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INTRODUCTION

1. the Chairman of the Estimates Committee, having been 
authorised by the Committee, present this Nineteenth Rqx>rt of 
the Estimates Committee of the Second Lok Sabha on the action 
taken by Government on the recommendations contamed in the 
Sixteen^ Report of the Estimates Committee of the First Lok 
Sabha on the Organisation and Administration of Nationalised 
Industrial Undertakings.

2. The Sixteenth Report of the Estimates Committee of the 
First Lok Sabha was presented to the House on the 29th Septem
ber, 1955. The Government tumished their replies to the re
commendations on the 13th March, 1957. Further replies in 
respect of specific points on which information was required by 
the Committee were received on the 26th February, 1958. The 
Sub-Committee of the Estimates Committee examined the 
replies on die 4th March, 1958.

3. The Report has been divided into four Chapters:

I Report.
II Recommendations that have been accepted by ihe

Government.
III Rephes of the Government that have been accepted by the

Committee.
IV Replies of the Government that have noi been finally

accepted by the Committee and are being pursued.

4. An analysis of the action taken by Government on the 
recommendations contained in the Sixteenth Report is given at 
Appendix IV.

BALVANTRAY G. MEHTA,
Chairmatt,

New D e lh i; Estm ataCom m ittee.
The 22nd AprUy 1958.

(iv)



CH A PTER  I 

REPO R T

In their Sixteenth Report (First Lok Sabha) the Estimates Ck>m- 
tnittee examined the form of organisation of the Public Undertak* 
ings of the Government of India and made recommendations on 
various questions arising out of the constitution of such Undertak* 
ings including the relations between them and the Minister in 
charge. The Committee regret to observe that many of their re
commendations have not yet been implemented even though the 
Government took about a year and a half to consider the recommend
ations. They have again given very careful consideration to all 
these matters in the light of the replies of the Government and 
have set forth their conclusions in this Report.

2. At the outset the Committee would like to rectify an error
which had crept into paras 6 and 7 of the Sixteenth Report (First
Lok Sabha) where the word ‘public’ had been erroneously used in 
referring to the limited companies which have been set up by the 
Government and should, therefore, be deleted. In fact, they are 
Private Limited Companies.

3. Recent events have highlighted the importance of the varioiu

Questions raised by the Committee in their earlier report. The 
k)mmittee feel more coiivinccd than ever about tlie soundness of the 

various reconiinendations made in that report, particularly, those—

(a) suggesting that at least 25 per cent, of the total capiul
investment on a national \indertaking may be made 
available for subscription by the public (fixing a ':eil- 
ing (in individual holding of shares as also on 
dividends), in order that vigilance may also be ex
ercised by those shareholders in respect of the manage
ment of the undertakings:

(b) requiring that the Cliairman of the Board of Directors
should be directly responsible to the Minister in res-
|>ctt of questions of policy within the sphere of re»- 
|x)nsibility of the Government, so that the Minister 
will have direct knowledge of activities of the under
taking and the Board will know' the Minister's mind 
directly;

(c) requiring tiiat there should be an Advisoiy Body, advis
ing the Managing Directors on various matters from 
time to time, sending copies of their report to the 
Minister concerned, calling for information on matten 
relating to the underuking, watching the progress of 
the undertaking, etc; and



(d) pointing out that the undertakings are nqt able to adopt 
business methods, as they are placed under senior 
officers of the administrative departments, whose ex
perience does not make them suitable for running 
commercial enterprises and, tlierefore. suggesting that 
a cadre of officers for management should be constitut
ed.

Public Participation in the share capital

4. As regards tlie recommendation of the Committee that at least 
25 per cent, of the share capital should be available for subscription 
by the public, the Committee would invite attention to the reply of 
Government and the comments of the Committee thereon—vide re
commendation No. 1 in Chapter IV of this Report. It would be 
obser>'ed tliat the Committee’s recommendation provided safeguards 
both in respect of individual shareholding and of the dividend policy', 
which would meet most of the objections advanced by the Govern
ment. The C^ommittee would also like to point out that the im
plementation of this recommendation would evoke the enthusiasm 
of the public for participation in the national development and 
would also enable the underukings to function effectively under the 
vigil of a body of shareholders, who would in their own interests keep 
a watchful eye on the working of the undertaking. They realise 
that the recommendation would result in the undertakings being run 
as public limited companies. The Committee do not. however, sec 
any reason why the undertakings would not function with success 
as public limited companies, within the ambit of tlie Companies Act, 
considering that Government %vould have the controlling interests. 
Therefore, while agreeing with Government that each case has to 
be considered on its merits, the Committee would suggest that such 
OHisideration should be made in the light of their earlier recom
mendation, exceptions being made only where there are good re
asons for not accepting the recommendation.

Management of the undertakings

5. As regards the Committee's recommendation on tlie subject of 
the management of the underukings, while inviting attention to the 
reply of the Government and the commenu of the 0 >mmittee agaiiut 
serial No. 2 in Chapter IV of the Report, the Committee would point 
out that they have expressed themselves clearly on many occasioiu 
about the inadvisability of the present practice of associating Secre. 
tariai officials with the Boards of Directors of State undertakings. 
They have, on several occasions, pointed out that (i) the practice 
leads to a blurring of responsibilities of the Secretary of the Ministry 
who h u  to advise the Minister on matters of policy, while at the 
nm e time as a Member of the Board of the undertaking has to share 
raponnbility for the execution of these policies; (ii) it is not possible 
fof » Secretariat official to give sufficient attention to the anaiit of



the undertaking in addition to performing his normal duties, and (iii) 
the officials are invariably not specially qualified and trained for the 
heavy responsibilities of running an industrial undertaking. The 
0>mmittee would in this connection refer to the recommendations 
•on this aspect made in their Ninth, Thirty-ninth, Forty-first and 
Forty-third Reports (First Lok Sabha) excerpts from which are re
produced at Appendix I. They are of the view that the Board of 
Managing Directors should consist of men of wide experience, who 
have otherwise no financial interests in that industry or allied indus
tries. Further, the Board should have direct responsibility to and 
contact with the Minister. The Committee feel t lat this would en
able the nationalised undertakings to function on business principles 
with the largest measure of financial and administrative autonomy, 
-consistent with the overall rcsp<msibility of Government and account
ability to Parliament. The Cdinmittee do realise, however, that there 
might be matters such as (x>licy follf>wed in the past, inter-Minis- 
terial problems, commitments relating to foreign countries etc., for 
“W hich the Mnister would need the assistance of the Secretariat. Such 
matters would however be few and miglvt be dealt with in a small 
expert cell within the Secretariat of the Minister and would not 
affect the generality of the recommendation.

6. The Committee observe that despite the experience acquired 
■with regard to the working of the State undertakings for the !ast 
seven vears. Government consider it necessarv to watch the working 
•of the undertakings lor some more years before a review can be 
attempted. The C'.oiuniittee feel that sulhiieni exj)erience has been 
gained in the m.ittei and would, therefore, strew the necessity of an 
early review of the management of the Stale undertakings.

Cost Accounting in Government of India

7. In para 20. of the Sixteenth Report (First Lok Sabha. the 
Conunittee had reiommended that Ciost .\ccouiuing shotild be intro
duced as a matter of tourse in the public undertakings from the 
outset. The C(*ininittee are glad to note that the G<nerninent agree 
with the rn oiunu-ndatioii and that in mttst of the State undertakings 
C.ost A(.counting has alrcMtly Ix-en intr<Kluced or is  In'ing introduced. 
The ( omtnittee f»ave had (H r a s io n s  in their RejKirts on the various 
uiideriakiiii>s to refer to the Cost .\itounting that had been intro
duced. In this Re|x>rt thev would onlv draw attention to their 
remarks in iwra. of their Fifty-seventh Report (First Lok Sabha), 
an excerpt iroin whuh repnxluced Ik*Iow:—

"The CK>nuniltee have repeatetlly drawn attention, in their 
Reports on the working of various State undertakings, 
to the necessity of havinf  ̂ an iipto-date system of cost 
accounting. The Committee have found that even 
where it is claimed that a cost accounting organisation 
is well eiublished, the system is not u p tc ^ te  and that

am L S - x



it does not serve fully the purpose for which it is intend
ed. Therefore, while the Committee note that tlie 
Government have accepted their earlier recommendation 
in principle, they feel that much remains to be done in  
the actual setting up of an upto-date cost accountings 
oi'ganisation in all the State undertakings. They 
would, therefore, recommend that the matter shoula 
receive urgent attention.”

General comments on the replies

In Chapter IV of this Report, the Committee have given their 
comments on all the replies to recommendations which have not 
been accepted by Government. In this, connection the Committee 
would like to point out that the replies are not quite infonnative 
in a number of cases. In certain cases their reply simply sutes that 
‘there is no objection to the suggestion' or that ‘it is unexceptionable' 
or that 'Government is in agreement with the * recommendation*. 
Very little light is thrown on whether and when the recommendation 
is proposed to be implemented and in case it is not considered neces
sary to implement ceruin details mentioned in the recommendation, 
why it is not considered necessary to do so. The Committee would 
suggest that while giving their replies the Government should state 
what action is proposed to be taken and also the reasons why the- 
recommendation is not accepted or is accepted in a modified form.
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APPENDIX I

{Vide para 3, Chapter I)

Recommendations of the Estimates Committee {First Lok Sabha) regarding 
appointment of members of the Boards of Directors of State Undertakings

The present practice of appointing Officers form services either on the 
B w d  of Directors or as Managing Directors should be done away 
with and in any case the Secretary or Joint Secretaiy of Ministries who are 
concerned wth advising the Minister or Government on matters of policy 
and otherwise to keep effective control on the various activities of the Ministry 
should not be associated with the day-to-day execution of their policies either 
in ccmnection with State imdertakings or otherwise.

[Recommendation No. I5(«0 , para 23, Ninth Repon
on Administrative, Financial and other reforms].

The G>mmittee are of the view that Secretariat funaions of laying down 
policies and the executive fimctions of implementing them should be clearly 
demarcated and that as far as possible Secretariat officials should not be 
associated with the aaual execution of policies laid dowTi by them so as to 
enable them to retain an objective outlook. They do not, therefore, consi
der the arrangement under which the Secretary to the Government of India 
is the Chairman of the Board of Direaors of a company set up by the Govern
ment to carr>’ out a projea on business principles, to be very satisfaaory.

(Recommendation No. 16, para 47, Thirty-ninth Report on Bharat 
Elearonics).

TTie Comminee doubt ver>' much whether the Secretarj' of a very im
portant Ministry like Defence has sufficient time at his disposal to attend to 
the afiiurs of two imponant companies in the Public Seaor.

(Para 48, Thirty-ninth Report on Bharat Electronics).

The Committee would suggest the gradual replacement to the extent 
possible, of officials on the Board of Directors by r.on-officials such as indus- 
tiialists, scientists, a Chanered Accountant, the Direaor of the Indian 
Institute of Science and/or of the Pilani Institute etc. so as to erable a fresh 
businesslike and scientific outlook to be biovght to bear pn the affairs of the 
BJB.L.

(Recommendation No. 19, para 51, Thiny-nirih Report on Bharat 
Elearonics). _

The Committee feel that even if the produaion in the B.E.L. were to.be 
confined to the requiremenu of Government Departments only the Board 
of Direaors should not have an ovetwheiming majority of officials as the pre> 
sccce of a laige r.umber of officials invariably tends to bring to the organisa
tion ar.d its fur oicming, an official approach of a type which is generally

48



fomd in most Government Departments and to that extent defeats the very 
object of setting up a private limited company to work on business principles.

40

(Recommendation No. 20, para 52, Thirty-ninth Report on Bharat 
Electronics).

The G>mmittee feel that the presence of the Secretary, Conununicaticms 
Ministry on the Boards of the I.A.C. and the A.I.I. could only tend to a. 
blurring of his responsibilities, which should be avoided. The presence of the 
Secretary to Government on the Board of a Corporation or a public utility 
undertaking, panicularly one which runs at a loss, would result in his becom
ing a party to its state of affairs and management and consequently he will 
find it difficult to retain an objective outlook on major issues, such as the 
regulation and management of economic policies which a Secretary to Go
vernment should possess.

(Recommendation No. 2, para 13, Forty-first Report on Air Cor
porations).

It would be advantageous if a non-ofhcial with experience in administra
tion as well as in the air transport business could be made the Chairman of the 
Corporation, as in the Air India International Corporation.

It should be the endeavour of the Goveirment to find for the Boards of 
the Corporations persons with special knowledge of Air Transport Industry 
and with bunsiness acumen.

(Recommendations Nos. i and 2, Forty-ihird Report on the Indian 
Airlines Corporation).



{Vide S. No. 6, Chapter II)

Industrial Management Pool Scheme

The Industrial Maaageme.it Pool shill be co.istituted in the manner 
provided hereinafter to serve the needs of the Ministries having industrial 
undertaktngs functioning under them. For the present the Ministries of 
Steel, Mines and Fud, Transpon & Communications and Commerce & 
Industry will participate in the Pool. It will be open hereafter to any other 
Ministry concerned with the rui i i ig of Indu^rial undertakings to join the 
Sdieme with the concurrence of the Coitrolling Authority of the Pool.

2. Controlling Authority.—‘The Mnistr>' of Home Affairs will be the 
'Controlling Authority of the Pool. The Home Ministry will be advised 
by  a Board which be co.istituted as follows :

1. Cabinet Secretary. Chairman {,Ex-offido).
2, 3, 4, 5 and 6. Representatives of the parti -̂pating Ministries.—

Members.

The Establishment Officer to the C} >vernmeit of India will be ex-officio 
Secretary of the Board.

3. The Pool would be dra > i upoi for maining the senior {i.e. the top
aid  middle level) miiag;rial pi;*s in th: public eitcrprises whether
run direnly by Govemaaent or by C):p;>ra io'is or Ci.-npaiici in which 
Governms'it have a coitrollii^ interes:. The raige will in.luJc pi>sts of 
a  noi-technical nature relating e.g. to general miiagcmeit, fiiance and 
aocouits, sales, purchases, stores, transporta ioi, perso.iid maiagemcit and 
welfare and tow.i aimi.iistratiun.

4. No post would be reserved for mtmbers of ihi Pool.— O li ;cr< of the 
Poll will, howcve.', be available fo: p^i'iig to noi-te:hiical po>:s ia the 
Public enerprises under the par;icipa:ing Miiistrici, Senior pmts in the 
Industrial un Jertakings will also be aviiilable on promotion to officers beki.og- 
ing to the undertaking concerned. T a; strength of the Pool will, therefore, 
be fineJ a: a level below the total require n; its for senior managerial posts 
In the undertakings.

j .  Grades and Pay Scales.—‘Thz P.»)l will b; organised in seven grades 
the scales of pay a« sh'>w.n below ;

APPENDIX n

Grade I Rs. ,̂750 (fixed)
Grade II Rs. 2,500 (fixed)
Grade III Rs. 2,000— 125— 2,230
G n d e lV Rs. 1,600— 100— 2,000
Grade V Rs. i ,30>-'6o— 1,600
Grade VI Rs. 1,000—50— 1,400
Grade V ll Rs. 600-^40— 1,000
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All grades of the service will be Central Services Class 1.

In addition, junior officers recruited in accordance with Note i under

gara 7 of the Scheme may be appointed at suitable stages in the scale of
5. 350— 2̂5— 500— 30— 620. Earning an increment even within a grade in 

the time scale will not be regarded as automatic. There will be, on the other 
hand, a positive decision that an officer is fit tc draw an increment due. This 
decision will be taken by ihe Board of Direaors of the Companies or Corpora
tions under whom the officer is onployed but will be subject to confirmation 
by the Controlling Authority on the advice of the Central Advisory Board. 
TTiere will be no order of seniority at all within a grade. All officers of a 
grade will thus be eligible for promotion on merit alone by selection to the 
next higher grade.

6. Authorised Stre^th-— The authorised parmanent strength of the 
pool at the initial constitution shall be 200. This number will be distributed 
amorg the different grades by the Controlling Authority in consultation with 
the Ministry of Finance in the light of the estimated requirements of each 
grade and on the recommendations of the Selection Committee on the basis 
of the quality of persons available for each grade. The strength may be 
revieuxd a.s often as is found necessary, but in any case, once in two years.

7. Recruitment.— The Pool will be constituted initially by recruitment 
to any of the grades referred to in paragraph 5 by selection form among per
sons who :

(a) hold a Degree of a recognised Indian University or equivalent
thereto ;

(b) are betMveen the ages of 27 and 45 years ;
(c) preferably possess industrial or managerial experience for a period

of fi\T years.

N ote 1. Cl^didates below the age of 27 may, in exceptional cir
cumstances, also be recruited. Such candidates should on 
appointment draw pay in the scale of Rs. 350— 25— 500— 30—  
620.

N ote. 2. Persons above the age of 45 may, if specially suitable, be 
employed on long-term contract instead of being appoint* 
ed to the Pool.

The field of recruitment will include the following :

1. Officers of the All India and Central Class 1 Services (including
Railway and Defence services).

2. State Government employees of similar status and experience.

3. Experienced officers from existing public undenakings.

4. Candidates from the open market.

8. Methods of Rtcruimeiu.— Seleaions for the Pool w*ill be made on the 
recommendaiions of a Special Recruitment Board which would be coosti> 
tuted as follows :

I. Chairman or a Member of the U.P.S.C. Chairman.
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2. A non-official.
3 & 4.* Miiaging Directors & Giieral Managers of State Under

takings.

5 & 6. Representatives of participating Ministries other than thase 
who are represened by Managi.ig Direaors and General 
Managers against 3 and 4.-Mcmbers.

The recommendations of the Board will be placed before the U.P.S.C. 
:and appointments will be made in consultation with the Commission.

The recruitment need not necessarily be restricted to candidates who 
apply for absorption in the Pool in response to advertisements. The Re
cruitment Board may consider persons who may not have applied but whose ' 
names are suggested to the Board by the Ministries.

The annual intake will be fixed at 5 per cent of the authorised strength 
and will be reviewed after 2 years of the initial constitution of the Pool. Re
cruitment against the annual intake as well as against the deficiencies which 
may exist in the cadre either on account of the increase in the authorised 
strength or otherwise will be manned in the manner indicated above by the 
Special Recruitment Board.

9. Training and prchatim.— Persons seleaed for appointment to the 
Pool will be on probation for a period of two years. If they belong to All 
India Services, they may thereafter be permanently seconded to the Ptwl. 
I f  they belong to the Central or Provincial Services, they may be either 
permanently seconded or permanently absorbed in the P(x>l The Contri>llinp 
Authority will have the pnvcr to extend or reduce the period of pn>bation in 
<ach case. The Controlling .Authority will, where it considers it necessary 
arrange for the training of the officers in Government Departments and in 
industrial and commercial undertakings either in the public or the privatc- 
sector.

10. Postings.— T̂he Controlling Authority will arrange for the posting 
of officers after their training in participating undertaking where their services 
can be best utilised. While so posted, the officers u ill be paid by and l)c 
under the immediate control of the undertaking in which thc>- are w«»rking. 
All participating undertakings will repon all existing or pn»spi*ctive vacjn- 
des which may be suitably held by members of the Ser\'ice to the Controlling 
Authority', but it will not be obligatory on them to accept a member of the 
Service for a particular vacanc>- ; nor will the Controlling .■\uihority be lx>und 
to supply a Pool officer for every such vacancy.

Ever)* officer of the Pool will be entitled, wherever he may be employed, 
to receive not less than his substantive grade pay in the Pintl. It will, how
ever, be ensured that except in exceptional circumstances with the concurrence 
of the Controlling Authority and the financial advisers of the enterprise, no 
^ c e r  is employed in a post normally to be filled by an officer of a lower grade. 
If, in the wage structure of the enterprise which he is for the time being 
serving, the pay of the post which he holds is higher than his 
grade pay, it will be for the Controlling Authority to decide whether he 
should be allowed to draw any or all of the difference.

If. DepmaHtm.̂ Ssi officer of the Pool may be posted cither for the 
jpurposeofacquirtng wider experience or for other reasons to a post nornially



tenable by a member of the Central Administrative Pool. Similarly, officers 
•of the Central Administrative Pool and officers of the feeder services of that 
Pool may be sent on deputation to posts normally tenable by the members oi 
the Pool.

12. Leave, Pension and other conditions of service. — T̂hese will be as 
applicable form time to time to officers of Central Services, Class I. Per- 
sons who are recruited form the open market after the age of 45 years may be 
appointed on contract, in which case theu* terms and conditions of service 
will be modified to the extent mentioned in such contract.

(Ministry of Home Affairs, Office of the Establishment Officer 
Resolution No. F. 2i(i2)-EC/56 dated the 12th November, 
I957-)
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(Vide S. No. 15, Chapter IV)

Composition and funaiom of the Committee of Economic Secretaries
to Government.

(t) The present composition of the Economic Secretaries Committee i» 
as follows ;—

Shri M. K. Vellodi, Cabinet Secretar>\
Shii H. M. Patel, Principal Secretary, Ministry of Finance. (On leave

from 17-2-1958).
Shri S. S. Khera, Secretary, Ministr>' of Steel, Mines & Fuel.
Shri P. N. Thapar, Secretarj*, Ministr>’ of Food & Agriculture.

Shri O. PuUa Reddi, Sccrctar>% Ministry of Defence.
Shri S. Rang&nathan, Secretary', Ministry of Commerce & Industr>’.

Shri B. B. Ghosh, Secretar>', Ministr>’ of Food & Agriculture.

Shri B. K. Nehru, Secretary, Ministr>' of Finance. (Department of
E.A.)

Shri P. M. Menon, Secretary', Ministr)' of Labour & Employment.
Shri N. N. Wanchoo, Secretary’, Ministry of Finance (Department

of Expenditure).
Shri J. Dayal, Financial Commissioner, Railways.

(«) It is one of the funaions of the Committee to scrutinisc draft agree
ments with foreign parties.

(tVi) The Committee was constituted in 1949 to assist the Economic 
Committee of the Cabinet. Howe\-er, this specific task of scrutinising the 
agreements was assigned to the Committee in December, 1955.

(w) & (v) Though the Comminee was assigned the function of scrutinis
ing agreements, yet negotiating Committees consisting of such Members of 
the Economic Secretaries Committee who represented the concerned Minis- 
txks and some other Members were set up, from time to time. The Nego
tiating Comminees scrutinised the specific agreements.

Paiticulars of these Committees are given below

Name of the Committee Functions No. of
meetings

1. Kefoiiating Committee on To finalise the draft agreement 25
OiL with AOC about formation

of a Rupee Oil Company.

M
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Name of the Committee Functioiis No. of 
meetings

2. Negotiating Committee on 
Russian Aid.

To finalise agreement with the 
USSR Govt, for utilisation of 
the long term credit of 500 m 
roubles offered by Russian Go
vernment.

13

3. Negotiating Committee on 
Forge/Foundry Projea

To finalise agreement with 
Czechoslovakian team for es
tablishment of a Forge/Foun
dry Projea.

9

4. Negotiating Committee on 
supply of Iron Ore to 
Japan.

Finalising the terms for supply 
of iron ore to Japan.

13

(oi) Secretarial assistance vig., fixing up dates of the meetings, issue of 
minutes, circulation of papers etc. is given to the Conuninee by the Cabinet 
Secretariat.

[Mimstry of Finance Department of Economic Affairs. {O.M. Nc. 20(79) 
P/55, dated the gth April, 1958].



APPENDIX IV

(Vide Introduaion)

Analysis of the Action taken by Government on the Recommendations con
tained in the Sixteenth report of the Estimates Committee (First Lok Sabha).

1. Total number of recommendations made 23

2. Recommendations accepted fully by the Government
No. 6
Percentage to total 26 • i %

3. Recommendations accepted by the Government partly or
with some modifications

No. 7
Percentage to total 30-4%

4. Recommendations not accepted by the Government but
replies in respect of which have been accepted by the 
Committee.
No.
Percentage to total

5. Recommendations not accepted by Government and pur
sued by Committee (including those which are still 
under consideration by Government).
No. 10

Percentage to total. 43'5%-
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