








   
   



                                                        CHAPTER-I 

         REPORT 

 
 This Report of the Standing Committee on Information Technology deals with 

action taken by Government on the Recommendations/Observations of the Committee  

contained in its Forty-Sixth Report (Thirteenth Lok Sabha) on ‘Demands for Grants 

(2003-2004)’ pertaining to the Department of Telecommunications (DoT). 
 

2. The Forty-Sixth Report was presented to Lok Sabha on 7 April, 2003 and laid 

on the Table of Rajya Sabha on 8 April, 2003.  It contained 41 

Recommendations/Observations. 

 
3. Action Taken Notes in respect of all the Recommendations/Observations 

contained in the Report have been received and categorised as under:- 

 
 (i) Recommendations/Observations which have been accepted by the 

Government:-  

Paragraph Nos:-  14, 15, 19, 37, 38, 50, 51, 72 to 76, 124, 125, 149, 155, 167, 

173, 174 and 184 

                                Total     :  20 

                  Chapter – II 

(ii) Recommendations/Observations which the Committee does not desire to 

pursue in view of the reply of the Government:-  

          Paragraph No:-  77, 100, 126, 147, 148, 154, 162, 166 and 179   

                 

                                                                                                               Total     :   9  

            Chapter – III 

(iii) Recommendations/Observations in respect of which replies of the 

Government have not been accepted by the Committee and which require 

reiteration: 

  Paragraph Nos:-  32, 33, 49, 87, 88, 127, 128, 159 and 185   

           Total     :  9  

           Chapter - IV



 

(iv) Recommendations/Observations in respect of which replies are of 

interim nature:- 

            Paragraph Nos:-  93, 97 and 104  

           Total     :  3 

                     Chapter - V 

 
4. The Committee trusts that utmost importance would be given to the 

implementation of the Recommendations/Observations accepted by the 

Government.  In cases, where it is not possible for the Department to implement the 

Recommendations in letter and spirit for any reason, the matter should be reported 

to the Committee with reasons for non-implementation.  The Committee further 

desires that Action Taken Notes on the Recommendations/Observations contained 

in Chapter-I and final Action Taken Notes on the recommendations contained in 

Chapter-V of this Report should be furnished to it at an early date. 

 
5. The Committee will now deal with action taken by the Government on some of its 

Recommendations. 

 
Budgetary Support to C-DoT 

(Paragraph No. 32) 
 
6. In its Forty-Sixth Report, the Committee was concerned to note that against the 

demand of Rs. 80 crore, C-DoT was allocated Rs. 38.66 crore only, as budgetary support 

during the year 2003-2004 and because of inadequate allocations, the on-going as well as 

the new developmental projects were affected. The Committee, therefore, recommended 

DoT to take up the matter with the Ministry of Finance/Planning Commission and ensure 

that the minimum required funds were allocated to the premier research organisation. 

 
7. The Department of Telecommunications (DoT) in its Action Taken Notes has 

stated that funding for C-DoT for the year 2003-2004 has been considerably reduced. The 

DoT is stated to be pursuing the matter with the Ministry of Finance and Planning 

Commission  for  release  of more funds to meet the requirements of C-DoT.   Besides, 



C-DoT Governing Council has asked BSNL and C-DoT to work closely and identify 

areas where BSNL would like C-DoT to work on for its network requirements. C-DoT 

Board has also taken steps to discuss the joint strategies with private operators and 

financial institutions so that C-DoT technologies could be further proliferated with a 

potential to generate internal resources for C-DoT. However, the results of these efforts 

may not come immediately. 

 
8. The Department has further stated that the Executive Director, C-DoT and the 

Chairman, Steering Committee have written letters to all the C-DoT manufacturers with 

whom pending royalty amount is due, to clear the arrears immediately. As a result, some 

companies have started paying the residual amount of Transfer of Technology (TOT) 

royalty. This may come only progressively, according to the Department. It has further 

been stated that a minimum grant-in-aid of the order of Rs. 100 crore per year will be 

required for C-DoT to meet its recurring cost and to carry on its on-going and new 

technology products. 

 
9. The Committee notes that in order to overcome the financial crunch that C-

DoT has been facing, all the C-DoT manufacturers with whom the royalty amount is 

pending have been asked to clear the arrears as a result of which some companies 

have started paying the Transfer of Technology (TOT) royalty. Besides, steps have 

been taken to identify C-DoT’s  potential towards BSNL’s network requirements as 

well as to chalk out joint strategies with private operators and financial institutions 

for generating internal revenue for C-DoT. The Committee feels that although these 

are steps in the right direction to augment C-DoT’s revenue generation, yet these 

measures may not yield immediate result, as admitted by the Department. In view of 

the fact that the immediate requirement of C-DoT is a minimum grant-in-aid of Rs. 

100 crore per year, the Committee would like to impress upon the Department of 

Telecommunications to pursue the matter earnestly with the Finance 

Ministry/Planning Commission so that C-DoT is able to accomplish its on-going 

projects and take up new ones also. 

 
 



 
Up-gradation of Technology in C-DoT  

(Paragraph No.33) 
 

10. In its earlier Report, the Committee had observed that C-DoT would not be able 

to generate the internal revenue of Rs. 200 crore as targetted for the Tenth Plan period 

because of the shift in BSNL’s strategy to deploy more and more WLL and Cellular 

Mobile equipment in place of fixed line switches. The Committee, therefore, 

recommended that C-DoT should up-grade its technology expeditiously and adapt to the 

changing scenario to cater to new demands. The Committee also desired that the 

Government should extent the required support to C-DoT until it is able to switch over 

completely. 

 
11. The Department, in its Action Taken Notes, has stated that to meet the changed 

scenario and future technology demands of the service providers and network operators, 

C-DoT has proposed a mix of different products and solutions for development during 

the year 2003-2004. 

 
12. The Committee notes that to meet the changed scenario and future 

technology demands of the service providers and network operators, C-DoT has 

proposed a mix of different products and solutions for development during the year 

2003-2004 which, inter-alia, includes continued support for the systems already 

deployed in telecom field, cost effective projects in a short time frame, initiatives on 

a range of projects which will make business sense in the coming years, negotiations 

of MOU with BSNL for field support and upgradation and focus on wireless/mobile 

technologies and software solutions for network and internet based products. The 

Committee appreciates such initiatives as these are required in the changing 

scenario and should be continued with. However, as development of new projects 

and upgradation of the existing units will take many years, the Committee reiterates 

that the Government should continue to extend budgetary support to C-DoT until 

the gestation period is over. 

 
 



Budgetary support to ITI Ltd. 
(Paragraph No.49) 

 
13. In its earlier report the Committee had pointed out that ITI Ltd. needed assistance 

to the tune of Rs.772 crore, the break-up being reimbursement of Rs.182 crore incurred 

by the company on Voluntary Retirement Scheme (VRS), Rs.390 crore to support VRS 

for around 7000 employees in the year 2003-04 and Rs.200 crore as fresh equity infusion.  

The Company was expected to generate Rs.78.89 crore by sale of surplus assets and 

land/buildings, etc.  As there was a huge deficit of around Rs.700 crore, the Committee 

had recommended that the required assistance be provided to the company for its 

survival.  The Committee had also desired the Department of Tele-communication (DoT) 

to act effectively in getting benchmark price for the products of the company. 

 
14. The DoT in its Action Taken Notes has stated that Department had persuaded 

BSNL to subscribe Rs.200 crore towards redeemable preference shares of ITI Ltd.  This 

investment of Rs.200 crore is expected to enhance the net worth of the company and is 

likely to save it from reference to BIFR.  It will also improve the debt equity ratio 

resulting in lower interest rate on the borrowings.  DoT has further added that it has been 

examining the revival plan submitted by ITI Ltd. from various angles for provision of 

financial assistance sought by ITI Ltd. 

 
15. The Committee notes that BSNL has decided to subscribe Rs.200 crores  

towards redeemable preference shares of ITI Ltd..  However, as pointed out earlier, 

the shortfall of funds as estimated by ITI Ltd. is to the tune of Rs.700 crore.  The 

Committee, therefore, strongly recommends that the revival plan submitted by ITI 

Ltd. be examined expeditiously and the required financial assistance be provided to 

the company. Pending examination of the revival plan, atleast the expenditure 

already incurred by the company on VRS be reimbursed during the current 

financial year. 

 



 
Rural Teledensity & Waiting List 

(Paragraph Nos. 87 & 159) 
 

 
16. The Committee had observed, in its Forty-Sixth Report, that in order to achieve 

the rural teledensity target of 3 by the year 2007, 14.72 million DELs with an investment 

of Rs. 44,160 crore would be required by the end of the Tenth Plan period. The said 

amount had to be met from the USO Fund and adequate budgetary support failing which 

it would be very difficult for BSNL to achieve the target. The Committee had also 

observed that there were 21,74,502 people waiting for telephone connections all over the 

country the break up being 16,27,285 in rural areas and 5,47,217 in urban areas. In view 

of the fact that responsibility lay with DoT to ensure fulfilment of Government 

assurances, the Committee recommended that urgent measures should be initiated by the 

Department to garner the required funds for BSNL so that rural teledensity is increased. 

 
17. In its Action Taken Notes the Department has stated that there were 18,06,577 

persons on the waiting list for telephone in the country, as on 31 March, 2003, out of 

which 14,12,471 persons were in rural areas. Therefore, BSNL has planned to provide 

8.61 lakh DELs (4.0 lakh wired and 4.61 lakh WLL) during the year 2003-2004. It has 

further been stated that more emphasis will be given to rural areas in the remaining years 

of the Tenth Plan period subject to availability of adequate funds to BSNL. 

 
18. The Committee notes that as on 31 March, 2003, there were 18,06,577 

persons waitlisted for telephones, out of which 14,12,471 were in rural areas. BSNL 

has planned to provide 8.61 lakh DELs in rural areas. Even if BSNL was able to 

provide the projected DELs, there would still be around 6 lakh people waiting for 

telephone connections in rural areas; and if the progressive demand is taken into 

account, the waiting list in rural areas will increase further. Department’s assurance 

that more emphasis will be given to rural areas in the remaining years of the Tenth 

Plan period appears to be uncertain in view of the condition laid down i.e. ‘subject 

to availability of adequate funds to BSNL’. Here, it may again be pointed out that to 

achieve rural teledensity target of 3 by the year 2007, a sum of Rs.  44, 160 crore 



would be required by the end of the Tenth Plan period for provision of 14.72 million 

DELs. In view of the reluctance of the Private Operators to go in for rural telephony 

and the precarious financial condition of BSNL, the Committee is apprehensive 

whether the rural teledensity target would be achieved by the end of the Tenth Plan 

period. The Committee, therefore, reiterates that responsibility lies with DoT to 

enable BSNL to mobilise the required funds during the remaining 3 years of the 

Plan so that Government announcements are honoured. 

 
Upgradation of Technology 

(Paragraph No. 88) 
 
19. In its Forty-Sixth Report, the Committee had observed that WLL technology had 

not been a viable proposition in rural areas as it would take about 25 years to recover the 

capital cost and the technology would become obsolete within a period of five to seven 

years, as per calculation made by the Department. The Committee, therefore, 

recommended that intensive research should be carried out to upgrade the technology and 

make it cost effective so that WLL services are facilitated in rural areas. 

 
20. The Department, in its Action Taken Notes, has stated that as per the revised 

guidelines, BSNL is giving first preference to provide connections on WLL system in 

rural areas. 

 
21. The Committee is not satisfied with the reply because giving first preference 

to provide telephone connections on WLL system in rural areas is no solution to its 

viability or cost effectiveness. The Committee in its earlier Report had emphasised 

that in view of the possible obsolescence of the WLL technology in the coming five to 

seven years as well as the longer time taken to recover the capital cost, research 

should be undertaken to upgrade the technology. The Committee reiterates its 

earlier recommendation and hopes that the Department will take adequate 

measures to make the WLL system cost effective. The Committee also desires that 

while giving preference to WLL system in rural areas, the traditional land line 

infrastructure created at huge investment, should not remain unutilised as the latter 

system is cost effective. 



 
Non-performance of Private Operators 

(Paragraph Nos. 127 & 128)  
 

22. The Committee had noted in its earlier Report that against a commitment of 

97,806 VPTs by 30 September, 2000 in the states of Madhya Pradesh, Andhra Pradesh, 

Maharashtra, Gujarat and Punjab and by 4 March, 2001 in Rajasthan, the Private 

Operators had provided 8,545 VPTs only, till 28 February, 2003. As rural telephony is 

not a lucrative business, Private Operators preferred to pay liquidated damages instead of 

honouring their contractual obligations. The Department, on its part, went on extending 

the time limit repeatedly and persuading the Private Operators to fulfil their license 

agreement. The Committee was of the view that mere persuation would not yield the 

desired result unless and until some drastic measures, like cancellation of licence were 

taken against them. 

 
23. The Department, in its Action Taken Notes, has stated that Private Operators have 

been persuaded to provide VPTs as a result of which they have provided 10,648 VPTs 

including replacement of 831 VPTs as on 31 May, 2003. The Department has further 

stated that termination of the licence agreement would not have resulted in provision of 

VPTs and moreover it would have resulted in passing on the burden to BSNL. Therefore, 

stern measures of cancellation of licence has so far not been resorted to. 

 
24. The Committee is not satisfied with the reply of the Department. It is true 

that extreme measures like cancellation of licences would not automatically result in 

provision of VPTs, but it is also a fact that Department’s constant persuation over 

so many years has yielded negligible result as is evident from the fact that against an 

initial commitment of 97, 806 VPTs, the Private Operators, provided only 10,648 

VPTs till 31 May, 2003 which included replacement of 831 VPTs.  In fact, the 

Committee is of the firm view that deterrent action against defaulting operators 

appropriately taken will force them to shed complacency in this regard. The plea of 

passing on the burden to BSNL is not at all convincing since the presence of private 

operators in rural telephony in spite of persuation by the DoT, has remained 

negligible and BSNL had to expand its non-remunerative rural network.  In any 



event, if recourse is not taken, even in cases of gross and persisting breaches of the 

obligations, to cancel licenses, it is not understood why such a provision was 

incorporated in the license agreements. 

 
 

Delay in completion of C-DoT’s Campus Project 
(Paragraph No. 185) 

 
25. The Committee had in its earlier Report pointed out that there was avoidable 

delay in the construction of C-DoT’s Campus Project at Chhattarpur which was 

scheduled to be completed initially by December, 2001. This Committee’s 

recommendation to initiate a vigilance enquiry into the whole process of Campus project 

has not been carried out and rather a Departmental Committee was constituted to look 

into the matter. That Committee found glaring lapses like improper and ineffective 

coordination among various agencies, overlapping command structure, lack of delegation 

of power to C-DoT engineers and failure of the system. In view of such findings, the 

Committee again recommended that the matter should be referred to a vigilance agency, 

independent of DoT, to enquire and fix accountability. 

 
26. The Department, in its Action Taken Notes, has simply stated that ‘noted’. 

 
27. The Committee is unable to accept the vague and totally inadequate reply 

given by the Department. The Committee would like to know the specific action 

taken by the Department to refer the matter to an independent vigilance agency so 

that accountability is fixed for such costly lapses.  Any further delay or failure to do 

so will amount to condonation of wrongdoings, which will themselves all for an 

investigation. 
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