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INTRODUCTION

I. the Chairman, Committce on Public Undertakings having becn
authoriscd by the Committee to present the Report on their behalf,
present this Twenty Fourth Report on ‘Social Responsibilities and Public
Accountability of Public Undertakings’.

2. The Subject was cxamined by the Committce on Public Undertakings
(1992-93). The Committce took cvidence of the represcntatives of Indust-
rial Dcvelopment Bank of Indian on 3 February, 1993, Indian Oil
Corporation Limited, Bharat Petrolcum Corporation Limited, Electronics
Trade & Technology Development Corporation Limited, Oil & Natural
Gas Commission, Gas Authority of India Limited and Rashtriya Chemicals
& Fertilizers Limited on 4 Fcbruary, 1993; Stccl Authority of India
Limited, National Aluminium Co. Limited, Coal India Limited, Hindustan

ic Chemicals Limited, Artificial Limbs Manufacturing Corporation of
Indil -and Indian Mcdicines Pharmaceuticals Corporation Limited on S
Fcbruary, 1993 and Life Insurance Corporation of India, General Insur-
ance Corppration of India, National Small Industrics Corporation Limited,
Hindustan Igsccticides Limited National Mineral Dcvelopment Corpora-
tion Limited, "HMT Limited, Indian Drugs & Pharmaccuticals Limited and
Central Warehousing Corporation on 15 February, 1993. The Committce
also took cvidence of the representatives of Ministry of Industry (Depart-
ment of Public Enterprises) on 16 March, 1993.

3. The Committce on Public Undertakings (1993-94) considered and
adopted the Report at their sitting held on 21 December, 1993.

4. The Committee fecl obliged 10 the Members of the Committee on
Public*fndertakings (1992-93) for the uscful work done by them in taking
evidencai’and sifting information which forms the basis of this Report.
They would also like to place on record their sense of decp appreciation
for the invi[uablc assistance rendered to them by the officials of the Lok
Sabha Sccretariat attached to thc Committcc.

5. The Committce wish to cxpress their thanks to the Ministry of
Industry (Department of Public Enterpriscs), Ministry of Finance (Depart-
ment of Economic Affairs) and the Public Undertakings for placing before
them the material and information thcy wanted in conncction with
examination of thc subject. They also wish to thank in particular the
representatives of the Dcpartment of Public Enterpriscs and PSUs men-
tioned in Para 2 who gave ecvidence and placed their considered views
before the Committee.

(v)



(vi)

6. The Committce also wish to thank the representatives of Ministry of
Chemicals & Fertilizers (Dcpartment of Chemicals & Petrochemicals and
Department of Fertilizers), Ministry of Coal, Ministry of Finance (Dcpart-
ment of Economic Affairs), Ministry of Industry (Dcpartment of Heavy
Industry and Dcpartment of Public Enterprises, Ministry of Pctroleum &
Natural Gas, Ministry of Stecl, Cement Corporation of India Limited,
Coal India Limited, Fertilizers & Chemicals (Travancore) Limited, Gas
Authority of India Limitcd, Hindustan Organic Chemicals Limited, Indian
Drugs & Pharmaccuticals Limited, Indian Pctrochemicals Corporation
Limitcd, Kudremukh Iron Ore Company Limited, Manganese Ore (India)
Limited, National Mineral Development Corporation Limitcd, Rashtriya
Chemicals & Fertilizers Limitcd, Sponge Iron India Limited, Industrial
Development Bank of India, Industrial Finance Corporation of India
Limited, Industrial Credit & Investment Corporation of India and Unit
Trust of India for making valuable suggestions beforc the Study Group-I of
Committce on Public Undecrtakings (1992-93).

NEew DELH; VILAS MUTTEMWAR
December 22, 1993 Chairman,
Commitiee on Public Undertakings.

Pausa 1, 1915 (S)
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PART 1
BACKGROUND ANALYSIS
I. Introductory

1.1 The origin of social welfare in India can be traced back to the
ancicnt times when society had certain in-built organisations for the relief
of those in nced or distress. The right of the indigent to receive succour is
recognised in societies dating back to the Vedic Times. The responsibility
of society towards individuals in distress and the ncedy was shared equally
by the people and their rulers. Kautilya's Arthasastra also holds the king
responsible for the care and protection of the helpless, the weak and the

“aged and also of the families of deceased soldiers and workers.

1.2, Independence brought new visions of a Welfare Statc and the
aspirations and urges of our pcople were reflected in the Constitution of
India. In a Welfare State all arc assured of adequate help in casc of neced
based on the principle that the State and the community at large had a
duty to hclp its ‘less fortunate members.

1.3 The Public Sector in India was deployed as a potent instrument of
socio-cconomic devclopment with a view to develop sound agricultural and
industrial base, overcomc economic and social backwardness and for
generating sufficient surpluses. That social upliftment was one of the major
considcrations which favoured setting up of the Public Sector is clear from
the Industrial Policy Resolution, 1956 which inter-alia states:

“The adoption of the socialist pattern of society as the national
¢ ebjective as well as the nced for planned and rapid development,
i‘équirc that all industries of basic and strategic importance, or in
tm; nature of public utility services should be in the public sector.”

1.4 Although with the passage of time massive investments have been
made for the cxpansion of public enterprises, the macro and micro
objectives and obligations in the sphere of social responsibilities have not
been defined by the Government and individual Undertakings. As a result
of this the social responsibilitics to be discharged by Public Undertakings
continue to remain as ambiguous and undcfincd as cver before. It was in
this context that the Committce on Public Undertakings (1991-92) decided
to sclect the subject ‘Social Responsibilines and Public Accountability of
Public Undertakings (a) with particular reference to the benefits accruing
to region/arca and the people concerned specially Project Affected Persons
(PAPs) and (b) Recruitment of employces from Class I downwards to

Class IV’ for horizontal study.
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1.5 The Committce called for Preliminary Matcrial on the subject from
all the Public Undertakings. In all information was reccived from
225 Public Undertakings.

II. Social Responsibilities of Public Undertaings
A. Concept, Scope and Sphere of Social Responsibilities

2.1 The concept of a Welfare State is derived from the Preamble and the
Directive Principles of State Policy in the Constitution of India. The
Preamble enjoins upon the Government to secure to all its citizens ‘Justice,
Social, Economic and Political’. The concept of a Welfare State is amply
defined in Article 38 of the Constitution of India which provides as
follows:—

*(1) The State shall strive to promote the welfare of the pcople by
securing and protecting as effectively as it may be a social;
order i which justice, social, cconomic and political, shall
inform all the institutions of the national lifc.

(2) The State shall, in particular, strive to minimise the incqualities
in income, and endcavour to climinatc incqualitics in status,
facilities and opportunities not only amongst individuals but also
amongst groups of people residing in different areas or engaged
in different vocations.”

2.2 Article 39 of the Constitution also provides inter-alia that the State
shall in particular direct its policy towards securing that thec ownership and
control of the material resources of the community are so distributed as
best to subserve the common good and that “thc operation of the
economic system does not rcsult in the concentration of wealth and mecans
of production to the common detriment.” There is a further direction to
the State in Article 41 of-the Constitution which lays down that “the State
shall, within the limits of its cconomic capacity and dcvclopment,” make
cffective provision for securing the right to work, to cducation and to
public assistance in cases of unemployment, old age, sickiip‘ss and
disablement, and in other cases of undeserved want.” Thcs(f-‘\f’rinciplcs
clearly enunciate the social policy in the country and form thd basis of
planning. The Directive Principles have been reflected in the Five Year
Plans which have sought to raise the socio-economic level of-all people,
specially of the weaker sections.

2.3 From the information furnished to th¢ Committce, it is scen that
some of the Public Undertakings were not clear about the very concept of
social responsibilities.

2.4 On being enquired about social responsibilitics discharged by the
Corporation, State Trading Corporation of India Limited (STC) stated in a
written reply as follows:—

“Since our Corpertation is engaged in trading activitics i.c., imports
and cxports, and have not sct up any project, the question of giving
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any facilitics by our Corporation to concerned areca/pcople of the
region/district) tehsil/surroundings in the matter of health, cduca-
tion, sanitation, roads, electricity, supply of drinking water, etc.
does not arise.”

2.5 Videsh Sanchar Nigam Limited stated in a note as follows:

“The Company has not planned or undertakcn any activity solcly
for social welfare as its structure does not permit it to do so. Hence,
the question of specifying purely social objectives without any
commercial basis does not arisc.”
2.6 Giving the dctails of social responsibilities discharged, Food Corpo-
ration of India (FCI) stated in a note as follows:

“Following arc the main spheres of activitics undcrtaken by the
Corporation:

(i) The Corporation alongwith othcr Government agencics is always
present in the market to purchase ail the stocks of FAQ
standard offered to them at minimum support prices fixed by the

+  Governmcnt of India. This protects the intcrests of the farmers

“s from distress salc in the cvent of surplus foodgrains production.

(ii) "The Corporation makes available foodgrains in all parts of the
country to cater to the nceds of PDS and special schemes like
ITDP, RPDS in all scasons at uniform prices.

(iti) The Corporation maintains buffcr stocks of foodgrains to meet
the additional requircment or ecmecrgency demand duc to
natural calamities, ctc.

2.7 The above functions mentioncd by FCI are mostly part of thc
7:;'Cﬁi_t'qpiiny‘s corporate objectives. In reply to a question as to whcether the
Cbrf)omtion did undertake any activity in the ficld of promotion of literacy
aﬂ!Providing higher education, hcalth and family wcifare, providing clcan

drinkipg watcr, environmental protection and sanitation and development
of infidfructural amecnities and facilitics, FCI rcplied in a note in the
negative.,;

2.8 On the other hand, many of the Public Undertakings were conscious
of social spbligations and cven staunchly advocated in favour of it

2.9 During cvidence of represcntatives of Stcel Authority of India
Limited (SAIL), the Chairman, SAIL linked social responsibility to
conscicnce. He stated in evidence:

“To my mind, the responsibility is two-fold of a public undertaking's
officers or top executives. As a citzen, if I go out on the road and
find somebody being run over by a car, I will immcdiately try to
take him to a hospital. This is not a sort of obligation, but an
obligation which is combincd with conscicace that I have. I can just
disregard it and go ahead. If an individual is bound to do ccrtain



4

things with conscience, a public undertaking is more fitted, morc
equipped, better placed to do things.

We have evolved a new concept of social responsibility linked
with conscicnce. Your conscience should be how best you can help a
person who comes in contact with you, how do you give him a sense
of belonging and how he gets a sense of belonging. We start from
the areas where our units are located.”

2.10 Terming social responsibilitics and ‘investment’ in the rcal sensc,
the Chairman, SAIL further stated in evidence:

“Another attempt or philosophy has becn that investment in the
region is not considered as an obligation. I am sorry to have a slight
difference in approach from what you stated. Wc think that it is an
investment. It is an investment becausc if this investment docs not
take place then the tension that would be generated would itself
jeopardise thc functioning of the stecl plants.”

2.11 Expressing the view that it was considered a duty that people in the
region should be benefitted by the existcnce of a public undertaking in a
particular place, the Director-in-Charge, Hindustan Organic C}hemlcals
Limited (HOC) stated in cvidence: N

“HOC is located in a backward area. The distance from Bombay is
around 70 kms. But apart from the distance, it was really in a very
interior location and for a long time, when we sct up our industry,
we did not have even proper approach roads. The villages around
were having ever worst conditions. As a Goverdment company we
had some rcsources of our own whercas the rural population there
was not having any such facility and they were totally lacking all
these facilities for decades or centuries. We thought that this is our
duty to really take into account the problems that they have been
facing and the sacrifics that they have made by sparing their land
for our project and we always took it as our duty to scc that they
also are benefitted by our existence in that area and to sce t\mt their
lot is improved.”

2.12 Enquired about the scope of social responsibilities thG Chairman,
Indian Oil Corporation Limitcd replicd in cvidence as follogs:

“Most of our refincries arc in the rcmote arcas in Assam and
Guwahati. Beforc we put up our refinerics, there was absolutely
nothing available. We have achicved the highest standard of
environment. Onc of our basic social objectives is to scc that we
provide assistance to preserve our culture, art and national heritage,
and thc causes which directly promote employces’ growth and
welfare alongwith the welfare of the community at large, like
contributions to the hospitals, educational institutions and sports.
These are the causes which generally crcate goodwill as a good
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corporate citizen in the arca in which we generate' and we also
ensurc to the extent possible that we make contributions to
literacy, medicines, hecalth, communications and development of
sports, art and culture.

Indeed some of thesc are enshrined in our corporate mission,
objectives and obligations of the Corporation which have bcen
written down. Wc sec that we live as per the spirit and thc letter
of what is enunciated in the corporate mission and objcctives. We
have a community in the Indian Oil of almost 34000 strong.”

2.13 In this connection, Central Inland Water Transport Corporation
Limited stated in a written note as follows:

“Public Undertakings are broadly expected to fulfil commercial
target through investment with rcasonable rcturn and at the same
time may undertake the social responsibilities on voluntary basis
keeping pace with the national policy as well as follow-up the
directives/guidclines of the Government for upliftment of the
weaker section of the socicty besides employces of PSUs.”

2.14 Og social responsibilitics, Hindustan Prefcb Limited stated in a
written reply as under:

“The very purpose of forming the PSUs is to achieve accelerated
ovcerall economic growth of the country in a planned and systema-
tic manner. Further, the PSUs have various social responsibilities
too, which related to generating employment, developing the area
in and around various projccts, keeping welfare of the pcople both
working as well as local population always in view, providing goods
and scrvices at a rcasonable price to the community at large and
so on.”

2.15 ‘When cnquired about the sphere of social obligations discharged
by the Central Warchousing Corporation (CWC), the Chairman, CWC
rcplied'a'nL evidence:

“So far as environment plans and water supply are concerned, in
our warehouses we have taken sufficient steps. We have taken up
trce plafitation, both inside and outside the warchouscs. We are not
going ifto the village. We have not done anything to augment the
facilities in the villages around, cxccpt that we have cnsured that
water is available through our warchouses. But we have not pro-
vided any special health and medical facilitics besides the ones that
are available for our staff and that also in the form of repayment
through our reimbursement programme after thcy have availed of
the facilities.”

2.16 On being further asked to specify thosc activitics which related to
social responsibilities, the witness conceded:

“We understand. We are doing only for our staff now, except that
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we have now started in certain cases providing to the children of our
cmployces, some more facilitics when we acquire land for our
nccds, the people of that arca are offcred employment.”

2.17 During evidence of the rcpresentatives of Life Insurance Corpora-
tion of India (LIC), thc Committee wanted to know as to what arc the
social responsibilitics being discharged by the Corporation. The Chairman,
LIC replied in evidence as follows:

“Our main function is in the insurance field and whatever we are
doing for the upliftment or the betterment of the weaker scctions of
the socicty, in the rural arcas and the backward arcas is donc
through the medium of insurance.”

2.18 On insurance cover given to the weaker scctions of the socicty, the
witness statcd:

“As far as LIC is concerned, we have set up a Social Sccurity Fund
for sctting aside Rs. 100 crores in the year 1988, and through this
Social Seccurity Fund, we are provndmg insurance cover 1o ccrtam
weaker scctions of the socicty. 50% of the preinium for thesc ’
weaker scctions’ scheme is paid out of this Sccial Security Fund.
There are certain schemes for which we are paying 50% sof the
premium, such as, schcme for the brick kiln workers, handlooms
weavers, primary milk producers, cte. There are 22 such groups for
whom there are insurance schemes and 50% of the premium is paid
out of the Fund which has bcen set aside by LIC.

There are two other major groups—Ilandless agricultural labourers
and the loances of IRDP Schemes. For the first oné per cent of the
premium is paid out of this Fund which has been set aside by LIC.”

2.19 The Committce pointed out that these functions formed part of
objectives of LIC whercas the information being soughi was on social
responsibilities. The withness then conceded as follows:

“If you mean providing somc special hospitals or some: ‘m‘h
facilitics, that we arc not doing specially or scparately.” z*"
2.20. However, the Chairmar LIC held out an assurance bqﬁbn. the
Committec:
IPTTOTRI if the Committee 1s suggesting any other social yesponsi-
bility work to us we will definitely look inte it. We are now doing in
a small way through giving cncouragement through loans, cte. It is
not donc in a big way. If there is any direction from the Committee,
we will certainly do it.”

2.21 On being asked to cxplain the measures . oy General
Insurance Corporation of India (GIC), in this regard, the Chairman, GIC
stated in evidence:

*“With regard to the question of social responsibility, in a small way
something is done. Onc is, for those who get killed in the accidents
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and there is no insurance protection, there is a schecme by which the
GIC has set up a fund called Solatium Fund. Though it is in a small
way of social responsibility, it is not to the cxtent thc hon'ble
Members would expect.

With regard to reserved category of people, we have set up a
fund of Rs. 50 lakhs to provide training and education of Scheduled
Castcs and Scheduled Tribes members. Two years ago we set up
this fund in the ycar of Dr. Ambedkar Centenary. This money will
be utilised for training the weaker candidates before recruitment to
enable them to equip better.”

He added:
“About the question of specifically paying for hospitals and schools,

it has not been undertaken. If it is definitely the desirc of this
Committee to do that then wc will take it up.”

2.22 Enquired as to whether it was not fclt that being a Public
Undertaking, the Corporation should do somcthing: for the wellbeing of
the people, the witness replied:

.“The answer straightaway is “Yes”. No Indian can fecl that such a
responsibility does not exist.”

The witness went on to say further:

“I think, we will definitcly prepare a proposal with regard to this.
Sincc ours is an all-India institution, there will be issues such as
where the arcas are to be sclected, what help and attention is to be
focussed and how can this scheme be spread everywhere. Some kind

of help and guidance is required as to how to allocate. I would only
say that we will move in the matter.”

2.3. On the spheres of activities identified for fulfilment of social
responsibilitics, Gas Authority of India Limited (GAIL) informed the
Cammittec in a notc as follows:

\ “As far as GAIL is concerned the following spheres of activitics
+have been identified for fulfilment of social responsibilities, specifi-
cally towards the socio-economic development of the regions neigh-
bouring its work centres:

(i) Developing basic amenities like construction of approach roads,
provision of drinking water, primary hecalth and medical
facilities.

(ii) Developing economic base by promoting local residents to take
up contracts for the various services like upkecp of township,
horticulture etc.

(iii) Community Development: By setting community devclopment
centre wherce facilities for craft training could be provided and
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by providing spccial programmes raising thc standard of liv-
ing (provision made for educational assistance/stipend etc.
for educational/vocational training).

(iv) Primary and Adult Education: Through financial assistance
for setting up of infrastructural facilities for primary schools,
centres for adult education, etc.

(v) Providing medical assistance to the local populace and
undertaking extensive health and family welfare programmes.

(vi) Protection of environment by undertaking widcsprcad af-
forestation.

(vii) Gencerating opportunitics for employment for the local popu-
lation through cxpansion of services and facilitics in the reg-
ions.”

2.24 In this conngction, Oil & Natural Gas Commission (ONGC)
stated in a note as follows:

“ONGC has identified the following sphcres of activities for.:
fulfilment of social rcsponsibilities:

(i) Undertaking Development Projects like constructioa  of
roads/bridges providing drinking water, gobar gas, strect
lights, etc. in the arcas of operations.

(i) Family welfare programmes and medical assistance. '

(iii) Promoting education by way of grant and also through the
K.V. Schools. .

(iv) Employment to local persons to mect the work require-
ments.

(v) Protection of .environment, preservation/improvement  of,
ecology and achicvement of high standard of environmental
pollution control mcasures including trees plantation and.
afflucnt disposal, ctc.. Environment Protection is one.xof
Commission’s objectives. ?‘?‘

(vi) Encouragemcnt of sports, including adventure, promo%n of
art and culture and preservation of national hcritage.*

(vii) Donations to PM/CM funds to mitigatc the hardship of
people in the wake of natural/mational calamities.

(viii) Supplimenting the Nation's/State’s efforts in the improve-
ment of the lot of wcaker sections of the socicty and
improvement in the quality of life.

(ix) Support to causes and institutions which would help gener-
ate goodwill for the organisation in the nationalinterna-
tional arcas, so as to enhance the organisation’s image as a
corporate body responsive to the social responsibilitics.



2.25 Giving the details of activitics undertaken by Stecl Authority of
India Limited (SAIL), the Committee were informed in a note:

“To fulfil its social obligations work in the following arcas are
undertaken:

(i) Education,
(ii) Mecdical,
(iii) Family Welfare,
(iv) Literacy devclopment/adult education,
(v) Cooperative Societies and distribution of essential commodities,
(vi) Housing,
(vii) Canteen,
(viii) Community/Peripheral Development.

In the arca of community/peripheral development the following
broad items are undertaken by the plants according to the needs:

.- (1) Road and improvement of existing roads,
(ii) Drainage,
(iii) Drinking water facilities,
(iv) School building, community centres,
(v) Employment generating schemes,
(vi) Periodical medical care for viltages and their livestock,
(vii) Desilting and renovation of community wells, tanks, ponds etc.,
(viii) Agricultural improvement including distribution of seeds and
fertilizers,
(ix) Development of poultry, dairy and piggery etc.,
+{x) Antyodya Scheme.”
2.26;'-'Elucidating the activities undertaken by National Minecral Develop-

ment Corporation Limited (NMDC) with a view to fulfil social respon-
sibilities, the Chairman, NMDC stated in evidence as follows:

“In gencral terms I may state the main spheres in which NMDC had

engaged itself for fulfilment of social responsibilities. These are

given bclow:

(a) To maintain the quality of ambient air and natural sources of
water and controlling noise znd vibration levels of operations
within p: :ribed limits so that the sorrounding villages arc not
affectcd by the mining operations.

(b) To provide clean drinking water to some of the ncarby villages
of the project where adivasis mostly live.
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(c) Providing medical and health check up facilitics for adivasis and
others in the nearby villages.

(d) Providing quality higher education facilitics to them.
(e) Improving communication facilities like roads, transports etc.

(f) Improving infrastructure facilitics like market places, cultural
and recrcation facilities, ctc.

(g) Providing employment for local pecople to the extent possible.

(h) In these arecas, there are a lot of tribals. Training and devclop-
ing such employees to mcet the requirement of the Corporation.

2.27 NMDC projects have cndeavoured to undertake the following
activities in this regard:—

(a) Improvement of approach roads to the adjacent villages.
(b) Construction of permanent Health Centres at the nearby
villages.

(c) Rest shelters at the project hospital premises for the faa‘ﬁty of
relatives of in-paticnt tribals. i

(d) Free mcdical and dict facilitics to the in-paticnt local people in
project hospitals.

(e) Erection and commissioning of bore-wells at thc ncarby villages.

(f) Installation of solar pumps for the cxisting wclls. Supply of
water through overhead tank and pipeline.

(g) Construction of additional classrooms in Governmcent Tribal
Higher Secondary School and School building at Bailadila-5
hilltop for Tribal Department Schools.

(h) Construction of adult education/vocational centre building.

(i) Construction of Government Industrial Training Ingfiftion
building at Bhansi which caters mostly to the lom"tribal
students. &

() Environmental measures to control air and water poth:tion and
improve the quality by systematic programme of plantation of
saplings.

(k) Allowing local pcople to travel in the project buses free of
charge.

(1) Encouragement to tribal vendors to sell their various produces,
vegetables ctc. in the weekly markets at projects.

(m) Employment to local people.

(n) Training to local people in the Training Institution sct up by
NMDC.
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(o) In the casec of NMDC’s employees, NMDC bcing a public sector
all those above facilities are extended to NMDC employecs as
per the various rules, regulations, statutes, guidclines, directions
etc. received from Government time to time.

(p) In cach of the mines, NMDC has full fledged township for its
employecs with all infrastructural facilitics like housing, schools,
hospitals, welfarce centres, nice cnvironment ctc. as applicable to
such PSU township.

2.28 During evidence, highlighting their activitics the Dircctor-in-
Charge, HOC stated:—

A

g

“HOC has bcen giving help for building school buildings in the
area, giving them nccessary library equipments and other assistance
for constructing approach roads. It has also provided water supply
to many nearby arcas. HOC took the initiative to lay the pipcline in
many villages, who could not afford to pay even the running charges
for supply of water. HOC has not been recovering any water
charges from them and has been supplying water, frec of cost to the
nearby villages. HOC'’s hospital is always kept open for the bencfit
of the rural population and we have been taking cven the delivery/
matcrnity cases as well as the opcration cases for the benefit of the
rural population, We have given full discretion to our Chicf Medical
Officer to give all the medical benefits free of cost, if according to
his judgement the patient cannot afford to pay for the same. We
have also given donations to other cfforts in that arca. When the
new industrial township was set up there, under the name of
Patalganga Industrial Arca, the river water quality came down and
the reservoir from which about 60 villages were getting the water
supply was on th¢ down-stream whereas the water that we are
getting was on the upstrcam of the industrial area. So, it was
damanded by the villagers that a pipeline should be laid from the
rescrvoir from which we arc taking water, to bring the watcr to the
:'downstrcam reservoir and supply the same water to all the villages
fround. The scheme is costing about Rs. 70 lakhs. For that HOC

y ok lcad and donated Rs. 22 lakhs. We also started a medical

centre in the name of our first Managing Director who was very
popular among the rural population. In that we mainly tackle these
cyc ailments. Wc have given spectacles to many persons in the arca
frece of cost. We have conductecd many eye opcrations. We used all
our hospital facilitics for the purpose. We have also traincd about
fifty rural hcalth workers particularly women in that arca to whom
we have given the first-aid kit. We have given some basic training in
hygicne and health and for treating minor ailments. These women
keep the statistics of the birth and the death ratc in the arca and
guide the villagers about pre-natal and post-natal trcatment. They
also bring the scrious cases to our hospital. Every weck we hold a
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meeting of these village workers. Our doctor conducts the mecting
and guides them for any further hclp that thcy want. It has rcsulted
in giving a good mcdical care to the villagers.”

We have also donated to the drinking water schemce to the extent of
Rs. 11 lakhs. For a similar scheme in Ahmednagar we have donated Rs. 22
lakhs.

2.29 Stating a particular casc wherc the Company took initiative for the
welfare of local residents in the Bokaro Stecl Plant, the Chairman, SAIL
statcd in evidence:

“I have been in Bokaro and I can citc some examples. We have a
large number of pcople around the plant who also kecp cattle and
sell milk. It is consumed in huge quantitics and there arc a number
of people who have sct up Khatals to fced the cattle and it becomes
a source of tension between the communitics. What we have donc
to put thecm together is that we have carmarked land for them to
give thcm cattle sheds and this has given results. In futurc we arc
hoping that thcy would be ablec to put up together a common
pasturisation unit and likc that, which will be hygicnic and health
oricnted. Onc has been recently inaugurated by the Chicf Minister
of that State.”

B. Government Guidelines

2.30 As far back as in 1965 the Committec on Public Undertakings in
their 7th Report (3rd Lok Sabha) had rccommended that objectives and
obligations of Public Undcrtakings including those in the social sphere
should be dcfined clearly: ’

“This Committee, thcrefore, consider that the time has now come
that Government should clearly enunciate the economic, financial,
and social responsibilitics of public undcrtakings so that thecy are
wcll understood by the management of these Undertakings.”

2.31 The Committec reiterated the rccommendations in their 40th
Report (5th Lok Sabha) on ‘Rolc and Achicvements of Public Un
ings’ and rccommended that the White Papcr promised to the Congit
on the subject be presented to Parliament sctting out inter4yfia the
following:—

(i) A framework of principles of Government's general economic,
financial and social strategy for public sector undertakings;

(i) micro objectives, both financial and cconomic, of cach Public
Undcrtaking and providing for review from time to time; and

(iii) Quantification of social objectives and obligations and issuc of
Government directives in appropriate cases.

2.32 On 23rd Deccmber, 1977 the Government spelt out the macro-

objectives of Public enterprises, both financial and economic, in the
Industrial Policy Statement made in Parliament. Subscquently in May,
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1979 the then Burcau of Public Entcrprises (BPE) issued instructions to all
Ministrics to advise thc Public Undertakings under their administrative
control to frame thecir micro objectives, both financial and economic,
consistent with the road objectives spelt out in Government Industrial
Policy statcment of Dccember, 1977 and get them approved by their
administrative Ministry to facilitate mcaningful cvaluation by Parliament
and the Government.

2.33 The Committec wanted to know whether any guidelines had been
issucd by Government to the Public Undcrtakings in matters pertaining to
fulfillment of social responsibility. Bharat Petroleum Corporation Limited
(BPCL) replied in a note as follows:—

“Guidclines have been issucd by the Government in the following
areas:

(i) Directives on formulation of Tribal Sub-Plan from Government of
India. Refcrence O.M. No. J-26011/2/89-SCT dated 8.6.1989.

(ii) Guidclines on land acquisition and rehabilitation of Projcct
Affectcd Pcrsons from Dcpartment of Public Enterpriscs. Refer-
ence No. 15/13/84-BPE (C) dated 3.2.1986."

2.34.In this context, Bharat Yantra Nigam Limitcd (BYNL) stated in
written reply:—
“The guideclines in thc mattcr arc only broad and possibly there is
scope to clearly sct thecm out in a modified manner. In fact, the
social responsibilitics arc possibly required to be dcfined in a morc
quantified manner to avoid variation in approach from onc cnter-
prisc to another.”

Oil India Limited suggested in a notc as follows:

“Government should define the policy more specifically by outlining

the avenucs to be undcrtaken and prescribing a minimum/maximum

allocation of rcsources with full autonomy to PSUs to execute within
s such definitions at the micro level.”

2‘&5 Onc being asked whether the social objectives of the Company have
been ¥pecified in the long term Corporate and Annual Plans, Mazagaon

Dock Pimited (MDL) rcplicd in a notc:—

“The long term corporate plan of the Company in respect of social
objectives has not been drawn yct for want of clcar guidelines from
the Government. But from the Company's long term Corporate
Plan for the business indirectly, somc aspects of the social obligation
can be fulfilled and in that light the Company undcrstands that if by
sound performance, a profit can be gencrated, it can be partly
reinvestcd by Government in the ficld of social objectives.”

2.36 In reply to the query whether it was desirable to clcarly lay down
social responsibilitics to be fulfilled by Public Undcrtakings at macro level
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by the Government in order to make Public Undcrtakings conscious and
committed to the social upliftment of the society at large and the people of
the area/region in which their units arc located in particular, Videsh
Sanchar Nigam (VSNL) stated in onc notc as follows:—

“Yes, we do agree that in order to make Public Undertakings
conscious and committed to the social upliftment of society at large
and the people of the area/region in which their units arc located in
particular, the Government of India should lay down the social
responsibilitics to be fulfilled by the Public Undertakings at macro
level.”

2.37 Replying to the samec question, Container Corporation of India

Limited informed the Committee in a note:—

“In the context of competitive environment in which the public
undertakings arc required to function cfficiently, the social respon-
sibilitics to be fulfilled by the public undertakings need to be
dovctailed into their primary and basic objective. In relation to the
responsibilities to be fulfilled at the micro level, the basic guidelines
should be decided by the Government. In deciding the various a;cas“
of responsibilitics, the macro level perceptions are better captigned
by thc Government rather than by the public undertakings. #At the
micro level, however, it should be left to the individual undcrtakmgs
to cmbark upon particular schemes or programmes related to its
objcctives and functions.”

2.38 In this context Oil & Natural Gas Commission stated in g hote as
follows:—

“There is a nced to clearly specify the role for cach public
undertaking or a group of similar industries in discharging the
obligations towards the upliftment of poor, development of arcas in
which the operations arc undcrtaken, social welfare of the people at
large etc. If macro level social responsibilitics are laid down by the
Government, it would help in deciding the micro level rc.spon-
sibilities by PSUs.” -

2.39 During the sitting of Study Group I of the Committce on,Public
Undertakings held on 24.4.1992, while discussing thc necd for layigf down
certain guidclines by Government on social responsibilities which éeuld be
followed by public undertakings, thc Chairman and Managing Director,
Indian Petrochemicals Corporation Ltd., stated:—

“The Dcpartment of Public Enterpriscs has from time to time issued
certain guidelines and circulars on the subject; whether it rclates to
cmployment, social work and ncighbourhood relations. If we take
stock of the current guidelines we would know what is the basis of
the guidelines. In addition to the guidelines. practically every
undertaking is doing something. There are various case studies. On
our part, we have felt that a good deal of social work and response
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to necighbourhood aspirations depend if it is voluntary, on indi-
vidual interest, as it is not institutionalised. So, we should prop-
osc to do it in such a way so that it is not dependent on a Chicf
Executive’s interest in rural development, but it gets institutional-
iscd as an activity, which is of a permanent naturc.”

2.40 On being asked as to whether it was not desirable that the term
‘Social Responsibility’ was dcfined and the sphere of activities by PSUs
in this regard quantified, the Secretary, Ministry of Industry (Depart-
ment of Public Enterprises) stated in evidence as follows:—

“l have some difficulty and it arises from what I have been
stating earlicr. If we define 52 items as social responsibilitics and
issue a guideline, then nobody is going to bother about the point
that I have already madc that the Public Enterprises keep on
changing their objectives. The point I am trying to makec is that
in the case of public enterprises what if you had a social responsi-
bility? I am going to define that. As you know, when we created
public enterprises in the country, it was given a corporate form in
most of the cases. You have to draw up your Articles of Associa-
tion. They have to define ccrtain things. If they have not defined,
the Goverament can issue a directive. Then it becomcs a social

" responsibility. Thercfore, in a situation where the social part and

the commercial part keep on changing, where things are changing
in.regard to social obligations, some may be fulfilled immediatcly
and somc may be fulfilled after 10 years and some may not be

-fulfilled at all. Therefore, I ‘will not commit the whole public

scctor to this.”

2.41 Expressing the view that -PSUs are at liberty to fulfil social
responsibilitics provided they have the resources, thé witness stated

further:

"

“If a company has built hospital, thcn it is expected to run it
afficiently. Supposing you say this hospital which is created for
the colony which is here and also for taking carc of 200 more
peoplc from outside, it is the management’s job and not the

‘5';;; Government's. It is up to them whether they are willing to take

% up that cause. Frankly, today the Government is not in a position
" to give budgetary support. If the Company is unable to generate

resources from within its own activitics, then the Government is
finding cxtremely difficult to provide any budgctary support. This
is the reason why today we are sending public enterprises also
before BIFR cxtending thc same trcatment which is given to the
privatc scctor. It is because the Government finds it difficult to
kecp on nursing the sick units.

What I am saying is, if you run the hospital, you run it with
your own rcsources and do not look to the directive of the



16

Government to carry on. PSUs are not prevented from fulfilling
social responsibility.”

2.42 Suggesting legislation for enforcement of social obligations by the
public as well as private sector the Secrctary, Ministry of Industry
(Department of Heavy Industry) stated in the sitting of study Group I of
the Committec held on 24.4.1992 as follows:—

“We now have to see, the changed environment and the cconomic
policy where the public sector has to compete with the private sector
on terms of equality, as to whether it is really not nccessary, much
more than going to the question of whether the public sector had
discharged its responsibilitics to the society or to the people around
it, to what extent and in what manner the public sector units can also
be made to realise their responsibilitics. So many things are there and
would say even legislation in ccrtain countries is there at the fcderal
or State level, in respect of things like racial discrimination. Recently,
I saw somewhere about somc law passed in Amecrica. The whole
country is making it for cach unit—not only in industrial units but
even in other services, like hotels, hospitals and that kind of
things—to do things for the benefit of the physically handicapped, be
it provision of special kind of lifts for them or spccial kind of
entrances where they can enter properly and, of course, even
reservation of jobs for them.

I would say in our country somehow we have not really thought of
too much legislation in this respect and, I think, we should. Even
take a thing like reservation. I do not want to get too much into it
because therc arc many kinds of ramifications to this. But I rcally do
not sece why Government should Icgislate or make Icgislation only in
respect of the Government and the public sector. It is a kind of thing
in which every responsible institution in the country should do. But
much more than legislation I think, is the kind of pressurc that needs
to be brought upon the private sector also to be more awarc of their
responsibilities.”

C. Quantification of Social Responsibilities

2.43 The public undertakings are cagaged in various ficlds of activitics
ranging from production to rendcring services. The nature of social
responsibilitics which are discharged by an enterprise like Coal India
Limited would be quite differcnt from those of another production unit
like Hindustan Latex Limited although both are cngaged in production and
. sale. Much more varied should be the scope of social responsibilitics
between a trading organisation like Mincrals & Mctals Trading Corpora-
tion of India Limited, a company rendering tcleccommunication scrvices
like Mahanagar Telephone Nigam Limited and a financial institution like
Industrial Development Bank of India. The potential for undertaking
social responsibilitics would also vary from Undcrtaking to Underiaking
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depending on factors like capital investment, turnover, profitability,
location of the units, etc.

2.44 In reply to the query whether the social objectives of PSUs have
been specified in their long term corporate and annual plans, Hindustan
Antibiotics Ltd. and Central Electronics Ltd. replicd in the ncgative.

2.45 Bharat Pctrolcum Corporation Ltd. statcd in a written reply as
follows:—

“...The internal policy documecnt of the Corporation viz. 5-year
Corporate Plan stimulates certain thrust arcas likc adoption of
villages, family planning activitics and other welfarc activities, ctc.”

2.46 National Aluminium Company Ltd. has outlined the social respon-
sibilitics to be fulfilled by the company. In a note NALCO stated:—

“The Social responsibilitics of NALCO have been outlined in the
First Annual General Body Mccting held on 31st March, 1982. It
states the following:—

. (1) To plan and construct suitable down-stream facilitics for the
\; manufacture of value-added products, to develop ancillary
industnies in the small and tiny scctor, to supply raw matcrials

or other inputs, developing tertiary industrics in the medium or
gmall scale scctor bascd on Aluminium Ingots and Products.

(2) To draw up and implement suitable plans for minimizing
pollution by NALCO Plants, maintaining ccological balance and
improving the environment for a rcasonable range around the
Company’s plants.

(3) To take spccial steps for ameliorating the lot of the tribal
population and other weaker sections of the local population in
and around the diffcrent plants of NALCO. In this effort,
NALCO will collaborate with other Governmental and non-
Governmental organisations.

" (4) To take spccial care of those who have lost their houses or a
*, substantial part of their land holdings as a result of land
"+ acquisition by NALCO and arrange for their rehabilitation
through cmployment of onc person from cach affected family in

NALCO or associatc Public Enterpriscs.
(5) To play a catalytic role in improving the general quality of life
for people within a rcasonable arca around the plants.”
2.47 On bceing cnquired as to whcether the annual targets spelled out in
the Memorandum of Understanding (MOU, include social objectives to be
achieved by the Company, Mishra Dhatu Nigam Limited stated in a
written reply:
“We have started entering into Memorandum of Understanding from
the ycar 1991-92 onwards. We have not incorporated specifically any
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social objectives to be fulfilled in MOU document becausc the stress
of the Government is that PSUs should operate like a commerciai or
business enterprise.”

2.48 In reply to the same query ONGC stated in a note as follows:

“The Memorandum of Understanding is framed as per Government
guidelines. Since the critesia for which the targets are included in
MOU, are very limited, social responsibilities are not explicitly
covered in it.”

BPCL also replied as follows:

“The Memorandum of Understanding does not specify the social
objectives to be achiecved by the Company.”

2.49 On the questipn of inclusion of social objectives in the MOU,
GAIL stated in a note: ‘

“The MOU does not specifically include monitoring the pcrformanéé
of the company on the social welfare front. However, as part of the
cnvironmental protection objective which has an impact.on social
plane, afforestation has been taken up scriously and. creation of
greenbelts in and around our complexes was taken as parameter for
cvaluation in the MOU for 1990-91 and 1991-92. The Company
achieved an “Excelient’”” rating on this parameter.

Fulfillment of the social welfare obligations in terms of the specific
plan as drawn up by the company, could in future, be incorporated in
the MOU as an additional paraumeter for evaluating the Company’s
performance, subject to acceptance of the same by the Government.”

2.50 On inclusion of objectives for fulfillment of social responsibilities in
the MOU, Sponge Iron India Limited stated in a note;

“The MOU signed by the Company with Government does not
contain any targets for fulfilment of social responsibilities. As a
matter of fact, inclusion of such targets in MOUs has be#n specifi-
cally prohibited as per guidelines issued by DPE. Item 3 of the
“Checklist for MOU: 1992-93” circulaied with DPE D.O. letter No.
8(1y90-DPE (MOU) dated 1.4.92 reads as under:

‘3. No weightage should be assigned to social obligations, unless they
form an integral part of Memorandum of Association of the PSE'.”

Bharat Yantra Nigam Limited has been incorporating social respun-
sibilities in the MOU. The Company stated in a note:

“The Company signs MOUs with the Government on year to year
basis. The social responsibilities are incorporated in the MOU. The
areas broadly covered include:

—Rural development;
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—plantation of trees and cnvironmental protection;
—Job opportunitics for scheduled castes and scheduled tribes; and

—other activitics including sports and culture.”

2.52 Emphasising the view that social respousibilities should form part of
the corporate strategy of PSUs, the Secrctary, Ministry of Industry
(Dcpartment of Public Enterprises) stated in evidence:—

“I think the existing situation is that whatever be the social
responsibility, I am not defining it. 1 said therc is a problem of
general definition of social responsibility. It should be part of a
company’s policy as cxpressed in its Corporate plan; what the COPU
once indicated in the carly 80s as the macro-plan and its micro-plans.
The micro-plan gives a long-term vicw about what the company ought
to be doing. The Government is, in fact investing the money.
Whatevar it defines for itself, as social obligation, it will be carried
out through that public investment which would form part of the
«corporate plan. At the micro-plan level which I call the MOU part,
you start judging as to how you are carrying out your social
objectives. If you have a policy on protection of environment, then it
becomes a social obligation across-the board for everybody in the
country. It is not nccessary that it is there only for the public sector.
It is there for the private sector, it is there for everybody. This is a
kind of a thing for which you could issuc a guideline. It affects
everybody in this matter. This must form part of -the corporate
strategy of any company. Even in the casc of manufacturing ctc., it
rcquires raw-materials which have got somcthing to do with the
natural products. All thesc things must be taken care of within the
corporate objectives. It should be expresscd in the long-term policy.
This is the basic thing that we have devised in the MOU exercisc.
You must put down your commercial and non-commercial objectives.
“We arc delibcrately not dcfining this objective because once you do
$hat, then the audit will come into play. In a governmental system,
‘this is bound to happen. Of all the PSUs, 249 will not be doing it.
Wec arc supposed to writc the report also.”

Summing up his view, the witness added:—

* This is the crux of the wholc thing. What I am saying is that it is
for the company to definc for itself what is its social obligation.”

D. Expenditure on Social Responsibilities

2.53 ONGC informed Committcc in a note about the cxpenditure
incurred on social rcsponsibilitics as follows:—

“ONGC has incnrred an expenditure of the order of Rs. 47 crores in

the last S ycars in fulfillment of its social obligations towards the

socicty. Activity-wisc dctails of expenditure are indicated overleafi—



20

Year-wise Expenditure on Social Economic Welfare Programme

(Rs. in lakhs)

Sl.  Description 1987-88 1988-89 198990 1990-91 199192  Total
No. (5 years)
1 2 3 4 5 6 7 8

1. Medical including expendi- 10.17 55.87 1572 167.88 343.24 592.88
ture on family planning

programme

2. Education 22.35 28.72 160.14 75.11  162.64  448.96

3. Aid w0 schools & Kendriya 81.75 140.59 41.21 90.11 123.68 477.34
Vidyalaya

4. SC/ST Welfare measures, 10.01 10.48 9.16 15.36 19.13
scholarships and component L
plans “

S. Sports and Culture 83 2382 602 838 1866 11924,
6. Gobar Gas/Drinking water 1.72 1.95 56.02 2.69 10.04 78.42

7. Chief Minister's Relief Fund 47.00 17.75 20.28 15.00 27.10 12713

!
&:
e

8 Development Projects  730.85 598.19 242.88 382.15 639.14 259321
(Roads/Bridges) .

9. Tree plantation 2661  45.76 9.15 3747 2380 14279 [

10. Any other misc. 13.31 14.70 11.50 4.67 3449 .. 78.67
Total 958.13  937.83 62606 798.82 1401.92 4722.78

4

2.54 On social welfare, Gns Authority of India lelwd' mcurrcd
expenditure as follows :

Lt

Year Social Service Social obligation Total Expenditure
1990-91 91,000 3,367,000 " 3,450 000
1991-92 323,000 8,426,000 8,749,000
1992.93 595,850 3,822,900 4,418,750

1993-94 1,410,000 1,105,000 2,515,000
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2.55 Steel Authority of India Limited informed the Committee in a note:

“The net social income to the various sectors of the community
during last five ycars has been estimated as under:

(Rs. in crores)

Year Employees Community General Public Total
1987-88 384.65 1028.69 1236.22 2649.56
1988-89 407.84 1415.19 1474.25 3297.28
1989-90 498.73 1925.45 2185.98 4610.16
1990-91 560.96 2202.17 2592.12 5355.25
1991.92 629.01 2781.15 4446.40 7856.56

The CMD, NMDC stated in evidance as follows. :

“During the VIII Five Year Plan an amount of Rs. 42 crores is
provided for Revenue Expenditure on the social amenitics/environ-
mental improvement and Rs. 10 crores towards capital expenditure
on egvironmental improvement. Thus the Corpn. has proposed to
spend Rs. 52 crores during the VIII Five Year Plan towards thesc
social welfare' programmes.”

2.56 Regarding funding of social welfare activitics, Central Electronics
Limited (CEL) informed the Committec in a note:

i “Lack of profitability and funds are the main constraints. Further,
ours is a single small unit having the staff strength of 950 employees.
Further, our unit is located at such a place, where development of
nearby arca has already bcen made by Government authoritics and
local administration in all respects. The fulfillment of social rcspon-
sibilities should depend on the profitability and prosperity of the

. concerned PSUs"”.

2.57 Minerals & Metals Trading Corporation of India Limited (MMTC)
stated ifi-ghis connection as follows:

“...The social objectives at the macro level and micro level have to
be linked to the income generating capacity and growth of the public
sector undertakings in a competitive environment.”

2.58 Suggesting that monetary limits should be laid down on expenditure
to be incurred by the Undertakings on fulfilment of social responsibilities,
Videsh Sanchar Nigam Limited stated in the written replies:

“Government should lay down monetary limits—like a certain per-
centage of profit or a certain percentage of revenue to be spent on
social responsibilities.”

2.59 Expressing the view that fulfiliment of soci' responsibilitics should
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not be at the cost of profitability and opcrational efficiency of the
undertaking, the Executive Trustce, Unit Trust of India stated in the
sitting of Study Group I of Committce on Public Undertakings held on

24.4.1992:

“When we speak of social responsibility of the public sector, the first
concern should be that thesc public scctor units which are operating
less efficiently and not achicving their objectives must, first and
foremost, concentrate on achicving their objectives. If a unit is
operating less efficicntly, below capacity and if it is incurring losscs,
to speak of social responsibility would be putting the horsc before the
cart.”

2.60 Suggesting the nced for taking into account the expenditure
incurred by the public sector on social responsibilitics while evaluating the
financial performance, the Chairman and Managing Director, National
Mineral Development Corporation stated in the sitting of the Study
Group I

“I personally feel that the public sector has played its role which the
founding fathers have outlined for them. The public sector has done
quite a lot, as far as social responsit.lity are conccrned, much more
than the private scctor. In fact, one of the grouse is that- while
evaluating the performance of the public sector, the expenditure and
the encrgy which the public sector spends on social responsibilitics
are not accounted for.”

2.61 The Executive Trustec, Unit Trust of India, favouring tax saving
mechanism to encourage involvement of the public as well as private sector
in the world of social wclfarc activities stated in the sitting of the Study
Group 1 as follows:

“The public and the private scctors can step in provided this is built
into the system. It will be possible, if there is tax-saving mechanism.
The profit-making units could pod their resources and picy their role.
Further, there is the family welfare arca. This is where the Public
Sector can do a lot more provided this is built into a market-orignted
tax rcbate system.” o

2.62 On a suggestion regarding pooling together of rcsources ﬁ PSUs
located in particular area to takc up a particular project as part ‘of social
obligation, the Chairman, Indian Oil Corporation Limited stated in
evidencc as follows:

“The idea that you have suggested that wc can takc the most
backward arcas and develop it as a model by pooling together the
resources of all the four organisations over a period of five years, or
over a time-frame, so that it may be « :milestone and a model of
distinct development, is indced a good idca. But we need to apply
our mind to that project.”
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E. Administrative set up to monitor implementation of Welfare Programmes

2.63 Giving the details of organisational set up for monitoring the
implementation of social responsibilitics, National Thermal Power Corpo-
ration Ltd. (NTPC) stated in a note as follows:

“NTPC is a multi-unit organisation having several Power Plants
located in different parts of the country. For cffective formulation,
implementation and monitoring activities in respect of social welfare
have been decentralised and responsibility given to local units. At
local units, the activities are monitored as below:

Environmental

Protection :  Environment Management Group Overall guidance
and monitoring is done by the Corporate Environ-
ment Management Group, under the charge of Direc-
tor (Operations).

Community  Personnel Department.”
Development :

2.64 On the procedure for selection of specific projects, Oil India Ltd.
(OIL) stated:

“The Administration and Public Relations Department identify the
avenues by undertaking environment studies jointly with Industrial
Relations, Safety and Training Departments and put up a composite
proposal to local managements. These are scrutinized by Director
(Personncl) and approved by all Executive Directors as per delcga-
tion of powers.

Limited powers have also been delegated to local managements to
decide their priorities upte specified budgetted financial limit for
anforeseen requircments, a budget outlay for Rs. 1 crore is approved

. for special programmes. The budget allocation during the Scventh
-.Five Y=ar Plan was on average of Rs. 50 lakhs p.a. which has been
enhanced to Rs. 1 crore p.a. in the Eighth Five Ycar Plan.”

2.65 iharat Pctroleum Corporation Ltd. stated in this regard as follows:

“The social welfare activities are monitored by the Corporate Office
under the charge of a General Manager. Besides, the area activities
are monitored by the Regional General Manager and the Refinery
activitics on social obligations arc monitored by Director (Re-

finerics)"'.

2.66 Giving the details of administrative sct up for organising and
implementing social wclfare activities, Gas Auinvrity of India Ltd. (GAIL)

statcd in a note:—
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“The Corporate HRD, PR and Administration Directorate supervises
all social welfare activitics in GAIL.

The administrative set up for organisation and implcmentation of
social welfare activities work centres is as follows:—

At cach of thc four major work centrcs, an officer has been
nominated to coordinatc social welfare activities.

At cach of the work centrc a task force comprising exccutives from
personnel, Finance and the line function has becn constituted to
identify the project as per guidelincs issued by the Corporate Office
and also monitor the actual bencfit accrued with reference to each
programme undertaken.

At Corporate level, the Corporate Personnel Group monitors and
revicws thc status.”

2.67 Explaining as to how the projects for peripheral community
development programmes are drawn up and got approved by the Board
before preparing the annual budget Steel Authority of India Ltd. (SAIL)
stated in a note:

£

“The specific projects undertaken by the steel plants are idcr;ﬁﬁcd
under the peripheral/community development programmes of “the
Company. Depending on the requircments of the local areas, such
projects are identified and scrutinised by the plants. These are then
referrcd to the Corporate Office from the various plants of SAIL
where consolidated .proposals arc prepared for the approval of the
SAIL Board. Based on these proposals, the SAIL Board prepares the
annual budget for undcrtaking such projects.”

2.68 On the various activities under the peripheral/community develop-
ment programmes and the administrative machinery for their implementa-
tion, SAIL stated further:

[0

...... SAIL has been undertaking various development works under
thec Community/Periphcral Development Schemes. Under these
schemes, cfforts have becen made to improve the lots of the peaple
living in the surrounding villages through various Social Bacfit
Programmes undcrtaken by the Mahila Samities functioning im cach
plant and tlirough other schemes under the Community Develop-
ment Programmes. The emphasis has been on children’s eduction,
womecn and adult education, public hygiecne, family weclfare. prog-
rammes, community cntertainment through sports and cultural
activitics, providing clean drinking watcr, road communication and
health carc, etc.

For the Pecripheral Development Programmes, a centralised
budget is approved by the SAIL Board and allocations to various
plants arc made. As already cxplained, there is a Peripheral
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Development Department in cach plant under the charge of the
Hcad of Personncl, who work in closc coordination with the
State Government, District Administration as wcll as the local
Panchayats. Therc arc also Periphcral Development Coordination
Committees in the plants consisting of the State Government
Authoritics, local social Organisations, local MLA and thc Plant
Officials. The ficld staff and officers of our Periphceral Develop-
ment Departments survey the different villages, discuss with the
villagers and the Village Panchayats and then preparc an annual
work plan. These plans arc put up beforc the Advisory Commit-
tees. Somec Schecmes are also dircctly put up by thce Advisory
Committce Members and Statc Government officials before the
Committee. All such proposed schemes are discussed in the
mecting and then on the recommendation of the Committce, an
annual work plan is drawn. After the approval of the respective
Managing Dircctor such schemes arc approved by the Board and
nccessary allocations of funds are made.”

F. Generation of Employment Opportunities

2869 According to Government guidelines, the recruitment of posts
carryfa‘g scales of pay the maximum of which does not cxceed
Rs. 2,500/- per month is to be made through Local/National Employ-
ment Exchange.

2.70 On being cnquired as to whether the guidelines were being
complicd with in recruitment to posts in lower grades National Thermal
Power Corporation replied in the affirmative stating the procedure for
recruitment and the percentage of actual rcpresentation of local people
in cach of the grades (From class I to class IV), NTPC stated in a
notc:

“Workmen in the unskilled and semi-skilled catcgorics largely
comparable to class IV arc recruited through the local cmploy-
ment  cxchange. Therefore almost 100% of the employees in
these groups are from among locals.

«In respect of skilled and highly skilled workmen comparable with
Hhss IIT and II, gencrally recruitment is effected through the
Idkal cmployment cxchange. Howcever, wherever persons  with
suitable background arc not available rccruitment is  made
through a press advertisement also, after obtaining Non-Availa-
bility Certificatc from the Employment Exchange. Therefore the
percentage of employees from the local population in this group
is little less compared to the carlicr groups.

In respect of supervisers broadly comparable with class II
recruitment is madc through open advertiscments covering the
Region comprising the State (S) in which the Power Station/
Project is located and the ncighbouring State Recruitment to the
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executive catcgory, broadly comparablc to class I is made on all-

India basis.”

2.71 On percentage of local people employed in the Company, Oil India

Ltd. stated in written reply:

“In the entirc organisation 35% of the staff is represcnted by local

inhabitants.”

2.72 In Mishra-Dhatu Nigam Ltd. the perccentage of represcntation of
local people in each of the grades as on 31.3.1992 was as follows:—

Class Total No. No. from Percentage
local area

Class I (Gr. A) 254 165 65%

Class II (Gr. B) 36 34 94%

Class III(Gr. C) 1152 1081 94%

Class IV (Gr. D) 75 75 100%

2.73 In Pawan Hans Ltd. the perccntage of represcntation of

local

pecople obtaining as on 31.3.1992 was as follows:—

Class Corporate  Northern Western
Office Region Region

New Delhi New Dclhi Bombay

A (Class-I) 41% 58% 16.5%
B (Class-II) 75% 83% 21.7%
C (Class-III) 40% 37% 40%
D (Class-IV) 25% 41% 76%

2.74 The Committee wanted to know the proccdure followed in Public
Undertakings in recruitment of employces in grade III and IV. NTPC

stated in a written reply as follows:—

“The recruitment of workmen broadly comparable to classdIl and
IV are done at the concerned project/plant level. All sych posts
which fall within the coverage of employment exchanges (Compul-
sory Notification of Vacancies) Act, 1959 are notified to the Local
Employment Exchange and persons sponsored for selection against
available identified vacancies are considered. The notification for
recruitment to reserved vacancies are also issued to the Association
concerned copies of notification are also sent simultancously to the
Central Employment Exchange and other Employment exchanges in
the ncighbouring districts within the State and Government and
Semi-government organisations and/or the position may be adver-
tised in the local press subject, however, to the condition that all
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other things being equal preference is given to suitable candidates
sponsorcd. In the exent the employment exchange are not able to
sponsor sufficient number of suitablc candidates and issuc a non-
availability certificatc such posts are advertised in the local arca for
filling up the vacancies.”

2.75 In this connection ONGC stated in the written replies as follows:—

“The recuritment in ONGC is regulated in accordancc with the
R&P regulations which have the approval of the Government. In
accordance with these regulations which have the approval of the
Government. In accordance with these regulations the direct recruit-
ment in Class IIT & IV is made at the following induction levels:—

(i) Top of class-III Junior Enginecr/Junior
level Supdt. or equivalent
(Pay scale 1526-2886)
(ii) Bottom of Class-III Assistant  Gd-III/Assistant
level Technician .Gd-III or equiva-
lent
(Pay Scale 1256-1936/-)
(iii)Class-IV Attendant Gd-1I/Helper
level Gd-IIVSanitary  Gd-III  or
equivalent

(Pay Scale 1156-1526)

The vacancies caused at top of Class-III posts are filled up by direct
recruitment  and  advertised in  Regional/National Newspapers.
Simultancously, the vacancies arc-also notified to the respective
employment exchange regionally. Depending upon the number of
applications received, the selection, is made on the basis of written
examination, practical tests or interview or any combination of
these, depending upon number of vacancies. The' vacancy caused at
the bottom of Class-III posts and Class-IV posts are filled up by
direct recuritment and also notified to the respective employment
exchange.”

2.76 The Committee wanted to know as to what cftorts were being
madc"by the Undertakings to impart training to the local pcople to make
them eligible for the jobs expected of them if people of the desired
qualifications were not available. Bharat Yantra Nigam Ltd. stated in their
reply as follows:—

“The Companies in BYN group have a system of induction ITI
apprentices on rcgular basis mostly from amongst the local pcople.
There exist training departments and' organised *:iing infrastruc-
ture in all the subsidiarics and due care is taken in imparting
- suitable training the apprentices in ovder to make them fit for jobs
in the respective trades. In addition, companies like BPCL and TSL
which werc sct up in green-ficld locations had organised tailor-made
training programmes in coordination with the local training institutes
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to train local pcople for cnabling them to acquirc the required skills
for employment.”

2.77 Replying to the above question, National Aluminium Co. Ltd.
(NALCO) stated:—

“Sincc NALCO has its units in relatively remote arcas and not
many experienced hands could have becn available in Aluminium
and Alumina industries, the Company has taken more than 50% of
its skilled, semi-skilled, highly-skilled and supecrvisory personnel
through its own training schemes like for Junior Operative Trainees,
Assistant Trainces, Land Displaced persons training schcme, train-
ing scheme for drivers from SC/ST categories as well as the scnior
operative trainees schcmes. A total of about 2000 such personncl
have been inducted through the Company’s training schcmes as
above, as against the existing manpower of about 3650 employces in
such categorics.

As stated above land displaced persons belonging to Schedwled
Tribes from Damanjodi have been trained to perform scmi-skilled
and also exposed to literacy devclopment programmes apart’ ‘from
formal counsclling to make them suitable for cmploymcnt At
Angul sector more than 300 boys from the ncarby villages mostly
belonging to land affected catcgorics have been trained at local ITI
at Talcher for developing the employability technical skill by way of
acquiring a formal training and qualification.

2.78 In this context, Bharat Pctroleum Corporation Ltd. (BPCL)

stated:—
“At our Refinery the local people in large numbers arc trained as
Apprentices under the provisions of thc Apprenticeship Act, 1961,
Whilst there is no statutory obligation cast on us to absorb su,dh'
persons on completion of their apprenticeship period, it does equip
them to improve their prospects for employment elscwhere. We do
absorb many of them dependiug on availability of vacancies :p can
be secn in the figures below:
Year No. of No.
apprentices  absorbed
undcrgone
training
1989-90 67 33
1990-91 58 10
1991-92 60 32

1992-93 22 18
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2.79 Giving the dctails of other schemes apart from employment oppor-
tunities introduced for the bencfit of the local population, Stecl Authority
of India Ltd. stated in a note:
“The contracts upto Rs. S lakhs for construction, maintcnance,
transportation, etc. are gencrally awarded to the local pcople. There
are Industrial Cooperative Socicties in each of the plants who are
accorded preference in award of such contracts.

In some of the plants spccial efforts have been made to assist the
local population for their economic developments and these efforts
arc directed towards motivating and involving the villagers in the
periphcral villages in various income generation schemes so that
their economic upliftment becomes a sclf-sustaining process. Some
of the steps taken are:

(a) Dairy and Poultry Decvelopment Programmes by providing
transport subsidy, subsidy for expansion of distribution nctwork and
providing medicines and equipmcnts.

(b) Agricultural development programmes such as distribution of
improved seeds and fertilizers to small and marginal farmers and

., subsidy to vegctable growecrs.
% (c) Installation of lift irrigation points for irrigation.

(d) Cottage and Village Industry Devclopment Programmes by
providing subsidy for purchase of tools and tackles for different
coopcrative socicties engaged in small scale industrics.”™

G. Other benefits accruing to the people of the area of operation
(i) Development of Ancillaries
2.80 The Committce wantcd to know about the steps taken by Public
Undertakings to promotc small scalec and ancillary industrial units started
and run by local pcople in their arca of operation, if necessary by training
‘them to cquip themsclves to come up to the mark and the progress
*achieved in the spherc. Mishra Dhatu Nigam Limited replied in a notc:
“We have no ancillary industrics in and around our Plant.”
2,81 Central Electronics Limited stated in this context that no steps have
been taken by them to cencourage small scale and ancillary units.
2.82 Replying to the question HMT Limited stated in a note as
follows:—
“92 Ancillary Units havc been set up by HMT which are run by the
local people besides, 160 small scale Units have been given
Ancillary status. HMT provides the following assistance:
(a) Assistance to Ancillary/SSI Units by way of rcpcated orders,
providing spccial tools/gauges, drawings on free of charge basis.

v
~:

(b) Providing scarcc raw matcrials.
(c) Providing technical assistance.
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(d) Inspection of facilitics through visists to supplicrs Units.”

2.83 Progress made by HMT Limited in purchasing products manufac-
tured by Ancillaries/SSI Units is shown in the table given bclow:—
' (Value Rs. lakhs)

Small Scale

Year Ancillaries Industries Total
Nos. Value of Nos. Value of Nos. Value of
purchases purchases purchases
1987-88 219 1700 1025 2830 1244 4530
1988-89 25¢ 2040 1073 3340 1323 5380
1989-90 252 3140 1271 3785 1523 6925
1990-91 249 3480 1327 4620 1576 8100

1991-92 252 3793 1392 5902 1644 9695

2.84 Giving the details of progress made by National Aluminium
Company Limited in promoting ancillary units, thc Company stated in a
note:

“NALCO is in constant touch with the Statc Government through
its Industry Department for development of ancillary units at both
ends, viz. producing items of rcgular/usc in the company and also
making products based on Aluminium and Alumina— The plant
level committee constituted with representatives of thc company,
the State Government and public representatives (MPs/MLAs) at
very senior levcl under the Chairmanship of CMD, NALCO, meets
periodically to review the progress and facilitate growth of ancillary
units.

More than 300 boys have bcen trained in the local ITE for
devcloping their skills and en.plovability through formal ITI training
with a view to make them available for this purpose.

The Company has adopted the Government of India guidclines
and dcvcloped its policy on cncouragement to the SSI units,
for rcgistration of Ancillary industrics and award of Ancillary
status. NALCO’s involvement with SSI units, local manufactur-
ers, local contractors and State Agencics hivo buen encourag-
ing. Industrial opportunitics have identificd jointly with IPICOL
and Dircctor of Industrics, Orissa and given widc publicity
resulting in cstablishment of a number or small/medium scale units
in and around NALCO sites and clsewhere in Orissa.”
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2.85 Stecl Authority of India Limited (SAIL) has taken a decision at the
Board level to assist dcvelopment of Small-Scale Industrics and Ancilliary
Units. SAIL stated in a note as follows:

“One of the major objcctive of Public Sector Enterprises (PSEs) is
to assist the dcvclopment of Small-Scalc Industries (SSI) and
Ancillary Units. In linc with this objective Burcau of Public
Enterprises (BPE) issucd guidclines spclling out the stcps to be
taken by the PSEs to accelcrate growth of SSL/Ancillary Industries.
A rcsolution was passed in the 208th Mceting of the Board of
Directors of the then Hindustan Stecl Limited hcld on 16.3.1978
indicating that action for ancillary devclopment may be taken by the
plants as per direction of the Ccntral Government.”

SAIL stated further:

“All SAIL plants have appointed a full time scniar level officer to look
after devclopment of SSU/Ancillary Industries. The Ancillary development
officers are/in constant touch with the SSI/Ancillary units around the Stecl
Plants for idcntification of items which can be developed by them. These
officers also intcract with the shop floor managers to locate items which
can bc -off loadcd on the SSI/Ancillary Units.

Identification of itcms by SAIL plants for offloading on SSL/Ancillary
industrics is a continuous proccss and studics arc undertaken from time to
timc by the Ancillary Development Officers, who were exclusively respons-
ible to ensure development of these units. Project profiles for the items
which can be developed by SSL/Ancillary Units arc preparcd and distri-
buted frce of cost to the prospective entreprencurs.”

2.86 The following are thc numbcr of ancillary units promoted by the
diffcrent plants of SAIL since 1986:

.

No. of Ancillary Units
Name of Plant

1986 1988 1990 1992
Bhilai 44 69 106 115
Durgapur Nil 10 27 27

Bokaro 47 58 S8 65
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The value of itcms purchased from these units rose from Rs. 89.27
crorcs in 1989-90 to Rs. 119.37 crores in 1991-92.

2.87 On technical assistance rendered by SAIL cngincers to the units,
the Company said in the note:

“In case of SAIL plants product range rcmain the same. There are,
however, occasions when technological changes for improvement of
quality of the end products arc introduccd. Technology upgradation
is a continuous process and wherever SSI/Ancillary Units are
rcquired to upgrade thcir facilities, necessary guidance is given
regularly to these units by way of visits of plant cngincers or during
the course of discussion of PLAC mectings.”

The note further added:

“With a view to give further momentum for accclerated growth of
ancillary units, plants have taken following steps:

BSP have constituted a “Product Development Committee” com-
prising representatives of State Industrics Directoratc and Orjssa
Statc Financial Corporation to identify new items by SSIs. The
Committce has alrecady identified 22 such items. Plants. issue
advcrtiscments in thc ncwspapers inviting new entrepresurs to
cstablish SSL/Ancillary Units for mecting rcquircment “of newly
identified itcms.

Plants also invite cntreprencurs to set up SSIs for manufacture of
end products of SSIs plants. Some of the items proposcd to be made
available are flyash oy BSP, sccondary products and-used refrac-
tories by BSP.

BSP has also entered into conversion contract for manufacture of
lancing pipes.”

(ii) Award of Contracts to local people

2.88 On bcing asked as to what is the percentage of company’s contracts
for construction, maintcnance, transportation, ctc. given to the pcople
belonging to the arca where the plants/units are located National Textiles
Corporation (APKK & M) Limited, replicd as follows:

“There is no major activity at present in civil construction. ‘Maintc-
nancc is normally done by the internal work force; transportation is
awarded on the basis of competitive rates in which local transporters
also participate.”

2.89 In this connection Tcleccommunications Consultants India Limited
stated in a notc:

“The Company has adoptcd a competitive tender scheme for
awarding the contracts. As such, there is no preference for any one
from the vendors qualified by the Company.”
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2.90 Videsh Sanchar Nigam Limited also observed in note as follows:

“Contracts arc awarded for construction, maintcnance, transporta-
tion etc., based on competitive tendering and not necessarily to
people belonging to the arca where the units are situated, but it
may be statcd that thc Company itself owns buses for transportation
and has its own civil and maintenance wings employ primarily local
people. Contracts for cleaning, gardening, etc., are awarded to local

people.”

2.91 Regarding awarding of contract to local people Gas Authority of
India Limited state in written rcplies as follows:

“Nearly 62% of the Company’s contracts have been awarded to
people belonging to the areas where the units are located.”

2.92 National Aluminium Company Limited stated in the writtcn replies
as below:

“In terms of the laid down procedure, contracts are finaliscd and

- awarded on tender basis. Howcver, majority of workcers cngaged by
sontractors arc local ones belonging to the arcas around projects.
“Among them priority is given to the displaced persons.

Approximately all contracts for township wecre extended to State
based construction Companics. Plant construction has becn already
complcted and commissioned progressively by 1988. As far as
transport and maintcnancec work is concerncd most of these are
exccuted through local based agencies.”

2.93 Oil India Limited also award most of the contracts to local people.
A notc received from OIL stated as follows:

(a) “Contracts for construction of housing roads, drilling site prepara-
tions, normal factory buildings, officc premises arc entirely
awarded to local entreprencurs in area of operations.

Contracts of specialized factory construction, bridges, etc. are
mostly awarded to local entreprencurs situated in a proximate
city to the area of opcrations.

(b) Contracts for civil works/maintcnance and local transport services
(Hire of cars, jeeps, vannettcs, buscs, trucks) are in all instanccs
awarded to local entrepreneurs in arca of operations.

(c) The Company has its inhouse mechaniscd maintenance basc/
expertisc becausc of highly technical, sophisticatcd machinery
deployed. Nevertheless, all routine non-specializcd brcakdown
maintenance contracts arc awarded to local contractors within the

area of opcrations.”
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2.94 Stcel Authority of India Limited stated in this rcgard:

“The contracts upto Rs. S lakhs for construction maintcnance,
transportation etc. are gencrally awarded to thc local pcople. There
are industrial cooperative socicties in each of the plants who are
accorded preference in award of such contracts.

For cxample, in Bokaro Stcel Plant, there is Bokaro Industrial
Area Dcvclopment Authority which has been awarded contracts to
carry out the routinc jobs in the Plants and the townships. Certain
excmptions like waiving of deposit of Earnest Money, ctc. have
been extended to the local persons in award of contracts. In Bhilai
Mines, the coopcrative socicty has becen awarded the work of iron
orc mining, raising, sizing and the loading and unloading. As a
matter of policy, the local pcople are given preference in the award
of such contracts.”

(iii) Other measures for Social Benefit

2.95 On other social bencfit programmes undcertaken for the welfare of
the local pcople, National Aluminium Company Limited statcd:

“We have undertaken various social welfare programmes for the
wclfare of the pcople of thesc arcas which ncludes construction of
roads, community centres, schools, colleges, marketing, sports,
adult cducation centre, cstablishment of tribal muscum, outdoor
medical facilitics, drinking water facilities, ctc. Since these people
arc habituated to pudu cultivation (shifting cultivation), we have
undcrtaken several agricultural demonstration projects of Mustard,
Maize, Mulberry, Mushroom, Paddy, Ginger, etc. to induce the
pcople for scttled cultivation. Besides we have distributed fruit
bearing trecs for development of Orchards.”

2.96 Decscribing similar mecasures taken by thec Company, Bharat
Petrolcum Corporation Limited stated in a note:

“Some of social benefit programmes undertaken at a few of these
locations include providing alternatc house sites for the displaced
persons whose land was acquired, extension of the local medical
centre which was part of the local village school, construction of
additional rooms for village school, renovation of the Panchayat
Ghar at ncarby village, construction of approach roads for the
village, construction of toilct facilities in the village and renovation

of village dispensary.”

H. Rehabilitation of Project Affected Persons (PAPs)

2.97 As a corollary of the fast pace of industrialisation, therc has been
widespread displacement of people from developed, backward, hilly as well

as tribal arcas resulting in loss of agricultural land, ancestral habitat and/or
traditional occupation.
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2.98 Enquired as to which individual or group of individuals is termed as
project affected persons (PAPs), National Aluminium Company Limited
(NALCO) stated in written reply as follows:

“Any person or family from whom land is acquired is callcd a Land
Affected Person (LAP). Any person/family whose agricultural and
homestead land or both is acquired totally is called a Land
Displaced Person (LDP). Anyone who has lost more than one third
of his agricultural land holdings is called a substantial affected
person (SAP). Anyone who has some land and not categorized
LDP/SAP is called a LAP.”

On amenities available to the PAPs, NALCO stated:

“The LDP is given a house and a job in the Company. The SAPs arc given
job as far as practicable depending on available/vacancy. SAPs and LAPs
arc given jobs with the Company’s contractors and also they arc cngaged
to take small contracts with the Company and somc of them have also
been provided with shops.”

2.99 Enquired about the norms/regulations for payment of compensation
for land acquired, Bharat Petroleum Corporation Limited replicd in a
note:,

“The compensation for the land acquired by the Corporation for the
various projects is determined by the Statc Government and the
individual land losers are compensated by the State Government as
per the norms and rates decided under the Land Acquisition Act.
Invariably, the Corporation pays to the Statc Government compen-
sation in advance.”

2.100 On payment of compensation, Bharat Yantra Nigam Limited
stated in writing:
“Compensation to the affected families was paid by the State
Government while employment to one person per family was
provided by the concerncd unit of thc group.”

2.101 In this context, Gas Authority of India Limited stated as follows:

“For Right of Use land we have paid compensation 10% of land
cost to bc decided by the competent AuthorityLiaison Officer taken

*on deputation from thc Sate Government. This land was acquired
for laying pipelinc during the period of construction only. There-
after, the land was handed back to land owner for cultivation but
they werc not allowed to construct any permanent building or plant
any trees there.

Besides the above, crop compensation was paid to the land owner
for the standing crop and crop likely to be raised during the period
of construction. Similarly, compensation was paid for the standing
trees which were affected during the construction stage.
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For the land acquired on permancnt basis, amount of compcnsa-
tion was awarded by the Land Acquisition Officer/Revenuc Officer
of State Government under Land Acquisition Act, 1968, taking into
considcration such factors as the present market value of the land
and facilities availablc in its vicinity.”

2.102 Rcgarding rehabilitation of PAPs, BPCL stated as follows:

“For land acquisition, compcnsation as dcterminced by the State
Government under the Land Acquisition Act, is payable.

Rchabilitation assistance is available to bonafide cultivators of
lands owned by them which arc acquircd. The District Authoritics
arc cmpowcered to identify the land losers family cligible for
rchabilitation assistance as per the laid down criteria.

In 1986, the Government revised its instructions whereby no
guarantce rcgarding offer of cmployment to onc member of cvery
disposscssed family is rcquired to be given. Instcad, the project
authoritics were rcquired to assist the State Government by way of
financing various activities like poultry farming, animal husbandry,”
training, ctc.” IS

Es

2.103 The Committee wanted to know as to what were the fadﬁtics
available to PAPs under the rules. HMT Limted replicd in a note:

“Undecr the existing system one person from cach such family is
given cmployment opportunity by the concerncd Public Under-
taking.”

2.104 SAIL pointed out thc constraints in this rcgard jn a notec as
follows:

“Rchabilitation of displaced persons has been the function of State
Government. The liability of the steel plants in this respect was
limited to the cxtent of providing cmployment to them. Apart from
cmployment aspect, the other issucs pertaining to displaced persons
comc under the exclusive jurisdiction of the State Government
authoritics. On¢c member from cach displaced family was given
cmployment in the stecl plant. However, Officer Memorandua No.
151384-BPE(C) datcd 3.2.1986 of thc then Burcau of Public
Enterpriscs, stated that in the context of the urgent nccesity of
Public Scctor Enterpriscs oprating at commercially viable levels and
gencrating adequate intcrnal resources, over-manning has to- be
guardcd against. Any undcrstanding, formal or informal in rcgard to
offer of employment to onec member of cvery dispossessed family in
the project will stand withdrawn.”

2.105 Howcver, out of 28,363 familics displaced as a result of land
acquired for sctting up the stecl plants, SAIL provided cmployment to
26,881 pcrsons.
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2.106 Giving the dectails of cmployment provided to PAPs, HMT
Limited further stated:

“We have given employment to Project Affccted Persons during the
setting up of some of our UnitsFactorics. For example, this was
donc in the Company’s Machine Tool Factory at Kalamassery and
Watch Factories at Tumkur and Ranibagh. While in Tumkur Unit
73 such affected persons were given cmployment and rehabilitation,
54 similar persons were rchabilitatcd at the Ranibagh Unit. About
182 affected persons were also given employment at the Kalamas-
sery Unit.”

2.107 Ceatral Electronics Limited stated in a notc in this rcgard as

follows:

“The names of eligible PAPs were considered for employment.”

2.108 National Aluminium Company Limited provides employment to
PAPs as part of a schcme approved by the Board of Directors. The
Company stated in a note:

“The Board of Directors of the Company have approved a scheme
for assistance to land affected person which inrer-alia, also lays

* down guidelines for giving preference to the land affected persons.
In terms of this, one member each of a family whose total land or
homestcad land has been acquired for the project, is offered
employment subject to vacancics being available, and the nomince
possessing requisite qualification or skill.”

2.109 On any other amcnities given to PAPs Gas Authority of India
Limited (GAIL) informed the Committee in a note:

“Besidcs monetary compensation, affected persons are also
cxtended such bencfits as free medical care at GAIL's dispensaries,
allotment of shops in GAIL's townships at nominal fee, awarding
contracts for grass cutting and sanitation, access to banking and
postal facilitics and rendering scrvices such as provisions of milk,
vegetables, ctc. at the GAIL townships.”

In thls connection, NALCO sated as follows:

“The displaced persons are provided with the built up house and
- vgeational trammg to make him suitable for the job. The children of
‘the LDP's is provndcd cducation in the Company’ school and
medical assistance is also provided free in the hospital of thc
Company at par with the employees.”

2.110 Explaining the initiative taken by Bharat Petroleum Corporation
Limited in rehabilitation of PAPs, the Company stated in a note:

“Apart from the compensation given to the land owners for the land
acquired, 5 “Kudikidapukar” (pcople who do not own the land but
live on the site for a number of years) were given alternate sites that
were purchascd by the Corporation, ncar Cochin.
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In Village Piyala, we funded the expansion of the local Medical
Centre (part of the local school). In village Pakri (Patna District
alternate house sites have been provided to 41 displaced families.

In Koyali, we have constructed 4 rooms for the village shcools,
renovated the Panchayat Ghar, constructed metal approach road for
the village and toilet facilities for the village. Near Mogalsarai, we
are renovating the village dispensary and school at an estimated cost
of Rs. 10.63 lakhs.”

2.111 Coal India Limited has an extensive package for rchabilitation of
land outees. Giving the details CIL stated in a note:

“The Coal Companies acquire land for construction of projects. A
rchabilitation package is given to the land oustees displaced on
account of acquisition of their land. The package include:

— Cash compensation for land and for crop.

— Every attempt is made to fill up the posts in the ncw projects
under ‘Semi-Skilled’ and ‘Un-Skilled’ categories by giving prefer-
ence to land oustees.

— Suitable vocational training facilities are provided to land loscrs
to upgrade their skills for employment.

— Each evictee family is paid Shifting Allowance up to Rs. 2000~
and Lumpsum Grant of Rs. 5,000~

— In case no employment is possible the land oustces will be
offered SUBSISTENCE ALLOWANCE for 20 ycars at the rates
given below:

(a) To familics losing : At the Rate of Rs. 300~ per month plus
land upto one acre an ecx-gratia amount of Rs. 100+ per
month per family.
(b) Families losing : Rs. 3004 per month per acre subject to a
above one acre maximum of Rs. 1000~ per month plus
an cx-gratia amount of Rs. 1004 per
month per family. ‘

— Development of infrastruciural facilities like approach road,
drainage, street lighting, drinking water facilities, shapping
centre, Panchayat Bhawan, recreation ccntre, ctc. on the
rehabilitation site.”

2.112 Similarly, Stecl Authority of India Limited also has been render-
ing assistance for the rehabilitation of displaced persons. A notc furnished
by the Company stated:

“Rehabilitation of displaccd persons has been the function of the
State Government. However, Steel Plants have been cxtending
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various assistance to the State Governments in order to rchabilitate
the displaced persons. For cxample in RSP, the Stcel Plant
extended help to the Statc Government in undertaking the following
rchabilitation measures:

— Displaced familics were rchabilitated with Land Acquisition
Compensation;

— Re-scttlement colonies at the periphery of Rourkcla were
established;

— Houses site plots in the rchabilitation colonics were allotted to
all the displaced families with a housing subsidy ranging from
Rs. 200~ to Rs. 4004 per family;

— In the re-settlement colonies, social development works, roads,
parks, schools, community centres, market wells, and tanks and
permancnt piped water suppiy schemes were cxecuted.”

I. Socially Oriented Public Undertakings

» 2.113 Some of the Public Undertakings were sct up with social objectives
in m‘bw to cater to specific needs of common mcn or a group of people.

2.114 Artificial Limbs Manufacturing Corporation of India (ALIMCO)
was sct up in 1973 with the following social objectives in view:

(a) To make available aids and appliances nceded by the disabled;

(b) To set up a net work of limb fitting centres and dealers which
would make the Aids & Appliances casily available to the
disabled; and

(c) To develop training facilities for orthotic and prosthelic techni-
cians and enginecrs.

2.115 According to the Mcmorandum and Articles of Association of
ALIMCO the funds for the Company apart from those arising out of its
own activitics will be derived from:

(a) Contribution from the National Defence Fund.

(b) Contribution from thc Central Government.

(¢) Contribution from the State Government and Public Institutions and
body corporatc.

(d) Annual grants as may be received from the Central Government or
any Statc Government.

(¢) From donations from any philanthropic institution, trust body
corporate, firm or individual.

(f) Subscription to its sharc capital.

(g) Borrowings from various sourccs.
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ALIMCO stated in a note as follows:

“The Corporation in its attcmpt to fulfil its obligation to the
disabled brought out more than 500 products so that the needs of
the disabled are met cven if the manufacturing of such small
requirements is uncconomical. The Corporation has incurred a
substantial cxpenditure on the manufacture of tools and dies nceded
for manufacturing such a large number of itcms. This was necessary
otherwise the products would not be standardised and the cost of
unit production would be very high. The Corporation developed
these extcnsive facilitics for manufacture on thc assumption that
there would be a large demand for such products. However, when it
came to receiving grants from the Government of India as already
indicated in the Memorandum and Articles of Association, the
Government preferred to give loans at current rate of interest. It
will be thus scen that thc Corporation planned its activities on an
assumption which did not hold true. This is the basic conflict from
which the Corporation has suffcred i.e. it was set up to fulfil social
objectives in Government aided environment which was subse-
quently changed by the Government to a sclf sustaining envirop- .~
ment. &

Realising that the Corporation is only going to get loans, it had to,
therefore, obtain requircd funds from its turnover. It has no choice
but to’ fix prices of its products in such a way that the product price
would at least cover thc raw matcrial and direct labour cost and fair
portion of overheads. Even though the voluntary organisations,
practising doctors and disabled have apprcciated the quality of
ALIMCO products, the product prices have comc under severe
criticism.”

2.116 With regard to social responsibilities actually been discharged by
the Company, ALIMCO stated in thc note:

“In the present environment the Corporation has not been able to
utilise its full potcntial and has not been able to fulfil its social
obligations to the disabled to the extent it could have.”

2.117 Indian Medicines Pharmaceutical Corporation Limited (IMPGL)
was sct up in 1978 with factory and registered office in Almora of Kum#on
region, for the manufacture of Ayurvedic and Unani medicines. Tracing
=the social objectives of setting up IMPCL the Company stated in a note:

“Indigenous systems of medicine continuc to provide cfficient
medicare in remote arcas at a comparatively low cost. These
systems of medicare have decp roots in our cultural heritage. People
in the rural areas in particular have a special sentiment and
attachment to indigenous medicare, perhaps due to their extreme
suitability to their own temperament and living condi-
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tions...... Recognising the necd for establishment of a Public Sec-
tor Undertaking for thc purpose, the Ministry of Health and
Family Welfare, Government of India decided to set up an
Undertaking under it to be known as the Indian Medicines
Pharmaceutical Corporation Limited. Accordingly, a Company
was registcred by this name with the prime objcct of establishing
a Central Pharmacy for the production of indigenous medicines.
The Pharmacy is to produce standardiscd medicincs to cater to
the needs initially of Central Government Health Scheme dispen-
sarics, hospitals and units of Rescarch Councils of Ayurvedic,
Unani and Siddha. The Corporation would in course of time
enter the market and diversify its manufacturc to mect thc necds
of the general public. The Corporation has also been cntrusted
with the task of cultivation of good quality hcrbs and also
organising their collection from the Himalayan rcgion.”

2.118 During the evidence of represcntatives of thc Company, the
Chairman, IMPCL expressed the view that ‘although therc is great
. potcntial for the Unani and Ayurvedic medicine in order to conduct
“yéscarch and dcvelop it, a lot morc funds and support are required
ffem the Government. In onc of the Seminars on AIDS, the Chair-
man,- IMPCL had suggested that thcy would be able to develop a
remedy for the descase provided sufficient help and facilities werc
made available.

J. Social Responsibilities of Financial Institutions

2.119 Outlining the Social Responsibilities pursued by Gencral Insur-
ance Corporaticn of India (GIC), the Corporation statcd in a note:

“Social :csponsibilities of the GIC and its subsidiary companies
specifically emanate from the Gceneral Insurance Business
{Nationalisation) Act, 1972 which clearly states that the purpose
of the Industry is to servc better the need of the cconomy by
securing the devclopment of General Insurance Business in the
h best interest of the community....... " The developmental path
visualised for the country under the Five Ycar Plans and the
nationalisation of Gencral Insurance have enjoined the vigorous

*~ pursuit of the following social obligations:

" (a) To provide necd based and low cost Genceral Insurance covers
to thc rural population keeping in mind thcir low premium™"
paying capacity.

(b) Developing markcting network throughout the country includ-
ing areas with a low premium potential with thc objective of

a balanced regional development but with the primary objec-
tive of making insurance available to the masscs.

(c) Develop and introduce insurance with social sccurity benefits.
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(d) Channelise investible funds into socially oriented sectors
and provide rcsources for national development.

The above obligations and responsibilities have been specifically translated
into the Corporatc Mission and objective Statements in the Corporate Plan
of the General Insurance Industry. The current Corporate Plan for the
period 1992-93 to 1996-97 coterminus with the VIII Five Year Plan period
specifically deals with the social responsibilities in the form of Corporate
Mission statements as under:

(i) To scrve better insurance nceds of the community with cmphasis
on all sections of the socicty and kecp customer as the focus of our
business.

(i) To provide customer satisfaction.

(iii) To implement the socio-economic policy of the Government of
India aimed at upliftment of rural masses and othcr weaker
scctions of the society through the instrument of insurance and’,
play a vital role in the development of Indian economy on thc
basis of sound underwriting principles and techniques.

5
(iv) To manage business profitably and deploy investible funds in a
manner to improve yield consistent with stability of income.

(v) To conccive and support mecasures aimed at propogation of safcty
awareness, risk management techniques, minimisation of losses and
avoid national waste, thus conserving scarce resources.

The abqve mentioned statcments infer alia encompass the entirc arca of
social responsibilities of the General Insurance Industry as well as aim at
fulfilment of obligations as a public financial institution by channclising the
investible funds into socio-oriented and other sectors of the cconomy as
per Government of India guidclines from time to time besides aiming at
providing customer satisfaction.”

2.120 Stating that social responsibilities are discharged by Industrial
Development Bank of India (IDBI) cither directly or indircctly through
industrial units assisted by it, the IDBI stated in a notec:-

“Social responsibilities of financial institutions likc Industrial
Development Bank of India (IDBI) may be described in rclation to
various areas of its operations in conformity with thc provisions of
the statute under which the development bank has been cstablished.
Social responsibilitics are discharged either directly by IDBI or
indirectly through industrial units assisted by it. Activitics with a
socio-economic oricntation taken up by IDBI cover (a) assistance to
cconomically wecaker sections of the society (b) dcvclopmental
activities undcrtaken to promise sclf employment/enterprencurship
particularly for specially disadvantaged segments of the socicty
through accredited voluntary agencics and other organisations under
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specified activities, (c) environmental aspects of projects assisted by
IDBI and (d) development of industrially backward areas. Industrial
units assisted by IDBI, particularly in remotc and backward arcas
are encouraged to undecrtake development of social infrastructure,
etc. for the benefit of local population. Also, industrial units
assisted by IDBI are encouraged to promote ancillarisation.”

2.121 Enquired about the specific spheres of activities financial institu-
tions undertake for the general upliftment of cconomically weaker sections
of the society, Ministry of Finance (Decpartment of Economlc Affairs)
stated in a written reply as follows:-

“Financial institutions remain financially sound only as long as they
focus their lending to Viable Projects. In this context, the apcx
Financial Institutions, IDBI formulated special scheme for assisting
viable industrial projects promoted by economically weaker sections
of the society viz. SC/ST, women etc. The Schemes are now
opcrated by Small Industrics Development Bank of India (SIDBI),
a wholly-owned subsidiary of IDBI. The assistance is routed through
state-level institutions and banks by way of refinance of their term

- loans. Special schemes for village, artisans, tiny units, SCAST

entreprencurs, women enterprencurs and ex-servicemen for provid-
ing sced capital, ctc. have been introduced. During 1991-92, SIDBI
provided refinance assistance of Rs. 510 lakh to 1444 SC/ST
entrepreneurs; during 1990-91, sanctions amounted to Rs. 566 lakh
to 1820 cntreprencurs. Similarly, under thc Mahila Udyam Nidhi
(MUN) SII>2! sanctioned Sced Capital assistance of Rs. 284 lakh to
317 womea ciiirepreneurs in 1991-92. Under the Mahila Vikas Nidhi
(MVN), SIDBI supported 41 Voluntary Agencics (including 19 by
IDBI since transferred to SIDBI) for assistance aggregating Rs. 159
lakh wpto cad-March 1992.”

2.122 On incentives and financial assistance given by financial institu-
tions for projects set up in notified backward areas in thc country, the
Ministry of Finance (Dcpartment of Economic Affairs) statcd in a writtcn

reply:-

“The decision regarding location of industrial projccts vests with the
entreprencurs. However, to attract entreprencurs to industrially”
backward areas, IDBI had formulated certain incentives like lower
intcrest rates, higher debt equity ratio, etc. IDBI has also played
active role in the development of rural industry and training of rural
entreprencurs . On an average nearly 40% of IDBI assistance has
been for units located in backward areas. These activities have
resulted in employment generation, and encouraged self-cmploy-
ment among rural masses.”
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2.123 Given below are details of assistance sanctioned and disbursed by
each financial institution for projects in notified backward areas:-

(Rs.Crores)

Name of 1989-90 1990-91 1991-92
Institution
Sanctioned Disbursed  Sanctioned Disbursed  Sanctioned Disbursed
IDBI 2658.4° 1807.0° 2665.0 1417.7 2218.6 1810.0
(7151.2) (4506.0) (6159.2) (3832.5) (7010.9) (5113.1)
IFCI 890.1 5§59.0 12849 729.6 1897.2 781.0
(2101.3) (1121.8) (2775.1) (1574.8) (2809.2) (1605.2)
ICICI 800.6 445.8 1206.4 632.5 1737.8 856.4
(1947.7) 913.3) (2715.6) (1406.4) (3328.2) (1867.2)
SIDBI —_ — 896.6 694.9 1027.0 727 .4
— — (2318.2) (1760.2) (2814.2) (1983.3!
IRBI1 4.1 53.0 67.8 571.3 63.5 541 .
(146.1) (140.5) (234.7) (153.7) 277.7) (185.’1“1
*Includes assistance to small scale sector. - .
—Figures within brackets indicate assistance to all regions.
factors like social benefit "‘f‘,;‘;;:

2.124 The Committee wanted to know whether factors like social benefit
to the inhabitants of the arca and location of Projects in notified
backwards arcas, etc. are given duc wcightage while considering appiica-
tions for loans for various Projects. In reply, GIC stated in a note:—

“The investment of funds by Gencral Insurance Corporation is
guided by government guidclines laid down from time to time. As
per the present guidelines 70% of investible funds arc invested in
socially oriented sectors, viz. Central Government sccuritics, State
Government sccurities, other approved securitics, loans to State
Governments for economically weaker section housing, loans..to
Statc Governments for purchase of fire fighting equipments,~Toans
to HUDCO, (Bonds and Dcbentures of Public Sector Undertakings)
and Special Deposits with Government of India. These invgstments
arc madc at low rate of interest and carry longer rcpaymcn“’pcriod.

The remaining 30% of investible funds arc channcliscd ‘towards
investment in cquity/preference shares, debentures of companies
and loans to companics besides parking funds. Thesc investments
arc made with a vicw to meximise the overall yicld on investment
portfolio as wcll as the scope for capital appreciation. Hence
weightage is given to rcturn and safety of funds.”

2.125 In reply to the question as to whether factors like social benefit to
the inhabitants of the arca and location of projects in notificd arcas, ctc.
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arc given due weightage while considcring applications for loans for
various projects, IDBI stated in a notc:—

“The social benefits flowing to the arca and its inhabitants arc kept
in mind while considering loan proposals. These relatc to spin-off
benefits of projects assisted by IDBI. Many of thc IDBI assisted
units apart from meeting their statutory obligations likc industrial
safety, pollution control, energy conscrvation, etc., provide in their
enlightened sclf interest to their employees, facilities like transport,
free/subsidiscd meels, facilities for educating their children, medical
assistance etc. Some of the units have also taken up activitics in
rural arcas. A few assisted units have also obtained social audit
report from eminent persons of their activities aimed at mecting
their corporate to social responsibilities. IDBI’s nomincc on the
board of assisted companics contributc in formulating the activities
takcn by some of the assisted companics aimed at fulfilling their
social responsibilities.”

2.126 Giving information on weightage given to social bencfit at the
time of sanctioning loans and making other investments, Life Insurance
Corporation of India (LIC) stated:-

P

“The investment of funds of L.I.C. is governed by provisions of
Section 27A of Insurance Act, 1938, as made applicable to LIC and
Ghulidelines issucd thercunder by Government of India from timc to
time.

In terms of the aforesaid Statutory Provisions, over 75% of L.I1.C.
funds arc invested for the benefit of the community and the pcople
at large as we are requircd to invest at Icast 75% of our annual
accretion to thc fund in Central Government Sccuritics, State
Government Securities, loans to National Housing Bank, Govern-
ment Guaranteed Bonds issucd by All India Financial Institutions,
State level Financial Institutions, such as IDBI, IFCI, ICICI,
EXIM, IRBI, NABARD, Statc Elcctricity Boards, State Financial

. Corporations, Statc-level Land Devclopment Banks, ctc. and loans

for approved purposes in the socially oricnted scctor, The socially

tignted loans are advanced to State Government for social housing
schemes-genceral and rural, to State Electricity Boards, to Local
Bodies/Watcr Supply and Sewcrage Boards and Statc Road Trans-
port: Corporations as per allocations made by the Planning Commis-
sion on year to ycar basis at concessional rates of intcrest and such
loans are rcpayable over a long period. L.1.C. also grants loans to
State-level Apex Co-operative Housing Finance Socicties and Co-
opcrative Industrial Estatc, kecping in view thc decmand and the
availability off funds.

Balance 25% of L.I.C. funds (including 50% funds in pipclinc)
arc invested by way of loans/Dcebenturcs/Bonds/Equity of Public
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Limited Companies, loans to L.I.C. policyholders and by way of
acquisition/Construction of House Propertics, etc.

It is'apparent that a small part of L.I.C. funds are invested in the
industrial projects in the private scctor. Such investments are made
in consortium with the Lecad institutions such as IDBI, IFCI, ICICI
and other investment institutions viz. STI, GIC. Generelly projects
in the priority sector arc preferred. All such investments arc made
as per the advice of the Investment Committee of the Corporation
and on investment considerations.”

2.127 Asked about the specific schemes being implemented by financial
institutions including interest rates subsidy, rclaxed terms and conditions
for rcpayment of loans, etc., Ministry of Finance (Dcpartment of
Economic Affairs) stated in a notc as follows:-

“Balanced regional development has all along bcen one of the
objectives of planning. In 1970-71, PFIs devised schemes of conces-
sional assistancc such as lower rate of interest/underwriting commis-
sion, higher dcbt-equity ratio, lower promoter’s contribution, longer
rcpayment period, etc. for projects in industrialy backward area
districts identified by the Government, Simultancously they carried
out industrial potential survcys of all the States idengified as
backward. Subsequently, district-lcvel surveys of selected Backward
Districts were carried out by IDBI through the Technicgl Consul-
tancy  Organisations sponsored by it. Thesc surveys succeeded in
identifying industrial opportunities in small and small medium sector
and in crcating an awarencss of the development potential of these
arcas. In line with the Government policy, IDBI launched, during
1982-83. an intcgrated programme for industrialisation of No-
Industry Districts (NIDs). Surveys carried out under this prog-
ramme, resulted in identification of 122 project idcas in 44 sclected
NIDs involving capital investment of Rs. 363 crorc with cmployment
potential for 20,000 persons Simultaneously, IDBI also launched
two special schemes for development of infrastructure in NIDs (i)
Scheme of. Assistance for Project Specific Infrastructure Develop-
ment and (ii) Scheme of Assistance for Area Specific Infrastgucture
Development Infrastructure for this purpose was specificd govinclude
approach road, railway siding, minimum housing faciliticsy faying of
power lines and water pipes, captive power plant etc. JAssistance
Sanctioned by IDBI for area-specific infrastructure development in
NIDs upto March 1991 amount to Rs. 101 crore covering 48 NIDs.
Thus, assistance sanctioned to backward areas increased from Rs.
1666 crore in 1986-87 to Rs. 2686 crorc in 1990-91. Also, more than
40% of the total IDBI assistance has bcen in respect of backward
areas. All 301 identified backward districts have been cqvered under
IDBI’s direct or refinance assistance. The Government subscqucntly
decided to set up Growth centres instead of continuing
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with the concept of NIDs and also discontinued the investment
subsidy scheme. Financial institutions now providc assistance to
projects in backward arcas on normal terms.”

2.128 Enquired about thc rolc played by financial institutions in
promoting balanced regional devclopment, the Ministry of Finance
(Department of Economic Affairs) informed the Committee in a
note:-

“The Government has dccided to sct up Growth Centres in
placc of No-Industry Districts Schemes. The objectives of the
Growth Centres is to promote industrialisation of backward
arcas as also devclopment of infrastructurc for bringing about
balanced growth in such arcas. So far, 70 Growth Centres
have bcen identificd by the Government. Of these, projects
for 28 growth centrcs in various States have becn approved by
the Apex Committece constituted by the Government. Besides
the participation of Central and Statc Government, all-India
financial institutions havc agreed to provide assistance upto Rs.
S crore (equity Rs. 3 crore and loan Rs. 2 crore) for Growth
» . Centres to mect part of the project cost amounting Rs. 25.30
" grore.
“The FFIs have also promoted 17 Tecchnical Consultancy
ﬁﬁﬂnisarions (TCOs) covering all the backward States. TCOs
arc undertaking industrial potential surveys, preparation of pro-
ject profiles, entrcprencurial development programmec and other
related adviscry services to cntreprencurs.

Recognising the importancc of entreprencurship, IDBI  has
been supporting the Entreprencurship Development Programmes
which include EDPs for women, persons from rural arcas, ex-
servicemen, ctc. An institute styled Entrcpreneurship Develop-
ment Institutc of India (EDII) has bcen sct up for training
the trainers, devcloping the training material, rescarch in EDPs

..etc. IDBI has also taken steps to set up training and develop-

s.ment centres in thc North Eastern Region. It has sct up
"s4pstitutes for Entrcprencurship Development in less-developed
$aates of Uttar Pradesh, Bihar, Orissa and Madhya Pradesh.
If order to improve thc performance of operating SSI cntrep-
regeurs, IDBI has becn  supporting skill and Technology
Upgradation Programmecs especially in  the less developed
States.

With a view to making available quality tcsting facilities to
Small Sector, IDBI is sctting up 10 Common Quality Testing
Centres (QTC). To establish and interface between cengincering
and technology institute and industries, IDBI jointly with IFCI
and ICICI has assisted 8 Scicnce and Tcchnology Entrep-
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rencurs Parks (STEPs) projccts approved by Dcpartment of Scicnce
and Technology, Governmcnt of India.

Besides, SIDBI is undcrtaking a varicty of promotional activities
or the development of SSI and rural industries.”

K. Social Responsibilities of the Private Sector

2.129 The Private Scctor cnterprises arc financed by thc financial
institutions in the public scctor and provided with the requisitc raw
matcrial by other public cnterpriscs.

2.130 The then Chairman, Committec on Public Undertakings in his
Inaugural Addrcss to the Committece on 30th Scptcmber, 1991 where
Hon'ble Spcaker, Lok Sabha was also present obscrved as undcr:-

“There arc quite a fcw public undertakings without whose support
and conccessions the so-called privatc industrics cannot bc started as
of today. The State and the Central Governments offer lot many
incentives to these ‘private’ industrics; like cxcmption from payment
for a certain pcriod of salcs tax, ctc. They arc given many other
additional incentives and bencfits too. Development loan 1s made
available to them at low rate of intcrest and ali this money gomces
from the public exchequer with the sole aim of developing iryustrics
morc especially in backward arcas and to amclioratc thc lot of
backward pcoplc. A ccrtain machincry has to bc cstabfishcd by
these controlling helping public unlertakings and/or by Committce
on Public Undcrtakings in order to sce that the moncy that comes
from the public exchequer for those private industrics cither dircctly
by public undertakings or by Statc or Union Governments to
achigve these objcctives is spent in a manncer that the objectives of
the scheme of such incentives are achicved and to examine whether
the objectives are achicved. In my humble submission, I would say
in all humility, that thosc public undertakings which have thus a
control over the private industry like IDBI, IFCUTI, LIC ctc. have
to do their duty to thc public. We need to rcquest the Chairman of
those indcrtakings to scc that when they finance such projects and
incentives are given the objective behind that financing and offer of
inccntives; and facilitics arc achicved and moncy thus coming from
the public exchequer is Well spent by such so-callcd; privatc
industrics. Indecd, therc is no such thing as totally a private
industry in rcality. Ultimatcly, much of the moncy comes from the
public financc. One can at best sum it up by stating that the public
moncy is managed by private individuals.”

2.131 Suggesting that the Public Scctor should be an cffective change
agent for the Private Sector, the Exccutive Trustce, Unit Trust of India
stated during the first sitting of Study Group-1 of Committce on Public
Undcrtakings held on 24th April, 1992 as follows:—

“The Public Scctor Units can be a great sources of what is called the
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change agents. Wc are speaking about how the Public Sector could
make the private scctor more socially accountable or conscious. The
Public Sector could be a good change agents. The Public Scctor uses
a lot of privatc sector agencies for despatch, transpertation and
rendering computerisation services. As a uscr, the public sector
would be able to sct certain standards, promotc thosc standards and
thereby act as an important change agent. Therefore, some good
valuc-systcms can be cvolved by the private sector. Otherwise, it
will mercly be profit oriented.”

2.132 On the participation of private scctor in fulfilment of social
responsibilitics, Oil India Limited stated in a note:-

“In order to cncourage private scctor participation in undcrtaking
social responsibilites and cnsure accountability in respect thercof
public scctor should be permitted to enter into joint programmes/
venturcs with the private sector to finance/implement such prog-
rammes. Any other mcans would perhaps not be desirable because
they would be in the naturc of restraint of trade or fundamental
‘rights. Ncvertheless, it is suggested that the involvement of the
‘Private scctor be mentioned as follows:-

(i) wBy statute or mandate to contribute to the social responsibilitics
on a slab system of profitability and rate of rcturn;

(ii) Private Scctor should also be furnished guidclines to undertake
such rcsponsibilities towards which there should be dcclaration in
their mandate to do business, e.g. Memorandum of Association/
Articles of Association/Prospectus ctc.

(ii1) It must be made mandatory to include in the Annual Reports for
both the Scctors to furnish statement on their social obligation
policies and a statement on their social commitments. An
accounting policy for social accounts should also be prescribed by

.. the appropriatc authoritics and thc Annual Reports must also

%« disclose thc social income statements and the social balance

‘i}hcets.“
2.133 éiiving the vicws on the samc subjcct, Mazgoan Dock Limitcd
stated in a notc:—

“A duty should be cast by the public scctor financial institutions on
the privatc scctor units, at the time of granting loans that they will
endeavour to contribute their share for the betterment of the people
of the arca in which they are located. An cnforcement agency
should be crcated in the District Industrics Centres. An Act of
Parliament bc passed for such enforcement in respect of fulfilment
of social responsibilitics and also such responsibilitics should be

listed clearly.”
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Hindustan Prefab Limited madc the following suggestion in this
regard:—

“Certain percentage of nct profit of the private firm be carmarked
and pooled for social obligation and this private scctor can be
involved in such activitics for the local pcople.”

2.134 On fulfilling of social responsibiliecs by those privatc sector
Industries which are financed by the public sector or financial institutions,
National Film Dcvelopment Corporation Limited (NFC) suggested as
follows:—

“Social responsibilities of the private scctor being so financed should
be laid down and further funding should be dependent on the
targets achieved. Government/Public sector nominee should be on
the board of such private sector and it should be their responsibility
to cnsure that the management of the private sector cnforces the
laid down norms.” -

2.135 Suggesting that a Mcmorandum of Understanding should be
signed with a company in the private sector with regard to !.kc social
obligations thcy are expected to discharge at the time when Gdvernment
offers incentive packages, the Chairman Industrial Developmen#Bank of
India stated in evidence:—

“I proposc that while the states are offering incentive packages for
attracting industrics side by side with them, the States must have a
standard MoU... The MoU should outline how arc thcy going to
accomplish the tasks regarding social responsibilitics. And signing of
that MoU is an esscntial part for getting incentive package.”

2.136 Suggesting provisions in the Loan Agreement itsclf for discharging
social obligations, Teleccommunications Consultants India Limited stated in
a note:—

“Public Sector can make private sector accountable to tt..lfe“social
welfare in casc while giving the loans/facilitics/contracts #inancial
institutions provide a clause in thc Loan Agreement indenﬁ'mg for
fulfilling the social rcsponsibilities by the company duly identifying
the social responsibilities of the Company. Further, the Board of
members from the Public Scctor Financial Institutions’Government
should aiso ensure the same.”

2.137 In this rcgard Bharat Pctrolcum Corporation Limited suggested as
follows: —

“Guidelines may be issued whereby even the private sector is made
responsible for undcrtaking certain esscntial activities by way of
their social obligations.”
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2.138 Pointing out the need for the involvement of the private sector in
the implementation of Social Welfare Programmes, the Chairman &
Managing Director Hindustan Organic Chemicals Limited stated at the
first sitting of Study Group-I of the Committce on 24th April, 1992 as
follows:—

“One thing we should rcally appreciate that private sector should
also come forward or should be rcquired to discharge some social
obligations because so far the total burden has been falling only on
the public sector and if the private sector in that region could do
even half of the work which the public sector is required to do, the
pressure on the public scctor will considerably diminish. What
happens generally that whenever any demand comes, it is the public
sector—those who make profits has to look after that demand. The
demands come from various corncrs—immediate neighbourhood,
the district, the state and the country somewhere flood, carthquake
. somecwhere drought rclicf, these are all required to be fulfilled for
-, various reasons.”

He. g‘rther added:—

%r social obligation and public accountability it should bc desir-
able that all thc resources, both of private and public, be pooled so
that- somcwhere you create hospital facilitics, some where you create
firc-fighting facilitics somcbody is cntrusted with infrastructural
facilities, and so on.”

III. PUBLIC ACCOUNTABILITY OF THE PUBLIC SECTOR

3.1 Public Undertakings are accountable to the pcople since it is the
public moncy which has becn invested in the public enterprises. Public
accountablhty of the public scctor is one of the basic ingredicnts of the
dcmocratlc set up in our country.

32‘ 1e Committce wanted to know as to what was the cxisting
mechangm to ensure public accountability of the public scctor in matters
relating to fulfilment of socil responsibilitics. Telecommunications Consul-

tants India Limited (TCIL) stated in a reply:

“The existing mechanism to ensure public sector accountability in
the matter relating to the fulfilmaent of the social responsibilitics is
though MoU which should bc strengthcned further.”

3.3 The Public enterprises Survey brought out by the Dcpartment of
Public enterprises annually depicts only a brief resume relating to socio-
economic and welfare measures undertaken by the Public Enterpriscs for

their employees.
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3.4 Enquired as to whether the Public Undertakings are required to
indicate progress made in social obligation programmes in the periodical
rcports and rcturns submittcd to the administrative Ministry. DPE etc.
and in the Annual Rcports presented to Parliament. TCIL rcplied as
follows:—

“Presently no report or return on social obligation is sought by the
administrative Ministry.”

3.5 In this context Bharat Pctroleum Corporation Ltd., (BPCL) stated
in a note:—

“In this inputs provided to the Ministry of Petroleum and Natural
Gas for its Annual Report, we submit details of our activities
under social obligations. In the Annual Report of the Corporation
too, we indicate the broad arcas of achicvements with regard to
activities on ‘social obligations.”

3.6 Somc of the Public Undecrtakings voluntarily furnish Social
Accounts in thc Annual Rcport which consist of a statcment on social
commitments and social balance shect. »

v}

Howcver, Mishra Dhatu Nigam Limited stated in a note:— *°

“Except that we indicatc the expenditure incurred om providing
social welfare mcasures for our employecs and their family mem-
bers in our Annual Rcports, no scparate Social Balance Shect is
included.”

3.7 National Textile Corporation (APKK&M) Limited argucd in a note
as follows:—

“The Companics Act and various guideclines from Burcau of Public
Enterprises and Company Law Boards govern the contcnts of
Annual Rcports, while it is mandatory to Publish the capital and
revenue expenditure on social overheads, we are not aware of the
guidclines if any for thc form and contents of a separate Social
Balance Sheet. Formal guidelines will be necessary in this regard.”

On this issue, BPCL stated as follows:— -

“Although we do not produce a separatc Balance Sheet, in this
Annual Report, wec indicate scparatcly the capital and revenuc
expenditure on social overhcads. Besides, in the Annual Report,
we indicate the broad areas of achievements with regard to

activities on social obligations.

3.8 ONGC stated in their rcply as below:—
“For couplc of years, ONGC has given Social Balance Sheet in the
Annual Report. This was, however, discontinucd since 1988-89 and

many of the undcrtakings were not giving this information in their
Annual Accounts.”
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3.9 MMTC stated that it includes a social income statement and
Social Balance Shcet as part of its Annual Report.

3.10 Oil India Limited besides giving the Social Balance Shect
gives a detailed account of the social welfare measurcs undcrtaken
by the Company during the year, in the Annual Report.

3.11 In reply to a question as to why this procedure has not been
uniformally adopted by all the Undertakings, OIL stated:—

“Progressive undertakings having commitments to social obligations
programmes submit Social Balance Shects as proud proclamations in
their Annual Report. This procedure is not uniformly adopted by all
undertakings due to followings:—

(a) Lack of commitment to programmes;

(b) No mandatory requirement under Accounting Standards of
Institutc of Chartered Accountants of Company Act 1956 to

include the same.”

3.12 To a query by the Committce as to whether it would not be
desirable to subject the social accounts of the Undertakings to statutory
and C&ﬁG audit, thc Ministry of Industry (Dcpartment of Public
Enterprises) was unable to give any satisfactory reply for or against the
suggestioff. -

3.13 On being enquired as to whcther any Social Audit has bcen
conducted to assess the extent to which social obligations towards
cmployces, consumers, the community at large and the people in the arcas
where the units are located have been fulfilled, the PSUs replied in the
negative. However, Mahanagar Telephone Nigam Ltd. stated as follows:—

“Hon’ Minister of State (Communications) has appointed a Social
Audit Pancl to cnsurc greater degree of satisfaction amongst our
valued customers for both Delhi and Bombay Units."”

3.14 The Committee were given to understand that a private scctor
company like Tata Iron & Stecl Company Limited undertopk Social Audit
as far as_in 1979. The Pancl appointed by the Board of Directors of
TISCO i®.1979 to conduct the Social Audit arrived at thc following
conclusion:e—

“The Committec has studied the litcrature on social audit and
examined its diverse aspccts and has come to the conclusion that
companies such as TISCO have obligations to its:workers and sharc
holders and to the community in which the company operates and
to the larger society that these obligations arise from the Company's
own understanding of what it owes to society and that such an
understanding is based on values and norms that have been
traditionally nurtured in India.”



PART 11
CONCLUSIONS/RECOMMENDATIONS OF THE COMMITTEE

1. The concept of social welfare has been prevalent in our society from
time immemorial. It received approbation after independence in the
Constitution of India which provides for a Welfare State. The Preamble and
the Directive Principles of State Policy in the Constitution of India clearly
enunciate the social policy of the State, which is the basis of our planning. A
Welfare State Is expected to strive to minimise inequalities in income, status,
facilities and opportunities among the people and strive to promote the
welfare of the people.

2. After independence, to tide over the problems which were being faced
by the country on economic, social and strategic fronts, it became a
pragmatic compulsion on the part of the Government to deploy the pllbllc
sector as an instrument to develop sound agricultural and industrial base,
overcome economic and social backwardness and generate employmem
opportunities and balanced regional development. This endeavour tg have a
planned development of the country and the national objective of edtablish-
ing a socialistic pattern of society together with the Industrial Policy
Resolutions adopted by Parliament in 1948 and 1956 lead to steady growth
of State enterprises of diverse nature In India. As against § enterprises
under the Union Government with an investment of Rs. 29 crores in 1951,
there were as many as 246 Central Public Sector Enterprises with an
investment of Rs. 135871 crores as on 31.3.1992. The Committee view with
great concern that although there has been such a massive growth in the
public sector, the soclal objective, which was one of the basic considerations
for the formation of the public sector has not heen assigned the importance
it deserved either by the Government or by the PSUs. (Recommendation,
S.No. 1, Paragraphs 1 and 2)

3. Soclal responsibilities endowed on a Welfare State are enunefgted in
the Directive Principles of State Policy In the Constitution of India. The
State includes the Government and Parliament of India and the GoRernment
and the Legislature of each of the States and all lncal or other authorities
within the territory of India or under the control of the Government of
India. Thus every Public Undertaking forms an integral part of the State.
The Committee, therefore, are of the considered view that being part of the
State every Public Undertaking has the moral responsibility to play an
active role in discharging the social obligations endowed on a Welfare State,
subject to the financial health of the enterprise. (Recommendation S.No. 2,
Paragraph 3)

54
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4. The Social responsibilities of public undertakings could breadly be
split into four spheres, viz. those (a) towards the shareholders, (h) towards
the employees, (¢) towards the consumers and (d) towards the society in
general and the local people in particular. 1n the present Report, the thrust
of the Committee is on the last sphere of social responsibilities, i.e. social
responsibilities of Public Undertakings including financial institutions
towards the society at large and the local people In particular. Within the
ambit of the Committee’s present examination, Social responsibilities of
Public Undertakings including financial institutions could be defined as the
moral obligations, which an enterprise, being an agcucy of a Welfare State,
is expected to fulfill in addition to its corporate objectives for the welfare of
the society at large and the people in and around its area (s) of operation.
The term has a very wide connotation covering the entire gamut of social
and welfare measures in the ficlds of education, culture, health and family
welfare, housing, development of infrastructural facllities and civic
amenities, recreation, social welfare, disaster relief, environmental protec-
tion, schemes for rural upliftment, etc. With a view to help the under
privileged class of people and raise their lot socially and cconomically so
that .they can be brought into the mainstream of the society, the public
sectoi'f:_.:gndertakings being the potent instruments of the State have a
significant role to play. (Recommendation S.No. 3, Paragraph 4)

5. The Committee find that whereas some of the PSUs like Gas Authority
of India Ltd., Oil & Natural Gas Commission, Steel Authority of India
Ltd., National Mineral Development Corporation ILtd. and Hindustan
Organic Chemicals Ltd. have shown a sense of commitment to the cause of
social responsibilities and are engaged in various activities voluntarily for
the welfare of the people around the areas of their operation, there are
other enterprises like Life Insurance Corporation of India, General Insur-
ance Corporation of Indis and Central Warehousing Corporation, which
despite having a wide-spread network across the country have not done
anything worthwhile in this direction. However, the Committee are per-
turbed to find that some cnterprises have failed to discharge social
r(spom‘ﬁilnies on one preiext or the other. They are of the view that being
in any a)edt‘u service like trading, telecommunication or consultancy does
not exonerate an enterprise from discharging social responsibilities. For
instance, In the ficld of commerce, trade and business wherever our public
undertakings have to deal with foreign trading companies such companies as
are established and run by NRIls need to be encouraged; as an illustration
public undertakings like VYSNL must give preference to NRI owned
Telecomunication Carriers like Stratech established and run by NRIs in
Washington DC(USA). Similarly, an Undertaking like Food Corporation of
India should not be content with merely discharging its corporate ohjectives
like procurement, supply and maintenance of buffer stocks of foodgrains.
The Committee trust that as assured by the Chairman, LIC and the
Chairman, GIC, plan of action must have already been drawn up by the
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Corporations for discharging social responsibilities. (Recommendation
S.No. 4, Paragraph 5)

6. For its own efficient functioning an enterprise needs to operate in a
congenial and peaceful surrounding. A healthy and prosperous unit cannot
remain an island for long ignoring the poverty and sufferings of the people
around it. Therefore, every Undertaking has to be sensitive to the problems,
needs and aspirations of the people of the area in which they operate and
should be prepared to render them a helping hand whenever required.
However, in the Committee’s view an act of charity should not be something
thrust upon but a spontaneous outflow from a benevolent heart, Swami
Vivekananda has rightly said: “It is great privilege for all of us to be
allowed to do anything for the world. In helping the world, we really help
ourselves.” In Committee’s view the ultimate goal of discharging social
responsibilities should be the common good of as many people as possible,
be it something for the benefit of the people in general or the people of the
area of operation of the enterprise in particular. (Recommendation S.No: 5,
Paragraph 6)

7. Some of the common spheres of activities which could be underfaken
by public undertkings are promotion of literacy and higher education;
health and family welfare; providing clean drinking water; community
development; environmental protection and sanitation; development of
infrastructural facilities and amenities like roads, bridges, street lighting
and drainage; promotion of sports, art and culture; assistance in housing
and township; improving the lots of socially and economically weaker
sections of the society; providing employment to local people; rehabilitation
of Project Affected Persons (PAPs) and meeting local needs as and when
required. The spheres of activities listed above are only illustrative and not
exhaustive. The Committee suggest that projects for fulfilment of social
responsibilities should be selected by individual undertakings keeping in
view the specific requirements of the areas where the units are located. In
consultation preferably with the peoples’ representatives, renowned spcial
workers of the district and non-governmental organisations. (Recommenda-
tion S.No. 6, Paragraph 7) b

8. The Committee note that whereas some Public Undertakings discharge
social responsibilities voluntarily, there are others which are not even aware
of the social significance of the public sector. This is mainly due to the
failure of Government to define the social objectives and obligations at the
macro level and by the PSUs at the micro level. The Committee on Public
Undertakings have been focussing their attention on this vital aspect relating
to the public sector since the last three decades. As far back as in 1965 the
Committee had in their 7th Report (3rd Lok Sabha) recommended that the
Government should enunciate social obje-tives and obligations of PSUs
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alongwith financial and economic objectives. Even after the Committee
reiterated their recommendation in the 40th Report (1973-74), the Govern-
ment spelt out only financial and economic macro objectives of the public
enterprises in the Industrial Policy. Statement made in Parliament in 1977
ignoring the social objectives. The Committee cannot but deprecate the
cavalier and ham-handed manner in which the Government has been
handling such a vital objective of the public sector. The Committee are of
the firm view that if the public sector has not been able to adopt a codified
ctrategy with regard to fulfilment of social obligations, it is the Government
which should own the responsibility for not taking the initiatives to spell out
the macro objectives in this regard. (Recommendation S.No. 7, Paragraph

8)

9. The result of the absence of any clear policy in this regard has been
that most of the PSUs have not been able to spell out their social objectives
in the Corporate and Annual Plans, although many of the pubiic undertak-
ings earmark separate funds for social welfare annually and take up
projects of their choice. In the absence of any Government guldelines some
of .the enterprises are even hesitant to take the risk of undertaking welfare
activities. In order to make the public sector conscious and committed to
upliflinent of the society at large and the people in the arca of their
operation’ most of the public undertakings were also of the view that it is
desirable that Government should clearly lay down social responsibilities to
be fulfilled by them.

10. Not only has the Government failed to lay down any policy in regard
to social objectives of PSUs, what is surprising io the Committee is their
failure even to regulate and streamline the welfare activities which are
already being undert:ien by several PSUs. It is high time that effective
steps are taken to codify and institutionalise various types of social
responsibilities being discharged by different PSUs in an unorganised and
haphazard manner. After examining all the aspects relating to the subject,
the Committee have arrived at the inevitable conclusion that the Govern-
ment should clearly enunciate social objectives and obligations of the public
sectar.~The Committee would like to be apprised of the action taken by
Goverfiment in this regard.

11. The Committee agree with the view expressed by the Secretary,
Ministry of Industry (Department of Public Enterprises) that it would not
be desirable to draw up an exhaustive list of activities to be discharged by
cach and every undertaking. The nature of activities selected may vary from
Undertaking to undertaking depending on the sphere of operation of the
Company, location of the units, financial health, etc. The Committee are,
therefore, of the firm view that the Government should spell out the social
objectives only at the macro level and Jeave it to individual enterprises to
draw up detailed programmes for compulsory implementation by them.
After the social objectives are defined by Government, each undertaking
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should within a period of six months draw up its own plan of social
responsibilities at the micro level keeping in view the Government guideli-
nes, the availability of resources and the local needs which every undertak-
ing should conscientiously sense with discernment. The targets for social
responsibilities to be discharged by a particular undertaking should be
included in the Annual Plan and the Memorandum of Understanding (MoU)
signed with the Government. Government guidelines with regard to MoU
therefore need to be suitably modified to include also general targets for
fulfilment of social responsibilities. (Recommendation S.No. 8, Paragraphs
9-11)

12. In the Commiitee’s view, fultilment of social responsibilities should be
linked to profitability of an emerprise. No PSU should undertake welfare
activities to the dctriment of its financial health. The Committee fully
subscribe to the views expressed by the Executive frustee, Unit Trust of
India that **‘when we speak of social responsibility of the Public Sector, the
first concern should be that those public sector units which are operating
less efficiently and not achieving their objectives must, first and foremost,
concentrate on achieving their objective.” PSUs which are deciared sick or
which have been in the red consecutively for a period of three year$ should
automatically stand exempted from discharging social responsibilities till
such time they come out of the red. But at the same time this should not be
construed (o mean that there is a premium on inefficiency and that
Committee are in favour of condoning any slackness. The Comnmittee have
also taken note of the suggestions about taking into account the expenditure
incurred on social responsibilities while evaluating the financial performance
of the Uadertaking and a tax rebaie sysiem on the amount spent on social
weifare. They have not gone into the merits and demerits of the proposals.
The Commitiee suggest that the proposais should be examined by Govern-
ment tasking into acceunt their pros and cons and decisions taken thereon
should be intimated to the Committee. (Recommendaiion S.No. 9, Puara-
graph 12)

13. The Commiittee weicome the suggestion for pooling togéther of
resources by the public and private sector industries located in a region for
the pursuit of social responsibilities. In their 18th Report (1992-93) on
indian Petrochemicals Corporation Limited, the Committee had recom-
mended that the proposal by IPCL to set up a large hospital in association
with other neighbouring industries such as RCF, HOC and other private
industries located in the area should be translated into a reality. In their
19th Report (1992-93) on Industrial Development Bank of India also the
Committee, while {llustrativeiy pointing out the fact of scarcity of water in a

" highly industrizlised district like Raigad in Maharashtra, had weicomed the
positive response shown by the Chairman, 1IDBI who had volunteered to
work out & scheme to cover the entire district so that the acute problem of
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drinking water was solved. Hc had also assured to set an example in all
other similar areas/regions. The Committee had desired an early action in
this regard. They reiterate the recommendations and expect all concerned to
treat these as guidelines for the good of the locality and its people in
discharge of their social responsibilities and in commitment of their public
accountability. They further suggest that wherever in a region PSUs are
contiguously located, efforts should be made to pool together the resources
and jointly plan and implement major projects of public utility like
hospitals, educational institutions, provision of drinking water, etc. for the
welfare of the people in the region. (Recommendation S.No. 10, Paragraph
13)

14. For effective formulation, implementation and monitoring of activities
relating (o social responsibilities It Is imperative that a cogent group of
committed persons should be deputed by the Public Undertukings for the
job. As is being done in most PSUs, it wouid be, appropriate to assign the
overall supervision of the programimes relating to social responsibilitics to
the senior most officer incharge of Administration/peronnel both at the
corporate and the plant level especially in case of multi-unit enterprises. The
Committee wish to stress the need to have a separate division in each major
unit/pl'anl where social welfare programmes are carried out on the pattern
of the Peripheral Develoment Department functioning in SAIL’s plants. The
Comimittee feel that the existing procedure and administrative set up in
SAIL for planning, formuiation and imptementation of proposals wiih
regard to social responsibilities is worthy of emulation. In multi-unit
enterprises, soclal projects should be identified and proposals prepared at
the plant level. After scrutiny and approval at the plant level, the proposals
should be sent to the Corporate Office. Consohidated proposals should be -
got approved at the Board level before budget allocations are made. It is
also desirabie to avail of the help of the State Governmeni and District
administration, wherever necessary, for identification and impiementation of
schemes at the plant level. (Kecommendation S.No. 11, Paragraph 14)

15. One of the main planks of planning in India has been to generate
employment opportunities. As far as public undertakings are concerned,
they can act as a poient device for offering empioyment particulariy to the
residents of the region where their plants/units are located. The Coinmittee
are happy to note that the Government has realised the necessity of
providing employment benefit to the local people at least in recruitment of
posts carrying scales of pay the maxunum of which does not exceed
Rs. 2,5004 per month. Inspite of this, the actual compliance of the
guldelines {s not satistactory in respect of many of the undertakings. To the
Committee it appears incredible that public enterprises are unable to find
local people even for unskilled and manual jobs in group ‘D’ posts. If at all
any type of basic training is required for posts in Group ‘D, the enterprise
concerned should be forthcoming to arrange for such training to the local
people In the eligible age-group so as to make them suitable for the job
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requirements. The Committee are of the firm view that recruitment to posts
with pay scales upto Rs.2,500- should invariably be done through the local
Employment Exchange by providing training as and when required.
However, in exceptional cases if an Undertaking is unable to get candidates
through the local Employment Exchange, the vacancies should be advertised
in the local newspapers after obtaining non-availability certificate from the
local Employment Exchange and candidates from the adjoining areas should
be given priority as compared to outsiders provided they possess the
required qualifications. (Recommendation S.No.12, Paragraph 15)

16. As far as categories other than Group ‘D’ are concerned BYNL has a
system of inducting ITI apprentices on regular basis from amongst the local
people and imparting them training in order to make them better qualified
for jobs in the respective trades. In addition, its subsidiaries like Bharat
Pumps Compressors Limited and Triveni Structurals Limited organise
tailor-made training programmes in collaboration with the local training
institutes for the local people to equip them with the required skilfs for
employment. Similarly, BPCL Refineries also train large number of local
people as Apprentices under the provisions of Apprenticeship Acl_,-”i961.
Though it is not obligatory, many such trained people are absorbed
depending on availability of vacancies while others acquire improved
prospects of obtaining jobs elsewhere. It is also commendable that NALCO
units which are located in relatively remote areas with relatively less
Gualified pecple around have recruited more than 50% of their skilled,
semi-skilled, highly-skilled and even supervisory personnel through the
Company’s own training schemes. Against the existing manpower of about
3650 employees in these categories, about 2000 persons have been inducted
through NALCO’s own training schemes. NALCO's Angul Plant has
trained more than 300 boys from nearby villages, who mostly belong to land
affected categories, at the ITI for giving them technical qualifications and
skill for employment. The Committee suggest that similar sincere efforts
should be made by all other public Undertakings and especially by the units
which are located in the rural, hill;, backward and tribal areas to émpart
suitable training to the local population with a view to equip them with the
required skill to take up employment. If an undertaking is unable to
provide employment to people in the locality due to reasons like excess
manpower, efforts should be made to impart training and financial help, if
possible, to them in order to enable them to take up self-employment as is
being done by SAIL plants. (Recommendation S.No. 13, Paragraph 16)

17. The DPE issued comprehensive guidelines to PSUs to accelerate the
growth and development of small scale ancillary units as far back as in
1971. The Committee are astonished to find that inspite of repeated
guidelines issued by Government from time lo time, some enterprises have
not taken adequate steps for encouraging development of ancillaries.
Although a detailed format for submission of half yearly report by PSUs to
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the DPE, Administrative Ministry, etc. for the purpose of monitoring the
progress of the growth and development of ancillary units was circulated to
all Undertakings, the Committee have gathered the impression that the DPE
and the Adminsitrative Ministries have failed to ensure strict compliance of
the guidelines and in monitoring the progress made by the Undertakings in
this regard. The Committee urge the DPE and the Administrative Ministries
to ensure that public enterprises take adequate steps to develop/support
ancillary and small scalc industries. (Recommendation S.No. 14, Paragraph
17)

18. With a view to encourage ancillaries and small scale industries (SSIs),
the Committee suggest that a full time senior level officer should be
appointed as Ancillary Development Officer at plant level to supervise and
coordinate with floor managers and ancillaries for identification of products
which could be developed by these units and SSIs and location of units
which could undertake the job. The progress made in this regard should be
reviewed at the highest level in each plant periodically and specific steps
taken. to speed up the process of development. (Recommendation S.No. 15,
Paragraph 18)

19. Another area of rendering benefit to the local people would be by
way of awarding contracts to eligible people in the region. While the extant
guidelines with regard to inviting of tenders for awarding major contracts
might continue to be complied with, the Committee see no reasons why
routine maintenance jobs of plant and township; contracts for cleaning,
repairs and transportation; minor construction jobs, etc. involving minor
expenditure should not be awarded to local enterpreneurs. (Recommenda-
tion S.No. 16, Paragraph 19)

20. The most woeful impact of industrialisation is displacement of large
number of people from thelr ancestral habitat and traditional occupation.
As provided in the Land Acquisition Act, 1968, the State Government
awards the compensation for the land acquired for the purpose of setting up
new projectsinits. What the Committee are deeply concerned about is the
rehabilitation aspects after land acquisition. Although the DPE had issued
certain guidelines in this regard in 1986 with a view to streamline the
procedure it is disturbing to find that till now a uniform approach to
alleviation of hardships faced by displaced persons has not been evolved by
the PSUs. Whereas some enterprises have taken shelter under the plea that
rehabilitation of Project Affected Persons (PAPs) is the responsibility of the
State Government and washed off their hands, there are PSUs which have
gone to the extent of attending to every minute requirement of rehabilitation
besides providing employment or paying subsistence allowance for a period
of 20 years. It goes without saying that the Public Undertakings concerned
have a moral responsibility to ensrue that the dispossessed persons are
rehabilitated fully instead of leaving them to distiny to decide their fate.
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Their basic requirment like slternative house, educational facilities, drink-
ing water and requisite infrastructural facilities need to be taken care of.
The role of the State Government and the Undertaking concerned needs to
be specified to avoid any sort of lapse on either side or duplication of efforts
in the rehabilitation process. The Committee, therefore, impress upon the
Government to clearly lay down comprehensive guidelines covering all
aspects of rehabilitation and demarcating the responsibilities of the State
Government and the Public Enterprises. (Recommendation S No. 17,
Paragraph 20)

21. Perhaps the only facility that was being extended to PAPs by most of
the public enterprises was providing employment to one person from each
displaced family. However, in 1986 DPE issued the following instructions
revoking it:

“In the context of the urgent necessity of public sector enterprises

operating at commercially viable levels and generating adequate .

internal resources, over-manning has to be guarded against. At;y,
understanding formal or informal, in regard to offer of employmegit
to one member of every dispossessed family in the project will stand
withdrawn.”

It is astonishing that a deserving facility that was being made available to
PAPs for almost last four decades was withdrawn in such a casual manner.
A tribal or peasant who Is evicted from a hilly or rural area loses his
traditional occupation and is left high and dry without any source of
subsistence. It Is only humane to offer him some source of livelihood. The
Committce feel that if lack of required educational qualification is the
deterrent factor, those without the specific qualifications should be offered

08 In unskilled categories or Imparted training by the undertaking
.oncerned to equip them for the skilled categories of jobs. In case there is a
problem of over-staffing, PAPs could be absorbed as and when vacancies
arise, The Committee cannot but deprecate the casual manner in which the
Government discontinued the facility of employment to PAPs and desire
that it should be restored forthwith and the Committee be apprised of the
same. Care should, however, be taken that employment is offered only
against existing vacancies after the candidate acquires the required qualifi-
cation/skill wherever necessary. (Recommendarion S. No. 18, Paragraph
21)

22. Most of the PSUs were set up mainly to function on commercial lines
and earn profit on the investment made although social responsibilities are
also an important ingrediant of their objective. Nevertheless a few public
undertakings like Artificial Limbs Manufacturing Corporation of India
(ALIMCO) and Indian Medicines Pharmaceutical Corporation Limited
(IMPCL) were primarily set up for much more benevolent and noble
ohjectives. The Committee need hardly emphasise that such enterprises
ought not be viewed at par with other PSUs.

‘,
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23. The alms and objeciives of ALIMCO which was set up for the
manufacture and supply of aides and appliances needed by the disabled are
more charitable in nature than commercial. The original assumption was
that funds for the Company’s operations would be derived inter-alia from
contributions and annual grants from the National Defence Fund, The
Central Goverament, the State Government, public institutions, etc. and
donations from various sources. However, having been left to sustain itself,
ALIMCO had no choice other than to fix high prices for its products to
meet the cost of production. With exhorbitant prices required to be paid by
the disabled for procuring aides and appliances, the social benefits expected
of the Company have not really accrued to the deserving sections of the
lower strata of society. While deploring the indiscriminate manner in which
Government has rescinded the original assumption with regard to raising
tesources for the operations of the Company, the Committee would like to
fmpress upon the Government that even i1 the context of the changing
economlic policy, a more lenient policy should be adopted towards socially
oriented PSUs like ALIMCO. Gove-. ‘~ut should éxamine ways and means
of providing financial support to those activities of the Company which are
directly meant to benefit the disabled. Such a support is nol meant to help
the enterprise, but is essential for the social cause the company is engaged
in. The Committee would like to be informed of the specific steps-taken by
Government in this regard. (Recommendation S. No. 19, Paragraphs 22
and 23) ?

24, Similarly, Indian Medicines Pharmaceutical Corporation Limited
(IMPCL), besides being located in a remote tribal area is endowed with the
prime social objective of preserving and developing indigenous Ayurvedic,
Unani and Siddha medicines, which are part of our cultural heritage. It
would be no exaggeration to say that the dormant potential and extreme
suitability of the indigenous systems of medicare to the Indian conditions of
life are still not fully recognised. The Committee urge that IMPCL which is
also entrusted with the responsibility of cultivation of high quality herbs and
their collection from high terrains of the Himalayan region, should be given
necessary financial assistance to take up research in Ayurveda, Unani and
Siddha especially with a view to developing medicines for those discases with
no remedy as yel. (Recommendation S.No. 20, Puragraph 24)

25. Public sector financial institutions (PFIs) including banks play a
pivotal role in the development of backward regions, upliftment of rural
masses and weaker sections of the society and promotion of industrialisa-
tion. As such, PFlIs, have a specialised role towards the society at large as
part of their corporate objective over and above those social responsibilities
which each and every public sector enterprise discharges out of moral
obligation or goodwill being an agency of the State. To mention a few, the
PFlIs are endowed with the social objectives like implementation of socio
economic policies of the Government aimed at upliftment of less privileged
sections of the society through their investment and insurance cover suited
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to the rural population with low premium paying capacity; introducing
schemes for loan/Insurance with the objective of soclal benefit; channelising
investible funds towards under developed regions, weaker sections of the
society and other socially oriented sectors and providing loans, assistance,
etc. at non-commercial terms and concessional rate of interest.

26. The Committee note that high claims have been made by the
Government and the financial institutions about fulfilment of social obliga-
tions in keeping with their corporate objectives. They are, however,
sceptical about the extent to which the benefits have actually percolated
down to the lowest strata of the society especially in the remote, hilly and
tribal regions of the country. The Committee urge that the Government
should issue detailed and comprehensive guidelines to all financial institu-
tions including banks to vigorously pursue social objectives in letter and
spirit in keeping with the socio-economic policies of the Government.
(Recommendation S.No. 21, Paragraphs 25 and 26)

27. One of the aspects of PFIs which the Committee would like to
mention specifically is that they should earnestly strive to promote balanced
regional development. In order that benefits deriving out of industrial
development and progress are equitably shared by one and all, it is
necessary that disparities between regions are progressively reduced. With
this end in view, financial institutions should make a conscientious effort to
channelise more investments to relatively under-developed and economically
backward areas. (Recommendation S.No. 22, Paragraph 27)

28. Coming to the implementation part of socially oriented schemes, the
impression gathered by the Committee is that benefits deriving out of the
schemes directed towards the welfare of the poorest of the poor are actually
enjoyed by the more influential and well to do sections of the society. The
Committee suggest that PFIs should renew and regenerate their commit-
ment to the social objectives. With respect to schemes which are exclusively
launched for social welfare, Government should examine the possibility of
giving more liberal incentives like lower rate of interest, relaxed terms of
repayment, etc. All schemes with sucial objectives in view should be made
more specifically suited to the targetted groups and implemented religiously.
In order to ensure that the benefits out of such schemes are not diverted for
other purposes, the Committee desire that there should be stricter and
regular monitoring at the implementation stage. (Recommendation

S.No. 23, Paragraph 25)

29. Every human being should cultivate a sense of concern for fellow-
beings. Charity and goodwill should become a way of life. Thus, it would be
unfair to restrict social objectives and obligations to the public sector alone.
In fact, many a time the public sector is under great pressure to meet
several requirements like fulfilling of various social responsibilities, meeting
emergency demands for relief at the time of natural calamitles like flood,
drought and earthquake, etc. It has been acknowledged even in developed
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countries that maximisation of social wellare should be the legitimate goal of
any enterprise and the company shouid be responsible not only to the
shareholders, but also to the workers, consumers and other members of the
community.

30. Having realised their obligations to the society, some of the private
sector enterprises have been discharging welfare activities on their own. The
Committee endorse the observations made in this regard by the Panel
appointed by Tata Iron & Steel Company Limited (TISCO) for Social Audit
in 1979 ‘‘that companies such as TISCO have obligations to its workers and
shareholders and to the community in which the company operates and to
the larger society, that these obligations arise from the Company’s own
~ understanding of what it owes to society and that such an understanding is
“+_based on values and norms that have been traditionally nurtured in India.”

" Moreover, the Committee observe that even the guidelines issued by the
Government with regard to reservatior of jobs for the handicapped, ex-
servicemen and weaker sections of the soclety do'not apply to the private
sector. On the other hand, many of the enterprises enjoy, several benefits,
avail of concessions and receive financial assistance from the Government as
well as public sector institutions. There are some private companies which
enjoy more concessions from the Government on some consideration or the
other as compared to the public sector. It would not be an exaggeration to
say about the private sector that it is the public money which is being
managed by private individuals. In the circumstances, the Committee would
suggest that the Government shouid urgenily consider ways and means of
making private euterprises also discharge certain social responsibilities
which could be linked to profitability. Some of the suggestions placed before
the Committee in this context like inclusion of social objectives in the
Memorandum and Articles of Association, entering into Memorandum of
Understanding with Government making agreeinents with PFIs on social
responsibilities at the time of sanctioning loans, inclusion of a statement on
social objectives and Social Balance Sheet in the Annual Report, etc. are
“worth considering. The Committee would like to be apprised of the steps
taken by Government in this regard. (Recommendation S. No. 24,
Paragraphs 29 and 30)

31. Public Accountability of the public sector could rightly be called the
kingpin of a democratic set up. It is the public money which is invested in
the public sector and hence the term public accouniability connoles the
obligation on the part of the Government and the enterprise to reveal and
justify their policies, actions and the results achieved thereagainst to the real
owners of the Company, that is, the peoplc at large. In view of the fact that
the public sector was conceived as a device for socio-economic development,
the concept of public accountability has a iarger social significance. Since
accountability of the public sector is a very complex issue which the
Committee have already dealt in their 32nd Report (8th Lok Sabha), the
scope of the present examination is limited to the ways and means of
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ensuring public accountability of the public sector with regard to pursuit of
social respoasibilities.

32. The Committee stress tnat the Government should ensure public
accountability of PSUs with regard to fulfilment of social objectives and
obligations. In the esrlier part of this report the Committee have recom-
mended that targets for pursuit of social responsibilities should be laid down
in the MOU. This would facilitate ratings by Government in this sphere and
present to the public an authentic evaluation of social responsibilities
discharged by the Undertaking concerned. The Committee have noted that
some of the PSUs like OIL and BPCL furnish details on broad areas of
operation with regard to social responsibilities and the results achieved
thereagainst in their Annual Report. Similarly Social Accounts including
Social Balance Sheet is included in the Annual Report by some undcrtak;q
ings. The Committee feel that this would undoubtedly help better lrnnspd‘p
rency in the operations of the enterprises. They suggest that the perform-
ance by PSUs in this sphere should be given due weightage also ‘in the
periodical reports and returns submitted by the undertakings to the DPE
and the administrative Ministry and in the Quarterly Review Meetings.
Besides this, a comprehensive review of the social responsibilities discharged
by the public undertakings should be brought out in the Public Enterprises
Survey brought out by the DPE annually. The Committee also desire that
the Government should examine the feasibility of subjecting the Social
Accounts of PSUs to statutory and C&AG audit and arranging Social Audit
of public enterprises on the lines of TISCO. These steps will definitely
ensure better accountability of PSUs to the Parliament, the consumers and
the public. (Recommendation S. No. 25, Paragraph 31 and 32)

New DELi; VILAS MUTTEMWAR

December 22, 1993 Chairman
Pausa 1, 1915 (Saka) Committee on Public Undertakings
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