CHAPTER I
INTRODUCTION

'"Public Enturprise! 7s is known popularly may also be
vreforred to as 'State Enterprise! since the involvemant of the
puplic as such is not significnant and for all practical purposes
it is the St~te which establishes, controls and makas it accoun=-
table to itself. Another view is that in India the appropriate
nomenclature for the Central Governawent's Undertokings and State
‘Government 's Undeortakings could be 'mational enterprise’ and

" respectively. Yot another view is that of

'Stato enterprise
naming all such enturprises ns 'social enterpfises' mainly ba-
cause of the social objectives 2ttributed to all Governmant
ghterpriseses Thouph, in o sense, this may appear to be o ques-
tion of anly a name,1 it involves, in a subtle uay, diffueront

perceptions obout tho objectives as uwell as acceuntcbility.

Accountability means to 2ccount for ome'’s action and to
report on the achievement or Frilure of thoe prescribed objectives.
HoucveTr, lack of a clear cut dofinition of accountability in tarms
of 'to whom', 'for what' ond ‘hou' - has left the problem unsol-
veds Besidoes, thate 1s the delicate issue of moking the PSEs
@ccountable without =ffucting their cutonemy and day-to-day admi-
nistration.

PSEs oare creations of the Government and are placed in

hands of their Chiof Executives, Boards of Dircctors for implemon=-

1« The issuaes bout nomenclaturs arg based un the response to
the Qe.Noe.I of the two Questionnnires issucd (Please seo pe 6)e
Throughout this study, however, the mora popular name 'Public
Scctor Enterprise’ (PSE) is used.



tation of the dovelopmental and industrial taosks envisaged by

the Government. The Government being the only or the most impor.
tant shareholder, must ensuroc accountability frem the management
in ordar to satisfy itsalf theot the public investments are safe
and productiwe and that the objectives for which the enterprises
have boen set up are being reclised, so that it cam, in turn, dis-
chorge its nccountability to the legislaturcee No ona can there-
fore yuestion the need for or relevance uf accountcbility, since
it is vury esscnce of public investmants. Howasver, this accounta=-
bility aspect gives risg to the element of 'control' in a wider
sanse, in the rclationship between PSEs and the Governmunte. Ac-~
countability is therefore cn oft discussed and s?ress creating
problem with referwnce to their relationship, since cantrol is
sometimes looked upon 7s negétiun of autonomy. The balaneing of
t he needs of autonomy with riference to tha fFulfilment of accounw-
tability is thus of great importance. But in o democratic set
up, the varied interaests of the controlling groups on the func-
tioning of tha enterpriscs, hampoer the cutonomy and accountobie
lity system. This ofton rosults in the interfercence in the day-
to-day 2ffnirs ond lead to progressive reduction in the autaonomy
granted to the enterprises and which may, in turn, affoact its
afficirency and ullimntcly defect the very objectives fFor which
the onterprises werc createds Henes, a balance is sought to be
strtuck betwgon the needs of accountability and the freedom from
close controls necessary far functional autonomy and 2chieve-

ment of rozults by the enterprises.



Accountability for regsults naturally prosupposes the
cXxistence of certcin well defined gbjectives, This is an area
where, despite more than three decodes of experimonts with PSEs,
there has not been ndeguate clarity. The controlling authori-
ties of P5SEs ten! to mecsurc the perform2nce cof enterprises
against thoir own conceptian(which often changes) of what achig-
vement of P5ts ouvght to be, and tie enterprisgs may be totally

unawnre af suth concaptlionses
Nature of the Problaem

There apnerrs to be 2 better nppreciaticn at all levels
about the need for accountnbilityes Even if the idoa as such is
acceptable, perceptions nbout whot constitutes accountaobility
may dif fer between the different claimants to accountability.

It is in this context, & better understanding of the concept of
acrountability is envisnged. Next, the instruments and institu-
tions established to cnsure accountnbility and their effective=-
ness have to bn ~pproprinte to the changing percoptions about
accountability. fAcdded to the above, o Lalance is to be struck
betwesn the necds of tcpounteobility and autonomy taking into
account the renlitics in the political, esconomic and gocial scte
UPe

Importance of the Study

The mast remarkable devceclopmont in the Indian Econemic
Administration sirce Indepuondence has been the phenomenal growth

of investmont in PSEs. Yot surprisingly, tha administration

e
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of these entcrprises has become 2 subject of consider:ble intge
rest to academicions and the Government. As o rgsult of this
profound interest, considsrable literature has emarged on the
differcnt facuts of the orgonisational dynamics of PSEs. One
could Tind cose stulies 2s well os comparative studies, empiri-
c=l 7s well s nurmative anzlysis on this subject macttere A
characteristic feature of the administrative studies on PSEs
so far is an almost exclusive focu. on the aperation of the
Cantr: 1 Covernnient Undertakings, resulting in thc neglect of
the analysis of the performance of enterprises owned by State
Governmentse. Thus the one sidsed focus has evidently crected a

gap 1n the literature on the Indian public sectors.

Another justificnation for this study 1is that almost all
the studies on this issuc have provided an imstitutional approach
i.0e, thay hiave revicuwed the Uifferent institutions that exist
to unsure accountabilitys In othar words thair prime congern
is to examine tho usefulness of the lenislature, with its dg-
bates, gquosticnyg, cvommittecs stce, along with the role of zudi-
tors @s instrumgnts to ensure accountability. Whot has been
missed in the process is tih-t these studiss have not cansidersd
tho questions os tu the scope and dimensions of the concept of
accountabhility itself.

The present work is n maidan e¢ffort with the primary aim
of fulfilling & heurlstic purpese and examining certain salient

probluym argas of Government Undort kings of a State, particularly

with roforence to 'Yaccountability of the Public Sector Entorprises




owned by Stite Governwent of Temil Nadu' - & State where the fFirst

gverl public enterprise came into being in Indiae

Objectives of the Study

The mnin objective of the stody is to provide a comprehen-
sive analysis of thu working of the accountability systam of the

PuEs awned by the Government of Tamil Nadue. This is dormg by:

1) examining the concept of accountobility with o view to bring

out the multi-dimensional implications of theo concept;

2) applying the concept of accountability of the PSEs in terms of
(1) Efficiency of the enterprise, (ii) Accountability as 'model
employer ', (iii) Ac/ountability to Consumsts and (iv) Accoun-

tability to the General Public; and

3) roviewing the traditional or conventional instruments vis-oeyis
institutions that exist to ensure accountability ond ascertaine
ing as to how far ths toouls, techniguec and institutions help

in ensuring aciountability.

Sources of Information and FMethaodology

Apart fFrom published data on the public sector, ronging
gver the periodicnl reports and accounts of the PSEs, parliamen-
tary debates ~ng other arfficinl publications, the roports of the
Estimates Committee, the Public fAccounts Commititee and Committee
1. It was the fladras Presidaency Government which as early as

1898, started industries, under State Control wnd management,

A.De Agarwila, 'state Enterprises in Indial!, Chaitanya Pube-
lishing House, Allahabad, 1961, p. 29.




on Public Undertokings of both the Parliament and Tamil Nadu'ls

Logislative Assembly and the audit reports by the Comptroller and
Ruditor General, data receivoed from the PSEs in response to ques-
tionnaires issued have been analysed for the purpose of the study.
Further, elaborate discussions were held with the Board Members,
Managing Directﬁrs and Senior Executive Officers of many PSEs,
Senior dUfficers of Government Departments, Senior Officers of
Comptroller and Auditor Generel Office in Tamil Nadu, wmembers of
various legislative committecs and other experts connected dirsc~
tly or indirectly with PSEs for the purpose of expert opiniaon on

the issue 'Accountobility of P3Es in Tamil Nadu'.

Tuwo scparate qucstiunnaires1 were prepired - the first uas
issued to the Managing Directors of the PSES in Tamil Nadu anpd
the second to expoerts connected with PSkEs. Out of the 55 Corpo-
rations and Boards which were functioning as on Moy 1980, ques-
tionnaires were issued to 50 of them for which 30 units respon~

ded.

The second questionnalre Jas issued exclusively to experts
directly or indirectly connccted with the PSEce Thosce experts
include former Managing Dircctors and Offlcecs off the Corporations,
present sccretaries in variuosus dgpartments which control PSEs
both at the centre and state level, academicians fFrom different

Universities ond Institutus, Officials of Institutions whoro

1. Whersver the infermation ghtained through the replics to
these Questiannnires is used in the study, referance ig inade
as Questiennaire I and Questionnalre II as the case may be.
These two Questionncireas «re given in Appuendix I ond I1.




some sort of study is carried on FSEs like, Standing Conferencs
of Public Sector Enterpriscs (SCOPE), Institute of Public Entar-
prises, Publir Enterprise Cuntro for continuing Education, Offiw
cials of Actountant Gencral DFF%ce and finzlly membars of various
Lagislatiug Cummitties, cspeclially past and present members of the
Committee on Public Undertakings of Tamil Nadu. Out of the 150

questiannairus issucd to thuse exparts 120 responded.

Limitations of thg Study

Though the rasponse frum the PSEs in furnishing the data
required far the stody has on tho whole been good there are a few
gaps caused by the non-availability of adeguate information.

Thus thie generalisations bascd on the data examined are bound to
be representative of the public sector as a wholo though there
may be excaoptional PSEs. Thuse exceptions however, do not, as

they need not, affect the validity of the broad conclusion.

The problen of accountability of PSEs is partly an gconomic
problem and partly a sociv-political problemes Hence it is
qualified by elements of subjoctivity at all stagos in visua-
lising the purpusc of accountability, in formulzating the means,
in assessing their eofficioncy and suggesting improvements. It
is tharefoure, difficult to expuct unonimity on details in those
matters on the part of perscns belonging to different groups,

such as legislature, Government departments, PSEs, and independent
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eXpuertse. However, this study is presented as a dispassionate
discussion of all aspects of the problem os viewed from the
anglas of the controlling agencies, accountable enterprises and
the public intcrest in whose interest the problem of accountabi-
lity ariscs.

The thoor.ticol foundations for the study are largely
drawn from the experience of the nationalised industries in the
UeKe and the undortckings of the Centr.:l Govarnment of India,
This has bewome unuvoidochble because, practically, there is no
study avnilable on undertakirngs ouned by a State Governmeants As
a result, observations based on the experience elsewhgre havae
been used throujhout the stuuy to establish cortain principles and
also to comment on cortain prceticese Howover, these have been

done after o carceful congideration of the compareble situotionse

The study has set ne tigid limits about the period for
which the data are to be colloctede As Far as theorctical 1issuss
are concerned, this limit is not necessary and on specific issues
like on measuring ef ficiency in PSE€s, data have been collected

for the period 1976«77 to 1978-79,

The nged for making different approaches to study, the

problems concerning the different ferms of PSEs is more or less
ignored and a unified, comprehenslve approach has been made due to
two reasons. The first rcason is that the Government has no
Departmental Undertakings and all the commercinl and ingustrial
undertakinms are componics. The sccond ruason is the distinction

betueen different forms has been practically wiped out by the



Covernment in course aof times A Teference about this issusg is

made in Chapter VIl.
How the Study Proceeds

This study presants both theoretical and factual informa-
tions The thegoretical part is drawn from tho experience of ather
cauntries as well as the PSEs at the All-Indiaz level, while the
factual part is based on the published reports and data provided
by the P5Es themselvss. Besides, thore ara expesrt opinions

gathered throurh the guesticnnaires and personcl intervieus.

The discussion based on all the above ospects is presented
in the thesis in eight chapters, including the present one which
has provided the background, described the purpose and explained

the methodology of the study.

In Chapter I1 an attempt is made to provide, in a nute
shell, the conventional approaches to tho study of the problem
of accountability, Jince %F appears certcin that almust all
previous studies examina;gkg instruments or the institutions
that are established to ensure the cccountability systen and no
serious attempt has been made to examine the scope of the
accountability concept itself. Hence this nped is fulfilled
and an attempt is made tou bring out the wany fracets of the con-
capt of accountability itsaBPe following the logic of private

busimess enterprises, the PSEs, it is suggested, too hiave many

claimants to Aaccountability.
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An enterprisc, creatoed as o legal person, should bs made
accoundfable to itself, in fFirst instzncae, in term- of its affi-
cient functioning ond fulfilling the objectivas For which it has
bean establishedese Hoence Chapter IIT entitlued 'fficiency Accouns
tability ' deals with the problems and dilemmas in the context of
establishing norms as well as measuring efficicncy of PSEs. With
some sult=ble models, sample studics aro made to assess this part

of thao accountability.

The next cloimont to occountability is the employoes of
the enteorprisce Sinco the PSEs themsclves claim to be 'Model Em-
players', their policies and practicos as madol employers - from
recruitment to providing welfarc benefits = arc examined in the

Ch‘jptcr V.

The consumgrs come next to claim accountability. Though
they cre not an organised group, recognition of their importance
and honourin?rtheir rights form the bnsis of modern busincss phi-
losephy and honce the ways and menns by these aspocts are dealt
uith under the PSE systom are oxamined in Chapter Vo entitlod

'Accountahility to Consumers'a

The PSEs are vstablished with the public money and as such
it would be only Foit if they are alsg troated an par with othors
or at lgast as one of thoe claimonts to accountability. Hence,
Chapter VI titled os 'Accountability ta the Public' oxamincs the
possibilitics and protloms involved in making the PSEs diroctly
or indirectly accountable to the public at largo or the society

as suche This noceds the careful cansideration of tho problem
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as tu how far the PSE manuger can use some une else's (tax payers)
monoy R som: others (tha benceficiories). Only a feu such acti-

s
vities appear to be less controversizl and such they are examined.

In Chapter VIly picking up the threads left in Chepter 11,
the instruments avnilnble nnd the institutiouns egstahlished to en-
sure acrcountanility ore examnminod with @ view tu find out how far
these ingstrumeatb. arel institutions scrve the nesd and take into
account the many fracots of the concept of accountability of PSEs,
A logicnl outcume expecterd oul of such nn arnalysis would be to
consider the pussibility of assessing and reshoping them into
specizlised institutions adaptable to consider the differgnt
aspgets of acrountability ef PSEs which are basically commare

cinl and industrial undertokingse

Thg last chapter, ofcouurse, provides a cummary of tho
findings made in the earlier chapters and also attempts to make

a few suggestionsto refourm the cccountohility system.
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