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INTRODUCTION

1,1 The Study Group on Labour Problems in the Public 
Sectorj set up by the National Commission on Labour, was com
posed of the .following:

1. Professor V.V.Ramanadham 
Dean, Faculty of Commerce 
Osmania University & Director,
Institute of Public Enterprise Chairman

2 „ Shri B .N . Jayasimha
Chief Administrative Officer 
Hindustan Aeronautics Ltd,
Bangalore Division
Hindustan Air craft Post
Bangalore - 17 Member

3. Shri Ram Chander 
Deputy General Manager 
Neyveli Lignite Corporation Ltd.
Neyveli - 1 ”

4. Shri K.Appa Rao
Deputy Personnel Manager 
Bharat Heavy Electricals Ltd.
RamaChandrapuram, Hyderabad-32 n

5. Shri M.S«Kr ishnan
No<j2, Sampige Road, Mill Corner 
Malleswaram, Bangalore - 3 . M

6. Shri Tulsi Beda 
General Secretary
The Institute of Public Undertakings 
29, Canning Lane, New Delhi-1 ”

7. Shri G.Sanjeeva Reddy 
6/Bo L.IoGqH.
Barkatpura, IIyderabad-27 ”

8. Shri S.K.Nanda
Chief of Personnel & Industrial 
Relations, Hindustan Machine Tools Ltd.
P,0v HMT, Bangalore - 31 M
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9. Shri H. Bhaya
General Manager, Alloy Steels Project 
Hindustan Steel Ltd,
Durgapur Member

10, Shri S.V.Kulkarni
Controller, Bhabha Atomic Research 
Centre, Chatrapati Shivaji Maharaj H

Deputy Secretary, Ministry of Finance
Bureau of Public Enterprises
New Delhi " "

12. Shri A.S.Jagannadha Rao 
Reader in Commerce
Osmania University Member-Secretary

1*2 The Study Group had nine meetings during July 1967- 
March 1968, at which the different aspects of the problem 
on which the Study Group was desired to make a report to the 
Commission were discussed at length. The Study Group sent a 
brief questionnaire to public enterprises and has been able 
.to make use of the replies received from severql of them.

1.3 In presenting the report, the Study Group has adopted 
a three-fold angles

(a) to highlight the circumstances in the public sector, 
which merit the attention of the Commission in the
field of labours

(b) to analyse available data and experience with a view 
to throwing up the major problems calling for 
opinion and recommendation on the part ofthe
Comnis si on; and

(c) to suggest, wherever possible, the Study Group's 
own recommendations, which might form a convenient 
starting point for the Commission's deliberations.

1*4 At the outset, the Study Group wishes to outline cer
tain important qualifications to their analysis of findings. 
Firstly, the enterprises covered by it happen to be mainly the 
enterprises entirely owned by Central Government; there are
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CHAPTER II

A. The labour problem Xn the, public sector

2.1 The Five Year Plans formulated and implemented in post
independent India envisaged a pivotal role for the public 
sector. It was envisaged that they would not only be produc
tion-oriented growth points in the national economy but also 
the2f--would maximise employment opportunities to the extent 
they could. Expansion of employment opportunities was an 
important objective in the Second and Thrid Five Year Plans.
The following quotation is relevant to our discussion of the 
labour problems in the public sector.

’’The- Thrid Five-Year Plan has. to make its own con
tribution towards the evolution of labour policy and 
the realisation of its basic aims. It has always to 
be kept in view that the measures that are adopted 
must serve adequately the immediate and long-term 
ends of planned economic development. Economic pro
gress has to be rapid enough to attain a level of f 
full employment and secrure a rising standard of living 
for the people.
•.................. The large expansion of the public sector which
is occurring and is being envisaged will make a quali
tative difference in the tasks set for the labour movement 
and will facilitate the transformation of the social 
structure on the lines of the socialist pattern in view” *

2.2 The implication of the above quotation is that the public 
sector should progressively come to occupy a pivotal role in 
the national economy vis-a-vis organised labour.

* The Third Five Year Pl&h, Planning Commission, 
New Delhi, p. 53.
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2* *3 The following table will illustrate the extent to-which 
the public sector, as represented by the category quasi- 
government, was successful in its mission of providing employ
ment opportunities.

' • >mboynent, Growth in the. Public... Sector1 1961-1966

March March 
1961 1966

(No* in lakhs)

Change Average 
____ ____ annual

~No. Percent- growth 
(in age rate
lakhs)increase

Central Government 20.90 26.32 5.42 25.9 5,2
State Government 30.14 37.27 7.13 23® 7 4.7
Quasi Government* 7.73 13.16 5.43 70.2 14.0
Local Bodies 11.73 16.89 5.16 44.0 8e8

Total 70.50 93.64 23.14 32.8 6?6

1 This tern, as employed in DGET1? publication covers 
all government companies.

* Establishments which are autonomous and controlled and 
financed wholly or substantially by Central and State 
Governments such as the steel plants, Heavy Electricals,’ 
Life Insurance Corporation of India, State Trading 
Corporation.

Source: Employment Review, 1961-66, issued by Directorate 
General of Employment and Training, Ministry of 
Labour, Employment and Rehabilitation. p.6

From the above table it is evident that employment 
in the quasi-government category has increased by over 70^ 
during 1961-66,
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.PXgJ.

March of
Public
sector

Private
sector

Percentage change 
over the previous

year

(in,- lakhs) Public Private
1961 70.5 50.4 - •M

1962 74.2 51.6 5.2 2.4
1963 ,„ ‘ 79.5 " 54.6 7.1 5.8
1964 84.5 57<8 6.3 5.9
1965 39.6 60c4 6.0 4.5
1966 93.6 61.0 4,5 1.0

Total growth
percent .• 32.8 21.0

Average annual growth
rate (percent) 6.6 4.2

Sources Employment Review, 1961-66. Issued by Directorate 
General of Employment & Training, Ministry of 
Labour, Employment and Rehabilitation. p.5

2.4 A perusal of the figures in the above table will under
line the fact-that the average annual growth rate of employ
ment in the public sector was one and half times higher than 
that in the private sector. This is all the more signi
ficant because of the fact that the employment in the public 
sector in the year 1961 was itself higher than in the private 
sector® From this it follows that the labour conditions and 
policies in the public sector are bound to have a significant 
impact on the general structure of labour problems, negotiations 
and industrial peace in the country.
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Employment in .Pub1 ijk.-Sector by nature of .

SI.
No. Nature of industry

No. of 
under
takings

No. of 
workers

as on 1-1-:66

Col. 4 as % 
of total

employment

1 2
/

3 4 5

1. Iron and Steel 1 1,05,963 25.95
2. Engineering 13 94,485 23.15 •
3. Ship building and 

repairing 3 14,289 3.50
4. Chemicals 6 21,085 5.17'
5. Oil refineries 1 5,463 1.34
6. Paper 1 1,428 0.35 . .
7. Mining 3 82,067 20-10

Others 6 83,439 20.44

Total 34 4,08,219 100.00

Sources Data received from National Commission on Labour,,

2.5 The above table shows the structure of employment in 
different sectors of industry in public enterprise. Even 
though the data pertain to only 34 public enterprises, these 
are representative in character and may, therefore, be expec
ted to indicate the broad trends of employment, sector-wise, 
in public enterprises. It can be very clearly seen that the 
employment in the basic industries is predominant with more 
than half of the employment being in these industries. These 
are industries with long gestation and, therefore, potentially 
not highly profitable in the early period. This feature has 
an impact on the character of the labour problem in the public 
sector. For example, the introduction of incentive schemes,
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the payment of bonus under the Payment of Bonus Act has caused 
dissatisfaction in its actual working in the basic public 
sector undertakings.

2.6 The following table gives an idea of the employment 
structure of the central public sector enterprises undertaking- 
wise and plant-wise.*

Employment position in Central Public
Sector undertakings/nlants as, on 1-1-1966

No. of workers
Ho. of 

undertakings
No. of plants/ 

units

1 ’2 3

Less than 500 22
500 - 1000 4 12

1000 - 2000 5 22
2000 - 5000 8 23
5000 - 10000 6 8

10000 - 25000 7 5
25000 and above 4 4

Total 34 96

.Source: Data received from National Commission on Labour.

2.7 Most of the enterprises ha.ve employment of more than 
2,000 workers. About a third of the establishments have more 
than 10,000 workers working in then. Such a large con
centration of workers under one roof not only strengthens 
workers1 unions but also increases the difficulties of 
management in handling labour disputes and individual and 
collective grievances.. It is also clear from the above table

* Vide appendices 9 and 10 for fuller data on employment
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th at the employment even plant-wise is bulky in many cases* 
There are many plants employing more than 2>000 vzorkers. The 
magnitude of the problem is no smaller, therefore> even if we 
take the employment plant-wise.

2.8 The public sector is being gradually characterised by 
multi-plant units. At one time many public enterprises had 
only one plant. Now, either because of policy reasons or 
because of technological advantages multi-plant unts have 
become very common. The following table gives a list of public 
sector multi-plant enterprises and the employment in them.
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pp.sltXoii in Mult.l-pl.aflA ,g^ntj?j?J..^ublic. 
sector undertakings as, on 1-1-1966

SI.
No.

No.
Name of the undertaking

of plants/ 
units

No. of 
workers

1 2 3 4

1. Hindustan Steel Ltd. 3 1,05,963
2. Bharat Heavy Electricals Ltd. 3 4,185
3. Hindustan Aeronautics Ltd. 2 26,463
4. Heavy Engineering Corporation Ltd. 4 9,011
5. Hindustan Machine- Tools Ltd. 4 10,719
6. Fertiliser Corporation of India Ltd. 2 11,090
7. Hindustan Insecticides Ltd. 2 625
8. Hindustan Salts Ltd. 3 1,995
9. Indian Rare Earths Ltd0 4 2,002
10. Indian Oil Corporation Ltd. 3 5,463
11. National Coal Development Cor-

"poration Ltd.
37 60,936

12. Oil and Natural Gas Commission 7 10,936

Source: Data received from National Commission on Labour

2.9 A few of the abev.. enterprises employ more than 25,000 
workers each. Multi-plant units create multiple labour 
problems, unique to themselves. For example if the units 
belonging to one organisation happen to be located in 
different states, where governments with different ideologies 
and complexions are in power, centre-state relations get re
flected in labour-management relations* The Hindustan Machine 
Tools Ltd., is an interesting example. Another problem arises 
in the context of the Payment of Bonus Act. The workers of a
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particular plant belonging to a particular company in the 
public sector may ask for bonus based Upon the profit of the 
enterprise, at a time when the plant, in which the concerned 
workers are employed, is itself running in loss. The intro
duction of an incentive scheme in one of the plants, based 
upon the conditions obtaining in it may create serious re- 
purcussions in other units especially when the physical con
ditions obtaining in other plants in the organisation are not 
identical.

2.10 Public enterprises generally are characterised by low 
prof4 tali lit~r as can be seen from the following table, .i

Surpluses o£
C • nt r al" Go ver nment^ljnt er prijse^

Rate of return
No. of 
enter** 
prises

Total
capital
invested

$ of col. (3)
to total 
col. (3)

of

1 2 3 4

Less than 0 17 537.80 22,11

0-3 13 1446.90 59.52

3-6 8 3F.8.37 11.86

6-8 4 45.94 1.89
8-10 4 15.64 0.64

10 and above 19 96.30 3.96

Source; rPricing System in Public Enterprise1 by Professor 
V.V.Ramanadham, the Developing Economies, March 1968, 
Tokyo.
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2.11 The enterprises with an investment of about 22.11$ of 
the total capital invested in the public sector as a whole 
are running on losses. Enterprises with a capital of more than 
70$ are earning less than 3$ return. A few enterprises, shar
ing among themselves a capital of only a little more than 5$ 
earned a rate of return of more than 6$. It is obvious that 
most of the public enterprises with a great part of the in
vestment in them are characterised by a low rate of return or 
no return. This is a very important consideration influenc
ing wage policies and incentives, welfare expenditures, bonus 
and motivation, in general terms.

B• Djst.lnc_t.iy_e__featur.cs of the Lfibour Problems 
in-th_e_ Public Sector

2.12 We intend to outline below the distinctive features of 
the labour problems in the public sector.

(a) Theoretically, one expects that unlike in the private 

sector, there should be no inherent conflict between the 

employer and the employee in the public sector because the 

employer is the government. The immediate management entrusted 

with the responsibility of ensuring efficiency and profit

ability of the undertaking, is itself and employee as much as 

the worker. The public sector management is no more identified 

with owners of the capital than the worker and therefore there 

should be no scope for divergence of approach and consequent 

class conflict, which may characterise labour-management re

lations in the private sector industry. But the very fact that 

conflicts do arise between the workers and immediate management
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in the public undertakings, would indicate that the conflict

arises out df the task undertaken by the management, namely

that of establishing conditions of efficiency and profitable 

working, is not viewed as a common task by the workers, -at the 

present stage. Ways and means by which full identification 

of the entire body of the employees with the objective of^ 

undertaking can be brought about has to be considered if the 

theoretical advantage of the nublic sector in this respect is 

to be achieved in reality. At present the definition of

"worker” under the Industrial Disputes Act r

ment and this enhances the differentiation-the public and pri

vate sectors being treated alike.*!

Similarly no conflict of interest between the management 

and workers ought to arise in the matter of profit sharing in 

the public sector undertakings. Neither the management nor * 

the government have any vested interest in denying the employ

ees of their fair share of profit. In practice*however, we find 
there are already conflicts in the matter of payment of profit 

bonus etcalthough no public sector undertaking is yet earning 

appreciable net profits after taxation. Therefore, it would 

appear to the Study Group that the approach of labour to the 

question of emoluments as well as to dealings with management, 

is no different in the public sector from the private sector

(b) Though the public sector is institutionally an

A/
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enterprise in which the management and the labour are engaged 
for the common good of the nation as a whole, industrial dis
putes have not been uncommon^ It is worth our notice that 
the disputes ta^e an unduly long time to resolve, partly be
cause of influences, external to the management and the trade 
union within the enterprise, entering the area of negotia
tions, somewhat more extensively and informally than in the 
private sector and partly’ because of the lengthy procedures 
which have to be followed in resolving industrial disputes#

(c) The problem of labour negotiations is complicated 
in the public sector by the fact that, unlike in the private 
sector, the interests involved extend beyond the two sides, 
the management and the labour, and the government itself comes 
into the picture. This is mainly because of the notion that,, 
being the owner, the government has the prerogative of entering 
the negotiations and decision-making at any, if not, at every 
stage. Where the enterprise belongs to the Central Government, 
the State Government sometimes emerges as a distinctive 
interest in itself, besides that of the Central Government.
It is even possible, that, if the Central Government takes the 
attitude of the owner-cum-employer and presents a stiff 
attitude in its bargain with labour, the State Government may 
put on a contrasting countenance more compassionate towards 
labour.

From the examples which came’ up before the Study Group 
it became apparent that the centre-state relation can affect 
labour problems of an undertaking in the following manner. It 
is a fact of the Indian Trade Union scene that each major 
political party also has a trade union organisation support
ing it and vice versa. It has followed therefore that a 
particular political party in power in a state takes a fav
ourable attitude towards the trade union belonging to the
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same political party, in the matter of recognition as well as- 
in specific matters of industrial, dispute which have to he re
ferred to the local state government labour machinery in the 
first instance. It is not unlikely that political pressures 
can influence and have influenced the state conciliation 
machinery and the state government in final decision.
Secondly, when under the present Indian Labour Conference Con
vention,permission is sought from the centre by the state 
government, before referring matters to adjudication in res
pect of central units. fhe centre itself may withhold or 
delay such reference, in some cases, at the instance of the 
management. The converse can also happen.

When a multi-plant organisation has units situated 
in different states with different political parties in power, 
the above kind of tension and conflict can become magnified 
and tangled manifold, particularly because, a single employer 
with plants in different states cannot deal with labour pro
blems concerning service conditions etc., in each unit in
dependently, in view of the repurcussions it would have in the 
other units. This is not appreciated by the state, government 
who view the problem from the local standpoint alone.

(d) The status of the employees in the public enter
prises is not quite defined. For certain purposes they are 
considered to be on car with government servants? and the fact 
that many public enterprises have been^-directed to adopt the 
service conditions, the wage scale etc. of government servants 
without formulating their own rules and conditions autonomous
ly, has strengthened this notion. In matters of leave, pri
vileges, health amenities, dearness allowance and bonus, 
clear differences exist as between the government servants 
on the one side and the public enterprise employees on the 
other. Their lot differs in point of pension, transferability 
and security of service as well. Varying interpretations
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tend to be advanced on the privileges and prerogatives of 
public enterprise employees, vks-a-vis the corresponding 
income brackets in government service5 and no wonder that, 
while presenting the demands the workers in public enter
prises compare themselves with those government employees who 
happen to be eligible to superior privileges while at the 
same time demanding or availing themselves of superior benefits 
available to industrial labour in certain other respects,

(e) The workers in public sector have high expecta
tions vis-a-vis managerial participation. They expect that 
the processes of management within a public enterprise must 
be fully democratic so that, every employee will have the 
opportunity of understanding them and participating in them.
The claim that senior management often advances, namely that 
all employees in a public enterprise are workers, though at 
varying degrees of education and responsibility, intensified 
the hopes of labour in this regard. Unlike in the private 
sector, the management, in the eye of labour, ought to explain 
every decision taken by them5 and labour does not visualise 
any managerial transactions to belong to a secretive category. 
It is therefore in the nature of public enterprise that the 
management ought to be as democratic and widely participative 
as possible; mere monetary prosperity may not satisfy the 
workers.

(f) While private enterprise managements do not con
sider themselves as a family within which significant uni
formities should be evolved in the matter of agreements with 
labour and negotiation with labour, public enterprise manage
ments have a tendency, to aim at some degree of uniformity

Ua

In the method, if not the substantive element, of labour nego
tiation and agreements. The point mentioned earlier about the
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government involving itself in management-lobour matters in 
the public sector gains particular relevance in this context. 
While it is true that public enterprises ought not to deviate 
from one another in deals with labour, the variations in their 
conditions, technology, capacity to pay labour intensity and 
their structures do warrant their differences definitely in 
detail and perhaps in method as well, in the way the manage
ments of individual public enterprises approach or respond to 
the labour questions. There has yet been no effective defini
tion of the extent to which public enterprise management have 
to aim at uniformity and the extent to which they may operate 
autonomously with regard to their labour problems.

(g) While workers have a good deal of political power 
behind them which they can bring into service even in the 
private sector, the ease with which they can influence 
political opinion and cause pressures to be brought on the 
management is particularly great in the public sector. Very 
often a labour matter goes straight to Parliament in the shape 
of a parliamentary question. For example, on the slightest 
suspicion of the prospect of-retrenchment or a delay in the 
introduction of beneficial awards or a brief lock-out, dis
cussion can easily be promoted in parliament, with the result 
that the Minister concerned will be obliged to take direct 
interest in the natter. This eventually has an impact on the 
management of the enterprise concerned. Some may take this 
as a symptom of its public accountability.

2.13 From the foregoing survey, the Study Group is of the 
opinion that public enterprise managements operate'under heavy 
handicaps in their dealings with labour. Management-labour 
relations are continuously under the glare of public opinion, 
and parliamentary criticism as well as external pressures.
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Unfortunately, their capacity to pay is yet so low that the - 
managements usually find themselves inhibited in taking deciT> 
sions involving labour-costs autonomously by themselves and 
most of the industrial disputes directly or indirectly involve 
such decisions.*

2.14 The Study Group recommends that it is of utmost urgency 
to define the status of the workers in the public sector vis- 
a-vis the employees in the government, so that both the 
managements and the workers are on clear ground in negotia
tions. It seems necessary to the ..tudy Group that the 
government ought to limit its interest in so far as management- 
labour negotiations are concerned by specifically laying down 
the broad principles within which the management could nego
tiate with their labour on their own, such as (l) the extent
to which the capacity to pay should be subordinated to the 
payment of need-based wages, (2) the extent to which the re
tained earnings for ploughing back into the business could be 
sacrificed, (3) the extent to which dividends could be lowered 
or losses enhanced to meet the economic demands of the labour 
and (4) the extent to which such extra costs could be passed 
on to consumers by way of increased prices of products. This 
should not only be recognised in theory but implemented in 
practice.

C• Motivation in the Public, Sectpj?

2.15 With regard to the question of motivation of the workers 
and the raising of productivity in the public sector, the 
Study Group presents the following analysis.

2.16 The problem of industrial relations in public sector 
undertakings assumes special importance today in the context 
of the fact that most public undertakings in India are running 
at a loss and under certain basic economic handicaps. The in-
* See point s" of di ssent by' Shri M.S .Kri shnan
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dustrial undertakings in the public sector are mainly engaged 
in basic industries with heavy capital investment and long 
gestation periods and in a situation like this these under
takings can achieve efficiency and prosperous conditions only 
if productivity is raised high and maintained all round.

2.17 Even though in the public sector there is no reason for 
any basic conflict between the workers and management in regard 
to the sharing of profits there is a conflict between the 
managements efforts to raise productivity (as this calls for 
additional effort) and in some ways sacrifices by the workers 
over a comparatively longer period, all of which cannot be 
compensated by pecuniary benefits alone.

2.18 Comparatively speaking, in the private sector enterprises 
which are only launched if they are economically viable and 
show a surplus within a reasonably short period, this effort
on the part of the workers can be secured by the management 
by economic incentives, and by negotiation with the workers 
from time to time. Thus active participation by the workers 
in the management and a definite sense of belonging on their 
part, though desirable, is not a matter of such vital impor
tance as it is in the public sector. Such participation can 
grow with time. In the matter of such negotiations and deci
sions in economic bargaining the private sector firms are 
also very much more independent, flexible and free from pro
cedural limitations or the necessity to follow a uniform 
pattern even within the same industry.

2.19 In most of the public sector undertakings however, at 
the present stage the financial capability for providing 
adequate economic incentive does not exist. Even where it 
does, procedural limitations, restricted powers of the 
management at various levels, considerations of uniformity
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and other inhibiting factors make it difficult for them to 
effectively motivate the working force, through economic in
centives alone. Motivation of the working force outside 
economic incentives is a natter of vital importance for their 
successful running . Since most of the enterprises are not 
in a position to offer monetary incentives generously, moti
vation through association of workers becomes an urgent 
necessity. Without a satisfactory concensus on the wider 
problems of recognition of unions, rassociation of workers with 
the running of enterprises, cannot be effective and without 
such association, the'd;-narnica lack.-*ng in —f lie enterprises 
today, cannot be imparted.

2.20 It is in this context that the manner and extent to 
which association of the workers not only with matters which 
concern them immediately like wages, recruitment, promotion, 
bonus schemes, welfare etc., but with matters which concern the 
management of the undertakings, namely the financial position

• of the company, production, sales, costs, higher productivity
and such management responsibilities as indirectly affect the 
economic welfare of the employees also becomes an equally 
important area where positive involvement and acceptance of 
responsibility by the workers have to come*

2.21 Wile the matters affecting the workers immediately as 
those mentioned above, namely,recruitment, promotion, incentives 
etc., were found by the group as comparatively easier of exami
nation the problem of association of the workers or the partici 
pation of the workers, in the running and well-being of the 
undertaking being an issue connected with the wider problems
of recognition of unions, formation of representative works 
committees, management councils. political affiliates etc., 
was more difficult of solution. This issue therefore deserves 
special attention of the Commission. Meanwhile, it appears
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sone enterprising undertakings should beecouraged to experi
ment in this direction and the results watched.

The. Public, Sector as, a, _ model employer 
2.22 Public enterprises are claimed and intended to be model 
employers. There are several heads under which this claim 
can be adjudged in the light of conditions in practice.

1• Jmp,le;aenta,tj..on of labour layg in public sector

(a) The Public sector as a model employer cannot and 
should not ask for any exemption from the operation of labour 
laws. Howeverj the empirical evidence culled from the case 
studies on certain public sector undertakings about the non
implementation of labour enactments by the public sector carried 
out by the Ministry of Labour and Employment has revealed the 
following lapses. The evidence given in the Appendix I highli
ghts specific violationsby public enterprises with regard to 
the Factories Act 1948 and the Industrial Dispute Act 1947.

(b) It was pointed out to the Study Group by some trade 
union leaders that the Payment of Wages Act provisions were 
also being violated. For example, it was alleged that deduc
tions were being made from the employees’ salaries for damages 
without asking them for explanations as to how the damages
had occurred. Besides, acting allowance rules under the Payment 
of Wages Act were being changed by some managements, even when 
the .award was in favour of the employees

(c) The Estimates Committee (1963-64) in its 52nd report 
on Personnel Policies of Public Undertakings has drawn atten
tion to the non-existence of Standing Orders which are ajaaat 
under the Industrial Employment Standing Orders Act 1946.



"The Comitt ee find that Standing Orders have not been 
framed by the following undertakings so far. The 
figure in bracket indicates the year of establishmmnt 
of the Undertaking”.!

1. Danodar Valley Corporation (1948)
2. Hindustan Photo Films Manufacturing Co.Ltd. (i960)
3. Indian Drugs and1 Pharmaceuticals Ltd. (1961)
4. Nahan Foundry Ltd.* * (1952)
5. National Buildings Construction Corpn. Ltd., (i960)
6. National Projects Construction Corporpn. Ltd. (1957)
7. Pyrites & Chemicals Development Co. Ltd. (i960)

(d) The Standing Orders framed by the following under-? 
takings have not been certified so far:

1. Air India* (1953)
2. Fertiliser Corporation ©f India ^td.@ (1961)
3. Heavy Engineering Corporation Ltd.© (1958)
4. Hindustan Machine Tonis Ltd.© (1953)
5. Hindustan Steel Ltd.© (1954)
6. Indian Refineries Ltd. , (1958)
7. National Instruments Ltd. (1957)
8. National Mineral Development Corporation Ltd.© (1958)
9. National Small Industries Corporation Ltd. (1955)
10< Rehabilitation Industries Corporation Ltd. (1959)

1 Estimates Committee, 52nd report, 3rd Lok Sabha, pp.71-72
* At the time of factual verification it was stated by the 

Ministry of Labour and Employment that Standing Orders of 
Nahan Foundry have been certified.

+ Indicate the year of incorporation of the undertaking.
© At the time of factual verification it was stated by the 

Ministry of Labour and Employment that the standing 
orders of Nangal Project of Fertiliser Corporation of 
India, Heavy Engineering Corporation, Hindustan Machine 
Tools, Dv.rgapur and Rourkela Projects of Hindustan Steel 
and National Mineral Development Corporation have been 
certified.
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Seine trade union leaders at Bangalore have represented 
to the Study Group that' some managements in the nublic sector 
were framing and substituting new rules for the Standing 
Orders earlier framed which were pending with the certifying 
authority.

2. Secondly, in order to he considered a model employer 
the public enterprise ought to evolve exemplary personnel 
policies, practices and procedures. Sven from this angle we 
find several deviations from the ideal.

(a) Excessive manpower besets many of our public sector 
plants. The Estimates Committee’s Report cited earlier has 
drawn attention to the problem of overstaffing vide appendix2,

2. A perusal of the data given in the appendix makes it clear 
that in Heavy Electricals (India) Ltd., alone the excess man
power was of the order of 1785. Further it is clear from the 
appendix that overstaffing has occurred at all levels in the 
hierarchy.

Many public enterprises carry surplus labour on their * 
rolls. Extensive evidence in support of this observation is- 
available from the reports of the Estimates Committee and the 
Committee on Public Undertakings. It is difficult to 
establish that the managements do not realise the nature of 
the surplus labour force; at the same time one wonders why 
the economic obligation of a commercial enterprise, namely to 
contract the minimum necessary expenditures in the production 
process, has not been strictly adhered to by these enter
prises. Desirable retrenchment, re-training schemes and 
absorption of surplus labour in related or other activities 
elsewhere, seem to be heavily conditioned by external pressures. 
Hot to retrench labour in a public enterprise has gradually



come to be regarded as a symptom of social responsibility cn 
the part of the management concerned. While supporting the *ause 
of maximising employment in the country as a whole, many mem
bers of the Study Group positively felt that the public enter
prises ought not to be singled out for -uneconomical absorption 
of grossly surplus labour force. They ought to be encouraged 
to make all lawful adjustments in the size of their labour em
ployed by them, consistent with the technology adopted by them. 
Some members of the Study Group particularly cautioned against 
large scale retrenchments in the process.

(b) Conditions, .q£ seryl,c,e ru£e,3* *be Estimates Com
mittee Report cited above has also draw attention to this
as poet of personnel management in the public sector. The re
port lists 18 public undertalcings that have not laid down 
the terms and conditions of service of their employees so fart 
vide Appendix 3. It is interesting to note from the data 
given in the appendix that even those public enterprises which 
were established in the early forties and fifties failed to lay 
down the conditions of service for their employees.

(c) Recruitment and_ promotion. rules; The Estimates
Committee in the 52nd Report has also draw attention to the 
absence of recruitment in 28 and promotion rules in 31 public 
undertakings respectively,vide appendices 4 & 5. It, is in
teresting to know that some of the enterprises were .registered 
as early as in 1943 and in the early fifties.

Cd) Grievance,procedures These should exist in; any
t

well-run undertaking. However,the Estimates Committee has 
draw attention to their absence in 28 public undertakings, 
vide appendix 6. |

i
(e) hab-our managemejit relations: In a model enterprise

the lab our-management relations should be cordial. Whi^le



the Study Group is aware of the economic process, particularly 
recession and high costs, which in recent years has strained 
the attitudes of labour and their relations with management, 
the -Group particularly regards as unfortunate the wide area 
of unrest that pervades the public sector, particularly in 
some of its biggest constituents like Heavy Engineering Cor
poration, Hindustan Steel Limited (Durgapur), Bharat Heavy 
Electricals Ltd* and National Coal Development Corporation Ltd* 
Illustrative evidence is culled out from the annual reports 
of some public enterprises which is as under*

1 • Hindustan Aeronautics Lt_d, 3rdu f.nnual Export (1965-66)

Labour relations: ’’The Directors regret to record a
degree of unrest amongst some sections of workers, which has 

•marred an otherwise satisfactory relationship with labour 
during the period under report.

At Kanpur, many problems have arisen following the 
conversion of the factory from Air Force to Company control. 
These have led to demands for higher pay and allowances, 
.provision of housing, transport and the like. A series of’ 
incidents over a period of time culminated in an illegal 
strike and a month1s lockout, from 10th September to 9th 
October 1966. With resumption of normal work better re
lations are gradually being establishedc The Division as a 
whole has many lessens to learn from this painful experience.
It is hoped that it will benefit from them" and eventually 
emerge as a stronger and more efficient organisation*

, A lock-out also had to be declared in the Bangalore 
Division, from. 10th to 7.6th November, 1966, following a tool- 
down strike and unruly behaviour by employees. In this ca.se, 
the principal demand was for the grant of Dearness Allowance 
at the enhanced rates recently approved for Central Govern
ments servants, The fact that the pay and allowances of 
engineering industries, of which HAL is one, are now under 
consideration of a Wage Board, and that interim relief has 
already been given in many cases higher than that awarded by 
the Wage Board, was pointed out to labour representatives, 
but to no effect. However, cn their giving assurances of good 
behaviour the factory was reopened and work is now proceed
ing normally.

I
z



The Directors are aware of and sympathise with the 
difficulties of employees on account of the increased cost of 
living in recent months. They also realise that essential 
facilities, such as housing, schooling, medical services and 
transport, are in short supply, and that these have to he 
made good by the Company to some extent. The demands for such 
facilities become larger as the Company grows, and constitute a 
hoavy charge upon its resources, especially in the newer Divi
sions. Measures are being, taken to provide 'relief as far as 
circumstances now permit. At the same time, the Directors 
appeal to all employees to appreciate the Company1s limitations, 
in this regard. In the last analysis, their own work and 
efficiency must determine the living conditions and amenities 
available to them by providing the Company with the means of 
establishing these.”

2. Rational C.p.n.1 Peyelosgont. .Corporation Ltd,

Labour, relations: ’’There were, however, some isolated 
cases of lightening strikes, mostly of short duration, in 
certain collieries. The longest period of strike was 18 
days at Jhingurdan Colliery. It has been referred to adjudi
cation by the Ministry of Labour and Employment. All other 
cases wore settled amicably. In all 5401 man-days were lost 
due to strike/cessation of work which works out to 0.03 per 
cent of the total man-days.”

3. Hindustan Steel j,td. 12th T-Wjual Report (1965-661

Industrial relations,, welfare and safety; "The improve- 
ment in the industrial relations reported last year in the 
Rourkela Steel Plant continued and the management entered into 
a number of agreements with the recognised union, A rival 
union continued to be very active; but in spite of minor inci
dents of slow-down and stoppage of work there was no major 
disturbance. The supporters of this rival union, however, won a 
clear majority in the election to thu Works Committee in 
February, 1966 on the basis of which it demanded recognition in 
preference to the existing recognised union. The advice of the 
State Government on this claim is awaited.

In Durgapur, there were minor disturbances including 
illegal stoppages of work and demonstrations by both the recogni
sed and the unrecognised rival unions throughout the year.
The call for fbundhT by some political parties on issues not 
connected with the Plant affected seriously the attendance of 
the workers on the 10th March 1966. The rival Union staged 
another !bundhf on the 6th April 1966 and kept up the tempo of
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agitation thereafter* These disturbances ultimately culmi
nated in an illegal strite and disturbances during August 1966 
which caused considerable loss of production, damage to pro
perties and hardship to the employees*

Industrial relations in the Bhilai Steel Plant continued 
to be satisfactory as before and a humber of agreements with the 
recognised unions were entered into by the management. There 
was however, agitation by an unrecognised union on the issue of 
retrenchment of construction workers on completion of their woik»

Labour relati pns: ’’The Corporation had to face during
the year illegal practice 
Trade’ by sections of its 
management into conceding 
cuently, sudden stoppages 

n

such as ’Work to Buie1 and ’Work to 
employees calculated to pressurise 
demands of various kinds. Conse- 
of work or ’go-slow1 tactics were

resorted to by the employees on a number of occasions and services 
were delayed or disorganised. This is inspite of the fact 
that the Associations of employees have at one time or another 
give an assurance of eschewing methods resulting in the disrup
tion of traffic and inconvenience and hardship to passengers.

Instances of labour unrest resulting in demonstrations and 
such other pressure tactics, which are clearly in violation of 
the Code of Discipline or of the provisions of the Industrial 
Disputes Act were more frequent than at any time in the past, 
despite the fact that a satisfactory settlement have been 
reached on most of the outstanding problems and all important 
issues. This indicates an attitude of indicipline and gross 
violation of the rules of the Corporation. Latterly, a 
tendency has developed to misuse this Corporation’s working to 
pressurise the management and government over disputes in the 
sister corporation. The Air Transport Industry is particularly 
vulnerable to pressure tactics of this kind because of the 
specialised and skilled trades involved and the importance of 
time factor in the utilisation of the aircraft. Whilst the. 
state of indicipline is not a phenomenon confined to the working 
of the Corporation, there is no doubt that disappointments 
at failure to save time - the main motive-force of air travel, 
frustration at the delay in accomplishing the journey and bitter
ness involved in avoidable waitings at airports and dislocation 
of one’s time-table grip every passenger who is adversely 
affected and the Corporation’s other staff including management 
have had' to bear the" brunt of the public and private expression 
of these fselings, the validity of which cannot be disputed.
The incidents were dealt with as firmly and tactfully as the 
situation demanded but their repeated occurances have transgressed^
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the bounds of patience and forbearance and the Corporation has 
decided to deal with such incidents in future with firmness and 
has give ample evidence of this determination in dealing with 
the more recent incidents.

There have been 16 instances 
IAC during the year under report, 
alone were concerned; in another, 
involved* There was one instance 
reported sick. The remaining 12

of labour indiscipline in 
In two inciden- s, Pilots

Pilots and Engineers were 
in which the Hadir ‘Officers 

incidents wore attributable
to concerted action of mechanics, loaders, drivers, catering 
staff and cabin attendants. While some were based on grievances 
which need remedy, others arose out of intor-'nion rivalries or 
incidents which on mature reflection should not have resulted

>

Z *

)

in stone; of work.”

2-23 in point of wages and wa.e structures, it was felt by some 
that public enterprises, on the whole, are playing the role of 
a pace-setter. Another view expressed was that public enter
prises have adopted only desirable standards to a certain extent 
in the matter of a few of the fringe benefits such as housing, 
leave facilities, hospitals and play grounds* Further 
of the wages, welfare expenditures and incentive rewards will be 
dealt with in later chapters,.

Many of the lapses pointed out are those noticed at the 
time of the compilation of the data some years back and possibly 
many of them have been rectified by now® But the failures both 
on the side of management and labour have resulted in the nations 
expectations of public enterprises as model units not only 
economically but sociologically have not beerr realised adequately. 
We understand that certain handicaps emanated from the delays 
caused at the level of government, for example,in certifying 
standing orders. To the extent that this is true all causes 
of delay ought to be remedied atonee. The need to motivate 
the workers and ensure their participation in the common task 
of ensuring efficient and profitable working of the enterprises 
has already been emphasised.
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CHAPTER III

Recru.i_tmontPromption and Training

3.1 Recruitment and promotion are two important areas which 
affect industrial relations. At the sane tine, there is a great 
deal of diversity in policy and practice in this regard in the 
public enterprises. The Study Group feels the need for formu
lation, of a well defined policy and an unambiguous procedure
to be followed in this respect.

3.2 Recruitments The areas in recruitment which affect 
management-worker relationship, broadly are the following:

Ca) The expectation of the people of the region in 
which the enterprise is situated, to exclusive or predominant 
right for employment in the enterprise. This is also sup
ported by the state governments. On the management side, to 
some extent, this restricts the field of choice for obtaining 
the best possible talent and skill for positions requiring 
such skill.

(b) The level at which direct recruitment takes place 
is an important consideration for the worker as it affects 
to some extent his chance of promotion within the organisa
tion. On the management side, however, there is a distinctly 
felt need for injection of fresh blood at higher levels, at 
certain well-defined points in order to maintain the vitality 
and efficiency of the organisation.

(c) There is also the apprehension and charge about 
nepotism, favouritism or corruption in the matter of giving 
employment.

3.3 The government have in fact laid down certain directive 
principles in this matter although recruitment is a res-



ponsibility of each corporate public undertaking. The Esti
mates Committee also has expressed its view in favour of lay
ing down such policies. The current government directive in 
the natter is as under:

’’There is technically no restriction in the natter of 
recruitment to those-units based on the areas from which the 
employees cone. It will be of advantage to the units in 
various directions, if persons who cone fron areas near about 
the place of location of the project secure appointnent to 
posts in the lower scales. In the case of all" unskilled 
workers even without any special effort they are generally 
drawn fron the locality where the project is situated. Every 
effort should be made in such recruitments to give preference 
to persons displaced fron the areas acquired for the project 
especially of scheduled castes and scheduled tribes (c.g. 
Adivasis). Next should be preferred those who. even if they 
cone fron sone distance, have been or are about to be re
trenched fron other government undertakings.

In the case of skilled v/orkers, clerks and other non
technical staff whose scales are comparatively low, so long as 
the basic qualifications and experience are forthcoming, 
preference should be given in the order of priority mentioned 
in the previous paragraph.

in the case of the middle level technical and non
technical posts, having higher starting salaries equivalent 
to the Class I Junior scale of the Government of India 
(Rs.350-850), recruitnent should be nade on an All-India basis, 
merit and qualifications being the principal criteria. 
Complaints have sometimes been made in the past that local 
candidates do not receive a fair deal. Special care should 
be taken to ensure that there is no reasonable ground for any 
such complaint.

in the cnse of higher non-technical posts, e.g., top 
general management, finance and accounts, sales, purchase, 
stores, transport, personnel management and welfare and town 
administration carrying a salary of Rs.600 and above, candi
dates available in the Industrial Management Pool should first 
be considered. Failing such candidates, there should be 
advertisements on All-India basis. This does not, however, 
preclude considering candidates who may have applied on their 
own or may have been retrenched from other government pro
jects etc.
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For the higher technical costs, the best qualified per
sons will have to be recruited,' either by advertisement on an 
all-India basis or by personal contact«.

.Ill vacancies of the kind referred to in paras above 
should be communicated to the Employment Exchange close to 
the project. Advertisements, which are made in the papers 
should be in local languages and i?r the local newspapers. Such 
advertisements should specially mention that preference 
would be given to persons who are registered in Employment Ex-, 
changes. Ail the applications received along with the list 
sent by the Employment Exchange should be screened and 
appointments made by Selection Committees specially set up 
for the purpose by each unit. These Selection Committees 
should include representatives from the state government or 
their nominees.

The Selection Committees set up for recruitment to all 
other medium level or higher technical or non-technical posts 
should include at least one representative of the state 
government, preferably a state government official who is on 
the Board of Directors.

Representation for local interests in the shape of a 
state government nominees etc,, as detailed above should also 
be provided for in any standing committees that may exist for 
the curpose and not confined to only special acLhr±£> committees

Where the exigencies of work require the making of urgen* 
appointments, it will be open to the Managing Director

to make such appointments and then inform the Selection or 
Standing Committees.

The above principles may be kept in view by Boards of 
Directors and Managing Directors/Chairnen of Public Sector Pro
jects while making recruitments to posts within their 
projects”e*

3.4 The Study Group examined the actual situation as it 
obtains in the public enterprises, the’manner and the ex
tent to which the above directives are being implemented and 
their effect on the efficiency of the organisation as well as 
the worker-management relationship. It came to the following 
conclusions:

* Estimates Committee, 52nd Report, 3rd Lok Sabha, : .116
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(a.) There are enterprises where no specific recruitment 
policy has been laid clown and made widely known. The Group 
felt that it must he done in all enterprises# In this matter 
as far as could he gathered, the Study Group understood that 
the private enterprises have a great deal of freedom, hut in 
the very nature of things the publicly owned enterprise has to 
open its employment opportunities to all within certain 
acceptable limitations. These have been defined in the 
government directive and priority is laid down for displaced 
persons, scheduled castes and local unskilled workers etc#
The Study Group was of the view that by the very nature of 
public sector undertakings, it was expedient to adopt these 
priorities#

(b) In regard to the obligation to notify all vacancies 
through the employment exchanges and restrict recruitment 
through these exchanges alone, the Study Group observed that 
there was some divergence of practice among the enterprises 
and the procedure was not always strictly adhered to. The 
reason for this deviation was appreciated by the Study Group 
namely, that it is impracticable to confine recruitment only 
to candidates sponsored by the employment exchange because 
Ci) a single area or region is unlikely to offer candidates for 
all jobs, skills and talents required in a large industrial 
enterprise and even if it did it would mean dilution of the 
quality of the recruitment, Cii) The public enterprises also 
have special responsibility to provide opportunities for per
manent absorption to their own temporary personnel such as 
construction workers, casual labour and other categories of 
non-permanent employees# (iii) The employment exchanges 
though well conceived have not come up to the expectation be
cause of their procedure of forwarding the names of candi
dates in chronological order of registration alone, (iv) If
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after notification to the employment exchange and interview
ing the candidates sponsored by then, the enterprise does not 
find any suitable candidate then it has to go for public 
advertisements and recruit froa the open market, This becomes 
tine consuming process which most enterprises can ill-afford,

3.5 Considering the above, the Study Group recommends that 
whilst the present rule of notifying vacancies to the Employ*- 
ment JQichanges any continue„ the enterprises should ha/e the 
freed a to simultaneously tap other sources of recruitment 
from the open market,

3-6 In regard to the question of ensuring fair practice in 
recruitment, the following steps were considered by the Study 
Group?

(a) It is contended s-taetiaos by the unions that the 
management obtains by direct recruitment froa outside persons 
who have sometimes less or equal qualifications com:wired to the 
people within the organisation. In order to combat this 
criticism as well as to make sure that the recruitment of the 
right type of people is ensured, the Study Group feels that 
qualifying tests including trade tests should be Laid down for 
as many posts as possible in every enterprise.

(b) h corrollary of this is that there should.be 
standardisation in the c’ots specification related to wage 
scales for the purpose of direct recruitment on common criteria 
throughout the public enterprises to the extent possible*

3,7 On the question of associating workers1 representatives 
with selection, the Study Group could not arrive at a unanimous 
conclusion. Some felt that they should be given the status of 
full membership, whereas others felt that at best they -could 
sit along with the committee, as observers* In the latier case • 
the advantage, though a limited one, is that the worker.s1

should.be
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representatives would be in a position to know precisely^how 
the selections take place and can assure themselves that the 
rules of selection and promotion formulated for the enterprise 
are being followed. Their presence will undoubtedly be a 
moral force for the management to reckon with. A third view 
that was put forward was that the workers’ representatives 
could be associated only as observers of trade tests only and 
not with the entire process of selection involving assessment 
of confidential reports and possibly interview* The reason 
advanced in support of this view as that selection for recruit
ment or promotion is a management function involving assessment 
of comparative merit in which the association of a representa
tive answerable to the body of persons from whom selection is 
to be made would give rise to pressures*

3*8 On the question of associating state government’s re
presentatives with the selection committees, the Study Group 
feels that any representation for outside interest is not 
desirable and any proposal in this regard should be positively 
discouraged. There was no need for such representation, as the 
S^udy Group feels that in the government directive sufficient 
emphasis has been laid and safeguard given to ensure maximum 
employment to the inhabitants of the state in which enter
prises are situated.

B• Promotion

3*9 Promotion policy is one of the most controversial areas 
affecting management-union negotiations* The areas whf &

" i
flicts regarding promotion arise arc: f

I

(i) The degree to which promotion should be made’ from 
the next-below gra.de i.e., whether it should be

/ j
cent con1' by mromotidn from below'or a
bination of promotion plus direct recruitment^ at 
certain levels* ■

gra.de
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• (ii) The channel or line of promotion,
(iii) The minimum qualifying period of service for pro

motion to the next higher grade.
(iv) The weightage to be given to seniority.,
(v) The manner in which merit is to be judged and 

given weightage for promotion purposes.
(vi) The unsatisfactory character of judgment of merit 

and performance on the basis of annual confiden
tial reports.

(vii) The desirability of having interviews w' th- narks 
for the purpose of promotion,

(viii) The desirability of having qualifying tests by way 
of trade tests or written tests for condition of 
promotion either on a qualifying basis or on a 
competitive basis.

(ix) The composition of selection committees and the
degree of confidence on the part of the workers in 
the objectivity and impartiality of these selection 
committees composed of management representatives 
alone.

3.10 There are wide divergences in the promotion practices
of public enterprises even within a particular industrial area 
like Bangalore, vide appendix 7 of which the main points can 
be seen from the table given on pages 38 and 39.
3.11 From the table it can be seen that differences in the 
promotion practices obtain not only at different levels among 
different enterprises, but also differences exist in the 
promotion practices for the same grade among different public 
enterprises. It is only in the case of the direct labour posts 
in the lower categories that we find some riniformity artypng
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different public enterprises in the industrial area of 
Bangalore. The only exception to this is Hindustan Machine 
Tools Ltd., where even for the promotion from the lowest direct 
labour post of Rs.130-210 seniority and merit are considered*

3.12 In view of these facts, the Study Group feels that pub
lic enterprises located at one place, e.g., Bangalore, Hanchi 
or Cochin, should aim at achieving sone uniform cannons of pro
notion based on standardised job description and job ter
minology. However, the Study Group is aware of the need for 
differences on the basis of very specialised skills required.
In any case whatever percentages for promotions from within are 
considered desirable, level by level, these must be announced • 
and consistently followed from time to tine, so that labour
does not find in promotions a cause for complaint or protest.

• i
3.13 As an adjunct to recruitment and promotion policies, 
the Study Group feels it necessary to emphasise the neetd for 
the management of the enterprises to provide extensively 
training schemes within the organisation for upgrading ‘ 
workers’ skills and increasing their potential for promotion 
within the organisation for specialised jobs so that thjere 
is positive opportunity as well as a feeling amongst tho 
employees that adequate facilities are available in the) 
organisation for the advancement of an employee from th«c 
lowest level of entry to the highest. The Itudy Group J 
observes that such schemes are being operated in some j' 
enterprises but they are not as uniformly prevalent as \ 
they should be in all the public enterprises. This we • 
shall consider next.

I
I
i ’* *
i

I • .



-38-r PROMOTION PRACTICES-A COMPARISON/ _ _____________________________________________________________________________________________________________________ _______________________ _____________ L_______________________________Category ef Hindustan Aeronau- Bharat Electronics Hindustan Machine Indian Telephone Indust-, employees. tics Ltd. Idmited Tools Ltd. ries’Ltd.
Direct LabourPosts:Rs. 130-210 100% seniority subject tc certain conditions like passing the prescribed tests. 100% seniority, subject tc the condition that their confidential reports are satisfactory.Note: Junior candidates will also be promoted if they score 60% or more marks in the prescribed tests.r Rs. 160-310• B.IndirectStaff:
Rs. 1^0-210 Rs. 160-310

Seniority-cum-merit (2Yrs. minimum service and merit cn the basis of Service records.)Note: Tests will be conducted when there is a change in the trade. If no suitable candidate is available within the enterprise, posts are filled by open selection.

Seniority-cum-merit. Minimum seniority is one year and merit will be judged cn the basis of service records and opinion of the departmental head.

B.Indirect Staff:Asst.Supervisors:Rs. 195-375
8s. 240-440

75% by promotion and 25% by open selection.75% by promotion of suitable candidates.
25% by open selection 

? 9

75% by promotion 25% by open selection
This scale is not obtaining

9 9

The procedure followed is the same as for posts upto and including Rs.160-310
9 9

100% by promotion of eligible employees, the criterion being seniority cum merit. Open selection when suitable candidates within the enterprise are not available
9 9

9 975% by promotion (seniority- cum-merit ) 25% by open selection100% by promotion within the enterprise on the basis of seniority-cum-merit. Minimum seniority prescribed is 2 Yrs.i. All non-technical posts in grade are filled by 100% promotion (seniority-cum- merit)ii. Eor technical posts, 50% by promotion and 50% by open selection100% by premotion.Contd.next P



Category of Hindustan Aeronau- Bharat Electncnics Hindustan Machine Indian Telephone Indust-
employees. tics Limited. Limited. Tools Ltd. ries Limited.

Rs. 350-600 75% by promotion and
25% -by open selection

100% by open selection by 
means Of- ad^ertismen^*xc

100% by premotion of 
eligible employees, the i. 50% by promotion

Rs. 500-860

■3

50% by promotion and 100% by promotion

•criterion being seniority- ii. 50% by open selection 
lcum-merit. Open selection
when suitable candidates 
within the enterprise are net 
available.

Same as applicable to 50% by promotion and
50% by open selection Note: Juniors who score Asst. Supervisors. 5C% by open selection.

Rs. 1000-1250 50% by promotion and
50% by open selection

60% or more marks in 
tests will be promoted:

5C% by promotion and
50% by open selection

Spurce: Rote on the procedures and practices relating to recruitment, nromotlnnf
training in public sector undertakings in Bangalore by Shri B.N.Jayasimha, pp. 7-10.
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C• Training

3.14 The Study Group feels that training isoftigmy.”essential
forhtftesfollnwihg reasons; • foil.. • . 'A''*-

Cl) The trainee picks-up the job in the right way 
and the way management wants him to learn.

(2) To make the trainee feel sure of himself by making 
him realise the worth of his job and thus fit him 
to the position.

(3) Training becomes essential when the selected candi
date^ though technically qualified lacks practical 
experience and familiarity with the environment,

(4) In respect of supervisory staff and junior 
executives, particularly when directly recruited, 
training fits them to the jobs and makes them 
effective in their jobs and provides opportunities 
for further advancement in the organisation.

3.15 The Study Group has collected some data on training 
schemes in operation in some of the public enterprises. The 
table given on pages 42 and 43 shows that there are various 
kinds of training programmes prevalent in public enterprises.
They may be broadly classified into three kinds Cl) trainingi
Scheme under the Apprentice Act, (2) inplant-training Schemes 
and (3) teacher training Schemes, The inplant training schemes 
may, once again, be divided into different sub-categories such 
as the pre-employment training, training for general improve
ment, training for improving promotion prospects and for 
re-training. These inplant training schemes of various kinds 
are meant for employees at various levels, i.e«, lower* 
middle and senior levels.

Most of the public enterprises are affording training
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opportunities as required by the provisions of the Apprentice
Act •

2 • In-nlant Tr ai nin/< Schones:
(a) Pre-employment Training: Sone of the big public
sector undertakings like Hindustan Machine Tools Ltd., Heavy 
Electricals India Ltd., and Heavy Engineering Corporation Ltd. 
have instituted pre-employment training schemes for training 
raw hands as operators - semi-skilled and skilled - as well as 
assistant supervisors. The pre-employment training programmes 
seem to be relatively common among the various kinds of train
ing programmes, apart from the obligatory training programmes 
under the Apprentice Act.
(b) Training scheme for general improvements These training 
schemes arc to be found in a very few public enterprises.

•»

(c) Training schemes for improving promotion prospects: Pro
motion is a powerful incentive for increasing the motivation
of the employees. The training scheme which aims at the
development of human resources so as to fit them for higher 
positions within the organisation will not only contribute to 
cordial union-management relations but also bring home to the 
employees that they are not destined to stagnate in the job 
for which they are recruited. Realising the importance of such 
schemes sone of the enterprises like Neyveli Lignite,Corpora
tion Ltd., and Heavy Engineering Corporation Ltd. have insti
tuted such schemes. These appear to be more common than the 
training schemes for general improvement, which aim at 
improvement of the employees for doing the job better.;
(d) Retraining schemes: It is inevitable that in some
public enterprises surpluses and shortages of skilled manpower 
might show up from time to tine. While pre-employment ftrain-



Pre-Employment
Training

APPRENTICE ACT
i

Lcwer level

1.BEL 
2.ITI
3. HAL
4. BEML Lower
5. HEL level
6. KGM ' ! .
Y.H.Ant.L
8. MDL
9. HTL

HAntL 
MLL 
HTL 
IT I 
HEC

Middle
level

i
1.&EL
2. HMT
3. IT I
4. HEL
5. HAntL
6. HEC

Senior
level

I
1. BEL
2. HMT 
3 .HEL
4. HAntL
5. MLL
6. HTL
7. HEC

1.CPT 1, AHL

A. INDUSTRIAL ENTERPRISES

IN-PLANT TRAINING SCHEME
TEACHERS TRAINING 

SCHEME

For Improving Promotion 
Prospects

RetrainingFor General Improvement

Lower
level

Middle
level

Senior
level

Lower
level

Middle
level

Senior
level

Lower
level

T.BEML 1.HEC 1 .HAL
I

1 .NLC 1 .HAL
I

■ 1.HEL
2.NLC 2.ITI 2. HEL 2. HEC

Middle
level

3.WR
4.ICF

3. NLC
4. HEC

B. NON-INDUSTRIAL ENTERPRISES

Lower level

1.RBI 
2.SBI 
3. SB J 
4.SBH
5.SB Indore
6.SSM
7.SBS 
8.SBT 
9.KG

Middle level 
I

1.RBI 
2.SBI 
3. PIC 
4.SBJ 
5.SBH
6.SB Indore
7.SBM
8.SBP

Senior level
1.RBI1
2.SBI
3.SBJ
4.SBH
5.SBP

Lower
level

Middle
level

Senior
level

1.AHL

Source: Data collected by the Study Group

“T
Senior
level

1 .HEL

Key overleaf.
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K E Y

INDUSTRIAL ENTERPRISES

BEL = Bharat Electronics Ltd.

ITI = Indian Telephone Industries Ltd.

HAL = Hindustan Aeronautics Ltd.

BEML= Bharat Earthmovers Ltd.

HEL = Heavy Electricals (i) Ltd.

KGM = Kolar Gold Mining Undertaking

HAnt.L = Hindustan Antibiotics Ltd.

MDL = Mazagon Dock' £fcd.

HTL = Hindustan Teleprinters Ltd.

HMT = Hindustan Machine Tools Ltd.

HIL = Hindustan Insecticides Ltd.

NLC = Neyveli Lignite Corporation Ltd.

WR = Western Railway

NON-INDUSTRIAL ENTERPRISES

RBI = Reserve Bank of India

SBI = State Bank of India

SBJ = State Bank of Jaipur

SBH = State Bank of Hyderabad

SB Indore = State Bank of Indore

SBM = State Bank of Madras

SBS = State Bank of Saurashtra

SBT = State Bank of Travancore

SBP = State Bank of Patiale

LIC = Life Insurance Corporation of India

CPT = Cochin Port Trust

AHL = Ashoka Hotels Ltd.

KG = Khadi and Gramodyog

ICE = Integral Coach Factory

A<
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ing is intended to remedy-.shortages, the problem of re-train
ing skilled workmen in surplus trades has not .received due 
attention. We find from an .analysis of the data supplied to 
us that training schemes to help artisans, in surplus trades, 
viz., moulders and electricians, to switch over to new trades 
like mechanists and turners are in operation only in two
enterprises namely Heavy Electricals (India) Ltd., and Heavy«
Engineering Corporation Ltd,

~ r,- ■ *rr - ' ■ f : , • * ' • " ' t '

(3) Since the training has been taken up seriously by the pub*
lie enterprises it is but natural that with the passage of
time and the accelerated growth of the public, sector, training
schools attached to oublic enterprises may face the problem of 

rr H'v ij. ~~ ■ oa *X- ~ Uh o o.l a i'~.. j --- - *
shortage' of instructors to rman these institutes. Heavy BV-o- 
tricals (India) Ltd., has pioneered a teacher training pro
gramme to ensure an'adequate supply of trained teachers.

3.16 The Study Group is happy to note that training has caught 
on in public enterprises. The..coverage as well as the spread 
of training is growing. The S^udy Group recommends the insti.- 
tution of training schemes to improve employee s’ski Ils, 'emolu
ments end status in such of those enterprises where they do not 
exist at present. In the case of these enterprises that are 
faced with the problem of surpluses and shortages of skilled

• - I '

manpower, the Study Group recommends the institution of re
training schemes. In respect of apprentices or trainees and 
personnel under retraining schemes, there should be uniform 
conditions of service such as stipends, bond periods, Leave . 
facilities etc.

3.17 Training schemes in non-industrial enterprises! Tthe non
industrial enterprises like the-Reserve Bank of India, State 
Bank of India and its subsidiaries and Life Insurance Cor
poration of India appear :to have stolen march over public In-



dustrial enterprises in the natter of comprehensive training 
for. general improvement of the staff on the jobs in which 
they are working. The training appears to be broader and 
deeper in coverage and content. This is mostly related to 
executive and managerial aspects of their performance.

3.18 in conclusion the Study Group realises that there nay
be small public enterprises which may not be able to introduce 
full-fledged training schemes individually and that the highly 
uneconomic character of individual enterprise-wise schemes 
nay block the emergence in such enterprises. The Study Group 
recommends that, at least in a' locality or region where 
several public enterprises are located, common schemes nay 
be evolved‘among the enterprises, especially among the 
snail ones, on a coordinated basis,

3.19 Even in the case of relatively big enterprises, for 
example those at Ranchi, it .may be economical to have co
ordinated schemes of training at certain levels, parti
cularly where extensive laboratory or workshop facilities 
are required. The need for coordination'is certainly greater 
when we c nsider the higher levels of managerial skill.
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CHAPTER IV

Welfare exoenditures

4.1 Almost every enterprise incurs some expenditure on the 
welfare of its employees nowadays. This is true of both the 
public and private sectors. There is no precise definition 
of the term welfare expenditures; these may be understood to 
relate to those programmes of expenditure incurred by an 
enterprise on conferring certain non-wage benefits on the 
employees. Examples of welfare expenditures are education, 
medicine, training,recreation, housing, transport and other 
amenities, which are over and above the contractual wage 
payments as well as the statutory items of fringe benefits*

4.2 Some understand by this term all voluntary efforts 
on the part of the employers to provide the best possible 
conditions of employment intheir factories; or anything done 
for the comfort and the improvement, intellectual or social, 
of the employees over and above the basic wage. In Eeport 3 
of the ILO Asian Ecgional Conference, it is stated that
the provisions of facilities for the promotion of the 
workers1 welfare may be understood as meaning such services, 
facilities and amenities as may be established in the vicinity 
of the undertakings to enable the persons employed in then to 
perform their work in healthy and congenial surroundings and 
to provide then with amenities conducive to good health and 
high morale. A resolution adopted by the International 
Labour Conference at its 30th Session in January 1947, has 
enumerated some of these services and amenities as follows! 
adequate canteens, rest and recreation facilities, sanitary 
and medical facilities, arrangements for travelling to and
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from work and the accommodation of the workers employed at a 
distance from their hone. The report of the Labour Investiga
tion Committee (Rege Committee) of the Government of India 
sets a wide scope for welfare activities; anything done for 
the intellectual, physical* moral and economic betterment 
of workers by any agency. It would include housing, medical 
and educational facilities, nutrition (including provision 
of canteens) facilities for rest and recreation,
cooperative societies, day nurseries and creches, provision 
of sanitary accomodation, holidays with pay, social 
insurance measures, including sickness and maternity benefit 
schemes, provident fund, gratuities and bonus etc.

4.3 It becomes important particularly to consider the 
problem of welfare expenditures in the public sector for the 
following reasons^

(a) Public enterprises are expected to be model 
employers. Apart from setting the pace of welfare expenditures 
in the industrial sector, they constitute, to some extent, an 
agency of national policy on the provision of non-wage 
benefits for workers and the promotion of health, productivity, 
morale and dignity of life on the part of the workers. A 
public enterprise that neglects these responsibilities Is
at once vulnerable to criticism from almost every quarter.

(b) Basically it is in the interest of public 
enterprise as-an enterprise to motivate the workers in every 
way possible - the more so today when the productivity in many 
a public enterprise is rather low. Wage payments are only 
one means of involving the workers in the tasks of the 
enterprise. Equally important, and at some stages really 
more significant, are the welfare amenities offered to them.
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(c) Many public enterprises, engaged in basic activities 
like steel, fertiliser, raining, and heavy engineering, are 
located in relatively renote areas and whole townships had to 
rise almost from out of nothing, in order to attract employees 
to the work site and make their living comfortable in those 
areas. The townships of Ranchi, Bhilai, Sindri and Rupnarainpur 
are good examples. '

Cd) However, there are two factors which seems to limit 
the enthusiasm and capacity of the public sector in general 
in the field of welfare expenditures.

- V

*

Most of the public enterprises, as presented in the 
birds* eye-view in Chapter II, are financially in 
a delicate condition; sone of them, in fact the 
biggest ones, yet make losses or very low profits. 
It can be easily appreciated that enterprises 
whose financial conditions good can voluntarily 
decide on progressive magnitudes of welfare 
expenditures; while enterprises marked by the 
opposite conditions feel crippled in t heir 
ability to incur high welfare expenditures,
however much they desire to do so.

(ii) Recently a slow-down has marked the housing and
township programmes of certain public enterprises, 
partly as a sequel to the national desirability of 
maximising the use of scarce resources for pro
ductive expenditures. The point is not that housing 
has to be stopped, but the rate at which housing 
expenditures are incurred is under some restraint • 
today, unlike in the early days of the public sector.
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4.4 The Study Group has collected representative data on 
welfare expenditures incurred by public sector undertakings* 
The following exanples - Fertiliser Corporation of India Ltd., 
and Neyveli Lignite Corporation Ltd. - are presented in 
illustration of the extensive welfare provisions na.de by 
public enterprises.

Welfare expenditures in FertiliserCorporation p 
W.)

e Expenditure

a) Housing (Repairs to buildings) 
Interest on capital expenditure at 6$

b) Electricity
i) Maintenance

ii) Energy charges paid to P,S*E<S#
c) Water supply

Repairs and naintenance
d) Roads

Repairs and maintenance
e) Transport

i) Repair and maintenance 
ii) POL

RS«:
1966-67
1,17,895

18,45,399

21,504
2,19,945

51,841
51,841

23,852

1,72,016
69,662

Total Rs 25,73,955

na.de
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Welfare expenditures in Fertiliser Corporation of India Ltd
(Esnsal Unit)

Income from employees Rs, .
1966-67

i) Rent recoveries 5,32,819
ii) Water charges 5i,r?2

iii) Electricity 1,31,274

Total Rs. 7,15,285

Subsidy involved 13,58,670
No. of employees 4,013
Subsidy per employee Rs. 463.16

Welfare expenditures in Neyveli Lignite Corporation Ltd.

fiasaBye ^agpiitu^a* Rs.

a) Housing
1966-67

96,77,484.83
b) Electricity 12,37,635.82
c) Water supply 27.60,040.77
d) Drainage 10,70,093.42
e) Roads 10,26,631.54
f) Medical 26.14,053.32
g) Education 14,15,659.25
h) Health 7,54,788.24
i) Recreations 4,26,624.76
j) Transport (Commercial Bus Service) 19,82,795.29

Total Rs, 21,29,65,807.24

* Includes interest on capital expenditure, depreciation, 
maintenance expenditure and T.A., administrative charges 
(direct supervisory staff) allocated to various items.
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Welfare expenditure in Heyveli Lignite .Cor.po.r.a'

Incone from employees X966-6Z

a) Housing Rs. 22,92,576.25
b) Water supply 2,79,613.53 -

c) Medical 70,423.69
d) Education 2,54,565-15
e) Recreations 1,242.79
f) Transport (Commercial Bus Service) 11,48,969.04

Total Rs. 40,47,390.45

Subsidy involved
♦a) Housing Rs. 73,84,908.58

b) Electricity 12,37,635.82 I

c) Water supply 24,80,427.24
d) Roads 10,26,631.54
e) Drainage 10,70,093.42
f) Medical 25,43,629.63
g) Education 11,61,094.10
h) Health 7,54,788.24
i) Recreations 4,25,381.97
j) Transport (Commercial Bus Service) 8,33,826.25

Total Rs. J. ,89,18,416.79

Total number of employees 
Subsidy per employee

17,466
Rs, 1,083.15

w

Source; Data collected by the Study Group

i
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4.5 One of the features of welfare expenditure in the public 
sector, which struck the Study Group distinctively, is that 
there is a great dissimiliarity in the relative magnitudes 
of welfare expenditures among the public enterprises. The 
following table shows that their revenue expenditure on labour 
welfare as a percentage of the total wage bills varies 
between 5% .and 38$ among the 15 enterprises for which 
adequate data have been collected. Likewise the annual 
per capita revenue expenditure on labour welfare varies 
between Hs.166 and Rs.1461 among those 15 enterprises.
There is no relationship of a high average wage and a 
high or low welfare expenditure figure, in either of the 
two senses outlined■above. The Study Group feels that 
the actual commitment on welfare expenditure has been the 
result of either historical circumstances C’ the remoteness 
of the factory, in question.

A

* „ /
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Ex2:enditure. on Labour Welfare in Public, -Sector.. Undertakings

Percentage Annual
Total of revenue per capita

SI. No. of Average expenditure revenue ex
No. None of the under-enolo- pay per on L.W. to penditure *2

taking yees month total wage on labour
bill. welfare

1.
/
Hindustan Machine 
Tools Ltd. 1 & II, 
Bangalore. 5236 335 16 627

2. Hindustan Machine 
Tools Ltd. Ill,
Pinjore 2180 251 9 276

3. Hindustan Machine 
Tools Ltd. IV, 
ICalanassery 2140 244 18 534

4. Hindustan Machine 
Tools Ltd. V, 
Hyderabad. 1743 212 15 381

5. Hindustan Machine 
Tools Ltd. Watch 
Factory 1152 217 28 735

.6 • Fertiliser Corpora
tion, Nayananga 1 4013 247 5.5 166

7. Hindustan Antibi
otics, Pinpri 1955 311 24 898

8. Bharat Electronics, 
Bangalore 6736 218 29 761

9. Hindustan Organic 
Chemicals, Rasayani 325 428 7 373

10. National Instru
ments, Calcutta 1290 344 8 350

11. Indian Drugs & Phar- 
maceut i c a1s, Madr as 1138 217 15 398

12. Fertiliser Corpora
tion, New Delhi 377 599 21 1279

13. Indian Rare Earths, 
Udyognandal 338 38 1461

14. Bharat Heavy Electricals 
Ltd., Hardwar 3069 302 9.5 345

15. Fertiliser Cor. of 
India, New Delhi 2086 327 6,4 389

gojijaco: Data Collected by the Study Group

>-
♦ g

c <
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4.6 The nain item of welfare expenditures has been townships* 
From the excellent material collected by the Committee on 
Public Undertakings, we find the different public enterprises 
stand at different levels with regard to the proportion
of township capital expenditure to the total capital ex-, 
penditure of the enterprises. Illustrative.data arc shown 
in the Appendix No. 8.

4.7 The Study Group also finds that there is a high
degree of diversity among public enterprises in the pro
portion of workers provided with houses. That the welfare 
commitments of the public enterprises varied widely from one 
another is shown by the following data on the elements of 
subsidy involved in such enterprises.
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Subsidy, as, percentage.,, of Revenue Exaonditu.ro. o.n To-wnshios 
• oM Welfare (1966-67)

Public Enterprise”' X

1. Hindustan Aeronautics Ltd.
(B angalor e Division) 63.44

2. Heavy Electricals (India) Ltd#
(includes depreciation and interest)

63,81

3. Garden Reach Workshops Ltd. 60,18
4. Kolar Gold Mining Undertaking 

<1965-66)
76.83

5. Hindustan Insecticides Ltd.
Alwaye Unit 81.02
Delhi Unit 26.66

6. Hindustan Antibiotics Ltd. 66.34
7. Indian Telephone Industries Ltd. 75.39
8. Neyveli Lignite Corporation Ltd. 82.98
9. Mazagon Dock Ltd. 13.52
10. Integral Coach Factory 52.63
11. Cochin Refineries Ltd. 58.52
12. Security Press 12,43
13. India Government Mint (1965-66) 52.20
14. Cochin Port Trust 28.57
15. Madras Port Trust 19.09
16. Heavy Engineering Corporation Ltd. 82.65

Note; Data not exhaustive: diverse methods of
computing expenditures have been employed 
hy the enterprises which supplied the data*

Source: Date “supplied- by the- Nati oiral Commission

I

Exaonditu.ro
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4.8 One of the operational reasons for the diversities 
in the welfare expenditures by public enterprises is that 
the financial conditions of enterprises vary greatly from 
one another. This point nay be illustrated most forcefully 
from the expenditure of even a single enterprise whose 
plants in different places are narked by diverse financial 
potentialities. For example, the HMT factories of machine 
tools and watches in Bangalore, and of machine tools in 
Kalanassary record varying financial results. Understandably 
the management is inclined to the view that, beyond basic 
minima, the actual provisions of welfare benefits may vary 
among the factories, and that, as a factory improves in its 
surplus potentiality, the eligibility of its labour to 
improved welfare expenditures should also increase. From 
the side of the workers the reaction is generally different; 
for they feel that welfare provisions are more or less a 
desired obligation of a public enterprise irrespective of 
its capacity. The Study Group is of the view that some 
guide lines have to be set up by the government on the 
permissible differences in the quantum of welfare expendi
tures which an enterprise -with factories of different 
financial potentialities may incur at the different places.

4.9 In fast the Study Group considers it as even more 
important that public enterprises spending quite different 
amounts on welfare benefits ought to be given some clear 
guidance by the government on the extent of provisions that 
should be minimally.aimed at by any or every unit in the 
public, sector. Theoretically, the maximum limit also needs 
to be prescribed.
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4.10 The Study Group is of the opinion that the minimum 
quantun of per capita welfare expenditure nay he approxi
mately deternined for public enterprises in general, with 
appropriate allowances for special locational factors.
Over and above this figure, wolf rare expenditures should be 
linked with the surplus potentialities of an enterprise.
Here by surplus we should mean clear surplus, remaining 
after ajj. costs, depreciation, and finance charges are net.
A sliding scale nay be formulated, according to which, as
the surplus increases, a varying, probably slightly declining, 
percentage of surplus nay be made available for welfare 
expenditures. Such a linkage will have a two-fold effect.
It protects the workers1 prospects connensurately with 
the capacity of the enterprise; it does not damage the 
interest of other clainants to public enterprise surpluses, 
namely the consumer and the public (or tax payer) at large.

4.11 The Study Group had occasion to consider certain
adninistrative aspects of the welfare expenditure programmes.
It was brought to the Group’s notice by sone workers that

. —•

the administration of welfare itens ought to be streamlined, 
so that the full value of the noney spent night be realised 
by the workers concerned. The Study Group recommends that, 
instead of merging the welfare functions with several other 
and more established functional areas of management, the 
welfare itens should be co-ordinated under a Welfare Officer, 
with the required staff under him. In fact a specific budget 
should be set up for the welfare department; and the head 
of this department should be on the pay roll of the enter
prise itself.

4.12 The Study Group recommends that, where the size of 
operations and the working force of an enterprise is too small 
to permit it to launch such welfare programmes as a school, or
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full-fled*ged recreational facilities, attempts should he made 
to co-ordinate its programmes with those of any other public 
enterprises in the same locality or region. In fact resources 
may be pooled wherever possible, and the best possible facility 
provided with the a id of the combined resources. For example, 
elementary schools nay be run by each enterprise but a good 
high school or a school specially for girls ray. only be run, 
in some localities, by pooling the resources of the local 
enterprises. Places like Bangalore, Ranchi, Durgapur, Nangal 
and Cochin may particularly work out the possibilities in this 
direction.

4.13 A suggestion which came up in the discussions of the 
Study Group was that a Welfare Ministry for public enterprises 
may be set up at the central level. The opinion was divided 
on this proposal. We recommend to the Commission that this 
proposal may bo considered in its broad perspective; and we 
suggest that both public and private enterprises of a commer
cial character should come commonly within the purview of such 
a ministry, if and when created.

4.14 A specific question which was discussed by the Study 
Group related to the possibility of laying down the extent to 
which housing should be compulsorily provided by every public 
enterprise to its employees. The opinion was divided on such 
a compulsory stipulation, for the circumstances justifying or 
necessitating a certain number of houses in the case of a public 
enterprise depend greatly on local considerations. For example, 
how near the factory is to a town or to villages from which 
workers are drawn, is a serious determinant. However* the Study 
Group is of the opinion that, though such a standard stipulation 
may be undesirable, the Government should work out with every 
public enterprise the detailed programme and extent of town ship



facilities to be provided by it eventually. Further the Study 
Group recommends that the criteria of house allotment should 
be clearly laid( down and that, as far as possible, the employees 
should be associated with the formulation as well as the impli- 
mentation of the rules.
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CHAPTER V

5-1 We are aware of the constitution of another* Study Group 
to look into ’’Incentives and Productivity.” We therefore 
felt that it would he appropriate if we focussed our attention 
on the special problems associated with the introduction <£f? 
incentive scheme in the public sector.

In sene of the public enterprises incentive schemes have 
been introduced on .an ad-h c basis without scientific work-load 
studies and fixation of standards of performance. Hindustan 
Steel Limited may be cited as an example in this content. The 
original incentive scheme entitled "H.S.L. Bonus Scheme” was 
introduced in haste in 1961 without any work-load studies at all©
It nay be that the scheme was introduced because of the severe 
shortages of steel in relation to the demand at that time and 
also because of the public criticism that the public enterprises 
and especially the steel plants were not working to their capacity. 
The fact, however, remains that the last units of the plants 
were commissioned late in 1961 when the incneddve scheme was just 
introduced. This implies that the plants were still in gesta
tion period and could not be expected to operate at full capa
city. On factual considerations it may be assumed that in course 
of time the plants would have operated at least at the normal 
level once the gestation period was over. It is, therefore, 
in this context that the incentive scheme may be considered to 
have been introduced prematurely,

5.3 Another related aspect is the introduction of incentive 
schemes in public enterprises without the necessary conditions 
obtaining in the enterprises. The introduction of an incentive
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tools and free flow of material* There are instances in pub
lic enterprises where incentive schemes have been introduced 
when these conditions were not satisfied. The Singareni 
Collieries Company Limited has introduced incentive schemes 
for various categories of workers in their collieries. The 
norms of performance for categories of workers like coal fill
ers, trammers and banks'*""?. and machine mining operators were 
fixed without relationship to the practical situation of the 
availability of the required equipment. In the case of coal 
fillers and trammers and banks-man the amount of work done 
by then depends upon the number of tubs made available to the 
respective categories of workers. In practice it was found 
that their performance was low because of the inadequacy in the 
supply of proper number of tubs required by the workers.
In the case of machine mining operators, the standards of per
formance were fixed on the basis of certain number of machines.
In actual practice they were never supplied with the required., 
number of machines on the basis of which their standard of 
performance was fixed. So much so ,the workers never got 
any incentive bonus at all.

5.4 In the light of this, the Study Group feels that the 
incentive scheme should be Introduced after scientific fixation 
of work-loads and proper assessment of physical and technologi
cal conditions.

5.5 An analysis of the data collected by the Study Group re
veals that out of fifteen enterprises surveyed, five did not have 
any wage incentive schemes. They are Heavy Engineering Corpo
ration Ltd., Hindustan Teleprinters Ltd., Neyveli Lignite Corpo
ration Ltd. Surgical Instrument Plant of Indian Drugs and 
pharmaceuticals Ltd.and Hindustan Antibiotics Ltd, The physical 
conditions in Heavy Engineering Corporation Ltd. and Neyveli Lig
nite Corporation Ltd, are such there is no scope for utilising 
the capacity fully for some time. In such a situation the 
Study Group recommends that the managements should firmly set 
their face against any pressure for the introduction of incentive 
schemes.
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5.6 Some of the incentive schemes in existence in public 
enterprises are production-oriented and not labour-productivity 
oriented. In such cases the attempt will be only to raise the 
production levels without consideration .of costs. This may 
result in increased labour force, or this may not at least 
reduce the surplus labour force as the labour productivity is 
not taken into consideration. This, in its turn would lead 
to increased absenteeism.and'increased over-time payments to 
the workers. An interesting example in this connection is 
Hindustan Steel Ltd. It has been clearly brought out by the 
Estimates Committee, that there is surplus labour force in 
the steel plants of Hindustan Steel Ltd. and one of the pro
blems being faced by the plants of Hindustan Steel Ltd.; since 
the introduction of incentive scheme is that of increased 
over-tine payments to its workers. The Study Group, therefore, 
strongly recommends that incentive schemes should be linked 
with labour productivity either directly or indirectly so as 
to avoid increased labour costs.

The public sector is characterised by multi-plant enter
prises. The introduction of incentive schemes in such enter
prises creates certain unique problems. For example, on 
account of the earlier start of a unit and the propitious 
conditions obtaining therein,management might consider the 
introduction of an incentive scheme feasible. The conditions 
in other plants subsequently established may not be propitious 
for the introduction of similar incentive schemes either be
cause that they are new enterprises or they have not still 
passed ever the period of gestation. Secondly* the nature of 
equipment and the level of utilisation of equipment may be 
different in different plants. Hindustan Steel Ltd.* may again 
be quoted as an interesting example. The incentive schemes
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in Hindustan Steel Ltd, envisage incentives beyond 100$ achieve
ment of the capacity. Originally there was a provision for 
bonus of 50$ at 100$ achievement of the capacity. Later on it 
was revised to 70$ for 120$ achievement of the capacity. How
ever > the nature of equipment in the three plants is different. 
The inbuilt capacity of Bhilai Steel Plant was more than the 
project report capacity. Whereas in the case of other plants 
there was no such hidden capacity. Even though the incentive 
rate for the workers in the three plants waf uniform, the 
potentialities of incentive earnings were different because 
of the differences in the equipment cited above. This may 
lead to frustration or jealousies among the workers in the 
three plants. An interesting question in this connection is 
whether uniform incentive schemes should prevail or whether 
incentive schemes should go into effect simultaneously in 
multi-plant enterprises. The Study Group feels that in
centive schemes should be tailor-made plant-wise in a multi
plant Enterprise in the public sector.

5.8 Many of the public enterprises were also characterised by 
monopoly market conditions. Indian Telephone Industries and 
Hindustan Aeronautics Ltd. come to mind immediately. The 
introduction of incentive schemes in such enterprises might 
in practice result in managements giving away too much for too 
little to the workers at the cost of the consumer. The problem 
that would arise in this context is the sharing of gains by 
way of improvement in the productivity or decline in the cost 
of production of the enterprise consequent upon the introduc
tion of incentive schemes• The consumer interest should not 
be neglected in sharing the gains of increased productivity 
through incentives. The Study Group recommends that in mono
poly enterprises care should be taken to ensure that incentives
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do not tend to do the work of mere wages and that incentive 
earnings result only from increased productivity. It is advis
able that all incentive schemes are drawn up in consultation 
with the trade unions as far as possible.

5.9 In conclusion, the Study Group feels that the introduc
tion of an incentive scheme should be preceded by a proper 
fixation of standards of performance andthe coverage of diff
erent departments like maintenance group, the management group 
and the head office group should be done in a way so as not
to increase the cost of implementation of the scheme in re
lation to the benefits that it confers. The incentive scheme 
should take into consideration not only production and pro
ductivity but also material utilisation, inventory turn-over 
etc. An ideal example in this connection is the production’ 
incentive scheme of Hindustan Insecticides Ltd. In general* 
many public enterprises are still passing through gestation 
and their productivity is rather low. Under these conditions 
the Study Group recommends that incentive schemes should not 
only aim in theory at raising productivity but be intimately 
linked in practice with productivity attainments.

5.10 The basic conflict which underlies the majority of* the 
manifestations of industrial disputes, is the natural desire 
on the part of the workers as an.organised group, to increase 
the total pay packet and the difficulty of management in trying 
to contain it so that the' economic viability of the undertaking 
is not jeopardised. Whilst in the sense, the problem i.s 
common to both private and public sectors, there are certain 
peculiar facets which make the problem more complicated in
the public sector. No isolated wage policy for the pubfLic
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5.11 This desire of the workers make thorn to take at present,
recourse to all methods cud avenues, reasonable or otherwise,
to press for additional sains. Practices like manipulation
of over-time, bargaining for lowering incentive targets, job
demarcation disputes with a view to delimit;,the work content,<
demand for higher posts and quicker promotions are all strongly 
motivated and conditioned by the fact that by and large* 
workers find it difficult to make both ends meet in a phase 
of rising prices which would characterise, in a greater or 
lesser degree, any developing economy, The concept of 
’’need-based wage” is therefore the foremost pressure and 
consideration on the part of the trade unions sponsoring economic 
demands and disputes. It is needless to add that the expecta
tions in this regard, are naturally higher in the public sector 
as it is also identified, generally, with the image of a wel
fare state.

5.12 hs often observed throughout this report, private sector 
undertakings, by the very nature of their products and invest
ment objective, are in a somewhat better position to meet this 
pressure to some extml from rime to time. Sven when basic 
wages are identical,the annual profit bonus makes a substantial 
difference.

5.13 In the case of the public sector, however, a number of 
handicaps prevent them from taking this course, the foremost 
being the fact-that most of the public undertakings are in 
basic or i nfra-structured industries with very heavy capital in
vestments and long gestation periods. The only two courses 
open to the public sector undertakings to combat this burden
of capital would be to gam advantages in the wage element of 
the cost and togaim in productivity all-iound on raw material, 
equipment, as well as lab ,ur y oductivity. In this cff<ort*a
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confliot inevitably arises because of the fact that the
national economy itself* in its 'present stage* is unable to 
provide need-based wage all-round. The improvement of the 
national economy is itself linked with the public sector under
takings .achieving their full surplus potentials. Furthermore* 
they supply the basic requirements the prices of which may have 
to be regulated as a matter of policy and this might lead to 
low profits or no profits.

5.14 This vicious circle can only be broken by the formulation 
of a national income and wage policy. Whilst in a labour-surplus 
economy like ours?one could expect advantages of comparatively 
cheap labour* yet for the very reason there are pressures on 
employment. Such pressures are naturally felt most in the public 
sector undertakings started during the second and third plans. 
Overmanning* therefore* has resulted in counteracting the 
advantage of lower wage levels in our country. The fact that
by and large workers in most of the public sector undertakings 
are comparatively better placed as far as- total emoluments are 
concerned than the workers in many other sectors of the economy* 
does not t-ake the workers in the public sector any more con
tented because they are still short of a satisfactory standard 
of living. A national wage policy is* therefore, again necessary 
to determine the fair share of wages for all sectors of the 
economy in relation to the total national income* in this crucial 
stage of the growth of our economy.

5.15 The Study Group is aware that the Wage Boards are playing 
a significant role*taking different industrial sectors at a 
tine. But,by and large, the Wage Boards1 task had to be limited 
only to the more immediate issues by way of determining the 
degree of relief to provided to the workers in the changed 
circumstances Ty compromise between the increased cost of liv-
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ing and the ability of the industry to pay without inhibiting 
its growth and survival completely,

5.16 Some revision of wage scales under rationalisation within 
an industry, is done also by the Wage Boards, but a basic exam
ination of the wage structures has not taken place in a 
significant manner.

5.17 Some industries have adopted job evaluation and point 
scales for the purpose of determining basic wages but it is 
open to doubt whether the weightages given for the various 
elements of the job value such as education, skill, physical 
effort etc. are in fact related to the changed working con
ditions such as the emergence of matriculate and higher quali
fied people as workers at the basic level including unskilled 
levels* This is important as the historical basis of the wage 
structure in our industries is linked with the past when manual 
labour was cheap and greater reliance was placed on manual work 
as opposed to higher skills. In this connection,it may be re
membered that the public sector includes a higher proportion of 
enterprises oriented towards new and sophisticated technologies.

5.18 in the absence of these fundamental issues being tackled 
by a national wage policy, ad-hoc solutions are being attempted 
with the result that anomalies have appeared and disputes on 
wage scales are fairly common in the public sector. The basic 
wages in different categories of skills among enterprises of
a similar nature tend to be different. For example,the Welders 
of the HAL are paid less than in the industries of Durgapur. 
Whilst the Study Group feels that there would be regional 
variations in the cost of living etc. which could be compensa
ted by suitable allowances, there is great scope for standardi
sation of the nomenclature and job contents for similar work 
throughout the public sector industries.
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5.19 It has already been mentioned that there is a great deal 
of disparity in welfare amenities like township facilities, 
medical aid and transport etc. as between the public enterprises 
themselves * In computing the real wages of the workers these 
should also be taken into account. If this is done, then the 
anomalies become sharper. For examp le, it is emphasised that 
Hindustan Aeronautics Ltd. provides residential accommodation
to only about 10$ of the workers, Hindustan Machine Tools Ltd. 
to 25$ of its workers, Hindustan Steel Ltd. to about 40$ and 
Neyveli Lignite Corporation to over 60$.

5.20 In conclusion,-the Study Group feels that since the pro
gress towards a need-based wage can only be made through higher 
productivity, it could be done only through a basic acceptance 
by the trade unions in the public sector of the economic limit
ations and economic objectives of the public undertakings and 
making joint efforts to reduce the period of waiting for attain
ing the need-based wages. Sven in this matter, the ability of 
particular undertakings within the public secuor to afford r' 
wages or even the public sector as a whole bc-ing able to do so 
at some stage may not necessarily mean that the national 
economy as a whole could afford to do so. Therefore^the Study 
Group feels again that the Commission may consider the question 
of the best means for setting about the formulation of a 
national income and wage policy with the participation of all 
the major trade unions and employers1 organisation in the 
country, so that individual wage policies and disputes could
be settled within a definite framework*.

* See points of dissent by Shri M.S.Krishnan
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CHAPTER VI 
I ndu str i a. 1 Relations

6.1 In dealing with the problems of industrial relations, 
the Study Group sought to highlight the more fundamental issues 
for the attention of the Commission, since special Study 
Groups have already been set up for a. detailed study of labour 
legislation and their implementation in deta.il.

6.2 These fundamental issues concern the form and the content 
of industrial relations. The former again has been dealt with 
in two broad groups. The first relates to labour legislations 
which determine the formal mechanics of regula.ting industrial 
relations statutorily. Tho Study Group has touched upon sone 
of the basic aspects of tho more important labour laws which 
need re-consideration.

6.3 Secondly, given certain statutory mandates governing the 
formation and recognition of trade unions, the machinery for 
grievance settlement, conciliation, adjudication, the ba,sic 
service conditions like hours of work, leave etc., the problem 
of administering these legislations assumes great importance. 
The largest concentration of investment as well as employment 
being under the aegis of the Central Government, the Study 
Group has discussed the pros and cons of administering the 
labour laws governing industrial relations centrally, as 
opposed locally by the state governments.

6.4 The fundamental issue in regard to the content of in
dustrial relations in public sector undertakings is one of full 
participation and involvement of workers and management in 
achieving tho common objective of the undertaking. The Study 
Group has therefore chosen to deal with this aspect under the 
scheme of Joint Management Councils, their evolution, function-

deta.il


-70-

£

-

V

*
‘X

x >

ing and limitations and the extent to which these could he 
made to help towards real participation.

A • ' Labour legi s lat i o,n .and, implement at i on

6.5 As a special Study Group has already been set up for 
the study of labour legislations and their implementation, 
this Study Group confined itself only to some broad obser
vations on-some of the important aspects of the present labour 
laws vis-a-vis their imolernentation in the public under-i
takings.

6.6 The Study Group feels that the time has come for a review 
of the plethora of Industrial Acts and to streamline the pro
cedures, the returns and the various machinery set up under 
these Acts.

6.7 The Study Group further feels that the rule framed und^r 
some of these Jfccts in different states differ in important 
details and therefore pose problems for multi-plant units 
operating in different sta.tes. This aspect has been debit 
with in detail whi-ch the Study Group discussed the pro$
and cons of centralising the administration of industrial 
laws in so far as the Central Government undertakings arc 
concerned.

6.8 The Study Group would draw the attention of the Com
mission to some of the important lacunae in the present Acts 
and their implementation and hope that the special Stud*y 
Group on labour legislation weSd have adequately dealt' with 
these.

6.9 Factories Act 1948

(a) The scope of application of the Factories Act could 
be re-examined as at the moment the AM covers different sec
tions of the same unit which have different activities .and
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working conditions and need special treatment e.g. research 
centres or research units in an undertaking, Such an under
standing can only be reached and imposed at the national level 
and not at the local union level.

(b) Violation of the Factories let have been recorded
in the public sector undertakings from time to time, but these 
are generally of a minor nature such as inadequacies in first- 
aid boxes, creches, spi'toons, rest rooms and lunch rooms, 
urinals etc. By and large, the public sector undertakings have 
been implementing them.

(c) The need to reduce the number of returns to be ren
dered has already been mentioned.

(d) It has been brought to the notice of the Group that 
the ihspection by the Factory Inspectors could be improved.
Some suggestions were ma.de that training should be given to 
Factory Inspectors and they should be provided with independent 
means of transport. They should also be given ’’check list” 
for theirinspection works. It has also been suggested that 
the advisory role of the Inspectorate of Factories should be 
more emphasised and positive, than those present punitive role. 

2. ^-hon.s and Commercial Bstabli shment s. let
i ;

6.10 In some undertakings whilst one group of employee^ is 
governed by the Factories A$t and other Acts relating t,'o > 
industrial workers, other groups come under the Shops aind 
Commercial Establishment Acts in the same unit. It should be

, r'

possible to operate one Act for an entire unit.

3• V.Lorkmen1 S- Compensation Act

6.11 A suggestion has been made that the limit of application 
of this Act should be raised to cover employees in receipt

ma.de


of Rs.500/- p.m. and ebyond as many large establishments have 
a number of employees in the higher ranges to whom the benefit 
of this het could be extended.

4. -Industrial Employment (Standing Orderg) Act * ^946

6.12 At presentj before certification of standing orders 
employees and the management are separately heard. This re
sults in negotiation and ultimately leads to variations in 
details in the standing orders betwo-en unit to unit in the 
same company or region. The -tudy Group feels that there is 
a case for uniform statutory St nding Orders for all central 
undertakings.

6.13 The problem arising out of different rules framed by 
different state government authorities under this Act has al
ready been dealt in detail elsewhere. The other problem in 
regard to the machinery for settlement of disputes set up 
under these Acts which affect centre state relationship have A*-* 

also been discussed in detail.

6.14 The Industrial Disputes Act provides for formation of 
works committees on an elective basis whereas the recognition 
of the trade union under the 1LC Code of Discipline follows a 
different principle. This leads to considerable difficulties 
resulting in violation of the Act inasmuch as some undertakings 
are unable to form Works Committees where inter~union rivalries 
and recognition issues are'unresolved.*

6. Trade Unions Act

6.15 This act does not legislate for the proper method

See points of dissent by Shri M.S.Krishnan
I
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of recognition. Although an amendment to this Act was passed 
in 1947, its implementation has been deferred sine die and 
since this is the crux of the labour problem in the public 
secto^ the sooner a proper method of recognition of Unions is 
evolved and statutorily la.id down, the better.

6.16 Seven-employees can get together and form a registered 
■union. This is harmful and a minimum percentage to the total 
strength should be Laid down as a condition of eligibility 
for registration of a trade union*.

7• Employment Exchanges _(Compulsory Notification, of 
vac ancle s J- Act 1959
The Study Group's view on this has already been recorded 

in Chapter Ill dealing with Recruitment, Promotion and Training.

B. Administration of. labour laws

6.17 On the question of centralising the administration of 
industrial relations in so far as the central government pub
lic enterprises are concerned, the Study Group feels that there 
are several reasons why such a step may prove to be of 
advantage.

(a) When the labour relations are centralised,the Govern
ment of India can afford to take an all-India view on the pro
blems relevant to^jjhe issues involved; this seems to be desirable 
in the sense that the way in which any point concerning labour
is decided in one public enterprise has repercussions inevit
ably on the other public enterprises.

(b) The need for such a uniform approach is particularly 
great in the case of central government enterprises which are

* See points of dissent by Shri M.S.Krishnan



multi-plant in nature and have factories and labour forces 
spread over several states. It will make for smoothness in 
management relations with workers in such cases if some degree 
of uniformity were to prevail in regard to all matters con-

• cerning labour such as service conditions in the different 
plants of which the enterprise is composed.

(c) It is contended in some quarters that the efficiency 
of administering labour relations may be of a superior order 
when the central government takes it over. The difficulties that 
may arise out of divergent approaches of different state 
governments in regard to labour and also differences in labour 
legislation .prevailing in different states would be avoided if 
labour and industrial relations in regard to public sector are 
entirely within the purview of the central government.

(d) It is argued that the centralisation of industrial 
relations will not involve a new principle, for there has been 
a trend towards the centralisation of certain other matters re
lating to public enterprise operations and administration. For 
example, a bill has just been introduced, under which the 
security forces on public enterprise promises will be taken 
over as central government responsibility.

(e) -.lready labour relations in the coal industry are a 
central subject; in fact the entire area of mining constitutes 
a central subject. There Is no reason why other industries 
should not bo added to this list, particularly because very 
often mining is combined with' other industries and difficulties 
arise in defining the jurisdiction of the central and state 
governments in regard to the industries concerned.

, 6.18 On the other hand, the Study Group is aware of certain
difficulties that will complicate the centralising of labour 
relations.
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Firstly* if labour relations are centralised but law and 
order remains a state subject, as it must, it seems to be 
difficult and in several situations impossible to draw a line 
of demarcation between what may be described as a labour rela
tion situation, and what may be termed as a law-and-order situa
tion. If the former becomes a central responsibility, the 
demarcation of the relative roles of the central and state 
governments will become a difficult task; and the consequen
ces for the enterprises in time's of labour strife may be worse 
than what they are today.

Secondly, labour is not simply an economic question; 
it constitutes an area highly prone to political pressures.
The process of administrative decentralisation in the country 
Is so established that it may be unrealistic to assume that 
the political forces at the state level will let the important 
area of labour relations be taken over by the central govern
ment. The fact that different states in the country are under 
different political patterns at the level of administration 
and are characterised by dissimilar shades of political set-up, 
makes the centralisation of labour relations far more difficult 
than it might have possibly been,had there been a monolithic 
system of governance over the entire country.

Thirdly, it is appropriate that the labour problems of 
an enterprise are settled, as far as possible, at the local 
level in the background of the human factors influencing the 
enterprise, its workers and the management. Since the manage
ment and the workers ha,ve to operate within the local circum
stances and since both sides may have to depend, to some extent, 
on the local political situation as well, it may be inadvis
able to try to insulate them totally from the state govern
ment’s concern with labour relations.



Fourthly3 the question arises as to why the. centralisa
tion of industrial relations should he resorted to in the 
case of the public enterprises alone. For example, if the 
state government is good enough to assume the responsibility 
for the Tata Iron and Steel Company, can it not be entrusted 
with the same responsibility for the Hindustan Steel Plants?
In this context^it is relevant to note that the central govern
ment happens to be the largest single industrial owner and 
employer of labour spread over all the states of the country 
and that the central government is directly responsible for 
the performance of the central public enterprises as well as 
for the industrial peace> end well-being of workers in these 
undertakings. The sheer magnitude of the investments involved, 
the regional spread of the operations and the requirement of 
uniformity in regard to service conditions seem to warrant 
special treatment in this case in favour of centralising the 
industrial relations.

6.19 In conclusion, the Study Group is of the opinion that the 
argument for centralisation seems to be fairly strong on 
theoretical grounds, though in practice the Group feels that, 
considering the political conditions at the state level, this 
question calls for a reconciliation between the specific in
terests of the central public sector as presented above with 
broader administrative considerations regarding industrial 
relations in t he country, as a whole -and the division of powers 
and responsibilities as between the centre and the states*
The Study Group commends to the Commission the idea that the 
government may promote, in some form, a consensus among trade 
unions on the one hand and the managements on the other on the 
question of centralising industrial relations, as distinct 
from other matters like law and order, before a final con
clusion is arrived at in this regard*
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C ♦ Joint M.ano.ge.mont Councils,

6.20 Modern large scale economic organisations, both in the 
■public sector and private sector, while contributing to the 
economic well-being of the community have also given rise to 
certain labour problems viz* boredom and stifling of creativity 
on the part of the. employees, resistance to change, and overt 
acceptance and covert resistance of managerial decisions*

6.21 In order to find solutions to the above mentioned problems 
and to underiiine the fact that management and labour are part
ners in the enterprises, the Whitley Councils had been set up 
in England in pursuance of the Whitley Report of 1917* ihose 
councils were advisory in nature and had a chequered career*
In post independence era in India, planned economic develop
ment brought into existence mighty industrial accivity in both 
the sectors* The idea of workers1 participation in management 
was initially voiced by the late Prime Minister JawaJaarla.l Nehru 
in one of his addresses to a. workers rally in 1954* ±he move
ment has gathered, momentum over the years* In the inicial 
stages of the Second Plan, and in this ray be covered the pcx*- 
iod up to the beginning of 1958, the process of participate n 
had hardly begun. The important push it received was when the 
first seminar on workers1 participation in management was con
vened in 1958. In this seminar, after a detailed, discussion 
between the representatives of management and labour* it was 
agreed to demarcate the functions of joint management, council,?*

6.22 The scheme of joint management councils which is synony
mous with workers1 participation in management was intended
(l) to provide management with advice and (2) to give employee^ 
the feeling and thrill of participation in managerial deci
sions affecting 'tchem. The scheme envisaged not only to increase 
productivity or -production but also to improve the living and.
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working conditions of the employees and also to usher in a 
socialist order and to make the private sector also fit into 
such scheme. The Industrial Disputes Act 1947 also envisaged 
the setting up of works committees in all industrial establish
ments in order to provide an opportunity to workers to partici
pate in the working of the enterprises. Management in both the 
sectors have also initiated schemes of joint consultation with 
their employees suo, motto. The first joint management council 
was established in the public sector in the Hindustan Machine 
Tools Ltd., Bangalore, in 1958. In other industries schemes 
for joint consultation both voluntary and statutory, are in 
existence. In all these schemes, care was taken to exclude 
wages and bonus as they legitimately come within the purview 
of collective bargaining by trade unions. The following table 
lists the schemes of joint consultation, both voluntary and 
statutory, in existence in the public sector enterprises^ c‘^2'v

V<2- ,

A
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Scenes of .Ipint consultation in some publie, enter or i s e s /

Enterprise
Joint consultation 

bodies

1. Bharat Electronics 
Ltd.

2. Garden Beach Work
shops Ltd.

3. Hindustan Antibiotics 
Ltd.

4. Kolar Gold Mining 
Undertaking

5. Heavy Electricals 
(India) Ltd.

No Joint Management
Councils, as such are
operating.
1. Works Committee

1. Works Committee
2. Emergency Production 

Committee
1. Works Committee
2. Bus Advisory Committee
3. Canteen Managenent 

Committee
4. Safety Committee
5. Emergency Production 

Committee
1. Works Commi11 e e
2. Pr oduct i on C ommi ttee
3. Canteen Managing '. .

Committee
4. Central Social Welfare |

Committee v
1. Joint Committee
2. Canteen Managing Committee
3. Two Grievances Committee^
4. Emergency Production

Committee
5. Departmental Joint Pro- ; \ 

duction Committee
6. House Allotment Advisory 

Committee (Junior)
7. Hospital & Medical Committee
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Joint consultation 
Enterprise todies

6. Bharat Earth Movers 
Ltd.

1. Works Committee Working

7. Hindustan Aeronautics 1. Works Committee
Ltd* 2. Canteen Managing Committee

3e Labour Welfare Fund Committ
4. Transportation Advis

ory Committee
5, Township advisory Committee
6. Housing Allotment Committee
7. Benevolent Fund Committee

*
'•J 8* Sports Club Managing Commit'

*
8. Hindustan Insecti

cides Ltd* Delhi
1. Joint Management

Council Sub Com
mittee

i

2. Welfare Sub-Committee
• Alwaye Works Committee

9. Cochin Port Trust I* Works CommitteeV A| 2« , Committee of Admin
istrative Represen
tatives

M
10. Kandla Port Trust 1. Works Committee11. State Bank of India 1. Central Consulta

tive Committee
2. Joint Consultative 

Committee
(1) Central -do-
(2) Circle -do-

\ 12* Integral Coach Factory 1. Staff Council

S
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Enterprise
Joint consultation • -i

bodies

13. dsh'oka Hotels Ltd. 1. Works Committee
2 • dc c onnod ati on Con- 

nit tee
3. Panehayat
4• Punishnent R cview

Connittee
5. Grievance Connittee

14. Western Hailway 1. Permanent Negotia
tion Machinery

15. Reserve Bank of
India

1. Two tier Concilia
tion Machinery

16. India Govt. Mint 1. Works Connittee ■ .

17. State Bank of Jaipur No joint consultation bodies 
exist but nestings are held 
between Employees1 represen
tatives and management once 
in a year

18. State Bank of Mysore _ scheme of joint consultation 
is being finalised

19. Indian Telephone 
Industries Ltd.

1. Works Co;naittee

20. Hindustan Teleprinters 
Ltd.

1. Safety Connittee 
and Grievance 
procedure

Proposed
(1) Wo rk s .C omni 11 e e
(2) Joint Management Council

g_our c_e: Data collected by the Study Group



-82-

x

6.23 The Ministry of Labour and Employment have carried out 
the evaluation on the working of joint management councils in 
twelve public undertakings. The report based on that evalua
tion highlights the following facts:
1. Despite the existence of a joint management council work 
stoppages were not eased. For ex-ample^in Rajasthan Electricity 
Board, there was a strike in 196$ and a threatened strike in 
1963 despite the existence of a joint management council.

2. It is difficult to attribute increase or decrease in pro
duct! on/productivity to the working of the joint management 
council. For example, while in Government Central Press, 
Bombay, it is stated that production and productivity increased 
consequent on the formation of the joint management council,
in Kerala Soap and Oils Ltd., on the other hand there has been 
a fall in production after the constitution of the joint 
management council.

3. Despite joint ...management councils in the public sector, 
outside intervention has been sought for more and more end 
the matters settled mutually are -wery few.

4. The rate of absenteeism has net gone down despite the 
formation of joint management councils.

5. The administrative matters entrusted to the joint manage
ment councils are very few.

6. It has been universally noted that the meetings of the 
joint management councils have not been regular despite re
commendations that they must meet regularly and frequently.

_ 1
7. It is clear from what has been said above that schemes of 
joint consultation, and joint management councils in particular, 
have not been a success.
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6.24 The Study Group feels that this lack of success may he 
due to two reasons. First, the coverage and jurisdiction of 
the natters falling within the purview of the joint nanage
nent councils are neither precise nor clear cut. Second, the 
functions envisaged for the joint management Councils actually 
overlap with the functions of statutory works committees and 
other non-statutory committees such as canteen committee and 
safety committee.

6.25 Further, the successful working of a joint nanagenent 
council calls for a different attitude on the part of labour 
and nanagenent when they meet in the committee opposite each 
other. It is very difficult for both to remember that they are 
weaving different hats when they talk to each other in the 
committee, /mother reason night be the lacl£ of communication 
to the rank and file on the useful work that is being carried 
out by the joint nanagenent council,

6.26 Hence the Study Group feels that instead of a plethora of 
bipartite committees with overlapping functions, it is better 
to statutorily provide for a single joint nanagenent council 
which in its turn should constitute sub-committees to look after 
various natters affecting employees like canteen, safety, 
house allotment and co-operative societies.*

/

6.27 Whilst the S-^udy Group agreed that a single joint nanage
nent council with functional sub-committees would be the best 
machinery for effective parti ci mm at ion of workers in nanagenent, 
there are problems in the formation of such a single council, 
because a joint management council of this nature,to be truly 
effective,must consist of a representative body of workers who 
can carry conviction with the large body of workers.

i
IL..-- - ■ ................ . r . r. . i r - i " " ' ' ' f
See points of dissent by Shri M.S.Krishnan
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6.28 The Study Group could not come to any conclusion on the 
question of the constitution of joint management councils. Gone 
asserted that the most effective council would be one which is 
nominated by the recognised trade union erovided the recognised 
trade union itself has earned its recognition through secret 
ballot election, One view was, however, expressed against the 
£ec;;onition throuah secret-/ballot ’election on the ground that j
secret.fb,allot'“wi 11 weaken'the trade.union movement and distrub the 
industrial peace before and after the election. The method of 
election, it was felt’, ..night introduce -all evils associated'-'vzith 
the oolitical elections... Further, it will encourage trade- union 
leaders to subordinate workerst interest to the winingnpf election.

6.29 The other view expressed was that the employees1 represen
tatives on the joint consultative body should be elected by 
direct election by secret ballot, in which all workers would
be entitled to vote. Such elections are prescribed for Works 
Committees and there is no reason to think that the process of 
election alone would introduce any more evils than the process 
of canvassing to establish largest : membership by the unions. 
Wining of election whore the electorate consists of workers 
obviously would depend on working towards workers1 interests 
and not subordinating them to any other considerations. Such 
direct election would have greater chances of ensuring that the 
representatives work with the interests of workers alone in 
view, and serve to eliminate the external influences consequent 
on the external affiliations of trade unions.

6.30 In the second alternative, one difficulty was envisaged 
namely that-whilst the joint management councjl may contain 
different shades of opinion, there may also exist a-recognised 
trade union consisting of a particular group of opinion. This 
may lead to conflicts and therefore some members of the Study 
Group felt that items of collective bargaining such as wages,
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incentive etc., which have been so far dealt with by the unions 
may continue to be within their purview. This was, however, 
not agreed to by those advocating constitution of the council 
by direct election who felt that such a body should be the 
sole representative body of all labour for all purposes and 
that in the interim period when the recognised union may be 
permitted to nominate the members such conflict itself does not 
arise. The pattern initially established, could be continued 
even when the members of the council themselves are elected 
by direct election, by,/Secret ballot. A view was also expres
sed that industrial unrest such as strikes etc., could be entirely 
avoided by z provision for adjudication in case an acceptable 
decision cannot be arrived at between the consultative body 
and management. When under the rule of law judicial interpre
tation is final as between the Government and the citizens 
or between citizens, there is no reason why it should not be 
so as between management and workers of an enterprise.

6.31 The view was also expressed that the terms of reference 
of joint management council as spelt out in the 15th 1»L.C. 
do not cover truly all management functions. Further the 
of joint management council as envisaged today is that of an 
advisory committee rather than a committee which has directly; 
the power of taking management decisions jointly and also 
that joint management council decisions have to be unanimous. 
Whilst this view is accepted, many in the Study Group felt that 
in the initial stages of the formation and working of the joint 
management council, it could be kept in an advisory role with 
the expectation that its advice will generally be accepted and 
implemented by the management increasingly as the joint manage
ment council gathers experience and stabilises its working.
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CHAPTER VII
f

.AXkJW-XQ- Sj^gA.or.,

7.1 The constitution of public sector undertakings either as 
companies or as statutory corporations has resulted in each unit 
formulating its own rules end regulations. This has resulted 
in each undertaking developing its own administrative structure* 
terms and conditions of service for the employee^ and pattern 
of wages and fringe benefits including amenities. However, 
all such undertakings are broadly identified with the government
with the result that there is a certain expectation of uniformity/
on the part of labour engaged in such units. Generally the 
practices in the government form the base. At the same time 
due to the application of the Industrial legislation and due 
to prevalent advantageous practices in the private sector there 
is continuous pressure to introduce variations from the govern
ment practices. The result is that there are fairly wide 
disparities in the prevailing practices pertaining to hours of 
work, leave facilities and amenities in the different public 
sector undertakings. Such disparities constitute a fertile 
ground for discontent amongst the employees and demands are made 
continuously with reference to the practices prevailing, in some 
other units without treating the prevalent practice in each 
unit as a package.

7*2 Reference has been made in the Report to the need for 
bringing about uniformity in percentages of intake at various 
levels, welfare expenditure and wages. The question of wage\ 
has already been dealt with separately and the Group’s views 
are recorded. The areas in which there is room for bringing v 
about uniformity are discussed below:
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(1) Leave. and Leave, Rules s

While sone public enterprises follow the pattern laid 
down in the Factories Act, in sone cases better terns have been 
evolved as a result of negotiations between the management and 
labour. Xn sone undertakings government practices are being 
followed particularly in regard to office staff. Such dispari
ties in the undertakings constitute a greater cause of unrest 
than interunit disparities. This applies to earned leave, 
holidays with pay, casual leave and medical leave. The Study 
Group feels that uniformity in this natter should not be diffi
cult to achieve particularly on the pattern of the industries

(2) Hours.,oX..work

A normal week of 48 hours has been prescribed for all
industrial public undertakings under the Factories Act. The
majority of the public sector undertakings observe this pattern
though there are sone instances of deviation. The number of
hours of work for blue and white collar workers within the sane
enterprise tends to be different and as a rule white collar 
on~loyees work fop,lesser number of hours os co -red wi£h:.ijhe 
blue collar workers. The Jtudy Grew? feels it necessary to' 
roc on. ;ond uniformity in this respect also.

This area also provides considerable diversity in 
procedures in the public sector undertakings. This is inevi
table when generally recruitment and promotion procedures are 
discussed with the representatives of the unions. It is, there
fore, no wonder if, diversity in this sphere is very wide as co 
concessions in this field depend largely on the strength and 
bargaining power of the unions concerned. The Study Group 
feels that although a fully satisfactory pattern prescribing • 
recruitment and promotion rules common to all undertakings may 
not be evolved, it is still administratively possible to lay 
down general principles to be followed.
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It is common knowledge that there is increasing indis
cipline in the public sector-. Io a large extent, besides
politics, this is due to the fact that rules of discipline 
governing employees,in general, in all categories have pot been 
formulated except in the standing orders based upon negotiations 
with the unions. The Study Group recommends that standard 
rules governing the conduct and discipline of employees in the . 
public sector undertakings in all categories should be drawn up 
similar to the Civil Service Conduct Rules.*

(5) Medical aid

In a number of cities the Employees State Insurance 
Scheme is now operating. This however, leaves out several 
areas in which the public sector undertakings have been located. 
The result is that whereas the employees working in the public 
undertakings located in cities covered by the Employees State
Insurance Scheme1' ^^ertain benefits, those located in areas

x *
not so covered are a.t a grea.t disadvantage. The Study Group 
feels that there does not s eem to be any reason why the public 
sector undertakings cannot evalare uniform pattern similar to 
the Employees St-ate Insurance Scheme or the Contributory Health 
Service Scheme of Government of India in all public sector 
undertakings inrespoctive of the location. This will bring 
considerable relief not only to the employees themselves but 
to their families also. Better medical aid uniformly extended 
to all employees of the public sector undertakings will go a 
long way in making them ’model’ enterprise

»-
See points of dissent by Shri M.S.Krishnan
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CHAPTER VIII

Summary o_f Findings, and Rec ommendati ons

8.1 The following is a summary of our findings and re- 
q ommondati ons:

3.2 Public enterprise management operate under heavy 
handicaps in their dealings with labour. Management-labour 
relations are continuously under the glare of public opinion 
and parliamentary criticism as well as external pressures. 
Unfortunately their capacity to pay is yet so low that the 
managements usually find themselves inhibited in taking 
decisions involving extra labour-costs autonomously by them
selves; and most of the industrial disputes directly or in
directly involve such decisions. (Para 2.13)

8.3 It is of utmost urgency to define the status of the 
workers in the public sector vis -a-vigpthe employees in the 
government, so that both the management and t he workers 
have clear ground in negotiations. It seems necessary that 
the government ought to limit its intervention in so far as 
management-labour negotiations are concerned by specifically 
laying down the broad principles within which the management 
could negotiate with their labour on their own, sudh as (l) the 
extent to which the capacity to pay should be subordinated
to the payment of need-based wages • (2) the extent to which 
the retained earnings for ploughing back into the business 
could be sacrificed (3) the extent to which dividends could be 
lowered or losses enhanced to meet thxx^QQ**om4c demands of 
the labour and (4) the extent to which such extra costs could 
be passed on to consumers by way of increased prices of pro
ducts. This should not only be recognised in theory but 
implemented in practice.(Para 2.14)
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8.4 Motivation of the working force in public enterprises 
outside economic incentives is a matter of vital importance 
for their successful running. Since most of the enterprises 
•are not in a position to offer monetary incentives, generotisly, 
motivation through association of workers becomes an urgent 
necessity. Without a satisfactory conconsus on the wider pro
blems of recognition of unions, association of workers with 
the running of enterprises, cannot be effective and without 
such association, the dynamism lacking in public enterprises 
today, cannot be imparted. This issue, therefore, deserves 
special attention of the Commission. Meanwhile, some enterprise 
sing undertakings should be encouraged to experiment in this 
direction and the results watched. (Paras 2.19 and 2.21)

8.5 While supporting the cause of maximising the employment 
in the country as a whole, public enterprises ought not to be 
singled out for uneconomical absorption of grossly surplus labour 
force. They ought to be encouraged to make all lawful adjust - 
ments in the size of the labour employed by them, consistent 
with the technology adopted by them without bringing sudden or 
large scale retrenchment in the process. (Para 2,22 (2)

8.6 In point of wages and wage structi:res, it was felt by .some 
that public enterprises, on the whole, are playing the role of
a pace-setter, Another view expressed was that public enterprises 
have adopted only desirable standards to a certain extent.in the 
matter of.a tfiw-ef the fringe benefits such as housing, leave 
facilities, hospitals and play grounds. The failuros both on the 
side of management and labour have resulted in the nations- expec
tations of public enterprises as model taits( not only economi
cally but sociolagically'.h»vo not becn^realised adequately. The 
ca.uses particularly emonath^g from the delays on the side of the 
government oi§it to be remedied at /once. (Paras 2.23 & 2.24)

8.7 There is need for formulation of a well .defined/policy
and an unambiguous procedure to be followed in regard to 
recruitment and promotion* (Para 3.1) /
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C»8 By the very nature of the public sector undertakings, 
it is expedient to adopt the priorities listed in the govern- 
nent directive for displaced persons, scheduled castes and 
local unskilled workers* (Para 3.4 G)

8.9 Qualifying tests including trade tests should be laid 
down for as many posts as possible in every enterprise.i.(Parsi ^.6

8•10 There should be standardisation in the job specification 
related to wage scaled for the purpose £©’ direct recruitment' 
ccatnon criteria^throughout the public enterprises to the 
extent possible# (Para 3*6 (b)

8.11 We have no positive recommondation to make on the 
question of representation to workers on selection committees 
for recruitment and promotion# (Para 3*7)

8.12 We find no need for associating state governments repre
sentatives with the selection committees, as the interests
of local employment are adequately covered by the government 
directive on the subject* (Para 3.8)

8.13 Public enterprises -located at one place should aim at 
achieving some uniform cannons of promotion based on standard 
job description and job terminology. (Para 3.12)

8.14 Whatever percentages for promotion from within an 
enterprise are considered desirable, level by level, these must 
be a/nnounced and consistently followed from time to time, so 
that labour does not find in promotions, a cause for complaint 
or protest. (Para 3.12)

8.15 is an adjunct to recruitment and promotion policies, it
is necessary to emphasise the need for the management to provide 
extensively, training schemes within the organisation for up
grading workers’ skills and increasing-their potential for pro
motion within the organisation for specialised jobs. (Para 3.13)
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8.16 Training has caught on in public enterprises. We 
recommend the institution of training schemes to improve 
employees skills^ emoluments and status in those enterprises 
where they do not exist at present. (Para 3.16)

8.17 Small enterprises which may not be able to introduce 
full-flodged training schemes individually, should evolve 
co-ordinated schemes of training on a joint basis. (Para 3O18)

£.18 The welfare expenditures vary considerably from one 
Public Enterprise to another to-day. Some guide lines have 
to be set up by the government on the permissible differences 
in the quantum of welfare expenditures which an enterprise with 
factories of different financial potentialities may incur at 
the different places. (Para 4.8)

8*19 It is even more important that public enterprises 
spending quite different amounts on welfare benefibs ought 
to be given some clear guidance by the government on the 
extent of provisions that should be minimallyy aimed at by 
any or every unit in the public sector. Theoretically the 
maximum limit &lso needs to be prescribed. (Pare. 4.9)

8*20 lb is also necessary that the minimum quantum of per 
capital welfare expenditure be approximately determined for 
public enterprises in general, with appropriate allowance for 
special locational factors. A sliding scale may be formulated* 
according to which as the surplus increases, a varying, probably 
slightly declining percentage of surplus, may be made available 
for welfare expenditures. (Para 4.10)

8*21 Welfare administration ought to be streamlined so that 
the full value of the money spent might be realised by the 
workers concerned. Instead of merging the welfare functions 
with several other and more established functional areas of 
management, the welfare items should be coordinated under a 
welfare officer with the required staff under him and a . • 
specific budget for his department• (Par^ 4.11)

v \
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8.22 Where the size of operations end the working force of an 
enterprise are too small to permit it to launch such welfare 
programmes as a school, or full-fledged, recreational facilities, 
attempts should he made to coordinate its programmes with any 
other public enterprises in the same locality or region. In 
fact, resources may be pooled wherever possible and the best 
possible facility provided with the aid of the combined re
sources. (Para 4.12)

8.23 Tho Commission nay-c msider tho. propriety . of sotting up of
a welfare minis-try:.-with' its own ‘funds. .at-'the central level. Both 
public and private . entexypriops -,o>£ a commercial character should 
cone within the purview or ‘suuxT a ministry, if and when created.
8.24 The government should work out with every public^ln^fc’e^prise, 
the detailed programme and extent of township facilities to be 
provided by it eventually. The criteria of house allotment 
should be clearly laid down by the enterprise and the employeed 
should be associated with the formulation as well as the imple
mentation of the rules of allotment. (Para 4.14)

8.25 Incentive schemes should be introduced after scientific 
fixation of work-loads and proper assessment of physical and 
technological conditions. (Para 5.4)

8.26 Incentive schsmes should be linked with labour producti
vity either directly or indirectly so as to avoid increased 
labour costs.(Para 5.6)
8.27 Incentive schemes in multi-plant enterprises should be 
tailor-made plant wise. (Para 5.7)

8.28 monopoly enterprises, care should be taken to ensure 
that incentives do not tend to do the work of mere wages and 
that incentive earnings result only from increased productivity. 
It is advisable that all incentive schemes are drawn up in 
consultation with trade unions. (Para 5.8)



8.29 The introduction of an incentive scheme should he 
preceded by a proper fixation of standards of performance 
and the coverage of different departments like maintenance 
group, the management group and the head office group 
should he evolved in a way as not to increase the cost of 
the implementation of the scheme in relation to the 
benefits that it confers.(Para 5.9)
8.30 A national wage policy is necessary to determine the 
fair share of wages for all sectors of economy in relation 
to the total national income, in this crucial stage of the 
gr owth of our e c onomy .(Para 5.14)
8.31 The basic wages in different categories of skills 
among enterprises of a similar nature tend to he different. 
There is great scope for standardisation of nomenclature 
and job contents for similar work throughout the public 
sector undertakings. (Para 5.18)
8.32 Since the progress towards the need-based wage can only 
^taroshcbe made through higher productivity, it could be 
done only through a basic acceptance by the trade unions 
in the public sector of the economic objectives and limi
tations of the public undertakings making joint efforts 
to reduce the period of waiting for attaining the need- 
based wages. (Para 5.20)

8.33 The Commission may consider the question of the best 
moans for setting about the formulation of a national 
income and wage policy with the participation of all the 
major trade unions and employees1 organisations in the 
country.se 5hatc.indivi.iual W '/Mapolicie-s.-oand;-diepnto^ -c>ould be 
s ett ludiwithin. e^friieW£k• (Par a 5 • 20)

country.se
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8*34 The time has come for a review of the plethora of 
industrial Acts and streamline the procedures, the returns 
and the various machinery set up under these Acts. (Para 6.6)

8.35 The rules framed under some of these Acts in different
states differ in important details and therefore pose
problems for multi-plant units operating in different states.

(Para 6.7)
8.36 The scope of application of the Factories Act could 
he re-examined as at the moment the Act covers different 
sections of the same unit which have different activities 
and working conditions and need special treatment. Such an 
understanding can only he reached and imposed at the 
national level and not at the local union level. (Para 6.9 (a).

8.37 There is need to reduce the number of reports to be 
filed under the various Acts. (Para 6.9 (c)

8.38 It should be possible to devise one Act to cover all 
the employees of a unit, (Para 6.10)

8.39 There is a case for uniform statutory standing orders 
for all central government undertakings. Some public 
enterprises are unable to form works committees where 
inter-union rivalries and.recognition issues are unresolved.
The sooner a proper method of recognition of unions is 
evolved and statutorily laid down, the better. A minimum 
percentage in the total strength of the labour force in
an enterprise should be laid down as a condition of eligi
bility for registration of a trade union.Paras 6.12, 6.14, 6.15

, ' and 6.16) <
8.40 The argument for c entralisation of labour administra
tion seems to be fr.irly strong on theoretical grounds, though 
in practice this question calls for reconciliation between the 
specific interests of the central oublic sector with broader 
administrative considerations regarding industrial rela
tions in the country as a whole and the division of powers
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and responsibilities as between the centre and the states.
(Para 6.19)

8.41 The Commission may attempt to bring about a consensus 
in the trade unions on the one hand and the management on 
the other, on the question of centralising industrial re
lations, as distinct from other matters like law and order.

(Para 6.19)
8.42 The Joint Management Councils have not been a success. 
Instead of a plethora of bipartite committees with over
lapping functions, it is better to statutorily provide for
a single Joint Management Council which in its turn will
set up functional sub-committees. To be truly effective^
Joint Management Council must include a representative body
of workers who can carry conviction with the large body of
workers. There was divergence of opinion on how the
Council should be constituted with labour representatives.(Paras 

6.26, 6.27 & 6.28)
8.43 Uniformity in the matter of leave rules should not be 
difficult to achieve among the public enterprises parti
cularly on the pattern of the industries. (Para 7.2(1)

8.44 It is necessary to bring about uniformity in the ; 
number of hours of work for blue and white collar wsrkors 
within the same enterprise (Para 7.2(2).

* 8.45 Although a fully satisfactory pattern prescribing; 
recruitment and promotion rules common to all undertakitngs 
may not be evolved, it is still administratively possible 
to lay down general principles to be followed. (Para 7.2(3)

8.46 Standard rules governing the conduct and discipline 
of employees in the public sector undertakings in all 
categories should be drawn up similar to the Civil Servtice 
Conduct Rules. 7.2(4)
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8.47 There does not seem to be any reason why the public 
sector undertakings cannot evolve a uniform pattern in 
medical aid similar to the Employees State Insurance Scheme 
or the Gontributary Health Service Scheme, irrespective of 
their location.(Para 7.2(5)

oOo--------
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9*1 The Chairman of the Study Group expresses his thanks 
to the members of the Group for the excellent and helpful 
cooperation given by them in preparing the report* In 
particular thanks are due to Mr.E.Bhaya, MreS.VeKulkarni and 
MroB«N*Jayasimha for their intensive assistance in the 
actual drafting of the report* The main burden of drafting 
a major portion of the report as well as of bringing together 
different pieces fell on Mr. A, S« J.agannadha Rao, Member- 
Secretary, who deserves the thanks of the Study Group for 
his purposeful and unsparing application to the work.

9.2 The Chairmann conveys his thanks to the public enter
prise executives and labour leaders, with whom he had the 
opportunity of conducting discussions at several places, 
particularly at Delhi, Bombay, Neyveli, Bangalore and
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Delhi during September 1967. The proceedings and the basic 
papers on that Seminar constituted a highly helpful 
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mo.de
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Points, of dissent byShri-M.S.Kri shneja

1. The conflict between the employer -and employee in the 
Public Sector also arises because of the nature of the State,
In Indian conditions, the State is looked upon not as an in-

, I

strument of the working class (vide para 2.12).

2. If there is conflict in natters of bonus etc., it is not 
due to lack of realisation on the part of labour but it is be
cause the public sector management, by and large, behave in no 
better a fashion than the private sector undertakings (vide
P a.r a 2.12).

3. If disputes in public sector undertakings are taken up to 
courts or. tribunals, capacity to pay is taken care of' by the 
tribunals. But, if they are not to go before tribunals and if 
questions relating to wages etc., are to be resolved as a matter 
of policy by negotiations only, no unsurmountable difficulty 
will arise. Secondly, since most of the industries are basic
or heavy industries capacity cannot be interpreted in a very 
rigid way. Even in advanced countries, the rate of profit in 
such basic industries is not of a very high order and the per
iod of gestation also has been quite long. But on that account 
workers have not been denied the level of wages being paid by 
a. fair minded employer in private sector (vide para 2,13).

4. The formulation that progress towards need-based wage
Can HiX be made through higher productivity” cannot be accepted 
as a universal rule. While some amount of waiting to reach 
the noccl-based wage level may be acceptable suggesting that 
the only method is through higher productivity is not correct.
In some cases*the difficulty in attaining the need-based wage 
might be due to abnormal increase in the prices of the 
necessities of‘’life. And this state of affairs may not con- .



tinue for all tine. If the prices cone down -it nay he 
possible to pay the need-based wages also (vide para 5.20).

5. It is suggested that inter-union rivalries etc., are
i standing in the way of formation of works committees. This 

Slay not be very correct. I would suggest works connittees 
being constituted irrespective of other problems (vide para 
6.14).

6. The restriction sought to be imposed on registration of 
a trade union is unnecessary (vide para 6.15).

7. Joint Management Councils have failed in our country. 
Besides, they are not a panacea for all evils* ..'. Only in a Soc
ialist Society, could there be a real workers1 participation 
in management (vide para 6.20).

8. Formulation of rules similar to civil service conduct
.rules is not acceptable. Standing orders are comprehensive
enough and may be applied to all categories of employees.
It is incorrect to say that either there is increasing in
discipline or that it is due to politics. There are several 
other factors for the present state of affairs in the public 
sector. There is no point in isolating this problem turn 
out of the social context. Mere rules will not solve the 
problem (vide para. 7.4)*
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Violation of Labour L?.ws

1* Fertiliser Cor-joration of Indir. Ltd., CNjjigal Unit)

(a) "Working conditions in mechanical and electrical 
workshop, which are at present housed in temporary sheds, need 
greater attention”. (h) ’’The provisions relating to First Aid 
Boxes., although compiled with in letter were not followed in 
spirit, While the First Aid Boxes were maintained in all the 
departments, their contents were not found to he in conformity 
with the laws”, (P.15)

2• The, Indian Telephone Industries Ltd.

(a) "The inspection note hook in which the details of the 
visits of the factory inspectors under the Factories Act are 
recorded revealed that the factory was.visited only five times 
during the six years from 1960 to 1966”. (P.21)

* (b) ”As a result of the expansion programme taken up one
after the other, some of the hangers in the factory seem to he 
congested. In some of the hangers, leans have been constructed 
to provide additional space. These leans have, to some extent, 
come in the way of better ventilation, fresh air etc.” (P.22)

(c) ’’The ITI general canteen accommodates only 1250 at a 
time, as against an average 2000 to 3000 who visit the canteen 
daily in lunch intervals in each shift. This results in con- 
■siderahle congestion in each dining hall in the lunch intervals.
As a result some workers are obliged to take their food standing. 
In some dining halls even the process of cleaning rice (manually) 
goes on during lunch breaks. In some kitchens smoke and falling 
of (soot) when preparations are in progress, was said to be a 
continuous problem. Utensils in some of the kitchens were not 
being washed hygienically, neither soap, nor hot water nor any 
disinfectant was being used.” (P.22)

(cl) In so far as the creche is concerned, it is a 
temporary measure. ’’Without proper seating accommodation for 
children, the existing creche is hardly any where near the 
model -laid down in Rules .73 to 76 of the Mysore Factories 
Rules 1952. The proposal for constructing a new creche seems 
to have been pending for a long time”. (P.23).
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(e) First Aid Boxess ’’Though the First Aid centre is 
adequately stocked with necessary medicines etc., the first 
aid boxes in some of the hangers leave much to be desired.
Quite a few were found empty and the members of the safety 
committee in the concerned hangers, whose duty is to ensure 
that first aid boxes are properly kept, could no1/give any 
possible reasons for neglect on their part." (P.23).

According to the provisions of the Factories Act, one 
First Aid Box should be provided for every 150 workers.
Measured by these standards many more first aid boxes are 
required to be kept in various hangers in the ITI.-

(f) Medical Examination of workers by certifying 
\ Surgeons:

Workers employed in electrolytic plating or oxidation 
of metal articles by use of an electrolyte containing chromic 
acid or other chromium compounds, grinding or glazing of 
metals, cleaning or smoothing of articles by a jet nf sand, 
metal shot or glit or other a.brosive propelled by a blast of 
compressed air or steam, are all susceptible to the variety 
of occupational diseases such as lead poisoning etc. These 
jobs are done by about 270 I.T.I. workers.

According to Section 10 of the Factories Act and Rules 
thereunder,, certifying Surgeons are required to medically 
examine those employees at intervals ranging from 14 days to

,.'3 months.' However in I.T.I. none of these workers have sr> 
far been medically examined by any certifying surgeon. Though, 
belatedly a certifying surgeon was nominated by the Mysore 
Government, it has not been possible to get his services for 
medical examination of these I.T.I.workers. Thus the workers 
are forced to suffer due to violation of the Act.

. ; ''.-s’

3. Hindustan Machine Tools - Pinjore

"The provisions of the- Factories Act 194S are not being 
faithfully observed. The study revealed that the management 
had not been properly implementingthe provisions of the Act 
with regard to supply of protective equipment etc.” (P.39).

4. National Instruments Ltd. - Calcutta.

"The position regarding the implementation of labour laws 
is not satisfactory. The accident reports are not sent in time

i



and the annual reports under the factories Act* 1948^. Payment 
of Wages Act 1936, and the Workmen’s Compensation Act 1923 are 
not being sent at all to the concerned authorities. The 
registers of adult workers, leave and wages and accidents are 
not maintained in the prescribed form and the safety measures 
provided by the management in the factory are not adequate.
The circular saws are- not properly fenced and the driving belt 
of the power saw machine is unguarded. There is smoke in the 
dye-casting section. Latrines and urinals are dirty and the 
canteen too small to accommodate all the workers who take their 
meals there. The workers have not been provided with the leave 
book”. (P.37).

5. Heavy Electricals India Ltd. - Bhopal/
(July I960 to February 1965)

I
It is clear from the evaluation report that in the matter 

of implementation of Factories .A t 1948, there are several 
lapses such as inadequate arrangements for disposal of poison
ous waste products, non-provision of exhaust fans or exhaust 
draught in placeswhore dangerous metarials like cyanide is used 
non-implementation of safety precautions in respect of ’danger- 
oub'operations’ and violation of Sections 21, 28, 29, 31, 45.
In particular it is noted that in the case of provision of 
First Aid appliances ’even the prosecution of management in the 
Court has not proved deterrent enough.’

In the foregoing paras a detailed review of the way in 
which the Factories Act has been implemented is stated. It 
shows that there are serious lapses'on the part of the 
managements of several leading public sector undertakings.
On a similar analysis of the implementation of Industrial 
Employment Standing Orders Act, Industrial Disputes Act, it 
is observed that there have been violations. The statutory 
Managements generally refuse arbitration of disputes though 
the unions accept this, despite the statement of Government 
of India that disputes have to be solved expeditiously by 
arbitration. In'several cases the standing orders are yet 
to be certified. Payment of Wages Act appear to have been 
implemented by and large.”

Source; Note on Implementation of labour laws in public 
sector by Mr. M. S.Krishnan, pp. 2-4r



1. Lshoka Hotels Ltd., New Delhi

"Even allowing for some extra staff for maintenance, re
pair, laundry etc. the Committee feel that the hotel is over
staffed and there is scope for effecting reduction therein.

ttObvlously the ideas expressed by the Minister of Works, 
Housing and Supply on the question of desirable staff strength 
in the Hotel when replying to the discussion on Demands for 
Grants of the Ministry of Works Housing and Sunnly on 31-3-58 
have not been put into effect by the management of the hotel. 
The Committee trust that the Government will take immediate 
steps to bring down the staff, strength to the desired level, «

(Paras 31-33 of 119th Deport, 2nd Lok Sabha)

2. Fertiliser Corporation of India (Sindri Unit)

"It will be seen that the total staff strength of the 
Company increased from 7,872 in 1956-57 to 3,924 in 1958-59 
i.e. an increase of ever 13 per cent during the three years. 
While the increase in technical staff might be due to the 
expansion schemes of the Company, tho increase of over 100 per 
cent in non-technical supervisory personnel does igot appear to 
be justified specially when the production of the Company is 
falling. The Committee trust that vigorous attempts would be 
made to rationalise staff strength* They feel that the test 
of efficiency of an organisation is that it should be able to 
cope with the increase in production without an equivalent in
crease in its staff strength.”

(Para 40 of 120th Report, 2nd Lok Sabha).

3. Heavy Electricals (India) Ltd.

”Lt is further seen that in the following departments, 
the staff actually employed even now exceeds the dumber of 
staff recommended by L.E.i. for the output of Rs<lL2.5 crores:

i
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Staff recommen- Staff in
ded in the Pro- position Excess
jcct Report in January

1963

Transformers, Capacitors,
Rectifiers ♦ * 910 1154 244
Fabrication • • 673 1012 330
Maintenance and other
services • • 634 969 335
Transport • • 87 150 72
Secretariat & Recounts 443 748 305
Purchase and Factory
stores .» 132 302 170
Management •« 36 71 35
Personnel & Catering • • - 285 285

2915 4700 1785

The Committee are in agreement with the views of the 
Consultants that the project is overstaffed for its present 
level of output. They recommend that a thorough review of the 
staff strength at Bhopal may ho carried out immediately with 
a view to its reduction. n

(Paras 231 and 322 of 35th Report, 3rd Lok Sahha)

4* Life Insurance Corporation of India

’’The overall Increase in staff during the’ 3 years period 
1957-59 has been over 21$ and the increase in expenditure about , 
29$ It will be seen that there is no fixed ratio
between the number of policies or the business in. force to the 
staff employed in different zones The Committee find it
difficult to appreciate the justification for such a large in
crease in the number of employees within a period of 2 years, 
particularly in view of the statement of the Minister of Finance 
quoted in para 125 above. They consider that the real test of 
economy and efficiency of the Corporation would bes to increase 
the business without a corresponding increase in ii-ts operational 
cost. In any case, the Committee feel that once Uhe Corporation 
has established its network of organisation it sho>uld be 
possible to exercise more economy in the number ofT staff employ-
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ed and the existing organisation shohdd he able to take care 
of additional business to a large extent. They recommend that 
the staff position of the different zones in the various cate
gories may be constantly reviewed with reference to the work 
loads which should be uniform for all sones and efforts made 
henceforth to secure additional business without a corresponding 
increase in staff. The immediate attempt should be to 
approximate the ratio of the strength in the other zones to that 
of the Western lone at least and see to the elimination of the 
whole disparities between the zones, tr

(Paras 124-31 of 134 th Report, 2nd Lok Sabha)

5. National Goal Development Corporation

"It will-be seen that the total staff of the Corporation 
Which rose from 43,804 in 1959-60 to 51,354 in 1960-61, fur
ther increased to 56,324 in 1961-62 though the total
production in ail collieries during 1961-62 has fallen to 6.05 
million tons from 8.05 million in 1960-61, the total staff had 
increased from 51,354 to 56,324 during the same period, the in
crease under officers being as much as 34$ ....♦" They would, 
therefore, recommend that a review of the present staff strength 
of the Corporation may be undertaken immediately with a view 
to reducing the same. It is also necessary that the present 
methods of determination of staff strength are rationalised.”

(Paras 195-99 of 32nd Report, 3rd Lok Sabha)

6. National Newsprint and Paper Mills J

’’From the details of the existing staff furnished to the 
Committee it is seen that the operating staff of the Mill is 
943 against the estimate of 741, given by the Consultants.
Thus even in this category there is an excess of 202 men. The 
Committee regret that the estimates of the Consultants should 
have proved wrong in these important matters whicla vitally 
affect the working and efficiency of the concern. They feel 
that local standards should be.specifically brought to the 
notice of Consultants at the time of framing of estimates.
The Committee have already suggested in expert enquiry into the 
working of the Mill with a view to achieving efficiency and 
economy. They suggest that the manpower requirements of the 
Company should also be reviewed by those experts. ' Further, 
there should be a periodical review of the staff ^position and 
their out-turn according to well defined standards so as to 
ensure that there is no surplus or idle man-power

Para 61 of 157th Report, 2nd Lok Sabha) |
% i
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7^ Neyveli Lignite Corporation

"While the Committee note the reasons given by the Cor 
poration that the larger complement of non-technical staff 
is due to the project being under construction, they trust 
that ail efforts would bo made by the Corporation to keep 
its ministerial and other staff to the minimum. Once the 

"Project comes into production they trust there would be no 
difficulty in following the pattern of German Lignite 
Mining Corporation in keeping its non-techni<aal staff to 
the minimum♦ ”

(Para 37 of 125th Heport 2nd Lok Sabha)<
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APPENDIX 3

Non-exi S_t one e of cp.iiditlopts, of serv:

Year of
Home of the Public Undertaking setting up.

1. Bharat Electronics Ltd, 1954
2. Fertiliser Corporation of India • • 1961
3« Film Finance Corporation Ltd. 1960
4. .Heavy Engineering Corporation Ltd. •• 1958
nc * Hindustan Aircraft Ltd. * 1940
6. Hindustan Antibiotics Ltd. . • 1954
7. Hindustan Housing Factory + ♦ • 1953
8. Hindustan Insecticides Ltd. 1954
9. Hindustan Photo Films Manufacturing 

Co. Ltd. «* I960 .
10. Hindustan Salts Ltd, 1953
11< Indian Drugs & Pharmaceuticals Ltd. 1961
12. Indian Refineries Ltd. 1958
13. Nahan Foundry Ltd. 1952
14. National Instruments Ltd. 1957
15. National Seeds Corporation Ltd. ,» 1963
16. Praga Tools Corporation Ltd. • • 1943
1?. Rehabilitation Industries Corporation Ltd. 1959
18. Ttayancore Minerals Ltd. ♦ • 1956

* At the time of factual, verification it was stated that HAL
. have lsdd down that the terns and conditions of service

of their employees will 'be governed by their Standing Orders 
which are comprehensive in nature.

+ At the time of factual verification, it was stated that
Hindustan Housing Factory have laid down the terms and con
ditions forsome of the categories of their employees.

Source: Estimates Committee, 52nd Report 
3rd Loksabha, p. 32.



Non-oxist enc e o f recruitment.r ulfcs

SI.
No. Name

Year of 
setting up

1. J.shoka Hotels Ltd. 1955

2. Central Warehousing Corporation • ■ 1957

3. Employees’ State Insurance Corporation 1948

4. Export Hisks Insurance' Corporation Ltd.* 1957

5. Film Finance Corporation Ltd. *«. 1960

6 • Hindustan Cables Ltd. • 0 1952

7. Hindustan Housing Factory Ltd. + • • 1953

8. Hindustan Photo Films Manufacturing Co. Ltd. I960

9. Hindustan Salts Ltd. 1958

10. Hindustan Shipyard Ltd.
1

• • i 1952

11. Hindustan Teleprinters i.
•• 1 I960

12. Indian Durgs and Pharmaceuticals Ltd,
1
j 1961

13. Indian Oil Co. Ltd.@ 1959

14. Indian Hare Earths Ltd. 1950

15. Industrial Finance Corporation of India. 1948

16. Mogul Line Ltd, 1 . 1938

17. Nahan Foundry Ltd. 1952

18. National Instruments Ltd, » . 1957

/
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1 2 3

19 ♦ National Mineral Development Corporation . • 1958

20. National Newsprint and Paper Mills Ltd. . • 1947

21. National'Research Development Corporation 
of India •. 1953

22.
1

Neyveli Lignite Corporation Ltd.” . • 1956

23. Oil and Natural Gas Commission •. 1959

24. Praga Tools Corporation Ltd. • • 1943

25. Pyrites & Chemicals Development Co.Ltd. • • 1959

26. Rehabilitation Industries Corporation • • 1959

27. Shipping Corporation of India • • 1961

28. Travancore Minerals Ltd. • . 1956

* Since transferred into Export Credit -and Guarantee 
poration.

Cor-

+ Lt the time of factual verification it was 
Recruitment Rules for workers are contained 
Certified Standing Orders.

stated 
in the

that the 
Company’

ht the time of factual verification it has been stated that
IOC has finalised the Rules on recruitment, promotion and 
discipline which are likely to be published in about a 
monthb time.

” The Corporation has framed recruitment and promotion rules 
vide chairman’s proceedings No. 508/E&G/64, Dt. 30-12-1964 
and No. 737/65/(E&G) Dt. 23-11-1965.

Estimates Committee, 52nd report, 3rd Lok Sabha,



Non-cxi.st.Qnco of Pronotion Rules

It is noted that the following 31 public undertakings ' 
have not laid down rules to regulate promotions of their 
employees s

N a m e Year of setting up

(Circulars issued 
to head of Dept.)

1. Air-India 1953
2. Ashoka Hotels Ltd. • • 1955
3. Central Warehousing Corporation 1957
4. Export Risks Insurance Corporation 1957 

Ltd.*
5. Film Finance Corporation Ltd. 1960
6e F nvy Engineering Corporation Ltd. 1958
7. Hindustan Cables Ltd.” .. 1952
8. Hindustan Housing Factory Ltd. 1953
9. Hindustan Photo Fil^ Mfg. Co. Ltd.1960
10. Hindustan Salts Ltd. •• 1958
11. Hindustan Shipyard Ltd-, •• 1952
12. Hindustan Teleprinters . • 1960
13. Indian Drugs & Pharmaceuticals Ltd. 1960
14. Indian Oil Coe Ltd. .. 1959
15. Indian Rate Earths Ltd. ,. 1950
16. Industrial Finance Corporation

o.f India ~ .. 1948
17. Mogul Line Ltd* 1938
18. Nahan Foundry Ltd. .. 1952
19. National Buildings Construction

Corporation Ltdr • • 1960
20. National Instruments Ltd. .. 1957
21. National Mineral Development

Corporation Ltd. ., 1958
22. National Newsprint & Paper Mills

Ltdr • ' ‘ 1947
23r National Research Development Cor. 1953
24. National Seeds Corporation Ltd. 1963
25, Neyveli Lignite Corporation .. 1956
26 . Oil & Natural Gas Commission 1959
27. Praga Tools Corporation Ltd. »♦ 1943
28. Pyrites & Chemicals Dev. Co. Ltd. 1960
29. Rehabilitation Industries Corpn, 1959
30. Shipping Corporation of India 1961
31. Tra.vari.core Minerals Ltd, .. 1956

(Office order 
issued)

(Government rules 
followed)

(Under preparation) 

(Being framed)

* Sinfce trTansferr ed into Export Credit and Guarantee Corpn. 
ftP-Urge; Esutimates Committee, 52nd Report, 3rd Lok Sabha, pp.



APPENDIX 6

,Q.£. £XAG.V,rUlc,9, ffXP£Q<&££
The 28 public undertakings that have not laid down proper 

procedure for redressal of grievances of their employees?

7

I

Name Year of setting up

1. Central Warehousing Corporation • • ' 1957
2. Fertiliser Corporation of India (Nangal Unitj1961
3. Heavy Engineering Corporation Ltd • • • 1958
4. Hindustan Antibiotics Ltd. • • 1954
5. Hindustan Cables Ltd. • • 1952
6 • Hindustan Housing Factory Ltd. « • 1953
7. Hindustan Photo Films Mfg. Co. Ltd. . 1960
8. Hindustan Salts Ltd. • • 1958
9. Hindustan Shipyard Ltd. ♦ • 1952

10. Hindustan Steel Ltd, • • 1954
11. Hindustan Teleprinters Ltd. • • 1960
12. Indian Airlines Corporation • • 1953
13. Indian Oil Co. Ltd, • • 1959
14, Indian Refineries Ltd. • * 1958
15. Industrial Finance Corporation of India 1948
16. Khadi & Village Industries Commission 1957
17. Nahan Foundry Ltd. 1952
18. National Buildings Construction

Corooration Ltd. • ♦ I960
19. National Projets Construction

Corporation Ltd. • . 1957
20. National Small Industries Corporation 1955
21. Oil and Natural Gas Commission • • 1959
22. Praga Tools Corporation Ltd. • • 1943
23. Pyrites & Chemicals Development Co . Ltd. I960
24. Rehabilitation Industries Corporation Ltd. 1959
25. Shipping Corporation of India • • 1961
26. State Bank of India ♦ • 1955
27. State Trading Corporation of India .. 1956
28. Travancore Minerals Ltd. 1956

Sources Estimates committee, 52nd report, 3rd Lok Sabha.
pp. 72-73,



1 jjgian Telephone
Industries ^td.

APPENDIX 7

PROMOTION PRACTICES C& SOME PUBLIC ENTERPRISES IN BANGALORE.

Hindustan Aeronadrfaics Ltd. Bharat Electronics Ltd. Hindustan Machine 
Tools Ltd.

PROMOTIONS

The posts below
the grade of
Asst. Super
visors (Posts 
upto and inclu
ding the payscale 
Rs. 160-310?

A. Direct Labour Posts:
(Groups 3A to 5a) 100$ posts in 
the payscale upto and including 
130-210 are filled by promotion 
of the seniormost employee in the 
lower grade, subject to passing 
the prescribed tests and recom
mendation by the P & T Board, 
on a dept.-wise basis.
Por posts in the lowest grade, 
ie., ’C’ Grade, Helpers work
ing in a Department are considered 
for promotion, subject to their 
passing the tests, on a depart- 
mentwise, and the remaining 
vacancies are filled by recurit- 
ros nt.
Posts in the grade of
Rs. 145-255 and Rs. 160-310
(Group"6A & 7aJ
75$ of posts are filled by 
promotion on a department-wise 
basis in the same manner as 
above, and 25$ by open selection.

100$ vacancies in these grades 
(both) Technical & Non-techni- 
cal) are filled by promotion 
only, considering all eligible 
employees in the lower grade 
in the particular job desig
nation on a factory-wide basis 
on the basis of seniority, 
subject to tests or interviews 
as the case msy be. A mini
mum of two years service in the 
lower grade is necessary to be 
eligible for promotion to the 
higher grade. Normally, the 
senior candidates who are 
found fit for promotion in the 
test/interview are promoted 
on the basis of seniority, 
subject, of course to Service 
Records and the periodical 
Confidential Reports also 
being satisfactory. . Excep
tion is made only in cases when 
the junior candidates score 
60$ or more marks in the test/ 
interview, when they are promo
ted in preference to the 
seniors.

100$ vacancies in 
these grades are 
filled by promotion 
on a Department wise 
basis the criterion 
being seniority-cum- 
merit. A minimum 
of two years service 
in the present grade 
is necessary to be 
eligible for promo
tion to the higher 
grade. No inter- 
view/test is held.
The promotions are 
made on the recom
mendation of the 
Department Head on 
the basis of senio- 
rity-cum-merit(merit 
being decided on the 
basis of the Service 
Records and the perio
dical Confidential 
Reports). Test/inter
view is conducted only 
where the promotion 
involves a change in 
the trade.

100$ vacancies of 
Operatives (Direct 
Labour) are filled by 
promotion on a shop- 
wise, considering the 
existing employees in 
the lower grade in the 
same shop and in the 
same trade the criter
ion being seniority- 
cum fitness. No test/

-interview is held.
The Departmental prcwor 
tion Committee which 
includes the Depart
ment Head concerned, 
goes through the Ser
vice records and the 
Periodical Confiden
tial Reports and reco
mmend the candidates 
as suitable for promo
tion on the basis of 
these records and also 
taking the opinion of 
the Department Head. . 
If suitable candidates 
are not available in 
the line of promotion 
in the Department, the 
vacancies are adver
tised internally on 
a factorywide basis.
If no suitable candi
dates are available 
even after.
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Hindustan Aeronautics Bharat Electronics
Ltd.Ltd-*

B ■> Indire ct St af f:
(Payscale Rs.85-155 to 

Rs. 150-210), i.e.,2B to 5B
75$ of posts in a Department
are filled by promotion of 
eligible employees in the lower 
grade by interview and selec
tion by the PAC, the criterion 
being ’seniorit y-cum-ability’ 
on the basis of the approved 
Rating Plan. The remaining 
25$ vacancies are filled by 
recruitment/open selections 
as the case may be. However,
Inspectors fC’, being the 
Lowest grade in the Dept. all 
vacancies in this grade are fil-

ledby open selection*
Posts in the grade of Rs.145-255 •
and Rs, I6O-510 (Group 6B & 7B)
75$ of posts cue filled by pro-
raotion on a departnaitwise in 
the same manner as above on the 
recommendation of PAG- If 
suitable candidates are not avai
lable in the Department for 
promotion, the vacancies are 
then advertised on a Factorywide.
The remaining 25$ vacancies are 
filled by Open Selection.

Hindustan Machine’ 
Tools Ltd. Indian Telephone. Industries- Ltd.

*

internal advertisement, then - 
the posts are filled by open

advertisement. A minimum of • 
one year service in the pre
sent grade is necessary to be 
eligible for promotion.
CLERICAL POSTS: Clerk »B’:
90$ of the posts in this
grade are.filled by direct 
recruitment by advertising 
in the press, and the remaining
10$ by internal promotion of 
the existing employees, such 
as Messengers, etc. For promo
tion posts, employees have to 
pass the written test and the 
selection Is made out of those 
who pass a test on the basis *
of their length of service.

Clerk ’A' etc. (PayscaleRs-130.210)
For filling up posts in this grade,
all Departments (Except Accounts)
are grouped as one. 75$ of thv
vacancies are filled by promotion
on the basis of seniority-cum-
suitability, as judged from Service
Records and Periodical Confiden
tial Reports on the recommenda
tions of DPC. The same- applies to
Accounts Department also. The
remaining 25$ vacancies are filled
by open selection.
Senior Clerk (Pay sc ale Rs.160-310)
100$ vacancies are filled by pro
motion only in the same manner as
Clerk ’A’. Normally, a minimum of
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Hindustan Aeronautics 
Ltd.

Hindustan Machine 
Tools Ltd.

Bharat Electronics 
Ltd. .

Indian Telephone Indus
tries Ltd.

two years service in the pre
sent grade is necessary to be 
eligible for promotion in the 
case of Hen-Operative staff

Posts in the 
Grade of Asst.
Supervisor*
(Payscale 
Bs. 195-375)

75% of posts in a Department 
are filled by promotion on a 
factorywide, the criterion ior 
promotion being seniority-cum- 
ability, on the basis of the 
approved Rating Plan on the 
recommendation of the PAC.
The remaining 25% are filled 
by open selection.

The procedure follo
wed is the same as 
for posts upto and 
includirg 
Rs. 160-510.

100% vacancies are filled by 
promotion of eligible employees 
within the Department. If 
sufficient number of suitable 
employees are not available in 
the Department, such vacancies 
are advertised and filled on a 
factorywide.basis. The candi
dates are interviewed by the 
Selection Committee, who recom
mends those considered as suit
able for promotion on the basis 
of Merit-Cum-Seniority (which 
is assessed in the interview}.
If suitable candidates are not 
available for promotion in a 
factorywide, then only the posts 
are filled by open selection.

Non-Technical Posts;— 100% of 
the posts in these grades are 
filled by promotion in the same 
way as Clerk ’A’ Senior Clerk, 
etc.
Technical Posts:— 50% of posts 
are filled by promotion on the 
basis of seniority-cum-merit 
on the recommendation of DPC 
and the remaining 50% are 
filled by open selection.

Posts in the
Grade of 
Rs. 240-440

Posts in the
Grade of 
Rs* 330-600

This scale is not obtaining -do-
in H.A.L.

75% of posts in a Department are 100% vacancies in 
filled by promotion on a factory- this grade are 
wide in the same way as Asst. filled by open 
Supervisor on the recommendation advertisement, 
of PAC and the remaining 25% by
open selection on the recommenda
tion of Staff Selection Committee.

-do- 100% posts in this grade, both
Technical & Non-technical are 
filled by Promotion only.
50% of the posts in this grade 
are filled by promotion on the 
basis of seniority-cum-merit 
on the recommendation of DPC. 
The remaining 50% are by open 
selection.

L
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Hindustan. Aeronautics Ltd. Bharat Electronics Ltd, Hindustan Machine' ~ Indian Telephone
T*>ols Ltd. Industries Ltd.

Posts in tfrp 
Grade of 
Rs» ^>OQ-Q6Q •

50$ of posts in a Department 
are filled by promotion, the 
criterion being ability -cum- 
seniority, on the recommenda
tion of the staff Selection 
Committee. The remaixiing 
50$ by open selection.

100$ posts in this grade are 
filled by internal promotion 
only on the basis of seniority, 
subject to suitability in the 
same manner as posts in the 
grade of Rs. 240-440 andbbelow. 
-fyie junior candidates scoring 
60$ or more ma-rks in the test/ 
interview are, however, promoted 
in preierenoe to the seniors.

Same as applicable 
to Asst. Super- 
v? sors

50$ of the posts in this 
grade are filled by pro
motion on the basis of 
seniority-cum-merit on the 
recommendation of DIG. The 
remaining 50$ are filled 
by Open Selection

Posts in the
grade of 
Rs7 700-1250
and above

50$ of vacancies of Deportment 
are filled by promotion, the 
criterion being ability-cum- 
seniorit’y, on the recommenda
tion oi the Staff Selection 
Committee. The remaining 
50$ by Open Selection.

NOTE:- 1, For open selection 
posts, no relaxation in the 
matter of educational quali
fication, experience or age 
is allowed for the employees. 
2. All vacancies in Group I 
(Payscales Pus. 700-1100) and 
the lowest grade in each job 
designation (except to the 
extent which can be filled 
by promotion either on a 
department basis of factory
wide ) are filled by direct 
recruitment.

50$ of vacancies are filled by 
promotion on the basis of senio
rity subject to suitablitv and 
the remaining 50$ by open selec
tion. Junior candidates scoring 
more marks in the test/interview 
are, howevery promoted in prefe
rence to the seniors.

NOTE:- For open selection posts 
no relaxation in the matter of 
educational qualification, 
experience, or age is allowed 
for the employees.

NOTE:- For open 
selection posts, no 
relaxation in the 
matter of education
al qualification, 
experience, or age is 
allowed for the 
employees.

’rrv2E:- For open selection 
posts, relaxation in age 
by five years is allowed 
for the empj.oyees who 
satisfy the requirement s 
of educational qualifi
cation and experience.

Source: Note on the Procedures and practices, relating to recruitment, promotion, Training in Public Sector 
undertakings in Bangalore by Shri B.N.Jaismiha, pp. 7-10.

a



APPENDIX 8

township Capital Expenditure ,a,g..a pgreenta;^ o£ total
project, .expenditure

Public Undertakings
1

’ Projeats/offices where 
township set up

2

Percent
age

3

1. Air India Bombay ••
2. Ashoka Hotels Ltd. New Delhi 6.22
3. Hindustan aeronautics Ltd. A-Ai r craft Di vi s i on

Bangalore . 19.75
B-Mig Project

Ci) Aircraft Division,
Nasik 11.2

(ii) Aero Engine Div.
Korapur 37.9

(iii) Electronics Div.
Sanatnagar ' 39.33

** Total MIG Project 30
4. Bharat Electronics Ltd. Bangalore 32
5. Bharat Heavy Electricals Ltd. (i) Tiruchirapalli 25

(ii) Hyderabad 15
(iii) Hardwar \ 10
Total B.H.E. 15.5

6 • Cochin Refineries Ltd. Ernakulam / NK
7. Damodar Valley Corporation (i) Bokaro Thermal Stn 5.78

(ii) Panchet Dam 6.84
(iii) Tilaiya Dam 2.27
(iv) Mai thon Dam 6.64
(v) Durgapur Thermal Stn. 6.68

(vi) Chandrapur a Thermal
Stn. 4.5

(vii) Konar Dam 2.41

Total D.V.C.
1

5.4

8., Fertilisers & Chemicals
Travancore Ltd. Alwaye 4



2-

1 2

9. Fertiliser Corporation of
India Lini.ted (i) Sindri 12.66

i
(ii) Nongal 

(iii) Trombay
(iv) Gorakhpur

12
7.8
7.5

• (v) Hanrup 9.73

■ Total F.-C.I. 10.6

10. Heavy Electricals Ltd. Bhopal 16.8
11. Heavy Engineering Corpn. Ltd. (i) Ranchi

(ii) Durgapur
135
23.2

Total H.E.C. 16

12. Hindustan Antibiotics Ltd. Pinpri 21.28
13. Hindustan Cables Ltd. Rupnarainpur 28
14. 'Hindustan Machine Tools Ltd . Bangalore 20
15. Hindustan Insecticides Ltd. (i) Delhi 25

* (ii) Alwaye 18'.’
Total H.I.L. 20.8

16. Hindustan Organic Chenicals 
Ltd.

Bombay 11

17. Hindustan Photo Films Manu-
facturin^ Co. Ltd. Ootacanund 15.3

18. Hindustan Salts Ltd. • * • •
19. Hindustan Shipyard Ltd. Visakhapatnan • • 17.85
20. Hindustan Steel Ltd. (i) Rourkela:

* (a) Million ton stage 6.11
6>) Expansion (0.8 mill.ton) 4.9

/ Total upto 1.8 mill.stage 5.7

(ii) Bhilai:
(a) Million ton stage 7.2

- . • (b) Expansion 1.5 mill, ton 
Total upto 2.5 million

5.62

X ton stage 6.5
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(iii) Durgapur upto 1.6
mill. ton stage 9.5

(Iv) Durgapur Alloy Steel
Project ••

(v) Coal washery Projects
(a) Dugda
(b) Bhojudih
(c) Patherdih

9.73
13.4
10.30

Total Coal Washery 11.5

(vi) Head Office Ranchi • •

Total H.S.L. 7.4

21. Hindustan Teleprinters Ltd. Madras 36
22. Indian Drugs & Phareeuticals

Ltd. (i) Rishikesh 15.97
(ii) Hyderabad 11.27

(iii) Madras 29.37

Total I.D.P. 15

23. Instrumentation Ltd. (i) Kotah 28.6
(ii) Palghat 31 •

Total instrumentation 30

24. Indian Oil CoTporation Ltd. (i) Gauhati Refinery 8.6
(ii) Barauni 8.40

Total I.O.C. 5.6

25. Indian Hare Earths Ltd. Alwaye 7.8
26. Indian Telephone Industries *

Limitod Bangalore 37.5
27. Life Insurance Corporation

of India Bombay. Chandigarh,
Poona & Calcutta Offices • •
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28. Manganese Ore (India) Ltd. Various mines 43
29, National Coal Development

Corporation Ltd. 40 Mines/Washeries etc. 17
30. National Instruments Ltd. Ophthalmic Glass Pro-

ject, ^urgapur . •
31. National Mineral Develop-

ment Corporation Ltd. (i) Kiriburu 7.3
(ii) Biladila, 6.03

(iii) Kha.tr i 18 -
(iv) Panna 4
Total N.M.D.C. 11.5

32. 1EPA Mills Ltd. Nepanagar 13.40
33. Neyveli Lignite Cor-

poration Ltd. Neyveli 8.86
34. Oil and Eatural

Gas Commission A. Oil/Gas Fields:
(i) Canto agk •.

(ii) Ankle shwar • F
(iii) Ba,roda ♦ •
(iv) Sibsagar

(v) Ahmedabad • ♦
(vi) Jwa lamukhi • •

«
B. Koyali Refinery 7.71

35. Pyrites and Chemicals Dev-
elopment Company Ltd. Anjhore J84

Grand total

1-1 «... -......

11.2

Committee on Public Undertakings, 8th Report, 
Third Lok Sabha, Appendix II, Cols. 1, 2 & 5.
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28. Manganese Ore (India) Ltd.
29. National Coal Development

Various mines 43

Corporation Ltd. 40 Mines/Washeries etc. 17
30. National Instruments Ltd. Ophthalmic Glass Pro

ject, ^urgapur . •
31. National Mineral Develop-

ment Corporation Ltd. (i) Kiriburu 7.3
(ii) Biladila 6.03

(iii) Khatri 18 • •••
(iv) Panna 4
Total N.M.D.C. 11.5

32. NEPA Mills Ltd.
33. Neyveli Lignite Cor-

Nepanagar 13.40

poration Ltd. Neyveli 8.86
34. Oil and Sbtural

Gas Commission A. Oil/Gas Fields;
(i) Cambay- 

(ii) nnkleshvar
* •
• •

(iii) Baroda ♦ •

(iv) Sibsagar 
(v) Ahmedabad

(vi) Jwa lamukhi
. ♦

• •
«

B. Koyali Refinery 7.71

35. Pyrites and Chemicals Dev-
elopment Company Ltd. Anjhore ^84

Grand total 11.2

... . ..l,,.. ... ■ . ......... .......

Committee on Public Undertakings, 8th Report, 
Third Lok Sabha, Appendix II, Cols. 1, 2 & 5.
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APPENDIX ,9

Employment in Public Enterprises

Undertakings under construction No. of employees
as on 31-3-1966

1, Heavy Engineering Corporation Ltd. 11,803

2. Hindustan Organic Chemicals Ltd. 202

3, Hindustan Photo Films Manufacturing
Company Limited 671

4. Pyrites & Chemicals Development Co. Ltd. 438

5e Indian Drugs & Pharmaceuticals Ltd. 2,730

6 • Cochin Refineries Ltd. 92

7. Bokaro Steel Ltd-, 1/0
8c Instrumentation Ltd. 260

9c. Bharat Heavy Electricals Ltd, 6,547

10. Cement Corporation of' India Ltd.. 307

IK Mining & Allied .Machinery Cor
poration Ltd. 5,377

Data collected from the Bureau of Public Enterprises^



APPENDIX 10

Xmalcynent in Public internrises

Running concerns No. of employ, 
ees.

1. Hindustan Steel Ltd. • * 1,18,171
2. Bharat Earth Movers Ltd. 0 . 4,037
3. Bharat Electronics Ltd. .0 ♦ 5,449
4. Heavy Electricals (India) Ltd. v) Q 13,227
5. Hindustan Aeronautics L“d. 1

. Ct 26,721
6. Hindustan Cables Ltd. 2,061
7. Hindustan Machine Tools Ltd. •» . 12,037
8. Hindustan Teleprinters Ltd. . . 673
9. Indian Telephone Industries Ltd. •> » 11,584
10. National Instruments Ltdn . a 1,387
lie Praga Tools Ltd. » « 1,381
12. Fertilisers & Chemicals Travancore Ltd& 3,790
13. Fertiliser Corporation of India Ltd. Q O 16,853
14. Hindustan Antibiotics Ltd. U C 1,948
15. Hindustan Insecticides Ltd. 643
16. Hindustan Salts Ltd, • ’> 29C
17. Indian Rare Earths Ltd. A « 362
18. Sambar Salts Ltd. c o 583
19. National Coal Development Corporation Ltd. 65,600
20. National Mineral Development Corporation Ltd. 2,339
21. Neyveli Lignite Corporation Ltd. 3 • 17,856
22, Carden Reach Workshops Ltd. . •> 240
23. Hindustan Shipyard Ltd.. « • 5,510
24. Mazagon Dock Ltd. 0 . 4,236
25. Hindustan Housing Factory e » 2,050
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Running concerns No. of employ
ees

26. Nepa Mills «• 1,440
27, Mr India . • 7,354
28. Indian Airlines Corporation » • 11,862
29. Mogul Line Ltd. * • 761
30. Shipping Corporationof India Ltd. » • 3,227
31. Aghoka Hotels Ltd. . • 1,326
32. Central Road Transport Corporation Ltd. 428
33v Engineers India Ltd. a * 61
34. Hindustan Steel Works Construction Ltd. 95
35, Indian Oil Corporation Ltd. 11,007
36. Janpath Hotels Ltd. • • 1,023
37. Minerals & Metals Trading Corporation 

of India Ltd« 1,626
38. National Bi/nldings Construction Cor

poration Ltd. • • 466
39. National Projects Construction Cor

poration Ltd, ♦ *. 1,090
40. State Trading Corporation of India Ltd. 1,240

Cg&rces Data Collected from the Bureau of Public Enterprises
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