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CHAPTER-6 -~ MANAGEMENT

BACKGROUND AND MANAGEMENT MATRIX

In Chapter 5 while analysing various factors which

can be quantitatively expressed, it has been brought

ocut that behind each primary factor, there are secondary
and tertiary factors namely the Management, the
Government and the Man. Impact of these factors cannot
be studied by ratio technique but nevertheless, it can
be assessed empirically. In this Chapter, an attempt

is made to briefly explain the Management structure,
philosophy and matrix of PEs and of the identified
enterprises in Section 6.1, Section 6.2 and 6.3 deal
with financial and personnel management in the identified
enterprises, Government, Parliament, control, autonomy,
etc. are discussed in Section 6.4. Other exogenocus
factors i.e. union and location dealt in Section 6.5

and concept of Public Sector culture is summed up in
Section 6.6. ,

ORGANISATIONAL STRUCTURE

A good organisation structure does not by itself produce
good performance just as good constitution does not

guarantee great presidents or good laws of moral society.
But a poor organisation structure makes good performance

impossible! .. improved organisation structure will, .
therefore, always improve performance}

The structure of a firm's organisation establishes the
authority (and responsibility) relationships amongst its
personnel. It constitutes a frame work that determines
to a great extent, the manner in which various groups of
people work together. The underlying purpose of
organisation is to facilitate co-operation and channelise
efforts of all towards a common goal. The basic concept
of organisation are: (a) Functionalisation

(b) Control

(¢) Coordination

1. Peter F. Drucker -~ The Practice of Management -
Harper & Row Inc. - New York - 1954, pg. 225.
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Government had appointed study team in 1967 comprising
of Indian experts and four experis from TVA, USAl to
study organisation structure of Public Sector Fertiliser
mnterprises in view of its projected expansions. The
team considered four separate alternatives (a) Separate
companies (b) Holding company (c) Separate marketing
company and (d) ®ingle corporation. The team had
recommended single fertilizer corporation. This concept
continmued till 1978 when FCI was restructured into four
separate companies against all the then prevailing
thinking, Steel plants were consolidated into a holding
company (SAIL). While Fertilizer Corporation was split
into separate companies - two digonal approaches. This
reveals lack of uniformity in policy decisions. Splitting

of the companies had also resulted in increased overheads.

Considering various aspects, merits and demerits of each
structure and experiences on functioning of SAIL,

structural form of holding company or Apex Corporation

wopld be an ideal one for major public sector groups in

India - like PFertilizer, coal, engineering, pharmaceuticals,
instrumentation.

MANAGEMENT STRUCTURE - BOARD OF DIREZCTORS AND CHIE® EXECUTIVES

The prime responsibility for running Public Enterprises
along business lines is vested in the Board of Dir=ctor.
the board consists of functional directors appointcd by

the Government and other nominated directors from the
concerned Ministry, Finance Ministry, Industry and Trade.
"It is the Board which is expected to have largest possible
measure of freedom. While in purely organisational terms
this pattern exists, in operational terms, there has been

a strong trend towards running the enterprises on depart-
mental lines and circumventing their freedom by regalations

. 2 .
and traditions"” which leave little freedom to take major

N

1 Rewvort of the rertilizer study team-October-December 67-
GOI publicaticn.
2 BARC Report No., 2
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decisions and while for minor ones, they often have to
seek formal or informal approval of the Government
Department." 1In the Board Meetings, generally Government

Directors have a strong say.

Day~to-day operations are looked after by the Chief
Zxecutive generally designated as Managind Director or
“hairman & Managing Director, and is appointzd by the
Government on a contract basis. In case of Managing
Director, there is a part-time Chairman that too is
aprointed by the Government. The appointment of MD/CMD
is made by the Government on the recommendations of

Public Enterprises Selection Board. The initial tenure

of appointment of the Managing Director/“hairman & Managing

Director is two years to be renewed at the option of the
Government for another 3 years or so depending upon the
age of the incumbent.1 It is not obligatory for the
Government to accept the recommendation of the selection
bosrd. Many a times, the recommendations are set aside
and alternative appointments are made on admiunistrative
or other considerations. The Managing Director is equal
to the rank of Joint Secretaries and pay scales of

Directors are governed by Government scales.

Depending upon the nature and size of investment in the
undertaking, the Government has fixed up four schedules
categorising the undertak:ng viz. Schedule A, B,C & D.
The present scales of the Managing Director of these

4 schedules are:

Schedule A ... B, 4,500 to 5,000
B ... Rs. 4,000 to 4,500
Schedule C ... Rs. 3,500 to 4,000
D ... BRs. 3,000 to 3,700

Schedule

Schedule

i "srjun 3sngzupte vommittee has recommen ed @ tenucte oF
5 yeas. (»ny there should e a tenure for Chief
sxecutives, when thare is no tenure for Administrative
Chi=f or Heads of ULepartment)"
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The Fertilizer study teaml had recommended Board of six
or seven members made up of four full time functiocnal
directors and two Government represantatives. Till 1978,
composite FCI had 3-4 Functional Diresctor on Board, but
after bifurcation only Director Finance remained on Board
of each enterprise, other posts were never filled up.

This resulted in a vaccum for f£illing level I and level II

posts.

During the study of the identified units, it is revealed
that after the restructure of old FCI, the 4 Managing
Directors were from the second line i.e. from the rank
of General Managers. But when these Chief Executives
retired in NrL,FCI, HFC, PSEB selected the persons from
outside for posting in these companies. And this took
guite some time. As an adhoc arrangement, director
finance was asked to look after. Such approaches dilute
the efficiency of the management and continuity get
disrupted. Furth=r, the organizational structure is so
developed by the Chief Executives that they do not encourage
and grocom the second level to take his position. In RCF
which has been doing very well, but the second level has
not been developed and its consequences will be felt on
the retirement o0f the Chief Executive.

STAFFINS PATTERN OF IDENTIFIED ENTERPRISES.

The or¢anisational strucutre of identified enterprises
is given at Appendix-VIiI. It is & sseven tier structure
at plar: level starting from Asstt. Engineer/Officer,
Zngineer/Officer, Asstt. vhief, Dy. Chief, Chief, Sr.
Manager and General Manager. Above this, there are

two levsls - Director and Managing Director. Functional
managemant is supported by ministerial and secretarial
staff on administration side and technicians on main-

tenance and operation side in different scales.

of the 3Study Team cn Fertiliser Industry
Dec. 1967. - GOl Publication 1968.
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There are 3 cadres in supervisory level and 6 cadres in
unionised category. Category of the employees in the
fertilizer enterprises is given at Appendix- ‘< and

tneir pay-structure at Appendix _X.

Further, as a general rule, all the enterprises recruit
adequate number of executive trainees in the field of
engineering, finance, research, materials etc. to keep
vitality of the organisation. Each plant of the enterprise
has its won training centre for inplant training of

operators, technicians and engineers in various discipline.

CONTROLLING MINISTRY.

Individual enterprises are responsible to the controlling
ministry which sets objectives for the enterprises from
time to time and reviews the planned performance. Thus,
fertilizer enterprises were being administered by the
Ministry of Fertilizers and Chemicals earlier and from

1986 by Ministry of Agriculture and Rural Development.

The bureaucrates in the Government, often, work as
dritics, rather than solving problems and rendering
assistance to Chief Executives (Para 5.6.4) in tackling
exogenous factor. Innumberable reports - annual, half
yearly, quarterly, monthly, are called for from the
enterprises, ‘It is not that all this enormous inflow
of information is fully utilised for control or decision
making; A good deal of the information merely gets
burried in the fileé} Even though all informaticns are
generally available with the department in the ministry,
telexes are sent to enterprises on Parliament questions
and other information sought for by the Minister, for
top priority reply. Decisions on important issues
which are within the jurisdiction of the Government as
'owner' are mostly delayed. “hief Executives are
frequently summoned by the Secretary and some times,

even kept waiting.

* EARC II Report-2.
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6.1.4 BUREAU OF PUBLIC ENTERPRISE.

The Government had set up Bureau of Public Enterprises(BPE)f
under Ministry of Finance to monitor overall financial
control, to review performance and act as a watchdog for

the Public Sector Enterprises. BPE, as a central
coordinating authority, issues general guidelines and

sets norms for Public Enterprises for wvarious disciplines
in finance, personnel, production, construction, material

management. The functions of BPE are given in Appendix-XIl.

BPE reviews the performance of all the Central Government
Undertakings and compiles the performance data every year
and publishes in a consolidated volume known as Public
stnterprises survey. The survey is put up to the Parliament

for their perusal.

There have been criticism of the BPE guidelines from the
Public Sector Chief Executives, who found many of these
guidelines irrelevant, cumbzrsome & counter productive )
in their work. "There is much substance in such criticism
and indeed such guidelines would not have emanated from
the BPE, had that organisation bzen independent,if the
Government had a close interface relationship with the
public Sector, and further more, if it had been manned by
men from the Public Sector under the inter-transfer
arrangem=nts. BPE as a part of Government became a
stagnant pool staffed by procedure oriented staff which
was to over-see the working of result oriented Public
Sector managers. The BPE had over stretched its rcle

and authority in many a matter which could have better
been left to the discretion of the Chief Executives and
their team in the Public Enterprises. The BPE had arrogated
itself in regard to wage settlements for which Senior
Managers and even Chief Executives had to wait on and sit
with Junior Officers in the BPE, who had never faced
dialogue or confrontation «with ths labour uniecn, as did

=7 Execvtives of the Public intepprises, The

0]
[
1£3}

0]

r
a strong nead to restructure and redefine BPE and its
obligations to Public Sector.

* Recommendations of ARC 1970.

1 R XK Nigam - Towards vibrant Public Sector.
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6.1.5 PARLIAMENT,

*
The Public Enterprise is accountable to the Parliament.

Parliament has also Committee on Public Undertakings (COPUS
and Public accounzs Committee (PAC) which time to time
visits, reviews and audits the performance of PEs.
Parliament exercises its control through 'questions',

which encompass 8l1 issue: regarding employment, operations,
contracting, performance, actions, proprietory of dealings
and decisions. This anticipated 'fear' of Parliament
question make the Chief Executive a little shaky and

indecisive which can affect performance.

6.1.6 PUBLIC ENTERPRISES SELECTION BOARD & RECRUITMENT,

From the view point of identifying best brains for the
top management of the Public Sector Enterprises, the
Government had set up Public Enterprises Selection Board
(PESB) with a permanent Chairman and members. lthe Board
interviews and recommends to the Ministry/Department
in-charge of the Undertaking for recruitment to level I
and I1I, i.e. the Chief Executives and Directors of the
enterprises. The President finally aprroves the
appointment. PESB was mainly constituted to select
Chief Executives and functional Directors to man P? but
there is a wide spread feeling with the Public Sector and
outside that PESB has fallen into disuse and disrepute
since it has lost its cresdentials as an independent and
competent body. It has failed to organise a pool of
managemsent talent. There is & need to recast the
constitution, function and procedures of PESB. EARC

had suggested a statury Public Enterprisss Selection
Commission modelled on the line of UPSC, whose

recommendations will have a mandatory force,

PESB should also maintain an upto-date list of Chief
Executives, functional Directors, their superannuation

datz and take timely action (may be in consultstion with

controlling ministiry) to plaece incumbent in position at
least six months in advance to ensure continuity of
management.

x Comu 1S an arm ot Parliament creat=sa from L.5.64 -aAppnd.-X1T
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STANDING CONFERENCE ON PUBLIC ENTERPRISES.

The Sovernment has been making constant endeavour to
develop a uniform strategy for the efficient management
of the Public Sector., With this end in view the
standing conference of Public Enterprises (SCOPE) was

formed as Central representative body of Public Sector.

GOVERNMENT AUDIT,

Controller and Auditor General (CAG), GOI audits the
working of the Public Sector. 1In some enterprise, like
in FCI at Sindri, Audit Officer is permanently posted.
The annual report is submitted to the Government and the

Parliament.

In actual practice audit is a postmortem of decisions

taken and commitments made vis-a-vis procedures and
delegation of powers. Most of the objections raised

by auditors are explained by the executives or some-how
managed. Seldom any 'para' is made. audit, no doubt,
provides a 'check' on improprietory decisions but it

acts more as deterrent for quick dscisions and normally

a 'committee procedure' is adopted which results in

delays. Fault finding approach of audit saverely

inhibits managerial efficiency. There is, therefore,

a need to redefine precise parameters of proprietory

audit by CAG.

VIGILANCE.

Public Sector Executives are subjected to vigilance & CBI,
rach plant of identified enterprise has a vigilance officer
with Director (Finance) as Chief Vigilance Officer. No doubt,
Public Sector is public and any misappropriation of funds,

or misuse of power should be brought to notice and eliminated

But in actual practice, it has failed to do so and has only

contributaed to nuissnce value by acting on informations and

Eg

cenrliaints. "The fear of vigilance agencies haunts the minds
- . . . 1
cf sveEr nonest mana ers in rpuvblic snterpriscse". There is &

e
need to redefine ths concapi, role and a.proaches of
i

i
'vigilance' in Public Sector.

1 R,K. Nigam - Towards Vibrant Public Sector - Para 1243
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6.1.10 PUBLIC SECTOR ENVIRONMENTAL MATRIX, 32

FARLIAMENT ! Government POLITICIANS i
Controlling B.P.E l
Ministry

Govt. / CHIEF EXECUTIVE / State
Audit Govt.

/ Union / /Associations/ / Press // Public /

Public Sector matrix is different from private sector in
as much as constraints arising out of different sources
are many and of varying nature, and objectives are not
clearly spelt out. Though some constraints are of control
type like (Audit, BPE, controlling ministry), other con-
straints are more of nuisance value and of exploiting
nature. The efficiency of the management lies on creat-
ing congenial environment conducive to productivity and

in keeping nuisance value of constraints at a very low

level.

Public Enterprises have a ccomplicated menagement matrix
with multirle objects and multiple bosses as would be
seen from the agencies listed below which guide/control

/criticise/affect Puplic EZnterprise working.

i) Public Accounts Committee (PAC)

ii) Committee on Public Undertakings (COPU)
iii) Controller & Auditor General (Govt. Audit.)
iv) Administrative Ministry

(overall control - Performance & expansion)

V) Planning Commission
(for investment proposals & revised estimates)
vi) Fuolic investment board (Scrutiny of investment

proposals & revised estimates).
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Vii) Public Enterprises Selection Board
(for selection of Chief Executives & Functional
Directors)

viii) Department of Personnel

(guide overall personnel policies)

ix) Bureau of Public Enterprises (Monitor)
x) Bureau of Industrial Costs & Prices (for pricing)
xi) Fertilizer Industries Coordination Committee

(Norms and Subsidy)

xii) Collaboraters and Aid givers

(Control and impose their procedures)

xiii) Trade Union
xiv) Competitors .
Always demanding.
xv) Suppliers
xvi Employees
xvii Public g
xviii)Press (critic)
xix) Vigilance & CBI (Proprietory)
XX) Accountability to various Dept. in Govt. BPE,

Parliament.

PUBLIC V/S PRIVATE SECTOR

While in private, the management has to take care of
agencies at (xii - xvi) only. Let us look at the
practices followed by the private sector vis-a-vis
Public Sector practices applicable to identified enter-

prises as well,as presented below.
Y
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Table-47COMPARISON BEITWEEN PUBLIC SECTOR & PRIVATE SECTOR

MANAGEMENT PRACTICES
Sr. ACTIVITY. PUBLIC PRIVATE
No.
A-~QWNER.,
1 Identity Government Private
Managing Agency/
Partners.
2 Object/Goal Multiple Profit.
Involvement Indirect Direct
4 Concern for Impersonal Personal
Rz2sults.
5 Decision making Slow Fast
6 Red Tappism 100% Little
7 Control Threough instruction Through action
8 Report calling Too much Only important
9 Action on Report Casual Firm
10 Anxiety to £ill in Casual Definite
Chief Executive Post
B CHIEP EXECUTIVE
1 Tenure of Chief Definite 2 years Indefinite
Executive/MD (now proposed to ({111 he proves
increase 5 Yrs.) useless or upgraded)
2 Msthod of selection Rigorous procedure Simple and quick
0f Chief Executive through TESB and procedure in
approval by Govern- advance,
ment,
3 Accountability of To Board of To Board of
Chief ZIxecutive Directors, S8ecretary pirector and
oZ the Gecvt. to Statutory audit.
Parliamert, to
public acrounts
committee, to Govt.
audit & Stiatutory
Audit and internal
audit
Powers Adequate Adeqﬁqte
5 PFlexibility in No Yes
rricinr Lolicy.

Comparison is based on personal interview.
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Sr. ACTIVITY PUBLIC PRIVATE

No,

C~ AREA OF MANAGEMENT DECISION

1 Location of Project Government Board of Director

(Admn. Ministry)

2 Belection of " "

technology

3 Salaries and wage " "

structure

4 Welfare policies " "

5 Price of product 30% cases Govt. " except for
identified products
under statutory
control.

6 Investment decision Government Board of Directors

7 Diversification " "

8 Award of contract GM (40 Lacs) Chief Executive

.- Chief Executive Board of Director
(100 Lacs)
Board of Director
Govt. above certain
level for capital
egquipment only.
9 Purchasing a. Lowest Tender Lowest from
concept. screened supplier
b. Rigid procedural Formal manual
manual )
c. Price preference No preference.
for P&
Major items on
negotiated prices
- PLIANCIAL MANASEMENT.

1 PFinancial policies Elaborate manuals Guidelinz manuals

2 Financial discipline More of accounting Rigid discipline

type

3 PFinancial. planning & Casual Effective

control

4 BSystems Yes Yes - more practical

5 Inventory management Inefficient Efficient

& Yard stich of Not clearly spelt- Profits.

roricrranne ocut often commau-
flaged under social
obligation concept

7 Decision waking Slow Luick

*

Comparison is based on personal interview.
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Sr. ACTIVITY PUBLIC PRIVATE
No.

E -~ GENSRAL MANAGEMENT.

1 Working pattern Governmental with Commercial
tinge of red-
taprism
2 Decision capability Subdued medio High
of manager
3 Economy consciousness On paper Yes
4 Result oriented Casual Specific
5 Co-relation between Diffused Specific
responsibility and
authority
6 Tendency to Yes No
explain irresponsi- (pass on bug B
bility approach)
7 Internal politics More Less
8 Action for time Specific but not Specific and
bound job vigorous "~ vigorous.
9 Delegation of Yes Yes, specific.
powers. But not utilised
10 Paper work Too much Not much
and revort. Too many selective reports.
11 Reward for work Seldom rewarded Often rewarded
12 Distribution of Lack clarity Clarity
work
13 Time consciousness SO SO Yes,

F - PERSCONNEL.

1 Persconnel selection Elakborate Mostly personal,
methoas. formal. Management picks up
best talent-Campus
selections.

2 'Personnel policies Elaborate ' practical
have bulky manual
but o*ten byepassed

3 Graduate trainee Yes Yes (campus se2lection
scheme
4 Favouritism Yes Accepted norm.

Manipulations

W

Fromotions Often seniority, Capebility, msrit.

s Lo
time cound.
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Sr. ACTIVITY PUBLIC PRIVATE

No.

F~-PERSONNEL (CONTINUED)

6 Chances of removal None Yes
of inefficient.

7 work tempo of Casual Definite
employees

8 Union activities Active Active

9 Promotion craze Significant Not much

10 Promotion and
efficiency relation

11 Punishment

12 Hard and
sincere work

13 Numbar of employees
per unit of sale

14 Average wage
per employee

15 {a) Management cadre
(b) Workers

16 Respect with fear

17 Working discipline

18 vworking hours:
Technical
Ministerial

18 Ho. of leaves:

Earned leave
Holidays

Casual leave
Medical leave
Medical benefits

20 Leave travel
concession

21 Confidential Report
22 Motivation
23 Emzloyment mix

Not significant

¥es, but after
elaborate enguiry

Not recognised

Proportionately
large.

Less

Comparatively less

Proportionately
more

Not significant

50 SO

48
39

30

15=18

12

10
Unlimiced

Yes

Important tool
Casual

Imbalanced
Leaning towards
inverted pyrarid

Much prevalent

Yes, guick
decision.

Recognised

Proportionately
less.

High

Comparatively high

Proportionately
less.

Significant.

Effective,.

48
39/48

30/15

7-10

"

Not uniform.
Fixed annual sum.

Yes

Not important.
Yes

Proper.,
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Sr ACTIVITY PUBLIC PRIVATE

No.

24 Hire fire policy Absent Prevalent to
some extent.

25 Security cf job 100% No

26 Incentive schemes Sometimes Yes

The intention of working a comparison of management
practices in Public and Private Sector, is to, bring

to focus, the important deviations which do contribute
to management efficiency. For example security and
time bound promcotion bring in 'Stagnation' and inhabits
development. It is true, that a8ll private sectors

are not doing well and many turning sick, but it is
not in the scope of this study to prcbe into reasons

for the same,.

Public Sector was formed to combine what is best in
'public' with what is best in private. It is in this
context that this comparison can be useful and provide
a guideline for implementation of a policy, some of » -7~
the practices of private sector for improving performance

of the public sector.

6.1.12 PUBLIC SECTOR STUDY GROUPS.

In Incia, the Public Sector is a precise and voluminous
histery of thirty seven years. During this period,
number 0f changes and improvement in the philosophy of
manaisement of Public Enterprises and its performance
appraisal have bsen advocated and implemented from time
to time. Public Sector managers are given training and
reorientation courses at the Institute of Managements and
the Administrative Staff College. SCOPE and BPE arrange
conventicns and seminars to exchange views of executives

on vaviety of problems renging from production,
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maintenance, human relation, marketing, pricing,
Mana .ement Development, Government Control, Autonomy,
tenure and pay scales of Chief Executives, objectives,
performance evaluation criterion, etc. to improve the
overall performance. Institute of Public Enterprises,
Hyderabad and Centre for Public Sector studiles,
New Delhi are wholly devoted to the study of the Public
Sector Management. Centre for monitoring Indian
economy, Bombay, Documentation Centre, New Delhi,
standing conference of Public Enterprises (SCOPE),
Manarement Associations, productivity councils regularly
publishes its findings as a rich contribution towards
concept of Public Sector Management. United Nations
Technical Corporation for Development sponsers studies
on Frublic Sector, its psrformance, performance
evaluation etc. Thus, Public Sectors is having
extensive coverage for advance studies and improvement
in management technique. How far this has helped
Management efficiency, productivity and profitability
is a debatable issue? Not much, on surface,except the
change ©f organisational structure or tenure of Chief
Executives (from 2 to 5 years) or appointment of some
more committees. These studies and conventions have
even not succeeded in ensuring the implsmentation of
a procedure whereby Chief Executive can be earmarked
and allowed to work with retiring Chief Executive to
maintain continuity of management. Thi: is probably the
basic concept of management and Personn:1 Management
adly neglectad, (probably intentically) and
therefore all other efforts to improve :cechniques
remain less effective - an intelligent ran's academic
exercise, which do bring results but not in proportion

to the resourc=s employed.
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FINANCIAL MANAGEMENT

CE the factors contributing to poor performance of any
enterprise, including Public Sector, management ineffi-
cliency appeared to be major one. O0Of the various aspects
of management viz. Production Management, Purchase &
Stores Management, Sales Management, Personnel Manage-
ment, Financial Management, etc., finance and personnel
management seems to be most weak and least dynamic in
the case of identified enterprises., It is not in the
scope of the study to analyse finance function, but
nevertheless an attermpt is made through interviews and

discussicns to feel the pulse of the financial planning

"and control.

In manufacturing industries, there are three primary
business functions which must be performed if goods are
to be produced and distributed to the members of sociéty:
These are production, distribution and financel. Finance
function has a close relation to both production and
distribution functiocns. Because, almost all kinds of
actions in the area of production, distribution or market-
ing directly or atleast indirectly, involve the acquisi-

tion and use ©° money.

PLasUING SND © NTROL

Effecient and zconomic use of money will increase profits.
Hence, th2 impcrtance of Financial Planning & Control in
an enterprise. Financial Planning is the act of deciding
in advance the financial activities that are essential if
the enterprise 1s to achieve the projected profits and
physical norms £or operating the plant. It involves three
fundamental steps: One, determining both long-term and

short-term financial objectives; two, formulating and pro-

mulgetiny f{inz3ncial yolicies ani taree, develconing proce-
Zar2s tazt &i1d in the prenulgaticn of the entsrorise's

1 Brand Louis Business Finance & Management approach -
Longmengreen - London 1965 - Pg. 365,



Planning should, however, be complemented by controls.
The result of the enterprises should be measured con-
currently against projections. To judge the effective-
ness of financial planning, financial control is the
most important process of financial management., This
financial control functicn is composed of four distinct
phases and each phase is referred to as a step. These
steps are: (i) determination of operational standards,
(ii) evaluation of the enterprises actual performance
in relation to predetermined standards, (iii) instiga-
tion of corrective action in the case of deviations and
(iv) follow-up action to ascertain whether corrective

action is effective,

‘Tne profitability and the conseqguent stability of an
enterprise deprends on the manner its finance functions,
especially, planning & control functions are performed.
Profitability is the result of the means and methods
employed in planning & contrelling various functions of

5]
business . In chapter 5, an attempt was made to have a

comparative study of the achievements of physical norms

and their co-relation with financial profitability. The
factors which affect profitability and which are either
cirectly or at least indirectly connected with the

iinancial planning and control are;

(i) Project planning and execution,
(id) Capital structur- decision,

(i1i) Pricing policy of the products,

(iv) Regulation of inventories & accounts receivable,
() Imbalanced factor composition,
(vi) Cost efficiency, and

141

(vii) working capital decisions including its financing.

These are briefly examined.

1 Mchsin M. Financial Planning & Contrel, P.1



(1)

(ii)

PRCJECT PLANNING AND EXECUTION

Project planning & project execution have a direct rela-
tion to the cost of the project and ultimately to the
cost of production and consequently to the profitability
of that project. This has been elaborately dealt with
under project implementation, cost and time over runs

and over capitalisation (5.1).

CAPITAL STRUCTURE DECISION

The proper capital structure decision has a favourable
impact on the profitability. But this decision appeared
to be £aulty in the case of identified Pertilizer Enter-
prices. In the capital structure of the enterprises
under Fertilizer Sector, loan capital was excessively
high at the time of establishment of these enterprises.
High loan capital ratio adversely atffect the profitabi-
lity of the enterprises as largs amount of interest on

loan capital is dekited to profit and loss account as a

charge against profits. In case of the identified enter-

. ?rises debt equity ratio for the year 13884-85 works out

as under;*

FCIT .o e 1.00 : 1
MFC ‘oo S 1.06 ¢« 1
N=®L .“on ese .24 ¢ 1
RCF e oo 0.60 = 1

. . N . .
The apprropriate debt equity ratio” in Indian context is
1.

The debt egquity ratio of FCI and HFC who are chronic
losers, is very high while that of RCF is near appro-

priate and of NFL on low=r side,

* Ccmputed from balance sheet data.

1 Macthur, B.P. Public Enterprises in perspective
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(Aspects of Financial Administration & Control), Pg.138.
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(iii) PrRICING POLICY OF THE PRODUCTS

The product pricing policy of an enterprise has a direct
b=aring on the sales revenue and inturn on the profita-
bility of that enterprise. This is so, because the earn-
ing power of an enterprise is conditioned by the factors
affecting the system of pricing of the products. There-
fore, a defective pricing policy will greatly hamper the

profitability of an enterprise.

‘Pricing policy of public enterprises in India differs !
from that of Private Enterprises, in that it has a Micro
objective as well as a Macro implication'.1
In case of fartilizer (Urea) prices are fixed by the
Government as per recommendation of the FICC and 12 per-
cent return on net worth is allowed to the enterprise
subject to achievement of 80% capacity utilisation and
prescribed consumption norms. However, for products other
than fertilizer (covered by FICC), prices are fixed by the

enterprises., Other products manufactured are;

NFL - Methanol
RCF, Trombay - Methanol, mixed fertilizer & Argon,
Methylamine Sodium Nitrite/Nitrate,

Ammonium bi-carponate.

)
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(a) Cost plus pricing

(b) Marginal cost pricing
{¢) CLCiscriminatory pricing
(d) Import based pricing

(e) Externally determines pricing
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the products not under perview of FICC, generally
1

i

ort basad pricing is £ol

O

bing into account cost,
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Diversification of product range has helped NFL and RCF to

improve their proZitaovility.

1 Pricing and investment in Public Enterprises
V.V. Ramanathan (sd) Oxfcord IBH, Naw Delhi 1979.



(iv)

(v)

(vi)

REGULATION OF INVENTORY

Inventories is the vital component of working capital
which influence the size of working capital to a great
extznt. Therefore, effective regulation of this current
asset is imperative from the view point of efficient
maintenance of liquidity of an enterprise.. Inventory
management has been elaborately examined in Chapter 5,
Section 5.6. Poor inventory management is the result of

inefficient material planning and financial controls.

IMBALANCED FACTOR COMPOSITION

Excessive acquisition of land, surplus manpower, high
administrative expenditure, over staffing, etc. are
examples of imbalanced factor composition.1 Each of
these exercisss pressure on total cost & ultimately

results in low profitability of an enterprise.

In FPCI and HFC, there is surplus manpower (Table 38 & 39)
which besides increasing costs, contribute to other
management problem, This too accounts for inefficient

control.

Cost efficiency directly influences the profitability
of an enterprise. righer cost of production advearsely

Iy

s the earning power and nence, r=sults in low

n
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azility.

A general fesling prevails that the cost of production

in the Public Sector industries in India is on the high
si:ie.1 In corder to examine wow far this feeling has

been applicable in the case of the identified enterprises
during the period under review, the trend of cost of

production as given in Table 28.
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OUTCOME OF DISCUSSIONS AND INTERVIBWS,

From the discussions held with the Finance Executives,

the

(a)

(b)

(c)

(a)
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study can be concluded with the following observations:

All enterprises have finance manuals describing
organisation procedures, delegation of powers for
committing expenditure, formats and other related
issues, but pragmatic planning of expenditure and
its delibrate control is not much exercised. The
major concern of the finance executives is to keep

the filesclean and not economy aor efficiency.

There is no systematic review & control over unpro-
ductive expenditure. =Review takes place on adhoc
oasis at the instance of Chief Executive or on a
gquerry from some guarter. Self motivation is rare.
Comparatively in this area also RCF is little better
placed,

The enterprises have not tried to use the budget as
a tool in the meaningful way as a performance budget.
The annual budget have rarely been scanned for veri-
ficaticn., Little attempt has been made to formulate
regponsibilities budgeting to serarate controllable
ant uncontrollable factors of different levels of

mar agement,

o=
-
i
D
x

ecutives including Director Finance are busy

wit: files and have no tim= to 'think' for kettermant

of the enterprise., It may not be wrong to mention that

the Senior Managers and Executives of level I to III
are paid for 'thinking' for the enterprise and not

signing ‘'routine' orders, control is to be effected

feed vack and selective report. This practice is

invariaply not in existence.
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Some of the important financial planning & control
functions namely, determination of short-term
financizl objectives, introduction of budgetory
control and itz main ingredients, standard costing,
and analysis and interpretation of financial state-
ments thrcugh ratio analysis, fundi flow analysis
and break-even analysis had not been performed

efficiently in the enterprises.

Most of the decision making finance functions of

ct

e enterprisas such as capital invaestment decision
function, capital structure decision function,
fixation of long-term financial objectives, etc.,
had been performed by the Government and enterprise

finance feels relieved of this.

The enterprises management had to function under the
strict departmental control in that it had to submit
regularly its performance reports, annual accounts &
budget estimates to the corporation and the controlling
ministries, and its azcounts and affairs were subjected
to three types of audits each year. All efforts of

the finance execucives are oriented to see that audit

querries are avoided.

Thare had veen frequent changes in thes top managsament
cf the FC1 & HFC which has affected continuity of

direction and surervision ani control.

Absence of clearly defined as well e&s rzalistic
objectives, targets, eificiency levels, cash surplus
generaticns, etc., in the cases of the enterprises and
acvsence of any clesr-cut line of demarcation of res-
ponsibility betwzen the controlling ministries, sector
corporations and the enterprises have paved the way to

concealing the inefficiency of the enterprise managsment,
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PERSONNEL MANAGEMENT.

BACKGRCOUND .

Personnel Managem=nt is very important function aiming
at developing motivation, culture, work potentiality,
willingness, and the job satisfaction, and personal

need realisation, etc. of the employeg;which are all
abstract but very vital to productivity performance

and profitability% Out of all the factors of production,
viz. man, machines and money, man is by far the most
important constituent. It is man, who is behind the
machine, who operates it, who maintains it. If he is
unwilling worker or manager ané develops indifferent
attitude it can do more harm than good_ to the Enterprise.
Man is subtle, it has mind and it has ego. '"Man comes
to work to satisfy his physiological, security, social,
intellectual, self actualisation needs. He brings to
work situation his encrgy, his.potentialities to perform
and satisfy various needs and in turn expects

. ces 2
proportionate rewards and recognition.”

REVIEW OF PERSONNEL MANAGEMENT PRACTICES,

Personnel Management is not merely maintenance of
personnel's files, creating and dealing with cases
but' it is a sccio-psyco approach aiming at evolving
ocout a satisfied carefree worker. This concept is

totally nonexistent in the identified enterprises.

It is not in the scope of the study to go deep into

the personnel management practices and procedures
prevalent in the identified enterprises but nevertheless
an attempt had been made to collect information,
impressiong and views on various issues of different
categories of employees, viz. young trainees, middle
level officers and workers, old managers, supervisors
through interviews and guestionnaire as at Appendix-

and compile then. The gist of rerlies on various

issues is given hereunder:

1. Deen Bandhu, Manager, Human Capital & Productivity.
"Froductivity" NPC July, 62.

2. David R. Hampton - Organisational behaviour and the
practices of Management ~ Foresmen & Co- 1973,
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1. Personal manuals :

. All the four identified enterprises have elaborate
Personnel Manuals which contain recruitment rules,
specifications for various posts, eligibility for
promotion, promoticon policies, leave rules, encash-
ment of leave, medical benefits, other benefits like
group insurance, selection committees, confidential
reports, powers to creat posts, casual appointment
conditions, etc, But whenever reguired rules are

byepassed.

2. Approach & work culture :

rPersonnel Management personnel have clerical approach
more of manipulation and less -of motivation. They
believe no work is complete unless paper work is
finished.

Most of the time, personnel officers are busy in
assessments, promotions, in c¢reating problems by
circumventing established procedures and attending
to representations, departmental enguiries, etc.

work culture is not developed.
3. Attitude :

Managers, Executives behave more as bureaucrates
(bosses) than as industrial leaders. Managers
try to behave as if they are indispensible and do

not train systematically their subordinates.

4., Confidential Report :

“Confidential Report System is not practical - it is
filled at a time, no adverse remarks are made and
if made, not communiceted - Improvement of an
employee is seldom attemptedf aAssessment procedures
should pbe changed in quantitative form and / policy
made known to all.

5. Del=gation of Pouers :

Proper delegation of power does not exists. Further

powers as subdelegated are not exercised specielly
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when any'chargesheet' is to be issued or delicate
decisions are to pe taken., Many a times decdsions
are made fate accompli

6. Projected Personnel planning :

“Concept of projected man-power planning is non-
existent.! However, the requirement of graduate
apprentices are broadly compiled after getting
requirements from individual sections and adhoc

decisions are taken.

7. Job satisfaction :

Most of the workers said, "we satisfy our stomach'
It is fcor managers to see for our job satisfaction,
for which they do not bother. Few officers and

supervisors did say, 'we find pleasure in work.'

8. Interactions and communications 3

Everybody is pbusy in his own job. If there is no
job, he is busy in gossiping. There is very very
little interaction between workers and supervisors,
and supervisors and engineers. The concept of team
work is not flourished. Company's objectives and
policies are not known to all.

9. Punishment for inefficiency :

"There is hardly any punishment for inefficiency.
Sometimes, promotions may be d¢afered for a short
period if inefficiency is with indisciplinez The
general impression is neither virtues are rewarded

nor wickedness punished.

10. DMutual confidence :

‘there is a general lack of confidence in each other.

11. Assessment :

"There is a mixed system of assessment. Sometimes,
paper assignment, sometimes interviews, Basis on
paper is seniority cum-merit put it is seniority-cum-

[¥]
favouratism - merit is seldom considered.
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12. Promotion Policy :

Promotions are given by upgrading posts without

any change in responsibility e.g. Personnel
Manager, atter 3 yesrs of service is promoted to
Manager (Personnel) in next scale so also Materials
Manager, Finance Manager, Administrative Manager
and further upgraded to Senior Managers. Relevance
to organisation structure and vacancy of post does
not exists. If people are to pe promoted, posts
are manipulated or upgraded. This causes imbalance
in employment mix relative position and cause
frustration.

Promotion and salaries seldom works as a motivating
force. Rather if not promoted after eligipility
period, employee get trustrated, demotivated.
Theretore promotions upto middle management level
are given to make employee work at original tempo
and efficiency. This is because ot the 'culture of
promotion' cultivated by the Chief Executives and

HOD's under their authority.

The increase in number of employeses of the company
falling under section 217 2A ot the Companies Act 1956res
with companies rules 1975 - tor the identitied
enterprises as given below* will testity the conclusion.
FCI ... 112 in 81 to 484 in 85
HFC ... 105 in 81 to 411 in 83
NFL ... 70 in 81 to 456 in 84
RCE ... 42 in 80 to 554 in 84

953 in 85
Notes Numper ot other years was not availaple

in annual report.

There is no new appointment. All are promoted
employees.

T

* Interrirm comparison of plants - opPn 1985,
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In public sector there is neither efficiency criterion
nor tests for promotions. Question of availability of
posts also, many a times, does not arise, as multiple
posts to take care of upgradation of existing incumbents,
are created. This is 'IE promotion culture!, "Promotions
take place on mass scale in senior positions, as well,
even in loss making companies"1 like FCI and HFC and
sometimes at an accelerated rate causing imbalance in
other enterprises. This is not so in the Government or
the panks etc. For example in Accountant General's
Cffice, unless clerk passes departmental examination of
subordinate accounts service (8AS), he cannot go beyond
aAssistant upto his retirement. Similarly in Bank,
departmental examinations are prescriped with minimum
gualification, for promotion o selected stages. In
railways also there are separate cadres. Policies of
respective departments are made known to all employees

and there is very little grumbling on this score.

This promotion culture,coupled with security has resulited
in stagnation and has adversely affected. vitality of

the enterprise and operational efficiency.

1 Merarji besail - inaugural address - National convention
of Public Sector 1979,
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13 Overtime :

_Workers often make a case for overtime to complete
the job or otherwise. One jokingly remarked that
"we are given pay to attend office, 0.T. is for
actual work". Management fixes percentage of OT
as a control and workers demand it as right whether
work exists or not. The extent of overtime payment
for some plants of identified enterprises is given
below:

Taple- 44 DISTRIBUTION OF OVERTIME AS PERCENTAGE OF WAGES *

PLANT. 1981-82 1982-83 1983-84 Average

of 3 vye=zrs,
FCI Sindri 20.40 12.67 17.61 17.89
HFC Durgapur 38.00 16.23 35.60 29,93
HFC Barauni 51.84 53.79 61.40 55,867
NFL Nangal 6.56 6.02 7.71 6.76
NFL Panipat 23.12 29,30 32.44 28.29

RCF Trombay - 23.50 31,17 27.33

From any standard and criterdgon this O.T, is high.
Factory rules prescribes limitation on 0.T. per week
pbut this is not adhered to; Officers too have been
fighting for 0.T. but not yet succeeded. 1In RCF it

was allowed in disguise during Thal project stage.

14 Security :

*Security of job is hundred percent. Even if there is
a 'charge' cf misappropriation or misconduct, the
procedure adopted is so lengthy that it harsdly proves
any thing. &and suspension if any, becomes 'pboon' as
lot of arrears are paid.

15 Training :
there is well equipped training centre in all plants
for inhouse training, training of exsacutive/engineer

trainees. Few trainee engineers mentioned that

* Interim comparison of plants - BP& 1985,
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"after selection and inductment to individual
department, we are left on our own. Only desire
to learn is to get through final assessment
before regular appointment; sense of belonging
is neither taught or shown". True trainees have
to learn themselves but if this training is
supplemented with guidance from seniors, it will

be more useful to the organisation.

One manager said, "we are sent for training courses
conducted by IIMs and other professional consultants"
On return none of seniors care to know what we had
learnt during this period which may be one to four
weeks." Wwhere is the guestion of utilizing the

training?"

16 Motivation

“The word 'Motivation' is nonexisting in the
dictionary of the Personnel Management. Sometimes

it is borrowed.

17  WORKER'S COMMITTEE, . ©.-

Many employees were of the view that "workers
participatiog}is fake concept as Chief Executives

and General Manager themselves do not want it",

It is a different issue that workers are also not
fairly enlightened. But "employee committee"
specially for welfare programme and operating
corresponding pudget, eliminating overtime,

promoting measures to inculcdate discipline, sense

of pelonging, and work culture can pe instituted with

detinite opjective (para 6.5)

As would be seen the replies are subdued,
do not reflect sense of belonging or hilariarity
of the individual and positive nature of the

personnel management.
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6.3.3 MAN, MANAGEMENT AND BEHAVIORIAL ASPECT.

Behaviorial and Psychological aspects of the personnel
management are totally unknown in I.E. I.E. management
feels that 'any job can be done by any body if we can
apparently do it?' Many a times unwanted reasons in the
plant or otherwise are put as head of Personnel Depart-
ment or incharge of administration department or even
head of materials management. This has happened in all
the enterprises, The consequence is 'Development of
indifferent attitude' in officers in respective

department and germination of peolitics.

Let the PE management realise that they can purchase

a man, they can force his presence, they can ask him
to work, but they cannot control his movements, his
willingness and dedication to job. These have to be
cultivated py inducing proper environment, interaction,
interdependence, recognition, natural justice,
implementation of well defined policies and above all
examplary discipline by the managers and the Chief

Executive.

Many surveys have shown tﬁat employees rate good
treatment even higher than good wages, provided their
relative position is not disturbed. "To cultivate a
willing and motivated employee, engineer, manager and
also .Chief Executive, it is necessary that the ‘management
feels concerned about the 'man' and the 'man' feels
concerned about the organisation‘.‘l And this is a

continuous process.
6.3.4 SUM-UP.

Raw materials are carefully measured in accordance with
the scientifically developed formula, methods of
operations are subjected to time and motion study,
elaborate instrument devices ensure guality controls,
put 'human’' which is the most important constituent

is not properly looked after, and it may pe said,

1 Dazid.R Hamption, Charles E, Summer & E. Ross, A Webber
Organ}sation Behaviour and the Practice of Management
Glenview-III Scott - Foresman & Co. 1973,
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sadly neglected in the identified enterprises. This has
resulted in nonproductive and infructicious expenditures
and inefficient and indifferent services as inferred
from the discussions with employees. There is a strong
need to consider Projected man power planning and
suitable employment mix for the identified enterprises,
and to eliminate/avoid excess employment at various levels,
(specially for FCI & HFC). Excess staff breeds
inefficiency, disharmony and ill-employment and create
unknown operational and management problems and reduces
profitability.

All the problems‘of management finally manifest them-
selves in the problems of personnel management, as
management in thesense is not merely direction of
things, but coordination of person's talent to achieve
optimisation of resources. Man is ‘Human Capital' and
unless it is properly harnessed by job oriented, fair,
objective and motivating policies and practices,
optimum utilisation of materials, money and machines
will never occur.
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EXOGENQUS FACTORS -
GOVERNMENT, PARLIAMENT AND CONTROL AUTONOMY.

PUBLIC SECTOR CONCERN,

As mentioned earlier, the exogenous and tertiary factors
viz. Government and Parliament, have effect on the
management style and in turn on the performance and
profitability of the enterprises., The Public Sector
has traversed long distance of 37 years and during this
period, number of commissioned and committees had been
formed from time to time by the Govermment to look into
the organisational structure and review public sector
policies. The last of the commission instituted was
Economic and Administration Reforms Commission (*"EARC™)
which submitted its report in 1983-84 in several parts
and another Committee to review policy on Public
Enterprises (Arjunéengupta Committee) submitted its
report in 1985,

These reports have dealt with:

PE & National Planning.

.

Organisational Structure.

Autonomy of PE.

Investment approval capital budget.
Executives Appointment & remuneration.

Wage policy for PE.

Accountapilities of PE,.

O N o ;D w N
.

Role of comptroller of Auditor Ceneral.
Relation with Parliament.

- \D
[ IR

Pricing in PE,

[y
[Uny

Price preference.
12 Award of contracts.
13 BPE guide lines.

14 Government clearances and approvals etc.

Inspite of such a concern for improvement, the Public

Sector philosophy and performance have not much changed.
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Thirty seven years of plan experience should be sufficient
enough to warn all (Bureaucrates, politicians and
executives) of the mistakes and failures of the past

and pave a path with conscious efforts, to enable
identified enterprises as well as Public Sector as a

whole to grow and fulfill its avowed objective of
secularism, socialism and self reliance. Honesty of
purpose rather than intellectual debates or discussion

is the call of the day.

GOVERNMENT, PARLIAMENT AND CONTROL.

Administrative Reforms Commission's report on public
undertakings analysed the relationship of Parliament,

) 2 . i * 3 I3 1
Government and Public Enterprises into four dimensions:

(i) Position of Government as dispenser of funds to

the Public Enterprises;

(ii) Overall responsibility of Government to ensure
that the Public Enterprises meet objectives and

take corrective action in time;
(iii) Accountability of Government to Parliament;

(iv) Necessity of the periodic assessment of the

Public Enterprises by the Government and Parliament.

The pcint often raised on PE management style, is the
contrcl by the Government and Parliament and associated
constraints. Policy decisions are often viewed as
‘constraints! or 'impediment'. It is felt that there
should not be any doubt even by intelligentia that
Government is owner and is responsible to Parliament in
the Pclitical system India is having, and therefore,
Policy decisions and Controls by the Government are not
only necessary but also important.

1 PK Basu, Public Enterprises - Policy, Performance and
Professionalisation (pg.10). UN Report on Measures for
improving Resforms of Public Enterprises in Developing
Countries (Fouad Sherf Report), New York - 1973.
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In this context, let us visualise the working of the
private sector. Chief Executive does not have full
autonomy - he has authority commensurate with the
defined objective of profitability with certain norms.
Industrial relations and workers welfare is important
to private sector as well. The total control {rein)

is in the hands of 'Managing Agents' the owner, counter
part of 'Government in Business'. Chief Executive of
private sector is accountable for performance and
achievement of set objectives to Managing Agents.
Therefore, Government has every right to call for
reports and information, review and control performance
of PEs. Thus concept of control is undisputable, but
manner in.which this control should be exercised in
public sector is & matter of concern. There seems to be

great dichotomy between concept and practice.

Government has also failed to discharge its obligations
satisfactorily while affecting control. One of such
vital obligation is appointment of Chief Executive of

the enterprise and development of level-II to take over,

In case of identified units, Managing Directors were

from the old Pertilizer Corporation of India. The second
incumbent in HFC, FCI and NFL were also from within the
enterprise, but thereafter, Chief Executives were
recruited from outside. In that process, enterprise
remained topless; and as intzarim arrangements respective
Director (Finance) was askeé to look after. This creates
lot of frustraticn and heavily affects the efficiency of

the management.

Government as owner knews that Chief Executives of the
various enterprises will supsrannuate on such and such
date and should take immediate action to see that before
he retires, alternate arrangements are made. Ideal
situation would be that would be Chief Executive is
positioned atleast six months before retirement of the
Chief Executive so that former gs=ts through with the
enterprise and can take over immediately after the

retirement of the Chief Executive.
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In this connection as back as 1976 National Convengibn
on Public Enterprise had concluded that "the Chief
Executives and other senior officials of the Public
Enterprise pay special attention to the grooming of
their successors in order that managerial experience
may not suffer on account of lack of continuity and
wide disparity in the managerial talent between successive
sets of management."1 This is not followed, who is
responsible - Chief Executive and Government. Chief
Executive till last day remains in hope of getting
extension and does not groom successor or forces the
Government for successor. Bureaucrates also finds it
convenient to delay decisions on filling up the posts
of Chief Executives.

GOVERNMENT INTERFERENCE.

What is resented by executives and intellectuals is the
excessive authoritative control by bureaucrates which
results in interference in day-to-day working and some-
times forcing a decision. Direct interference alsc

take place but not a common feature. EARC Report No.4
has even mentioned while talking of interference that
"there are telephonic calls from Politicians and
Bureaucrates to favour, in promotion, in appointment or
in award of contract."” This is to stretch 'interference
concept' too much. Do Chief Executives themselves

do not favour contractors or appointments or promotions?

The problsm actually is two way - the attitude and
working style of those sitting in South and North blocks
and the delay in decisions in the Government and
corresponding effect on working style of PE management,
and the attitude and approach of the Chief Executives
and their anxiety to build up rapport with Secretary
for obvious reasons. Mr. P.N. Devarajan Ex-CMD,
Hindustan Organics and Chemicals Ltd. who delivered
presidential address on National Seminar on Autonomy of
PE said "I have no problems with Government, Directors

and with my Secretary, may be that HOC makes profits. 1
May be that interference is with inefficient management."”

1 Laxminarayan - Autonomy of Public Enterprises -
SCOPE-1982. pg. 11,20
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ACCOUNTABILITY,

It is also said that audit by CAG and explanation sought
for by CAG and the Government, deters the decision making
process in PE., This is not correct. Public Sector is
Public and public funds are involved. Working discipline
is necessary to avoid misuse of public funds and enforce
uniform practices. This should not haunt the executives.
They should be in a position to explain their actions.

In private sector also accountability exists. "The
management of PE should become conscious that they are
trustees of the Public and they are working for the

public and good accountability would be obvious.1

AUTONOMY,
Arjun Sengupta Committee recommended:

"The autonomy of Public Enterprise consists in the ability
of its management to exercise the freedom of action in
day-to-day operation, in taking all decisions affecting
their performance, without being restrained by any
external authority, such as the Government. It should,
however, be recogunised that in our situation there are

some inherent limitations on this autonomy.

First, the Government of India is responsible toc Parliament’
and if questions are raised in Parliament about the
policies, performance and operation of any Public Sector
Znterprise, the Minister has to provide answer and accept
the responsipility for the functioning of that enterprise.
Because of this accountability to Parliament, Public
Enterprises cannot be completely free f£rom governmental
scrutiny, not only of their general policies but
occasionally also of some aspects of their day-to-day
operations, where some lapses or abuse of public funds
may be involved. Parliament's authority in such matters
is supreme but it may be necessary to evolve a convention
by which Members of Parliament accept some self-imposed

restraints on the nature of guestions they ask."

1 Morarji Desai - Inaugural address at National Convention

of Public cnterprises - Public Sector -
An introspection - 1979 - SCOPE.
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Arjunsengupta Committee in the same report has also
mentioned that 'as all we know Chief Executives of

PE yield enough authority. EARC has also opined in

the same way. (It is also not understood why two
committees deal with the same subject.) No doubt
Government as owner and its Secretaries have to be very

precise and clear in their guidelines and controls.

From the discussions I had with the Managers and employees
of the identified enterprises, it is explicitly clear
that as far as operation of the plant is concerned, the
Chief Executive has autonomy. Rather the limitation,

if any exists, is the sub-delegation of the authority
and exercising of authority. It is felt that EARC and
Arjunsengupta have blown the concept of autonomy out of
proportion, as if it is autonomy only, which infuses
efficiency in the Chief Executive., "An agile executive
will not surrender to the Government whereas inefficient
one, who frequently commits derilictions, has no option
but to run to the Secretariatﬁl

If the Government as 'Owner' does or cannot steer and
control the Public Sector towards better performance,
it is Government's failure. What is the guarantee that
Chief Executive with full autonomy and without

accountability will do?

To be through with basic concept of Autonomy, responsibility
authority and accountability - what we need is Managers,

who are professionally competent and ideologically

dedicated to the cause of the Public Sector ('Dedication

is significant'). How many we have ? Let us not

live in idealist's paradise.

1 Narain Laxmi - Autonomy in Public Sector - SZOPE pg. 20
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British Management expert, Mr. Geoffrey Mills observes

on Public Sector that'until the policies and objectives

of the Nationalised Industries have been defined,

their activities sensibly limited, their plans consistently
maintained, irrespective of policies, and until the roles
of Ministers, Chairman and Boards are similarly defined

and maintained, these industries will continue to drag

down the average National performance’.1

SUM-UP, ~ MEMORANDUM OF UNDERSTANDING.

Chief Executives do not exercise their authority whatever
they have, Government and Parliament exercises excessive
controls tentamount to interference and accountability
though on paper, is ddffused. All this has affected the
overall management efficiency which, in tﬁrn, has affected
performance and profitability. Predetermined autonomy

for Chief Executive, proper pragmatic objective control

by the Government and Parliament and accountability of
Chief Executive are necessary, but the manner in which
these are being exercised requires revamping with clearly
defined National objectives for each enterprise,
responsibilities of the concerned secretary and

corporate objectives of the enterprise and responsibilities

of the Chief Executive,

The need of the day is to change the attitude of the
bureaucrates, executives and parliamentarians. They
should realise that they are 'trustees of the public'.
Secretary while controlling should play a supportive
role and executives a primary role, @and parliamentarins
should show elder brother's advisory role to enable PE
to perform well. Chief Executive and the Secretary of

controlling Ministry should realise that their roles are

supplementary to each other. And specific but few precise

1. =RK Nigam - Towdrds vibrant Fublic Sector - 1.45.



163

norms and controls by the Minister concerned should be
instituted to see that the two work as a team dedicatedly
for specified goals. For this purpose, National and
vorporate objectives should be clearly defined and
memorandum of understanding (MOU) should be drawn
between the Secretary and the Chief Executive, Chief
Executive and the Minister, and Government and the
Parliament. MOU must have sanctity, direction of an
Act and should not change from Sectetary to Secretary
and Minister to Minister. A system, institutional
arrangements and conventions should prevail, which
would help to improve performance and profitability

of the PEs,

CORPORATE OBJECTIVES, -

Corporate objectives are the goals, aims or purposes

that executives, managers and administrators wish their
organisations to achieve over varying periods of time.
Corporate objectives may be of two types namely primary
objectives and collateral objectives. The primary
objectives are all the activities which are directly
concerned with producing and selling.goods and services
at a profit. For example, survival, growth, economic
contributions andéd profit-making are the major primary
objectives., The collateral objectives are the subsidiary
objectives necessary to carry out the primary objectives
and are concerned with the employees. Their interests and
job satisfaction, means of motivating them and their
personal aspects. For example, creation of job
opportunities, providing economic and financid&l benefits,
civic right and recreation facilities to employees and
providing opportunities to executives to take part in

community affairs are the major collateral objectives.1

1 McrFarland, D.E. Manag:zment: Principles and Practices,
Macmillen Co. - New York, Op. Cit. pg. 175.
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For the identified enterprises in the 'Public Sector,
Primary objective should be: ‘

1. Capacity utilisation at specified norms - e.g.80%,
2. Profitability at specified rate -~ e.g. 12%.
Cocllateral objectives could be:

a. Creat congenial environment for employees
(workers and Managers).

b. Persue uniform objective policies,

c. Provide motivation and incentives to employees
(not always monetary).

d. Develop career opportunities and programmes
for management development.

e. To institute a system of communication, interaction
between employees so that they know all about their
plant affairs.

f. To introduce employees participation by forming
‘work's committee’specially for 'social overheads'

and policies concerning employees."

Government as 'owner' should set standards for above
objectives. Once standards are set,system of day-to-day
guidelines by circulars should be completely withdrawn

and plant performance reports only called on predetermined
basis say monthly.

The Government must have expertise to scan the reports
and provide timely support decisions to the Chief
Executive in solving his problems and limitations in

the plant performance, specially due to excgenous factors

concerning various government agencies.

Besides memorandum of understanding, which may help to
some extent, there is a need to develop 'Public Sector'
“ulture (6.%) to make Public Sector vibrant to fulfill the
aspirations of prosperity of Shri Jawaharlal Nehru, the
Architect of modern India, -~ and aspirations of

welfare of masses of Mahatma Gandhi - the father of the

netion.
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OTHER EXOGENOUS FACTORS.,

UNION.

Each enterprise has 'Worker's Union' affiliated to
Central Federation. A worker is one, whose basic
salary is below Rs. 1600/~ per month. Proportionate
number of workers in HFC & FCI are more while in RUF
and NFL less. This has significance in their strength.
In the organised sector, Pupblic Sector union are the
largest exploiting chunk}

It is sometime felt that why Public Sector should have
‘Union' ! Unions in Private Sector came into being as
the owner ot the private companies used to victimise

and exploit employees and kept maximim - profits for
themselves. While in the Puplic Sector, ‘'protfits' if
any goes to exchequer. Nobody including Chief Executive.
shares the profit., This issue of union, again has
political bearing and has not been dealt with earlier

.by any commission. But this has important bearing on

the Public Sector Philosophy and performance.

Union demands are never ending, riéht from pay increase
to promotions, better uniforms, high washing allowances,
too costlier canteen tacilities, increased travelling
allowance, etc. Many leaders have political patronage.
Many a times, Unions press their demand ' to an extent
which leaves the management in a difficult and sometimes
helpless situation and in this process much harm is done
and productivity and profitability further reduces. Such
losses cannot be measured and recouped. I will cite two
examples, how identified enterprises management decides;

Case No.l :~ Central Government for certain reasons
decided to go in for "Five day a week" with adjustment
of working hours. It was not obligatory for Public

Enterprises to have five day a week. But due to
pressure from employees, Public Enterprises Fertilizer
Units had to accept the demand for five day a week first
in Delhi, then in other regional offices, even in
factory offices,

1 Public Sector in National Economy - CMIE -Jul.83-pg.20
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This approach has in practice reduced workinghours

for office staff without any corresponding increase
in efficiency and affected morale of factory workers.
The result is less productivity and more delays on
official procedures and decisions. In engineering
language, it is a "direct man hour loss". It would
be worthwhile to mention that certain enterprises who
have developed their own philosophy of management like
Bharat Heavy Electricals, IPCL did not opt for

five day a week.

Case No. 2:-~ RCF, as a modern management, decided to

provide uniforms to all workers and officers in 1980-81,
since it had shown profits. It is good and the manage-
ment also saw that everybody put on the uniform while
on duty, CMD too followed the practice.

Employees of other Fertilizer units also started demand-
ing uniforms and finally got through. FCI and HFC who
are chronic losers also distributed uniform. The
expenses per employee comes to almost k. 1000.00 and
total expenses on this account alone comes to B, 13
millions approx. for FCI for every two years. What
industries got out of this expenditure? What incentive
it provided to employee? The said part of the story is
employees do not come in uniform.

The difference between RCF and FCI/HFC is that RCF
management provided this facility and enforced practice
which atleast inculcated discipline, but in case of
FCI/HFC, the decision was forced on management, management
could not enforce any discipline.

Mrs, Gandhi whileinaugurating the first National

Convention of Public Enterprises in 1976 has said
"Especially in a Public Enterprise, there should be no
castg, no barrier between workers and executives, engineers,
technicians and supervisory staff. All should work for
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the common goal of increasing production, of improving
the quality of the goods produced and of serving the

1

country’ (This is far from the existing practices).

There is also the lackadaisical attitude of the
political leadership in curbing irresponsibility and
indiscipline in the staff, labour force employed in

the Public Enterprises. In fact, its attitude is more
pro to the latter than the one which is appreciative

of the view point of the management and that of interest
of the Public Enterprises, in regard to, raising of
levels of productivity and capacity utilization.

General feeling of the worker is, he has right for
over time, right for liﬁerty to work or not to work,
right for additional benefits - while Manageméht has
no right to even terminate services of even one worker
who creates problems or spread indiscipline or is
inefficient.

Adml, Krishna Dev, CMD, Garden reach in deliberation of
National Convention on PE 1976 said "I find that it is

not the employers but the trade unions, who are exploiting
the labour. The trade union activity must be controlled.®

On personal discussion with Senior Officials of various
plants, it was revealed that:

a) Top management is often busy in dealing with
union demands and created personnel problems
and have proportionately less attention for
planning of production activities. They generally
buy industrial peace for a while during their stay.

b) Managers at plant level hawe similar problems.
Union leaders and executives often do not work

and exploit the situations - insist for overtime etc.

¢) On flimsy grounds, employees go on
'work to rule' approach.

1 Public Enterprises in National Economy 1976 -~ SCOPE
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d) Since employees have no 'Fear' and they know
neither virtues will be rewarded nor wickedness
punished, most of them often 'take it easy’
approach.

e) Maintenance time is manipulated to get overtime.

£) There is a general lack of involvement and concern

of an individual and group for the undertaking.

g) Cost conscious hardly exist in most of the
employees.

‘Union' is strength and its role has adversely affected
smooth and efficient management. The need is to
mobilise this strength for a common goal as said by
Mrs. Gandhi. '

People at lower level should feel involved because
ultimately it is not merely judging efficiency of the
Chief Executive or a group of Managers, the Company

as a whole is to be judged. At some stage or the
other, almost everyone participates in the task. And
-unless everyone down the line stands committed to give
the highest quality, it will not be poésible to achieve
the right kind of standards and performance in the
Public Enterprises. GQhief Executive has to play a
dedicated role in this respect in an examplary manner,
Suffice it to record, "“Army is disciplined because
Commander is disciplined".

PARTICIPATIVE MANAGEMENT.

Participative Management often talked for PE can be
implemented in true spirit to mobilise and channelise
the strength ofunion, specially in operating'social
overhead budget' which requires ‘common sense' nct
'*technical sense' and inculcating team spirit. There
are other fields too.
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"Probaply, the Trichy Plant was one of the few plants

in the country where workers' committee was given life.
General Manager Krishnamurthy took personal interest in
each and every workers committee meeting. Every agenda
item was given importance and he converted this so

called Work's committee into a Decision Making Committee}“
This was possible because of honesty of purpose and
dedicated spirit of the manager.

Yo make participative management a success, modus-
operandi should be developed, if necessary under suitable
act, so that:

a) Union becomes a "Employee's Union" and outside
interference and leadership is eliminated,

b) Scope of activities of union and its parameter
are defined,

c) Code of conduct for union is established, and

d) Conciliatiom Boards are set up to resolve dispute,
if any.

This will pave a way for better performance, higher

productivity and profitability of the PE.

‘When people are éoncerned, the real problem is not to
get them work harder but work more effectively. Here
the key is trade union leadership, which in the past
has been largely restrictive'but can be channelised
to ‘constructive'. The employee will give his best
only if he is identified himself with the working
enterprise and develop a sense of pride and loyalty?

6.5.2 LOCATION.

The Plants of the identified enterprises are located
in region (page-28) as under:

FCI ene voe East & Northeast South

HFC ces “oso East

NFL ses ces North

RCF LR N 3 > 8 west
MFL e ces (South for comparison)

1 Prof. Nitishde - Public Sector in Indian Economy-SCOPE 197¢

2 Lewis W Arther. The Theory of growth
(George-allen & Urwin, London.
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From the performance datas on capacity utilization
(Table-5, 26), consumption norms (Taple-20), breakdown
analysis (Table-24), it is noted that operational
efficiency of the plants in Northern and Western
regions are better than the plants in Eastern region,
This can, to some extent, be partially attributed to
'work culture' of the people in each region. CMIE
records, "with regard to the Public Enterprises, we
should understand that there is one adverse factor
about which perhaps not much can be done and which
nevertheless does adversely affect the profitability.
This is location factor. The labour situation, the
general, social and the political situation is
extremely-unfavourable in Eastern region".1

Effect of locational factor can be minimised and work
culture improved by the objective management practices
and regarding workforce as an integral part of the
system and an important constituent of the production.
Mr. P.C. Luther did put this concept in practice at
DVC, Durgapur and showed results, Haldia Refinery and
plants of Hindustan Levers are operating well at Haldia.

While on location, it may be mentioned that proximity

of office or Corporate Office to the plant sites also has
an impact on working of the enterprise. NFL Plants

(at Nangal, Panipat, Bhatinda) are located within few
hours of reach from head oftice at Delhi. This has
enabled CMD of NFL to make monthly visits to plant sites
which has helped in solving nroblems expeditiously after
examining the issues on the spot, boosting up morale of
the employees and plant management and ensuring good
industrial relations. Similar is the position of. RCF.
But in case of FCI & HFC Head Office £s at Delhi and the
plants are located in East, Northeast and Southeast.
This has rather restricted regqular visits of CMD to
plant sites and the achievements thereof.

1 Public Sector in Indian Economy - CMIE - Nov.86-Pg.205.



