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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having 
been authorised: by the Committee to submit the Report on their 
behalf present this Fiftieth Report on Action Taken by Govem-
ment on the recommendations contained in the Thirty-second Re-
port of the Committee on Public Undertakings (Eighth Lok Sabha) 
on Accountability and Autonomy of Public Undertakings. 

.'-iia 
2. The Thirty-second Report of the Committee on Public Under-

takings (1987-88) was presented to Lok Sabha on 25 August, 1987. 
Replies of Government to all the recommendations contained in the 
Report were received by 10 November, 1988. The replies of 
Government were considered by the Action Taken Sub-Committee 
of the Committee on Public Undertakings on 14 December, 1988. 
The Committee also considered and adopted this Report at their 
sitting held on 14 December, 1988. --3. An analysis of the action taken by Government on the recom-
mendations contained in the Thirty-second Report (1987-88) of the 
Committee is given in Appendix-V. 

NEW DELln; 

December 28, 1988 
Pausa 7,1910 (S):-

VAKKOM PURUSHOTHAMAN 

Chainr&4ft, 
Commitee on Public Undertaking, 

[ vii J 
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REPORT 

The Report of the Committee deals with the action taken by 
the Government on the recommendations contained in the Thirty-
second Report (Eighth Lok Sabha) of the Committee on Public 
Undertakings on Accountability and Autonomy of Public Under-
takings which was presented to Lok Sabha on 25 August, 1987. 

2. Action taken replies have been received from the Govern-
ment in respect of all'the 17 recommendations contained in the 
Report. These have been categorised as follows:-

.... 

-(i) Recommendlations/obscrvat:i<m.s that have been accepted 
by the Government 
81. Nos. 3-7. 9, 13, 14, 16 and 17. 

(U) Recommendations/observations which the Committee do 
not desire to pursue in view of the Government's replies: 
51. No. 11 

(iii) Recommendations/observation in respect of which ,.e-
plies of the Government have not been accepted by the; 
Committee: -
Sl. NOI. 8 and 12 

(tv) RecommendGtion,/observations in Tespect of which fi:no.l 
replies of Government are still awaited: 
81. Nos. 1, 2, 10 and 15 

3. The Committee desire that the fUlal replies in respect of re-
eOlDDllIDdations for wbich only interim replies have beeD given by 
Government should be furnished to the Committee expeditiously. 

The Committee will now deal with the action taken by Govern-
ment on some of their recommendations. 

A. Review oj BPE guideline. 

Recommendation S. No. 5 (Para 2.9) 

4. While observing that the flood of guidelines issued by the 
Bureau of Public Enterprises caused confusion and diluted respon-
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Ilbllity, the Ccmamlttee had felt that there ".. lack O! cJultt. _ 
regard to the nature of these guidelines. The Committee recom-
mended that the guidelines issued by BPE should be reviewed to 
cIistinguish between thOle ..at6i~t to be regarded as man dator1.' 
and the others in respect of which the public undertakings would 
have flexibility in following them. 

5. The Govemment have stated in their reply that the review 
of the BPE's guidelines has been . taken up. The· Commission on 
Economic Efficiency, Productivity and Exports has examined the 
matter and submitted its report to the Government which is under 
ccnsideration. 

8. 'fhe Committee desire that the GovenDD_* lliould tHe all 
eady decision on the Repoll submittcu by the Commission on' 
Economic Efficiency, P:orludivity and Exports and clearly distin-
!,'UiS'b the guideline!' \'\11'lil;;l :,re mandatory from those which are in 
the nature of model rules and where the public undertakings hay\!!! 
ftexibUity in following them. 

B. Modification of Management Information System 

Recommendation S. No. 7 (Para 2.12) 

7. The Committee had ob~erved that there was an enormous in-
flow of reports, returns and statements from the public enterpri-
ses to ~e administrative Ministriesipcludi~g ~ rew.r,ts---rf!quired 
to be submit~ under the Management InfonnatiGn . System intro-
duced in 1975. In September, 1984. the BPE advised·the administra-
tive Ministries to conduct a review of thewpr~DB .f)f t~ir Manage-
ment Information System to streamline the same. The Committee 
had re~lDea~ ~t in Uae Ugbt· . .ef\tbQ .. review,\dte~'J4~ement 
Information System should be·euitabJy medi,ed with· a view to 
reduce the large number of. inCQnli~ r"ports. ",wrns and state-
ments significantly. Thereafter. there should be no addition to such 
repartsaml'retd.rns excePt, after clearance at the level of '8ec:retary 
to the admiaistrative Ministry. 

B.The Government while accepting the recommendation, have 
stated that the Bureau of· Public Enterprises' have; Gace ..... in advi-
sed all the administrative Ministries to undertake atborough review 
Of their Management Information System and make necessary mo-
difications to the information formats prescribed earlier· sad stream-
line the same as per present requirements. 

9. The Committee note that while the Govemment have accept. 
ed the reeemmeDdatioDaRd advised the a~ntiai8tNtive 'MiDistries 
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..... . . ........ . , _  ................. .. , ..... , , ... , . ..... 
tit)n Jr•t• ... . llu*:,...,_. .... .  ---•·•vw.._.,..._. 
yet. The ColQIDJ.._ tnMlld, ·tllll•fea ·-- 1tlaat -• lllMl,.....a 
Manaaemeat Inf ....... S,,.._ ....... .. tef'oWecl,.·.aad I� 
soon to the a�ve �1 with a view. to Miace•'the 
number of reports, Ntunas anti 11i.tem.eat. to be sulamitted by the 
public enterprises. 

C. Holding of PerfOrmance Review Meetings by MiniStries 

Recommendation S . . No. 8 (Para 2.13) 

10. Under the Management Information System introduced in· 
1975. Quarterly Performance Review Meetings are required to be 

hE: \i by the Administrative Ministries in respect of enterprises un
dc:,· their control. The Committee desired to be specifically informed 
\ViH:''.her tl1ere were any Ministries who have not been holding the 
Perf(wmance Review Meetings regularly during the last three years. 

11. In their reply, the Government have stated that most of the 
Administrative Min istries have informed that the Performance 
review meetings of the Public Sector Undertakings under their 
administrative control are being held regularly. However, according 
in the new role assigned to BPE, it is neither to participate in these 
meetings nor to monitor the holding of such meetings. 

12. The Committee has specifieally desired. the ·Government 1°' 

intimate as to whether there arre any Ministries \1fho•have not been 
holding the Performance Review ·'Meetings regdJ•rl.Y. ''nle Com-· 
mittee are, however, comtrail'!ed to observe that instead of· furnish
ing the desired infermation, 00ffmmel1t •ave elven. ·a:·T&l'le ·rePly 
that Performance �yie:w �eet�np. �e �� lleJ.d

. 
r .. �ly by 

mo9t of ·the Admln1s�il"9e M�ts�s ·•d lWE d�. n°* m�it.,r· 
the· holding of s�ch 'meetings. The �o-ttee. cannot lmt llepr•te· 
the manner in whith' the tec:o���dati� of the · Conunittee 1 iJias 
b� dealt with. !The; Committee 4es�re th�t · infprm•�JJ ,�eprd
iftJ Ministries who have not hefd ·q�rtetly Petfo�ce Rev.ew 
Meetings regwilarly during the last· three years �outd ·be· furni�hell" 
to them without any further delay. • ,-

D. Bringing out of White Paper on Public Sector 

Recommendation S. No. 10 (fara 2.15) 

13. The Committee on Public Undertakings had emphasised jn 
1982 in an earlier Report (49th Report-7th Lok Sabha) the urgent 



,_ 4 

Jleed to b~.out .White Papen, as were beiiIg,broughteut'in 'U.K. 
;AS .periodic~.8tock taking. In February, 1987 Lok Sabha was in-
formed ~at. the Government would bring before Parliament a 
White Paper on the public sector. The Committee recommended in 
.their 32nd Report (8th .Lok Sabha) that the proposed White Paper 
.on Public Sector should .be brought out as early as possible. 

14. The Government have now stated in their reply that "the White 
Paper will be placed before Parliament as early as possible." 

15. The Committee are constrained to observe that inspite of 
their recommendation made as far back as in 1982 and the assu-
rance given in Lok Sabha iu February, 1987, Government have not 
so far placed befolle Parliament the proposed White Paper on Pub-
lic Sector. The Committee once again stress that in order to make 
a proper judgement of the perfonoance of Public Undertakings, a 
:framewol1k of principles of Government's general, economic, finan-
cial and social strategy towards diem is necessary. They would, 
therefore, reiterate that the proposed White Paper on Public Sector 
should be finalised. and placed before . Parliament without any 
~fnrther delay. 

E. Conversion Of PESB into statutory authority 

Recommendation S. No. 12 (Para 2.17) 

16. The Committee had drawn attention of the Government to 
their earlier recommendation contained in their 49th Report (1981-
82) and reiterated the need for formation of an All India Mana'ge-
ment Service and also for the conversion of Public Enterprises Sel-
ection Board into a statutory independent authority. 

17. Government in their reply have stated that the pros and cons 
of setting up of an All India Management Service for the top posts 
in the public enterprises have been examined and tn the light of 
past experience, it has been felt that it would not be appropriate 
to 'Constitute such service. It has also been stated that the Public 
Enterprises Selection Board bas been made more effective and for 
that purpose the Government had issued a Resolution on 31 March. 
1987. 

18. As for the recommendati01l of the Committee regarding con-
vention of the Publie Enterori8ell Seledion Board into R statutorY 
Indeoendent authorlty. 1he Government have merely stated that the 
PubUe ·Enterprises Seledion Board ltas been made morP. p.ffective 
and for that p,urpose a resolu.tion has been issued on ::I Mareb. 19R7. 
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The Committee feel that the Govenua.ent have DOt giVeD serious. 
tbo ...... t to the reeommead.tioa bf the Committee as the resolution 
had been issued before their recommendation wu made. In Com-
mittee's view the pre5eDt I'ublie Enterprises Selection Board can-
Dot be a substitute to • statutory independent authority. They, 
therefore, reiterate their earlier reeolDJDeIldation. 

F. Nomination ~ Government Di,.ect07" 

Recommendation S. No. 16 (Para 2.23) 

19. While observing that there were cases where the same Gov-
ernment official had been nominated to the Boards of several un-
dertakings, the Committee had recommended that the Government 
should ensure that in no case the same official of the Mi,histry or 
Department is appointed a Government nominee Director on the-
B03.rds of more than 2 enterprises. 

20. The Government have stated in their reply that the recom-
mendation of the Committee has been accepted. But the Govern-
ment have felt that the decision cannot be applied rigidly in all 
situations. Though the attempt would be to follow this principle. 
there may be Ministries where, with reference to its officers 
strength on the one hand and the number of public sector under-
takings to be serviced on the other. the same officer has to be on 
the Board of a number of enterprises. 

21. The Committee agree with the view of the Government that 
there may be a few Millistries where, keeping: in view the omeara. 
stren,g1h and the numbell of pubUc undertakings to be serviced, the 
same oRicer has to be appointed on tbe BoardJ of a number of eD-
terprises. The Committee would, however, like their recommenda.· 
tion to be implemeated in letter and spirit and desil'le that devia-
tion from this principle should be made only in exceptional cues. 
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BECO~iMENDATlONS THAT BrAVE BEEN ACCEPTED· BY 
GOVERNMENT 

Ree~8JJdatima N~~ 3' (-Paras &G IIIIid 2.:7) 

The powers of the public enterprises are being exercised by the 
Board of Directors. These powers are governed by the provisions 
'Contained in the Companies Act and also the specific provisions 
made in this regard in the Memorandum and Articles of Association 
.of the concerned enterprises. The Board of Directors are state~ 
to have been given all the necessary powers for carrying out the 
activities of Company in an expeditious manner. But to ensure 
accountability of enterprises to Government and through the same 
to the Parliament. certain powers have been reserved for the Gov-
ernment/President. The Committee have, however, been informed 
that instead of issuing formal directives on specific matters, infor-
mal devices are more frequently used by the Government. ostensi-
bly for securing accountability. The Committee deprecate this trend 
of resorting to informal means of control instead of utilising the 
formal control system as it results not only in the erosion of auto-
nomy of public undertakings but also dilutes their accountability. 

The C~mmittee would. therefore. sug~est that on the analogy 
of the fol~owin'g provision contained in the Articles of SAIL and 
N'J;'PC, provision should be incorporated aiso in the Articles of 
other pubUc enterprises, where it Qlles not exist: 

"Provided that all directives issued by the President shall 
be in wrltm:g addressed to the Chattman. The Board 
shalltncotporate the conb~nts of those directives In the 
annual report of the company and also i'ndicate their 
impact on financial position of the company. '0 

Reply or the GovermneDt 

This recommendation is acceptable to the Government. It has 
been found that the Articles of Association of some ~ublic enter-
prises already contains such a provision while others do not. The 
administrative MinistriesfDepartments have now been requested 
to advise the public entrprises under their administrative control 

{; 



to incorporate a proviSion at the appropriate place in the Articles 
of Association. of such public enterprises vide Ministr.:yof Indus-
tty, BUreau of Public !:iiterprlses O.M. No.· 2(iOO)/87-GM dated 
18-2-1:988' (copy repi'odu<:ed below). 

[Ministrv of Industry, Department of Public Enterprises, Bureau 
of Public Enterprises O.M. No. 2 (24) {87-Fin. (PPU). dated 14th 
April, 1988] 

Copy of B.P.E. O.M. dated 18-2-1988 addressed to all Ministries 
reo Power of President to iSElUe directives-Provisions in the Articl-
es of Association-regarding. 

As the Ministry of Agricultu.re and Rural Development, etc., 
are aware the Articles of Association of the publi'C enterprises con-
tains an article to the effect that the President may from time to 
time issue such directives or instructions as may be considered nec-
essary in regard to condu'Ct of business and affairs of the company 
and in like manner may vary or annual any such directive or in-
struction. 

2. The Committee on Public Undertakings (1987-88), in their 
32nd Report on "accountability and autonomy" of public undertak-
ings, have recommended that all directives issued by the President 
the Adticle of Association of some public enterprises alreidy con-
tents of those directives should be incorporated in the annual re-
port of the Company. 

3. This r~commendation waF considered and it has been found that 
the Article of Association of some public enterprises already con-
tains such a ptoVision while others do not. It has now been decided 
that the following proviSion may be incorporated, at the approp-
riate place, in the Articles of Association of all such public enter-
prises which do not have this provision:-

Provided that all dirt"ctives issued by the President shall be 
in writing addressed to the Chairman. The Board shall, 
~eePt wbere the Preilident co'ftiiderl: tb'at th~ int1!fest of 
the natkmal seetU'ity req12il'e$ otherwtSe. i,;eorporate the 
cdntems of dt'teetiVes issued by the' Presfdent' m tne aft-
nual report of the Companv and" aiife' flfdiciite· its impact 
on the financial position of the Company. 

4. . ~: ~try, Qf~A~Wre anci R~al ~v~~~~,pt, ,!!tc.,are 
therefore, requested to advise the pubUc enterprises un.dertllei! 
administrative control accordingly. 
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deeomln ... datlon No. , (P~ 2.8) 

The Committee have been informed that . since April, 1986 the 
schemes/projects involving expenditure exceeding Rs. 5 crores and 
upto Rs. 20 crores are to be considered by Expenditure Finance 
Committee and those involving expenditure of Rs. 20 crores and 
above would be considered by the Public Investment Board/Cabi-
net. The Committee have also been informed that side by side the 
powers of the Boards of the Public Enterprises have also been 
increased since August, 1986. Earlier, the enterprises were given 
powers for investment without prior Government approval upto 
Rs. 2 crores, Rs. 5 crores and Rs. 10 crores based on the value of 
their gross block. These limits have now been raised to Rs. 5 
crores, Rs. 10 crores and Rs. 2G~ crores respectively. While apprec~
ating the Government's decision in this regard, the Committee feel 
that there is need for further upward revision of these financial 
powers particularly in relation to large companies a.nd holding 
companies having several subsidiaries. They would, therefore, re-
commend that as also agreed to by the Secretary, Department of 
Public Enterprises, the question of delegation of powers to the 
Boards of Undertakings should be further reviewed so as to ena-
ble them to implement plan schemes/projects expeditidtlsly. The 
Committee endorse the recommendation of the Economic Adminis-
tration Reforms Commission that once the investment decisions 
have been approved and necessary funding provided, the manage-
ment of public enterprises should be allowed to go ahead without 
seeldng any further clearances from Government. This will not 
undennine a-ccountability but on the otherhand it will enable the 
Government to take the management of enterprises to task if satis-
factory results are not achieved. Necessary instructions In this re-
gard be issued to all Ministries/Departments dealing with public 
enterprises. 

" Reply of the Government , .". 

Enchanced powers have been delegated to PubUc Sector Enter-
prises who have entered into Memoranda of. Understanding with 
Govel'DJD'll't. A copy of the Oftice Memorandum iaued in tbia re-
gard is r~uced below. 

(Ministry of.Inciuatry,'Depat:tment of Public.Enterprlses, Bureau of 
Public Enterprises O.K. No. 2(24)/8'1-nn. ~ dated. ,th Nov., 
1988) 
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Copy of BPE O.M. dt. 19-1()"1988 addrel88ed to aLl Mw.tt1es . 're. 
Delegation of powers to Pu.blic Sector Undertakings Signing Mem-
oranda of Understanding with the Government. 

Government have been considering for quite some time the 
question of giving greater autonomy to the Public Sector Enterpris-
es consistent with their accountability. As one of the measures 
to give greater autonomy to PlUblic sector enterprises, Government 
have entered into Memoranda of Understanding with the number 
of public sector enterprises. For the year 1988-89, MOUs have 
been signed with eleven public sector undertakings (SAIL, ONGC, 
rHEL, NTPC, Indian Airlines, Air Inoia, HM'T, HE:C, MMTC, STC, 
Maruti Udyog). More PSUs will be signing Memoranda of Under-
standing from 1989-90 onwards. 

!,l. Government have decided to delegate enhanced financial and 
administrotive powers to MOU signing compnnies a~ indicated be-
low:-

,,. 

, . 
, . 
, .' 
". 

(i) Wage Revision 

These enterprises can finalise wage revIsIons within the 
broad guidelines laid down by the BPE and if .any enter-
prise proposes to give benefits beyond these gUidelines 
prior approval of the Government should be obtained. 

( ]i) Incen.tive Scheme, 

Where Prod.uctivity Linked Incentive Schemes are in opera-
tion and the employees are also paid bonus under the 
provisions of the Bonus Act, there is a existing ceiling of 
32 per cent of both bonus and such incentives. MOU 
signing companies can evolve incentive schemes within 
the broad guidelines laid down by BPE subject to the 
condition that the total of bonus and ince~tive shall not 
exceed to the 35 per cent of the wages. 

(n:) Voluntary Retirement Schem~ 

A Voluntary Retirement Scheme applicable to all public 
seet.or enterprises h8.s separately been finalised and com· 
municated to aU public sector enterprises. MOU sign-
ing companies are authorised to implement schemes of 
voluntary retirement even. departing from the parameters 

of· the model Voluntary Retirement Scheme provided· the 
campensatioD to be paid can be found fl'omtbe internal 
'reeOU1'CfI8 of theccompany.' " 
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(iv) T'Tawfer of Functional Director.s 

At present, Functional Directors are appointed with the 
approval of ACC against specific posts. MOU signing 
companies shall have powers to transfer Functional Dir-
ectors from one charge to another in consultation with 
the Secretary of the administrative Ministry and with 
the prior approval of the Minister. 

(v)F01'eign Tours of Functional Directors 
At present, foreign tours of CMDs as well as F';mctional 

Directors require prior approval of the administrative 
Ministry, It has now been decided that while the CMOs 
would continue to obtain the approval of Ministries for 
tours outside the country, the chief executives can autho-
rise business visits abroad of Functional Directors. , 

3· If any company has already been delegated powers higher 
than what is mentioned in para 2 above, it will continue to exercise 
fuch higher powers. 

4. Orders regarding enhan<:ed financial powers to incur capital 
. expenditure and expenditure in foreign exchange will be issued 

separately. 

Recommendation No. 5 (Para!.8) 

The Committee have been informed that· the flood -of guidelines 
iSSlll?d by the BPE has caused confusion and diluted responsibility 

. :md the pactice of issuing guidelines as distinct from directive::; on 
-matters of general applicabflity Of all public undertakings needlll to 
be reviewed. The Committee have also been informed by the 
Government that BPE only communicates the decisions of Gov-

i ~nm~t taken at the level of Catinet/Cabinet Committee/Commit-
tee of Secretaries etc. and as such these guidelines have to be follow 
eel and Implemented by pubUc sector enterprises. Where, how-
ever. there are model rules, the undertakings can make minor 
modifications tht'rein. The Committee have however gathered lin 
impression that there is a lack of clarity in regard to the nature of 
,guidelin,s issued by BPE. As Sllggeateci by the high .. powered 
Committee on Companies and MRTP AQts (Sachar Committee) and 
~ recommended by the Committee on Public Undertakings (Um-
82) ·in their 49th Report on Management and Control Systems, the 

,·-COmmittee wQUld like to reiterilte that the guidelines issued by 
: ·5PEBhould be Jeviewed to disting1ai8h .between ~ose which ought 
-to _ regarded .. mandatol'y cd -the oth_ ...... ct of whtch 

the public Undertakings will have. 6nribl:Uty .. follOwing them. 
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Reply of the GoveJ"llDBllt 

The I.:eview of the BPE's guidelines li~s already been. tak~~.i1 up. 
1"he Commission on Eco~ornic Efficiency, Productivity and E:xports 
nad (:xamined the matter and submitted its report to the Gcvern-
ment. 

The Report of the Commission is under consideration of the 
Government . 

. [Ministry of Industry, Department of Public Enterprises, Bureau 
of Public Enterprises O.M.. No. 2 (24) /67-Fin. (PPU) , d.ated 25th 

April, 1988,] 
Comments of the Committee 

(Please see paragraph 6 of Chapter I of the Report.) 
ReeommeDdation No.6 (Paras 2.10 and 2.11) 

The Committee have been informed that the Government has 
accepted in principle the proposal made by the Arjun Sengupta 
Committee regarding Memorandum of Undertaking (Annual PerN 
formance Plan) to improve the performance of the Public Sector. 
"To begin with, such Memorandum of Understanding has been signed 
by the Government with ONGC in March 1987. The Committee 
have also been informed that the Government bas decided to enter 
into s~h Memorandum of Understanding with five other public 
enterpri~es. viz. Steel Authority of India, Bharat Heavy Electricals 
Ltd., Coa~ .India Ltd., National Thermal Power Corporation andNa-
tional T~xtile Corporation. It is propolied to sign such Memoran-
dum of Understal)ding w.th other pqlllic sector undertakings also. 
The Puq>Ose behind the adoption of Memorandum of Understanding 
is to lay down levels of annual performance of the en~~rprise and to 
~nable. a clear fixa:tion of accountability for the performanc~v. The 
memorandum of Understanding w0J11d conta.inproduction targets, 
,financial targets, investment decisions, 4elegation of powers by the 
Government etc. It is expected that within the parJUIletel"S fixed. 
'Under Memorandum of Understanding, the public sector enterprises 
would have full operational autonomy. 

The Committee aPpreciate· the concept of the Memorandum of 
Understanding (Annual Performance Plan) as in the Committee 
view, it would result <in better efBciency of theconcemed Under-
taking. The Committee hope that earnest efforts would be made 
to achieve the objectives set forth tntbe Memorahdum·:of Under-
'Standing <and· the GOVernment wouldtntroduce ~ti6Usly ·this 
cimc~ in 'other public seetor enterprjses a180. ~e Committe& 
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desire that the performance in relation to Memoranctum of Under-
standing should be fully evaluated at the end of the year and also-
reflected in the .Annual Report of the concerned undertaking. The 
Committee also recommend that non-fulfilment of the performance 
targets contained in 'the MOU should be probed into and responsibi-
lity fixed therefor. 

Reply of the Governmeut 

It has been decided that evaluation of the performance in relation 
to undertakings who have signed Memorandum of Understanding 
(MOU) will be done by a High Level Body under the Chairmanship 
of Cabinet Secretary and this will be serviced by the Bureau of 
P~lblic Enterprises. 

So far as fixing of responsibility is concerned, a systematic process 
of evaluation of an adequately framed Memorandum of Under-
standing will take care of the question automatically. 

[Ministry of Industry, Department of Public Enterprises, Bureau of 
Public Enterprises O.1\~. No.2 (24) /87-Fin. (PPU), dated. 

27th April, 1988T 
_ .. 

RecoRlmeadatioo No. '1 (Para 2.12) 
The Committee have observed that the Public Undertakings are 

required to report to the administrative Ministries their perform-
ance in regard to production, sales, inventory etc. in the prescribed 
formats. Under the Management Information System introduced 
in 1975, for on-going projeCts, as many as 14 reports have been pre~ 
cribed of which 3 are to be submitted yearly, 4 half yearly, 2 quar-
terly and 5 monthly. Apart from this, BPE also gets certain reports 
directly from the public enterprises. 4 forms have been prescribed 
under which BPE handles flash results every month under the head-
ings financial targets and achievements. production targets and 
achievements and cash flow position. Once a year, detailed material 
is also called for the preparation of the 'Budget and the Annual Plan 
for the enSUing year. Thus, throughout the year there is an enorm-
aus infiow of reports, returns and statements from the public enter-
prises to the Ministries and mueh of their time is spent on furnishing 
returns and statements. The Committee are informed that in Sep_. 
tember, 1984, the BPE advised: the administrative Ministries to con-
duct a review of the working of their management information sys-
tem to streamline the same. The Commit~ recoznmend that in the 
light of review carried olltby the administrative Ministries, the 
M.aJucement .Information System should. be suitably modified with 
a view to redu.ce.,the large ,number of incoming reports, J;eturns and 
.ltatemen~ ·significa,ntly. Ther~r. there should be no ·4,lddition 
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>to such reports and ~".xcept,.dter, ,caranee at the level of 
,Secretary to the adMinistrative Ministry concerned . 

..... IT of the GoverJBnent 

The recommendation is accepted. Bureau of pUblic Enterprises 
have' once again reiterated to 'the administrative' Ministries the 
instructions contained in the earlier communications on Management 
Information System-report to Government by public enterprises 
Vide this Office O.M. No. BPEI7 (3) IS5--FiDance, dated 8th October, 
1987. (Appendix I) 

,{Ministry of Industry, Department of Public Enterprises, Bureau of 
Public Enterprises a.M. No. 2(24) /87-Fin. (PPU), dated 

14th April. 1988] 

CoJDJDAmts of the Co~i"" 

(Please see paragraph 9 of Chapter I of the Report) 

Recommendation No.9 (Para 2.14) 
The Public Enterprises are required 'to finalise their annual ac-

counts within six months from the date of closing of their a-ccounting 
-year under the provisions of the Companies Act, as also the Statutes 
under which some of them have been set up. They are also requir-
ed to present their accounts. after audit by the statutory Auditors 
and review by the Comptroller and Auditor Gener,al or India, to 
their shareholders for adoption at the Annual General Meeting. 
However, the Committee note that out of 234 enterprises" only 154 
undertakings, had held their Annual General Meeetin~ by the 30th 
September, in respect of the year 1984-85: As for the year 1985-86, 
only 156, undertakings out of 236 had held their Annual General 
Meeting by the end of September 1986. 'This resulted in delay in 
laying the Annual Reports of these' undertakings before the Par-
liament. The Commi'ttee takes a very seriolls view of this lapse 
as the annu~l reports are the only regular source of information 
about the performance of Public ~terprises to the Parliament. It 
is the considered opinion of the Committee that the delay in finali-
sat ion of accounts and consequent delay in placing the annual reports 
before Parliament results in diluting the accountability of Under-
takings to Parliament. The Committee would like the Government 
to ensure that the Public Undertakings finalise their annual accounts, 
~et them audited and ca'Use .their annual reports to be placed before 
Parliament well in time. 
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'-..y of the Gevet1ilMllt 

, 
The Recommendation is accepted. Based on the recommendation.. 

made by the Committee on Papers laid on the Table of the Rajya 
Sabha in their 18th Report. Bureau of Public Enterprises have al-· 
ready advised the administrative Ministries concerned with Public 
Sector Undertakings vide O.M. No. BPEI14 (45) IS5-Fin. dated 12th 
June, 1985 (Appendix II) to ensure that there is no delay in the-
finalisation of annual accounts and presentation of the same to the 
Parliament. 

[Ministry of Industry, Department of Public Enterprises, Bureau o£': 
Public Enterprises O.M. No. 2 (24) /87-Fin. (PPU) dated 

9th May, 19881 

ReeOmmendation No. 13 (Para 2.18) 

The Committee note that the guidelines issued in August, 1977. 
provided that appointment to top posts would normally be made for 
a period of five years or till super-annuation, whichever is earlier. 
Recommendation to this eftect was also made by the Committee on 
Public Undertakings (1981-82) emphasising that "frequent changes. 
of Chief Executives should be a'Voided and there should be a mini-
mum tenure of 5r years subject of course to satisfactory performa1\Ce." 
The Sengupta Committee also recommended in their Report (De-
cember, 1984) that the tenure of the Chief Executives and the full-
time directors should be 5 years. But such apP9intments continued 
to be approved initially for a period of 2 years. The Secretary, De-
partment of public Enterprises admitted in evidence that "this had 
led to some amount of uncertainty". It was only in May, 1988 that 
the Government decided that the Chief Executives/Functional Direc-
tors in Public Sector Undertakings will 1:e considered fOr appoint-
ment for a period of S. years, on contract basis, with a proviSion that 
the Government will have option to terminate their services with 3 
months' notice. The Committee hope that henceforth this decision 
wO'Uld be implemented by Government in, letter and spirit. The· 
Committee would also like to stress that in future all cases of pre-
mature termination or further extension of the terms of appointments 
of a Chief Executive/Functional Director etc. should invariably 
be decided by the Appoin~ments Committee of the Cabinet. They 
also recommend that PESB should also be consulted before sub-
mitting such matters to ACC fOr decision. The Government may 
also consider the feasibility of strengthenin~ PESB with sufficient 

i 
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expertise to __ ptoperly the pei'forInaDae' Of: ChWf Executivea/ 
Functional Directors, etc. 

Under the existing procedure cases of non-extension of tenure of 
Board-level appointees who have not reached the age of superannu-
ation are referred to the Public Enterprises Selection Board for Joint 
appraisal and recommendations are wbmit'ted to the Appointments 
Committee of the Cabinet. In case of premature termination of 
appointments, these cases are decided by the administrative Minis-
tries with the approval of the Appointments Committee of the 
Cabinet. 

The Public Enterprises Selection Board has been made more 
effective and resolution was issued on 3rd March, 1987 (COPy en-
closed) . The Public Enterprises Selection Board shall consist of 
one part-time or full time Chairman and three full-time members. 
The Chair-person and members shall be persons who have had a 
long and distinguished career in ma!lagement of public or private 
corporations or public administration and have a proven record of 
achievements, prefereably, in the field of personnel, finance, produc-
tion or Marketing. The three full time members of the PESB shall: 

(a) A distinguished former Chief Executive of a PSE~ 

(b) A distinguished behavioural scientist with experience in 
selection of top management personnel; 

(c) A distinguished former civil servant with experience in 
management of pSEs or in areas of finance, industry or 
economic aifairs. 

Presently, the Board consists of 7 members, one part-time Chair-
man, one full-time Member and 5 part-time Members, who are per-
sons with a wide background and experience hi Government and 
pUblic sector management. The Board has the necessary expertise to 
assess properly the performance of the Chief Executives/Functional 
Directors etc. 

[Ministry of Industry, Department of Public Enterprises, Bureau of 
Public Enterprises O.M. No. 2(24) /87-Fin. (PPU) dated 

27th April, 198&]. 
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Becon, •• _ ...... No. 14 (Pans 1.19 2021) 

According to a non-official the practice of appointing Government 
Directors to the Board of Public Undertakings has turned out to be 
a potent device for Ministries ,to erOde auiOlIOmy of enterprises and 
impose their will. 

Further, the Government Directors, in spite of their being in 
minority, are in a position more often than not to veto all decisions 
which do not accord with their views. Whatever decisions suits the 
Government is made by the Government Directors to appear better 
for the 'Company. BeSides, they take one view in the Board and an-
other in the Ministry. The Government have also stated that they 
felt that Public Sector Boards have been burdened with Government 
nominee Directors without corresponding benefits to the public un-
dertakings. Government has also issued instructions in June 1986 
that Ministries/Departments should not have more than one no-
minee Director on the Board of a Public Undertaking. 

In the Committee's view the appointment of Government Direc-
tors on the boards of pubUc undertakings cannot be dispensed with 
altogether as it is the Government which is ultimately responsible 
to Parliament and Government Director is an important link bet-
ween the Government and the public undertaking. This was also 
admitted before the Committee by the Chairman of a lea~g Public 
Undertaking. However, as decided by the Government, the Minis-
try /Department should not have more than one nominee Director 
on the Board of a Public Undertaking. The Committee would also 
like to emphaSise that the autonomy ofpubUc undertakings should 
at no cost be allowed to be eroded because of the presence of Gov-
ernment Directors on the Boards. ' 

Reply of the Governmelft 

The Government accepts the recommendation. The recommen-
dation has been brought into the .Dotice of the administrative Minis-
tries/Departments concerned with the Public Enterprises for their 
info.rmation and guidance vide Ministry of Industry, Bureau of Pub-
lic Enterprises O.M. No. 2 (107) /87-GM dated 18-2-1988 (copy re-
produced below). ' 

[Ministry of Industry, Department of Public Enterprises, Bureau of 
Public Enterprises O.M. No. 2(24) /87-Fin. (PPU) dated 

. 14th April, 1988]. 
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copy of BPE O.t.f .. 
dt;- 18-2-1988 addnssed. to . all Ministries reo 
.Nomihee Directors on the Public Sector Boards. 

The Committee on Public Undertakings (1987-88) in their 32nd 
Report on "accountability and autonomy" of Public Undertakings 
have recommended that the Ministry/Department should not have 
more than one nominee Director on the Board of a Public Undertak-
ing. The Committee has also emphasised that the autonomy of 
Public Unciertakings should at no cost be allowC'd to be eroded be-
·-cause (I' tI!e pIf'SenCe of Government Directors on :hc Br.arrL 

2. The Governments decision that a Ministry should not have 
'more than one nominee Director on the Board of a Public Under-, A 

taking was conveyed to all the administrative Ministries vide BPE 
a.M. No. 1817186-GM dated 25-6-1986. Further, t.he role of the 
Government Directors waB'indicated in BPE a. M . No. 18 (1) 184-
'GM dated 19-9-1964, wherein it was, in.ter-alia. mentioned that the 
'Government Director should identify himself with the obj~ctives and 
goals of the enterprise, engage in joint thinkin~ on equal terms and 
not assume a superior status. 

3. The recommendations of Copy are, however, brought to the 
notice of the Ministries/Departments concerned with the Public En-
terprises for their information and guidance. 

RecommendatioD No. 16 '(Para 12.23) 

The Committee are constrained to point out that inspite of the 
recommendations of the Committee on Public Undertakings (1978-
19), there are still cases where the same Government official has .. 
. been nominated to the Boards of more than 2 undertalting3. Such 
·6ftlcer cannot Obviously do full justice to lJis work in Government 
·or in tne boards of the enterprises. The Committee wo'Uld, therefore. 
like the Government to ensure that in no ca~e the. same official of 
the Ministry or Department. is appointed a Government nominee Di-

-rector (')n the Boards of more than 2 enterprjses. 

Reply of the Government 

A similar recommendation relating to restrIcting the appointment 
. of part-time official nominees to the Boards i)f Public Sector Under-
takings in a way so that nominated persons do not have to serve on 
a more than two or three boards had also been made by the Adminis-
trative Reforms Commission in its report on Public Sector Under-
takings (October, 1967). While considering the recommendation, 
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Government had decided no Government oftlc:ial . sboul4lnormaliy 
serve as a part:'time Director in mote than two Boards. Thu8, Re-
commendation No. 16 made in the 32nd Report of the Commltiee on. 
Public Undertakings (1987-88) on Accountability and Autonomy ~f 
Public Undertakings has already been accepted by the Government. 
However, it is felt that the decision cannot be appHed. rigidly in all 
situations. Though the attempt would be to follow this principle, 
there may be Ministries where, with reference to its officers strength 
on the one hand and the number of public sector undertakings to be 
serviced on the other. the same officer has to be on the Board of a 
number of enterprises. 
[Ministry of Industry, Department of Public Enterprises. Bureau of 

~c Enterprises O.M. No. 2 (24) /87-Fin. (PPU) dated 
9-5-1988] 

Commentli of the Committee 

(Please see paragraph 21 of Chapter I of the Report) 

Recommendation No. 17 (Paras Z.Z4 IUld 2.25) 

The Committee note that while dealing with organisational struc-
ture of Public Undertakings, Arjun Sengupta Committee has felt 
that certain forms of organisation rather than others can be more 
conducive to the efficient functioning of public enterpriles through 
a proper division of authority and responsibility between· the Gov-
ernment and public enterprises. According to that Committee, there 
should be clear division of responsibility between the Government 
and the Management of these enterprises. The Ministry should be 
responsible for the formulation of policy and the management for 
the implementation of that policy. The inter-action between them 
should be such as to facilitate the exercise of overall Government 
Supervision without impairing the eftlciency of operation of the 
enterprise. Such an organisational structure should keep the 0pe-
rations of an enterprise at 'arms length' from the Government and 
promote decentralised decision making within the enterprise. Con-
sidering these aspects the Sengupta Committee felt that the holding 
company form of company organisation would meet these specifica-
tions and it would minimise the inter-face between the Ministry and 
the subsidiary Companies without sacrificing the essential need for 
coordi.natiO'll "of the operation of the companies. The Holding Com-
pany would also specify its plan for investments, production, capa-
city utilisation, profits, dividends etc. for a five year period and. 
therefore, enter into a 'Memorandum of Understanding' with the 
Government on Mutually agreed basis. 
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The Committee aie iI'1formed that mpul'iuuee·;tIl ttie above re--
commendation of the Arjun Sengupta Committee~the·Government .. 
have set up two holding companies viZ. Bharat Yanti'a Nigam Ltd. 
at Allahabad with six subsidiaries and Bhaliit Bharl Udyog Ltd. at 
Calcutta with eight subsidiaries. The Committee note that the sub- . 
sidiarles of the holding companies would be separate legal entities. 
The Committee trust that as envisaged by the sengupta Committee, 
the Government would ensure that the poUcies of the Holding, 
Company are in line with the national plan objectives and general 
policies of the Government but the Government would have no· 
direct dealings with the subsidiary companies. The Committee also 
hope that necessary authority for ensuring the fulfilment of targets, 
consistent with operational e1ficiency would be delegated to the 
subsidiary companies. The Committee, however, recommend that 
the performance of the 'holding company' concept should be care-
fully evaluated before its acceptance as instrument to enforce public' 
accountability and autonomy. 

Reply of the Government 

The Government accepts the recommendation. This has been 
brought into the notice of the administrative Ministries I Depart-

ments for their information and guidance vide Ministry of Industry, 
Bureau of Public Enterprises O.M. No. 2 (110) 187-GM dated 8.3.1988' 
(copy reproduced below). 

[Min:stry of Industry, Department of Public Enterprises, Bureau of 
Public Enterprises O.M. No. 2 (24) /87-Fin. (PPU) dated 

14th April, 198&] , 

Copy of BPE O.M. tit. 8-3-1988 addressed to all Ministries. 
reo Setting up of Holdmg Companies. 

The Committee on Public Undertakings (1987-88) in their 32nd' 
report on accountability and autonomy of Public Undertakings has . 
made the following recommendations: 

"The Gove,rnment would ensure that the policies of the Hold-
ing company are in line with the National Plan Objectives 
and general policies of the Government but the Govern-
ment would have no direct dealings with the subsidiary 
companies. The committee also hope that necessary au-
thority for ensuring the fulfilment of targets, consistent 
with operational efficiency would be delegated to the· 



~,8J1baidiary CQm.pani.. !l'he ,committ~J howev~r, recom-
. mend that ithe perfo.rmance of the 'holding compap,y' con-
. capt should be caref~Uy evaluated before its acceptance 
as instrument to enfo~ pubJic: accountability and auto-
Domy". 

This recommendation was considered by the Governmen t and 
·the same has been accepted.· The same is now brought to the notice 
·of the administrative IMinistries for their information and guIdance. 



i CHAPTER TIl 

RECOMMENDATIONS WHICH THE COMMITI'EE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S 

REPLIES 

Recommendation No. 11 (Para 2.16) 

The Committee note that at present the Public Ente.rprises Selec--
tion Board is responsible for making recommendations in respect of 
appointments to top level posts including full-time Chief Executive I 
Functional Directors on the Boards of pUblic sector enterprises 
except the financial institutions. The Appointments are made with 
the approval of Appointments Committee of the Cabinet. However, 
the Com~-nittee are constrained to point out that in spite of the im-
portance whi·ch the public sector has aoequired in the national econo-
my. no clear-cut guidelines to the PESB have been issued regarding 
the eri tena to be followed in the selection of persons for top posts 
in public enterprises except laying down the procedure for sUICh 
selections. The Committee recommend that such guidelines should 
be formulated soon. 

Reply (tf the Government 

Guidelines in regard to criteria to be followed by the Govern-
ment as well as Public Enterprises Selection Board while making 
appointments to top level posts including full-time Chief Executives 
and Functional Directors on the Board of Public Enterprises are 
already in existence. The criteria followed by PESB while consi-
dering selection for such posts, are mainly suitability of the person 
for a particular post, keeping in view the job description and sepecl-
fication of the post, performance at the interview, their confidential 
reports and appraisals wherever applicable, their overall perfonn-
anee, significant contribution in the light of their activity, .their quali-
ties of leadership, dynamism, initiative, vision and their ability to 
pursue and analyse problems. 

Besides keeping in view the need to develop a cadre of profes-
sional managers within the public sector, preference is given to the 
internal candidates employed in the PSUS for appointment to Board 
level posts unless remarkedly better candidates are available from 
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outside. If internal candidates are not available preference is given 
to candidates working in other PSUs. Mobility of managerial per-
sonnel within one public sector group as well as within public sec-
tor as a whole is encouraged subject to certain limitations, In 
special cases recruitInent is also made from the organised services 
under the Ceritrai Government. Such caSes would be rare because 
of special circumstances, it is considered necessary to pl&~e a mem-
ber of an organised service in a' public sector enterprises or where 
because of the nature of the enterprises or its poor health. it should 
be difficult to attract good professional managers on a tenure basis. 
{Ministry of Industry, Department of Public Enterprises. Bureau of 

Public Enterprises O.M. No.2 (24) /87-Fin. (PPU) dated 
, ,'1 i! 25th April, 1988] 



CHAPTER IV 

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

COMMITTEE 

Recommendation No. 3 (Para 2.13) 

The Management Information System introduced in 1975 envisa-
ged holding of Quarterly Performance Review Meetings by the 
Administrative Ministries in respect of enterprises under their con-
trol. The Committee on Public Undertakings (1981-82) in their 
49th Report had noticed that the Ministries were not holding regu-
larly these quarterly Performance Review Meetings. Even though 
the instructions for holding sU'ch meetings are stated to have been 
reiterated, the BPE has not monitored its implementation so far. 
The Committee would like to be specifically informed whether there 
are any Ministries who have not been holding the performance re-
view meetings regularly during the last three years, 

Reply of the Government 

Most of the Administrative Ministries/Deptts. have informed that 
the Performance Review Meetings of the Public Sector Undertakings 
'tinder their administrative control are being held regularly. BPE 
has been restructured in 1986 and according to new role assigned 
to it, it is neither to participate in the quarterly Performance Review 
Meetings nor to 'monitor the holding of such meetings. 

[Ministry of Industry, Department of Public Enterprises, 
Bureau of Public Enterprises, O.M. No. 2(24)/87-FIN(PPU) 

dated 4th November, 1988]. 

Comments of the Committee 

(Please see paragraph 9 of Chapter I of the Report) 

Recommendation No. 12 (Para 2.17) 

The Committee are also constrained to draw the attention of 
Government to the recommendations made by the Committee on 
Public Undertakings (1981-82) in their 49th Report recommending 
1he desirability of forming an All India Management Service for 
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top posts and also the desirability of converting the Public Enter-
prises Selection Board into a statutory independent authority capa-
ble of going into also the service and disciplinary matters to advise 
Government. The Committee would like to reiterate their earlier 
recommendation for the formation of All India Management Service 

i and also for the conversion of PESB into a statutory iIidependent 
authority. 

Reply of the Government 

The pros and cons of setting up of an All India Management Ser-
vioee for the top posts in the Public Sector Enterprises have been 
examined. In the light of the past experience, it has been felt that 
it would not be appropriate to constitute an All India Management 
Servi:e for the top posts in Public Setcor Enterprises. 

The Public Enterprises Selection Board has been made more 
effective and for that purpose the Government of India had issued .a 
Resolution on 3rd March, 1987, a -copy of which was laid on the table 
of both the Houses of Parliament. (APPENDIX III). 

[Ministry of Industry, Department of Public Enterprises, 
Bureau of Publk Enterprises a.M. No. 2(24) \ 87-Fin. (PPU) 

dated 25th April, 1988]. 

Comments of the Committee 

(please see Paragraph 18 of Chapter I of the Report) 



CHAPTER V 

-.xlMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL AWAITED 

Recommendation No. 1 (Paras 2.1 and 2.2) 

During evidence of various officials and non-official witnesses, 
.. ere was a unanimity of views favouring a degree of autonomy fin-
ancial and administrative to public sector enterprises, to enable them 
flo functIon freely and in a cempetitwe environment. It was, how-
ever, felt that since the accountability of the executive to Parliament 
is recognised as the basic concept of democratic form of government, 
bath Public Undertakings as well as their administrative Ministries/ 
ilepal'tments in their turD are accountable to rarliament for thejr 
performance • 

The Committee consider that autonomy and accountability must 
C<HOOst being directly inter-related. The autonomy carried to an 
e%'treme would totally frustrate the principle of accountability. wbUe 
accountability also carried to an extreme would nullify the concept 
of autonomy. The Committee also feel that since the P'.lblic Enter-
pIiaes are to be judged by their total results, they should have a 
certain degree of operational autonomy and should be free to func-
tion without undue let or hinderance. Their free40m should be 
9CI"DpUlously honoured so long as they function economically and 
eftlcientJy. But autonomy inherent in any form of public enterpris-
es, does not mean abdication of Government responsibiUty and au-
tIIIarlty nor does it mean abrogation of parliamentary superintend-
ence. Therefore, the Government, in public interest, must exercise 
(J certain degree of control as it is ultimately accountable to Parlia-
ment. As against excessive control, the Government should restrict 
itself to issuing policy directives, exercising strategic control and for 
making necessary coordinating arrangements to fulftl its responsibi-
lity for the effective implementation of socio-economic programmes 
at the nation. In the Committee's view, it is necessary to have a 
proper balance between the requirements of accountability of the 
enterprises to Parliament and their need for freedom in day to day 
administration. The areas of powers and authority between the 
pubUc undertakings and the administrative Ministries should, there-
fore, be clearly delineated. 
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Reply of the Government 

These recommendations would be kept in view in finalising the 
White Paper to be placed before Parliament. 

[Ministry of Industry, Department of Public Enterprises, Bureau of 
Public Enterprises O.M. No. 2 (24) IS7-Fin. (PPU) dated 

4th Nov., 1988] 

Recommendation No.2 (Paras 2.3, 2.4 and 2.5) 

From the material placed before the Committee, the committee 
have gathered an impression that even though management of public 
enterprises enjoys on paper large autonomy, sometimes more thu. 
that enjoyed by private sector management, but in actual practice 
informal and fonnal involvement of Ministries and Departments 
takes places in areas wholly within the decision making pOwers of 
pUblic enterprises management. 

In this connection, the Committee would like to draw the atten-
tion of the Government to the recommendations made by the Econo-
mic Administration Reforms Commission that "Publie Enterprisee 
should be distanced from the Ministry And the latter confined to 
periodical reviews of overall performance with regard to ove~ll ob-
jecti'ves. The constant stream of instructions, request for informa-
tion, summons of meetings, telephone calls should be drastically cur-
tailed. The detailed supervision of operational matters should· Ie 
stopped. Efforts should be made to get away from the tC'ndeney on 
the part of administrative Ministry to treat public enterprises as sub-
ordinate oftices. 't .. 

The Committee feel concerned over the growing tendency on the 
part of the Ministry to interfere into the working of the ent.erprises. 
They, therefore, desire that necessary ground ntles should be hdd 
down to restr;ct the Government directions only to matters of poHcy 
without transgressing into the spheres of detailed admtnistration. 

Reply of the Government. 

These recommendations would be kept in view in finalising the 
White Paper to be plaeed before Parliament. 

[Ministry of Industry, Department of Public Enterprises, Bureau of 
PubJic Enterprfses O.K. No. 2(24) /IfI-rtn. (PPD), ddId 

I 4th Nov., 1-1 
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Reeommendadic.n :No .. 10 (para 2.15) 

The Committee on Public Undertakings (1981-82) in their 49th 
Report had emphasised the urgent need to bring out White Papers. 
as are being brought out in U.K. as a periodical stock taking. In the 
Budget Speech (1987·88). the Lok Sabha was informed that the Gov-
ernm.ent would bring before Parliament a White PajJer on the pubUo 
sector. The Government have informed the Committee in their writ-
ten. reply that action has bet~n initiated to prepare the draft Of White 
Paper. The Committee hope that tlleproposed White Paper on Pub-
lic Sector would be brought out as early as possible. 

Reply of thE' Govemment 

The White Paper will be placed before Parliament as early as 
possible. 

[Ministry of Industry, Department of Public Entet'prises, Burea~..t of 
Public Enterprises O.M. No. 2 (24)/87-Fin. (PPTJ) dated 4th Nov. 
1988J 

Comments of the Committee 

(Please see Paragraph 15 of Chapter I Of the Report) 

Recommendation No. 15 (Para 2.22) 

The Committee agree to the recommendation of the Economic 
Administration Reform~ Commission that there should be a clear 
charter for the role of the Gllvemment Director which shouldrecog-
nise that he would function equally as a Director of the Company 
and as a representative of the Government. While playing partly a 
representative role on behalf of the Government on the Board. }w 
should not reserve hj~ position on matters before the Board but 
should try to join the Board consensus. The Committee regret to 
point out that though the recommendation has been accepted by 
Government, the Administrative Ministries have simply been Il'lked 
to "brief the Government Director!! on the Boards of their Under-
takings suitably" and no clear charter :for their role seems to have 
been drawn up so far. The Committee desire that this should be 
done forthwith. They also suggest that a procedure should be evo'v-
ed whereby the performance of the Government Director is as~"'''..,ed 
!n consultatton with the Chief Bxecutfve of the undertaking ~;on-
~rned. ., 
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Repl)' of the Government 
~~:';<' \";it . 

Government has earlierl'lccepted the recommendation of Econo-
mic Administration Reforms Commission regarding the Role of 
Government Directors and suitable instructions to brief Govern-
ment Directors had accordingly been issued. The recommendatioll 
regarding evaluation of performance of the Government Director i. 
cOllSultation with the Chief Executive Of the undertaking concern-
ed is under consideration. The ftnalisation of Government view. will 
have to await the presentatinn of White Paper in the Parliament and 
out-come thereof. 

[Ministry of Industry, Department of Public Enterprises, Bureau 
of Public Enterprises O.M. No. 2(24)/87-Fin. (PPU) dated 27th 
April. 1988.1 

NEW DELHI; 

December, 28 1988. 
Pausa 7. 1910 (SakaY:-

VAKKOM PURUSHOTHAMAN 
Chairman. 

Committee em. Public UH.dertakings. 



APPENDIX I 

(Vide reply to recommendation at S. NO.7, page 13) 

Public Enterprises Bhavan, 
Block No. 14. CGO Complex, 

Lodhi Road, New Delhi-3. 
Dated the 8th October, 198'/. 

OFFICE MEMORANDUM 

Copy of BPF O.M. dt. 8-10-1987 add.,eBBec! to an MkiBtries reo 

Management Informa.tiDn Sy.tem-Repot'tiftg to Government by 
Public Enterprises. 

A reference is invited to this Office O.M. No. BPE/16(14) Adv! 
.(l'~) 184 dated 22nd September, 1984 (Annexure) regarding monitor-
ing of the performance of Public Enterprises wherein all the ad-
.ministrative Ministries/Departments were advised to undertake re-
view of their Management Inform.ation System and to make neces-
sary modiftcation to the information formats earlier prescrlbed 
[vide O.M. No. BPE'GL-OQg:75/1 and R/16(4)/72 dated 11th March, 
1975.] 

2. The Committee on Public Undertakin:gs in their 32nd Report 
on Accountability and Autonomy of Public Undertakings have ob-
served as under:-

"The Committee have observed that the Public Undertakings 
are required to report to the administrative Ministries 
their performance in regard to production. Sales, inven-
tory etc. in the prescribed formats. Under the Manage-
ment Information System introduced in 1975, for on-
going projects. as many as 14 reports have been prescrib-
ed of which 3 are to be submitted yearly, 4 h~f y('~rly. 
2 quarterly and 5 monthly. Apart from this BPE also 
gets certa1nreportsdlrect1y from the public enterprfses. 
4 forms have been prescribed under which BPE handles 
fla'Sh results every month ~~nder the headings financial 
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targets and achievemeuts, production targets and achieve-
ments and cash flow position. Once & year, detailed mate-
rial is also called for the preparation of the Budget and the 
Annual Plan for the ensuing year. Thus, through-out the 
year there is an enormous inflow 01 reports, returns and 
statements from the p'lblic enterprises to the Ministries 
cmd much of their til'r',c is spent on furnishing returns and 
statements. The Ccmmittee are informed that in Septem-
ber, 1984, the BPE advised the administrative Ministries to 
conduct a reviev,,' of t:,e working of their management in-
formation system to s'Teamline the same. The Committee 
recommended thai in the light of review carried out by 
the administrnthre Ministries. the Management Informa-
tion System should be suitably modified witl:l a view to 
reduce the large number of incoming reports, returns and 
statements, significantly. Thereafter, there should be no 
addition to !luch reports and returns (~xcept aft~r clear-
ance at the level of Secretar~ to the administrntive Min~
t.ry concerned". 

3. The above recommendation has been accepted by the Govern-
ment and a.OJ such all the Ministr-iesjnepartments are once again re-
quested to undertake a thraul1,h review of their Mana/!ement Infor-
matiOn. System arid streamline the aame -.. pet present ft!qUIremfilltw. 

Sell,,:, "-
(It.. v. RAMAXlUSHNAN) 

Adviser (Finance) 

ANNEXURE TO APPENDIX I 

Copy of BPE O.M. Dt. 22-9-1984 re., , 
Recommendations of EARC-Mcmitorlng of the Perform.altce 
of Public Enterprises. 

The Economic Administration Reforms Commission have obser-
ved that all Ministries concerned with Pu'JIic Enterprises should 
undertake a thorough review of their existing information systems, 
reduce the very lar~e number of incoming reports and returns signi-
ficantly and ensure that the requirements of diverse agencies are met 
through· one integrated set of formats. 

2. Ministries are aware that as a result Of detailed' examination. 
Miniltrv of Finance. Bureau of Public Entet'l)rises, issued an O.M. 
No. BPEIOLG03I'mIJ and RI18(4)1'72, dated the 11th March, 1975 on' 
Management, Information System-Reporting by public enterprises 
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to Government. This prescribed the formats and restricted the re-
ports to eleven. A copy of this O.M. is attached. The Ministries were 
also asked to examine, and, where necessary, modify the formats to 
IUIt theh" apecl1ic requiremeat&· ~ however, mtormaUGD .... 
er than on a quarterly basis was l'eqUlred to manage a crIsis' situa~ 
tion, it was also advised that such additional information should be 
furnished during the duration of the crisis. In the light of the recom-
mendations of the EARC it if> once again emphasised that all Min-
istries dealing with public enterprises should undertake a review 

-"uf\helr· Management Information System and make necessary modi-
fications to the information fonnats circulated, vide this Ministry's 
O.M. dated 11th March. 1975 referred to above. It is also advised that 
once the information system has been streamlined additional reports 
and retUlnS may not be asked for from· public enterprises· except af-
ter clearance at the level of Secretary to the administrative Minis-
try concerned. 

SdI-
(S. D. SRIVASTAVA), 

Srecial Secretary to the Govt of India and 
Director-Gene:ral, Bureau of Public 

Enterprises. 



APPENDIX D 

(Vide reply to recommendation at S. No.9 page 14) 

Copy of BPE O.M. dt. 12-6-1985 addressed to all' MinistTies re. 
Delay in appointment of auditors, jifvalisation of Annual Ac-
COIf'tB and pltJcement at Annual .Repot1I 0/ ~ eo.. 
panieB befOre both Houses of Parliament. 

The necessity of finalisatJon of audit Of annual accounts wtthin 
the specified time schedules have been emphasised from time to time 
by various Parliamentary Committees as well as by BPE. We have 
also issued a number of circulars on the subject. Still it is seen that 
there have been delays in the finalisation of accounts and placement 
of Annual Reports before the Parliament in a number of cases which 
has again attracted adverse comments from the Committee on Pap-
ers Laid on the Table of Rajya Sabha vide its 18th Report presented 
to the House on 20th March, 1985. Para Nos. 88, 98. 99 and 100 of the 
above Report 'are reproduced in Ann.exure-t attached. 

2. The Secretary. Deptt. of Company Attairs, has also empbasised 
the necessity for keeping appropriate time schedules $0 ~t the 
accountB of pu1tlic enterprises are finalised, audited and adopted in 
the Annual General Meeting within the prescribed period ullder the 
Companies Act, 1956. In the case of companies where accounts are 
found to be in arrears for a number of years, C and AG may reco-
mmend appointment of auditors for 2 to 3 years as a special case. 
The relevant portion of D.O. No. 21251185-IGC dated 20-5-85 from. the 
Secretary, Deptt. of Company Affairs, endorsed to Secretary and 00. 
B . P . E.. is also reproduced in AnneX".lre-Il attached. 

3. The administrative ministries concerned are requested to give 
necessary instructions in this regard to the Central public enterprises 
under their control and ensure that there is no delay in the finalisa-
tion of accounts and the placement Of annual reports before the 
Parliament. Copies of this O.M. are also being endorsed to all the 
Central public enterprises for necessary action. 

Enc1: Annexures T and n 
Sd.I- (K.V. RAMAKRISHNAN) 

Joint Secretary to the Govt. of India. 

32 
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ANNEXURE I TO APPENDIX II 

~B trom the 18th Report of the Committee on PGpfIf'. LoW «m 
the Table of Ra;ya Sabka presented to the House on 20-3-1985. 

Para 88: The Committee once again draws the attention of all 
concerned to its recommendation laying down "a statement explain-
iag the reasons for delay should also be laid on the Table of the House 
alongwith the documents. If there is likely to be a delay in laying 
a paper within the stipulated period, the administrative Ministry 
l'Ihould approach the Committee sufficiently in advance for extensiOl'l 
of time by explaining the reasons for doing so" • 

... ... ... ... 

Para 98: The Committee came across a plea often taken by the 
representatives of various organisations during the discussions beld 
with them atCochin and Madras that they were under the impres-
sion that the documents in both versions were required to be laid on 
the Table of the House simultaneously. The Committee observed 
that pursuant to its earlier decisions, documents in one version should 
Rot be witheld for want of availability of documents in the other 
version and maintained that documents in one version could be laid 
OD. the Table of the Rajya Sabha with the prior waiver having been 
obtained from the Hon'ble Chairman Rajya Sabha. The relevant 
paragraphs of its recommendation are reproduced below:-

'''The Committee impresses 'upon the Ministries/Departments 
that ordinarily both the English and Hindi versions of re-
ports/documents should be laid on the Table simultaneous-
ly. In exceptional cases, however. where it is not possi-
ble to lay both the versions simultaneously the ¥'inistry / 
Department while laying one version should invariably 
lay a statement explaining the reasons for not laying the 
other version and also indicating the time that would be 
taken for submission of the other version. In such cases, 
the other version should be laid on Table either in the 
same Session or at the most in the first week of the next 
Session alongwith a statement inviting attention to the 
fact of the Reports in the first version, English or Hindi, 
having been laid on the Table earlier on a particular date". 
(Paragraph 35 First Report) . 

"In ·furtherance to its recommendation, the Committee directs 
that the Ministries/Departments should lay both ffindi and 
English versions of the papers simultaneously on the Table 
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of the House unless they get a waiver from the Chairmaa. 
Rajya Sabha,permitting them to lay a particular docu-
ment in one version only. The request to the Chairman 
''tot- such' 'a waiver should give the reasons for not'18Ylng 
the other version and also indicating the 'time that would 
be taken for submission of the other version. Further, 
the other version should be laid on the Table of the House 
in the same Session or dW'ing the first week of the next 
Session alongwith a statement inviting attention to the 
fact that the report in the other version having been laid 
on the Table earlier on a particular date". (Decision taken 
on 15-2-84). 

Para 99: The Committee came to know during the discussion that 
the representatives of most of the organisations were not aware of 
the dates on which their documents had been laid on the Table of 
the House. The Committee therefore recomme'lds that Ministry! 
Department concerned should communicate the dates on which the 
documents had been laid on the Table of the House to the cOlteemed ' 
organisations. This will enable them to measure the delay occared 
in the laying of dOC'Uments and take necessary follow up action 
accordingly. 

Para 100: The Committee desires that the organisations which 
have faced or are facing the problem of delayed appointment of au-
ditors should take up the matter with the concerned authorities 
pointing out that delayed appointment of auditors had resultpd in the 
non-compliance of the directions of Parliamentary Committee to lay 
the papers on the Table of. House of Parliament within 9 months from 
the closure of accounts. The Committee also enioins upon the au-
thorities responsible for the appointments of auditors to ensure that 
auditors are appointed well in advance to help the organisations to 
la:x- annual reports and audited accounts on the Table (If both Houses 
of Parliament within the stipulated ,erlod of nine months". 

ANNEXURE II TO APPENDIX II 

Extracts f700m D.O. No. 2125185-IGC dated 20-5-85 from SecretGf'y, 
Deptt. of Compa"1l Affairs, addressed to all Chief Secretaries of St:Gte 
G&l1emmentr and copy endorsed to Secretary " Director General, 
Bureau of Public Enterprises, Ministry of Finance. 

"In pursuance of Section 619(2) of the Companies Act, 1956, aui:U. 
tors in Govt. Companies are appointed by the Company Law Board, 
on the advice of the Comptroller and Auditor General of India, 
generally on year to year basfs. As soon as the audit of aecountl of· 
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the p:receding year is over, the Government company should im· 
mediately thereafter approach the Comptroller and Auditor General 
under intimation to UB, for appointment of auditors for the succee-
ding year. However, in some cases, where accounts are found in 
arrears for a number of years, C&AG may recommend appointment 
of auditors for 2-3 years as II special case, emphasising that the 
accounts for the preceding year should be adopted in their Annual 
General Meeting before the accounts for the subsequent year is cer-
tified by the auditors. The statutory auditors, however, complain 
in a large number of such cases that these accounts are not really 
made available to them for audit report as required under Sec. 215 
of the Act, fo.r a long time after their appointment, leading to fur-
ther delay in audit of such accounts. Instances have also come to 
notice, where accounts are in arrears that companies expect the 
statutory auditors to assist them, in effect, in putting the accounts 
into shape and finalising them, which is not required of the Statu. 
tory Auditors." 

• • • • 
"In a number of 'cases, holding of A.G.M. under Sec. 166 read 

with Section 210 of the Companies Act were inordinately' delayed 
because of non-finalisation of accounts' well itt time leading to delay 
in placing the Annual Reports of such Govt. companies, in terms of 
Section 619A of the Act, before both Houses of Parliament I State 
Legislatures, as the case may be. This no doubt, keeps the Legisla-
tors unaware of the performance of the public sector undertakings, 
which trend, you will agree, should not be encouraged." 

It would, therefore, be highly appreciated if you would kindly 
impress upon the Chairman I Mg. Directors of the State Govt. com-
panies in your State to keep appropriate time schedule, so that their 
accounts are finalised, audited and adopted in the Annual General 
Meeting within the prescribed period under the Companies Act, 
1956 and the contravention of any provisions of the Act, in this re-
gard, is avoided." . 

• • • • 



APPENDIX III 

(Vide reply to recommendation at S. No. 12, page 24) 

'Copy of Ministry of Personnel, Pu.blic Grievallces and Pensi01L 
(Department 01 Pet'Bcmnel Gend Training) ReBolution dated 

3rd March, 1987. 

No. 27(21)-EOI86(CC)-Public Sector Enterprises (PSEs) under 
~the control of the Central Government playa vital role in the deve-
lopment of the national economy. In order to evolve a sound mana-
gerial personnel policy for the Public Sector Enterprises and, in 
particular, to advise Government on appointments to the top mana-

. gement posts, the Government of India -constituted a Public Enter-
prises Selection Board (PESB) by a Resolution dated 30th August, 
1974. Consequent upon the shift of the Secretariat of the PESB 
from the Department of PersdIlnel & Training from 9th July. 1986, 
,a comprehensive review of the PESB has been made and it has 
. been decided to revise the policy relating to the functions, member-
ship, methodology for selection and infrastructure of the Board. as 

. set out below. 

2. Objectives and Functions: The PESB shall, henceforth~unc
'tion as It professional body with a large measure of autonomy. Its 
! functions shall be: 

(i) to be responsible for the selection and placement of per-
sonnel in the posts of Chairman, Managing Director or 
Chairman-cum-Managini ~ctor (Level-I), and Func-
tional Director (Level-IT) in PSEs, as well as in posts at 
any other level as may be specified by the Government. 

(ii) to advise the Government on matters relating to appoint-
ment, confirmation or extension of tenure and termina-
tion of the services of personnel of the above mentioned 
levels; 

'(iii) to advise the Government on the desired structure at 
the Board level, and for senior management personnel. for 
each PSE or group of PSEs; 

36 
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(iv) to adviSe the Government on a suitable performance . 
appraisal system for both the PSEs and the managerial 
personnel in such enterprises; 

(v) to build a data bank containing data relating to the per-
formance of PSEs and its officers; 

(vi) to advise the Government on formulation and enforce-
ment of a Code of Conduct and EthitCS for managerial per-
sonnel in PSEs; 

(vii) to advise the Government on evolving SUitable training 
and development programmes for management personnel 
in PSEs. 

3. Constitution of the Board: The PESB shall consist of one part-
time or full-time Chairperson and three full-time Members. The 
Chair-person and Members shall be persons who have had a long 
aDd distinguished career in management of public or private cor-
porations o;r public administration and have a proven record of achie-
vements, preferably. in the field of personnel, finance, production or 
marketing. The three full time Members of the! PESB shall: 

(a) A distinguished former Chief Executive of aPSE; 

(b) A distinguished behavioural scientist with experience in 
selection of top management personnel; 

(c) A distinguished former civil servant with experienCe in 
management of PSEs or in areas of finance, industry or-
economic affairs. 

4.1 Selection:-A Committee compnsmg the following will re-
commend a panel of names in order of preference for appointments. 
to the posts of Chairperson and Members: 

(a) Cabinet Secretary, 

(b) Secretary (Personnel) , 

(c) Secretary (Finance), 

(d) Secretary (Public Enterprises). 

4.2 The recommendations of the Committee will be submitted to, 
~ Appoin~ent8 Committee of the Cabinet (ACC). 
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5. Tenure and Age-Limit:-The ChairpersonlMember of the PESB 
shall hold office for a term of three years from the date on which 
be assumes charge or until he attains the age of 65 'years, which-
ever is earlier. He shall be eligible for -consideration for .reappoint-
ment for a second term subject to the age-limit of 65 years. 

6. Pay and Allownnces:--Terms and conditions of app<lintment: 

(i) The appointment shall be made by the Appointments 
Committee of the Cabinet (ACC). 

(Ii) The pay of the Chairperson and the Members shan be 
the same and equal to that of Secretary to the Govern-
ment of India in the revised pay scale. 

(iii) Dearness Allowan,ce and other reliefs 011 account of in-
crease in the cost of living sha~l also be admissible at the 
rates determined from time to time by the Government. 

(iv) The other conditions of service including &llQwan:::es and 
benefit..; shall be as determined by the (1oVeTni11ent from 
time to time. 

7.1 Selection Policy:-The PESS shall not be a mere Intel'lliew 
Board. It shall also constitute itself into a Search Committee to 
look out for and identify suitable persons who can be appointed to 
Level-! and Level-U posts in PubUc Sector Enterprises. 

7.2 The policy of the Government is to appoint through a fair and 
objective selection procedure outstanding professionalmanagerf; to 
Level-! and Level-IT posts and posts at any other level as may be 
decided by the Government from time. tu t~me. Gove.rnment have 
also recognised the need to develop a cadre of professional managers 
within the public sector. Hence unless markedly better candidates 
are available from outside. internal candidates, employed in the 
public sector enterprises, will be prefe.rred for appointment to Board 
level posts. If internal candidates are not available, preference will 
be given to candidates working in other public sector enterprilel. 
either in the same area of business orin other areas. Mobility of 
managerial personnel among public sector enterprises within the 
same sector or group, falling which mobility within the pubUc sec-
tor as a. whole wi11 be encouraged, subject to certain limitation, In 
special cases recruitment may be made from the organised semces., 
under the Central Government. Such cases would be where be-
ause of special circUmstances, it is necessary to place a member of 
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an organised service in a public sector enterprises or where, be-
ca\18e of the nature of the enterprises of its poor health, it would be 
difticult to attract good professional managers on a tenure basis. 

This Resolution superseeds the Ministry of Finance (Bureau of 
Ptablic Enterprbes) Resolution No. 5(1) 1741BPE (PESB) dated 30th 
August, 1974 and subsequent amendments there to except things 
done or committed to be done before such supersession. 

ORDER 

Ordered that the Resolution be published in the Gazette of India 
Extraordinary. Part-! Section-I. Ordered also that a copy of the 
Resolution be communicated to all Ministries I Departments of the 
Government of India Public Sector Undertakings. State Govern-
mentslAdministration of Union Territories and all other concerned. 

J _ C. LYNN, Esbblishment Ofticer 
and Joint Secretary. 



APPENDIX IV 

Minutes of the 19th sitting of the Committee <m Public Unde, t..." 
held on 14-12-1988. 

The Committee sat from 15.30 hrs. to 16.00 hrs. 

PRESENT 

Shri Vakkom Purushothaman-C'hIairman 

MEMBERS 

2. Shri Saifuddin Chowdhary 
3. Shri K. P. Singh Deo 
4. Shri S. G. Gholap 
5. Shri Virdhi Chander Jain 
6. Shrimati Sheila Kaul 
7. Shri Keshorao P8l'cihi 
8. Shri K. H. Ranganath 
9. Shri Lal Vijay Pratap Singh 

10. Shri S. D. Singh '-. 

11. Prof. Saif-ud-din Soz 
12. Thakur Jagatpal Singh 
13. Shri Virendra Verma 

SECRETARIAT 

1. Shri R. D. Sharma-Director 
2. Shri Rup Chand-Senior Financial Committee Officer. 

The Committee considered and adopted the Action Taken Repod 
on 32nd Report of the Committee on Public Undertakings (1987...., 
on Accountability and Autonomy of Public Undertakings, as appn-
ved by the Action Taken Sub-Committee. 

The Committee authorised the Chairman to finalise the Repwt 
on the basis of factual verification by Ministry of Industry (DepIft-
ment of Public Enterprises) and to present the same to Pa.df81ll4at. 

The Committee then. tJd;oumecl. 
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APNNDa V 

(Pld. Para 3 of Introduction) 

ADalysls of acUon taken by Gov«nmcnt on the recommendations IOIltamed 
In the 320d Report of the Committee on PubUc Undertakbl .. 

(Blahth Lok Sabba) 

I. Total number of recomtnelldatiollS mado .17 

n. Recommeadations that have boon aocopted by tho OoVOl'llIDODt 
(J'idI recommendations at 81. Nos. 3-7. 9. 13. 14, 16 aDd 17) 

10 
PorCODtqe to total 5'8.8" 

Dr. Roconunendations which th" Conunittec: do not dosire to punuo 
in view of Govornment's ropll08 (Vide recommendation at 51. 
No. 11) • 1 

Percenta80 to total 

IV. Rocommendations in rospect of which repU. of GovorDJDeDt 
havo Dot been accopted by the Committee (ViM rocommenda-
tjonll at SI. NOl. a and 12) . . . . . • 2 

Percentage to total • 11.8~ 

V Ilocommondatlona in respect of which final rep1los of Gowmmeat 
are still awaited (P'tdf rlClODlDlOIIdationa at 81. NoI. I. 2. 10 
aDd IS) 4 

PerceDtaae to total • 
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