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INTRODUCTION 

I the Chairman of the Estimates Committee, having been autho
rised by the Committee to submit the report on their behalf, 
present this Sixteenth Report on the Organisation and Adminis

tration of Nationalised Industrial Undertakings. 

During the course of their examination of the various nationalised 
undertakings under the Ministry of Production, the Estimates Com
mittee came across a large number of organisational or administra
tive defects and problems common to those Undertakings. The 
Committee studied these prdblems and came to certain conclusions. 
These are embodied in the present report. 



ORGANISATION AND ADMINISTRATION OF NATIONALISED 
INDUSTRIAL UNDERTAKINGS 

J. Introductory 
Government have in recent years undertaken a number of acti- . 

vities which formerly were considered beyond the purview of State 
action. Various industrial undertakings have been sponsored by 
Government and more and more industrial activities are being 
brought within the public sector. 

2. The Committee have given thought to the problems arising 
from such increased activities of Government: They have examined 
the form of organisation of these undertakings and have considered 
the problems arising from the constitution of such undertakings, 
such as the relations between the State Undertakings and the Minis
ter in charge as well as the question of Parliamentary control over 
them. They have also studied the present administration and orga
nisation of these industries and the problem of trained personnel 
therefor. 

3. Accordingly, the views of the Committee on these matters are 
stated in the following chapters. 

n Pattern of NationaUsed Undertakinp 

4. With the entry of Government into the business field, the 
problem of organiSing these undertakings in a form which will, in 
the words of Mr. Morrison, "combine public ownership, public 
accountability and business management for public ends" has arisen. 

5. Various forms of organisation have been adopted in other 
countries for similar undertakings. In our country, however, deve
lopment has taken place along two lines, viz., the Corporations and 
the Joint Stock Companies. As far as the organisational set up is 
concerned, the Committee are glad to note that generally. from the 
outset, no attempt was made to run such industries on the depart
mental basis-a form of organisation unsuited to any public or com
mercial activity except in such limited fields as the Posts and Tele
graphs Department and to some extent the Railways etc. 

6. The Committee note that most of the undertakings have been 
set up as public limited companies, a form of organisation which ~ 

besides giving scope for decentralisation and adoption of business 
methods, combine the advantages of' securing the public interest and 
co-operation in the management by encouraging the investment of 

I 
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private funds in such companies. The Committee, however, feel 
that in such Joint Stock Companies at least 25% of the total capital 
investment must be available for the public so that this objective 
may be attained. The Committee also recommend that while invi
ting private capital, Government should in order to avoid individual 

.. or group monopolies and other abuses of the kind, fix a ceiling for 
jndividual holding of shares as also on any dividends that might be 
-declared by such undertakings. 

7. In an ordinary public limited company ultimately the share
holders have the final control and the Board of Directors who also 
do have a financial interest in such companies are subject to the con
trol of the shareholders. In a Government undertaking organised 
.as a public limited company, however these safeguards for the em
dent running of the organisation, are provided in the shape of Par
liamentary Control and the laying down of policy' by the Cabinet. 
The problem of the relations between the Managing Director, the 
Board of Directors and the Minister as well as the relations between 
the Directors of the Board and the Managing Director become a 
difficult and crucial one. Tlie Committee consider that the Boards 
of Directors who have been appointed to the various public under
takings have not been fulfilling any useful role in as much as they 
;are all nominated by Government, mostly from the Government 
.officials of the various Ministries, their powers being limited. They 

, meet after long intervals and except for being modelled on the 
pattern of organisation usually adopted in a Private Joint Stock 
Company, nothing of importance either from the point of Govern
ment or from that of the undertaking has been done by them. The 
Committee, therefore. feel that this system of appointing Boards of 
Directors should be done away with. The Committee, however, 
,consider that the management of an undertaking should be entrusted 
to a Managing Director or a Boird of Managing Directors depending 
upon the size and importance of the undertaking. Usually 
when a Board of Managing Directors is constituted, it 
should consist of 3 or 4 members one of whom may be the Chairman. 
'The members should be men of wide experience preferably promi
nent businessmen and some at least of them should be persons of 
experience in financial matters and in the technical side of the 
undertaking. The Chairman and members of such boards should 
work collectively and on a functional basis. ,The Chairman should 
have in exceptional circumstances and where conditions demand, 

"sufficient power to exercise his discretion so that there is no delay 
I <>r waste of expenditure. In whatever matters the Board may be 

responsible to the Minister, .there should be a direct relationship 
between the two and the procedur~ as it is sometimes noticed, of 
treating a Joint Stock Company as a department, subject to the 
control of the Secretariat of the Mil;'ister, should not be encouraged. 
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The Committee feel that an Advisory Body should be constituted 

. for the purpose of advising the Managing Director on various matters. 
from time.to timf;!. The Advisory Body will oniy render advice and 
will have no p~wers to decide matters ot'policy or to give orders to. 
execute any of their directions. The Advisory Body will invariably 
senct a copy of their report to the Minister concerned for informa
tion. The Minister will thus be iI) a position to know the point of 
view held by a Body other than the Managing Director or the Board 
of Managing Directors. The Advisory Body will have the right of 
asking or calling for information on all matters excepting those
which have been specified by the Minister as being of a secret nature .. 
The Advisory Body will have also the right of unlimited criticism. 
and will offer advice on· any matters they deem fit. The Advisory 
Body will be kept informed by the Managing Director or Directors. 
through progress reports, balance sheets, development plans and any 
other schemes, which the management may have in view. 

The Advisory Body will consist of representatives from business,. 
labour or workers, consumers and Par~iament or Local Legislatures .. 
The appointments will be made by nomination by Government or 
by election, wherever there are recognised unions or associations of 
labour or consumers or other interested groups. Members of Parlia
ment or local legislatures will be appointed to such bodies by elec
tion by the Houses concerned. Action may be taken to make the· 
Statutory provisions required therefor. 

III. Relations between a State Undertaking and the Minister lOr 
charge 

8. State Undertakings are at present placed under the control of 
either the Ministry of Production or some other Ministry depending 
upon' the nature of the undertaking. The Committee have noticed 
that in the relations between these undertakings and the Ministry, 
the former are treated in the same manner as Departments and Offi
ces of Government controlled and supervised by the Secretariat. The· 
State undertakings have thus become adjuncts to Ministries and are 
treated more or less' on the same lines as any subordinate organisa
tion or office. The Committee deplore this tendency which has had 
a harmful effect 'ort the productive activity of the undertakings as 
these have be~n subjeCted to all the usual red-tape and procedura: 
delays common to a Government Department with serious' conse-· 
quential effect on production. 

9. A commercial undertaking must be run on business principles . 
. that is, it must have a large measure of autonomy in day to day 
administration. It should have; its own system of procuring raw 
materials, recruiting labour and personnel and should have a sepa· 
f~te organisation. It should of course be regulated. on the basis of 
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Company Law and subjected to commercial audit, cost ac~ounting 
and commercial principles of business. So far as -broad questions of 
policy are concerned, it may be subject to the general control and 
supervision by the Government, but it should be given a free hand 
within the framework of that policy to produce up to the opfmum 
size at economic cost. 

10. The Committee have elsewhere recommended the pattern of 
organisation to be adopted for r~nning State undertakings. The 
Committee have suggested an effective Board of two to three Direc· 
tors who should be responsible both for policy as well as day to day 
administration of the undertaking. The. Committee feel that the 
next step towards the objective that they have in view and which 
is summarised above is that the Board through the Chairman should 
be directly resposible to the Minister in the matter of broad ques
tions of policy which are within the sphere of responsibility of Gov· 
ernment. This arrangement will mean that whereas the Minister 
will have direct knowledge of the affairs of a national undertaking 
and will be in touch with its activit:es by a weekly or fortnightly reo 
port and periodical meetings between the Minister and the Board, 
the latter will have the means of knowing the Minister's mind 
directly and through hiln of the Cabinet and thus ,be in a positien to 
implement the policy quickly. 

11. The Committee visualize the setting up of a large number of 
national undertakings as and when State activities in the public 
field expand and consider that it would be necessary to appoint more 
than one Minister to be in charge of the national undertakings which 
shall have to be grouped in due course according to broad classifica
tion of the commodities and products and other relevant considera
tions, i.e., the importance of a particular product in the national acti
vity, the size of the industry, etc. The Committee have elsewhere 
provided sufficient safeguards in the field of recruitment of statt, 
labour relations and welfare, adoption of commercial prinCiples, etc. 
and consider, therefore, that the system of direct relationship bet
been the Board of a National Undertaking and the Minister will be 
a further step in the direction of quick deciSion, lesser cost of pro
duction and more efficiency. 

IV. Management Cadre 

12. In their Ninth Report, the Committee had recommended that 
for the management of State undertakings, recruitment should be 
made from people experienced in business, commerce, industry and 
trade so that these undertakings may be run on efficient business 
principles and practices. The Committee had also suggested that a 
common cadre of officers for the management of these undertakinp 
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. .sh9Uld be constituted with the designation of "The Indian Cammer
cial·and 'Indust~ial .service". As the State Industrial Undertakings 
are being cori$titut.ed in large numbers and fairly rapidly, the Com~ 
mittee consider' that a, decision should be taken by' Government in 
'~his matter very ~arly aTI(;! that the recommendation should be 
implemented without further delay. 

13. The experience so far gained in the :State Undertakings already 
constituted confirm the views of the Committee that the Adminis
trativeServiCe do not constitute a satisfactory source of recruitment 
of staft for the management of commercial enterprises of Govern
ment. It has been noticed that the'Managing Directors of the State 
Undertakings at present are mostly senior officers of' the Adminis
trative Departments of the Government and that, consequently, 
managements in these Undertakings find themselves un'able to adopt 
business methods as the officers have been accustomed all along to 
the procedure of disposal of business in Government departments, 

. quite unsuitable for the running of a commercial enterprise. 

14. The Committee consider that the problem of recruitment for 
the management cadre of State Undertakings could be met in two 
ways, i.e" either by drafting people with good record of busines3 
and commercial experience in the private sector; or by direct rec
ruitment of young men through Special Recruitment Boards, who 
'could. subsequently be given ~specialised training in industrial mana
gement. The Committee reaHse that the marked disparity in salaries 
between the private and public sectors would constitute a difficulty 
Hi adopting the former method of rectuitment. But, in their Ninth 
RePort the Committee had already recommended the fixation of a 
'ceiling for salaries in the private sector which, if adopted, would 
sdlve this difficulty. The Committee accordingly recommend that 
both the methods of recruitment be adopted for the present and that 
initialiy 'a 'start may be made along the' lines indicated in the first 
Of the two methods. 

'15. As regards recruitment of young officers through Special Rec
ruitment Boards, it is essential that they should, after recruitment, 
be given training both in ~his country and overseas, wherever neces
sary, so as to provide'tIie cadre with fully trained and capable 
officer~~ There are ~t prE;lsent a number of young men already trained 
"oru~~~r suc,h; tt:liin~ng in ,foreign countries either at their own ex
.pense or with.. qoverpmellt .and, other, scholarships. ,Government 

. 5110uld consi4«fr .. the. pOS$i.bility ,of,r~cruiting these people for the 
se,nrice, anc;! :wherever:po~ible .. nange to guide' their training 
accordingly. 
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,16. The Committee consider that it 'would not be in the natioml 
inteFest to postpone a decision in this maite-ran:y 'longe!. . .' ;';, 

V. Dispersal of industries' ", 

17. While the Committee do not wish to go into,the question of 
which industries should be taken I,lP, for nationalisation, they W0\11d 
stres.; the need for a proper dispersal of the, jndustries. Theynotic.e4 
in, thi,s connecJion that there has been an over·indush'jalijiation. !.of 
certain ,areas in ,the coun.try and a certain amount of'neglecf of ,tlJe 
other parts .. Such an uneven distribution, beside(:l creating disa,tlij*i.t 

. faction in the aff~ctedparts, leads to,unbala:nced,economieal' c;l,fv.e~ 
me:}.t. greater unemployment, and' less trade etc. in theneglf:ct~ 
area. .; ;., ( 

18. The Committee are not convinced that the neglected parts of 
the country are not sufficientty riCh til natural, resourees. . They 
desire that a comprehensive survey of all the 'factors;' geolOgical'lis 
well as economic, should he underta.ken :with it viewl·te~e~loping 
these areas. It is probable that sources of cheap pOW'er are laekmg 
in some of these areas and that in the present freighh:;tructure' and 
transport conditions the cost of providing' power ito thi1se areas may 
be rather h~avy, but the Committee feel that it is the duty ·of Gov-

, ernment to see that these handicaps are removed,: luidtbat the sources 
of power are created in these' areas' either :by de.feltJpi'nent of !power 
projects or by facilitating' cheap and easy transporf of coa1' to' 'those 

. ',.1 
areas. 

VI. MlscellaneousMatteft J " 

,19. During the course of the examination of the ,,*arious' under
takiqgs the Committee noticed a problem, commonly experienced 
in all: these undertakings, namely the difficulty in obtaining spare 
parts for the machinery. They feel that this problem is likely tQ 
develop into greater proportions when the machinery n~ly inS~ned 
has been in use for some time and consider tha,t ur~~%Jt a,~t!on ~ 
necessary for increasing the capacity for the manufactu're of machines 
and spare parts· in the country. .There is a clear, p..~ .. l,or the 
setting up of a Committee to survey the capllcity~~:tqE;~o\fntry 
with a view to developing as many industries for the manufacture 
of machtnes and'spare parts as possible.' Theprivate;sector should 

,also be given all encouragement for this ptlr~ebY. tae' organisa· 
tion of exhibitions of the machinery required etc. ~e Col11inittee 
would recommend to Government the appointment of a Commiftee 
similar to the Railway Equipment Enquiry Committee for: this 
purpose. 

20, The Committee have noticed that ·the' importance of Cost 
Accounting is not ,appreciated in 'SOme of these' nationalised under· 
takings. In the absence of cost accounting, control of expenditure 
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and efficient working are difficult. The Committee would, therefore, 
urge that ev.,nJrom the outset, cost 'accounting should be introduced 

. as a matter of course. 

21: In certain cases it came to the notice of the Committee that 
goods produced in the factories are not despatched long after they 
are manufactured and even where deliveries have been made, pay
ments remained outstanding for a considerable time. It is essential 
that the natiQnal undertakings work on strict commercial principles 
even where the transactions are with Government Departments. 
Accordingly there should .be no delay in the despatch of material 
from.ibe factories or in the receipt of payment therefor. which 
should be strictly in cash.' 

22. A number of factories have been organised on the basis of 
agreements with certain foreign firms. These Agreements were 
worked by different agencies who confined their attention to parti
cular Agreements and had little knowledge of how the others were 
working. There is no pooling of information with the result that 
the experience gained in one department has remained within itself. 
The Committee recommend that there should be a Section in Gov
ernment which should scrutinise these various Agreements and 
maintain upto·date detailed information and comparative data on 
their working. Past experience would then be available at one place 
and this will help Government in future negotiations. Information 
should ~ poQled, indexed, and carefully studjed in all its aspects by the 
Section which should be able to give expert advice to Ministries when 
called .upon to do so, al)d all future agreements may be vetted by this 
Sectioh. Certain principles should ,be evolved and Government 
should be able to know what should be a warning, what should be a 
sign for caution, what should be the difficulties they should 'avoid, 
and in general, what preliminary precautions they should take in 
order to ensure that the Agreements are satisfactorily worked. 

23. The Committee sllggest that this. Section should be under the 
Cabinet Secretariat. 

~., '; . ~ I \ 

24. ~esjdes~e consiitl,ltion of a common management cadre about 
which meJltion is made'8lsewhere, certain problems of staff recruit
ment, tr'aining,etc. common to all the undertakings, have been noticed 
by the' Committee, who make the following recommendations in this 
regard: 

(i) Vnskilled labour should be pre-<iominantly from amongst 
the local people ~f the. area in which the U miertaking 
Is situated. 'First preference for unskilled labour should 
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be given to the villagers who have been displaced from 
the place where the factory has been erected. ~ " 

(ii) Semi-skilled labour should consist mainly of local people 
and a representative group of people from all parts of 
the country in keeping with the national character of 
the organisation. Advertisements of vacancies in sk,Uled 
categories and above should be made in the leading 
newspapers of the country in all the recognised langua
ges and recruitment made on an all-India basis. 

(Ui) Omcers and staff should be representative of every part 
of the country. Only this will make the organisation 
truly national in character. Advertisements for posts 
should be made in all leading language newspapers' in 
the country. Recruitment should be made by Special 
Recruitment Boards, the composition of which should be 
laid down by Government. Independent non-ofticia1s 
must also be associated with such Boards. In the mat
ter of recruitment preference should be given to Sche
duled Castes and Tribes and other backward classes. 

(iv) Every year Government should make public a list of 
vacancies that may arise during the next two or three 
years in specialised branches so that students may ·study 
these special subjects. A list of names of Indian stu
dents specialising in particular subjects hi foreign cottn-

• tries, should also be maintained' by; Government: They. 
should receive guidance with regard to their advanced' 
studies and practical training, ' " " 

(v) Postings of Officers in the administrative and managerial 
side of the Undertakings should be done on a tenure 
basis for a period of four or five years, so that omcera 
do not by continuous stay in anyone particular Under
taking become inefficient and lose initiative. Transfers 
should be made from one factory to another, so that the 
experience gained by Omeers is available 'to the other 
industrial Undertakings. This, pollcy ,should not nor-

'maIly affect the technical staff, including those employ
ed ;on specialised work, who, have trained themselveS 

.. ,for a particular industry. , 

(vi) Suitable training establishments should be created in the 
various Undertakings for the training of new recruits.' 
Training facilities should Jx: properly advertiSed all 
over, the country so that stu~ents from all parts of the 

, country could benefit from such training. omcera ap
pointed to the higher grades should before actual ap-
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pointrnen~ be. given. a . theJ;'o.ugh trainins,· if necessary, 
~y s.eJldipg tl:lCm a.broad,.lO that ,whenJhey are appoin
ted, ~hey are f.~lly fap1iliar w~th the, \t\iri!>llS ~~s they 
have to perform. Effort should pJso b~ made to provide 
tr~ining facilities, such as 'Learn As You Work' Schemes 
~o' thol='c. who. Slr~ .alr~adr in e~ploymen.t)n the factory. 

. . ./. VlI~ ~~nitie8 for Staff, ~' .. 
"' . .'.~& •. The. Committee recommend' that .a~ far as possible att~mpts 
should be' .rrtadeio s1:andardise'· tl\e'anlenities to the staff of the vari
,o.~~ S~~W. Ulld!::rtaldngs and to see that certain minimum standards 
Ilr~;~'b!lerv.ed in the provisjon of those. amenities. They would 
recQmJJ:leml ~ti1ndardi~ati<m of the residential accommodation and of 
therccrca 40na1, edu~ationa1 and medical. facilities" of the policy in 
regard to the lay-ont of, the towns and their administration, and the 
supply 01 wat.er and electricity etc . 

. 26. The Committee found that the types of houses meant for the 
O,tficers, staff and labour' varied from undertaking to undertaking. 
TIle· Committ~e. recommend that startdard types of houses may be 

. .pre~!!t'ibed and ,that nIl the undertakings should construct houses 
",~ '.W: thes~ standard types. There may be variations according to 
'th~ nec~~ities of climate, availability of local· materials etc., but the' 
~~~~dard of. convenience and comforts may be comparable. In the 
b~Uding of the houses, there appears to' be a tendency to demarcate 
eKclusive areas for part.,icular grades of ' officers, and staff. This 
c~.aates:a se~e of 'aloofness and gives ,rise. to comple'Xes whicli should 
be. avoided. A sense of oneness should be creat~ in the staff. Offi
cers nnd staff should live side ·by side. 

'27. The' starT of thf'i>c State undertakings usually. live far from 
!. t6",n's' ~aIid clties and are denied the entertainment that people in 

cihes 'qsU'1lly get. It is, t.herefore, essential that the companies them
selv~spay "particular attention to the prov~sion of suitable amenities 
nit'recreation and entertainment of the staff. Social activities should 
be encouraged amongst that staff and suitable buildings and finan
cial grants provided for clubs. Hobbies such as gardening, if encou
raged will, ilpart fr?m providing suitable recreation, also add to the 
co1our and beauty of the township, The efficiency of the staff is to 
a" ~reat e:?Ctent dependent on their social well-being and the Com
mittee hope that suitable attentiop will be paid to this matter. 

28. The Committee noticed that most of t~ese undertakings had a 
township 'of their own where people, other than 'employees' of the 
faCtory, were usually not allowed to live. This; the. Committee feel, 
is; not a correctattltude to take. This exclusiveness creates a certain 
amount of rigidity which the Committee think should be avoided. 
Secondly,with fhe 'establishment of a factory, the ~rea around it also 
develops and this -development wUl be hampered if the township is 
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made exclusive, because the people who come to live near the lac-
tory will not have the amenities provided in the township. These 
outsiders may be charged for the amenities provided to them. The 
Committee feel that Government should reconsider their present 
policy in this respect. 

29. The Committee also feel that when two undertakings are ad
jacent to each other there should be common provision for amenities. 
One case is that of the Chittara,njan Locomotive Works and the Hin
dustan Cables Ltd. In such cases there should only be one township 
with common water and electric supply, common hospital and l'ec
reational facilities, common schools etc". Considerable saving in ex
penditure could accrue by this. 

vm. AnDual Reports 

30. The reports on the working of the State undertakings are now 
included in the annual administrative reports ·of the Ministries COD

cerned which are presented to Parliament. These reports are very 
short and general. It is not possible to form any idea about these 
undertakings from these scanty reports. The Committee recommend 
that each State undertaking should publish a detailed annual report 
giving a record of its activity during the past year, the progress made 
during the year, comparative statistics of previous years relating to 
expenditure, production etc., the balance sheet and profit and loss 
accounts, administrative changes and matiers relating- to the stair 
and their amenities, outstanding events and any other matters of 
importance that happened during the year and finally an indication 
of the work during the following year. The .I:--:'eport. sho.uld abo 
furnish such information as is usually provided in the form and 
contents of balance sheets and profit and loss accounts for Joint 
Stock Companies including a report on the stat~ of affairs of the 
business etc. These reports should be prest·nted to Parliament 
every year, before the budget of the Ministry concerned is taken up 
for consideration. 

31. The Committee also feel that proper publicity is not being 
given to these national undertakings. Attractive coloured picture 
postcards and small folders should be printed and made available 
to the public. This may be done in consultation with the Pi.:1)lications 
Division of the Ministry of Information and Broadcasting. Stalls 
representing the public sector and showing the contribution of that 
sector to the economy of the country in gcner1l1 should be opened in 
all the major exhibitions in the country. 

NEW DELHI; 
The 29th June, 1955. 

BALVANTRAY GOPALJEE MEHTA, 
Chairrlla.n, 

!'nimat~ Committee. 



APPENDIX I 

Summary of coaclusloDI/rceommelldatioDI of tbe Report of tiae 
Estimates Committee OD tbe Ol'J8DllatioD aDd Administration 01 
NatloaaUsed laclutrial UDclertakl .... 

----------------'-----------
Reference to 

S. Para No. ~ Summary of conclusions/recommendations 
No. of the report 

I 2 3 

I. 6 

2. 7 

At least 25% of the share capital of Joint Stock 
Companies working State undertakings should be 
available for subscription by the public. 

Government should also, while inviting private capital 
fix a ceiling for individual holding of shares, as al5() 
on any dividends that might be declared by such 
undertakings, so that individual or group mono
polies and other abuses of the kind may be avoid
ed. 

The system of appointing Boards of Directors for 
State undertakings should be done away with. 
Instead, the management of the undertaking should 
be entrusted to a Managing Director or a Board 
of 3 or 4 experienced Managing Directors, depen
ding upon the size and importance of the under
takin~. Members should be chosen for their 
expenence in financial matters and in the tech
nical side of the undertaking. The Chairman 
and munbers of such Board should work collectively 
and on a functional basis. The Chairman Should 
have, in exceptional circumstances, and where 
conditions demand, sufficient power to exercise 
his discretion, So that there is no delay or waste of 
expenditure. 

In whatever matters the Board may be responsi
ble to the Minister, there shOUld be a direct 
relationship between the tWo, and the pro
cedure, as it IS sometimes noticed, of treating 
a Joint Stock Company as a Department, subject 
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3 6 to the control of the Secretariat of the Minister, 
should not be encouraged. 

An Advisory Body should be constituted for the pur-
pOSe of advising the Managing Director on various 
matters from tune to time. 

The Advisory Body will not have powers to decide 
matters of policy or to give orders to execute any 
of their directions. The Advisory Body ,,,ill in-
variably send a copy of their report to the Minister 
concerned for information. The Advisory Body 
will have the right of asking or calling for informa-
tion on all ma~ers excepting those which have been 
specified by the Minister as being ofa secret nature. 
The Advisory Body will have also the right of un-
limited criticism. The Advisory Body will be 
kept informed by the Managing Director or Dir-
ectors through progress reports, balance sheets 
development plans and any other schemes, which 
the management may have in view. --The Advisory l)ody will consist of representatives 
from business, labour or workers, consumers and 
Parliament or Local Legislatures. The appoint-
ments will be made by nomination by Governments 
or by election, wherever there are recognised unions 
Or associations of labour or consumers : or other 
interested groups. Members of. Parliament or 
local legislatures will be appointed to such bodies 
by election by the HOUSe'S concerned. Action may 
be taken to make the necessary, statutory provi-
sions required therefor. 

3· 9 A Commercial Undertaking should be given 8 
free hand within the frame work of policy to pro-
duce up to the optimum size at economic COSt. 

4· 10 The Board of Managing Directors, suggested else. 
where, should be, through its Chairman, directly 
responsible, to the Minister in the matter of broad 
questions of policy which are within the Sphere of 
responsibility of Government. 

s· II As the field of state activities exp~d, and a large 
number of national undertakings come into being 
it would be necessary to appoint more than one 
Minister to be in charge of the national undertakings 
which shall have to be grouped in due course 
according to broad classification of the commodities 
and prodUcts and other relevant considerations. 
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A decision should be taken early on the question of 
recruiting men experienced in business, commerce, 
industry and trade, for management of State Under
takings, and on the question of setting up of "The 
Indian Commercial and Industrial Service". 

[The experience so far gained in the State undertakings 
already constituted, confirms the views of the Com
mittee that the Administrative services do not 
constitute a satisfactory source of recruitment of 
staff for the management of commercial enterprises 
of Government. J 

The problem of recruitment for the management 
cadre of State undertakings could be met in two 
ways; either by drafting people with good record of 
business and commercial experience in the private 
sector, or by direct recruitment of young men through 
special Recruitment Boards, who could subsequently 
be given specialised training in Industrial manage
ment. 

Fixation of a ceiling for salaries in the private sector 
as recommended in the Ninth Report of the Esti
mates Committee if adopted, would solve the 
difficulty caused by the disparity in the salary in the 
private sector and public sector, in adopting the 
former method of recruitment. 

IS Young Officers recruited through Special Recruit-
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ment Boards, should be given full training both in 
the country and overseas. Government should also 
consider the possibility of recruiting people already 
trained or under such training abroad and, wherever 
necessary, see that their training is adapted to this 
purpose. 

Industrial undertakings should be dispersed through
out the country and they should not all be concen
trated in any particular area or areas. 

A comprehensive survey of all the factors, geological 
as well as economic, should be undertaken with a 
view to developing the neglected parts of the country. 
Government should see that local d.ifficulties such 
as lack of sources of power, transport difficulties 
etc., are removed. 

Urgent action is necessary for increasing the capacity 
for the manufactUre of machines and spare parts in 
the country. There is need for the setting up of a 
Committee to survey the capacity of the country 
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in this regard. The private sector should also be 
given encouragement for this purpose by the orga
nisation of exhibitions of the machinery required 
etc. Government should appoint a Committee, 
similar to the Railway Equipment Enquiry Com
mittee, for this purpose. 

Cost accounting should be introduced as a matter of 
course in these natiortalised undertakings from the 
outset. 

National undertakings should work on strict commer
cial principles, even in their transaction with Govern
ment Departments. There should be no delay 
in the despatch of material from the factories, or 
in the receipt of payment therefor, which should 
be strictly in cash. 

A Section should be set up preferably in the Cabinet 
Secretariat which should scrutinise the Agreements 
with Foreign Firms and maintain uptodate detailed 
infonnation and comparative data on their working. 
Information should be·· pooled, indexed and care
fully studied in all it aspects by the Section, which 
should be able to give expert advice to Ministries 
when called upon to do so, and all future agreements 
may be vetted by this Section. The principles which 
should govern such agreements should also be 
evolved in this Section. 

The following are the further recommendations with 
regard to problems of staff recruitment, training 
etc.:-

(i) Unskilled labour should be predominantly from 
amongst the local people of the area in which 
the undertaking is situated. Preference for such 
labour should be given to the villagers who 
have been displaced from the place where the 
factory has been erected. 

(ii) Semi-skilled labour may consist of local people 
as well as a representative group of people from 
all parts of the country in keeping with the na
tional character of the organisation. 

(iii) Advertisements of vacancies. in skilled categories 
and above should be made in the leading news
papers of the country in all the recognised 
languages and recruitment made on an all India 
basis. 
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(iv) Officers and staff should be representative of 
every part of the country. Advertisements for 
post should be made in all leading language 
newspapers in the country. Recruitment should 
be made by Special Recruitment Boards,· the com
position of which should be laid down by Go
vernment. Independent non-officials must be 
associated with such Boards. In the matter of 
recruitm~nt, preference should be given to 
SCheduled Castes and Tribes and other backward 
classes. 

(f)) Every y~ar Government should make public a 
list of vacancies that may arise during the next 
two or three years in specialised branches. A 
list of names of Indian Students undergoing spe
cialised training in the various subjecUl in foreign 
countries should also be maintained by the Go
vernment. They should receive guidance with 
regard to their advanced studies and practical 
training. 

(f)i) Postings of Officers in the administrative and 
managerial side of the Undertakings should be 
done on a tenure basis for a period_of four or five 
years, so that officers do not, by continuous stay 
ID anyone particular Undertaking, become 
inefficient and lose initiative. Transfers should 
be made from one factory to another, so that 
the experience gained by Officers is available to 
other Industrial Undertakings. This policy 
should not normally affect the technical staff, 
including those employed on specialised work, 
v,ho have been trained for a particular industry 
only. 

(t.lii) Suitable training establishments should be set 
up in the various Undertakings for the training 
of new' recruits. Training facilities should be 
properly advertised allover the country so that 
students from all parts of the country may avail 
themselves of it. Officers appointed to the higher 
grades should, before appointment, be given 
a thorough training, if necessary, by sending them 
abroad, so that when they are appointed, they are 
fully familiar with the various tasks they have to 
perform. Efforts should also be made to provide 
training facilities such as 'Learn As You Work' 
~chemes to tbose who are already in employment 
In the factory. 
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As far as possible, amenities of the staft' of the various 
State undertakings should be standardised. It should 
also be seen that certain minimum standards are 
observed In the provision of these amenities. Stand
ards of resid~ntial accommodation,of and recreational, 
educational end medical facilities, should be laid 
down, and there should be a uniformity of policy in 
the layout of the towns and in their administration 
and in the matter of supply of water and electri
city. 

The types of houses should be standardised and all 
the undertakings should construct houses only of 
these standard types. There should not be tX-
elusive areas for particular grades of officers and 
staff. The officers and staff should live side by side. 

Special attention should be paid to the provisions of 
amenities for recreation and entertainment of the staff 
Buildings and financial grants should be provided 
for clubs. Hobbies, such as gardening, should be 
encouraged. 

Government should reconsider their present policy 
of not allowing people other than employoes of the 
factory to live in the towns built for the factories. 

When two or more undertakings are adjacent to eac h 
other, the amenities provided to the staff of those 
undertakings should be common. 

Each State undertaking should publish a detailed Annual 
Report giving a record of its activity during the past 
year, the progress made during the year under re
view, comparative statistics of previous years re
lating to expenditure, production etc., a balance
sheet and profit and loss accounts, administrative 
changes and matters relatings to the staff and their 
amenities, outstanding events and any other matters 
of importance that happened during the year and, 
finally, an indication of the work during the following 
year. The Report should also furnish such infor
mation as is usually provided in the form and contents 
of balance shee1s and profit and loss accounts of 
Joint Stock Companil"s including a report on the state 
of affairs of the business etc. These reports 
should be presented to Parliament every year, 
before the budget of the Ministry concerned is taken 
up for consideration. 

~Proper t'ublicity is not being given at present to the 
L,..: activittes of national undertakings. Attractive col-
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oured pictures, postcards and small folders depict
ing the activities of these undertakings should be 
printed and made available to the public. This may 
be done in consultation with the Publications 
Division of the Ministry of Infollnation and 
Broadcasting Stalls showing the products of the 
industries in the public sector and depicting their 
contribution to the economy of the country in gen
eral, should be opened in all the major exhibitions in 
the country J . 

• 
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