IX

Cate-
gor>' Description

As on
31-12-54

As on 
30-9-57

’ ujncreasc
over
1954

strength

II
III
IV

Administrative including 
Accounts etc. . •

Factor}’ Super%’isor\- 
Factor>' staff r.Monthly Rate) 
Faaor\' staff (Non-Supervisor\*): 

Skilled* . . . .  
Semi-Skilled*
Un-Skilled . . . .  
Others (including Construaion, 
^ ’atch & Ward, Transport and 
Hospital Staff).

* Including those under training.

4̂8
357
320

650
504
416

>9%  
4 > -5%

30°..

357
933
>74

547 ■] 
1816 1

385 V
j

87";.

>77 329 j

2866 .  4647 62%

144. The folkming statement gives the value of production i«i tlie
I.T .I. for the years 1954-55 and 1956-57:—

(In lakhs of Rupees)

Particulars
O,0

>954-55 >956-57 increase
o\er 
>954-55

Total Production (including works in
progress at the end of the year) . 309 377

Actual Produaion . . . .  110 176
22%

<So%
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145. The above statements would show that while from 1954 to  
1957, the staff strength increased by 62% the corresponding increase 
in total production and actual production was only 22% and G0% 
respectively. The CornmiU.ee feel that in an indtntrial and contmer- 
cial Undertaking like the I.T .I.  it .should he fwssihle to control in­
creases in manpower esftecially when the overheads are high. They 
recommend thtit vigorous and determined attempts should he made 
to control staff strength and to corelate it with production.

146. As regards administrative and supervisory staff, which has 
also shown a substantial increase, the C-ommittee would draw pointed 
attention to t|ie following observations made as early as November, 
1955 by the Chief C;ost Accounts O^fiter of the (If)vernment 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 supervisor^’ and 
other ancillary staff to the actual workers. The total 
strength of the factory for all fiersonnel together waŝ  
about 2500 people, out of which 981 men or say alxiut 
1000 roundly were officers and monthly paid staff, who 
were emplc^yed on managerial. super\isory and other 
ancilliary work. In oihcr words, it represented alK>ut 
one person on the managerial, supervisory and other 
ancilliaiA wxuk tor even 15 worker or so employed. 
In the computation of this 1000 men. 1 have not taken 
into account about 'M~ or say .‘̂ 80 roundly, number of 
daily rated men. who were employed as charge hands 
or inspectors and who again. 1 understand, were on 
work of a supervisory nature. If these men are also 
included, the |K>sition will be still worse. It will be 
about 110 0  men roundly l>eiiig einplc^yed on managerial, 
super\ isory and other anc illiary wc^ k as compared with 
1100 labourers employed on production. .Alternatively, 
for exery labourer employed there would be a super­
visory strength of alMHit 1'3 men. This state ct aflaiis 
\soukl ap|M.ar to ;iny one to l>e rather extraordinary, 
and it is essential that this should l>e carefully gone into. 
In mj' opinion, there lies the scope for considerable 
CTononiy. I'nless all concerned are satisfied that this 
position is justified in any |H*culiar circumstances of this 
industry, this |x»sition is not capable of being accepted 
as scmnd and would call for very careful examination".

As regards the .Accounting Organisation of the I.T.I. which at 
present ccmsi.sts of alMiut 210 men i.e. 5'2*’(, of the t(»tal of 4t )l7, tfie 
C.C.A.C). observed in 1955 as follows:—

“The total strength of accounting organisation, including the 
uflicers, but excluding tlie internal audit and time keep-
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ing, was 153 on M 1-1954. A  strength of 153 men for 
;the accounting in a factory where die total strength is 
.about 2500, out of which about 1100 only are workmen 
.employed on actual production, and the others are 
managerial or supervisory staif, is really a high figure. 
In spite of this strength, the condition in the Accounts 
Oi^nisation was far from what it should be. In spite 
of the fact tlut 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 staif increases were on the high side irv-the I.T .I.

147. The Committee regret to observe that the position has not 
shown substantial improvement since then. They have already point- 
■<fd out elsewhere that tlie overheads in the I.T .I. continue to be very 
high and stress the need lor ctmtrolling 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 
imdcr other categories as well as in total production (22 per cent) 
and in actual production (60% ) during the same ix?riod. The Com­
mittee feel that this would indicate that the proauctivity of labour 
lias been on the decline in the I.T .I. They recommend iliat the 
management should give urgent attention to this problem, toy (his 
purpose, the Committer ii'ould suggest that a detailefl job-analysis 
and a proper lime and motion study f>e undertaken immediately in 
the various shops in the I .T .I .  since only theh can the optimum 
efficiency of an operative business hr measured. This u'ould facilitate 
fixation of correct not ms of loork which would in turn facilitale pro­
gramming. manning, pruductii'ity measurement and cost control.
I t  would also serve as the basis of incentive .scheme u'hich the Com­
mittee have recommended elsewhere.

149. The Ciommittee were told that the practice'followed in this 
respect is similar to the one adopted by the A.T.E. It is evident, 
however, that the present system has not succeeded in effectively con­
trolling staff strength. The Committee would, therefore, recommend 
a review of the methods in the manner suggested above.

B. Foreign Personnel

150. The number of foreigners employed in the I.T .I. during the 
 ̂last 5 years was as follows:—

'Years Total No. o f Foreigners

1952..................................  *6
T953 ..................................  *8
1954..................................  *3
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Years
1955 . . . .
1956 . . . .
*957 ..................................

•Since the services of I.T.I. and replaced by an Indian Officer.

Total No of Foreigners 
4 
3

The Conunittee are glad to note that by gradually placing under^ 
studies, the I.T .I. were able to reduce the nutnljer of foreign Techm- 
clans to one, who has also since been replaced by an Indian Officer, 
In this connection, para 20 may also I>e seen.

C. Conditions of Service
151. The Committee understand that the I.T.I. have experienced 

certain difficulties in recruiting suitable technical personnel for em­
ployment in I.T .I. e.g., .Apprentices (irade, ‘A ’ Draughtsmen, T oo l 
Makers, Designers ett;. They arc aware that there is a dearth of quali­
fied technical personnel in the country especially in the field of tele­
communication and that s|>ecial steps have to be taken to im prove' 
the jx)sition. However, one of the reasons ascribed to the non­
availability of suitable Engineering (Graduates and Diploma Holder*- 
is Slated to be lietter remuneration offered elsewhere.

152. In this connection, the Conmiittce observe Avith regret that 
a large number of resignations of staff have taken place in I.T .I. dur­
ing the Iasi 5 years. These according 10 the 
below:—

Year Reasons

For Further Di>mes- Reasons III
better Studies tic known health

prospects reasons

Gra nd 
Total

1953 Supervisory 
Technical

n
9 / 11

, 2/
2 23/ 2/ 2

4/ 4 3\
40/ 43f

1954 Supervisory 
Technical

3\
9/

12
2 ; 2 2^/ 2/

2 - \
6 / 6 4\

39/ 4^

1955 Supervisory 
Technical

4\
18/ 22 - \

5/ 5 A ) 4/ 4 4/ 4 5\
5 1/ 56

1956 Supervisory 
Technical

13 \ 
29/ 42 - \

6/ 6
3 5 ;

2\
4 i

6
5/

5 20 \
79/ 9a

1957 a»upervisory 
Technical

9\
20/ 29 3\

9/
12 i l }  «

i\
3/ 4 , 4/ 4

16 \ 
62/ TT

Sep., 57) 
Total.; Supervisory 

i TedinicAl j ; > 116 3\ 27 "\>35 3\ 
124/ 15/ 18 48\3

271/
fi9>



I'he above includes 5 Officers who were trained in the A.T.E/s 
AVorks in the U.K. which is particularly unfortunate. The Com-
sniffee sugars/ that the question of taking suitable undertaking from  
4hose specially trained for emffloymeni in I .T J . should be considered.

153. The Committee consider that the real reasons for the large 
number of resignations in the I .T J . should he carefully investigated 
zvith fjarticular reference to the conditions of sei-vice enjoyed by the 
personnel and remedial measures taken to the extent )wssible so as to 
nvoid recruitment and f^ersonnel difficulties. They would also sug­
gest that other Central Government Undertakings at Bangalore and 
ref)resentatives of staff might he associated ivith this investigation.

134. rhe ( ’omuiiitec notice thai the following ohicers o f the 
P it r  l>ej>artinenr who are at present on deputation to the I.T .I. 
have been granted the following facilities:—

Managing Director CO Entertainment A ll Rs. 150 - P .M .
(2 ) Free car provided.

General Manager . . Conveyance A ll. Rs. 150^- P .M .

Manager . . . .  Conveyance A ll. ia Rs. 150 - P .M .
Works Manager Transmission Conveyance A ll. (n Rs. 150 - P .M .

•'Works Manager . Conveyance All. (n Rs. 150 - P .M .

Senior Engineer . • . Conveyance A ll. Rs. 150/- P .M .

irir». The Committee jail to ufiderstand the justification for the 
(if a ( <nt\'c\ah( r allau am e ta all the ahox̂ c Officers and the enter- 

taiumrut all(ncnuce to the Mafiaiiiu}^ D iiedor. In this connection, 
}efrieu(c is invited to jnna of the (.ommittee's 21th Refwrt on the 
Hindustan lNse< lit id o  Ltd.. ichercin u hile af^reeing that such exffen- 
ilitu ir \httuld he ticntrd as an exftense of the factory to the extent 
that if artualh ituuyied. fjoitited out that there was •no
furd irn l^tMncnf aj a fixal <ufnt)tni of alUntance to the Managifig 
I)ite(/nt rt<. The\ had. iheiejoie. retommended that such allow- 
afues \i'hcfc'i<ci fniid ma\ now be leiiewed and as fai as possible the 
f)ay tnent withd)aicn.

I). Incentive System

l:>(j. 11 is desirable tor a niana^enieni to lay down the pro|>er 
1>ack<>round and provide the necessary incentives for the right atti­
tude on ihe pan of the workers and staff so as to rnaximi.se produc­
tion. The wajie intentixe sysieni is one which will enable the 
mana;*ement to adjust cainiu^s to output or producticm. thus provid' 
ing a special fuianciai incentive (or increasing effort. T h e  Ck>mmit- 
4ee were informed that the inceiui\e system of [layment by results 
Jiad not l>een iiitKichued as yet in the I.T .I. but that its introduction 
was under contemplation and ne){otiation with the Trade Union. 
They trust that the L T .A . would t^efore long introduce this system 

a %iieutific basis and thus stimulate production.
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E. Absenteeism

157. The average absenteeism without permission during the 
period September, 1956 to August, 1957 was stated to \yc 0*18 %  o£ 
the total number of man days scheduled to work while the percen­
tage of absenteeism during the same period, both with leave and 
without permission averaged 9:675. It is evident that this results 
in consic&rable loss of production as well as in over employment 
which becomes necessary on account of habitual absenteeism.

158. The Committee would suggest that the workers and staff 
should be educated to reduce absenteeism and that recognition 
should be given to those who are prompt and always on the job. In  
this connection they would invite refejence to the recommendation 
made in Para 99 of their 61th report on the H .A.L. for the introduc­
tion in all State Undertakings of an 'Attendance Jionus Scheme' as 
in the H .A .L.

F. Reward for Suggestions

159. T h e  C om m ittee  were in io rm ed  that in the I .T . i .  there is a 
sysiein o f g iv in g  awards fo r sn<rgestions, which has been in force  
sini e 194!) 'I  he Priiu  ip le  fo llow ed  in gran ting awards is that a 
n iiiiinu im  award ol Rs. 10 is ^ iveii lo r any acxepied suggestion a fter 
inak in ”  an assessnieni. whert*\er jxissiljle. o l sa\iiij*s that w ill accrue 
to the Clompaiiy in a (luarter on the im p lem en tation  ol the sugges­
tion. W h ere , how ever, saxiir^s tannot Ir- assessed in terms o^ m oney, 
H(i hoc  awards are made tle|)eiKiiii!L* upon the value and usefulness 
<»l the siig*;estions. liesides. awards lor industrv are also m ade to 
(U servin*; em ployees lo r ( ons( ictitious work and lor ou tstand ing 
a« h ievem ents in the lo iirse  ol the ir diu ies.

H ow ever, the sc heme does not appear it) ha\ e attracted suHic ien t 
nurnl>er ol suji^oestions in the last !j vears. The'  C o m m i t t e e  w ou ld  

thai the s (h r tnc  as i c r l l  the ai inuis m ) far made may be 
hr t tc )  I m h i i d s r d  w> as t<» rnah le  fht'  uo rkets  to a p p t f (  ia(e the t\pes o f  
\u^j^estion.s that the^\ should make th<t.sc u h i ( h  u o u l d  make fo r
sailings in lahnu}.  t ime and matnial.s. iuc iden !  fnexen t i on ,  increased 
sales e t ( . i  u i t h n  ichen a sugifr.stitm i\ na! the reason may
he gi i ' en to the emftlo\ee suhtniftinj^ the suggesti i tn, i f  fiaysible.

G. Welfare Measures

IWK The 1. 1 .1, has inticKliued a number ol measincs for the 
welfare ol its employees. I hese include the Township medical taci- 
iiiies. |)aynicnt ot gratuity, provision ol milk, during working hours 
ill certain shops, provisitin ol apprcms. uniforms, cycle advance, Festi­
val Advapce. Magazines. Sc Iuk)! and I rans|X)rt run departmentally 
cu . There are also the S|Kirts (Uub. Fine Arts S<h iety. Photographic 
ScKieiy. Employees’ o|>erative ScKiety, ScIuhiI etc. which have their 

own elected Managing (ionunittees through which they manage the 
funds allotted to them.
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161. There is no separate Welfare Fund in die LT.I. but for 
welfare activities a budget is prepared which is considered by the 
Finance Committee and then finally by the Board of Directors. The 
total expenditure incurred on these activities during 1956-57 was. 
Rs. 5*12 lakhs which comes to Rs. 122 per head.

162. While the Committee afjpreciate the xi êlfare meaMtres exist­
ing in the L T .L ,  they would suggest that the L T .L  should consider 
the desirability of creating a separate IVelfare Fund to l)c managed 
by a Committee consisting of ii^orkers only,

16S. Transport Facilities: With regard lo the transport facilities 
iivailable in the I.T.I. the Committee note that si:ue the factory is 
loc'ated about 7 miles from Bangalore, the I.T.I. has provided a fleet 
of 23 Buses for the transix)rt of workers from their places to fa( lory 
and back. Besides, vehicles are also hired from M|s H.A.L. In addi' 
tion about 1000 employees };<) by train specially run lor the \.TA. 
workers. Hiring of Vehicles from H.A.L. entails a loss of Rs. II per 
seat per month while on I.T.I. s buses, rhe loss is about Re. 1 To 
minimise the loss on account of subsidy of transport which (omes 
to a!>out Rs. 2*.‘̂  lakhs a year, the ( ’onimittee were informed that a 
prof>osal to buy more Buses was being considered. 7V/ry would 
suggest that this should hr carcfuUy examined lf\ the l.TA. rsprrially 
in view of the fact that this facility is (ausifi^ a heavy lecuyrijii^ finau- 
cial loss to the I .T .I.  In this counct lion the Connnittce would 
suggest that the fea^ihiliiy of ha<in^ a (ofnuiou pool of hnnspoti for 
all the Cwovernment conterns or so?nr oj them hxatcd iu nri^hhoin- 
ing localities should also he considoed.

164. As regards workmen’s train, the Connnitire iniderstancl that 
its late running caused dining the last 2 years an a\era)ne loss ot (ifiOO 
man-hours per month (Rs. 45,000- a year) to the I.T.I. It was ex- 
plained that the train ran late due to certain operational dillKulties 
of the S. Rly., and the |X>sition had now impro\ed since in October, 
1957 the man-hours lost by late running of train were c»nl> 700. 
Besides, the doubling of the Railway trac^ was also stated to have 
been taken up. The (.ommittee would suggest that it /ui^ht 
be impressed on the Railway Administtation to attend to this matter 
so as to minimise detention and (ousequent loss of pfodu(tioti in 
L T . I .
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A. Employee Training

165. The value uf a well-designed employees training programme 
has long been recognised, since untrained workers and those who are 
learning by the trial-and-error method slow up production and 
increase accidents, spoilage, and costs. This is particularly so in the 
case of tlie Indian Telephone Industries as facilities for such training 
are not adequately available at present in the country.

B. Training under the Agreement with the A.T.E.

166. The agreement wj*̂ h A.T.E. provides for assisunce in regard 
to training of personnel. In the early years, 17 Assisunt Engineers, 
3 Technical Assistants. 2 Deputy Engineers and 1 Senior Accountant 
were trained at A.T.E. works and most of them now hold responsible 
jobs in the I.T .I. In addition, the personnel deputed by A-T.E. 
assisted in establishing the Training School and schemes in the I.T .I. 
and in training up a large number of people in various Departments.

167. The Committee were informed that there was no arrangement 
for providing training in the Transmission side of the I.T .I. and that 
the A.T.E. had agreed to train persons at their cost, i.e., they would 
meet all expenses includinjr board and lodging. The Committee 
would recommend that the I .T .L  should formulate phased programme 
for the training of their technical personnel in the expanding sphere 
of tele-communication equipment in the A .T .E .’s Work's and also 
establish with the assistance of the A .T.E. training programme in the
I.T .I. itself for the purpose.

C. Training Programmes

168. .\t present the main training programmes in the I.T .I. consist 
of the following:—

(i) ‘A* Grade .Apprenticeship intended for Engineering
Graduates.

(ii) ‘B* Grade Apprenticeship intended for Diploma Holders
in Engineering.

(iii') CV Grade Apprenticesh^ intended for building up 
technicians, especially Tool-makers.

(iv) Learners: Learners course intended for training Opera­
tors-

•

For facility of training, there is a School in the I.T .I. with one 
. îssisunt Engineer and 5 Instructors, the annual expenditure being

118 L.S.—5
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about Rs. 12,000. The Ck>mmittee would point out that the efiicienqr 
o f any training scheme would largely be determined by the calibre o f 
the Instructors, as well as the training programmes. They would, 
therefore, suggest that the desirability of putting a more senior officer 
serving or retired with experience of Tele-Communication Engineer­
ing in charge of the Training School should be considered.

169. The number o f trainees at one time in I.T .I. was stated to be 
about 9 or 10 ‘A ’ Grade apprentices, 15-20 ‘B’ Gptde apprentices, 
15—20 ‘C ’ Grade apprentices and 40—50 Learners, i.e., 80—100 in all. 
In this connection, the Committee would invite attention to a recom­
mendation made by a Director o f A.T.E. in 1953 that there should 
always be 150 persons under training and 60 should be released per 
month to I.T .I. In  view of the expansion of the I .T .It  since then, and 
the need to correlate the number under training to the number of 
employees, which is now over 4,600, the Committee would stiggest that 
the adequacy of the training schemes should be reviewed.

170. The Committee are informed that difficulties have been expe­
rienced by the I.T .I. in regard to draftsmen, tool-makers and designers. 
They would, therefore, suggest that the I.T.J. should recruit and train 
qualified apprentices and that for this purpose necessary training; 
schemes should be started.

171. The Committee would also suggest that there should be a 
continuous review of the training scheme and programmes so as to 
introduce modern methods of production and work. For this purpose, 
the instructors^ and supervisory staff should themselves keep abreast of 
recent developments in Tele-Communication and industrial engineer­
ing as well as training and personnel problems.

172. In  this connection, the Committee would suggest extension of 
the scheme known as Training within Industry which they understand 
is invaluable. In  addition, they would also surest that courses for 
executive development need to be encouraged in order to ensure and 
adequate supply of persons who possess the necessary ability, capacity 
and expertness' o ] managerial assignments at each level as the need 
arises.

D. Joint Training Scheme for I.T .I. and P. Sc T . Department
Personnel.

173. In the course of discussion, the Committee made a suggestion 
to the represenutives o f the Ministry and I.T .I. that a joint training 
scheme for the I.T .I. and P & T  Departmental personnel might be for­
mulated. The Secretary, Ministry of Transport and Communications 
(Department o f Communications) assured the Committee that this 

suggestion was worth considering and that a Committee might be 
aprointed to go into details of the training programme for both the 
liT -I. and P fc T  Department personnel to sec how best coordination 
and expansion o f the existing training programme in the two organisa- 
ti(»is could be achieved. The Committee desire that this suggestion 
should be expeditiously examined by Government,



174. The examination of the estimates relating to the Indian 
Telephone Industries (P ) Ltd., by the Committee has revealed that 
the progress made*by the I .T .I.  in regard to the actual production i.e.
I .T J . ’s effort of telephone equipment (excluding mere assembly 
of components) in the last 10 years cannot be considered entirely 
satisfactory. In  the last three years as has been observed by the 
Committee in para 87, the actual production has only been 41% of 
the total production. There have also been considerable delays 
particularly in the manufacture of transmission equipment. Further 
the instalUd capacity in the Undertakings is not being put to the 
optimum use and there is also scope for effecting considerable eco­
nomies in its working. The Committee have suggested certain 
changes in the organisational set up of the I .T .I.  They have also 
recommended an early examination of the system of accounting 
followed by the concern as well as of the high rate of over-heads and 
expenditure trends particularly on staff. They have also suggested 
the optimum utilisation of the production capacity with reference to 
the requirements of telephonic and allied equipment in the country, 
measures to increase indigenous production of imported telephone 
equipment, intensive research etc. The Committee feel that besides 
the examination of these questions by the various Committees as 
suggeted in paragraphs 77, 95. 115 etc. of the Report, a co-ordinated 
and comprehensive enquiry into the progress made by the I .T J .  
fMirticularly in regard to production and other technical matters is 
necessary. Further since the P & T  Workshops also operate in the Tele­
communications field, it ifould he desirable to have similar enquiry 
made into the progress of these workshofts with special reference to 
their re-organisation and co-ordination with I .T .l.  in various matters 
including Research and Training. For this purpose, it would be 
desirable to appoint a Technical Committee consisting of one or two 
tele-communication Engineers and a Chartered and/or Cost account­
ant uttder the Chairmanship of an exfierienced industrialist to re­
view the working of the I .T .I. during the last decade. This Techni­
cal Committee may also look into the affairs of P. & T . Workshops. 
The Committee recommended that this be done at an early date and 
its report made available to Parliament in due course so that it along 
with the Report u'ould enable Parliament to make a correct assess­
ment of the working of and the progress made by I.T .l.  and P & T  
Workshops.

R ALV .\N TR A Y  G. M EH TA.

N ew  D e lh i: Chairman.
The 24th March, 1958. Estimates Committee.
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iXPLANA TORY N O t t

A P P E N D K I

The organisational set up of the Factory is supplied herewith in 
the form o f diagrams (Annexure). There are various departments in 
the Organisation which are indicated by numbers on the diagram. 
Detailed organisation charts for these departsments are also attached 
herewith.

2. Foreign Personnel: There is only one foreigner working 
in the IT I  at present. He is an officer (M r. G. Felthem) seconded l«y 
the Automatic Telephone 8c Electric Co., Ltd. His contract o f 
scrvice w ill expire next month and he w ill be leaving the Company 
shortly. His position in the organisation (Chief Inspector) is indicated 
in Chart No. (S), page S.

3. Personnel employed in foreign countries: There is a branch
office in London which is managed by an Officer of the rank o f a 
Deputy Engineer. The staff working under him are recruited in U.K. 
and they are shown in Chart No. (8)—Branches, page 2.

4. The functions o f each department are indicated below:

(0 Mam^ement

(ii) Transmitsion

(Hi) M.A. Y. Paetory

(to) Stores, Shipping 
ti. inward Goods

( » )  Accounts (Costing
& Stores Ales)

(v i) Gengral Accounts

Deals with policy matters and keeps the overall 
control o f the oî ganisation.

(Works and Engineering) : Transmission Worics 
Department is responsible for the manufacture 
o f Carrier Equipment and accessories.

Transmission Engineering Deptt. is carrying on 
development work in ^ e  Transmission fid ^

This is controlled by the Works Manager and is 
responsible for producing telephones, and ac> 
cessories. Exchange equipment etc

Materials received in the Factory are received in 
the Inward Goods Department and duly in­
spected for their quality and quantity.

All Stores in stock are maintained and accounted 
for by the Stores Department.

All goods despatched from the fktoty are handled 
by the Shipping Department.

Responsible for the maintenance o f all Costs and 
and Stores Accounts and Stock Verification.

Responsible for maintenance of all Financial Ac* 
counts o f the Company.

65



66
(on) Internal Audit 

(«m ) Branches

iix ) Soles 

(x) Construction

(*0  Bngineering 

( »0  Personnel

(*m ) Purchase 

(xiv) Hospital.

(xo) Administration

(x r ) Duplicating

(xm ) Secretary's Office 

(xom) Tran^ort

Deals with the internal audit o f all accounts and 
procedutes in the Factory.

Are responsible for carrying out the Company’ 
services including Clearance, and delivery o 
consignments received at the ports and for deli­
very to the consumers, sales, service, maintenance 
ofPAXsetc.

Sells products manufactured by the Works and 
products purchased from the A.T. & E. and 
other sources.

Is charged with the responsibility, o f construaion 
and maintenance o f buildings for the offices, 
factory and Township, water supply, roads 
nnrf gardens.

Looks after the technical aspect o f design o f ex­
changes and equipirent and is also responsible 
for service to the dients.

Looks after the welfare problems of employees 
and is also responsible for recruitment o f em­
ployees aid security and fire fighting arrangements 
o f the Factory ad offices.

Is responsible for the purchases o f all materials re­
quired for use in the Factor)- and Offices.

Attends to the medical needs o f all employees o f the 
Factory and their fiunilies.

Interprets and implements the policies laid down 
by the Management and is responsible for all 
establishment and staff matters except recruitment 
as also for the receipt and despatch o f all 
correspondence.

Responsible for.all reproduction machines, for exam­
ple, Printing Press, Blue Printing, Honeb, Banda 
duplicating. Photostat etc.

Responsible for all 1^1 and Board maners, patents, 
magazine etc.

Charged with the responsibility o f transport ser­
vices and maintenance o f all vehicles.
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Research Activities in the I.T .I. (P ) Ltd.

Research activities in the Indian Telephone Industries (P ) Ltd., have 
mainly been in the field o f applied research and development o f products 
both in the automatic exchange field as also Transmission. These are on a 
very limited scale. A list o f important items on which such activities have 
been done in the past and are under progress now is given below with 
comments which will indicate the achievements : '

M .A X. I . Magneto Telephone

2. Railway Control Telephones for way stations.
3. Inter-communication telephones o f types.
4. Switching Telephones.
5. Low impedance receiver for use at Indian Air Force.
6. Watch type receiver for ringer panels.
7. Selective calling equipment for train control.
8. Special types of relays for Civil Aviation, Atomic Energy

Commission etc.
9. Small automatic exchanges for rural and undeveloped areas.

10. Automatic Exchanges for use on power line carrier.
11. Out o f band signalling relay equipment for 12 channel 

carriers.

N ote ; All these items are now under current production.

Af. A. X. (Under Development)

1. Switching Telephone—Mark III.
2. Portable Magneto Telephone.
3. Simplified Auto and C.B. Telephones.
4. Buttinski Telephone.
5. Signalling Equipment.

6. Wayside Telephone Instruments, and control telephone
equipment for Railways.

7. Staff Locating Equipment

8. Police Broadcast Equipment.

9. Automatic Vote Recording oquipment.

10. Paging system for hotels.

11. Telex Exchange.

12. High Tension Protcaive equipment.
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Tranmistim
1. Single Channel Carrier system.
2. 3-Channel Carrier Telephone system.
3. Ultaphones (secrecy equipmem).
4. ‘transmission Measuring set.
5. Voice Frequency Repeater.
6. 4th Channel equipment for adding to existing 3-Channel 

equipment.
7. Speech plus Duplex Telegraph Equipment.
8. Ampliiier-cum-Attenuator Units.
<jP. Voice Frequency repeaters to replace War Department 

repeaters.
10. High Frequency Single Channel Carrier system.

All the above have been developed and are manufactured on bulk scale.

The following items are those on which development is in progress or 
proto type stage has been reached and sent out for field trials :

1. Transformer & Choke Units for PAXi
2. Amplitude Modulated V.F.T. Equipment—^3-ChanneI,
3. 3-Channel UCP type equipment,
4. Apparatus Carrier Telephone 4—Channel,
5. 12 volts Vibrators,
6. 8-Channel Carrier Telephone system,
7. Channel Terminating Bay,
8. Ultaphone’ with Scrambling Arrangement,
9. Transmission Measuring Kit,

10. Line Matching Transformers, and
11. Repeating Coils.



Some Important RecommmdatioiBlComments made by the C hitf Cost Accounts 
Officer of the Government of India who Examined the System of Accounting 

of I. T.I. in 1952 & again in 1954.

APPENDIX III

SI.
No. Subjea

Recommendations in 
ist Report (given in 

January 1953.)

Comments in 2nd Re- Remarks 
port (given in Novem- o f the 

ber 1955) Ministry

4 5*

Late I noticed that calcula- 
atten- tions for late atten-
dimce dance are made up to
and the last minute which
workers, involve considerable 

meticulous working. 
This naturally takes 
a lot o f time and 
work. In my opi­
nion, an arrangement 
must be reached with 
the labour that such 
late attendances 
(when trains come 
late) will be regulated 
for the nearest quarter 
ter o f an hour, i.e., in 
the case o f a man 
coming more than 7 
minutes late, his wa­
ges would be cut from 
a quaner o f an hour, 
and in the case o f 
those who come less 
than 7 minutes late, 
the late attendance 
would be ignored. 
Such a simplScation 
would, in the long 
term, equalize the 
position so far as tihe 
faaory is concerned, 
to that which obtains 
under the present 
procedure.

Pay’ Preparation of Pay 
Rolls. Rolls mechanically 

on Remington Ac-

No action had been taken
............Throughout
my experience in this 
country, in commer 
cial organisations, I  
have not seen such 
complications. It is 
most essential that the 
Management should 
devote some serious 
attention to this and 
improve matters.

---- the lay out o f the
system o f accounting 
itself in this orga-

•Sec Appendix IV
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counting Machines 
or on Adrema, or 
other similar machi­
nes, should be arran­
ged for, so that the 
Pay Rolls and the 
Pay Slips can be pre- 
jwred simultaneously. 
I understand some 
investigation has 
been done in this res­
pect. It should be 
completed.

3 Stores There is considerable 
Accoun- amount o f confusion
ting. existing in regard to

the Accounting for 
Stores in this Factory- 
It requires imme­
diate and concentra­
ted attention for set­
ting right things.

nisation is far behind 
the standard that 
should be expected 
in an organisation o f 
this type. Any sys­
tem o f h i^  power 
mechanisation o f ac­
counting should fol­
low a finally syste- 
matised accoimting 
routine which is not 
available in this orga­
nisation at present. 
It is my view that, in 
these circumstances, 
adoption o f the pim- 
ched card method of 
accounting would 
only result in con­
fusion worse con­
founded and I would 
appeal to the JVlana- 
gement to first esta­
blish a properly fina­
lised system o f ac­
counting—both finan­
cial and cost—and 
thereafter consider 
the question o f mech­
anising the same.

I very much regret to 
state that the position 
in this respect had not
at all improved----
Receipts o f materials 
had been priced only 
for the lim  few mon­
ths. In several cases, 
no pricing had been 
done at all for the 
yew. Issues o f ma­
terials had not been 
priced at all for the
year___ I  may also
mention here that 
adoption o f standard 
rates, without any re-
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ference to actual costs 
in the year I953*54 
had resulted in Abnor­
mal variations in the 
rates for certain 
items o f stocks and 
also in unorthodox 
balances as crrry 
forwards. Use o f 
standard rates should 
be based on compa­
rative study o f actuals 
frequently and not 
for long periods with­
out any reference to 
fluctuations o f actuals.

4 Issue The lay outs represent
o f the estimates for the
Stores. particular type o f

manufacture. When 
a Shop Order is issu­
ed, the different kinds 
o f materials and the 
cpiantities o f each 
item thereof to be 
issued against that 
order, at the rates 
authorised in the lay 
out should be calcu­
lated and recorded 
on the shop orders. 
A copy o f this Shop 
Order should go to 
the Stores Depon- 
ment and another 
copy to the Acoountt 
Department too.

5 Do. It is necessary to modi­
fy the Stores Requi­
sition Poim, so as to 
ffhow in it the balance 
o f stocks after each 
transaaion, which 
infonnation will be 
used by the Accounts 
Office to verify the

In view of the incom­
plete records, that 
were available for the 
>’ear 1954-55, even if  
I had looked into the 
details, it would not 
have been possible for 
me to come to any 
definite conclusions.

This had not been acted 
upon, but I was told 
that there was a pro­
posal now to adopt
it..........TTie poai-
tion was worse than 
what it was during 
my previous visit.



73

conrectness thereof 
simultaneously with 
posting o f the same 
info the ledger card, 
with the balances 
thrown out in the 
ledger cards.

6 Priced 1 ihust recommend the
Stores mechanisation o f the
Ledgers- accounting work here

without any hesita­
tion. The led^r cards 
should be maintained 
on the Rcmingtion 
Accounting Machi­
nes, or on other simi­
lar accounting ma­
chines.

7 Do. It is my \iew that unless
the accounts in 
this respect are me­
chanised. the stores 
accounts department 
cannot funaion pro­
perly except at a great 
expense. It will also 
involve delays and 
difficulties in the 
completion of the 
accounts.

For the present, I may 
only repeat that there 
have bwn practically 
no Stores Accounts 
for the year 1954-55 
upto the time of my 
visit.

Over- Arrangements should 
heads be made to depart-
Accoun- mentalise the over­
ting. head rates, at least

with cffea from i -4- 
*953.

An anempt had been 
made to adopt depart­
mental overhead rates. 
The procedure laid 
down for the deter­
mination of these 
rates was not exami­
ned by me in detail 
because no detailed 
data were available 
for the several months 
o f 1954-55. Unless 
there is a monthly 
working, it is not
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9 Ovo^ For an effective control 
heads o f overhead expen-
Aoooun- ses, there should be
ting. a budget also for the

various items o f over­
head expenditure. 
This Budget will be 
a subsidiary to the 
General Financial 
Budget o f the Co., 
it will be closely 
linked with it.

possible to examine 
the effectiveness o f 
the actual piDcedure 
adopted.

It will be seen that the 
scope for reduaion 
in the overhead ̂ pen- 
ses lies only in redu­
cing the rate result­
ing from items o f sa­
laries and wages that 
arc treated as over­
head charges. The 
rate o f about 42r^„ 
on direct n*ages is, in 
my opinion, an extra- 
ordinar>* high rate 
and would necessari­
ly have to be brought 
down.

One method, in which 
the rate o f overheads 
on account o f salaries 
and wages o f super­
visory and other per­
sonnel could be bro­
ught down, is by in­
creasing production 
by leaps and bounds, 
bqt,at the same time, 
retaining the Mana­
gement and supervi­
sory etc. staff at the 
present level and if 
necessary, increasing 
thembyasmall per­
centage, which com­
pared with the rate 
o f increase in output 
would be negligible.

In my opinion, this is 
an aspeo, on which 
the present Maoage- 
mem should be able 
to lay down definitely
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their forecasts be­
fore the Direaors o f 
the concern.

Another method is to 
examine the present 
ot;ganisation in detail 
to see whether the 
present strength of 
managerial, supervi­
sory and other per­
sonnel are actually 
necessary. This study 
should naturally be 
connected with the 
system followed in 
the various depart­
ments and other 
production routines 
that are being 
adopted.

In these circumstances, 
it is necessap̂  to get 
into the detailed work­
ing in each Depan- 
ment and the neces­
sity for an reason­
ableness o f the stren­
gth, each Depart­
ment has. In ma­
king out these inves­
tigations, it should 
be remembered that 
this is a commercial 
organisation and the 
procedure followed 
in commercial orga­
nisation should essen­
tially be adopted.
I am inclined to feel 
that the fact that this 
Organisation \ras 
sponsored by Go­
vernment, has na­
turally resulted in 
the usual Govern­
mental routine being 
adopted here in seve^

IIS L 8 - 4
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respects, resulting 
in consideiable 
wastages.

10 Depre- I noticed that it is the 
ciation. practice in this fac­

tory to debit in the 
accounts, deprecia- 
dation on all items 
o f machinery, irres­
pective o f whether 
they were installed 
and brought into use 
or not. Even machi­
nery which had arri­
ved in the Factory, 
but which had not 
yet been installed 
were being depreda­
ted. This is not 
correa. From a 
cost determination
point o f view.........
only depreciation on 
Machinery, which 
were actually in use 
should be taken into 
account and nt^more.

11 Do. Regarding depredation
on building, I ob­
serve that there arc 
any amount o f addi­
tional floor space 
available and which 
are not in use. There­
fore, it would again 
be incorrect to debit 
into costs, the full 
amount o f depreda­
tion on all the build­
ings, to the present 
actual load on the 
Factory. The best 
procedure would be 
to allocate to costs, 
only depredation on
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12 Accoun­
ting 
for Ma- 
nvifac- 
tured 
Stock.

13 Salvage
Acc­
ounts.

buildings, in pro­
portion to floor space 
actually used.

It will be seen that the 
cost accounts depart­
ment should be inti­
mated o f the com-

• pletion o f a parti­
cular order for manu­
facture of com­
ponents, etc., imme­
diately the manufac­
ture is completed, so 
that the correspond­
ing cost card can be 
closed and action ta­
ken to adjust the tra­
nsactions involved.

I understand that ma­
terials imported, or 
locally purchased, 
are, on inspec­
tion, sometimes, 
transferred to salvage. 
I must observe that 
this is a dangerous 
pigeon. The crea­
tion o f a salvage pige­
on would eventudly 
lead to considerable 
losses, unless the cle­
arance o f this s a lv^  
periodically and with 
minimum delay possi­
ble is insisted upon. 
There is no use in 
carrying them in the 
books at their origi­
nal values. The ac­
counts also should be 
immediately adjusted 
to show the exact 
values at which these 
items will be held by 
the Fa«or>’.
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14 Rejec-

15 Stock 
veri­
fica­
tion.

16 Regis­
ter of 
Capital.

17 Tool 
Stores.

In the existing system 
of accounts, the re­
jections made at the 
customers’ end, do 
not seem to be ac­
counted for. This 
position requires 
straig]itenirg up.

I examined the records 
maintaired by the 
stockverifiers. These 
records had
rot been properly 
maintained. ThQ  ̂
were very haphazard. 
T*he stock verifier 
must make a daily 
report of the surplu­
ses and deficiencies 
roticed by him in a 
proforma to be laid 
down for the purpose.

A capital assets register 
should be tnaintained 
in a departmentalised 
manner, separately 
for each department, 
consisting of various 
parts.

In conneaion with the 
Central Tool Stores 
I must observe that, 
there are several items 
of surplus dies, 
tools etc., which are 
either far in excess uf 
current requirements 
or which are not re­
quired at all. These 
should be weeded 
out and their disposal 
taken up. They, 
represent consider­
able amoum of capi-
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tal locked up for no 
purpose. In my 
opinion, it would be 
necessary to appoint 
a Technical Ck>mmi- 
ttee to see how many 
of these are not re­
quired, or surplus etc. 
and keep them out of 
account so far as costs 
are concerned.

18 Machi­
ne
Load­
ing.

19 Compa­
rison of 
Cosf of 
Produc­
tion of

I found that the Indian 
Telephone industries 
had already put in an 
Engineer to investi­
gate into the machine 
capacity required in 
each department for 
several operations ba­
sed on the target loai 
and also to assess the 
surplus machinery 
that were available. 
This work was in pro­
gress, and therefore 
I considered that it 
would not be correct 
on my part to inter­
rupt that investiga­
tion, as it was purely 
a technical question 
and it would be more 
advisable to await the 
completion of that 
investigation.

1  have stated that the 
original accounting 
itself was in arrears 
at the time of my 
visit— (1 have no
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I.T .I. reason to believe that
with the today they are in any
Cost o f way current) —and
similar th «^ore costs based
impor­ on proper data were
ted arti­ not available to think
cles. of further looking in­

to the possibility 
of a comparative 
study being made 
with the cost o f simi­
lar imported articles. 
This could be taken 
in hand only when 
it is known that costs 
produced at I.T .I. 
are correa and they 
have been compiled 
on proper methods.



Comment of I.T .I. on the Report of the Chief Cost Accounts Officer.
%

The report o f the Chief Cost Accounts Officcr was rcccived by the 
Indian Telephone Industries (Private) Ltd. somciimc in Dcccmbcr, 1955. ^  
many items the report was guicral in naiure without goir,g into detaiJs. As 
the views expressed by the C.C.A.O. on mar.y of the points where not quite 
acceptable to I.T .I., I.T .I. made repeated requests to the C.C.A.O. to visit 
I.T .I. again to fenable further discussions being held on these points with a 
view to examining the feasibility of implementing the suggestions made by him. 
Even though the C.C.A.O. visited Bangalore later tin one or two occasions In 
connection with work other than I.T .I., he could not find time to visit I.T .I. 
subsequently, with the result that I.T .I. could not finalise their views on these 
points. D iliic^ty was also experienced in regard to some of ihe recommenda­
tions made by him in his earlier report and which has been introduced In the 
I.T .I. It, therefore, became essential for I.T .I. to discuss matters with the
C.C.A.O. but unfonunately there was no opportunity for such discussioos* 
However the position in respect of the various points mentioned in the 
report is as follows ;

(1) Para 4 {hem 9).—The statement ihatj’.hc Actouniing routine in 
I.T .I. is not sj'stematised cannot be accepted as such. The system 
has been evolving, so to say, sincc the bcgirx-ing of the factoiy 
and it may now be claimed, on the other hand, that the accounting 
.system is at present as good in I.T .I. as is in ar.y other factory in 
the country.

The C.C.A.O. was very much in favour of the R mingtcwi Accotmting 
Machines and was not quite in favour of the Hollerith or any other 
punch card system. The managvmeiit was not convinced on this 
poii'̂ . Pay rolls have not betr. put on the Holkriih machine as there 
was considerable delay* in gettir.g the machi:.es. ar.d. in particular, 
one machine “ tabulator” , was available orjy in a second hand 
ouidiiion. This gave frequer.t troubk and so the machines are 
being iised mostly for obtaining tabulation, and data, such as, 
material and labour cost allocation.*;, stores kdptr posting etc. For 
the wage rolls Adrcma machines are being used for printing the 
staff number, names, rates of pay. etc. Other calculaticnts are 
being earri«l out manually and checked by Comptists.

(2) From para No. 5 onwards the report deals mainly with an important 
issue regarding the strength o f managerial, supervisory and other 
personnel with reference to the volume of production and orpani- 

•sational methods, procedures and praaices. The statistics that 
are furnished (in paras 5,6,7,8>9 etc. of the repon) appear to have 
been taken from 1053-54 figures.

APPENDIX IV
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The industiy commenced manufacturing activities on a significant 
scale only in i953~54 and in any concern the initial stages the 
proporuon o f fixed expenses, like the salaries o f managerial and 
supervisory personnel, will be high in relation to the output, as the 
output has to be necessarily built up over a period o f time.

This industry is the first of its kind in India and suitable personnel 
could not be readily obtained from the employment market. 
Further, the problems o f an industrial concern are more often 
pecuhar to the conditions obtaining within the organisation, the 
nature of the industry and the period during which the production 
potential is sought to be achieved. So far as the procedures and 
practices are concerned, they have lo be stabilistd with reference 
to the changing conditions within the organisation and also the 
expsrience gained in working. The statistics compiled on the 
figures pertaining to 1953*54 would obviously not indicate the 
working o f the entire organisation.

(3) Para 11.—Before any staff is sanctioned, prior Work Studies 
are carried out. The proportion of supervisory personnel has been 
determined with reference to existing conditions on the basis of 
such studies. This proportion is also periodically reviewed with 
reference to changing conditions and need for improvement in 
methods and practices. It is not quite clear, in which particular 
™anner the C.C.A.O. wanted the works studies to be conducted 
*n future. It was intended that this should be got clarified from 
him at future discussions, but there was no occasion for it. The 
statement that all monthly rated staff are employed on managerial, 
supervisory and other andllary work would not also be quite 
correci. \  detailed study would have indicated that a Jargc tele­
phone manufacturing concern involving the handling o f as many 
as 30,000 items would ne<̂ d a large number o f saff for planning, 
insp'Jction and enginee 'ing. TTie deiigning and production of various 
exchanges also present complicated problems. It will be appre­
ciated that these facts could have been brought 'out only aj dis­
cussions, which could not be arranged on account o f Shri Iyer’s 
pre-occupation with other matters.

It was also intended to find out from the C.C.A.O. details about dupli­
cation of work, etc., which he has mentioned. The staff in the 
Purchase and Stock Control D:;partment is nor really much, 
compared to the magnitude o f the work. As regards time keeping, 
there are only 10 time keepers, who are looking after about 5,000 
persons. B'isid :s tim': keeping, they also attend to the following 
work :

(a) Reconciliation of attendance time«vith booked time.

(b ) Compilation of certain statutory data to comply with the Factories
Act.

(c ) Miscellaneous work relating to items such as late arrival o f train
and buses etc.
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(4) Para 15.—Due to the nature o f the agreement with the Automatic 
Telephone & Electric Company requiring certification by B.P.O. 
and other organisations, the work in the Sales Branch is more 
involved than it could otherwise be. This is something which 
cannot be helped. The agreement with the P & T  Dq>artment 
also provides for charges being recovered on the basis o f actual 
costs and this leads to considerable correspondence and subesquent 
adjustments. Several requirements of Government Audit and 
the P & T  Department have also to be complied with, and these 
make the working o f the organisation not being strictly compara­
ble to purely commercial concerns.

Definite delegation of responsibility exists in this organisation. IVo- 
cedurts have been standardised and convention stabilised. Such 
delegation could done only in course o f time in the wake of 
experience gained and could not have been made in the initial 
stages hurriedly.

(5) Para 16 (</) Centra} Tools Stores.—The position of personnel in 
all Departments has baen determined on the basis of works studies. 
There have been major changes in the organisation since the repon 
was made in 1955. Planning has been decentralised to a certain 
extent. R'̂ sponsibility for material utilisation has also been de­
centralised. A number of other improvements have also been 
effected, such as floor investigations, cost standards, etc.

In any manufacturing programme, tools have to be obtained in advance. 
It is only after the tools have been tried out and the manufacturing 
process is stabilised that additional staff" for the production o f 
particular items can be arranged. Most o f the tools which were 
considered surplus in 1953-54 are no longer surplus. However, 
there are some cases o f imported die sets etc., which are really 
surplus, but the cast o f these forms a small percentage o f the totd 
cost o f tools and gauges and action is also being taken to have 
them disposed o f wherever possible.

(6) Para 19.— An Engineer was put on the work o f investigation o f the 
machine capacity required in each Department and also to assess 
su^lus machinery. Since then, the machine capacity etc., are 
being revised with a view to meeting the increasing demands o f 
tele-communication equipment. This is a continuing process and 
additional machines are being ordered for, only after .satisf>ing 
that no spare capacity exists, 'r h e  method o f machine log card 
is being introduced by stages. Machine utilisation charts are also 
being prepared. The targets for production have been increasing 
every year. For t955-56. the target was 55.000 telephones and 
45, 000 exchange lines. For 1958-59 the figures have been provi­
sionally fixed at 85,000 and 54.000. More and more components 
have indigenously been produced. In addition, fresh items have 
also been taken up for production and most o f the factor)' is 
working in double shift while some individual shops are working 
in 3 shifts, because o f the increase in targets o f production, n iere 
arc practically no surplus machines now.
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Stanmary of recommendations

APPENDK V

Serial No. Paragraph Recoxnmendation
No.

_ _ J ____________ 2______________________________ 3_____________________

1 7 The Committee feel that dt would have
been advantageous to get a project report 
from the A.T.E. not merely to serve as a 
shon-term and long-term plan but also as a 
means o f watching and judging the progr^  
made from time to time and thatXin its 
absence it is somewhat difficult to make a 
correa assessment o f the actual progress.

2 lo  The Comminee feel that the limiutions
referred to in clauses i and lo  o f the Agree­
ment with the A.T.E. have precluded the 
I.T .I. from extending its operations to 
other areas where it could find a ready market 
especially now that the I.T .I. has the capa­
city and means to undertake production 
for this purpose. They were informed in 
this connection that the A.T.E. had already 
been addressed by the I.T .I. to modify 
these clauses so as to include some more 
territories for I.T .I. to do business for a 
specified period. While the Conunittee 
hope that these efforts will meet with 
success, they would nevertheless suggest 
that in similar cases where the Government 
of India may enter into agreements with 
forei^  firms for the establishment o f in­
dustries in the country, due care should 
be taken not to fetter themselves by re­
stricting the territory o f operation.

3 12 While the clauses (4 & 5) appear quite
satisfaaory from the l^alistic point o f view, 
the Committee feel that in their practical 
operation, these have placed the I.T .I. 
in a disadvantageous position inasmuch 
as ;

(a) these clauses virtually prevent the 
I.T .I. from getting any technical know-

------------------------------------------------------------------------- 1-----------
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how from any other manufacturers 
for the production o f items which are 
either outside the scope o f the agree­
ment 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 I.T .I. 
for adequate consideration, th ^  may 
not do so, if the information is to be 
passed on to A.T.E. who may be their 
comf>etitors.

(b) any information of a developmental 
nature resulting from research or de­
velopment work carried out by any 
orgmisation in this country and made 
a\’ailable to I.T .I. would automatically 
be accessible to the A.T.E. who could 
utilise it.

15 The Committee fail to understand why infor­
mation is not available in the M in is^  to 
show how clauses 4 & 5 were included in the 
Agrement. They would suggest that while 
examining the implications of various 
clauses contained in agreements which
Government might enter into with foreign 
firms or consultants, a contemporary re­
cord o f the discussions leading to the 
acceptance o f the provisions contained therein 
should invariably be kept in the Ministiy 
concerned.

18 The Comminee consider the inclusion o f clause
(9) in the Agreement as very imfortunate. 
They recommend that as a rule Government 
should not fetter themselves too much by 
such obligations and should, if at all necessary, 
commit to get only a part o f their require­
ments from the company with whom they 
enter into such agreements.

30 The Committee hope that lull advantage o f the
Agreement will be taken to get as many per­
sons trained at the A.T.E. woiiu or by 
their experts as possible within the currency 
o f the Agreement.

24 It would appear that the actual production in
the I.T .I. has ftUcn short o f that cmtemplated
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at the time o f the Agrtement. The Com­
mittee, therefore, feel that there is no reason 
to feel complacent in r^nrd to the progress 
made by the I.T .I. so far. They recommend 
that this matter may be re-examined by the 
Management.

25 The Committee suggest that the provisions
entitling A.T.E. to one seal on the Board of 
Directors of the I.T .I. may be reviewed 
and discussed if considered desirable with 
A.T.E. in the light of tiie changes made in 
this regard in die Agreement entered into 
by the HM T (P) Ltd., and Hindustan Steel 
(P ) Ltd., with their foreign consultants, 
as a resuit o f which the latter function only 
as Technical Consultants.

26 & 27 Though the Comminee were assured that the
Agreement had on the whole worked satis­
factorily, and had achieved its main purpose, 
there had been cases where :—

(1) the I.T .I. had to purchase plant and 
machiner>' from the A.T.E. in excess o f 
what was strictly required and that some 
of this machinery is still lying idle (vide 
paragraphs 70 & 104).

(i») there had been delays in the matter o f 
getting manufaauring data and other 
technical information especially in the 
matter of Carrier Equipment as a result 
of which produaion in the transmission 
division has been delayed by i-i|  
years.

(mY) there had been difficulties in ihc matter 
o f getting supplies of certain materials 
through the A.T.E. which has also re­
sulted 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 settle­
ment of bills resulting in avoidable 
delay in payments.
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The Committee feel that these difficulties 
could have been avoided at least partially 
had there been a project report . However, 
they hope that these and similar other points 
will be amicably discussed by the I.T .I. 
with the A.T.E. and resolved to the ex­
tent possible and every effort made to secure 
the effective utilisation of the agreement.

10 30 The Committee recommend that early aaion
be taken to appoint a Chairman with re­
quisite qualifications and aptitude who 
holds no post in the Secretariat or has 
severed his conneaion with the adminis­
tration. They would further suggest that 
persons with business experience who might 
have no interests in private undertakings 
and also persons of experience in financial 
matters and in tele-communication engineer­
ing should be associated with the Board in 
terms with the recommendations contained 
in the Committee’s Sixteenth Report. To  
the extent possible, they could ako aa as 
funaional advisers in various matters and 
provide technical services in the fields of pro­
duction, performance measurement, etc.

11 32 The Committee would recommend that the
Board of Direaors should take maximum 
responsibility and funaion on business 
principles and not look to Government for 
guidance in matters where decisions could 
be taken by it.

12 )3 The Committee consider that the Board
of Directors should concentrate on policy 
matters and measures to improve efficiency, 
economy and production and that there 
should be suitable delegation o f powers to the 
authorities on the spot for execution o f 
day-to-day work. It will be appreciated 
that unless there 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 reviewed by the 
man^ement. They would fiinher surest 
that it should also be ensured by the various 
authorities that the powers delegated to 
authorities below them are actually exer­
cised.
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13 37 The Committee feel that it should be possible
for the heads ô , the major departments in 
the I.T .I. at least, e.g., the Transmission & 
Engineering Departments to function directly 
under the Managing Direaor, especially 
since the present incumbent is himself a 
technical officer, while the General Manager 
might control the other important Depart­
ments. Under this arrangement, it might 
be possible to abolish the ppst of Manager. 
The Committee would recommend that the 
organisational set-up of the I.T .I. should 
be reviewed in the light o f the above re­
marks, as well as of the position obtiunlng 
in modem undertakings elsewhere.

14 38 To ensure better co-ordination, the Com­
mittee would suggest the formation of a 
Board of Management as in the H.A.L. 
etc. consisting of the Managing Direaor 
and Senior Officers of the I.T .I. to assist 
the Managing Direaor in the exercise o f 
his powers, funaions and responsibilities 
not in an informal manner but by holding 
meetings at regular intervals, maintaining 
records of proceedings, etc. In this con- 
neaion, they might mention that the praaice 
of having Boards o f Management which 
involves coUeaive and to that extent con­
sidered decision-making and encourages 
joint responsibility among senior officers, 
has become extensive in most enterprises.

*5 40 The Committee cotnsider that while impor­
tant financial matters should be considered 
by the Board of Direaors, there should be 
sufficient delegation of authority below 
that level for which purpose they have al­
ready recommended a Board of Management. 
They therefore, suggest that the continuance 
of the Finance Committee may be re-exa­
mined.

*6 43 The Committee feel that it might perhaps be
more economical to entrust the work re­
lating to the clearance of stores received 
from abroad and forwarding them to the Head 
Office, at present handled by the three 
Branches of I.T .I. to the clearing and



shipping agents approved by the Govern­
ment of India. They would 5iuggest that 
this question may be examined in con­
sultation wi»h the Miinstry of Transport 
and Communications.

44 The Committee feel that the justification
for the continuance of Delhi Branch may 
also be re-examined to see whether this 
work can be done through some other 
agency, such as one of the Committees dis­
cussed in the Report.

jg 46 While the Committee agree that under the
circumstances it might be necessary for the 
I.T.I. to keep some maintenance staff to 
look after the PAXs installed in the areas 
served by its various Branches, the>' would 
suggest that the I.T.I. should examine 
the whole question of maintaining these 
Branches, in their present form and stren^ 
particularly in case it is found economical 
to entrust the handling work to the clearing 
agents.

la 50 The Comnuttee feel that the present system
of having different Co-ordination Committees 
and procedures for P & T , Railwa>’s and 
Defence is not quite satisfactory. They, 
therefore, feel that a better arrangement 
might be to have one co-ordination Com­
mittee with 3 to 4 Sub-Committees each 
dealing with the requirements of different 
User Departments and also a small office 
since that might ensure a closer co-ordination 
in production as well as in research pro­
grammes between the I.T.I. on the one 
hand and the different user departments 
on the other.

20 53 Since the capital output ratio in the I.T .I
is only 72 % , it is evident that efforts will 
have to be made by the I.T.I. to increase 
their produaion to the optimum capacit)' 
for use at home as well as by tapping export 
markets and undenaking manuAicture of 
ancillarj’ items.
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21 s6 The Committee doubt wljether the declaration
of a dividend by the Board o f Directors 
in I9S5~5  ̂ and 1956-57 without making 
provisions for Royalty t6 be paid to A.T.E. 
for 1954-55 and selling price variation for 
1955-56 was in consonance with the accepted 
commercial practice.

22 57 The Committee would consider the increases
o f profit mai^ins as unobjectionable so long 
as they assist in self-finandng future de­
velopment projects. At the same time, 
they would point out that the basic object­
ive o f a public enterprise like the I.T .I. 
should not only be to realize a financial profit 
but to produce the required products, to 
achieve the optimum output and to ensure 
produaion by economic and efficient me­
thods.

23 58 In regard to the amounts provided for de­
predation the Committee observed varia­
tions which seem to have no relation to 
either increase in machineo' or in produc­
tion. The Committee suggest that this 
should be examined by the Management.

24  59 The Committee consider that provision for
replacement should be based on some sden- 
tific formula.

25 60 The Committee would sugg^t that, as a rule,
provision shoukl be made for Genera 
Reserve since such reserves go 10 strengthen 
the internal finances o f an undertaking.

26 61 T^e Comminee do not feel happy that a
commercial imdertaking like I.T .I. should 
have allowed outstandings o f the order of 
Rs. 138 lakhs to accumulate especially 
from a department whose representative 
functions on its Board o f Directors They 
consider this as particularly unbusinesslike 
in view o f the faa that because o f this locking 
up o f funds, the I.T .I. had to , borrow from 
the Government and the State Bank of 
India. These borrowings amounted to Rs. 
127 lakhs as on 31-3-57 and the interest 
was about Rs. 5 lakhs. The Committee re­
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commend that action to liquidate all the 
outstandings should be vigorously pursued 
by I.T .I. with the concerned departments.

27 62 The Committee . consider that the main
reason for the outstandings is the lack o f 
promptness on the pan o f the I.T .I. in 
rendering bills or in chasing those which 
are not paid within a reasonable time and 
also on the part o f the P & T  units in 
paying or taking any action on the bills 
rendered to them for supply of goods. The 
Committee recommend that strong action 
should be taken against those who allowed 
the dues to accumulate both in the I.T .I. 
and in the P & T  units and that there should 
in future be greater co-ordination between 
the two in the settlement o f dues.

28 63 As regards the 90% \'alue required to be paid
to the I.T .I. on despatch o f goods, the Com­
mittee would suggest that since there is al­
ready P & T  inspection staff stationed at 
the I.T .I., the desirability o f sending im­
mediately a copy o f the I.T .I. d e liv^  
challan accompanied by the inspection 
certificates to the DAG, P&T concerned, 
who could on its receipt arrange pay­
ments to the I.T .I. should be considered.

29 64 Ii «  WTong for any authorit>- to place an order
for supply o f goods without being in a 
position to pay for them which is also no 
ground for not paying for an obligation 
incurred. The (^mmittee recommend 
that the D.G., P&T should examine all 
such cases and issue stria instructions in 
the matter.

JO 65 As regards sales-tax the Committee fail to
understand why its payment should con­
tinue to be objected to by the P&T imits 
even after the question of inter-State sales 
tax has been settled and particulariy for 
the periods prior to 6-9-55 «“ d after 
1-7-57. They suggest that immediate in­
structions should be issued in the maner 
by the D.G. P&T in retard to these periods. 
As rqsards intermediate period the matter

118 LS—7



was stated to be under consideration o f the 
Law Ministry. /The €onimittee hope that 
an early decision will be reached in the 
matter. ^

31 66 As regards non-payment o f Bills on account o f
rejections, the Committee would suggest 
that instead o f disallowing bills and holding 
up payment, the feasibility o f first making 
full pa>’ment o f Bills and  ̂thereafter making 
adjustment for rejections by means of credit 
notes should be considered. This pro­
cedure they understand exists in the case of 
supplies made to the Railways and Defence.

32 67 In respect o f arrears of pa\Tnents, due to I.T .I.
from Railways and Defence, the Committee 
would suggest that the existing procedure 
followed in the case o f P&T together with 
the above suggestions should be made 
applicable in their case also and that the 
necessarj’ discussions for the purpose be 
undertaken immediately.

33 68 The Comminee observ'e from the terms and
conditions o f supply that n<> merest is levied 
by the I.T .I. on delayed payments on account 
o f supplies o f goods etc. They would 
suggest that the desirabilit>' of levying 
a charge o f this nature in accordance with 
normal commercial practice should be con­
sidered.

34 69 The Committee 'are concerned to sec this
abnormal rate o f writes off (about Rs. 45000 
per annum) in the company and would 
surest that the management should exa­
mine them carefully.

5̂ 71 The Committee feel that the expenditure
troids do not reveal a very satisfactor>' 
piaure in many direaions, especially 
since in the year 1958-57 when though 
the total , production figure showed 
an increase of about 29 % since 1954-55 
the budgeted expenditures on, salary and 
wages, fuel and power and depredation as 
also the total revenue expenditure were
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'much higher. The Committee suggest 
that the Management and the Board o f 
Directors should regularly have the ex­
penditure o f I.T .I. carefully analysed and 
take action to control disproportionate 
increases whenever they are noticed.

36 74 The Committee do not appreciate wide
variations between the actuals and Budget 
figures, in the case o f an undertaking iBce 
the I.T .I. which has an assured business on 
the basis o f the cost o f production. They 
feel that such wide viriations render effective 
financial control difficult and that to mini* 
mise them the standard o f budgeting which 
in turn depends on proper accounting and 
costing should be improved.

37 75 The Committee regret that till this report was
finalised, information in regard to action 
taken by the Government on the 2nd Re­
port o f the C.C.A.O. of the Government o f 
India was not made available to them by 
the Government they however feel that 
sufficient aaion has not been taken thereon 
by the I.l'.I. Even the Board o f Directors 
do not seem to have taken any specific 
note o f the two Reports o f the C.C.A.O., 
which is rather unfortimate. They would, 
therefore, recommend that the Board o f 
Directors should arrange for immediate 
action in regard to these recommendations 
of the C.C..\.0 .

38  77 (1) The Committee recommend that the en­
tire system o f accounting—financial, cost and 
stores— ŝhould be urgently got examined 
afresh by an expert team specially to be 
N.n up for the purpose.

(it) Incidentally the Committee would ob­
serve that during the examination o f various 
State undertakings they inv'ariably found 
that the costing system followed by them was 
not alwa>'s what it should be in a commercial 
and industrial undertaking. They there­
fore suggest that the Government should 
urgently consider the setting up o f an expert 
Committee to go into the system o f Account­
ing — Finance, Cost and Stores — in all 
the State Undertakings with a view to mak- ■
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ing it fool-proof and achieving standardisa­
tion o f Accounting Prccedure, to the extent 
possible, at l ^ t  in all manufacturing 
units.

39 78 The Committee consider it desirable that the
Annual Accounts and Reports o f public 
undertakings placed before the Parliament 
should be made for more datailed and ex* 
haustive than at preseq^ These should 
clearly bring out the financial working o f 
the tmdertaking as well as of its various, 
manufacturing departments and branches» 
an analysis of accounts with particular re­
ference to administrative expenses, over­
heads, staff strength and measures to con­
trol them, actual production o f various 
items and its costs and trends, relations 
viith users, personnel and training matters, 
etc., together with illustrative graphs 
and charts wherever possible. In this 
connection, the Committee would suggest 
that the Annual Report and Accotmts o f 
the Nationalised Industries in U.K. might 
be considered as a model. Further, in order 
to enable Parliament and Parliamentary 
Comminees to make a proper study o f 
these undertakings, their annual 
accounts and reports for the preceding 
financial year should be laid before the Par­
liament before the commencement o f Budget 
discussions.

40 80 The Committee'would suggest that the justi­
fications o f a separate cost check staff main­
tained by the P. & T . at the I.T .I. might 
be examined by the Ministry o f Transport 
and Communications (Depanment o f Com­
munications) in constutation with the 
Ministry o f Finance and the Comptroller 
and Auditor-General o f India.

41 86 (i) The Committee would recommend that the I.T .I'
should impress on the P.&T. whose represen­
tative functkms on the Board o f Directors o f 
the I.T .I. the necessity o f intimatii^ actual­
ly the firm requirements sufficiently in advance 
and of not making changes in them frequent­
ly. They feel that this should be possible ̂  
undertake proper planning jnthe P .& T . 
In this connection it is important to pdat
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out that for economical working sdtedules 
once fixed shotild not be frequently altered 
since such changes result not oiuy in decreased 
produaivity but also in loss o f work-flow 
and inefficient use o f man-power and 
machines.

(ii) In the last three years the actual produc> 
tion (the I.T .I.’s efforts) has been Rs. ixo 
lakhs, Rs. 139 lakhs and Rs. 176 lakhs 
respectively, i.e. Rs. 425 lakhs which comes 
to only about 4 i% of the total production o f 
Rs. 1023 lakhs during that period. The Com­
mittee, therefore, recommend that efforts 
should be made to improve the extent o f 
actual production in the I.T .I.

42 91 The Committee feel that the manu&cture
o f the transmission oiuipment needs to be 
given greater attention in the I.T .I. than 
at present especially considering its revenue- 
•aming capacity as well as future demand. 
The Committee understand that in the export 
field also, there are greater chances o f market* 
ing transmission equipment than telephone 
exchange equipment. They, therefore, 
suggest that the programme of transmissioi 
equipment o f the I.T .I. should be reviewed 
in the light o f the above remarks.

43 92 The Committee suggest that the feasibility
o f further production of screws and die- 
casts and similar other items should be 
explored so as to utilise fiilly the spare 
capacity.

■44 94 The Comminee understand, that some diffi-
culqr is being experienced by the B.EX. and 
I.T .I. in regard to the manufacture o f 
certain parts and components for eadi 
other since B.E.L. follows the metric system 
while the I.T .I. follows the traditional 
FJLS. system. They suggest that tiiis 
matter should be expeditiously examined 
with a view to standardisation as wdl as 
production.

-43 95 The Committee would recommend that in
order to eniure the utilisnion o f tfaii 
iutphia capacity and to minimise dependence 
on impoits» the LT .I. should midertake pco- 
ducdon o f as many other itmes both in the 
tele-communication and non-teleoommuni- 
cttioa fields as poasible. For tbis puq;x> e, 
the L T .I. should first deadly detennine what 
items can be manufiMuied tqr them after
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making a survey o f the idle capacity as welt 
as the capacity o f the mrchinery to produce 
these items. Thereafter the I.T .I. should 
conduct a market survey o f the demand for 
all such items keeping in view the cajsadty 
already available in the country. To enable 
such surveys to be made, they would suggest 
the appointment by the ' Government o f a 
Committee analogous to the Engineering 
Capacity Survey Committee which had been 
appointed by Government some time back. 
Finally, the I.T .I. should draw up necessary 
plans for starting manufacturing operations 
on the basis o f the survey.

46 97 The Committee recommend that stienuous
efforts should be made to reduce the over­
heads to a reasonable figure and thus to 
reduce the cost o f production. This, they 
feel, can be done by increasing produaion 
and simultaneously undertaking a review of 
the staff position. In this connection they 
would invite attention to their recommenda­
tion at S. No. 37 above.

47 99/100 The Committee feel that it should be possible
for the I.T .I. by proper advenisment and 
negotiations to find Agents on payment 
of reasonable remuneration. As regards
appointment o f agents ah~oad, the Com­
mittee would suegest that as far as possible 
preference should be given to Indian Nationals 
resident abroad.

48 103 Tlie Conmiittec recommend that further effort*
to tap export markets on commcrcial lines 
should be vigorously pursued by the I.T .I.

49 106/107 Th e. Committee are concerned to observe
that the I.T .I. purchased from A.T.E. 
more plant and machinery* than was required, 
for the prodcytion, as a result o f which 
considerable ponion o f it was lying 
idle. It is evident that there* has been 
lack o f proper planning as well as coordina­
tion between I.T .I. and A.T.E.in the matter. 
Thca-e appeared to be some misunder­
standing even in regard to theltchedule o f
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manufacture. There was no project 
report and the recommendations o f 
the A.T.E. also do not seem to have been 
scrutinised by the I.T .I. They 
would therefore recommend that greater 
care should be excercised in the procurement 
o f Plant and Machinery at least in future. 
Further, the imbalance in the capacity 
o f different types o f m achin^ which is 
said to be causing bottlenecks in produaidn 
should be rectiiied. The existing idle 
machinery and surplus capacity should also 
be utilised to the b «t  advantage.

50 108/109 The Committee consider the existence o f
Stores Purchase Committee in the I.T .I. as 
a very desirable feature which may be 
adopted with advantage by other State 
Undertakings.

In view of the fact that the annual purchases 
of the I.T .I. amount to Rs. 2*5—3 crores, 
the Committee would suggest that the 
feasibility of associating non-oiiicials with the 
Stores-FWchase Committee may be examined 
by the I.T .I.

51 I I I  The Committee consider that it should be
possible ti minimise overstocking and yet 
avoid bottlenecks by proper planning and by 
stipulating realistic ddi\’er>- dates for materials 
and by imposing penalties for failure on the 
pan o f suppliers to supply the materials in 
time. At the same time, a commercial orga­
nisation like the I.T .I. should also take full 
advantage o f periods when the prices o f 
materials are at a low level to obtain and 
stock them and for this purpose, the Board 
ofD ireaors should exercise latitude with 
proper discretion.

52 115 (i) The Committee recommend that in view of the
position regarding the extent o f imports 
o f raw materials, components etc. (even 
apart from plant and machinery) as well 
as o f other tdephone equipment, more con­
certed measures to locate and develop 
indigenous sources should be taken in
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coordination with the Development Wing. 
An increasing iy « sho'uid also be made 
o f the system o f sub-contracting which at 
present amounts to five«per cent only.

(t‘0 The Committee feel that indigenous manu­
facturers should be encouraged to improve 
the quality o f supplies and that the position 
is bound to improve gradually. They would 
also suggest that a systenf o f decentralised 
purchases should be adopted by the I.T .I. 
However to obtain better results in all these 
matters the Committee feel that it would be 
desirable to appoint a Telegraph and 
Telephone Equipment Committee on 
the lines o f the Railway Equipment Com­
mittee.

119 The Committee would suggest that the
need for stream-lining the organisa­
tional set-up o f P. & T . Worl^hops with a 
view to ensuring greater co-ordination 
with I.T .I. even i f  common management 
for the two be not immediately feasible 
as well A  o f rationalising the manufacturing 
operations in these units to fit in with the 
Telephone Expansion Schemes of the 
P. & T . Department should be constantly 
kept in view while making the re-organisa­
tion.

54 123 The Comminee would suggest that the
P. Sc T . Department should undertake a 
survey o f telephone requirements o f the 
country at regular intervals.

55 127 The Committees hould suggest that the P. & T .
Department should consider the economics 

drawing up necessaiy plans to meet the 
demand—ousting and potential—«fter. 
taking into account the A ct that it would 
bring in revenue to Government.

In this cdmectim thqr would also ninetc 
that the feasibilhy o f setting up a 'TOe- 
phone Developoient Fund* afW'caking into 
account the revenue earned by the Tele- 
I^ione qntem, ■■ well aa tudi Sdiemes a»
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the O YT (Own your Telephone) etc. should 
be considered. Further the possibility 
o f negotiating loans from the World Bank 
or some other similar agency to finance 
the expansion o f the Telephone 
system in the country, should also be consi­
dered.

■

56 128 The Committee suggest that efforts should
be made to persuade the Hindustan Cables 
(Private) Limited to increase its production 
capacity and that there should be more 
effective co-ordination between the P. & T . 
and the H. C. L. for this purpose.

57 129 The Committee would suggest that to
facilitate effective co-ordination, the desi­
rability o f placing the Hindustan Cables 
(Private) Limited under the administrative 
control o f the Ministry o f Transport 
and Communications (Department o f 
Communications) should be considered.

58 131 The Committee feel that with better planning
it should be possible to reduce the time 
lag between the installation o f capacity and 
its utilisation considerably, to see that 
capacity is utilised in full as far as possible 
simultaneously with its installation. They 
recommend that this maner should be 
carefiilly examined.

59 132 The aim o f the Posts and Telegraphs Depart­
ment should clearly be to keep these five 
elements (as stated in para 132 o f the 
Report) in balance relative to each other 
for any imbalance would result in inefficient 
either in the form o f poor service or in 
uneconomic utilisation o f cq>ital equipment 
such as idle capactiy etc.

60 133 The Committee would suggest that the
scheme to provide auto Exchanges in 
replacement o f manual Exchanges should 
be expedited.

61 134 While the Committee are in no position to
comment on the technical reasons adduced 
for itplidng the auto Exchange8*ofBh«wng»»
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Gwalior and \ ^ o re  by manual one,, 
they consider it most ^mfortunate that 
even 7-8 years after this change was made 
the reconversion to auto exchanges has 
not been • made. The Committee trust 
that no further avoidable time would be 
lost in restoring this facility which existed 
in these places till 1950.,

62 135 The Committee recommend that the question
o f restoring the Rural Auto Telephone 
system in Saurashtra, as well as expanding 
it elsewhere should he urgently examined.

63 139 For the successful running of a telephone
industry it is o f utmost importance that 
Research Unit should work 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 further.

64 141 The Committee urge that greater attention
should be given to Research aaivities. 
For this purpose, they would suggest 
that the I,T J . and P,&T. should concentrate 
first on building up a nucleus o f adequately 
trained reseaich staff who could build-up 
a research organisation gra4^ally. Simul­
taneously a phas^ and co-ordinated pro­
gramme for expaiuion o f research activities 
in the I.T .I. as well as in the P.&T. Depart­
ment should be drawn up. In this 
programme, due stress should be laid 
on the utilisation o f indigenous raw materials 
as well as on improving the production 
processes in the 1.1 .1. Finally, every 
effort should be made to maintain contacts 
with A.T.E. and other Tele-Communica­
tion Manufacturas in regard to their 
research activiti^.

65 142 The Committee feel that the existing •coordina­
tion fcM- Research is not adequate. They 
would, therefore, suggest that there should 
be greater integration between the research 
activities o f the I.T .I., P. T .» ‘ Rsilw^ys^
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Defence, and Universities so that limited 
resources and facilities in this field m ig^ 
be used to the best advantage. For this 
purpose the Committee would suggest 
the setting up of a Tele-communication. 
Research Council consisting o f experts 
drawn from these organisations.

66 145 The Committee feel that in an industrial and
commercial undertaking it should be possible 
to control increases in man power especially 
when the overheads are high. They recom­
mend that vigorous and determined attempts 
should be made to control staff strength 
and to correlate it with production.

67 148/149 (i) The Committee consider the abnor­
mal increase o f Factory staff without 
corresponding increase in production 
an indication that the productivity 
o f labour has been on the decline 
in the I.T .I. The>’ recommend that the 
management should give urgent 
attention to this problem. For this 
purpose, the Comminee would sug­
gest that a detailed job analysis 
and proper time and motion study 
be imdenaken immediately in the 
various shops in the I.T .I. since 
only then can the optimum efficieiuy 
o f an operative business be measured.

(ii) Since the present system o f fixing 
standards in the I.T .I. has not succeeded 
in effectively controlling staff strength 
the Committee would recommend 
a review o f the methods adopted.

68 152 The Committee suggest that the question
o f taking suitable undertaking fixjin those 
especially trained for employment in I.T .I. 
should be considered.

69 153 The Committee consider that the real reasons
for the lai:ge number o f resignations in the 
I.T .I. should be carefully investigated with 
particular reference to the conditions ^of 
service enjoyed by the personnel and le- 
mediU measures taken to the extent possible 
so as to avoid recniitjnent and personnd
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difficulties. They would also suggest 
that other Centr«l Go’ 'emment Under- 
takiags at BangbLore and r^resentatives 
o f staff might be associated with this 
investigation.

70 155 The Committee fiul to understand the justi­
fication for the grant o f a conveyance 
allowance to 6 senior officers o f I.T .I. 
and the entertainment allowance to the 
Managing Director. In this connection, 
reference is invited to para 66 o f the Com­
mittee’s 27tji Report on the Hindustan 
Insecticides Ltd.

71 156 The Committee trust that the I.T .I. would
before long introduce the Wage Incentive 
system on a scientific basis and thus 
stimulate production.

72 158 The Committee would suggest that the
workers and staff should be educated to 
reduce absenteeism and that recognition 
should be given to those who are prompt 
and always on the job. In this connection 
thqr would invite reference to the recom­
mendation made in para 99 o f their 67th 
Report on the H.A.L. for the iatroduaion 
in all State Undertakings o f an ‘Attendance 
Bonus Scheme’ as in the H.A.L.

73 159 The Committee would suggest that the
scheme o f rewarding suggettions as well 
as the awards so'>ftr made may be better 
publicised so as to enable the workers 
to appreciate the types o f suggestions that 
they should make «.g.y those which would 
make for savings in labour, time and 
materials, accident prevention, increase 
sales, etc. Further when a suggestitm is 
not accepted, the reason may be given to 
^  a n {rfo ^  sufamitting the suggestion,

74 16s While the Conunlttee appreciate the wel&re
measures existing in the I.T .I. th«y would 
suggest that the I.T .I. should oondder 
the desirability o f creating a sqMnte Welftre 
Fund to be managed by a Committee 
oonaisting o f wotketa only.
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75 163 Th« Coininittee would suggest that the
proposal to bu}' more buses should be- 
carefully examined by the I.T .I. especially 
when transport facility is causing a heavy 
recurring financial loss to the I.T .I. u . 
this conneaion they would suggest that 
the feasibility o f having a common pool 
c f transport for all the Government 
concerns in Bangalore or some o f them 
located in neighbouring localities should 
be considered.

76 164 The Committee would suggest that it might
be impressed on the Railway Administra­
tion to attend to the late ruiming o f work­
men’s trains so as to minimise detention 
and consequent loss o f production in 
I.T .I.

77 167 The Committee would recommend that the
I.T .I. should formulate a phased programme 
for the training o f their technical person­
nel in the expanding sphere o f tele-com­
munication equipment in the A.T.E.’s 
Works and also establish with the assis­
tance o f the A.T.E. training programme in 
the I.T .I. itself for the purpose.

168 The Committee would suggest that the de­
sirability o f putting a more senior officer* 
serving or retired with experience o f Tele- 
cominunication Engineering in chai^ o r 
the I.T .I.’s Training School should be con­
sidered.

79 169 (i) In view of the expansion o f the I.T .I. and the
need to correlate the number under training 
to the number o f emploj-ees, which is now 
over 4,600 the Committee would suggest 
that the adequacy o f the training schemes 
should be reviewed.

170 (ii) They would also suggest that the I.T .I. should 
recruit and train qualified apprentices drafts­
men, tool-makers, designers and that for this 
purpose necessary’ training schemes should 
be staned.

80 171 The Committee would suggest that there-
should be a continuous review o f the traicin f 
schemes and programmes so as to introduce 
modem methods o f production and work.
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81 172 The Committee would susgest extension o f
the scheme knov^ as ^Training within 
Industiy’ which th^ understand is invaluable, 
n̂ addition, they would also suggest that 

courses for executive development need to be 
encouraged in order to ensure an adequate 
supply o f penons who possess the necessary 
ability, capacity and expertness for managerial 
assignments at each level as the need arises.

82 173 The G)mmittee desire that their suggestion for
a joint training scheme for I.T .I. and P & T  
should be expeditiously examined by 
Government. *

83 174 The Committee feel that it would be desirable
to appoint a Technical Committee consisting 
o f one or two tele-communication Engi­
neers and a Chartered and/or Cost Accounant 
under the Chairmanship o f an experienced 
industrialist to review the working of the 
I. T . I. during the last decade. This 
Technical Committee may also look into 
the affairs o f P & T  Workshops. They also 
recommend that this be done at an early 
date and its report made available to Parlia­
ment in due course so that it along with this 
Report would enable Parliament to m ^e a 
correa assessment o f the working o f and 
the progress made by I.T .I. and P & T  Work­
shops.



Analysis of Recommendations contained in the Report and the estimated 
economy likely to result from their implimentation.

APPENDIX VI

I. Classification of Rbcommendations

No.

—^Recommendations for improving the Organisation and 
working o f the Company (S. Nos. 8,10-12,14,19,21-24,25,
28-32, 36, j8, 39,47,48, 50, 53, 54, 57, 59,61-65, 69, 73, 74.
77,78-83, of the Summaiy of Recommendations). 39

B—^Recommendations for future guidance while entering into 
Agreements. (S. Nos. 1-6 and 9 o f the Simimaty of Recom­
mendations) ............................................................ 7

C—^Recommendations for effecting economy which includes 
suggestions for increasing production (S. Nos. 7, 13, 15-18,
20, 26-27, 33-35, 37, 40-46, 49, 51-52, 55-56, 58, 60, 66-68,
70-72, 75-76 of the Summar>' o f Recommendations). . . 37

T o ta l . . .  83

2. Analysis of the more important recommenda­
tions DIRECTED towards ECONOMY

No. as per
S. No, Summar>' of Re* Particulars

commendations
. "______________________________ 3______________________

I 7, 20, 42, 43 For increasing production, taking up 
and 45 new items in the tele-communication

and non-telecommunication fields, h i^er 
capital output ratio etc. These would reduce 
the idle capacity in I.T .I. and make for 
economy in overheads etc.

2 13 For abolition of the post o f Manager (Rs.
1300— 1600).

3 15 For abolition of the present Finance Committee.

4 16 For re-organising the Branches of the I.T .I.
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5 17 For reviewing the justificdtion o f keeping
separate Branch at Delhi.

!•
6 26 For prompt realisation o f the outstandings

o f the I.T .I. on account o f which 
had to borrow funds from the State Bank, 
on which interest alone amounted to Rs. 5 
lakhs.

7 33 For introducing interest charges by the I.T .I,
for late payment o f bills.

8 37 For taking action on the various recommenda­
tions o f the Chief Cost Accounts Officer 
o f the Government o f India contained in 
his two Reports which he submitted on the 
working o f the I.T .I. Most o f the recommen­
dations were directed towards economy.

9 40 For abolition o f the present separate Cost
Check Staff maintained by the P & T  Depart­
ment at I.T .I.

lu 46 For effecting economies in the overheads
which at present are o f the order o f 554% 
o f direct labour as against 400% which was 
considered reasonable by the Direaors o f the
I.T .I. (In the case o f P & T  Workshops, 
such overheads are only 185% of direct 
labour).

11 49 For optimum utilisation 01 the surplus
plant and machiaery in the I.T .I.

12 55 Expansion o f telephone connections to b
financed by the creation o f a Telephone 
Development Fund or by having loans from 
the World Bank etc., the aim being to in­
crease the telephone revenue.

13 5S For reducing the present time lag o f abou^
1-1/2 years between the installation of capaci­
ty and its utilisation by giving expeditiously 
more connections in Exchanges at important 
places.

*4 66 For reviewing the staff strength in (he I.T .I.
In the last three years the increase in the 
staff strenph has been disproportionate to 
increases in production.
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15

16

17

70 For discontinuing the conveyance aDowanoe
at present given to six senior Officers o f the 
LT .I. at the rate o f Rs. 150 each pjn.

75 For purchasing more buses to avoid a recntriag
loss o f about Rs. xi/- per seat at pitaeat 
incurred by the I.T .I. on hiring buses fiom 
theH.A.L.

76 For punaual running o f the woricsmen tiaiii.
Its iate running in the past has caused a lots 
o f about 65,000 man-hours per year (Rs. 
45,000 a year).

3. Eoonomy

Thou^ it is not possible to calculate the tuoaey value o f the economies 
suggested in the Report, calculations which oould be worked out for some 
recommendations are given below.—

Recommen­
dation No.

Particulars Probable savings per year (Rs.)

13

26

70

75

76

46

Abolition o f the post 
Manager.

Prompt realisation o f out­
standings, thereby saving 
interest at present paid to 
the State Bank.

Discontinuance o f Conve­
yance allowance.

Saving in Transport subsidy Rs. i/)o,ooo 
by purchase o f more 
buses.

Punctual running o f work- Rs. 45,000 
men train.

Economies in overheads to Rs. 18̂ 40,000 
the extent o f 154% on 
direct labour assuming 
Rs. 12 lakhs to be the 
annual amount for direct 
labour.

o f Rs. 19,200

Rs. 2o,oo/xx> (4%  interest 
on an avenge loan o f Rs. 50 
lakhs)

Rs. 10,800

T otal Rs. 22,15,000

l i t  LS-9b.



APPE N D IX  V II 

Comments by l.T .I.

kf the cost o f our equijHiient had been more by szy 40%  which 
ttfOOid faftve been the cost for sudi equipment obtained from U.K., 
'ddr jjiirddttction figures vrauld have been higher. Even above the 
ti^Mnted cokts, Government gives some allowance to manufacturers 
and so, but for our efficiency, the production (by value) would have 
been at a more satis&urtory figure, this approach places inefficiency at 
a premium and does not give any consideration to the special efforts
made by us to reduce costs......... substantial reduction in prices has
been effected by us. I f  I.T .I. had been less efficient.' the produc­
tion during 1956-57 could have been equal to or even more t^ n  the 
capital. Quantitative production would be a more reliable yardstick.

2. W e had explained that the production in earlier years had rela­
tively much more imported components and so the actual increase 
in our production has been substantially more than what the figures 
would show in terms o f equipment. During 1956-57 we had to im­
port large quantities o f components for the 12-ChanneI production 
amd this upset the progressive decrease in the value o f imported com­
ponents.


