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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this 8th Report on Action Taken by' Government on the 
recommendations contained in the 20th Report of the Committee on 
Public Undertakings (Sixth Lok Sabha) on Structure ot Boards of 
M.anagement of Public Undertakings and other Allied Matters. 

2. The 20th Report at the Committee on Public Undertaldngs 
was presented to Lok Sabha on 23 March, 1979. Replies of 
Government to all the recommendations contained in the Report 
were received on ~ December, 1980. The replies of Government 
were considered by the Action Taken Sub-Commfttee of the Com-
mittee on Public Undertakings on 23 February, 1981. The Report • 
was finally adopted by the Committee on Public Undertakings OD 
26 February, 1981 

3. Analysis of the Action Taken by Government.. on the recom-
mendations contained in the 20th Report of the Committee is given 
in Appendix II. ! 

NEW DELHI; 
February 28 1981 
Phalguna 9, 1902(Sr-

BANSI LAL, 
Chai~ 

Committee on. Public Underte&kiftgl. 

(vii] 



· CHAPTER I 
REPORT 

The Report of the Committee deals with the Action Taken b, 
Government on the recommendations contained in the Twentieth 
Beport (Sixth Lok Sabha) of the Committee on Public Under-
takings on Structure of Boards of Management of Pu,blic Under· 
takings and Other Allied matters which was presented to Lok Sabha 
on ~d March, 1979. " 

2. Action Taken notes have been received from Government in 
respect of all the 14 recommendations contained in the Report w 

These have been categorised as follows:-

(i) RecommenciationB/observGtions th4t have Qeen accepted 
by Government 

Serial Nos. 3, 4,6, 7, 8, 9, 10, 11, 12, 13 and 14. 

(ii) Recommendattons/obserV4tiOns wh.ich. the Committee do 
not desire to pursue in view fYj Government's replies. 

Nil. 

(UiI) .Recomm.endatiom/ob8e7"VCltionB im. r,espect Of which 
Government's replies have not been ClCcepted by the Com.-
mittee. 

Serial No·5 
(iv) Recom.mendations/observCltions in f'eBpect of tv,kick fifl4t 

repUe6 of Government are still ClW4ited. 

Serial Nos. 1 and 2. 

3. The Committee will now deal with the action taken by Gov-
ernment on some of their recommendations. • 

A. Continuity of Top ApPointments.-Recommendation (S1. No. a,' 
pa.ra.gmphs 3.5 to 3m. 
4. The Committee had pointed out the need to ensure continuity· 

and stability of top appointments. The Committee further pointed 
out that the av.erage tenure of Chairman/Managing Direetor WII8 
le:sa than f;Wo y-.rain a Dumber Of C8Se8t besides vaeaDCies remain-
ing unftlled for considerable length of time, though the general 



policy of Government was to have a tenure ot 5 years in top posi-
tions of public enterprises. They observed that If men wex'ipro-
perly screened with reference to their quallficatlons, experience and 
aptitude for empanelment fOr appciiIbiment to top positions, pre-
mature termination of appointment would not be there. 

5. Tl)e Commlttee also observed that it would be.essentilll· to 
place a s\!cc~r in position six In(tnths :ahea~ 80 that he c~ eq1Jip 
1rlmself to • over the top position arid be ready with his o~ 
future' plans tor the eriterprise. . ' 

6. 'fheGovernment in their reply have stated that the proe~ure 
for selection of persons for top level posts in the pUblic enteTprises 
bas been streamlined by the Government since August,. 1974. A 
Public Enterprises Selection Board is constituted for a, speci~ed 
tenUre from time to time. As part of this procedu~ .~ close watch is 
kept OD the vacancy position and advance action is taken to finalise 
the selection. However, it is not alw .. ys possible to anticipate all 
likely vacancies in top level posts, particularly thOle which' arise 
due to resignation or premature termination of appointment or where 
the incumbent haS to be ttansferred to another job for administra-
tive reasons. 

7. The reply of the Govet'bmellt does not quite iDdieate the steps 
taken to see that the chief executives get a reasonable _ore. say. 
S yean, and vacancies, for whatever :reason, are not allowed to re-
main unfilled beyond a reasonable period. In thiseimneetion, the 
Committee ,WOQIdlike to refer to recent eriticillDS in and outBide 
Parliament about a number of board level posts in pubUe under-
takings remaining vacant for a long tbne. One would, ,t1.aereiore, 
be right in holding an impression that the proeedures for selection 
aad making appoiatmenM have aot yet been properly .atreamIbIed. 
The Govemment shoItW therefore, address themselves to·· this task 
forthwith and evolve a timetable for ftll~uptbe .posb spee4.Uy 
In order to ensure eontinuity and smooth changes in top JIlIUlJIge-
ment. lacidentaUy, the .~m1ttee IiVOldd db to ~a~ tJu.t it is 
essential to place a 8uecellO!i' .. in poPUpn 6 months aheedi 10 a...t Iae 
could equip himseH to take over the top position and be ready with 
his OWD future pI_ of iletion. • . 

B. $ize and C~positiO'n ot Board of Di1"ec~Ot"I.-Recom1.JWnda­
t.on (81. No., 5, pa~ph.4.6).·· '. 

:.8. The·.,Cotn.ml~ lWl ,pointed· out, that although ,the relevant 
Adw ,in -the cue d. ' .• tuloryeorporaUona and ·the ArdOIee Of Ago. 
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da-.,·. abe __ of GoVemmellt c:ompaDiee Jndicatf/l the ~ 
of·~ ~i ,thfR.e was a "lery-widegapbetweeu. the miDbau_ 
und maximum number of direc:tors laid do~_. Ftu1ber. the QOJIl .. 
position of the Board and. the nature of non-oftic:ial director. on the 
BOard did not· Seem to ha~e been indicated. in most ufthe ArtiCles 
of Association of the Go~ernment companies. The comimttee, 
therefore, sUggested that the Artlcl~ of As9t,lciaUon· should he 
suitably a1nerided without delay to pr6v1de for 4 closer ruie' tir 
mem.bership of the Board and to lay down requirements of th8 
members wherever necessary. As regards the latter the Committee 
commended the provisions in respect of .the IDBI. 

9. In reply, the Government have stated that -the matter was 
reviewed by Government in 1972 and it was declde,d that in a 
,mUlti-unit and multi-regional enterprise, the strength of the Board 
could be of the order of 12 to 15. In relatively smaller enterprises, 
the Board's strength could be 8 and 11. So far as qualiflcatiOns of 
the members of the Board are concerned, Gov~rnment have already 
accepted the recommendation made by the Administrative Reforms 
Commission that part-time members from outside the Government 
should be persons with proven ability in the fields of industrial, 
commercial, or flnancial enterprises in administration or in trade 
union organisations. However, it is diftlcult to lay down the 
qualiftcations in the Statutes or Articles of Association. It has 
been further added that the ~BI pattern is not quite relevant for 
constituting the Boards of :M.anagement of publi~ undertakings. .. 

10. The Cemmi.tee were 01 the view that in order Ilot to allow 
.. y arbitrariaesland wide fluctuatioDs from time to time ill the 
matter of appointmeDts to the boards of public undertakinp, a 
closer range .f membersbip should be laid dOW1l in the relevant 
statutes or Articles of Auociation. besides 8~ the interests 
to be represented. In a few cases notieedbytlieCommittee. the 
range of membership prescribed under the Articles of Association 
was from 2 to \5. Fur.thel', . .o;a~e in the cu.e .ot! ~d~~ .Deve-
lopment Bank of ' India, Ilenerall,. only the nUQlber of directors baa 
been . preseribecl .withollt showing ia detail tile .mtenst8th.t a given 
number' of clbectors should r",resent on tb.e bouds· III this eoa-
Dection, the ColDDllttee are unable ,to aRne with the GoverDlllmlt 
that, it Is cWIlealt tp lay down the qualif\eatiou ,in Ute .st.atutea or 
Articles of ~iatiO.D. They would. nitente .tluat ~~le. ---
meatl should be .~e. w~ver ~"to .. ~~.~ d .... 
ran.e of membet"lhip lpeeifYiDc brOally the v~ f(eIds .d 
lDterMts. to be repre.entel. 



.. 
C. NomiMtion. of Gove-mment of1icitJla to BOCIIJ"ds of DlNdCDtl_ 
R8c0mmmdations (SI .. Nos. 6, 7, 9, 10 emd U--Parc&grApha &1 to 
5.10, 6.3 to 6.5 cmd 7.10). 

11. In these paragraphs the Committee had dealt with th~ 
practice of loading the Boards with Government Directol'8, the 
nomination of one Government oftldal to too many Boards and the 
appointm'!l1t of Secreiaries to Government as members of the BoarcbI 
and of Secretaries or; other officers as part-time Chainnen as weD as 
Consequences thereof. 

• 

Government have in their reply stated as follows:-
"The observations of the Committee have been noted In 

this context, it may be submitted that the Government 
policy evolved on the basil' of the recommendations made 
by the Administrative Reforms Commission, inter-alw 
stipulate that not more than two Government represen· 
tatives would be appointed rin the Boards of Manage~ 

ment of Public Enterprises. Government had also taken 
a decision that no officer of the Ministry would be made, 
Chairman of the Public Enterprises nor would the 
Secretary of a Ministry be included into Boards of 
Management. The latter restriction was to operate only 
in respect '0'1 industrial and comme~ial undertaldngs 
The Dumber of directorships which could be held by a 
Government official were a1!'O nonnally ~ot to exceed 
two. The Government, however, did n('t agree with th~ 
ARC that the nominees of the Government on the BoardtI 
of Management of Public Enterprises should come fro·m 
other Ministries and a conscious decision was taken that 
representatives of the Government,. not below the rank 
of a Joint SecretarYfDirector, should be on the Boards 
by virtue of their oftice . 

• • • • 
''There baa, however, been some departures from the general 

policy whereby in some enterprises the number of Gov-
ernment nominees on the Boards of Management of 
Public Enterprises as well as the number of Directorship 
held, individually by Government no~ees exceeded the 
above mention4!d limits. In some cases, Government 
oftieers below the level of Joint Secretary/Director were 
also appointed on the Boards. of Dlreetors. 
A few Secretaries to the Government of India were aJac 
looJdng after. the attairs of the enterprtaee as. part-tim(l\ 



s 
Chairman or were nominated on their Boards due to t'be 
.peculiar circumstances of the enterprises. The pasiUon 
in respect of the latter has since undergone a ~ as 
per the detaUs given in the Annexure, (Appendix I) al-
though in some other companies, Secretaries have been 
appointed as part-time members of the Board." 

12. The Committee had inter-alia reeommea.deti that tile coa,.. 
liition of all the hoards should be reviewed with a view to alteri:lc 
it hi • manner ~t was produetive of results and cuttJ.q clown tile 
Il.-ber of olldal directors to the barest mlDimum in the Brht of 
their obeervatious. In. reply. 'the ,o'VerDmeDt have merely noW 
ta.e O....v.tAoD of the Committee and stated the general ... ,. 
without IDY dear eommJtmeat lor a review of the podtloD. The 

'Committee, therefore, are constrained to stress the Deed lor a 
review aDd restractlariD~ of the Boards In the Urbt of their sur-
.,estlODS without fartber delay. 

D. Representation of 1vorkers on the Boards.-Recommenc:lation 
(Serial No.8, paragraph 5.11). 

13. The Committee stressed the need to have a broadbased Board 
ut: Directors which should be composed of various interests. They 
had part.ieularly desired that the decision in regard.~ partic:lpaUon 
of workers' representative in the Board should. be taken early and 
.,\litable representation of workers on the Baazls ensured. 

14. In reply, Government have stated inter alia that a Committee 
tiC! workers' participation in Management and EqUity was appointed 
by the Government in 1977. The Committee submitted its 
-report in 1979 recommending adoption of the three-tier system of 
partiCipation viz., at the corporate level, plant level and shop-ftoor 
level and that the Labour Ministers' Conference which was held 
in New Delhi in July, 1980 generally endorsed the committee's re-
commendations on Workers' Participation. It has been added that 
the scheme of workers' participation at the shop and plant levels 
mtroduced by the Government in October, 1975 and January, 1977 
nas been by and large implemented in all public enterprises, but 
so 'far as partiCipation at corporate level is concerned, it has yet to 
ma..ke any headway. 

15. The Committee aad stres~ that a deOJsiOD in regard to the 
represeDtation of workers OIl the Boards of industrial enterpri.s 
should be taken early. They, however, note that the partleipatloa 
.of workers at the corporate level has yet to make aD)' ..... w.,.. 
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'lIae)r ...... ttl. ~t ..... Jd .... pndieId' IIhpe ...... 
nd!P,, __ tioI8 lIl·thiJ ...... of' tile eammlttee _ WOl'ken' 
~' trl,~t lID' Equity withOUt farther .... ., 
dIM. . 

E. Sittiftg Fee f01 paTt time fton.oofficial DWectors of the Board8.-

(~ Serial No. It, pcng1'ClpIJ 1'0.1) 

16. The Committee noticed that in certain public undertakingB., 
'the sitting fee for the Directon was as high as Bs. 200/25D, The 
Coinmittee desited that if anyguideJines had not been issued 'if,. 
regard to payment of sitting fees and o~her allowances to the part-
tUne non-oftlCiaI directors, theSe should be done forthwith a,nd th.£:: 
payment of the D.A. should not exceed Rs. 100/- in any case. 

17. In reply, Government have stated that the. present practiee-
is to allow the non-official Members on the Boards of Public Enter·' 
priaeB a sitting fee which ranges from Rs. 100/. to Rs. 1501- for each 
meeting of the Board of Directors, irl"-espective' of n~ber of daYll 
spent on such meetings. 

18. ... ComMittee desire that as already 5UftWted hy them, 
.-... IUide ... · ...... _ iIIlIued to die publle ............ 
....... the BPB for J:'eII'1Il8tmg the pa)"lll .. t of litUn ..... to tht 
1I000-olldal d"'-tA of the board .... faholy uniform .... 



CIIAPTBB D 
• 

RECOMMEND'A1'lONS THAT HA VB· BEEN ACCEPtED BY 
ooVlllNMENT 

.... ' ... dation (81. ~. S) 

. The Committee very much regret to note that ina democracy 
where legislature is an important organ of the State, their reeGm-
mendations have gone unheeded which will .be seea from the fol-
lowing facts: 

The Committee have time and again pointed out the imperative 
treed to erisare eettradty and stability of tep ~en" The 
general poHey of Govermnent is to have a tenure 01 5· yean in t&p 
poIJitions of pubUc enterpti8es. In aetual practice boWtM!!r' theft. 
'have been far too many ·eIumg'ea which are lDound. to affect the 
.orld:n.g of the ehterprlses. A text cheek by the Committee halt 
shown that the average tenure of Cbaii1nari/Managlng 'DireCtor is 
.leIr tbain. twt» )'88ft In a number of cases, besides tracaJici4!S remain-
. mg un1Uled for e6nsiderable length at time. Such a situatioll tan 
only be attributed to defective selection methods. 

II m4m ate pre})el"ly scn!t!ned with referen.ce to theirqualift.ca-
fion, experience arid aptitude lor empanelment for appointment to 
top positions, premature termination of appointments would not be 
there. Further by. DeW public en~rprile8 themselves should be in 
a position to throw up men to man such position. Such men with 
the potential to run an enterprise should be identified fairly early 
to assume the responsibility. It would also be essential to place a 
seccessor in position six months ahead so tnat he could equip him-
selt to take over the top position and be ready with his own future-
plans for the enterprise . . 

(Paragraph 3.5 to 3.7)' 

Reply of Gevemment 

The observations of the Committee 'are unexceptionable. In this 
context, it may, however, be mantioneclthat the. proeedure lot 
selection of persons for top level postS in the Public: Enterprlaes 

7 
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has been stream-lined by the Government tiinct: August, 1974. A 
Public Enterpr1ees Selection Board is ,constituted for a specift.ed. 
tenure from time to time. A$ part of this procedure a close watch 
is kept on the vacancy position and advance action is taken to 
:finalise the selections. It may, ho\t'ever, be mentioned that it is 
not a1':Vays ~'ble to anticipate all likely vacancies in top level 

" ·posts, particularly those which arise due to resignation of premature 
termination of appointment or where the incuplbent has to be trans· 
ferred to another job for administrative reasons. Government have, 
however, issued instructions that unless markedly better candidates 
are available from outSide, vacancies in the top posts will be ruled 
from within the enterprises. It has also been stipulated that P.E.S.B. 
wo\lld assist the public enterprises in adopting organisational struc· 
hU'es which makes such promotions posSible. 

It may be added that the P.E.S.B. is a high-powered body and 
.:omprises of persons of repute 'and experience. Wihlle screening 
the candidates for appointments to full-time top posts, the' Board 
takes into consideration the qualifications of the incumbents wtth 
reference to the, specific job requirements and their past record. 
Eligible persons in the Public Sector, Government Services and 
Private Sector, subject to satisfaction of the essential qualifications, 
experience and aptitude could be considered for appointment by 
t.he Board. f ,j 

I 

[Ministry of Finance, Bureau of Public Enterpri8eS, O.M. No. 3(2)/ 
79-BPE(GM-I), dated 26th December, 1980] 

Comments of the Committee 

Please see paragraph oj of Chapter L of the Report.· 

Recommendation (81. No.4) 

The Committee have indicated earlier that the Boards of Manage-
n'lenlt of Public Enterprises should include besides the Chief exe-
cutive, Functional Directors and part-time Government as well as 
non-official Directors. The minimum size of the Board would thus 
be somewhere around 7 and maximum would go upto 11 depending 
upon the nature of the enterprise. ' There should not be any arbi-
trariness in fixing the strength of tthe Board from time to time. 

(Paraaraphs 4~5) 
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Reply of Government 
The Administrative Reforms Commission in their Report (Oc-

tober 1007) on 'Public Sector Undertakings' recommended that the 
Board of Management of the Public Enterprises should consist of, 
besides of a full~time Chairman-cum-Management Director and one or 
two Functional Directors, Government representatives not exceeding 
two and part-time Members from outside the Government, not ex-
ceeding 2 or 3. The Commission, however, did not specify the size of 
the Board of Management of the Public Enterprises. The policy 
was, however, reviewed by the Government at the highest level in 
1972 and it was decided that in a multi-unit and multi-regional enter-
prise, the strength of the Board could be 0'£ the order of 12 to 15. In 
relatively smaller en.terprises, the Board's strength could be between 
8 and 11 including official and non· official part-time Directors, the 
number of the latter being one third of the total. The' Public Enter-
prises Selection Board also held the view in December 1977 that the 
Board should be compact and their number could go upto 15 in 
exceptional circumstances. The size of the· Board should not be related 
to the size of the Company, but rather to the type of the entCl15rtses, 
the nature of its activities and its current stage of growth. 

[Ministry of Finance, Bureau of Public Enterprises, O.M, No.3 
(2) /79-BPE (GM-I), dated 26th December 1980). 

RecommendatioDs (81. Nos. 6, 7., 9, 10 &; 11) 
Rec. No.6: The Committee note with concern that despite a deci-

sion taken by the Government that only in exceptional cases and for 
good reasons the number of official representatives on the Boards of 
Management may be allowed to eX'Ceed two, the tendency seems to 
be to load the Boards wit)1 officials without any rhyme or reasons. 
Out of 145 entef}:'~~~~,~.studied by the C,?m~.itt~el ill. 39 ~a~~s where 
t1ie--Str~nst.~~~L!~e Board ._r..a.P:~~~ ·from:.4 to }5:, ~he n~llnller of part-
time"'official Directors ranged from 4: to 12. This does not go well WIth 
t~r. ~Pf~~~t9P:~~·y~·'an~r· the- natur~ ~(·i~,e"'~~J.ym.is .9ftb.-e 
publIc enterprises. In fact, this proves' that the public undertakings 
eiijot·~i~~~(~~~~~~.!l'!Y..:: .' .' .'. '. ".- "'''..,. ..,........... .... .. 

--To quote a few glaring examples, the Water and Power Develop-
ment Consultancy Services India Ltd., Telecommunications Consul-
tancy India Ltd., Cotton Corporation of India, Hindustan Cables Ltd., 
and National Instruments Ltd. have only official Directors numbering 
4: to 12. These are almost wholly Central Government officials. Thus 
the Boards have been converted into mer~ J~ter~gepartl!}.~ntal COrR- ! 
miUeeS'ol'GOvemmeni an(rnothini~iSe~' The Committee dQ"nofflJidi, 
'sny-reason-wliy"'there-is"'Vfituiilly'n;;-' other 'rePreientation on thes~ 
Boards. .. "; i 
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An inherent' danger in gross over-representation of the officials 
on the .Board is, the number of enterprises being large, the same 
official of a Ministry is represented on a number of Boards making 
it impossible to have any worthwhile contribution. The Committee 
h<lve dealt wilth this question elsewhere in this Report. They wonder 
whether there wei any watch over this position centrally in Gov-
e:nment, say in the Bureau of Public E'nterprises. !~~y ~re of the 
v~,:~,~p.~t tQecomposit~on of all t,he Boards, spould be immedi~~lY 
~eviewed with a view to altering it in a manner that is productive of r'esulfs 'and cu,t~!ng .:9own the' number of official", Directors to ''tHe 
ba~esC·nliriimum. ' " ' '. ' "',<, 

Rec. NO.7: There is no need to nominate repre8entatives of all 
the Departments/Ministries connected with the activities of a parti-
cular enterprise to its Board. A minimum number of, say, two, 
officials should he able to represent the Government interest for real 
active participation. 

Rec. NO.9: It passes the comprehension of the Committee how 
whole-time Government officials could be appointed to a very large 
number of Boards of public enterprises which in some cases is as 
high as 10 to 12. For 'instance an integrated Financial Advisor of the 
Ministry of Industry is associated with 11 Boa'rds 'and Additional 
Secretary of the Ministry of Industry is associated with 12 BOf'lTds. 
Such officers would not obviously be in a position to do justice to their 
work dther in Government or in the Boards of the enterprises. 

The policy of the Government peculiarly enough seems to be to 
necessarily have the official dealing with the particular enterprise and 
i1 finance representative on the Board of that enterprise. Although it 
mav be that the officer de;'lling with an enterprise can have a first-
hand knowledge of that enterprise when nominated to the Board of 
that enterprise, there cannot be an objective scrutiny by him in the 
Ministry of the decision of the Board to which he hal; been a party nor 
can there be an independent appraisal of the "orkin~ of the enter-
prise in the Ministry. Further with every change in the dealing office 
there will be a change in the Directorship. The policy therefore 
needs D,chnnge. The C()mmittee strongly feel that Government 
representatives should he selected on the basis of their ability and 
experience and not by virtue of the office that they hold in a parti-
cular Ministry. In this connection attention is drawn to paragraph 
150(2) (iii) of the 2nd Report of CPU (Sixth L. S.). presented to Lok 
Sabh'a on 11-4-1978, mentioning a case wherein admittealy official 
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part-time Director has no expedence of being on the Board and had 
merely· become a party to decisions taken by the Board. In any case 
if the policy of having the dealing officer on the Board results in an 
absurd situation of his having to be nominated to a large number of 
Board the practice must end immediately. 

Rcc. No. 10: There ought to be rigid restrictions on the n'umber of 
directorships of the officials if their participation. in the management 
of public sectOr e~terprises is not to be reduced to a farce or a mere 
formality. The Committee 'would strongly urge that as a matter of 
policy, which should be strictly adhered to, no particular officer of 
any Ministry or Department should be appOinted to serve as part-
~Ime director on more than two public enterprises. 

Re'C. No .. 11: As clearly as 1961 G-overnment had decided that no 
Secretary of Ministry/Department should be a Member of any Board 
of Public Enterprises. The Committee have also been consistently 
holding the view that no officer of the Ministry should be made the 
Chairmall and no Secretary to Govel'nment should be appointed to 
the Board as a Director. Tht~y have given cogent reasons why this, 
should not be done from the point of view of ensuring real autonomy 
of the public enterprise as well as objective appraisal of the working 
()f these enterprises by the Ministries. The Administrative Reforms 
Commission has also recommended in its Report (1967) that no 
officer of the Ministry ~hould be made a Chairman nor the Secretary 
of the Ministry be included in the Board of Management. In spite 
of all tflis the Committee find that in as many a~ 10 enterprises various 
officials of the Ministries, mostly Secretaries. have been appointed as 
Chairman and in 5 enterprises Secretaries have been homfnated as 
Directors. The Committee are unRble to find any reason why this 
practice should continue violiitin~~ the policy of the Government. The 
Committee therefore. require that this practice should end forthwith. 
For healthy function inA' of the Public Se~tor Enterprises and objec-
tive appraisal by the Aciministrative Ministry concerned itshourd be 
ensured that no offici£ll whosoever of that Mini:;try should be A partly 
to a decision taken by the Boards of the Public Enterprises. In other 
words. the official representation in the Board should come 8S 'far as 
possible from some other Ministry nut being the controlling Ministry. 
The present incumbents should vacate their positions immediately 
al'd other suitable persons as recommended earlier should he found 
and in future there should be no such appointment to the Board of 
Managt!ments of Public Enterprises, which is not sound in principle. 

(Paragraphs 5.7 to 5.9, 5.10. 6.3 to 6.4 &: to 6.5) 
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Reply of Government 

The observations of the Committee have been noted. In this con-
text, it may be submitted that the Government policy evolved on the 
basis of the recommendations made by the Administrative Reforms 
Commission, inter alia stipulate that not more than two Government 
representatives would be appointed on the Boards of Management 
of Public Enterprises. Government had also taken a decision that no 
Officer of the Ministry would be made Chairman of the Public Enter-
prise nor would the Secretary of a Ministry be included into Boards 
of Management. The latter restriction was to operate only in respect 
of industrial and commercial undertakings. The number of director-
ship which could be held by a Government official were also normally 
not to exceed two. The Government however, did not agree with 
the ARC that the nominees of the Government on the Boa;o;-ds of 
Management of Public Enterprises should come from other 
Ministries and a conscious decision was taken that representatives of 
the Government, not below the rank of a Joint Secretary/Director, 
should be on the Boards by virtue of their office. 

2. AppOintments of Directors including Government Directors on 
the Boards of Enterprises is made in accordance with a well establish-
ed procedure. with the apprpval of the highest authority. There is 
enough safeguard in the eXisting Rystem to ensure that the Govern-
ment, Directors appointed on the Boards of Management are those 
who can discharge their responsibility satisfactorily, at the same 
time taking care of the interests of the Government. It i, to be 
noted that Government Directors besides providing direction and 
superintendence to the company as members of the Board also 
provide a link between the Government and the enterprise. In the 
perfonnance of this link role, they are expected to contribute towards 
harmonisation in the area of general policy formulation, overall per-
formance evaluation and improvement, investment appraisal. finan-
cial management and industrial relations. However, as members of 
the Board, they have to be a party to the decisions taken by the 
Boards of the enterprises. 

3 .. There have been some departures from the general policy, 
depending upon the circumstances of each case, where by the 
number of Government nominees on the Boards of Management ,of 
Public Enterprises as well as the number of Directorship held indi. 
vidually bV Government nominees exceeded the above menti(med 
limits. In . some cases, Government officers below the level of Joint 
Secretary /Director were also appointed on the Boards of Directors. 
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A few Secretaries to the Government of India were also looking 
after the affairs of the enterprises as part-time Chairmen or were 
nominated on their Boards due to the peculiar circumstances of the 
enterprises. The position in respect of the latter has since undergone 
a change as per the details given in the Annexure (Appendix I) 
although in some other companies, Secretaries have been appointed 
as part-time memben of the Board. 

[Mi'histry of Finance, Bureau of Public Enterprises, O.M. No. 3 
(2) /79-BPE (GM-l), dated 26-12-1980] 

Comments of the Committee 

Please see paragraph ] 2 of Chapter I of the Report. 

Recommendation (SI. No.8) 

The Committee have been stressing the need to have a broad 
ba!'ed Board of Directors which should be composed of various 
interests (barring from private sector) and experience both in 
Government and in legio.illatutes and of men of public standing, aca-
demicians journalists, economists, sociologists professionals etc. They 
have particularly ~esired that the participation of workers' re.presen-
tatives in the Board should be ensured with ';a view to promote iridus-
tri1:ll haJ,"mony and maximi'se production. It should be remembered 
thin the public sector enterprises employ nearly 2 million persons and 
that labourIs"-ail important factor of production. There should be 
always an emphasis "on labour-orie~ted technology 'and creating con-
ditions" in which the workers could give their~t. The Committee 
notice"thaf lhe question of representation of workers on the. Boards 
of Industrial Enterprises was being pursued by the Department of 
Labour and Employment. They would insist that a decision in this 
regard should be take!l early and suitable representation of workers 
on the Boards ensured. 

(Paragraph 5.11) 

Reply of Government 

On the basis of the recommendations made by the Administrative 
Reforms Commission in their Report (October 1967) on 'Public Sector 
Undertakings', the Government h'ad taken a decision as early as 
1968·69 that there is no objection in prinCiple to a representative of 
the workers beini included on the Board. However, he shOUld be 
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one actually working in the undertaking. To begin with such re-
presentation of workers was to be tried in the case of industrial units 
only and not in the case of financial and commercial undertakings. 

2. To begin with,'8 few selected Public Enterprises, such as 
National Instruments Ltd., HindutStan Antibiotics Ltd., Hindustan 
Organic Chemicals Ltd., inducted representatives of workers as 
Directors on their Boards on an experimental basis. Subsequently, 
in all these enterprises, the scheme was discontinued. From time to 
time, a few other public enterprises also put on their Boards a worker-
Director. In these enterprises also for one reason or the other the 
scheme ~ould not be continued. As such headway (.'ould not be made 
~n this direction, a Committee on workers participation in Manage-
ment and Equi'ty was appointed by the Government in 1977. The 
Committee submitted its Report in 1979 recommending adoption of 
the three-tier system of partiCipation viz., at the corporate; level, 
Plant level and Shop-floor level. The I.;abour Ministers' Conference 
which was held in New Delhi' in .July 1980 generally endorsed the 
Committee's recommendations on Workers Participation. The Con-
ference also suggested for giving legislative support to the scheme of 
workers participation. The need for making adequate arrangements 
for educati'ng the workers so as to equip them to play their p'art in 
the pal"ticipative forums was also considered essential. The Con-
fe&ence" also endONed that the selection of workers representatives 
should be through secret ballot. It may also be added that the 
scheme of workers participation at the shop 'and plant levels intro-
duced by the Government in October 1975 and January, 1977 has been 
by and large implemented in aU public enterprises. So far as parti-
cipation at corporate level is concerned, it has yet to make any he'ad-
way. 

[Ministry Of Finance, Bureau of Public Enterprises, 
U.O. No. 3 (2) /79-BPE (GM-\), dated 26-12-1980.] 

Comments of the Committee 

Please see paragraph 15 of Chapter I of the Report. 

Recommendation (81. No. 12) 

In their earlier Report (12th Report) (4th Lok Sabha) presented 
to Parliament on 19-4-1968 and 40th Report (5th Lok Sabha) present· 
ed to Parliament on 5-9-1973 the Committee have amply cautioned 
Government against associati~g with public enterprises non-oftloals 
('onnected with a large number of private companies, espectlilly 
competftive concerns. The AdminitJtrative Reforms Commission has 
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also pointed out that the non·oftl.cral members of the Boards of Pub~ 
Enterprises should have faith in public sector and should not have 
such business or other i!lterests as may affect their objectivity in 
their discharge of .duties on the Boards. In practice, the Committee 
is 1110st distressed to note that Government have chosen to select 
people who are champions of private ownership and enterprises who 
develop vested interests. This set of people could possibly never 
have genuine faith and interest in the public sector enterprises and 
therefore should be debarred from becoming members of Boards of 
Directors. 

A selective check by the Committee of the association Of non· 
official Chairman/Directors with private concerns has revealed that 
in some cases the members a.re so· much directly pre.accupied with 
a number of private concerns wh;ch is as high as 38 in one case. For 
instance, 3 Directors of the Bharat Leather Corporation are connect-
ed with 69 private concerns between them. It is one of the major 
reasons why the Corporation is facing ruination today. In the case 
of Rehabilitation Industries Corporation Ltd. the Chairman is sur .. 
prisingly connected with as many as 34 private concerns. 

The Committee would like to know whether a thorough enqUiry 
was made to verify the personal integrity of non-officials who are 
appointed as Directors in Public sector undertaking.3.. Such enquiries 
ought to have been .made from Enforcement Directorate, Central 
Board of Director taxes and Central Board of Excise and Customs 
and similar other departments and organisations for verifying their 
antecedents particularly to find out whether they are involved in any 
economic offences. In the case of appointment of even subordinate 
Government employees intensive enqUiries are made by the Police 
but in these cases of appointments of Directors Of public sector under-
taki'ngs, who are to aetas trustees, the Committee have reasons to 
apprehend that no verification is made at the time of appointment. 
It seems to have been bnly on the boois of the strength of the inter-
ested lobby. . 

While it is a certainty that the non-official businessmen derive 
immense benefit through their associ'ation with the public enter .. 
prises, the Committee apprehend that their presence affect the 
proper functioning of the enterprises. The Committee, therefore, 
require that no person from private /Sector should be selected for 
Directorship. 

(Paragraphs 8.7 to 8.10) . 
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Reply of Government 

In this context it may be mentioned that as early as 1968-69 Gov-
ernment, on the basis of recommendations ihade by the Administra-
tive Refo,rms Commission in their Report (October, 1967) on Public 
Undertakings, had taken a decision th'at part-time Members from 
oU't!:;ide Government would be nominated on the Boards of Manage-
ment of Public Enterprises on the basis of their proven ability in 
the field of industrial, commercial or financial enterprises or in ad-
ministration or in trade union organiS'ations, The Government also 
decided in October, 1972, that the services of those drawn from the 
private sector who have volunteered for full-time appointment in 
Public Enterprises and considered fit and empanelled to hold such 
top level posts in public enterprise's would be advantageously utilised 
for making appointment on part-time basis. Even under the present 
dispenS'ation appointment of part-time non-official Directors are.made 
after obtaining the approval of the highest authority in the Govern-
ment. Before finalising its propo'.ials, the Ministry concerned, con-
sults the Chairman of the public enterprises and gives due weiget to 
his opinion. The Ministry could also seek the advice of the P.E.S.B. 
Administrative Ministries are being advised of the observatioIl& of 
the Committee in this regard. 

[Ministry of Finanee, Bureau of Public Enterprises 
O.M. No.3 (2) /79-BPE (GM-I) dated 26th December, 1960] 

Recommendation (81. No. 13) 

The unsoundness of the practice followed by the Government in 
regard to the composition of the Boards Of Management and selec-
tion of the Members of the Board could be seen from even a small 
thing like attendance at the Board meetings. The attendance 'at the 
meetings of the Board of an enterprise is a~ index of the interest 
evinced by their members in the affairs of that enterprise. In the 
past the Committee have repeatedly called attention Of the Govern-
ment to the thin attendance ~t the meetings of various Boards and 
urged that those who have not shown interest should be weeded out. 
From the record of proceedings of the Boards of Management of a 
few enterprises available with the' Committee, it is seen that the 
attendance was not even 50 per cent of the strength of the Boards on 
many occasions. This disturbing situation C'an only be attributed to 
the appointment of those persons as part-time Directors who are 
otherwise busy or who clearly lack interest in the affairs of the enter-
prjse concerned. What is more dIsturbing is the extent of non-
participation by the Government Directors themselves. For instance 
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in the Central Fisheries Corporation over a period of a ye'ar and 4: 
months no Government Djrectors attended the meetings of the Board 
on 6 occasiOns. The Committee have no doubt in their mind that 
unless the Board of an enterprise is a homogenous and dedicated 
team answerable to people periodically it cannot succeed which is 
evident from the fact that the performance Of the public sector 
undertakings had hardly been good and had lately recorded sharp 
deterioration. 

(Paragraph 9.7) 

Reply of Government 

The desirability of regular attendance by the Board members in 
the meetings of the Board of Directors of public enterprises, which 
should be attended by adequate number of Directors appointed by 
the Government, is fully recognised. In view of this, the Government 
would agree with the above recommendation. Administrative Minis-
tries/Departments are being advised accordingly. 

[Ministry of Finance; Bureau of Public Enterprises O.M. No. 3 
(2) /79-BPE (GM-I), dated 26th December, 1980). 

Recommendation (Sl. No. 14) 

The Committee are unable to find any justification why plrticu-
larly in the case of Bolani Ores Ltd., Manganese Ore India Ltd, and 
Mysore Porceleins Ltd. the sitting fee for the Dir:ector should be so 
high as Rs. 200/250. The Committee wonder whether any guidelins 
have been issued in regard to payment of sitting fees and other 
allowances to the prart-time non-official Directors.. If these have 
not been issued, it should be done forthwith and the payment of the 
D.A. should not exceed Rs. 100/- in any case. 

(Paragraph 10.2) 

Reply of Government 

The present practice ios to allow the non-official Members on the 
Boards Of public enterprises a sitting fee which ranges from Rs. 100/-
to Rs. 150/- for each meeting of the Board of Directors, irrespective 
of number of days spent on such meetings. In rare cases, sitting 
fees a1'e also payable for attendfng meetings of the Committees of 
the Board .. It may incidently be mentioned that as at present there 
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is no non-official director on the Board of Bolani Ores Ltd. or Man-
gance Ore India Ltd. Mysore Porceleins Ltd. have since merged into 
Bharat Heavy Electricals Umited. 

[Ministry of Finance, Bureau of Public Enterprises 
O.M. No.3 (2) /79-BPE (GM-I) dated 26th December, 1980] 

Comments of the Committee 

Please see paragraph 18 of Chapter I of the Report. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'! 

REPLI&9 

NIL 
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CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation (SI. No.5) 

Although the relevant Acts in the case of Statutory Corporations 
and the Articles of Association in the cases of Government Companies 
indicate the strength of the Bo'ard, the Committee have noticed that 
there fs a very wide gap between the minimum and the maximum 
laid down. Further the composition of the Board and ability of non-
official Directors on the Board do not seem to have been indicated 
almost in all the Articles of Associations Of the Government Com-
panies. The Committee suggest that the Arti'cleos of Association should 
be suitably amended without delay to provide fora closer range of 
membership of the Board and to lay down requirements of the 
members wherever necessary. They would commend the proviSions 
in respect of the Industrial Development Bank of India for adoption 
with such modification as is necessary in other cases. In defining the 
compoSition of the Board, the need to have adequate representation 
of the Members of Parliament as stressed earlier in this Report, should 
hE: taken into account. (Paragraph 4.6), 

Reply of Government 

The Administrative Ref'Orms Commission,in their Report (October 
1967) on 'Public Sector Undertakings' recommended that the Board 
of Management of the Public Enterpl":ses should consist of, besides 

• of a full-time Chairman-cum-Managing Director and one or two 
FUnctiOn'a} Directors, Government repr~sentatives ,not exceeding two 
and part-time Members from outside the GQvernment, not exceed-
ing 2 or 3. The Commission, however, did not ~specify the size of the 
Board of Management Of the Public Enterprises. The policy was, 
however, reviewed by the Government at the highest level in 1972 
and it was decIded that in a multi-unit ana multi-regional enter-
prise, the strength of the Board could be of the order of 12 to 15. 
In. relatively smaller enterprises, the ·Board's strength could be 
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between 8 and 11 including official 'and non-ofticial part-time 
Directors, the number of the latter being one th:rd of the total. The 
Public Entl.>rprises Selection Board also held the view in December 
]977 that the Board should be compact and their number could go 
upto 15 in exceptional circumstances. The size of the Board should 
not he related to the size of the Company, but rather to the type of 
the enterprises, the nature of its activities and its current stage of 
growth. 

It '.' 

2, So far as qualificatiohs of the Members of the Board are con-
cerned,- -Government have· already accepted· the recommendations 
made by the Administrative Reforms Commission that part-time 
Members from outside the Government should _ be persons with 
proven ability in the fields Of industri-al, commercial, or financi'al 
enterprises, in administration or in trade union Qrganisations. How-
ever, it is difficult to lay down the qualifications in the Statutes or 
Articles of Association, The arrangement has worked qUite satis-
factorily. 

3. The example of the IDBI cited by the Committee for adoption 
by the public enterprises is not quite apt. According to the IDBI 
Act 1964, ~s amended from time to ti'me, the Chairman and a Manag-
ing Director is appointed by the Central Government and a Deputy 
Governor of the Reserve Bank is nominated by the Reserve Bank 
of India. Not more than 20 Directors are nominated by the Central 
Government of whom-

(i) two Directors would be the officers of the Central Gov-
ernment; 

(ii) not more than five Directors shall be from financi'al in-
stitutions; 

(iii) two Directors shall be from the employees of the IDBI and 
the financial institutions--one workman and other officer; 

(iv) not more than six Dfrectors from State Bank, Nationalised 
Banks and State Financial Corporation; and 

(v) not less than five Directoi-s shall be persons who have 
special knowledge of and professional experience in 
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Science, Technology, Economics, Industry, Industrtal Co-
operatives, Law, Industrial Finance, Investment, Accoun-
tancy, Marketing, or any other matter, the special know-
ledge of and professional experience which would be in 
the opinion of the Central Government be useful to the 
IDBI. 

The IDBI pattern, therefore, is thus not quite relevant for consti-
tuting the Boards of Management of Public Enterprises. 

[Ministry of Finance, Bureau of Public Enterprises, O.M. No. 3 
(2) /79-BPE(GM-I), dated 26th December, 1980]. 

Comments of the Committee 
Please see paragraph 10 of Chapter I of the Report. 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL A WAITED 

Recommendation (81. No.1) 

The success of public sector depends largely on their Boards of 
Management and how they function. A time has come to review the 
structure, the size and the composition of the Board of Management 
with a view to see how far these are conducive to achieving the re-
sul~s expected. The Boards of Management of public enterprises 
Me at present hardly policy-making bodies. Major Policies and 
crucial decisions are made by the Government which are to be imple-
mented by the Boards. The Boards 0'£ Management of public enter-
prises do not have much or final say in drawing up the policies. The 
Boards have, therefore, to be necessarily of a mixed character, partly 
policy formulating hut largely functional. This has been well 
recognised by the Study Team of the Administrative Reforms Com-
mission which ('xamined the public sector undertakings. The Com-
mission had recommended that a Board should consist of a full-time 
Chairman~cum-lVfanaging Director, a few full~time functional Direc-
tors, not more than two Government representatives and two or 
three part-time Members from outside the Government. 

The information obtained by the Committee from 179 public 
enterprises reveals that in a majority of cases there are no functional 
Directors at all. Further, in 14 cases where there is a full time 
Chairman there is no Managing Director and in ten cases where 
there is a part-time Chairman there is no Managing Director. In a 
few cases both the Chairman and the Managing Director are part-
time appointees. All this shows that the structure of the Board as is 
obtaining today is not at all what it ought to be. The Committee 
have discussed the size and the composition of the Board in the suc-
ceeding sections of this Report. 

• The Committee kad occasioll to go into the top appointments i. 
the context of their examination of the Central Inland Water Trans-
port Corporation. In their 9th Report (6th Lok Sabha presented to 
Lok Sabha all 26th April, 1978), they ha~ recommended that the 
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necessity of having a part-time Chairman and full-time Managing 
Director should be examined. Strongly enough even in the context 
of the miserably deteriorating performance of the public sector 
undertakings the Government have not considered it necessary to 
have this arrangement as a rule. The Committee find that in as 
many as 83 public undertakings there is a Chairman-cum-Managing 
Director. In the context ofimperative need to have a mixed type of 
Board it is absolutely necessary to have a separate Managing Direc-
tor in addition to a part-time Chairman. 

(Paragraph 2.4 to 2.6) 

Reply of Government 

The structure, the size and composition of the Board of Manage-
ment of the public enterprises has been reviewed by the Govern-

. ment from fime to time. The Administrative Reforms Commission 
in their Report (October 1967) on 'Public Sector Undertaktngs' had 
recommended that the Board should consist of a- . 

(a) full-time Chairman-cum-Managing Director; and 

(b) full-time Functional Directors. Their number depending 
on the needs of the case. 

2. In p!lrsuance of the said recommendation, the Government had 
decided that as a normal rule, there sp.ould be full-time Chairman-
cum-Managing Director. However, there might be exceptions where 
the Chairman might be only a part-time one. In such cases, there 
should be full-time Managing Director. It was also decided by the 
Government that even where the Chairman is part-time, he should 
take on the full responsibility and should be invested with the full 
authority .. There should, however, be no diffusion of authority bet-
ween the Chairman and the Managing Director. In respect of the 
full-time Functional Directors the Govt. had decided that in larger 
units full-time Functional Directors may be appointed, who will be 
Executive Heads of their departments. The pattern of working 
could be somewhat on the lines of the Railway Board. The Govern-
ment at the same time recognised that more there was need for 
decentralisation of powers not only between Government and the 
Board of Directors but within the undertaking itself .. 

3. The policy was again reviewed in 1976-77 and 1978. It was· 
noted that unlike the foreign countries where it is the practice to 
have a two-tier system of. a part-time Board, which is concerned with 
giving policy directions and evaluating the performance of the Exe-
cutive and a Executive Board, which is incharge of implementation, 
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the Boards of public enterprises, in the Indian context, have policy-
cum-executive responsibility. A good deal of the responsibility for 
the policy formulation and direction, the evaluation of performance 
etc. vest with the Government, i.e., the administrative Ministry, 
the Finance Ministry and the Planning Commission. The Govern-
ment has also the responsibility to evaluate the personal performance 
and contribution of the Chief Executive. The Government have 
adequate powers to check any abuse of authority on the part of the 
Chief Executive, whether he is Chairman-cum-Managing Director or 
Managing Director. 

4. In this context it was considered that the institution of a pa~ 
time Chairman could lead to a diffusion of responsibility and 
accountability undermining managerial efficiency and effectiveness. 
Personality conflicts between part-time Chairman and the Chief 
Executive may also develop to the detriment or the company's func-
tioning. The part-time Chairman could al~o intervene in day-to-day 
activiUes often posing a problem for the Chief Executive. The 
dividing line between day-to-day activities and policy matter is 
often very thin. It is a well laid down principle of Management 
that accountability has to be accompanied by necessary authority. 
The institution of a part-time Chairman may undermine tliis prin-
ciple. It is also admitted: that much depends on the individuals 
concerned ond also upon the extent of interest which other Direc-
tors take. It is also recognised that there may be cirCUInStances 
where it would be preferable to sepa'-':.at.e the office of the Chair-
man and the Managing Director. However, having regard to 
various other considerations. the Committee's recommendation in 
favour of adopting the pattern of having R part-time Chainnan and 
a full-time Managing Director as a rule, is being examined again. 

5. As regards Function~l Directors, Government policy is that 
for large multi-unit enterprh;es and lll'l"ge trading org&nisation9. 
the Chief Executive could bf> assisted bv at least two Functional 
Directors, one of whom would be inch~rge of Finance, and other 
part-time Directors. In the case of smaller enterpri"Cs, Chief Exe· 
cutive could be assi!-lted by one, and possibly even two geniO'l' offi-
cers of the undertaking as Functional Diredors to~ether with some 
part-time Directors, one of the Functional Dir~tors could, if neces-
sary, be dp.si~ated as Executive Director or Director Coordination. 
However, it may be mentioned that the performance of public 
enterprises is periodically reviewed by the Government. The Gov-
ernment' also makes an assessment about the nece!:sity of appointing 
Full-time Functional Directors on the Boards of Management of the 
enterprises on periodical basis. The size of ~he operations of an 
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enterprise, the capital investment, the trade in which the enterprise 
is engag~(f arid th~ period for which 'the 'enterprises have 'been in 
operation are, someW thefacto~ which' are taken into considera-
tion by the ~Gover'nm¥t' for' 'takiDg a 'decision about the need to 
appoint FUnctionaU DireCtors on the Boards 'of their Management. 

[Mini;try of Finance, Burea~ of PubliC "EnterpriseS'; O.M.No. 3 
(2) j79-BPE (aM-I), 'd~ted 26th December, 1980]. 

Recommendation (S(' No. 2) 

The post of Chairman Should not be an office of profit and an 
elected representative of the people i.e. a Member of Parliament 
could 'be' made the Chairman. ' The Board of Management should 
consiSt of" about one-third of Members taken' from amongst Mem-
bers of Parliameni, one Member not being' associated' With more 
1Ihan'two Boards at a time. The tenure of Members of Parliament 
on the Boa!'d 'should be three' years: In this connection, the Coin~ 
mittee '~sh to point out that in' gOverning 'bOdies of autonomouS 
institui{ons'such 'as 'Tea Board,' TobaccoBoard~ etc., the Members of 
Parliam.ent 'are represen.ted. The reason' behind this is that an elected ' 
representatIve is' answerlible to the' Pe<ii>le With regard 'to success and 
failure ill the sphere in which he is' called upon to take up respon-
sibility: However, it is to be noted 'that in today's context a Mem-
ber of' Parliament" has hatdly'been given' any asSignment through ' 
which' he can' give'an account of himself. Lt will be wholly un-
desirable' to nominate to' the Board superannuated and aged 'persons 
and perSons who are, 'not acqu;nted with the requirements of an 
industry or trade or economic operation' relevant to the activities 
or a' 'partiC'i.ilar"publk sectoi' undertaking. The Committee' have 
noted with great'disappolntment that some of Directors draWn from 
inside Government have acted more as a mere 'Ditto Men' and have 
Ihardly taken pains to e~amine and und~rstand things in depth far 
successful working of the public undertakings. ,There are instances 
wh~e a parUculllr official' has ,been: made Direct~r of a, number ~Qf 
pub1i~ 'undertakings, and besides his ~outine job, due to ~aucity of, 
time andh~mp.n liplitations he i~, ~ven if williIlg unable ,to, applr " 
his minda'CJ,d/c:n: to act to the best of his ability. The Committee 
are very fir~ly of the opinion 'after 'seeing 'the results ,of" d,~ades ' ' 
of trial .that the time has come ~hen peoples'~lected re,Presen'tatives 
should have greater involvement in productive work in a demo-
cracy such as ours., 

(Pa'l'agraph 2- '1) 
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Reply of Government 

The question as to whether Members of Parliament or State 
r Legislators could be appointed on the Boards of Management of 

·Public Enterprises or not was examinE1d .by the Krishnan Menon 
Committee in their Report on 'State 'Undeitakings'. The issue was 
also re-examined"' by the Gove'rnmetttat' the highest 'level in 1972, 

, 1976-77 and. "1978. It was decided that the policy tc:> exclude the 
sitting ~~n of ParlWnent 'from the Board of DirectOrs' of the 

• Public, ~~~~prises' does' not ,call for any change:' ThiS ,", det:iMdfi 
was baSed on the understanding that the appointment of represen-: 
tatives of people on the Boards of Public Enterprises would lead 
them to compromise their' responSibility to Parliament' anti' 'Li!gm.;' 
lature in l'egardto evaluation of performance of these organisatiQDlf., , 
The parallel' drawn by the CPU about the appointments 'of' M.Ps. 
on the go\rcmrlng"bOdies of autonomous institutions like Tea Board, 
Coffee Board,' etC. does not seem' quite apt in the case of Public 
Enterprise'S. -- However, having regard to various other considera-
tions, the Committee's recommendation that ,the M.Ps. sh,ould be 
involved in the public undertlikings as part-time Chairman or as 
part-tin\e Dire-ctors,is being examined again. 

2. The full-time Members of the Board are appointed by the 
.,Government for a-' specified tenute i.e. 5 years or till the date of 

superannuation 'whichever is earlier. Extension of the tenur~ 
beyond superannuation of the incumbents of the top posts is allow-
ed only in exceptional' cases, depending upon the circumstances of 
each case. In regard to the appointment as part-time non-official 
DifectOrs, :ihere is' no age of superannuation and in such cases the 
maturity and experience of the persons of suitable 'calihre" and. 
expertise are kept in view in selecting them. However, here too 
the appointment is 'for a limIted 'period and part-time Memberi" ;otl 
the Board are not entit1~d to honoraria or remuneration other 
than the normal sitting fees, 

3. The criteria- for nominating Government officers on the BoBrds 
of Manilgement of Public Enterprises as also their role at the deli.! 
beratlons of the meetings of the Board of Management has been 
covered in the Government reply to recommendations Nos. 6, 7, 9,10 
and 11. 

[Ministry 'of Finance, Bureau of Public Enterprises, O.M. No. 3 
(2) /79-BPE (GM-I), dated 26th December, 1980]. 

NEW DELHI; 
February 28, 1981 
Phalguna 9, 1902 (Saka). 

BANSILAL, 
Chainnan, 

Committee on Public Undertaki"l1" 



APPENDIX-I 
(Vill, ~,. II, P." 5 oJ Ch¥'" I GIld Pili' '4, c."", It) 

STATEMENT SHOWING THE LATEST POSITION IN RESPECT OF 15 EN-
TERPRISES IN REGARD TO THE APPOINMENT OF GOVERNMENT 
SBCRETARIES-oN THEIR BOARD OF DIREaroRS (Yid, Pap II of I) 

I. Electronic Corporation of India 

II. Central WarebOWliDg Corporation . 

3. Ad, a H '" ~icobar Islandl Fllrests lit 
PI"'lt'\tion D~v. C.,rpn. Ltd. 

4. DredgiDg Corpn. of India. 

Part-time Chairman, retired Govt. Officer 
has been appointed. 

Post is lying vacant. 

The Chief Oommillioner Andaman lit 
Nicobar Islands is the ex-ofTielo Chair-
man or the CorpD. He i. not of the 
rank or the Secretary to tile G()vt. 0 f 
India. There ii, however, a full-time 
Managing Director to look after the day-
to-day work or the Corporation. 

Post of the part-time Chairman i'. lying 
vacant. 

5. El!::n'lict Trai~ lit Technology Develo- A full-time CM» hal been appointed. 
pment CorpD. Ltd. 

6. Housing Ie Urban Dev. Corpn. 

7. In -{ian R.ilway Constn. Co. 

8. Indian Rare Earths Ltd .• 

). C;. ,t~ F,r:n; a)r.)l~"til)'l } 
10. National Seeds Corporation 

II. A.R.D.C. 
III. I.D.R.I. } 

13. Rail In iia Technical'" Economic Servi-
ces (I) Ltd. 

14. S.A.I.L. 

15. Trade Fair Authority 
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A full-time CMU has taken over. 

A retired Govt. officer has been appointed 
as part-time Chairman. 

Full-time Chairman~IIIII-Managing Di-
rector has taken over. 

A full-time Chairman to look after the 
affairs of the two CorporatiollJ has 
beenappointed. 

An officer of the RBI is nomiJulted on the 
Boards of Manllgement of these 
enterprises. 

Retired omelal has been appointed as part 
time Chairman. 

Full-time Chairman has been appointed 
JS, Department orSteel i. a Member or 
,the Board. 

Secretary, Deptt. or Commerce. continued 
to be the part-time Chairman-Shri Mohd. 
Ylmus has taken over the Chairman-
ship or the Authority III.,./. ·~!N-1980. 



I. 

[I. 

III. 

IV. 

V. 

APPENDIX. D 

(Vi'" Para 3 qf inllTlduaion) 

"'"m of UMt I.k", ." GtIrM/ImIrIt on tAl rfCOIIIIrIfIIII/iM rofl'.iutl in "" T.""iIIA RIJIOr' oj 1M Commi'''' Oft Puillit; U.",kinll 
(SiJr'" Lok SdM). 

TIlt&l nllmber of recommendations made 14 

Recommendationa that have been accepted by Government 
(1Ii4, recommendations at Sl. Nos. 3, 4, 6,7,8,9,10, II, lIZ, 
13, &lid 14) II 

Percentage to total 78.6% 

RCC)mlDendatiOJlI which the Committee do not desire to pursue 
in view otGovernment'. reply. Nil 

R.~c.lm.Il~.dstions in respect of which replies oC Government 
have not been accepted by the Committee (vide recommenda-
tion at S. NO.5) 

Peramtage to total; 7. 1% 

R~c).n n~ni\tions in respect of which final replies of Government 
are still.waited (Diill recommendationatSI.Nol. I &llch.) • IZ 

Percentage to total 14.3% 
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