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INTRODUCfION 

f, the Chairman, Committee on Public Undertakings, having been autho-
riRed by the Committee to present the Report on their behalf, present this 
Twentieth Report on "Structure of Boards of Management of Public Under-
takings and other Allied Matters." 

In this Report, the structure, the size and the composition of the Boards 
of Manafement of Public Enterprises has been reviewed. The review has 
revealed that the structure of the Board as is obtaining today is not at all 
what it ought to be. The continuity and stability 01 top appoiBtment leave 
much to be desired. There is scope of arbitrariness in fixing the strength of 
the Boards from time to time. There is tendency to load the Boards with 
officials without any rhyme or reason, which does not go well with the concept 
of autonomy and the nature of the activities of the Public Enterprises. A 
number of Boards have been virtually converted into mere interdepartmental 
.committees of Government. As regards non-official Directors Govt. seems 
to have chosen to select people who are champions of private sector. While 
it is a certair:ty that the non-official businessmen derivc immense benefit 
through their association with the Boards of Director. of public sector enter-
prises, it is apprehended that their presence affects the proper functioning 
of the enterprises. Hence no person from private sector should be selected 
for Direct(l~hip. It is also undesirable to nominate to the Board~ of Public 
Enterprises superannuated aged persons and persons who are not aquainted 
with the requirements of an industry or trade or economic operation relevant 
(I' the activities of a particular public sector undertaking. The performance 
of the Directors and the Boards is unsatisfactory as is evident from their 
-poor attendance at the Board meetings. 

A time has now come when elected representatives of the people should 
have greater involvement and the Members of Parliament could be appointed 
as Chairman/Directors of the Boards of Public Enterprises ,,!hich should 
be to the extent to about a third of the strength of the Boards. Number of 
official Directors should be cut down to the minimum. The Boards should 
be broad-based and should be composed of various interests (barring men 
from private sector) and experience both in Government and Legislatures 
and of men of public standing, academicians, journalis:.s, economists, soci~ 
10gists, protes.~ionals etc. besides workers' representatives. Further there 
is no need to have Finanee Ministry's representatives on the Boards of 
Public Enterprises. No officer of the Administrative Ministry should be in-
.eluded in the Board of Management nor he be made a Chairman thereof. 

(v) 



~vi) 

There ought to be rigid restrictions on the number of Directorsbips of 
officiala and othen wbicb should not be more than two if their participatioa 
in the management of the EnteIprise is not to be reduced to a fares or a 
mere formality. There are cases where a particular 01licial has been made 
Director of 10 to 12 pub& undertakings. Such an official, besides his rou-
tine job. due to paucity of time and human limitations, even if williDg, is 
.mble to apply his miDd and/or to act to the best of his ability. 

There is no doubt that unless the Board of an enterprise is a homogenous 
and dedicated team answerable to people periodk:any it cannot succeed. 
which is evident from the fact that the performance of the public under-
takings had hardly been good and had lately recorded sharp do}terioration. 

The Committee considered and adopted this Report at their sitting held 
on 13th March, 1979. 

NEW Dum; 
March 17. 1979 
PlKll,una 26. 1900 (S)' 

IYOTlRMOY BOSU~ 
. Chairman, 

Committee on Public Undertakings 



INTRODUCTORY 

1.1. The Committee on Public Undertakings called for information from 
an Public Undertakinp regarding appointments and emoluments of their 
Chief Executives and Directors during tho years 1974-75 to 1977-78 as 
follows:- ....•• 

(1) Names and addresses of ChairmanfManasinl DirectorsIDirec-
tors indicating whether full-time or part-time with period dur-
Ing which they remained in office, the manner in which they 
were selected, terms and conditions of their appointment, their 
monthly salary / commission/emoluments I remuneration and 
other amounts if any, drawn. 

(2) The names and addresses of the Board of Directors who were/ 
are connected with private sector undertakings as Chairman/ 
Managing Directors/E~utives drawing more than Rs. 1500/-
per month and also the names and addresses of such private 
sector undertakings. 

1.2. This Report deals with the structure of the Boards of Management 
and other allied matters on the basis of information received from 179 enter-
prices. The following three Enterprises have not furnished the information 
for the year 1977-78:-

1. National Textile Corporation Ltd. (Head Office, Delhi). 

2. National Textile Corporation (Andhra Pradesh, Karnataka, 
K:erala aDd Mahe) Ud. 

4. National. Textile Corporation (West Bengal, Bihar, Assam and 
Orissa) Ltd. 

1.3. The Administrative Reforms Commission in their Report on Public 
Sector. Unertakings (1967) observed as follows:-

"In t:'Ier'J public undertaking, the responsibility for overall manage-
ment has been vested in a governing board. III aeneraJ. there 
has been a marked preference for a board in which most of dae 

. members are part-time. In a few cases, like the Indian OS 
Corporation, the State Trading Corpomtioa of India and the 

. Oil and National Gas Commission, a few full-time functional 
1firectors have also been appointed. Most of the directors or 



Go¥erIImeDt c:omp8Dies and the members of the govemiB& 
boards of the statutory corporatious are Government offu:ers. 
The boards excrciJc general supervision over the affairs of the 
undertakiDp, meet periodically and give directions and sanctiODI 
to the 1II8.1UlJCIDeIlt. 

The Commission has reported that the system of having boards of 
this type has not worked well. The part-time directors have 
seldom been able to devote sufficient time and attention to their 
worle. It has not even been possible for them in many cases 
to attend the meetings of the boards. Part-time directors have 
not been able to give that sustained and systemtic attention 
which the affairs of the undertakings require. It is also argued 
that in the present scheme of things where broad policies are 
laid down by the Government and the responsibility for carrying 
on the day-to-day administration is vested in the chief executive, 
there is only a small area left in which this type of board can 
function. Such a board has sometimes been criticised as being 
ineffective and even redundant. 

The alternatives to a policy-making type of board are either a tully 
functional board like the Railway Board or a mixed type of 
board which includes both full-time functional and part-time 
members. An example of the latter type is" that of the Indian 
Oil Corporation. We feel that fully functional board for public 
undertakings will neither be feasible nor desirable. 'there has to 
be an element of Government representation on the Board which 
will necessarily require the presence of part-time members. We 
would like to emphasise, however, that the official nominees on 
the board should represent the Government as a whole rather 
than any one Ministry and that their selection should be made 
in the light of qualifications that they possess rather than on 
their being attached to a particular Ministry. This will enable 
selections to be made from a wider fieM and avoid frequent 
changes arising out of transfer of the officer concerned from 
one Ministry to another. It should be ensured that Govern-
ment's nominees are selected on the basis of their competence 
to deal with problems which are considered at the board level 
and that they are fully posted with Governmeat's views. 

It would be advantageous to bring into the board "outsiders" with a 
fresh outlook. This can be done by including two or three part-
time members who have establislied outstanding reputation in 
the 8ekI of industrial, commercial or financial enterprise, in 
public administration or in trade union organisation. The pre-
sence of such part-time members who are not directly connected 
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with die operations of the undertatiDp will enable the board 
to ~ PfOPC*ls with broader outlook. Perions selected for 
part-time meoj)ership of the board sboull naiurany be imbued 
with faith in public enterprise and should not have such business 
or other interests as may affect their objectivity in dischargin& 
their duties on the board." 

The Commission made the following recommendatioos:-

"( 1) the boards of management of sector corporation should be of 
a mixed type. The board should consist of:-

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

(b) full-time functional directors, their number depending on 
the needs ot the case; 

(c) not more than two part-time Government representatives; 
and 

(d) tW<Klr three part-time members from outside the Govern-
ment. 

{2) The Government representatives should be selected on the basis 
of their qualiftcations and experience and not by virtue of the 
office which they hold in a particular Ministry. 

(3) Part-time members from outside the Government should be 
persons with proven ability in the fields of industrial, commer-
cial or financial enterprise or in administration or in trade union 
organisation, These qualifications should be laid down in the 
Act, or in the case of Govrenment companies in the Articles of 
Association. These members should have faith in public enter-
prise and should not have such business or other interests as 
may affect their objectivity in the discharge of their duties on the 
board." 

1.4. A circular of the Bureau.of Public Enterprises (BPE No. 2(158)1 
70-BPE(GM) dated 13th October, 1972 reads as follows:-

"The question as to bow the structure of the Boards of Directors of 
Public Enterprises can be rationalised, consistent with efficient 
funcUooing of these enterprises has bee!! under consideration 
01 Go~ot for some time. It has now been decided that 
the following priaciples lIhould be followed by the administra-
tive Ministries in this regud:-

(1) For large multi-unit enterprises and large trading organisations 
the typical structure of a Board could be full-time Chairman-
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crmt-MIuIafioI Director 8SIiItod by 81: least two funcdonal 
Dhecton, .. of wham WOI1kI _in· chaqe d F"JII1IDIle, and 
,..n.- Direetors. 

• • • • 
(il) A typical structme of a Board for the smaUer enterprises couhl 

a Chairman-cum-Maoaging Director w.ith one, aDd possibly 
even two senior officers of the undertakings itself as functional 
Directors together with some part-time Directors. One of the 
functional Directors could, if necessary, be designated as Exe-
cutive Director or Director (Co-ordination) should the burden 
on the Chairman-cum-Managing Director be too heavy. 

(iii) In the cases referred to in (i) and (ii) above, their should be 
DO bar to the appointment of a part-time Chairman, if in parti-
cular cases this course appears desirable. In such cases, a 
suitable wholeotime Managing Director should invariable be 
appointed. 

(iv) The number of part-time non-official DIrectors on the Boards 
of multi-unit and muJtk.regional' Public Enterprises may be 
about 1/3rd of the total strength, which may be of the order of 
12 to 15. In relatively smallCll" enterprises, the Board strength 
abould be between 8 and 12, including official and non-official 
part-time DirectDrs, the number of the latter being about 1/3rd 
of the total. 

• • • • 
(vi) Appointment of Government representatives on the Boards 

. should ordinarily be restricted to the dealing Joint Secretary! 
Director, but in the case of some Ministries other officials 
within it might be chosen so as to constitute a M:magement Co-
ordination Cell, as proposed to be done in the M"mistry of In-
dustrial Develojnnent and Internal Trade or to meet the condi-
tions about the number or Directorships held by each otIicor. 

hil) With regard to part-time Directors, as an interim measure, the 
services of those from the private !leCtor, who have volunteered 
for full-time appointment in Public Enterprises and considered 
fit and empanelled to bold such top level posts in Public Enter-
priselJbe advantageowsly utitiIed. A comprehensive list of 
those coMidered nltable for appoiatment as part-time Directors 
will, in due cotl1'BO, be prepared and circulated, it being under-
stood. however. that disaetion would be available to appoint 
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those outside the list, wh~ necessary. The final decision OD 
the question Of representation of workers on the Boards of In-
dustrial BIIterpriscs being pursued by the Department of Labour 
and Employment will also be relevant in this context. 

(viii) On the question whether Government· representatives on the 
Boards of Public Enrerprisea should ~Jy include a re-
presentative of the Finance Mini..qry while Finance Mini&try 
representatives may be appointed to the major Public Enter-
prises, the relatively smaller enterprises may do without repre-
sentatives of the Finance Ministry. In such cases, however, 
where there is no representative of the Finance Ministry on 
the Boards, the undertakings 'ihould ensure that the concerned 
Financial advisers (Heads of the respective Expenditure Divi-
sions in the Finance Ministry) receive, sufficiently in advance of 
the Board meetings, the agenda papers, as also the minutes of 
meetings. This will enable the Finance Ministry to keep in 
touch with the activities of the enterpriSes . 

• • • • .. ~, -



II-TOP APPOINTMENTS 

2.1 On scrutiny of the information received from the various Public 
'UDdertakinp, the Committee find that 23 undcruwngs out of 1 i9 ~ 
1teaded by Full-time OWnnan with separate full-time Managing Directors 
'm a few caaes; 62 undertakiDga have part-time Chairman with separate 
ManasiDg Directors in 49 cases;..B3 undertakings have Cbairman-cum-Mana-
-ging Directors (Combined) and 10 undertakings have DO Olairmen but are 
-only beaded by Managing Directors. 

2.2 The following tables show the names of the undertalcings divided 
mto the above-mcntiOiled Tour catelones:-

TAllu--l 

UndertalU"8' baving full time Chainnan with or without full time Managing Directo" 

'S.No. Name of Undertakings 

1 Air India 

lZ Coal India Ltd. 

S Damodar Valley Corporation 

4 Food Corporation oC India. 

.5 General Insurance Corporation 

06 Hinduatan Aeronautia Ltd. 

7 Hindua!an Cabl .. Ltd. 

. 8 Hindu'tan Latex Ltd. 

9 Indian Motion Pictur.o Export Corpo-
ration Ltd.. . . . . 

'f{) Indian Oil Blending Ltd. 

I Indian Oil Corporation 

Remarks 

With full time Managing Director w.of. 
2007- 1977 

With II >eperate full time GenM'al Manager 

With a full time Managing Director 

With 2 full time Managing Directors 

With 4 full time Managing Directors 

With lZ fuJI time Executi"e Directors (No 
Manqing Director from 1-7-1976) . 

With one full time Managing Director 

42 IndUltrial Finance Corporation of India AlIa worD as Chief Eltecutive 

.• , International Airports Authority of 
India. 

"4 L.I. C. oCIndia With II separate Managing Director. 

'.5 MiDeraII a: Metall Tr.di .. 
Corpantion oflndi&. • With lZ fuJI time Executive Directors. 

6 
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2 3 

16 Mysore Pon:ebIiaI Ltd. Do. 

17 National Smalllnduatries Corporation 
Ltd. Do. 

18 Oil at Natural G. ConunUoion. • With 3 full time Members. 

19 Projects at Equipment Coil>oration of 
India With 2 full time Directon 

!II> Slate Trading Corporation 

21 Steel Auth ... ity of India. 

22 Hindustan Steel Ltd. 

23 Indian . .o.irlin ... 

With .. full time Executive Directors 

With 3 full time Directon 

With 1 ~ing Director (full time) Cor-
Durgapur Sted Plant and one Gent:ral 
Manaaer (full time) for each RourkeJa. 
Steel illant and Alloy Steel Plant. 

• With a eeparate full time Managing Director 

TAIIU 2 

Undertakings having part-time Chairman with or without aeparate Managing Director· 

SI.No. Name ofU ndertakinp Remarks. 

I AgriculturallldinaDc:e & Oeve\opmaat 
Corporation.. With one Cull time Managing Director. 

2 Air India Charten Ltd. 

3 Andaman at Nicohar Iolandl F ..... t It 
Plantation Oev. Corporation, PortB1air. 
Blair. 

.. 
5 

6 

7 

8 

9 
10 

II 

12 

13 

Artificial I.i.mt. MIl. Co. Ltd. 

Bharat DynamiCl Ltd. 

Bharat Leather Corporation Ltd. 

Bharat Pumpo at CoaIpIaIon Ltd. 

Bharat Refractorieo Ltd. 

Bieco Lawrie Ltd. Cal. 

BoIani Oreo Ltd. Cal. 

~ Refiaory &: Petre-. Ltd.. . 

JIridce &: Roof Co. Lcd. 

Caabew Corpontion of IDdia. 

With a lCp&rate Cull time Managing Director; . 

With a full time Managi", Director. 

Part time Chairman ill 1977-78. 

With a aeparate Managiq Director. 

With a oeparate Managi", Direct« •. 

With a full time Muaginc Director. 

With part time ~ DinIctor. 



S.No. Name orUDder1aki .. 

8 

Remarb 

With a full time Maoagiua Director (Manag-
iq Director or Btectiaaia Corporation 
hoIda IJrla paot). 

,6 Central Mine P1anni .. &: Design Imti- Part time Chairman UPto.I8-7-1977. (&om 
tute Ltd. 1!t"7-1977 oowanll, Cl\ail'JD&D-CWl1-Mana-

II .. Direct.or) 

17 Ccntral Warebousi .. Corporation 

18 CotcbiD R.eIiaeria Ltd. 

'9 Computer Mainteaaace Corporation 
Ltd. 

110 Delhi Tramport Corporation 

With a full time IeplU'&te Manqing Direc-
tor. 

With a full time IeplU'&te Manqing Director 

With a full time IeplU'&te Manqi .. Director 

From earli ... yean. From -7-1977. the 
Corporation hu a Cbairman-cum-Genera1 
M......,... 

Willa • fUll time MuuiDK Director. The 
paot at part time Cllairinan is howev ... 
_t. 

liD Dredsi .. CorporatiClll at India Ltd. • With a full time IeplU'&te Manaci.. Direc-
tor 

113 EIectrGDic:I Corporation of India Ltd.. Wrth a lUll time IeplU'&te MauciIII Director 

114 E\ec:trODia Trad~ '" TecbnoIotY De- With a full time "'I*&te MaMsiaI Director. 
ve10pnent Corporation Ltd. 

"85 Film FiDance Corporation Ltd. 

"87 H&Ddic:rafta. ... p~ Btrpn Corparatioo at . With a~1e full time ~ Director. 

• 8 Hindllltan Orpnic Cbemicala Ltd. Willa aleplU'&te full time ~ Director 

119 H. M. T. (In_tiaaal) Ltd. With. oeparaII: part time Man.si .. Director 

30 Hind_ Pboto "IDa Mfr. Co. Ltd.. (w.eS ...... 19~~th • IeplU'&te full time 
~'. 

31 Hiaduatan Pre&ab ~. New Delhi. 

!Ill Hotel 0arp0rati0D at India Ltd. 
33 Indian Dairy Ooo-pontion 

l'altaf .... ~~ .. _t. With 
a....,ate full time C-. ..-t 1iIiw;) Mana· 
M Director. 

With • oepwte full time MaMsiaI Director 
W'Jda a eeparate lUll time MaiaacUtg ...... 
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No. Name of Uadertaking 

34 Indian llate Ihrths Ltd. B1D'llY. 

S5 Indian 1lailway CcIIlItruction Co. Ltd, 
New Delhi. 

3Ii ImtrumaltaUon Ltd. lto .... 

37 Jute Corporation of India Ltd. 

38 Lubrirollndia Ltd., Bombay. 

39 Madru Ferrill-. Ltd. 

-40 Madru RdiDerieo Ltd .• 

~I Mandya NatiODai Paper Mills Ltd. 

ll_b 

With a IqIIIftte part time Manqing Dire-
tor upIG 114-111-1976. 

With a oeparate full time MaaIIaiDI Diftdor. 

With a oepaute full time Manasi»lrDi!ector. 

With a oeparate full time Manqing Director. 

With a oeparate full time Manqing Dim:tox. 

• With a.oeparate full time ~ Director. 

42 Modem Jlab:ries (India) Ltd. With a separate full tim, Managing Director. 

~3 NapJand Pulp It Paper Company Ltd. With a separate part time Managing Director. 

~ Mogul Line Limited. . With a separate full time ManaciDII Director. 

~s National Mineral Development Corpora- In earlier yean. Now there u only 
poration Ltd. Managing Director. 

~6 National Reoearch Development Cor-l With a separate full time Managios Director-
paration oflDdia. 

~7 National Seeds Corporation Do. 

~ N. T. C. Ltd. New Delhi. Do. (baled- 011 the information for 
1976-77) 

~ Prap Tools LId. With a full time ~. The 
poet of,.n-time • io however 
_toee ~1975. 

SO Radio It E1ectricaIo Mfg. Co. LId. With only part time Directon. 

51 1lail ladia Technieallt Economic Ser-
viees Ltd. 

With a separate full time 
Director. 

Managi,lg 

52 Ilehabilitation IodUltries CorporalioD 
LId. 

Do. 

53 Rural EIectri6catioD Corporation Ltd. Do. 

M State CbemieaII '" l'h8rmaceuticab Cor-
poratioG Ltd. New DeUP. 

Do. 

55 State Farma 0a0-panai0Ia of ladia LId. With a oeparate GtaeraI Man ... 

56 TanncryItF_~(""') With a ~ ' ... 1 time Managing 
LId, KaDpur.. Director. 

57 Trade Fair AuthorityofIodia. • HoDonry-With a full time Managins Direc-
tor. 



S.No. 

58 TunpbhllCira Steel Projects Ltd. 

59 Uruaium Corporation at india. 

60 Weotem Coalfields Ltd. 

6. IIobro SterllAd. 

6a SAIL lJrtetnatioaal Ltd. 

10 

WIth aoeparate full time MaDatPnc Ditector. 

Do. 
Do. 

Do. 

Do. 

'T.au 3 

UndertaIdn .. haYing~_Manaainc Directon (combined) 

S.No. Name at Undertakinl 

I Balmer Lawri. It Co. Ltd .. Calcutta. 

a Bbarat Coking Coal Ltd. . 

3 Bbarat All1IIIinium Co. Ltd. 

4 Bharat Earth Movers Ltd. 

S Bharat E1tctroniCl Ltd. 

6 Bltarat Gold MincaLtd. 

7 Bbarat IUavy EIectricaIo Ltd. 

8 Bbarat Heavy PIaICl It Veaela Ltd. 

9 Bharat Optbalmic: rn- lAIi. 

10 Bharat Petrokum CorporatiOQ Ltd. 
11 Braithwaite It Co. Ltd. 

III Bum Standard Co. Ltd. 

13 ee.-t CorpontioJl ofJadia Ltd. 

14 Central lDIaDd Water Traaoport Cor-
poratioo Ltd. . . • • 

15 Central Mille PIatmiDI It Dcoicn JJ.i-
tute Ltd., Ranchi. . • . • 

16 Cocbin SbiJ>yanl Ltd. 

17 Ddbi ThIIIpDrt~ 

18 E.IIer1l CG.Uidda Ltd. 

19 ~ IitdiaLtd. 

Remarks. 

T'herc _ no rqu\ar incumbent from 
1-11-1977 



II 

S. No. Name of Undertaking Remarks 

20 Engineering ProjectS (India) Ltd. 

21 Expon Credit & Guarantee Corporatioo, The Corporation has at present only. part 
Bombay. tim' CMD w.e.f. "5-5-t977' 

22 Fertilizen & Chemical. Travancore Ltd. 

23 Fertilizer Corporation of India Ltd. 

24 Goa Shipyard Ltd. 

25 Heavy Engineering Corporation Ltd. 

lZ6 Hindustan Antibiotics Ltd. Pimpri. 

27 Hindustan Copper Ltd., Calcutta. 

lI8 Hinduatan Mamine Tool. Lcd. 

lZ9 Hinduatan Paper Corporation Ltd. 

30 Hindustan Petroleum Corporation Ltd. 

31 Hinduatan Salts Ltd .. 

32 Hindustan TeJeprintrrs Ltd. 

33 HindUitan Zinc Ltd. 

34 Hindustan Shipyard Ltd. 

35 Housing.and Urban Development 
Corporation Ltd. 

36 India Tourism Development Corpora-
tion Ltd. 

37 Indian Rare Earths Ltd. . 

'38 Indian Drugs & Pharmaceuticala Ltd •• 

(Part TIme) 

(from· I 7-J().J 977) 

(with a number 0( fUnctional Directot1) 

Common CMD for Hindustan Salll Ltd. and! 
. Sambhar Sala Ltd. 

39 Indian Petro-~~micals Corporation (with one Finance Director' 
Baroda. 

40 Indian Road . onstruction Corporation 
L,d, New Delhi. . 

41 Indian Teleph\,ne Industries,Ltd. 

4lZ Indo-Burma Petroleum Co. Ltd .• 

43 Industrial Development Bank of India, Bombay 

44 Jessop & Co. Ltd., Calcutta 

45 Kudremukh Iron Ore Co. Ltd. • 

46 Manganeooe Ore India Ltd., Nagpur 

47 Mazagon Dock Ltd. 

4570 LS-2 

'. 
(with one fuJI time 
F'UWICe Director) • 

(with 3 full time 
Directon). 



i.No. Name of UndertakiDfJ 

48. MetalIurP:a1 EDciDf'.ering Comultanll (India) Ltd. Ranchi ., 

49. Mica TradiDg Corporation of India • 

~. Mineral Exploration Corporation Ltd. 

51. Mining &: Allied Machinery Corporation Ltd. 

~. Mishra Dabtu ~igam Ltd., Hyclerabad • 

53. National Building Construction Corporation Ltd. 

5+- National Fertilizen Ltd. • 

55. National Hyaro Electric Powa- Corporation Ltd •• 

56. National IndUltriai Developmeot Corporation Ltd. 

57 NatioDallnotrumentl Ltd. 

511 National lnalll1lDCC Corporation Ltd. 

59 Control Coalfields Ltd. 

60 National Newsprint &: P"PCT Mill. Ltd. 

61 National Projects Conatr\JCtion Corporation Ltd. • 

National Textile Corporation (A.P., Karnatab), (Kerala,'dabe) 
Ltd. (Bued on the informa-

63. National Textile Corporation 
D,lhi, Punjab &: Rajuthan)Ltd. 

S. National Textile Corporation (Gujarat) Ltd. 

65 National Textile Corporation (Madbya Pradah) Ltd •. 

66 National Textile Corporation (Maharubtra) North Ltd •. 

67 National Textile Corporation (South Maharashtra) Ltd •. 

68 National Textile Corporation (Tamil Nadu &: Pondicberry) 
Ltd. 

6g National Textile Corporation (Uttar Pradah) Ltd.. 

tion for the year 1976-
77)· 

National Tc:xtile Corporation (West BeDfJaI), Bihar, A.am &: (Buedon theinforma-
Orilla) Ltd. • don for the year 1976-77). 

7' National Thermal Power Corporation Ltd. 

New India AIIuranoe 'Co. Ltd., Bombay 

73 NeyvI:\i Lipite Corporation Ltd. 

74 North Eutern Electric Power Corporation Ltd. 

75 Oriental Fire &: General Ins. Co. Ltd. 

(with two Directon-
Finanoe &: Mines). 

(witb there full time 
Directon and General 
Manat!o:r) . 



tt.No. Name of UndertakiDg 

76. Richardson &: Cruddas Ltd., Bombay 

77. Shipping Corporation of India • 

-,8. Sambhar Saito Ltd., Jaipur 

79. Scootcn India Ltd., Lucknow • 

80. Tea Tradiag Corporation of India Ltd. 

111 • Trivmi Structurals Ltd., Al1ababad • 
.82. United India Fire &: General Insurance Co. Ltd., Madras 

83. Water &:Power Development ConoultailCy Serviea (I) Ltd., 
N~ Delhi 

TABLE 4 

Remarks 

(Vitt-Chairrnan-cum-
Managitlg Director 
with two Executive 
Directon). 

\Common Chairman-
cum-Managing Dir-
ector for Hind_ 

. Salta Ltd. and Sam-
bhar Salt. Ltd.). 

lTtukrt4J.ing h""ing on9 MtDUJging Dir«ItIrJ (with "" cta.zirrrtIJII tWa" 114' ti_ /If' fJdrllim,) 

S.No. Name of Undertaking 

I. tlindu.tan Insecticides Ltd., N~ Delhi 

2. H.industan Steelworb Conatruction Ltd., Cakutta 

3. Indian Firebricks &: Insulation Co. Ltd. 

4. ll~CO Stanton Pipe & Foundary Co., Ujjain 

~. I .. dian Iron & Steel Co. Ltd., Calcutta 

Remarb 

~. I' ational Mineral Development Corporation Ltd., Hyderabad (Had a part time Chair-
man in earlier yean) 

,. Fraga Tool. Ltd., Secunderabad. 

8. Pyrites, Phoophates & Chemical. Ltd. 

9. Salem. Steel Ltd., Sal= . 

10. llanana and Fruit Development Corporation Ltd., Madru 

2. The CommiUee recently had occasioos to go into the question of 
appoiutment of Chief Executives in the conte.. oflheir examination of 
CIW1 ~. They made the foDowing observatiODS in their 9th Report (6th 
Lot Sabha):-

"The CodImittee ftIrther DOte that tile posts « part-time CbairmaJI 
and whole-time Managing Director were combined by Govern-
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ment in two-thirds of public sector enterprises on the plea that 
the part-time Chairman began interfering in the day-to-day 
afIaira of the Managing Director leading to divided control and 
confticts in the working of the enterprises. The Committee ate 
not at all convinced with this argument for combining the two 
posts of Chairman and the Managing Director while it mayor 
may not have some advantages of avoiding a "divided house" 
but its inherent disadvantages that the "man becomes an auto-
crat and the Corporation is ruined." as happened in the 
case of CIWTC, outweigh the advantages if any. Furthermore 
the arrangement" suffers from the drawback that there is no 
person to sit on judgement as to how the whole-time executives 
an: functioning. If the principal executive is also the Chairman 
of tho Governing Board, it is obviously difficult lor other 
members of the Board to find fault witfi his acts of omission 
and commission. Thus the system becmnes devoid of any 
checks and balances. In most of the big private sector enter-
prises in the country the practice seems to be to have these two 
separate functionaries. The Committee, therefore, require that 
the normal practice in the public sector enterprises should be 
to have a full-time Managing Director and a part-time Chair-
man as the head of the Board. The Committee would recom-
mend that the matter may immediately be examined by Gov-
ernment in all its remifications so as to bring in the desired 
changes." 

Gc vernment furnished the following reply to the observation of tho 
Commttoe:-

"The policy in regard to the appointment of Chief Executives of 
public enterprises has been reviewed by Government from time 
to time. The Administrative Reforms Commission in their 
report (1967) on Public Sector Undertakings had recommended 
that the public enterprises should be headed by a full-time 
Chairman-cum-Managing Director. Government decided, 
that as a normal rule, there should be a full-time Chairman 
and Managing Director. However, there might be exceptions 
where the Chairman might be only a part-time one. In such 
cases, there should be a full time Managing Director. 

'Ibis policy was reviewed again in 1976-77. The particular point 
made by the COPU in regard to the danger of excessive conceo-
tratiOil of power as a result of combining the two posts was also 
examined. The Boards of public enterprises, in Indian situation 
haw ~xecutive responsibilities. A good deal of 
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the responsibility for overall policy formulation and direction, 
the evaluation of performance etc. vest with the Government 
i.e. the administrative Ministry, and the Planning Commmission 
which is not the case in the private sector. The Government 
has also the responsibility to evaluate the personal performance 
and contribution of the chief executives. Government has ade-
quate powers to check any abuse of authority on the part of 
the chief executive whether he is Chairman-cum-Managing 
Director or Managing Director. There is, therefore, no such 
danger of excessive powers being concentrated in the Chairman 
and Managing Director as apprehended by the COPU. It may 
not be correct to generalise on such dangers based of the COPUs 
findings on an individual case. As a normal rule, therefore the 
balance of advantage, based on experience, would be to com-
bine the two posts of Chairman and Managing Director. The 
Government, however, recognised that there may be excepuoaal 
circumstances where it would be preferable to separate the office 
of Chairman and Managing Director. 

2.4 ne suceess of paIJIic sector depelllls .... Iy 011 tlaeir Boards .01 
M -=.... and bo.w they fuactioa. A time _ eo.e to nflew the 
.cructure, die size and the compositioa of tile Bo_ of M8IIIIgement with 
a view to see how far these are conducin to achieving tile results expected. 
TIle Boards of MlInlIgement of public enterprises are at present .ardly 
policy maIdJIg bodies. Major policies and crucial deciliioJn are made by 
ihe Govemment wbicb are to be implemented by the Boards. The Boards 
01 M8II8geDIeDt of public eaterprises do DOt have mucb or final say ia 
4nnring up the policies. The Board have, therefore, to be necessarily of 
a mixed c.aracter, partly policy fonnalating bat largely fuactiQaal. This 
luis beeD well recognised by tile AdmiDistrative ReforDllJ 
Commission wbicb examined the pablic seetor aadertaldDgs. TIle 
Commission bas recOllllDellded that a Board sboaId consist of a fuD-time 
ClWrmlllK1lm-MaoagbIg Director, a few-ttime fuadiooal Directors oo.t 
IIIOfe than two Govermaeat represatatiyes aad two or three part-time 
Members from oatside the Goyernment. . 

2.5. The illfoJIIIIIdeiD obtaiae4 by tile Committee from 179 pubUc 
enterprises reveel tIIat in a _jority 01 cases dIere 8ft DO fuaetiolUll Direc-
tors at all. Further in 14 cases wIIere there is a lui time CbaiI'llUlll there 
is DO M_agiag Diretcor aDd in tea cases where there is • part-time Chair-
1l18li there is DO Maaagiag Director. In a few CMeS both the Cbainnan 
and the Man~ng Director are part-time appointees. All this shows tbat 
1Ite structure of the Board as is obtaiaine today is DOt at all what it ouebt 
to be. The Conunittee hAye diSCDSsed the size and the composition of the 
Board in tile succeeding seclions 01 this Report. 
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1.6. 'DIe CoauaIUee .... CM:a8iaa to gq iato tile top appoiIItmeDts ill 
.. COIItext of dIeir n-iwatina of aile CeaaraI I..aIaU water Tnpsport 
CorporatiG'" Ia dIeir 9dt Report (6da Lok Sabba . preseated to Lok SaIIIIa 
oa 16tll April, 1978), CIIey ..... recommeaded that tile necessity of llaWig 
• part ..... 0Iaira ...... fuII·time Maugiag Director should be examiDed. 
SfnuIpIy ellOlllla eve. in die coatext O,f the misenbIy deteriendiog perf 0, .... 

maace of die pabIk sector IIIIIIertakiDgs tile Govel'llllleDt bave not consider-
ed it IIeCeIIIIII'y to llave this arraagemeat lIS a nile. The CGmmittee find 
.... iD as lII8IIy 88 83 pubtic uncIerbIlWI&s tllere is a Chainnan-enm-
Maaagiag Director. la tile coatext of imperative need to bave a mixed 
type of Board it is abIolutely aecessary to IMlve a separate MIIDIIging, 
Director in acIcIitioD to' a part-time CIIainaaD. 

1.7. The post of Chairman should not be an o'ftic:e of profit and aD 
elected represeatative Gf the people i.e. a Member of Partiameent could be 
made the Chairman. Tbe Board Gf Ma~ment should consist 6f about 
6ae-tbird 6f Members taken from amongst Memben of Parliament, 6ne 
Member not beiag associated with more than two. Boards at a time. Tbe 
teRre of Members of PIIIIiameaa OR the Boards could be three years. lit 
this coanedioa, tile C~ttee wisll to poiDt out dlat ia gov~ bodies 
of .... OIIOIDCMIS lastitatioas such II!i Tea Board, Tobacco Board etc. the 
Memben Gf ParliIlllleDt are represented. The reasoa behind this is tbat 
an elected repre5eDtative is lIOIWerabie to the people with regard to. sacce58 
and failure ia the!!pllere iD wlllcb he is caled upon to. take up responsibility. 
HGwever, it is to be noted that in today's context a Member of Parliament 
has bardly beeD given any _pRlent through which he can give an aecnUDt 
of hilll8elf. It wiD be wholly undesirable to. Dominate to the Board super-
aDODated aad ap peno_ aDd penons who 1ft not acquainted \Vith the 
requirements of an Indu!itry or trade nr eCOnomic operatioa relevant to, the 
activities of • partIadar pablic sectOr uadertakiDg. The C6mmittee bave 
noted witII great di!IappoJDa-nt that some 6f Directors drawn from inside 
G6venunetd have aded more lIS • mere 'Ditto men' aad have hardly taken 
pain to exlUlliae and andertakiJlgs. 'I1Iere are instaDI:es where a particuar 
of tbe public undertakings, Tltere 1ft blstaaces where a partienlar ntlkial 
has been made Director of a number of public undertakings, and besides 
his routine job. due to paudty of time and ........ ImitatieJIs he is, even 
if wim~ unable to' apply hi! mhtd aDd/or to. lid to the best of his ability. 
The Committee are verv finnho of file opiaioD after the results nf decades 
nf trial that the lime ~ ce~ when peoples eleded repre!ll!lttativ\~ sIIouIIJ 
have ~ter involvement in procIudive wort; in 8 tIemomIcy sndt ti ours_ 



III-TENURE OF TOP APPOINTMENTS 

3.1. The Committee, reiterating the recommendations of the Estimates 
Committee (52nd Report, 3LS, paras 45-46) stated in their 23rd Report 
(1965-66) that the incumbent to the post of Chairman should be selected 
carefully and appointed for a minimum term of five years, so that he was 
able to fully implement the plans and programmes entrusted to him and 
contribute to the efficient and economic working of the enterprise concerned. 

3.2. The Committee on Public Undertakings have in their 68th Report 
1974-75 (5th Lok Sabha) on Cotton Corporation Ql IQ4ia expressed as 
follows:-

"The Committee regret to note that since the inception of CCI in 
August, 1970, there have been 'frequent changes in the incum-
bent of the post of Chairman in as much as there have been 
six part-time Chairman appointed within a span of about 4 
years. They were informed that the appointment of the pre-
sent Chairman in November, 1974 as part-time Chairman for 
two years in the first instance was with a view to ensure better 
continuity in the Chairman's tenure in future so that the Cor-
poration could benefit from his guidance and direction.. . Tho 
Committee wish that the consideration of continuity for a 
reasonable length of time should have weighed with the Govern-
ment right from the inception of the Corporation. They feel 
that it is esse~tial to have stability at the top level for the effec-
tive functioning of the Corporation. They hope that this 
consideration will not be lost sight of hereafter and frequent 
changes of Chairman would be avoided in the interest of better 
functioning of the Corporation." 

The recommendation was accepted by Government. 

"3.3. In spite of the policy in regard to minimum tenure of about five 
years for top management posts in public undertakings, the Committee have 
found from the material furnished to them that there are very few case~ 

where the Chairman or Managing Director of a public undertaking has 
remained in position for five years or more. 

3.4. The Committee have in particular gone through the actual tenure 
of persons appointed to top management posts in the case of public under-
takings selected by them for detailed examination or studied by them during 

I'" 
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toun ill the years 1977-78 and 1978-79 besides a few others and the follow-
iIlg picture has cmergcd:-

S.No. Name of the Public undertalrlnp 

Bharat Ht'avy Electrica1s I..td. 

• Central l"JJhcri .. Corporation Ltd. • 

s C.I.W.T.e. • • 

4 Cattral Warebouoi", Corporation 

~ ao,ineen India Ltd. 

6 Minerals I: Metal. Tradi"l Corporation of 
lDdia Ltd. . . • • • • 

7 Pood Corporation of India 

8 lDdustriai Development Bank of India. 

., Intc:",wonal AirJ>:lI'1S Authority of India • 

10 T.A.F.C.O. 

Pooition n reprd to actual teat-
ure ofholden oCtop management 

pOIII 

3 

The Full.time Chairman aDd 
Managing Din:ctor was appoiD-
ted Oft 1I11-9-1973 and left oIIic:e 
01\ 31-8-1977 •• 

'I'M Managing Director wu 
appointed in 1974-75 and oerv-
ed CIIIly upto 3Jo1l1·1975. 

Between 1-11-19711 and 1I3-11-1977 
tba'f! were three or four 
~ in the incumhmt of 
the pools of ChairmanJMauuog-
i"I Director. 

Between lIS"9"1970 and 1-1I-1977 
there were three part time 
Chairman. 

Between 1.4--1974 and 31'3-19,8 
there were three changea in 
tbe incumbent of the post 0 f 
Chairman and Managing Dir--. The full time Chairman appointed 
IS'U-197S was changed on 
30-3-1977. From 30-3-1977 
upto 1'7-1977 a part-tinle 
Chairman was appointed. A 
full-time Chairman appoiated 
on 1'7'1977 is still continuiag 

The full-time Chairman appoinaed 
on 1'4'1974 remained 
only upto 1~7-1977. Simi-
larly, full time Manallinlr Dir-
ector appointed on 1-4-1974 
relinquished office Oft 1,-11-
'975· 

Between 1'7'1974 and IS-1I·19'76, 
there were three changes in the 
incumhmt of the post of Chair-
man and between 16-11I-19'76 
and 30-1>-1977. there were two 
ch ....... in the"""t ofCbairman-
_Managing Directar • 

Between lI9"9"I973 aDd 3"9"1977 
there were three cbanga in 
the incumbent of the post 0 
ChaUman. 

There were two changes of Chair-
man between 4-8-75 to n·.·77 
and three changes of Mg. 
Director between 5-1-197l1 to 
1I1·4·1977· 

• Another CMD (Shri S.V.S. Ragbavan) appointed w.r.f. 1-9-19771ell the CGr-
.paration on 5~1978. 



l:t ----------------------------------- 3 ______ __ 
I I Bharat Leather Corporation Only a Chairman-CIIm-Managing 

Director from 19-8-1976 to 
31-3-1977. 

.. Hindustan Photo Films Ltd. 

13 Delhi Transport Corporation 

15 Banana &: Fruit Development Corporation 

Ii Indian Drugs &. Pharmaceuticals Ltd. 

17 National Testile Corporation (M.P.) 

18 Bharat Dynamics Ltd. 

19 India Tourism Development Corporation 
Ltd. 

20 National Textile Corporation (A.P. Karnataka) • 
Kerla. and Mabe). 

No Managing Director but only 
a part-time Chairman from 
1-~-1975 to August, 1977· 

There were four changes 0 f 
Chairman during the years 
1974-75 to 1977-78 . 

No Chairman or Managing Dir. 
ector from 7-3-1977 to n-7-
1977. Onlya Managing Dir 
ector is there and there were 3 
changes of Managing Director 
since '-4-1970. 

There have been • chan_ of 
CMDin. years during 1976-77. 

Post of Cairman-&um-Ma~g 
Director' onJY-3 changesllnce 
1-11-1974· 

Part time changed thrice between 
1974-1978. 

Four changes :of Chairman during 
1974 and 1978. 

Four changes of CMD from 
18-1-1975 to 9-6-1977. 

------_._---_ .. _---------
3.5, TIle Collllllittee very modi regret to note tbat in a ~racy where 

legislature is aD importaat orpa 01 the State, tlleir reCOllllDelldations have 
lODe unheeded wllich wiD be seen from the foDowing facts; 

3.6. The COnmUttee have time aDd again pointed out the imperative need 
tel ensure co.mDDity and stability oJ top appointments. The general policy 
0( Govenuoent is to have a tenure of 5 years in top positions of public 
aterprises, ID Ktual practice however tllere have been for too mBDY 
dImges wIIicb are boImd to .«eet the working of tile enterprises. A test 
dlrc:k by tile Committee lias sIiown that the average tenore of Chairman! 
MaiIaPtg Director is less than two years in a number of cases, besides 
YIlC8Dcies remaining unfilled for considerable length of time. S..:II a 
litadon can only be attn"buted to defective selection methods. 

3_7. If men are properly screened with reference to their qualificatiOli. 
experience and aptitude for empanelment for appointment to top positions, 
pre_tore tenninatiOD of appointmeats wool. not be there. FurtIIer by now 
die public enterpmes tbemselves should be in II positiou to throw lip mllll 
to man sucb positioas. Such men with the potential to run an enterprise 
should be identified fairly early to .same die respoll8l'bility. It would also 
be essential to place a successor in pMitioD six months abead !IO that hE' 
could equip himseU to take over the top position and be ready with his own 
future plan~ for tbe enterprise. 



IV-SIZE OF BOARD OF DIRECTORS 

4.1 The size of Board should be related to the volume and variety of 
work and the need to provide representation to variolB interests. It should 
not vary from year to year; otherwise it would give an impression that the 
strength of the Board was determined on ad hoc basis. 

4.2 According to the guidelines issued in October 1972 by the Bureau 
of Public Enterprises referred to earlier in this Report, total strength of 
Directors on the Boards of multi-unit and multi-regional Public Enterprises 
should be of the order of 12 to 15. In relatively smaller enterprises the 
strebgtb sbould be between 8 and 12. 

4.3 On a selective basis, the Commitee have looked through the Memo-
randa and Articles of Association of the Public Undertakings taken up by 
them for detailed examination, and an important feature that has come to 
tbe notice of the Committee is that there is a wide gap between the minimum 
aDd maximum number of Directors prescribed for the constitution of the 
Board of Directors. A few cases of Undertakings where the gap is un-
understandably wide are shown below: 

SI.No. Name of Undertaking Strength or Directors 
as pre.oJCribtd in 
Articles of A<;'I;ociatioD 

Mini- Maxi-
mum mum ------_._-- -----------------

I Bharat Hra,'Y Electrical, l.td. . 

51 C'.cntral Fisheries Corporation Ltd. 

3 C.I.W.T.C. 

4 Hindustan Zinc Lui. 

5 Electronics Corporation or India. 

6 J ute Corporation or India . 

• ~<.t .. 

20 

15 

2 

2 J2 

12 

2 

4 15 



4.4. In connection with the laying down of the number of Directors OIl 
the ·Board, it has also come to the notice of the Committee that ill almost 
all the cases, only the number has been indicated without showing in detail 
the interests that a given number of Directors should represent on the Board. 
It is only in the case of Industrial Development Bank of India that a further 
split of the total number of Directors has been shown. namely:-

"(a) not more than twenty directors nominated by the Central Gov-
vernment of when-

(i) two directors shall be officials of the Central Government; 
(ii) not more than five directors shall be from financial institutiOns; 

(iii) two directors shaH be from amongst the employees of the 
Development Bank and the financial institutions, and of such 
directors, one shall be from amongst the officer employees 
and the other from amongst the workmen employees selected 
in such manner as may be prescribed; 

(iv) not more than six directors shall be from the State Bank, the 
nationalised banks and the State Financial Corporations; 

(v) not less than five directors shall be persons who have special 
knowledge of and professional experience in science, techno-
logy, economics, industry, industrial cooperatives, law, indus-
trial finance, investment, accountancy, marketing or any 
other matter, the special knowledge of and professional 
experience in, which would, in the opinion of the Central 
Government be useful to the Development Fund." 

4.5. The Committee have indicated earlier that the Bolll"lk of Manage-
ment of Public Enterprises sbould include besides the Chief Executivl", 
functional Directors and part-time Government as weD as non-official 
Directors. The minimnm size of the Board would tbus be somewhere around 
7 and maximum conld go upto 11 depeading upon Jbe .ature of the enter-
prise. There should not be any arbitrariness in fixing the streugth of the 
Board from time to tbne. ' 

4.6. Although the relevant Acts in Ole case of Sfatatory Corporations 
and tile Articles 01 Association in tile case of Government Companies in-
dicate the !Ifrengtb of tile BoIInI, tile Committee have DOticed that there Is 



• very wide gap betweea the miDimum 8IId the maximum laid doWD. 
Further tile compositioD 01 the Board aod ability of JIOIIoOtIicial DirectorlJ 
(In CIIe Board do not seem to bave been iDdicated almost ia sa tile Articie8 
_ Associations of tile Government Companies. The Commilke suggest 
..... the Articles of Association should be suitably amended witbout delay 
to provide tor a d08el' raage of membership of tile Board and to lay down 
reqnirements of the members wherever necessary. They would com-
mead die provisioJlli ia respect of the IndnstriaI Development 8MIk of JncIa 
for adoption with such modification as is aecessary in odter cases. .. In de-
bing the compositioD 01 the Board, the need to have adeqnate represeata-
lion of the MemlJers of Parliament as stressed earlier in this Report, sbouId 
be taken into account 



V-APPOINTMENT OF PART-TIME GOVERNMENT DIREcrORS. 
ON THE BOARD OF DIRECTORS 

5.1. The Administrative Reforms Commission in their Report on Pu~ 
lie Sector Undertakings--October, 1967-had inter a1ia ~lpIDended that 
'not more than two part-time Government representatives should be ~ 
pointed on the Board of Directors of a particular Undertaking'. 

5.2. The Committee find that on the basis of the recommendation of the 
Administrative Reforms Commission the Government have already taken a 
decision that 'ordinarily not more than two Government representatives. 
should be appointed, but in exceptional cases and for good reasons, the 
number might be exceeded'. 

5.3. In October, 1978 the Committee had called for information about 
Government Directors serving on the Board of Directors of Public Under-
takings. From the information received so far, which covers only 145 public 
undertakings, the Committee find that in spite of the above-mentioned re-
commendation of the Administrative Reforms Commission and Govern-
ment's acceptance thereof, the number of official Directors including re~ 

presentatives of other undertakings/DePartments/State Governments on thd-
Board of Directors not only exceeds two but is also abnorma\1y high as. 
compared to total number of Directors, in a large number of cases as 
shown below:-

S.No. Name of Undertakillgi 

2 

I Andaman & Nicobar I.lands Forest" Plantation 
Development Corporation 

2 S~te Farms Corporation of India, New Delhi 

3 Central Warehousing Corporation, New Delhi 

+ Food Corporation of India. 

2 3 

To~l No. of No. of 
No. of Gov,"",- Govern-

Director; ment ment 

9 

15 

15 

II 

II 

Directon Directon 
included in· 

Co1.4 

4 5 

9 5 

6 4 

+ + 
+ + 



.5 Modem Bakeries (I) Ltd. 

6 Water" Power Development Conaultancy Ser· 
viceo (India) Ltd. 

7 BaDaDa. Fruit Development ~,Mad­... 
8 Mineral •• Metal. Trading Corporation c( India 

Ltd., New De",i 

9 TndeFairAuthorityoflodia, New Delhi 

.0 Slate<lberaicalaaad l'IIanucleutic:. CoJperation 
m India Ltd., New Delhi. 

~ I Sc.ae Tndina Carper .... c( Iodia,-New Delhi 

12 Proj_" Equipment Corporation of India, New 
Defhi • • • • • . . • I, HlnduataD Teleprinten Ltd •. Madraa. 

14 Indian Telephone Induolries Ltd., BanpIoJe 

15 Bharal BIeca-iCi Ltd.,BaDpIore 

16 Hindusran Aeronautics Ltd., Banplore 

17 North Eastern Electrie Power Corporati_Pvt. Ltd., 
SlBlJaeg • • • • • •• • 

IS HiDduataD Latex Ltd •• Trivandrum . 

'9 Bharat Heavy Electrical. Ltd., New Delhi • 

sao Fertilizen &: Chemicals Travancore Ltd., Kerala. 

1Z I Hinduatan Antibiotia Ltd.. Poona 

aa Hlnduatan lnaecticida Ltd., New Delhi 

as National Fertilizen Ltd'J New Delhi 

!If Rashtriya Chemicah &: Fertilizen Ltd._ 
Bombay. 

lI5 Indian Railway ConatructiOD Co., Ltd., 
Delhi 

New 

e6 Rail India Technical" Economic Serviceo Ltd., 
New Delbi • • • . • • • 

a 7 Mineral ExpIoraIion Corporation Ltd., N""' .... 

8S Rehabilitation IndustrieaCorporation LId.,CalCUIta 

R9 Natioaal Buildinp Conatruction Corporation Ltd., 
N~ Delhi • • • • • • • 

30 E1eCtrODico TrMIe &. Tec:hnoI""" DeveIOJllDCllt 
-CarporaticiD c( lndia, New Delhl 

3 

8 

12 

10 

.'1 

5 

9 

6 

6 

7 

9 

10 

15 

10 

" 
10 

5 

7 

8 

12 

5 

8 

10 

9 

10 

LS 

4-

.5 

12 

4-

7 

.5 

4 

6 

4-

4-

6 

9 

S 

12 

7 

4 

.5 

4 

4-

4 

5 

.5 

5 

6 

6 

7 

6 

5 

.5 

II 

4 

7 

.5 

4 

6 

4 

4 

4 

'i 

4 

5 

4 

4 

.5 

4 

4 

4 

.5 

5 

5 

.5 

.5 



2 3 4 5 

3 1 National Research Ikvelopmcnt Corporation of 
of India, Now Delhi II 6 5 

32 Telecommunications Consultants India Lid., New 
Delhi • 4 

33 Artificial Limbs Mfg. Corporation, Kanpur 10 5 :; 

M Cottoo Coo>ora'ion of India 7 5 

35 Hindustan Cables Lid. 10 ,0 4 

36 Jute Corporation of Iodia :: 5 

37 National lollrumeo ts Ltd. .; ~ !> 

sa Bongaigaoo Refinery Petrol Chemical Ltd. 7 5 

39 Kudremukh Iron Ore Col Ltd .• 12 6 5 
------- - ---- - --_. ----

It has often been advocated by the Committee that the Board of Direc-
,tors should be broad based. It should be composed of various interests 
and experience. While commenting on the functioning of the State Trading 
Corporation, in 1969 in their 51 st Report (4th L.S. the Committee express-
ed a hope that the association of representatives of industry and trade with 
all the major activities of the Corporation would help the latter to take ad-
vantage of views and experience of the private bodies and thus serve the 
interests of both private and public sector industry effectively. 

5.5. In their 40th Report (5 L.S.), the Committee recommended parti-
cipation of workers and their representatives at all levels, beginning from 
the shop level to the Board of Directors, with a view to promote industrial 
harmony and maximise production. 

5.6. According to the guidelines issued in October, 1972 by the Bureau 
of Public Enterprises referred to at page 4-6 of this Report the number 
of part-time non-official Directors on the Boards should be 1 i3rd of the 
total strength of the order of 8 to 15 depending on the size of the under-
takings. The question of representation of workers on the Board of In-
dustrial Enterprises was being pursued by the Department of Labour and 
Employment. 

5.7. n.e c....mtee Dote with C01ICem ..... despite a deci8ioa'" 
.,. Gov~ .. o.Iy ill excepdoaal elISa .... for good rell80DS die 
......... c6:iId aepaeseutliitives OR tile Boank of M.......-. may I.e 
....... iD ~ twe, tile telll1eEy _ to he to 1_ lie Boards with 
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ollicillls without &By rlayaae or rea5Oa. Out of 145 eaterprise8 Mudied '" 
the Co.mmittee, in 39 cases wlaere tile streDgtIa o.f tile Board I'lIIIged from 
4 to 15 die DUmber of part-time ofticiaI Directors IWIpd frHa 4 to' 12. 
1'Iais does DOt go. weD witla die coac:ept o.f aurollOmy ud tile DIdure o.f 
the ac:tivities of tbe public eDterprises. In -t, tIais proves dlat die 
pubIK: undertakings enjoy little auto.no.my. 

5.8. To. quote a few glaring eumples, die Water IUId Power Develop-
ment Co.asubaDc:y Servkes India Ltd.. Tele-CommaniaIIioa Coosultaac:y 
llldia Ltd., Co.tto. Corporatio.n o.f India, Hindustaa Cables Ud., and 
NatioRal Instrument Ltd. have o.nly o.lIidal Directo.rs aumbering 4 to 12. 
1be8e are almost whoDy Central Govt. o.tlic:iaIs. Thus the Boards have 
bee. Co.DVerted iDto. mere iDter-departmeDtal 00IIIIDittees of Government 
and IIOtIaiDg el8e. The Co.mmittee do DOt fiDd my reasoR wily there is 
virtually IIQ otIaer representation o.n these Boards. 

5.9. AD illlaereDt danger iD gJOS'i o.ver-represeatatioa of aM 0.8icials .,. 
the ao.d is, the aumber of enterprises beiac bqe, tile smae oOidal of a 
Miaistry is reprueafed o.n a numbu o.f Boards IIIIIkiDc it impossible to 
have any "ortlawlaile matributiQo. Tbe Committee we dealt witIa tltis 
qaestion elsewlaere iD tIais Report. They wonder wlaetber there was any 
"atc:h o.ver tIais pusitioa ceatrally iD Gov~nt, say ia die Bureau of 
Public Enterprises. They are o.f tile view tIaat tile co.mposition of all tile 
Boards sbould be immediately reviewed with a view to. a1teriDg it iD II mllll-
Der that is productive o.f I'e5IIlts aad cutting do.wn the aumber of o.fficial 
Directo.rs to tile barest minimum. 

5.10. There is no need to' nominate representatives o.f aU the Depart-
mentsjMiDistries co.nDe«:ted witll the activities o.f a particular ent~ to' 
its Board. A minimum number o.f, say, two., o.tlic:ials sbouhl be able to. 
represent the Govermr.'!nt interest fo.r real ac:tive participation. 

5.11. The Co.mmittee have been stressing the need to' have a broad· 
based Board o.f Directors which should be co.mposed o.f various interests 
(barriag from private Sector) and experience ~h in Government and ill 
Legislatures, and of men o.f public standing, Kademiciaas, journalists, 
econo.mists. sociplogists, professio.nals etc. They laave particularly desired 
that the participation 0( Wo.rkers' representative in the Board sbooId be 
easured with a view to promote ind1lStria1 lIanDOny and auimbe produCOo 
tIon. It should be remembered tIaat tile ,utili«: sector enterpd.es emp&e," 
aearty 2 1DiIio. persOD!i _d dlat laboar is 88 important fJIdDr 0( predac-
tIoL There ....... be always .. empIIIIsB on .. ~ .... b I.,. 
and aeadag coaditioD!i iD which tile ,,'Orkers could give their best. 'I1Ie 
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eo-ittee notice duIt the quesOOn of representation of workers 9B tile 
.... of Indasarial Eaferprises was being pursued by tile DepenDleld of 
lAbour and Employment. 11tey would insist dial a decision in this regtri 
IIIoaId be taken early and suitable representation of workers on die 
Boards easured. 



"'-SAME GOVT. OFFICER SERVING ON VARIOUS PUBUC 
UNDEIt.TAICINGS 

6.1. The Committee further find that in a number of cases the same 
ofticer of a particular A,dministrative Ministry has Peen nominated to 
Mr\'e as part-time Director on the Boards for too many public Sector 
Undertakings. A few instances of this type collected, on a selective basis, 
are given ~low:-

S.No. Name 

(I) (~) 

I Shri S. M. Gosh 

DesigDation with IUUIIe or Names or undertakinp on 
MiDiItry/Deptt. in which wh_ Board of Directors 

workiDg working 

Addl. Secy. M.iDistry of I. H.M.T. 
IDduotry. 

28 

2. H.M.T. (IDtematiODal) 

3. Bum StaDdard 

5. Projecta &: Equipment. 
Corporation. 

Ii. S.T.C. 

7. llcuithwaite, Bum aDd, 
Je.op 

8. CaaltructiOll Co. Ltd. 
Calcutta. 

9· HiDduItu Moton Ltd. , 
Calc:utta. 

10. Premier Au1omobiIa 
LId., Bombay. 

II. Braithwaite &: Co. LId.. 
Calcutta. 

I~. Je.op &: Co. 
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2 , .. 
Q Shri A.P.V. Krihnan Integrated Pinancial Ad-

viler' and Add\. Secre-
I. Rind_ Paper Corpn., 

tary,Ministry of Industry. 2. Engineering 
Ltd. 

Project (I) 

3· Rind_ Photo FilOII. 

4· H.E.C. 

5· B.H.E.L. 
6. Scooten India Ltd. 

,. H.M.T. 

8. N.I.D.C. 

9· Braithwait &. Co. 

10. M.A.M.C. Ltd. 
II. Jeaops &. Company. 

3 Shri N. a_jan T t. Secretary &: Financial I. Bharat Brakes &. Valves 
Adviler, MiniItry of In- Ltd., Calcutta. 
dustry (Deptt. of Heavy 
Industry). 2. Bharat Heavy Electrical. 

Ltd., New Delhi. 

g. Braithwaite &. Co. Ltd. 

4· Bum Standard Co. Ltd., 
Calcutta. 

:; 
5· Engineering Projecll 

(Jodia) Ltd. 

6. Heavy !"l:.:ieering Cor-po...oo D •• Ranchi ,. Hiod_ Machine Tools 
Ltd., BllDgaJore. 

8. J..op &: Co. LId., 
CaIartta. 

9· Scooten India Ltd., 
Lucbow. 

10. ~ Mainlllw>ce 
Corpor.tioD Ltd., Bombay 

4 ~::--'R. Joint Seaetary &: YUWlCia1 I. PertilizenCorpn. oflDdia, 
MviIer, nee.u- ofCbeml- New Delhi. 

caIa &: Pertilizen (Milly. 
PertUizen &. of PetroIeuIII). Q. Chemicals 
T_core Ltd., Udyog-
mandal. 

3· Pertilizer p\aJmin and 
Development ?India) 
Ltd., DIuoaI.ad (Bibar). 
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3 

Joint Secretary, DeptL of 
Hca"Y~. 

4- Hind_ Antibiotic. 
Ltd., Pimpri. 

5. Hind_ Pertiliaer Co,.. 
poration Ltd., New 
Delhi. 

6. HiDd_ Orpnic Che. 
micab Ltd., Raayani. 

7. Natioaal PertiliRn Ltd 
New Ddbi. 

8. Rashtriya Chemicals Uld 
I'ertin-.. Ltd., Bombay. 

J. HiDd_ PreIab Ltd., 

R. Braithwaite It Co. Ltd. 

,. Bum Standard Co. Ltd. 
Calcutta. 

4· ~ Projeet (I) 
Ltd., -

5- Wqon lDdia. 

6. RichUldooo '" Cruddu. 

7. J~ '" Co. 

Addl.Secretary, MlDIatry 01 J. I.'. o;.C.O. 
~1ftJ. 

lIo 1.5.I.C.0. Stu_ Pipe 
'" FOUIIChy Ltd. 

,. Kudremukh Iraa Ore Co • 
Ltd. 

4- N.M.D.C. 

5. S.A.LL. 

6. M.M.T.C. 

, : Hi V. S. Adwya • 1 irmw (FUw>ce), IJ:adw. I. Bbarat 0pthaJmie Glaa 
triaI~ Ltd. 

3. 1".tr"mentJIDnn Ltd. 

4- Natioaal ~tI Ltd. 

5. N.8.I.C. Ltd. 



8 Dr. D. N. Prasad 

31 

6. Sambbar Salt Ltd. 

Joint Secretary, (ALS) I. Bharat Electronics Ltd., 
Deptt. of Defence Pro- Bangalo~. 
duction Ministry oC DeC. 

~. Garden Reach Ship-
builders &: Engineers Ltd_ 
Calcutta. 

3. Goa Shipyard Ltd., Goa. 

4. HindlJltan AeronauliCl 
Ltd., Bangalore. 

5. Mazagon Dock Ltd. 
Bombay. 

6.2. According to the guidelines issued by the Bureau of Public 
Enterprises in October, 1972, appointment of Government representatives 
on the Boards should ordinarily be restricted to the dealing Joint S~cre­
tary/Director, but in the case of some Ministries other officials might be 
chosen inter alia to meet the conditions about the number of Directorships 
held by each officer. Further while Finance Ministry representatives may 
,be appointed to the major Public Enterprises, the relatively smaller enter-
prises may do without representatives of the Finance Ministry. 

6.3 It passes the comprelleDsion of the ComnUUee how wbole-tbae 
IOvenunent oftidaIs could be appointed to a very J.ge number of Boanll 01 
pahIic enfKprises which is some cases is as bigb as 10 to 12. For jastllllCe 
_ IntegrMed "..... AcIvi80r of a.e Ministty of IJIcIustry is associated 
wlda 11 Boards ad Additional Secretary or the Ministry of Industry b 
8IIOc:iatecI wida 12 Boards. Such ofticen wonId DOt obviously be in a 
positioII to do justice to their work either in Government OJ' in dae Boards 
of the eaterprises. 

6.4 11ae policy of dae Government peculiarly enongh seems to be to 
necessarily have the o8idaI dealing with dae particn1ar enterprise and a 
fiaaDce represemat:ive on the Board of that enterprise. Altboagb It may 
be that tile officer dealing wIda an enterprise can bave a first..Jland know-
ledge of tIaat enterprise when DOminated to tile Board of that enterprise, 
there CIUUIOt be an objective scratiay by him ill the Ministry of the deci-
sion of the Board to which be lias been a party DOl" can there be an inde-
pendent appraisal of the working of the entrrprise in the Ministry. Fur-
ther wllIt every change in the dealing ofticer theft wiD be a change In the 
DirectonIIip. TIle policy daerefore needs a cbaqe. TIle Committee 
1tro~1y feel that Government represe1ltafives should be selected OD the 
basis of their ability and eIperieDce aDd not by virtue of tile office that 
flley bold ill a )IIIlficaIar MiDistry. III dais couection attention is drawa 
to PanIgI .... 150(2)("dJ") of lite 2nd Report of CPU (SixftI LS preseated to 
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Lot s.bIaa OB 11.4.1978), DleJItioaiJIg a case wIIen;ia admiftedly aD 011-
daI part tIaIe Director ... DO e:qerieIIce of beiag OD die BOIri.... had 
JDereIy beco.e • party to dec:iIJioaI tIIba by tile Boan!. In.ay case if 
tile policy of bniag die cIeaIiDa o8icer oa tile Board results ill .. absurd 
situatioD 01 Ilk ..... &0 be oomiDated to a bqe DUIIIber of Boards die 
practic:e IIIIISt _ ... " .. edlately. 

6.S. 'I1Iere ougIIt to be rigid restridioD8 OD die Il1UIIber of directorships 
of tile officials if dleir participatioa iD tile liliiii......... of public secter 
eaterpriBes Is DOt to be reduce4 to a farce or a mere fonaality. The 
Coamaittee would lICroagly urge that as a matter of policy, wllicb should 
be stricdy acIIIered to, DO particuJar officer of .. y MiDistry or DepartmeDt 
should be appoiDted &0 serve as part-time director OD more tbaa two pubHc 
eaterprises. 



VD-APPOINTMENTS OF GOVERNMENT SECRETARIES ON THE 
BOARDS OF DIRECTORS OF PUBLIC UNDERTAKINGS 

7.1. The Committee find that in November, 1961 Government had de-
cided that "no Secretary of a Ministry jDepartment shall be a Member of 
any Board". The Estimates Committee (1963·64), in their 52nd Report 
(3rd Lok Sabha) had also observed as follows:-

"The Committee have expressed themselves clearly on many occasi-
ons about the inadvisability of the practice of associating senior 
Secretariat officials with the Boards of Directors of the Public 
Undertakings. They have pointed out that (i) the practice 
leads to blurring of responsibility of the Secretary of the Minis-
try who has to advise the Minister on matters of policy whil. 
at the same time, as the mem.ber of the Board, has to share 
responsibility for the execution of those policies and; (ii) it is 
not possible for such an official to give efficient attention to 
the affairs of the undertakings in addition to performing his 
normal duties. The Committee would like to add that decisions 
at the Board meetings are arrived at by consensus of opinion. 
It may well happen that if the Secretary is out-voted, he can 
be embarrassed if he has to fight the recommendation before 
his Minister. The Committee do not understand why the 
Secretaries or Additional Secretaries have been appointed as 
Chairman in six undertakings some of which were set up 
as far back as 1950. It is unfortunate that this arrangement 
is being continued despite Government's decision against it. 
Once a decision is arrived at and cQIDmunicated to the 
Parliament, the Parliament expects that it would be acted 
upon." 

7.2. The Committee on Public Undertakings (1964-65) Third Lok 
8abha-in their First Report on National Buildings Constructions Corpo-
ration Ltd., New Delhi, in this connection observed as follows:-

"The Committee consider that the appointment of the Secretary of 
the administrative Ministry as Chairman of a public undertak-
ing, was ill advised as these busy officers could not obviously 
be expected to spare sufficient time to effectively supervise the 
affairs of the Corporation which was expected of them in their 
capacity as Chairman. Moreover such an arrangement is not 
conducive to assessing the working ane efficiency of the Corpo-
ration in an objective and impartial manner by the administra-
tive Ministry. The Committee regret to point out that the 
continuation of this arrangement after November, 1961 was in 
clear contravention of the decision by Government on the re-
commendations of the Krishna Menon Committee, that no Se-
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cretary of a MinistrylDepartment shall be a member of any 
Board. The Committee trust that in future Secretaries would 
not be appointed to the Board of any Public Undertaking." 

The Government had replied in November, 1965 that the successor was 
a non-official. 

7.3. The Committee on Public Undertakings (Third Lok Sabha) in their 
23rd Report on Indian Airlines Corporation has also deprecated the practice 
of appointing Secretary as Chairman of a Corporation. The Committee 
felt:-

"In the formulation of a decision within the Ministry, the officials of 
the Ministry are likely to assume that the view of the Corpora-
tion have the approval of the senior most executive of the Minis-
try and as such their views are likely to be biased. Further 
more the presence of a senior most officer of the Ministry in 
the Board hampers the autonomous functioning of the Corpo-
ration and does not provide sufficient incentive to its Chief 
Executive to take independent decisions, however, he may try 
to do." . 

When it was pleaded that proper coordination ,between Director 
General, CiVl1 Aviation, and Indian Airlines Corporation could be main-
tained only by having the Secretary of the Mmistry as Chairman of the 
Corporation, the Committee not only considered that arrangement unsatis-
factory but stressed that that should be ended. 

7.4. While reporting on the working of Hindustan Shipyard in 1967 in 
their 37th Report (3rd L.S.) the Committee attributed failure of the com-
pany in malcing improvements in its working to the appointment of Secre-
tary of the Ministry of Shipping and Transport as the Chairman of the 
Board of Directors. The Committee was of the opinion that not only the 
management of the Shipyard had become complacent, the arrangement had 
also led to 'diffusion of responsibility as between the undertaking and the 
Ministry for the poor performance of the Shipyard', and recommended that 
'the post of Chairman of the Board of Directors should be filled in by some 
suitable person other than the head of the administrative Ministry". 

7.5. Again in their 9th Report (4th LS.) on the Central Warehousing 
Corporation, the Committee suggested that the 'practice of appointing the 
Secretary as the Chairman of the Corporation should be discontinued.' 

7.6. The Committee did not also approve of the appointment of a Secre-
tary of an administrative Ministry on the Board, as it felt such a system had 
two disadvantages as pointed out in their 3rd Report (3rd L.S.). Yust, 
the presence of a Secretary in a meeting would 'hamper a free and frank 
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discussion of the issues involved'. Secondly, 'the advantages of a second 
lICleening of the proposals of the Undertaking at the Ministry level would 
be lost because the officers in the Ministry would naturally start with the 
impression that it has the approval of the Secretary, in his capacity as a 
Member of the Board of Directors'. 

7.7. The Committee did not accept Government's argument that 'the 
system of governmental machinery was full of checks and counter-checks 
and that no important proposal could be approved by Government because 
the Secretary of a Ministry had approved it as a Member of the Board of 
Directors of an Undertaking'. Rather it felt that 'it w<luld not be in the 
interests of an undertaking to nominate the head of administrative Minis-
try, be he Secretary, Special Secretary or Additional Secretary, on the Board 
of Directors of public undertakings, which are under the control of that 
Ministry'. 

7.8. The Administrative Reforms Commission also recommended in their 
Report on Public Sector Undertakings that no officer of a Ministry should 
be made Chairman of Public Undertaking nor should the Secretary of a 
Ministry be included in its Board of Management. 

7.9. In the light of the above, the Committee have scrutinised the infor-
mation furnished by various Undertakings in regard to the composition 
of their Boards of Directors and the following facts have come to their 
Ilotice:-

-
S.No. Name of Corporation 

1 Electronics Corpn. of India. 

~ Central Warehousing Corporation 

3 Andaman & Nicobar blands Forests 
and Plantation Development Corpn. 

Ltd. (port Blair). 
4 Dredging Corpn. ofIndia. 

5 Eltttronics Trade and T<chnology 
Development Corpn. Ltd. , 

6 HOUling and Urban Development C0rp-
oration Ltd. 

Rrmarks 

The part-time Chairman of thit CorporatioD 
i. the s..cretary of the Department or 
Atomic Energy and .110 Chiarman of the 
Atomic Energy CommiIIion. 

The part-time Chairman of the Board or 
Directon of this Corporation i. the Joint 
Socrdary of the Miniatry of Agriculture 
& Irrigation (Dq>artment nf Food). 

The post of Chairman (ex-officio) of thi. 
Corporation is beid by the Chief Com-

mitsioner, Andaman and Nicobar bland. 
From 19-1 r-r 976 the post or part-time Chair-

man is held by the Development Advitor 
(Porto) in the Miniatry of Shipping and 
Tranoport. 

From 8-8-74 to 31-3-78 the post of part-time 
Chalrman of this Corporation was held 
by the Secrdary (Department of Elec-
tronica). 

Upto 18-I(}o77 the duties of Chairman and 
Managing Director of thia Corporation 
were performed to by the Joint Secrdary 
in the Ministry of Worb and HoUling in 
addition to hio dutit:o. 
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3 ---------------- ------------~ 
7 Indian Railway Construction Co. Ltd. 

8 Indian Rare Earths Ltd. 

9 State Farms Corporation . 

10 National Seeds Corporation 
II Agricul tural Refinance and Develop-

ment Corporation. 

t2 I. D. B. I. 

J 3 Rail Indian Tech. 
& Elect.Service Ltd. 
14 S.A.I.L. 

15 Trade Fair Authority. 

From 1"9-77 1hc post of part-time Chairman 
ofthio Company io held by the Chairman, 
Railway Board. 

Upto 9-3-78, 1hc poot of part-time Chairman 
ofthio Company was held by 1hc Chairman, 
Atomic Energy Commission. 

From March, 1978, the post of Chairman of 
thi. Corporation iB held by 1hc Addi tiona I 
Secretary, Department of Agriculture 
in addition to her dutiea. 

Do. 
Secretary, MiniBtry of Agriculture and Irri-

gation Deptt. of Agriculture has been 
nominated as a Director. 

Secretary Department of Econom cs 
Affairs and Srcratary, Dept'rtment 
of Industrial Development are 
Directon. 

Secretary, Defence Production is a 
Director. 

~ many as 3 Secrcta! ies to Government 
(Expenditure Finance Sted & Mines and 
Planning Commioaion) are part tie 
Director •. 
Secretary Commerce was the part.-time 
Chairman Since ~9.3.1977. 

7.10. As early 1M 1961 Govenuoent bad decided that DO Secretary of 
MiIIiICry /Departmeat slloald be a Member of any Board of Public Enter-
..... TIle CeiIDmittee "ve also beeo CODSisteody holding the view that 
DO oOicer of tile MbdsIry sIaouJd be IIIIIde tile Chairman and DO Secretary 
to Govemmeot shooId be appointed to the Board 1M a Director. They 
\aye gino cogeat re8SOOS why this should DOt be cIooe from the poiot of 
view of eosuriDg real aotooomy of the public eoterprises 1M well as objective 
appraisal 01 the wortdog of these eoterprises by the Mioistries. TIle Ad-
IIIWICntive Reforms Commissioo bas also reeommeoded io its Report 
(1967) that DO oIk:er of the MiIIistry should be made a Cbairman oor the Sette.., of the Mioistry be iaducled io the Board of Managemeot. Jo 
spite of III this the Committee IDd that io as maoy 1M 10 eDterprises 
varioas oIidals of the Ministries, mostly Secretaries, have beeo appoioted 
as Cbairmeo and io 5 eoterprises Secretaries have been Dominated 88 
Diredon. TIle Comaittee are IIIIIIbIe to IIld any reasoD why this practice 
sbouId CODIioae violating tile policy of the Govemmeot. 1be Committee 
woaId therefore, requ.ire that this practice should end fortbwida. For 
bealtby hmctioaiag of the Public Sector Eoterprises and objective appraisal 
by the Admioistrative Mioistry coocened it sbooId be eosured dIat DO 

otlidal wIto8oever of that MiaisUy should be a puty to a dedsioD takeD 
by the BoanIs ol the Public F.iderpriges. In other words, the oflicial ft'pre-
IeIltatioD in the Board should COllIe as far as pcMRhIe from 80me other 
Mioistry DOt IJeiJII tile coaCrolliag Ministry. TIle preseot iocumbeats sbouId 
vacate tWr positioas bnmediately aod odIer suitable penoos as recGJII-' 

lIIeadecl earIer sIIoaId be feaad IUld ill future there sboold be DO such 



VID-CONNECfIONS OF DIRECTORS WITH PRIVATE 
COMPANIES 

8.1 In the matter of selection of non-official Directors adequate care 
should be taken to ensure that people are not planted by interested quarters 
to defeat the aims and objectives of Public Sector Undertakings. 

8.2 When Committee noticed that some non-official Directors of a 
Company were also Chairmen and Directors of 15 to 30 other bodies, they 
observed in their 12th Report (4th Lok Sabha) as follows:-

"There is no doubt of the advantage of associating with a public 
undertaking persons having wide and varied experience in 
business", but "by and large holding of directorship in a large 
number of companies may not enable a person to find suffi-
cient time to attend to the business of an undertaking and to 
make effective contribution to its progress . 

. . . . . . at the time of making nominations on the Board of Directors. 
Government should bear in mind that only such persons as are 
able to devote sufficient time to the affairf of the undertaking 
are appointed." 

8.3 Being informed that a part-time Chairman had been appointed for 
the Hindustan Paper Corporation and that the Chairman had also to attend 
to a private paper Company, the Committee observed in their 40th Report 
(5th Lok Sabha) that the 'appointment of a person who has his own private 
interest in a competitive concern as Chairman of a pu,blic sector concern 
even one a part-time basis is wrong in principle' . 

.g.4. In the information called for by the Committee, they had also 
desired to know about the Directors working on the BOards of Directors of 
Public Undertakings but also connected with private sector undertakings as 
Chairman/Managing DirectorJExecutive drawing more than Rs. 1500-
p.m. 

8.S From the information received by the commit'.ee, it is seen that in 
the case of 68 undertakings there were one or more Directors who were c0n-
nected with private sectors undertakings. However, big and large, such 
Directors were serving the Public Undertakings only as part-time Directors 
with no regular salary. 
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8.6. While it may be that the experience of such Directors in the privafo 
aectors must be proving useful to the Public Undertakings coocimed, thao 
are IIOIDe peculiar cases which the Committee would like to make specific 
mention of, namely-

SI.No. 

(I) (Il) 

AIR. INDIA 
1 Sbri J. R. D. Tata Chairmaa 

(Part-time) Upto January, 1978. 

R Shri J. M. Chud.ama • 

Name and address of private leCtor under-
taking with which cozmected. 

(3) 

I. Tata Iron and Steel Co. Ltd. Bombay 
HOUle, Fort, Bombay. 

ll. Tata SoDS Umited, Bombay HOUle, 
Fort, Bombay. 

S. Tala IndUJlri ... Limited, Bombay Houle 
Fort, Bombay. 

4. Tala Oil MilhUmited, Bombay HOUle, 
Fort, Bombay. 

S. Tala Chemicah Limited, Bombay HOUle, 
Port, Bombay. 

6. Indian Hotels Co. Ltd., Bombay HoldC 
Fort, Bombay. 

7. Governing Couocil, Tala Energy Reo 
IelU'ch Institute, Bombay Houle, Fort 
Bombay. 

8. TalaIllltituteofFundamental Rose arch 
Bombay HOUle, Fort, Bombay. 

g. National Centre Cor the PerConninc Art 
Bombay HoldC, Fort, Bombay. 

10. Family Planning Fouodation, Bombay 
HOUle, Fort, Bombay. 

II. Tata Limited, London, Bombay Houle, 
Fort, Bombay. 

IR. Tala International A.G. Z.... Bombay 
HOUle, Fort, Bombay. 

IS. Tala lncorporated, New York, Bombay 
HOUle, Fort, Bombay. 

Managing Director of-

I. Bombay Paints and Allied Procluetl LId 
Chembur, Bombay. 

ll. Orioon Private Ltd., 14 K. Dobuh Marr. 
Fort, Bombay. 
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(I) (3) 

Director oj:-

I. State Bank of India, Bombay. 

lI. Thacker a: Co. Ltd., IS/ao, K. Dubllla 
Mars. Fort, Bombay. 

So Abrawbeel Private Ltd., 107, Sarua 
Street, Bombay. 

4- UDivata1 Expr_ Travela a: Toun PYa 
Ltd., 14 K. Dubaab Mars. Fort, 

Bombay. 

~ Preciaion Gean Pvt. Ltd., Tiecicon Houle, 
Dr. B. MoIeaRoad, Bombay.: 

BHAltAT LBA11IEll CORPORATION LTD. 

(AD Apes Body tnpODIible for.the clevdopmGlI ofleather indwtry in the country and cmdiIJi IIIitable w-ure f(ll' thia purpcIIe.) 

1I Sbri AJIdappa Napwa a.ettiar, 
Diftctor. 

I. The Indian Leatha- Corpn. P. Ltd 
Madna. 

II. The General Tr&IItIpCIrtaIjo a: Pr0-
d_ Pvt. Ltd., JIaDplore. • 

S· The Chrome Leatha- Co. Ltd., MrIdru 

4- Tubes Supplied Ltd., ....... 

5- S_ Valliappa Tc:xti\ea Ltd., BaDplcft. 

6. The Southern Borax Ltd., Madru. 

7. Loyal TelItiJea Milia Ltd., KoviJatti. 

S. 8.R..P. Too .. Ltd., M8dru. 

90 M.P.M. Ramuwamy Cbettiar a: Co, 
Calcutta. 

10. N&rJIIIl&Il Chettiar ladllflriel, Salaa. 

II. Qreu;an Tanni"l Corpu., Madha_ 
Iobdru. 

Ill. Madurai Dindigue Skina Syadicate. 
Dindip. 

13. Napppa Induatrial Tradins Corpn., 
Madi-u. 

14- N. D. Gc<copoioo. Bombay a: Delhi. 

15. laclo 0verIeaa Traden, Bombay. 

16. North India Skim Corpo., Delhi 



(.) (~) 

4 • 8brI A. Her~ul Rhamaa, Director 

(s) 

'7. The Southtm Indian Cbamber of Com-_ at Induotry, Madra. 

.8. Leathrr Export Promotion ( t , (i J. 

19. Southern IndiUl Shi~ AIm., Madras. 

RO. Indian Leather Fair Society, Madras. 

u. Esportcn Club, Madras. 

gR. Napppan Foundation. 

gs. FederatiOll of Indian Cbamberl of C0m-
merce Uld Ind., New Dlhi. 

•. South East Footwear Ltd., Madru-s. 
It. Bokiyu Tannerica Ltd., New ~ 

s. South Eut Tannins Co., Madra 

.. Benil LeMhor CorpondIGo, ~ 

~. New Oral: Shoe CleaI!*Ir, Madn.S. 

6. Skin Supply Corporation, Madr .. S. 

7. Beapl Tannins Co., Calcutta. 

8. Indian Glue Corporaticn. 

•. Sen at Pandit Ltd., Calcutta. 

1I. The Natioaal Tannery Co. Ltd., Calc uti. 

50 Orbital Commerce at AI'cncia Ltd., 
LoDdon. 

oJ. ~atcr proof Worb (1940) Lid., 

5- Gilludaw Arbuthnot 8t Co. Ltd. , 
Calc:mm. 

6. ~~ Jute Millo Co. Ltd., 

7. JadndraStcel.8t TubaLtd., NewDdhi. 

8. S 8t P Eng. Producta Ltd., Calcutta. 

90 Hqte India Ltd., Calcutta. 

10. New Gujarat Cottoa Milla, Calcutta. 

11. um-t Electria Ltd., Calcutta. 

Ill. Watern Ltd., Calcutta. 
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IIl.\DllAS FEllTLIZElUI LTD., MADRAS 

14. Marketing 8< Consul tancy Services, 
Calcutta. 

15. Bose Institute. 

16. Board of Trade, Calcutta. 

17. Eastern Indian Shippen AIIocietion. 

18. Indian Leather Technologiats Auociation, 

19. Auociation of Indian Engineering India. 

20. All India Shippen Council. 

lB. Bengal Club Limited. 

22. East India Hotel. Ltd. 

23. Calcutta Club Ltd. 

q. take Club Ltd. 

25. Automobile AIttm. of Eastern India. 

26. National SporII C Jub of India. 

27. Bombay Footwear Pvt. Ltd. 

28. The Dinen' Club Pvt. Ltd. 

!Ig. lodian Auminium Ltd. 

30. Britilb Paints (I) Ltd. 

SI. Union Carbide India, Ltd. 

sm. Alltali 4: Chemical Corpo. of India Lh. 

33. Geaeral Elect. Co. or IDdla Ltd. 

34. Manplore Cbemicala 4: Fertiliaen Ltd. 

35. Bata India Ltd. 

36. Shaw Wallace 4: Co. Ltd. 

37. Sirper P..- Milb. 

S8. Ezport Impcx:t Advisory Cnaun. (Eas· 
tern Region). 

6 Shri M. V. Atnn .......... Director. I. TI Diamond Chain Ltd., ~. 

m. TI Millen Ltd., ~. 

3. Tube Invatmenll at ladia Ltd., Madr •• 

4· Carborundum Univenal Ltd., Mad-. 

--.......... _-..... --..... ----------



(3) 

5. Bombay Paints '" Allied Products Ltd. 
6. Ajam Products Ltd., in YOiuntary 

liquidation. 
7. IIuDdry Tubing of India LId. 
8. Kanoria Chcmical. '" Indllllriea Ltd. 
9. Thm. Arooran Sugar LId. 

10. Straw Products Ltd. 
II. Amt.d Engg. Berbenl, Malaysia. 
12. Shriram Fibres Ltd. 
'3. Tbe Tin Plate Co. of India Ltd . 
'4' Tbe Indualrial Credit '" Inwatment 

Corpa. of India Ltd. 
'5. Hindustan Motoc Ltd. 

MINING AND ALLIED MACHINERY CORPORATION. LTD .• DUR.GAPUR. 

,. Sbri J. G. KumaramanpJam, DiredGr. I. Bird '" Co.. Ltd., Chartered Bank 
BuildiDp, Calcutta. 

2. Tbe KiDDilon Jute Mille Co., Ltd •• 
Charliored Bank Buildinp, Calcutta. 

5. Soutbem Switchsar Ltd., Cbart=d 
Bank BuildiDp, Calcutta. 

4. TnIDII'onaer Switchpr Ltd., 0--
Iiored Bank Buildinp, Ca1cutta. 

5. BiRa Stoae Lime Co.. Ltd., a.ar-
taed Bank Buildinp, Calcutta. 

6. K-.lhubi Fireclay UId SHea 
Worb LId., Chartered Bank Build-
i .... Calcutta. 

7. BoIui Ora Ltd.. Chartaed Bank 
BuildiDp, Calcutta. 

8. HoImaD--C1imu Maon6ctun", 
Ltd., a..rtered Bank BuildiDp, Cal-
cutta. 
on- Minenla ~ Co., 

9· Ltd., Cbarliored Bank BuiJdiap, c..-
CUd&. 

10. n..... Paper Millo Co., Ltd. 

II. Weip Bird india Ltd., (Previoudr 
9-ae SUter India LId., (Chartered 
Bank Buildinp, Calcutta. 

12. Tbe Lawrence In_ UId Pro-
pony Co. Ltd., Chartaed Bank Build-
' .... Calcutta. 

13. Eastcm In_tmcnCo Ltd.. Cbartaed 
Bank BuildiDp. Calcutta. 
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(.) 

NATIONAL TEXTILE CORPORATION, NEW DELHI 

8 Shri K. Steeniv ....... , Chairman 
(Part-time). 

I. TM Coimbatore Cotton Milia Ltd. 
Coilllbatore . 

~. The Orissa Textile Milia Ltd., Coimba...-e 

3. Mopeds India Ltd., Coimbatore. 

4. Premier Breweries Ltd. 

s. The Premier Instruments Coimbatore :Ltd 

6. Mis. Kothari (Madras) Ltd. 
(This Company has abo Textile Mills 

in Coimbatore). 

,. MI', Tamilnadu Synthetic Fi~ Ltd. 

8. MIa. Binny Ltd., Madras. 

9. Premier Cotton Spg. Mill. Ltd. 

10. South India Textile Retearch Aan. 

11. Selvaraja Mill. (P) Ltd. 

'IHE ORIENTAL FIRE AND Gf:NERAL INSURANCE COMPAIW LIMITED 

Sbri H. S. Singbania, Director .. Mjs. Straw Products Ltd. 

~. Mjs.J. K. Shipping (P) Ltd. 

3. MI •. J. K. Syntbetics Ltd. 

4. MI', J. K. Indwtries Ltd. 

5. Games Manufacturing Co. Ltd. 

6. Mj •. J. K. l>teel &. Indwtrieo Ltd. 

,. MI •. J. K. Iron &. Steel Co. Ltd. 

8. MIs. HogI", Paints Ltd. 

9. Mj •• MUhra Dhatu Nigam Ltd. 
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------------------------------------------------
REHABILITATIO:-{ INDUiTRIES CORPORATIO:-{ LTD, CALCUTl'A 

(The Units run by the Corporation. undertake f'abrication of Steel structure, sted 
fumiture, wooden fumiture, cottoo aDd .ilk -viDe, ready-made garments, fruit proceooing 
for esport and home market, manufacture of civil and electrical CODIIruction and fabrication and 
era:tioD of Coal Handline Plants etc.) 

10 Shri Druga Pruad Chakravarti, 
Chairman. 

I. Hape (India) Vd. 

2. DiJhergarh Power Supply Co. Ltd. 

3· Century Enka Ltd. 

4 B. N. Elias & Co., Pvt. Ltd. 

5· West Bengal &.entia! Commoditiea 
Supply Co!pOration Ltd. 

6. India Paper Pulp Co. Ltd. 

,. Bilalpur Spinning Mill. lit Industr" ea Ltd 

8. Telerama (India) Ltd. 

9· Weal Bengal Industrial Development 
Corporation Ltd. 

10. Banarbat Tea Co. Ltd. 

II. Asher Textiles Ltd. 

12. Tide Water Oil Co. (India) Ltd. 

13· Sri Annapuma Cotton Milia lit Industries 
Ltd. 

14. Sri GirijaPr.1l\nn, Cotton Mill. LTD 

15. Schrader Scovill Duncans Ltd. 

16. Traaofarmer &: Switchgear Ltd. I,. IndUltrial Reeomtruetion Co!pOI"lItioa 
of India Ltd. 

18. Indian Chamber of Commeree. 

19· Chakravarti Sons &: Co. 

RO. Chakravorti &: Co. 

21. Dbakeswari Cotton Milia Ltd. 

1111. United Bank of India. 

23. Luminarayan Cotton Milla Ltd. 

"+ MeW Distributon Ltd. 

115· The Antifriction Bearing Co. lAd. 
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lI6. The Coorla Spinning Weaving Co. Lid' 

lI7. Poy.ha Industrial Co. Lid. 

liB. Inched Tyres Ltd. 

2g. Ciminco Binani Zinc Ltd. 

30. National Standard Duncan Ltd. 

31- Union Co-operative lnsec. Society Ltd. 

32. Sukumar Sahitya Samalaya Samiti. 

33. The Mohini Mills Ltd. 

34. India Record . Manufacturing Co. Ltd 

8.7. In their earlier Reports [12th Report (4th L.S.) presented to Parlia-
ment on 19-4-1968 and 40th Report (5th L.S.) presented to Parliament on 
5-9-1973] the Committee have amply cautioned Government against asso-
ciating with public enterprises non-officials connected with a large number 
of private conapan;es, especially competitive concerns. The Administrative 
Reforms Commission has also pointed out that the non-official members of 
the Boards of public ellterprb1es should have faith in public sector and 
should not bave such business or other interests as may aftect their objecti-
vity in their discharge of duties on the Boards. In practice, the Committee 
is most distressed to DOte tbat Government have chosen to select people 
who are champions of private ownership aDd enterprises who develop 
vested interests. TIIis set of people could possibly nevel' have genuine faith 
IUId iaterest in the public sector enterprises and therefore should be debarred 
hom becomiag members of Bo.ard of Directors. 

8.8. A selective check by the Committee of the association of DOD-offi-
daI CIIainnan/Directors with private coacerns 11M revealed that in some 
cases the members are so mad! directly preoccupied with a IIUIDber of 
private COllceI'llS, which is 81 IIiP III 38 in ODe case. For instaace 3 
Directors of the BIIIII'at ~ Corpondioa are connected with 69 private 
COKeI'IIS Itetweea them. It Is ODe of tile JIIIljor reasoJlB whv the Corpora-
tiM Is f1Iciac rulaatiOD today. In the ewe of RelalbllitatioD indllSCrle8 
Corpondoa Ltd., the CIIairmaa Is surprisingly conneded with 88 many as 
34 private coacenIS. 

~ '.9. ne CoIIriIIIftei would lib fo bow whether • fhcwou..- ftJqaIry willi 
..... mtIy tile ;moul Iatetrtflo of JIOII-(ItIIdais wIto are appoIDted • 
DIrederI .. ..bile Sedor Uaderlakings. Sach ncralrles 0""" fo "ft 
... III8IIe from Eaforcelllellf DlrecfOl'llfe, CeDfnl BoanI of Dfred Taes 
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... Cellini Board of Esdae " CustolllS IIDII si __ odIer [)epartIBe_ ad 
OrpaIzedow for verifyblg tIIeir aatecedelds pertic:ularly to fiDd out wbedw 
6ey are iln'oIftd ill aay ecGIIOmic oIIeuces. Ia die case of appoiatmeat oJ. 
~ sabordiIude goftr'8-..t employees iatensive ellquiries are made by 
die Police, bat in dIeIe CIlllllS of IIIJPOiatmenfs of Directors of PuIJIic Sector 
U_rtaIdJap, wlllo are to. lIet lIS trustees, the Conuaittf!e ave reasons to 
.....,m.elld dIat DO verificadoa is IIUIde lit tile ti_ of IIPpointmeDt. It seems 
to ave beeD Oldy on die .... of tile streagtb of tile interested lobby. 

8.10. While it is II certaiDly CIIat tile noa-ofticilll busiaessmea deriTe 
IDMDeIlle heaelt tbro .... tIIeir lllsocilition witb tile bbIic Eaterprises, the 
eo..Ittee IIfIII'eIlelld ... tIIeir JlftRace 88ect the proper fuactioaiDg of 
die Eaterprila. TIle eo..itfee, therefore, require that DO person fro. 
privllte Mdor sIIIoaIcI be IeIected for Directorship. 



IX-ATIENDANCE AT MEETINGS OF THE BOARD OF 

DIRECI'ORS 

9.1. In their 28th Report (Third Lok Sabba) on 'Head Office of tJin-
clustaa Steel Ud.', the Committee on Public Undertakings had deprecated 
thin attendance at meetings of the Board of Directors in the following terma. 

"The Committee consider the continued thin attendance at Board 
meetings as a matter of serious concern .... It is needless to 
say that the management of the affairs of a Public UndertalQn. 
in which more than Rs. 800 crores of Public funds are invested, 
should be entrusted to such persons who wiD not only 
evince keen interest and show aptitude but also devote tho 
necessary time and contribute to the successful working of the 
Undertaking. The Committee deprecate that such a state of 
affairs has been allowed to continue. Tbey recommend that 
such Directors who have not cared to discharge their responsi-
bilities and have not been regularly attending the meetings of the 
Board should be replaced." 

9.2. The Government had in their action taken reply promised to im-
plement the recommendation. 

In their 14th Report (4th Lo1<: Sabha) the Committee again deprecated 
die continuance of Directors in spite of the fact that they did not attend 
majority of the meetings of the Board. In its view, success of any under-
taki{lg largely depends on the interest taken by the board of Directors. It 
advised: 

" .... at the time of re-appointment of the Directors each year, only 
those who have shown interest in the affairs of the company, 
should be considered fOr re-appointment." 

In reply dated 15th December, 1969, the Government stated as foDo ..... s: 

"Government accept the view that members of Boards of Public 
Enterprises should be regular in their attendance of Board 
Meetings and should take interest in the affairs of the enter-
prises of which they are Directors. A sample-survey is being 
conducted to ascertain the regularity of attendance of Board 
members in public enterprises. 

9.3. One of the reasons why some of the Board members, particularly 
Government Officials who have been put in the Boards of Public Enterprises, 
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are not very regular in their attendance is that they are members of too 
many Boards and they cannot do justice to all the Boards of which they are 
members. In order to eliminate this difIiculty, Government have decided 
that Government officials should nonna1ly IICrve as part-time Directors in 
not more than two Boards. As regards non-oflicial Directors also, Govern-
ment have decided that thOle who have not been regular in attending Board 
Meetings or have not shown interest in the affairs of the enterprise of 
which they have been Directors should not be retained as Directors at the 
time of ltate constitution of the Board. 

9.4_ The whole policy regarding selection of right persons to serve 
as part-time Directors in Public Enterprises is under review at the moment." 

9_S. From the material obtained by the Committee, they have. on a 
elective basis, go through the records relating to attendance of members at 
the various meetinp 01 the Board of Directors of some of the undertakings 
during 1976-77. Certain cases of very thin attendance at such meetings 
have come to the notice of the Committee, as shown below:-

Sl. Name of Undertaking Total No. Dale of meeting No. of 
No. of Director! 

Direeton attended 
the 
meeting 

1 Central Fiaberieo Corporation Ltd. 14 13-3-1976 5 
g711-1976 7 
29-3-1977 6 
15-7-1977 6 

24-11-1977 4, 
20-12-1977 3 

2 Central Inland Water Tranlpon 12 21-3-1977 6 
Corporation. 23-11-1976 6 

28-2-1977 4 

3 International Airpor!I Authority (r IluagiD 211-0-1976 5 India. betwet:ng 261!-1977 5 
9 &: 10 26-2-1977 5 

4 HindUitan Zinc Ltd. Rangin 21-1-1976 3 be~ 61!-1976 4 
9 &: 10 2911-1976 4 

3-3-1977 4 

5 Industrial Development Bank of India 16-2-1976 17-8-1976 9 
to 12-10-1976 

~ so-6-1976- 17-5-1977 
-17 

July, 1977 
to 

June, 1978 
-go 
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9.6. The Committee have also availed of this opportunity to go into 

the question of attendance of Government officials (representing the Minis-
tries) at the meetings of the Boards of Directors and find that in the Casel 

of Central Fisheries Corporation Ltd., the attendance of such Directors 
was miserably bleak as shown in the statement ,below:-

Name of Undertaking No. of Date of Attendance 
Govt. m,eUng -------
Official Pnsent Abient 
on the 
Board 

Central Fisheries 2 17.4. 1976 
Gorporalion LId. 13.8. 1976 x 2 

27.9. 1976 x 2 

29.3. 1977 x 

15·"'977 x 

~4·11.1977 x 2 

20.12.1977 x 
--------

9.7. The IUI50Wldness of the prac:tke followed by the GQvemment In 
reprd to the composition of the Boards of M~Dt and seIedion of 
the Members of the Board cOllld be seen from even a SlDal thing Uke 
attendance at the Board meetings. The attendance at the meetings of the 
BoIwd of an eDterprise is an index of the interest evinced by their membed 
in the affairs of that enterprise ... In the past the Committee have repeatedly 
called attention of the Government to the thin attendance at the meeting 01 
various Boards IUId nrged that those who have DOt sbown interest should 
be weeded ont. From the record of proceedings of tbe Boards of Manage-
meat of • few enterprises available with the Committee It is seen that tbe 
attendance was not even SO per cent of the strength of the Boards on many 
occasions. This disturbing situation can only be attributed to the appiont-
ment of those persons as part-time Directors who are otherwise busy or 
who clearly lack interest in the affairs of the enterprise concerned. What 
is more disturbing to. the extent of non-participation by the Government 
Directors themselves. For instance ill tile Central Fisheries Corporation 
over a period of a year and 4 moDths no Goventment Director attendance 
the meetings of the Board on 6 occasioJls. The Committee have DO doubt 
ill their miIld that UDIess the Board of 8D enterprise is a homogeaous and 
dedicated team answerable to people periodically it caDnot succeed which 
is evident from the fact that the perfOlllllDCe of tile public sector andertak-
iIlgs bad hardly beea good and bad lately recorded sharp deterioration. 



~GFEE 

10.1. The Committee have noticed that usually a sitting fee of Rs. 100 
per day is a110wCd to ~ part-time non-official Directors of the Board in 
• majority of the Public Enterprises. A few cases of higher rates of sitting 
fee noticed are shown below:-

-.--.---------- .. _----

!'1. No. Name of th" Enterprioe 

.. Bharat Gold Mines Ltd. 

•. Bolani Or., Ltd. 

3. Manganese Ore India Ltd. 

4. Mysof' Porcdairs Ltd. 

Amount of 
sitting fee 

(Rs.) 

150 

200 

10.1. TIle eo..iUee are ...we to &ad .. y jasti&c:atioD wily putka-
..., ill tile C85e of BoIai 0. ...... , Ma8pDese Ore bcIia Ltd., ad 
IIJJere P",irs Ud., tile sitdIIc fee for die Director sIaOIIId lie 110 ... 

• lb. 100/250. The CollllDittee woMer wlledler auy guideIiaes have beeII 
.... ill nprd to pJDlCat of siUiIl& fees .... other 1I1o,,8IlCeS to ... 
..... IIOII-OtidaI DirectPn. U dine ave IIot lleea is8IIed it sIIouI. lie 
.... fortIawlda IIDd tile .. )'IDftlt of die D.A. should DO' exceed as. 100/-".-y cue. 

NBw DEI.HI; 

March 17, 1979 
.:-::--::::-:--: Phalguna 26, 1900 (Saka) 

JYOTIIlMOY BOSU, 
Chairman. 

Committee on Public Underwkings. 
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APPBNDIX 
SUMMARY OF CONCLUSIONS/RECOMMENDATIONS OF 

TIm COMMITTEE ON PUBLIC UNDERTAKINGS 
CONTAINED IN THE REPORT 

SL R-:ferC!\ce to Paragraph Swnmary of Conclusiol\s/RecommendatioI\S 
)lc. No. in the Report 

(1) 

1 

(2) 

2.4 
to 

2.6 

(3) 

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 results expected. The BotmIs of Management of 
public enterprises are at present hardly policy making 
bodies. Major policies and crucial decisions are 
made by the Government which are to be implement-
ed by the Boards. The Boards of Management of 
public enterprises 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 but . largely functional. This has been well 
recognised by the Study Team of the Administrative 
Reforms Commission which c'xamined the publiQ 
sector undertakings. The Study Team had recommen-
ded that a Board should consist of a full-time Chair-
man-cum-Managing Director, a few full-time fune-
tional Directors, not more than two Government rf>-
presentatives 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 cues 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 
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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 DOt at all what it ought to be. The C0m-
mittee have discussed the size and the composition of 
the Board in the ~ucceeding sections of this Report. 

The Committee had occasion to go .into the top 
appointments in the context of their examination of 
the Central Inland Water Transport Corporation. In 
their 9th Report (6th Lok Sabha presented to Lok 
Sabha on 26th April, 1978), they had recommended 
that the necessity of having a part-time Chairman 
and full-time Managing Director should be examined. 
Strangely enough even in the context of the miserably 
deteriorating performance of the public sector under-
takings the Government have not considered it neces-
sary to have this arrangement as a rule. The 
Committee find that in as many as 83 public under-
takings there is a Chairman-cum-Managing Director. 
In the context of imperative need to have a mixed 
type of Board it is absolutely necessary to have a 
separate Managing Diretcor in addition to a part-
time Chairman. 

2 2.7 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 Members 
of Parliament, one Member not being associated with 
more than two Boards at a time. The tenure of Mem-
bers of Parliament are represented. The reason b&-
In this connection, the Committee wish to point out 
that in governing bodies of autonomous institutions 
such as Tea Board, Tobacco Board, etc. The Mem-
bers of Parliament are represented. The reason be-
hind this is that an elected representative is answer-l able to the people with regard to success and failure 
in the sphere in which he is called upon to take up 
responsibility. However, it is to be noted that in 
today'! context a Member of Parliament has hardly 
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been given any assignment through which he can give 
an account of himself. It will be wholly undesirable to 
nominate to the Board superannuated and aged per-
sOns and persons who are not acquainted with the re-
quirements of an industry or trade or economic opera-
tion relevant to the activities of a particular public sec-
tor undertaking. The Committee have noted with great 
disappoiBtment that some of Directors drawn from 
inside Government have acted more as a mere 'Ditto 
men' and have hardly taken pains to examine and 
understand things in depth for successful working 0'1. 
the public undertakings. There are instances where 
a particular official has been made Director of a num-
ber of public undertakings, and besides his routine 
job, due to paucity of time and human limitations 
he is, even if willing unable to apply his mind and/ 
or to act to the best of his ability. The Committee 
are very firmly of the opinion after seeing the results 
of decades of tria1 that the time has come when peo-
ples' elected representatives should have greater in-
volvement in productive work in a democracy such 
as ours. 

The Committee very much regret to note that in a 
democracy where legislature is an important organ of 
the State, their recommendations have gone unheed-
ed which will be seen from the following facts: 

The Committee have time and again pointed out 
the imperative need to ensure continuity and stability 
of top appointments. The general policy of Govern-
ment is to have a tenure 0'1. ~ -years in top positions 
of public enterprises. In actual practice however 
there have been for too many changes which are 
bound to affect the working of the enterprises. A 
test check by the Committee bas shown that the 
average tenure of Chairman/Managing Director is 
less than two years in a number of cases, besides 
vacancies remaining unfilled for considerable length 
of time. Such a situation can only be attributed to 
defective selection methods. ------- -----------------
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H meR are properly scr~ with reference to 
their qualification, oxperience and aptitude for em-
paaclmcnt for appointment to lop positions, prema-
ture termination of appaintmelil& would not be there. 
Purther by now the public onterprises themselves 
should be in a position to throw up man to man 
such position. Such men with the potential to l'UIl 
an enterprise should be ~ fairly early to 
81SWQe the respoasibility. It would also be essential 
to plaee a successor in position six months ahead so 
that he crould equip himself to take over the top posi-
tion and be rcady with his own future plans for the 
oaWpriae. 

The Committee have indicated earlier that the 
Boards of Management of Public Enterprises should 
indude besides the Chief Executive, functional Di-
rectors and part-time Government as well as non-
offiCial Directors. The minimum size of the Board 
wo\lld thus be somewhere aroijnd 7 and maximum 
could go upto 11 depending upon the nature of the 
enterprise. There should not be any arbitrariness in 
fixing the strength of the Board from time to time. 

4.6 Although the relevant Acts in the case of Statutory 
Corporations and the Articles of Association in the 
cases of Govt. Companies iniHcate the strength of 
the Board, the Committee have noticed that there is 
a very wide gap betweea the niinimum and the maxi-
mum laid down. Further the composition of the 
Board and ability on noD-Of6cial Directors on the 
Board do not seem to have been indicated almost in 
all the Articles of Associations of the Government 
Companies. The Committee suggest that the Arti-
cles of Association should be suitably amended with-
out delay to provide for a cIoier range of member-
ship of the Board and to lay down requirements of 
the members wherever necessary. They would com-
mend the provisions in respect of the Industrial 
Development Bank of India fur adoption with such 
modification as is necessary ia other cases. In 

--------- -------_ .. _--- ---------
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detlning the composition of the Board, the need to 
have adequate representation of the Members of 
Parliament as stressed earlier in this Report, should 
be taken into account. 

The Committee nore with concern that despite a 
dcciaion taken by Government that only in exceptional 
CBIIeS and for aood reasons the number of official 
representatives on the Boerds of Management may 
be allowed to exceed two, the, tendency seems to be 
to load the Boards with officials without any rhyme 
or reason. Out of 145 enterprises studied by the 
Committee, in 39 cases where the strength of the 
Board 1'BI1gCd from 4 to IS the number of part-time 
official Directors ranged from 4 to 12. This does 
not go wen with the concept oT autonomy and the 
nature of the activities of the public enterprises. In 
fact, this proves that the public undertakings enjoy 
nttle autonomy. 

To quote a few glaring examples, the Water and 
Power Development Consultancy Services India 
Ltd., Tele-Communication Consultancy India Ltd., 
Cotton Corporation of India, Hindustan Cables Ltd., 
and National Instrument Ltd. have only official 
Directors numbering 4 to 12. These are almost 
wholly Central Govt. officials. Thus the Boards have 
been converted into mere inter-departmental com-
mittees of Government and nothing else. The Com-
mitu:e do not find any reason why there is virtually 
no other representation on these Boards. 

All inherent danger in gross over-representation 
of the officials on the Board is, the number of enter-
prises being large, the same official of a Ministry is 
represented on a number of Boards makillg it 
impossible to have any worthwhile contribu,tion. 
The Committee have deal[ wifh this question else-
where in this Report. 'They wonder whether there 
was any watch over this position centrally in Govern-
ment, say in the Bureau of Public Enterprises. They 
are of the view that the composition of all the Boards 
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should be immediately reviewed with a view to alter-
ing it in a manuer that is productive of results and 
cutting down the number of official DUectors to the 
barest minimum. 

There is no need to nominate representatives of all 
the Departments/Ministries connected with the acti-
vities of a particular enterprise to its Board. A 
minimum number ot, say, two, officiis should be 
able to represent the Government interest for real 
active participation. 

The Committee have been stressing the need to have a 
broad-based Board of DUectors which should be 
composed of various inrerest8 (barring from private 
Sector) and experience both in Government and in 
legislatures and of men of puNic standing, academi-
cians, journalists, economists, sociologists professio-
nals etc. They have particularly desired that the 
participation of workers' representative in the Board 
should be ensured with a view to promote industrial 
harmony and maximise production. It should be 
remembered that the public sector enterprises employ 
nearly 2 million persons and that labour is an 
important factor of production. There should be 
always an emphasis on labour-oriented technology 
and creating conditions in which the workers could 
give their best. The Committee notioe that the 
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 taken 
early and suitable representation of workers on the 
Boards ensured. 

It pasaes the comprehension of the Committee how 
whole-time government officials could be appointed to 
a very large number of Boards of public enrerprises 
which in some cases is as high as 10 to 12. For 
instance an integrated Ymancial Advisor 01 the 
Ministry of Industry is associated with 11 Boards 
and Additional Secretary of the Ministry of Industry 
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is associated with 12 Boards. Such officers would 
not obviously be in a position to do justice to their 
work either in Government or in the Boards of the 
enterprises. 

The policy of the Government peculiarly <lnougb 
seems to be to necessarily have the official dealing 
with the particular enterprise and a finance represen-
tative on the Board of that enterprise. Although it 
may be that the officer dealing 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 has 
been a party nor can there be an independent appraisal 
of the working of the enterprise in the Ministry. Fur· 
ther with every change in the dealing officer there. 
will be a change in the Directorship. The policy 
therefore needs a change. The Committee strongly 
feel that Government representatives should be 
selected on the basis of their ability and experience 
and not by virtue of the office that they hold in a 
particular Ministry. In this connection attention is 
drawn to Paragraph 150 (2 )(iii) o'f the 2nd Report 
of CPU (Sixth L.S.) presened to Lok Sabha on 
11.4.1978, mentioning a case wherein admittedly 
an official parttime Director has no experience 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 pt'3Ctice must end imme-
diately. 

There oUght to be rigid restrictions on the number 
of directorships of the officials if their participation 
in the management of public sector enterprises is not 
to be reduced to a farce or Ii mere formality. The 
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Qmunittee would stroasIy urge that as a matter of 
policy, which should be strictly adhered to, DO parti-
cular officer of any Ministry or Department should 
be appointed to serve u part-time director on IDOIO 
than two public enterprises. 

As early as 1961 Government had decided tha~ 
no Secretary of Ministry/Department should be a 
Member of any Board of Public Enterprises. Thc:I 
Committee have also ,been consistently holding the 
view that no officer of the Ministry should be made 
the OIairman and no Secretary to Government 
should be appointed to the Board as a Director. They 
have given cogent reasons why this should nOl 110 
done from the point of view of ensuring real autonomy 
of tbe p\lblic enterprises as well as objective apprai-
sal of the working of these enterprises by the Minis-
tries. A study team of the Aliministrative Reforms 
Commission has also recommended in its Report 
(1967) that no officer of the Ministry should be made 
a OIairman nor the Secretary of the Ministry be in-
cluded in the Board of Management. 1n spite of 
all this the Committoe find that in as many as 10 
entelpriaes various efficials of the Min istries, mostly 
Secretaries, have been appointed as Chairmen and 
in 5 enterprises Secretarie& have been nominated as 
Directon. The Committee are unable to find auy 
reason why this practice should continue violating the 
policy of the Government. The cOmmittee would 
therefore, r~uire that this practice should end forth-
with. For !Icalthy functioning of the Public ~tor 
Enterprises aDd objeetive appraisal by ther Adminis-
trative Ministry concerned it should be ensured that 
no official whosoever of that Ministry should be a 
party to a decision taken by the Boards of the Pub-
lie Enterprises. In other word~. the official represeo-
tation in the Board should come as far as possible 
from some other Ministry not being the controlling 
Ministry. The present incumbents should vacate 
their positions immediately and other suitable persons ,i 

- .. ------------
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as recommended earlier should be found and in future 
there should be no such appointment to the Boards 
01 Managements of Public Enterprises, which is not 
sound in principle. 

In their earlier Report [12th Report (4th L.S.) 
presented to ParIiament on 19.4.1968 and 40th ROo 

port (5th L.S.) presented to Parliament on 5.9.19731 
the Committee have amply cautioned Gevernment 
agaillst associating with public enterprises non-offi-
ciaIs· connected with a larJC number of private com-
panies, especially competitive -concerns. The study 
team of the Administrative Rerorms Commission has 
also pointed out that the non-official members o'f the 
Boards of public eaterprises should have faith in 
public sector and should not have such bU!liness or 
other interests as may affect their objectivity in their 
discharge of duties on the Boards. In practice, the 
Committee is most distressed to note that Govern-
ment bave cbosen 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 Board of Directors. 

A selective check by the Committee of the sUo-
dation of. noa-ofticlal Cbail1llen/Directors with pri-
vate concerns has revealed that in some cases the 
members are so much direcdy preoccupied with a 
DUDlber of private concerns, which is as high as 38 
in one calC. Poe instance 3 Directors of the Bharat 
Leather Corporation are connected with 69 private 

. CQDeeI'llS between them. It is one of the major rca-
IIOUS wby the Corporation is facing ruination today. 
In the case of Rehabilitation industries Corporatioa 
LuI., the Chairman is surprisingly connected with a8 
many as J.4 private concerns. 

The Committee would like to know whether a 
tborough enquiry was made to verify the personal 
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inlqrilY of non-ollicia1s who are appointed as Direc-
ton in Public Sector Undertatings. Such enquiries 
.t to ~ve been madj:, from Enforcement Direc-
torate, Central Board of DireCt Taxes and Central 
Board of Excise & Customs and similar other Depart-
ments and Organizations for verifying their antece-
dents particularly to find out whether they are 
involved in any economic o1fences. III the case of 
appointment of el'en subordinate government emp-
loyees intensive enquiries are made by the Police 
but iD these cases of appointments of Directors of 
Public Sector Undertakings, who are to act as trus-
tees, the COnmiittee have reasons to apprehend that 
no -w:rification is made at the time of appointment. 
It seems to have been only on the basis of the 
strength of the interested lobby. 

While it is a certainty that the non-oflicial busi-
ncwnen derive immense benefit through their asso-
cation with the Public Enterprises, the Committee 
apprehend that their presence affect the proper func-
tioning of the Enterprl$es: The Committee, therefore, 
require that no person from private sector should be 
selected for Directorship. 

The unsoundness of the practice followed by the 
Government in regard to' the composition of the 
Boards of Management aud selection of the Members 
of the Board could be seen from even a small thing 
like attendance at the BOard meetings. The atten-
daDee at the meetings of the Board of an Enterprise 
is an iDdel[ of the ifttereIt evinced by their members 
in the allairs of that enterprise. Tn the past the 
Committee have repeatedly, caned attention of the 
Government to the' thin attendance at the meetings 
of various BOards and Uf"Fd that those who have not 
shown interest should be weeded out. From the re-
cord of pr0ceedin8s of the Boards of Management 
~. a le.w ent~rp~ Itvailable with the Committee .. 
11 seen that the atteqd~ WaS not even 50 per J'f1 
of the strength of the Boards on ~any occasions. 
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This disturbing situation can only be attributed to 
the appointment of those person.; as part-time Dire<.:-
tors who are otherwise busy or who clearly lack 
interest in the affairs of the entl!rprisc concerned. 
What is more disturbing is the extent of non-parti-
cipation by the Government Directors themselves. 
For instance in the Central Fisheries Corporation 
over a period of a year and 4 months no Government 
Director attended the meetings of the Board on 6 
occasions. The Committee have no doubt in thcir 
mind that unless the Board of an enterprise is a 
homogeneous and dedicated team answerable to 
people periodically it cannot success which is evident 
from the fact that the :;>erforrnance of the public 
sector undertakings had hardly been good and had 
lately recorded sharp deterioration. 

The Committee are unable to find any justifica-
tion why particularly in the case (If Bolari Ores Ltd., 
Manganese Ore India Ltd., and Mysore Procelains 
Ltd., the sitting fee for the Director should be so 
high as Rs. 200/250. The Committee wOllder whe-
ther any guide lines have b::en issued in regard to 
payment of sitting fees and other allowances to the 
part-time non-official directors. It these have not 
bl!en issued it should be <:lone lonhwith and the pay-
ment of the DA should not exceed R5. ]00/- in any 
cue. 

GMGIPMRND-LS 11-4570 LS-3-4-79-:I379. 
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