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CHAPTER — 1

INTRODUCTION

1.1 Nature and Scope:

This research study aims to analyse the organisation-
al.administrative and managerial dimension of Fublic Sector
Enterprises i1n Mizoram. There is practically no written documents
nor systematic study on the worbting of Fublic Sector Enterprises
in Mizoram. This issue has not yet attracted the attention of
scholars. This 1s because of the fact that Fublic Sector Enter-—
prises,both departmental and entra departmental have come up in
Mizoram only 1n recent years. It 1s 1n this context that the
present study of Fublic Sector Enterprises in Mizoram are talen
up and this study represents a first step i1in the direction of

further researches on Fublic Enterprises in the state of Mizorem.

1.2 Geo—-Political Profile of Mizoram:

Mizoram 1s one of the seven states i1n  the North
zastern Region of India. Earlier Micoram was tnown as Lushea
411ls District and 1t was one o+ the Districts of Assam state
till 1t became a Union Territory in 1972. Mizoram attained full
fledged statehood on Z0Qth Feburary 1986. It 1s a small hilly area
lying approximately between 21.58° to 24.25° North Latitude and
92.15°% to 93.29° East Longitude. The total area ot the state 1s

21,087 sq.lm 1 constituting about 0.64 percent of the total



geographical area of India. It has a strategic location havaing
Iinternational boundary with Myanmar in the East and North,and
Bangladesh and the Indian state of lripura in the West. Again,it
15 bounded by Cachar District of Assam and Manipur an the North-
ern side. Mizoram 1s divided intn three Districts.,namely.Ai-
tawl,Lungler and Chhimtuipul with their respective headqguaters
being at Aizawl,.Lunglei and Saitha. Each district 1s under the
charge of a Deputy Commissioner. UChhimtuipul District has three
auvtonomous district councails -~ (1) Mara Autonomous Distriaick
Councal (2) Lai Autonomous District Councal.and (27) Chalma Auton-—
omous Dastrict Council with District Council Headguarters at

Saiha.Lawngtlai and Chawngte respectively.

There are 20 Development Blocls.each under a Blorl
Development Officer. According to the 1971 census.,there are 698
habited villages and 22 towns. The general welfare of the people
in the villages are managed by Village Councils who are democrat-—
ically elected for a period of three years. In 1994, there were

681 villages in Micoram having Village Councils.

3

1.3 Demographic Charateristics of Mizoram:

The population ot Mitoram.according to 1991 cennsus
stood at 689,756 consisting of 758,778 males and TIR.771
females.: A growth rate of 28.98 percent has been reqgistered
during the decade 17981 to 1991. The decennial agrowth rate regis-

tered during 1971 to 1981 was 48.5% percent. This shows that



there has been a significant drop in the arowth rate of the

populatuiron in Mizoram.

The literacy rate of Mizoram 1s 81.22 percent.Male
literacy and female literacy rates being 84.06 percent and 78.8°9
percent respectively. Density of population in Mizoram 1s 77 per

sq.tm. against 247 per sg.km. 1n India. The sexn ratio in Micoram

is 724 temales per 1008 males.

Uf the 689,756 persons in Mizoram, 269,177 live in the
rural areas and 217,04@ 1in urban areas. 1his indicates that 37.230
percent of the population live in rural and the rest 46.70 per-—
cent in  wurban areas. While the populates 1n the urban
areas,durung the decade 1981 to 1991 has registered a phenomenal
growth rate ot 160.27 percent.the decadal growth rate in respect

o+ rural had fallen by @.74 percent.

1.4 Socio - Economic Feature of the State:

Agraiculture 15 the baclbone ot the state econaomy.
According to 1991 census - 61.7 percent ot the worling population
of Mizoram are cultivators. Shitting cultivation 1s the major
agricultural system except in some valley plains where permanent
wet rice cultaivation are practised. Recently,.,the state government
introduced New Lamd Use Folicy (NLUF)Y) 1n order to control and
replece shifting cultivation by providang the rural population

with alternataive i1ncome generating activities. This policy 1s



wpected to bring about progressive reduction of areas under

shifting cultivation and bring prosperity to the rural people.

The state is industrially backward and the .contribu-
tion of the industrial sector in the economy in term a+ output
and employment generatién is very low compared to other Indian
states.The principal characteristics of Small Scale Industri-

al (881) Unit in Mirzoram as on March 1988 are summarised in Table
1.1.
f

Table 1.1 Principal charecteristics af 85I Units in Mizoram
(March 1988)

Sl.No. Particulars Units Total

}. Units registered Nos. 17

2. Employment Fersons 4225

. Fixed investment Kupees in 17286
lakh

4, Investment in plant RKupees in 472
and machinery lakh

5. Working capital Rupees in 457
lakh

6. Froduction Rupees in 14/0
lakh

7. Capacity utilisation percentage 71.68

Source : Basic Statistics 1992,North Eastern Council,Shillong.

The state has low infrastructural basze. Some of the

important indicators of infrastructural development of the state



arw summarised In Table |

Table 1.2 Indicators of Infrastructural Development of

B e ®

Mizoram.

51.No. PArticulars Units Total

1. Foad length per 1800 sg.bm. b s 20.99
1999

o Hoad lengbth per LOO& popu- b m 72.87°
labtion 1939

T Fopuletion per doctor DErsSnnsg 127

4, Villages slechtrified March parcent Lo 7h./
=gz tokal villages

e Fer capita consumption of FWH o7
glectric powsr 1909

biw Fer capil bta budgeted expon- Rupess G4ébéH .0
drture un education (Feve-
nue account) 19287 to (990

. Her capaite  evpenditure on Rupeses 474,008
health 1999

a, Fer capita plan outlay Rupiees 5000 . 00
(YIL Flany

Source : 1.Basic Statistics of North East Region 1987,1982,North
Eastern Council,Shillong.

2.Centre for Monitoring Indian Economy,Basic Statistics

Volume 2.September 1989.
The Mizos are highly homogenoos sthnic group and btheay

helong to Mongoloid stock. tThey came under  the anfloence of

Christian Missonaries in the 19th Century and & majority of them

now pracitise chrigtianity.

The Miso society 2

brat

& & Cliime

oire
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attaches



areat importance to tainship,social relations and co-existence.
fhere 15 no discraimination on grounds of soncial status. fhough

the patriachal system i1s practised.women enjoy & position of

honour and freedom i1n society.

1.5 Meaning and Nature of Public Sector Enterprises:

More than a century ago the liberal school ot politi-
cal philosophy was under the influence of the doctrine of ‘Laiss—
sex Faire’'. Under this doctrine the government was eipected Lo
leave business alone and confine 1ts activities to the maintain-
ance of law and order. lhis.it was believed would lead to the

-

greatest happiness of the greatest numbers. -

|
!

The exponent ot the economic freedom did not visua-
lise the evils of factory system ushered in by the aindustrial
revolutionsthe etffects of huge enterprises of great 1ndustraial
combinations,.upon public welfare. This shoot the public faith in
the doctrane of ‘Lailssez — Faire’' for 1t tended to lead the
greatest geood of a small number of people who owned or controlled
vast business emplres.The public opinion changed and esxpected the
government to give up hands-off policy and tale measures which
would lead to more eguitable distribution of wealth. Since the
greatest happiness of the greatest number failed to materialised
u%der ‘free enterprise’ the state was obliged to step in as an
enterprenuer., 4The recent years have been particrularly marled by

an i1ncreasing i1ntervention by state in the =sconomic field.



fhe 19th century comcept that the i1nterest of the
society 1s best served by the state interfering as lattle as
possible with the lite of the people has lost 1ts meanang
and.with 1t,has lost support. 51he important factor leading to an
erpansion of state intervention i1n economic affairs was Lhe
social evils which accompanied the aindustrial revolutionithe

inhumanity of man to man,thg emergence of private capitalism

which damaged man.his securaity,his welfare,etc.The +irst world
_man.his security Ihe tirst wor

war necessiated a further increase in state antervention. [For

mobilising maxaimum resources for the war .1t was essential for the
OD11151NC

state to control and regulate the apparatus of DroducilQDJb The

Great Depression of the thirties showed the need for greater

intervention by state in economlc aftfairs with a view o  coonlrol

business fluctuation. The Second World War gave a further step to
usiness fluctuatio

take participation in economitc matters.

State Enterprise has become a world wide phenomenon
in the Zﬂth'century. State Enterprises have come i1nto existence
1n all countriesiwhether capitalistic or socialisticidevelor:d or
underdeveloped. In the words of Hanson,"Whatever the ultimate
perspective may be,the country anxious to develop economically

has no alternative but to use public enterprise on a considerable

scale,at the very least in order to get Lhings going.”

The Fublic Enterprise 1s an objyect of study ot di-

&erse aclLences..auch as Falitical Economy and 1ts specific econom -

1c discaplinesithe science of planning.industry etc..an jJurispru—



dence.the publais enterpraise 15 treated not only as an economic

but a legal category as we11.7

The term "Fublic Enterprisse’ may refer to all govern-
mental activities. Since each and every actavity of & government
has some direct or remote bearing on development.,it 1s jJustitied

and examine and analyse government activities under the caption

‘public enterprise’.

Again . Fublaic enterprise’ can be defined as an
activity of the government., (Central or State or Locallinvolving
manufacturing or production of goodsiincluding agriculture.,or
making available a service either directly.that i1s departmental -
ly,or through an autonomous body with the government having a
majority ownershipithat 1s more than S@ percent of egiuty. It
denotes an organisation operating (or supposed to be operating)

on commercral principles.wholly or partly owned and effectively

controlled by a public authority. 8

In a Fublic Enterpraise.the price charged for goods
and services 1s expected to cover the cost.ln some cases,the
price chargsed may not cover the cost.but the aim is that in the
long run the enterprise as a whole would alteast breal even.
Social services and the administrative apparatus of the govern-—

ment are not covered by the term "Fublic Enterprise’.



Again, Fublic Undertabling 1s often.stricltly speal ang.any
activity of the government,business or otherwise 15 1ts undertak-
ing.but the term.perhaps has a limited use for economic and
commercial activities. As such,a more comprehensive detinition
has been given by S.S.khera: "By a state undertalings 1s meant
the aindustrial,commercial and economic activaity cerried on by the
central government and a state government.and in each case solely
or 1in association with private enterprise so long as 1t 15 man
aged by a self-contained-management’. Thus Fublac Enterprise
implies the ownership and management of industries or other
publiec enterprise by the government or other public bodies such
as statutory corporations.government companies.municipal boards
etc. The activities so undertalen by the stete 1n the economic
field eoere commonly termed as ‘State Undertalinags’ ar ‘Publaic

Enterprigse’ or 'Fublic Corporations’.

Broadly,the following criteria may be used for label -
ling governmental activities as public enterprise:

{a) Activities which entail manufacturing.buying and
selling and provision of commercial services.

(b)) Activities which are financed not from taxation,
but from 1ndividual payments.on which alone their wuse can be
made.This eicluded 1nitial invesment by government as well as
governmental grants for meeting public undertat ings’ losses.
Fublic Enterprises unlite traditonal activities ot government are
revenue generating and self-financing.

() Goods and services in providing which governmsank



aims to cover cost of production.

Some non-economic activities lile universities and
hospitals sometime charge a fee for their service.but as 1t dasg
not cover the cost.such activities are not publaic
enterprise, though they are owned and managed by the state. Fublic
utilaities lite raillway,post and telegraph are publaic
enterprises;though managed departmentally,rt the objiective 1s 10

breal -even over a period of time.

v/{ﬁ 1ts simplest sense a public sector or a public
enterprise may be thought of as a business organisal Lon

owned by government.

)

Fublic Enterprise pertormes functions atin to those
of the private enterprise with their ownership control vested in
government. As enterprises they are engaded in the production of
goods and services,and thier marteting,in much the same way 1n
whlch’ the praivate business organisation do. At the same
time,however.,as public organisations,they are owned and con -
trolled by the government and.,therefore.remain exposed.lile the

government departments themselveé.to direct and 1indirect pres-—

sures from politicirans.caivil servants and public at large.

What does public enterprise impliy conceptually ™ The
approach we may apply in outlining the concept 1s to consider the
meaning and significants of the two terms "'Fublic’ and "Enter -

prise’ which go to constitute the phrase "'Fublic Enterprise.’



Fublic Dimension:

V.V.Ramandhan suqggests three constituents of the
public concept:(a) Non-Frivate accretion of net benetits (h)
Fublic decasion maling and () Social accountability.whereas
Yair Aharoni emphasises (1) public ownership and (11) the control
of internal decision making process by public bodies as the two
criteria  for judging the publaicness of an enterprise. Thus the
core of the public dimension would seem to Jie in the +ollowing
elements:

{a) Fublic ownership

(b) Fublic decision-mal 1ng

(c) Distinctive objlectives

(d) Fublic accountability

(e) Fublic control, and

(£) Fublic management.
Enterprise Dimension:

P
In consadering the enterprise dimension we_  once
again,face the definitional problem of what constitutes enter-

prise. The Dictionary 7

meaning ot enterprise 1s simply any pro-
Jected tas! or work. Stricltly speaking., any activity of the
government, business or otherwise, 15 1ts undegtallng or  1ts
enterprise. We proposeto follow the under mentioned criteria for

judging 1f an undertal ing 1s an enterprise or non—enterprise.

(a) Whether the activity 1t 15 engaged in 1s or 1s

not of a business nature 7



(b) Whether the undertaking is financed by government

taration or individual payments made by the users of 1its gnods

and services 7

(c) ¥ the undertaking is supposed to be financially

viable 7
(d) How does the undertaking achieve viability 7 The
suggestion is that viability must be achieved through a price-

cost equation.

The general‘approach which may be adopted in defining

public enterprise is to exclude from consideration the tradition-
‘ :

al activities of government and concentrate on those which are

business like in character.

{

Another important point +to be mentioned here ig

whether incorporation of public enterprise is an essential defin-

ing characteristic or not. It is desirable if a corporate status

is conferred on public enterprises to free them from the rigid

rules and regulations which typically characterise the public

administration of a country. It is also hoped.by conferring a

|

b
torporate status on public enterprises,to achieve a broad separa-

tion be tween the government’'s role as a sovereign and its busi -
ness role. When accorded a legal status a public enterprise is

more easily distinguishable from regular government agencies.
!

Howevwer,if incorporation 1s used &8s a defining

:characteristic,it would result in the enclusimn ot departmentel
{



.

vndertal ang from the public enterprise sector of a country. This
would  be contrsry to the facts becawse many ot the wundertelings
i the state lite Mizoram,for sranple.tower  and klectricity

Department . Micoram State Transport Departmenbt,Tourism Department

1a
31

and Forest and Environmentzal Department sbtc.are departmentally

managed . Theese satisfy the criteria of an enterprise but do not

T

function g5 legel enkitbie

ui
4
x
i
i
i
s
X
h
]
ik
i
i

and percel of govern

ment .

vfg’dec1d1nq which particular avibivity o+ the govern-

ment may fall under bthe category of public onterprises.we havio
used the following criteria:

{a) It whould be an entreprenwerial actaivily involv-
ing  buyaing  and  selling.or menufacturing and  production or A
commercianl operation.

() lhe products or services produced by these
undertat 1ngs are sold for a price.

(o) In respect ot these undertal ings.the government

aims to cover the cost of 1ts operasations.

1.6 Patterns of Organisation of Publaic Sector

Enterprises :

Fublac esnterprises adwp%% a variebty of tforme of
A it

organteatbtion for 1bs administrative set up. The form of organisa-
tiorn  of public sector undertal 1ngs has an amportant bearang  on

the success of the enterprise. Thr raght choice of organisational

st up would promote good adminltstration snd this furthsr wowld



lead to sound and efficient management.,better service and higher
production. On the other hand a wrong choice could hinder good
administration. W.A.Robson said that there are seven forms of
publaic enterprises,namely:bDepartmental Management, the L.ocal
Authority,the Regulatory Commission,the Mixed Enterpraises,the
Representative Trust.the Joint Stoct Lompany and the public
corporation. However,5.S.t hera has divaided public snterprises on
the basis of ownership and found four forms.such as,Fublic Enter-—
prises owned by the central government,8tate Government Enter—
prises,Enterprises under Joint ownership of the central and state
governments,and the jJoant enterprises of the government and the
private entreprenuers. It may be that bthere can be several point
o+ views on which public undertal angs can be categorised. For
instance.we may categorised them as financral enterprises.devel-
opmental enterprises.industrial enterprises.commercial enter—

prises and so on.In our study.we have identitied four types ot

Fublic Sector Enterprises.namely Depa#tmental Undertal 1ngs.Gov—

1 > 4
ernment Company.Statutory Corporation and Co-operative Societies,

1.7. Method of Creation:

A departmental undertal ing may be {formed in two ways
ﬁiiggJ an eyclusive department for the purpose may be created and
charged with the responsibility of managing the undertal ing. The
Fower and Electraicity Department.,Tourism Department and the
Mizoram State Transport Department are examples from Mizoram.

Second.the undertaking may be entrusted to a department within




the department. The department manages 1t along with 1ts other

activities. For erample,lrraigation project i1s managed by Depart-

ment o+ Agriculture in Mizoram.

[hus,the creation of the departmental undertal ing  1s

done through an Erecutive Urder.

/
JLo—operative society may he created by a registra-
tion of every co—-operative snciehy a5 per co—-operative sociekbies
Act,1948. The said legaslation aoverned the registration.wort ing

and management of co-operative organisation.

The Indian companies Act of 1706 has to be evoled
while creating the Governemnt compaeny type of orgaenisation. Zoram
Industrial Development Corporation i1s an example of this type of

organisation in Mizoram.

The statutory corporation i1s constituted by a special
statutory law passed by the state legislature i1n the case of
State Level Fublic Enterpraises.the Farliament ot India i1n the
case of central Fublic Enterprises. The Micoram t hadi and Village

Industries Board i1s an example of this types of organisation in

Mizoram.

1.8. Coverage of the Research:

The present research awims to study the difforent

forms of organisation of Fublic Enterprises in Mitoram and their




adminsitrative as well as managerial dimensions. In Mizoram  a
large majority of the undertal ings are departmentally managed.
Very few of them have an extra-departmental or avtomomous manage-
ment. There are four main forms of orgsnising public enterpricsein
Mizoram these are - Departmental +4orm ot organisstion,Lovernment
Company, Public Corporation and the Co-operative Societies form.
It 15 good indication that more and more extra-departmentally
managed enterprises are coming up 1n MizZoram in  recent years.
Fresently, the following autonomousiy managed Fublic Enterprises

are operating in Micoram.

(a) Zoram Industrial Development Corporation Laimited (ZIDCD)

{b) Micoram Co-operative Apex Banl Limited.( AFEX EaN© ).

(c) Mizoram State Co-operative Marteting and Consumers Federation
Ltd. (MIZOFED) '

(d) Micoram t hadir and Village Industries Board (MHVIE)

(e) Mizoram Food and Allied Industries Corporation Lbtd. (MIFLO)

(+) Zoram Electronic Development Corporation Ltd. (ZENICS)

(g) Mizoram Aper Handloom and Hardicraft Co-operative Society
LL.td. (MAHCO)

(h}) Mizoram Handloom and Handicrafts Development Corporation
Limited (ZOHANCO)

(1) Mizoram Agricultural Marltetaing Corporation Limited. (MAMCO)

0f the above mentioned autonomously managed enter-—
prises.the Mizoram t hadr and Village Industries Roard 1s the only
statutory corporation which 1s constituted by a speciral statutory

law passed by the Mizoram Legislative Assembly in 19827, The Zoram



Industrial Development Corporation. Miroram Handloom and Handa-
crafs Development Corporation and Mizoram Agriculture Marketing
Corporation are Government companies 1ncorporated under the
companies Act of 1936. The remaining enterprises namely;s the
Mizoram Co-operative Apen Banlk, the Mizoram Handloom and Handa-—
crafts Development Corporation,the Mizcoram Ape;: Handloom and
Handicrat+t Co-operative Society and the Mizoram State Co-opera-
tive Marveting and Consumers’ Federation are regaistered enter-

prises under the Co-operative societies Act of 1948.

In Micoram.1t 1s observed that the tey sectors of the
economy,such as.generation and distraibution of Electricity,Ivrri—
gation.Tourism,Sericulture,Horticulture,Forest etc.are continued
to be departmentally managed. Regarding the actaivities of these
bodies,the government does not treat the caitizens of the country
as a sovereidgn ot ruler but as a businessman or an i1ndustrialast.
The relationship of the citicens and the government in regard to
these activities.i1s more or less synonymous to a relationship of
buyers and sellers. These activities are revenue generating
activities and not revenue consuming activities.unlite the case
with publaic administration proper. These activities are
again,.self Ffinancing actavitiesithey are suppose to generate
revenug which shall be adequate to meet the costs involved. It 1s
often argued that the public sector i1s not mean to male profits
but to discharge crucial social responsibilities. However,i1t 1s a
tact that i1n the absence nf a specific criterion to measure the

degree o+ 1ts success 1n that regard,such an approach has ofton



served as an excused for i1nefticiency.

In deciding the coverage of the research in
question.and the undertatl ings which might be included withain 1ts
scope.we are governed by the above mentioned criteria. The form
of organisation through which an urdertal ang might be managed is
in no way the deciding criteriaon for effecting & demarcation
between public enterprise and public administration dimensions of
the government.although it 1s true that wmost public undertal 1ngs

tend to have an extra-departmental form of organisation.

Departmental management of public enterprise 1s best
surted 1n case of enterprises which are important from the point
of view of secrecy and defence. Such enterprises are ordinarily
owned and operated not with a view to =arn profits but  for
achieving certain national goals and servaing public enterest. For
an i1ndept analysis of the organisation.administrative and manage-—
rial aspects of Fublic Sector Enterprises in Mizoram, tbthe present
wort 15 contined to a few selected public under tal ings of the

state. Four Fublic Sector Enterprises are selected for detailled

€

investigation and systematic study.namely:— v///

(a) Zoram Industrial Development Lorporation Ltd.
(b)) Mizoram t hadyr and Vallage Industries Board
(c) Mizoram Co-operative Apex Banl

(d) Mizoram State Transport Department.

These public undertakings are selected from Liwz



organisational point of view and they are representatives ot the
isting organaisation patterns i1 Mizoram. Thus,Zoram Industrial
Development Corporation (ZIDCO) Ltd.i1s a gover%ment company
registered under the Companies Act ot 19346; Mitoram hkhadar and
Village Industries Board 15 a statutory corporation created by a
special Act passed by the Mizoram State Legislative Assembly:
Mizoram Co—operative Aper Hanl 1s a co-operative society regis-—
tered under the Co-operative Societies Act and lastly.the Mizoram

State Trénsport 1s a departmentally managed wndertal ing.

1.9. Objectives of the research:

The present research study has the +ollowing objec-
tives: -

(a) To investigate and . analyse the
organisational ,administrative and managerial dimensions of Fublic
Sector Enterprises in Micoram.

(b) To identity the problem {faced by Fublic Sector
Enterfrises in Mitoram. 1

(c) To study the profit and pricing policy ot publac

sector enterprises of Mizoram and to prove into the eftectiveness

of the control system.

(cdd) To evaluate the role and pertormance of Fublic

Sector Undertalkings in the economic development of Mizoram.

(e) To analyse various {actors which a+tfect the



dominance of departmentally managed state enterprises over other

system of organisation in Mizotram.

1.10. Methodology and Sources of data:

fhe methodology adopted for the study mainly consisth
nt collection of information and data from the {our selected
public sector enterprises. Fersonal itntervierw with ey officirals
o+ the orgenisations were also made to have a deeper understand-
ing of the decision mal 1ng process and the menagement system of

the covered undertal 1ngs.

Basic data relating to crganisetion structure of the
enterprises are collected from the selected Fublic Sector Under -
tat ings and other sources of data rhcluding Auditors
Report.Annual Report and other ofticial records both published
and unpublished.The data so generated are analyselzwlth simple
statistical tools such as percentages,averages,and other simple

diagramatical representation.



1.11. Scheme of Chapters:

Chapter—-1 : Introduction:

[he chapter deals with the aims and oblectives,basic
concept of Fublic Enterprise,coverage ot the research and method-

ology applied for the research.

Chapter—-2 : Pattern of Public Enterprises in India:

This chapter deals with the evolution and organisa-
$1ona1 framewort of Fublic Enterprises in Indie. Attempt 1s also
)
made to highlight the impact of the introduction of New Economic

Folicy on the Fublic Sector Enterpraises in India.

Chapter-3 : Patterns of organisation and Administra-

tion of Public Enterprises in Mizoram :

This chapter deals with the Origin.,growth and pat-
terns of organisation and Administration of Fublic KEnterprises in:

Mizoram.

Chapter—-4 Pricing and Profit policy of Public

i
Sector :
!

An  attempt 15 made here to elaborate pracing and

!

profit policy of Fublic Sector Enterprises in Mictoram and other

qelated 1ssues lite Autonomy and Accountabilaity.



Chapter-5 Role of Public Sector Enterprises in

Mizoram Economy :

This chapter is devoted ko study and find out the
position and performance of Fublic Enterprises in Mizoram Econo-

myl

Chapter—6 : Powers and Functions of Board of Direc-

tors of Public Enterprises in Mizoram and its relations with

Government :

This chapter deals with the oraanisation.position and
role of the Board of Directors in the Management and Administra--
tion of Fublic Enterprises in Mizoram and their relationship with

the Government is also studied.

Chapter-7 : Conclusion :

The concluding chapter is meant +to highlight ouv
findings and observations based on the analyses made in  our

study .
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CHAPTER ~ 2

PUBLIC SECTOR ENTERPRISES IN INDIA

2.1. Evolution of the concept of Public Sector in Indias
lhe need for the creation of the public sector was
felt after attaining Independence. The role and the scope of the
public sector was defined by the Industrial Feolicy Resolutions of
17248 and 1956 1n the context ot dynamic national policy. The
industrial Folicy Resolution ot 19396 said @ "1The adopbtion of the
socialistic pattern of society as well as the need +or planned
and rapid development reguire that all i1ndustries of basic and
strategic importance or 1n  the nature of public utailaty
services,.should be 1n  the public sectors”. fhis concept was
incorpaorated ain  the First and Second FPlans. The idea was  to
provide a firm base for setting up core i1ndustries lit e
power ,.coal.steel,fertilizers,atomic energy and machaine building

in the public sector and to have the rest for the private sector.

Thus, the expansion ot the public sector in the field
of industries toofk placp 1in & big way with the launching of the
Second Flan (1956-&61) which gave top priority to the rapid indus-—
trialisation of the country. The Second Five Year Flan adopted
"socialist pattern of society” as the qoal of socilo-economic
policies of the government. The objective of national economyia
policy became the promotion of rapid economic growth combined
with more equal dastribution of i1ncome and wealth and economac

opprotunities for individuals and for various regions. The crea-



.

tion of such a pattern of society.according to the planning
authorities required the public sector to move towards '"command-
ing beights" in the operation of the economy over time.lThe
following statement in the Document of the Second Five Year Flan
makes clear the role of the public sector in the planned economic
development of the country."For creating the Socialistic pat-—
tern of society the state has to take on heavy responsibili-
ties. The public sector has to eupand rapidliy. It has to play
a dominant role in shaping th entire pattern of invesment—-both

N

E:ixggg_égg_pgblic in the economy and has to initiate development

which the private sector is unwilling or unable to undertake. The

—

responsibility for new developments in certain major lines of
activity which require the use of modern technology,large-scale
production and a unified control and allocation of resources must
be undertaken in the main by the state. Fublic ownership,partial
or complete,and public control or participation in management are
specially required in those fields in which technologicél consid—
erations tend towards a concentration of economic power and of
wealth,private enterprise has to play its part within the frame-—
work of the overall plaa. In a2 growing economy there is scope
both for public and private sectors to expand simultaneously,but
if development is to proceed at the pace envisaged and is to
contribute effectively to the larger social ends in view, it is
inevitable that the public sector must grow not only absolutely

but also relatively to the private sector". <

In the pre-Independence era.only the railways ,post

and telegraph department,port trusts and some ordnance factories



are ?einq run under state control but in the last four anB hal+f
decades the public sector has emerged‘as a major factor in the
country’'s economic growth. Fublic sector enterprises now consti-
tute a major national capability in terms of their scale of
operation.coverage of the national economy.technological capabil-
ity,and stock of human capital. There are over a thousand public
enterprises., about 700 of which are owned by the states. The rest

-

are in the central sector. -
2.2, Patterns of Public Sector Enterprises in India:

Organisationally, there are three types of public
sector enterprises in India: (i) Departmentally managed:  (ii)
Fublic Corporations, and (iii) Government companies. The company
form of organisation is the most common. Hesides these three
basic forms, public enterprises, may also be organised,depending
upon tge regquirements of specific situation in  the following
forms

(a) Semi—autonomous Enterprise

(b) Control Board

(c) Operating contracts

(d) Co-operative Society

(e) Form of Organisation of Non-Frofit making Fublic
Enterprises.

2.2.1 Departmental undertaking :

Under this form of organisation, a public enter-

prise 1is run as a department of the government. Departmental



undertakings are directly subordinate to a ministry. The study
team on public sector undertaking of the Administrative Reforms
Commission has mentioned the following as the principal charac-

teristic of the departmental under‘taking.5

(a) It is financed by annual appropriations from the
treasury and all, or a majority share of its revenue are paid
into the treasury.

(b) It is subject to budget accounting and audit
controls applicable to government activities.

(c) Its permanent staff consists of civil servants,
and their conditions of recruitment and service are the same as

other civil servants.

(d) It can be sued only by following the procedure

prescribed for filing suits against the government.

V/{Ae departmentally managed public undertaking have
some definite advantagesb. Under this form, the concerned minis-
ter who is responsible to leéislature, has the advantage of
exercising the maximum control over the public undertakings.

Hence,maximum public accountability can be ensured. Again, it is

a simple form for organising public undertakings.

The departmental pattern of organisation has some
limitations. Basically,this institutional pattern is designed to
handle the traditional,sovereign functions of government and,as
such,the rules and regulations,and procedures.within whdse frame-—

work it functions,are incongruent with the requirements of busi-



ness manaqement7.They have to rigidly follow the rigorous rules

and regulations. Hence,they lack +flexibility,initiative,dynamism

and drive.

Departmental undertaking is the oldest form of organising
public enterprise. In India, the traditional public enterprises
like the Railways, the Fosts and Telecommunication.
Broadcasting,etc.are even operated in the form of departmental
organisation. The other examples of departmental undertakings are
Chittargnjan Locoﬁotive Works,Integral Coach Factory,Tarapur

Atomic Energy Flant etc.

2.2.2 Statutory Corporation :

W.A. Robson describes statutory corporation as the
most important constitutional inovation of this century. When at
the dawn of the present century, the government began to assume
enterpreneurial role,.it found increasingly necessary to look
around for organisational and procedural modalities ‘suited to
carry out its new industrial and business functions. The tradi-
tional department o(ganisation stood discarded in favour of the
modern corporate organisation.

According to the International Encyclopaedia of the
spcial  sciences,"A corporation is & form of organisation which
enables a group of individuals to act under a common name in
carrying on one or more related enterprise, holding and managing

praperty and distributing the profits or beneticial interests in



such enterprises or property among the associates. Its structure
1is defined and sanctioned by a statute, charter or certiticate
granted by the statejiits shares are transferableszits life is
independent of the lives of the individualsy; and its debts do not
usually create a liability for the latter". It is created by a
public authority with defined powers and functions. It is admin-
istered by a board appointed by government to which it is answer-—
able. In India,Coal India Ltd. ARir India,Indian Airlines,National

Thermal Power Corporation etc.are statutorily created by Acts of

Farliament.

The basic ideology of public corporation rest on
antonomy in its normal,often described as day—-to-day operations
of the enterprise. The rationale of creating a public corporation
is that commercial activities require guick decision which ‘ordi-
narily departments are either incompetent or unwilling to arvrive
at. The public corporation,as an autonomous unit,can be more

flexible and agile in its operational framework . v

2.2.3. Government Company :

Whenever a government company is to be set uwup for
management of public enterprises, the provision of the Indian
Companies Act of 19396 have to be invoked. According to Article
617 of the said Act, a company is called as a 'Government Compa-—
ny” if at least 351 percent of its paid up capital is held either
by the central government or by a state government or by both

central and state government. Most of the extra-departmentally



managed undertal tngs i1n India are. i1n fact. a government company
eq. Steel Authority of India. lndian Fetrochemicals Corporation
Ltd.etc. We may mention that there are the merits and demerits of
government companies compared to public corporations. In the
{irat place. as compared to public corporations 2t 15 easy and
convenient (o set up a government company. [The whole long-drawn
and time consuming process of tresh enactment can be conveniently
by—-passed. No fresh enactment i1s essential for setting up a
government company. (Only provision of the companies Act have to
be i1nvoled and the company will be there. It 15 the only form of
management of public enterprises 1n which wathout any anconven-—
i1ence, government can make uvuse of private capital.be 1t trom
inside or outside the country. HBesides, there 1s healthy competi-

tion between the private and the government companies and this 1g

good 1n the interest of the consumery.

It may be mentioned that "Government company’ and
‘Fublic company’ are not one and the same thing. Accordaing to  the
Companies Act, a public company 15 one which 15 not a privakho
company,the membership of which 1s open to the general publac
under the provisions of 1ts articles. The minimum number required
15 seven, but there 1s no limit to the maiimuam number.BGDvernment
company 1% a company in which not less than 91 percent of the
paid up shares capital 1s held by the government. Up to 49 per-
cent of the p%ld up share capirtal may therefore be held by prai-

vate i1ndividuals or financial institutions.

A Government Company may be either Frivate or Fublic



Company. The point which needs to be specifically underlined ain
this connection 1s  that an the phrases ‘Fublic  Company’ and
"Fraivate Company’ the respective prefinxes have nothing to do with
*he ownership attribute of either category of companies. Regard -
ng  the number of share holders. there can be, N a praivate
ompany, as few as two share holders but their upper laimit can
ot gxceed fifty:s as against this. 1n a public company. there 1s
o upper limit aimposed on the number of share holders. Again,a
rivate company cannot i1ssue a prospectus: whereas, a publac

ompany must file a prospectus or a statement 1n lieu thereof.

3. Growth of Central Public Sector Enterprise in India:

As on March Zlst 1997, there are 245 Central Fublic
ector Enterprises, excluding bants., financaal institotions and
lepartmental undertal angs lile the rairlways. parts.etc The growtl
1 anvestment 1n Central Fublic Sector Enterprises i1s  shown 1n
‘able 2.1. It will be clear from the table that since 1291. The
wmber of industrial and commercilal undertal inos ot the Central
iovernment has i1ncreased from 9 i1n 19250-51 to 245 unit ain 19902-9.
ind  the capital investment has increased from Rs. 79 crores to
$.146.971 crores on Zlst March,1972. The investment 1s 1n  the

Form of equity capital and long term loans.



Table 2.1. Growth of Investment in Central Government Enter-—
prises

As on 1st April No units Total Investment
{ Rs.crores)

17561 ] 29
1956 21 81
1961 47 948
1949 84 897
1974 ) R 6237
1980 177 18100
1985 21 426773
1990 244 FITI
1991 246 112.896
1992 246 175,44
1997 =245 146.971

Source: Government of India,Public Sector Enterprise Survey

(1992-93)

N
H

Break up of Investment in Central PSESs:

Out of the total investment of Rs.146.771 crores akt
the end of March,1929%, the share of enterprises produvcaing goods
amount to Rs.106.86% crores (1.e.72.7 percent of total) and that
of service enterprises was Rs.29.000 crores  (L.ee about 6.5

percent). Ne balance of Rs.l.1¥04 crores was accounled for by



sompenies under construction (3.8 percent). (he details of breal -
up of wnvestment in Central Fublic Sector Enlterprises are summa-
rised 1in Table 2.2. The enterprises i1n the power grouvp had the
highest investment at the end of 1922-97 (19.0 percent). This wa<s
tollowed by steel accounting +or 12.1. percent. Next.in aorder of

mportance were petroleum (19.7 percent)., coal and lignite (2.6
percent). minerals and metals (4.9 percent)., fertilaicers (4.2

a

percent), engineering (7.7 percent) are 350 on.

In the service sector., the most tmportant are finan--
cial services accounting for 12.0 percent followed by transpork
services %9.0 percent., telecomunication service .4 percent., and

trading and marterting service 1.8 percent.

Table 2.2. Break-up of Investment in Central Public Sector

-

Enterprises.
o B o - Investmen; ;;rcent of
S1.No. (Rs.crores) Total
1 ) ) ——;~ o 3 o
1. Enterprisis under cons;;;ction 1.1@4-_ @.;
A Enterprisis producaing goods 106,865 72.7
a) Fower 27 .942 19.0
b) Steel 19,082 ' 17,1
) Coal and laignaite 15,668 19. /7
d) Fetroleum 14,179 .6
e) Mineral and metals 7.123 4.7
+) Fertilirers 5.870 4.

g) Engineering 5,455 27



h) Transpart Equipment T 678 1.83
1) Consumer anods 2.979 2.0
J) Agro-—-based A2 .1
3. Enterprises producaing services 27,002 LG
a) Financiral services 17,621 12.0
b) Transportation services Tab7 .l
c) Telecommunication services D012 A
d) Tradina and marteting services 2NS7 1.8
e) Other services > bH.124 4.0
—————— -—TDTAL :(I+2+3;; 126,971 100.9

Source : Dutt, Rudder and Sundharam K.P.M.,Indian Economy

32nd Edition,S.Chand & Company Ltd.1995,New Delhi,P-159

2.95. Performance of Central Public Sector Enterprises:

The financial performance of the public enterprises

has been a matter of wide interest and concern. Table

d )

presents the performance of Central Mublic Sector Enterprises in
p

Indis.



Part

1.

L

10.

e 2.3

1culars

Uperating enterprises 188
1) profitable enterprises 184

1) loss—mal 1ng enterprises 87

Capirtal employed 21925
Gross margin 4012
Gross profit 2654
Net profat 445

Proflts.of profit making

enterprises Vin9n
LLosses of loss—maling
enterprises 848
gatlo of gross margin to
Capital employed 18.2
Fercentage of gross

protit to capital employ

~ecl ., 17,10
Ratio of not profat

to capital employed PRI i

”y
i

124

189

Rs.crores

12203 -

19212

11102

"y e
U S

17.94

18.488

oW oan Lt

118490

22475

1.:85/7

2475

6149

2674

18.97%

Source : Government of India, Ministry of Finance

vey 1992-93,New Delha.

Economic Sur-—



’

-

As  seen from Table 2.2 profits ot profit  mal ing

enterprises went up from Rs.129% crore an  1981-92 to s .14
crore in 1991-92: but the losses o+ loss—mal ing enterprises also
increased from Rs. 848 crore to Rs.3A74 crore over the same
period. Thus Fublic Sector Enterprises earnerd a ratse of return of
2.27 percent on capital employed in 1790-91. which declined tn
2.092 percent 1n 1991-92. During 1991-922. ninoc FSEs  have shown
improvement 1n their performance over 1790-91. The gross margin
(L.e.before depreciration.interest and tases) of FSEs as percent
of capital employed improved from 190.88 percent of capital em

ployed 1mproved from 10.88 percent in 1990-91 to 11.69 in 1991~
72.  The heavy capital investment in the past combined with a

massive 1nterest burden eats into the gross margins of Fublic

Sector Enterprises and results in an unsabtisfactory financial

pertormance overall.g’/

The profitabilaty of Fublic Sector Enterprises in
179122 ain terms of ratios of gross margins, gross  profits and
net profits to capital employed at 18.797 percent, 11.69 percent
and .07 percent, respectively, has not improved over the last
ten vears, and was. i1ndeed.depressed 1n 1990-91 and ouly slightly
improved ain 1991-90 as compared to past several years. They are
observed to be., on the whole, lower than those for private enter-—
prises. However, the performance ot public enterprises varieos

witdely and some of them have profitability ratios comparable to

private enterprises.

The loss—mal ing public enterprises also represent a



varliety product or industry aroups and martet structures. They
are large enterprises which are monopolised and operated in  the
core sector,while the remaining ones function i a compstitive
environment producing a variety of grnnds and services. As bebween
these categories, the monopolise aconunt for about three-fourths

of the capital employed and one—-fourth of the accumulabed losses:
the competitive enterprises employing & guarter of the
capirtal,.male three—quarters of the losses. |he share of monopn-
lise and competative Fublic Sector kLnterprises in employment 1s

nearly equal.

J/The loss—mal 1ng monopolise mentioned above anclude

Food Corporation of India, Indran Awrlines Corporation,Delhy
Cone Murhoratlonh D Saue

Transport Corporation, Coal India L.td. Vavyudoot, EBharat Gold
W

Mines.National Firm Development Corporation and North Easkern

Kegional Argacultural Marlteting Corporation.

The remaining loss-matl ing enterprises, of which aboutb
half constaitute siclt units talen over by the Government from the
private sector. saccount for the bull (about three—-fourbths) of the
losses of public enterprises. The loss per employee 1n these
enterprises exceeds the average wage rate. The Government hes
also been borrowing at a high cost from the martet to support

them. They, therefore, deserve special attention i1n  economic

restructuring.



2.6 Public Enterprises Under State Governments:

Mot  much information 1z avallable aboutbt State Level
Fublac Enterpriaeg (SLLFEs). The anstitute of Mublic Enterprise at
the i1nstance nof the Flanning Commission. has comuiled wnformation
regarding SLLFEs. As on March 1 ,19B4. there were 626 SLFEs func-
tioning 1n 24 states. The investment 1n SLFEs, as on March,1986.
was of the order of Rs. 18,000 crores, as  against Rs..1.860
crores, as on March 71,19277. While inclusive of State Electraicaty
Boards and State Road 1ransport Corporation.total investment
stood at Rs.2%,000 crores in 1986. as ageinshk Rs. 2.5974 crores in
1977. The average rate of growth of i1nvestment in State Level
Enterprises during 1977-84 period was of the order of 20 percent

per annum.

The above figures refer to the investment i1n  non-
department enterprises of Central and State government and do nol
include departmental undertat 1ngs lile Reilways, Fosts and Tele-
graphs and other depar tments, which account for an investment of
nearly Rs.25.000 crores. 1f all these are included, then the
total public sector investment i1n the entire cnuntry, in all
tinds of enterprises (departmental and non—depar tmental), at the
centre, state and local level.,would be around Rs ... 20,000

crore. 10



2.7 PSEs under the New Economic Folicy :

Beginning with mid--19%91. the government of lndia has
made some changes i1n 1ts economic policy which marts a big depar-

ture from what has géne before. The main teatures of the New

Economic Folicy are @ Liberalisetion., Fraivatasation and Globala-

sation of the esconomy.

The trust of the policy 1s the freedom tor the pri-
vate sector to enter any industry of business encept which are
reserved {or FSE. All that 15 needed i1s to follow certain gquide-—
lines to get 1nto a line of one’'s choice. This has become possi-
ble as the control systems and licensing frameworls which once
governed the entry of private sector 1in almost all the activitics

have been done away with.

Another aspect of the New Economic policy 15  the
large i1ncrease 1n the scope for the praivatisation in  the funec -

tionaing ot the economy. The new policy pravides for the privatai-

sation of the public sector units.

The new Economic Folicy has also made the economy
outwardly oriented that 1ts activities are now to be governed
both by the domestic martet as also the world Martet. This will

mean i1ntegration of the domestic economy with the Global economy.

UOne of the major romponents of the New Economic

Folicy anitrated since 1991 1s the Feform of public sector enter -



pPlLri1ses. The ley elements ot the strategy for the retorm of
public sector include strengthening managerial autonomys promo -
tion o+ Fravate Sector Competition in areas where social consaid-
erations are paramounts; reduction in budgetary support to public
enterprises in view of severe budaetary constrainst. and Jncréaa—
ing dividend payments to ensure adenquate return on  Government’' s
equityspar tial disinvestment of equity in selected enterprises to
mobilise non-intlationary resources and to  widen public  and
private sector particaipation an public sector ain-~order to intro-
duce a greater sence of accountability; restructuring or closuroe
of unviable enterprises and creation of a safety net to protect

the interests of worlers.

2.7.1. Industrial Policy of 1991 and Fublic Sector Enter-—
prises:
e Government ot India sannoornced a0 New Industrial

Folaicy an July 1971 which contains the following toue mAajor
decisions wn respect of the poblic sector @
(a) Reduction in  the list of wndustries reserved for the
Fublic Sector {from 17 to 8 and introducing selective competition
1n the reserved area.

(b) Disinvestment of shares in FSEs to raise resources and
encourage  wider participation of general public and workers in
the ownership of the FSEg.

(c) Folicy for Sict Fublic Enterprises to be same as that +for

the private sector; and



(el Improving pertformance through the performance contract or
Memorundum of understanding (MOU) system by which manacgement are

to be granted greater autonomy and held accountable for results.

The policy was further elaborated in  the statement
made by the Frime Minister an parliament on 2B0th December L1991
in which he stated that while the mired economy system willd
containue 1n  the country no further nationalisation would be
resorted tos; that there will be reduced budygetary support to sircl
or potentially sich public enterprises with o view to eliminating
1t as early as possiblei but while dealing euxtent possible

through the National Renewal Fund.

The Industrial Folicy statement opened up nine of the
17 aindustries hitherto reserved {for the public sector for praivate
investment and participations., this step 15 sipected to  auvungment
the flow of i1nvestable resources to priority sectors and at  bhe
same  Eime enhance competitiveness and efficiency in  khese seo-
tors. While the mixed character of our ecunomy  wall remain,

public sector units will focus more on strateQloc areas in P eepindg

with the original intention.

The Eighth Flan vasualises an wmpor tant role for  an
autonomous and  efficrent puablic sector an providing essential
intrastructural and strategac support for achisvaing the tergetted

rate of economic growth durang the plan period (17292-27).



ihe Flan Document also  enumerates  the following
policy ainitiatives an this regard :
(a) Restructuring involving modermisation, 1 ationalisation ot
caparzity, product-miy changes and selective exit and  praivatisa -
tion.
(b Increase i1n autonomy and performance accountabillaity throuah
an effective system of MOUs between Ndministrative Ministries and
Fublic Enterpraises launched since the Seventh [1ve Year Flan.
() Chanqes in maneagement 1n specLilc enterprises to promote
leads shaip. resowwrcefulness and 1nmnvation.
{d) f mojor eftort by the State Governement o streamline tlue
wor | ang of thewr public sector enterprises which are beset  wath
nterference and adhoc investment and employment decisions.
(&) technologicatl vpgradation Fhrough o integraled o & D
eftort and wmport of technology.
(f) Ke-orientation of approach in Minystraies and obther. Govern-—
ment agencires corresponding to liberalisation and dismanbtling  of
regulations (Fraice.dastribution,wnveastment and amport controls)
to develop a new instirtubtional capacaty %o tacilitate operation

of marltetl forces. orchestrisation of integrated R & D effort  and

avolution of consensus and partnership among varipus stale-hold -

=3

2.7.2 Disinvestment of PS5E shares @

N

Equaity wvarying between '3 and I percent 1n seleched
public enterprises was disinvestment in two phases a1n December

1971 and February 1972 (Tablel2.4). (he 21 companies whosoe  sharng



were selected +or disinvestment were a miy of 8 very good, -

d

good, and 11 not so good companies wibkh nebk 286

[

L value of R-.10
shares ercecsding Re.S0.between Rs...0--20 and less  than Rs.20.
reprechtively. The shoeres were of fered in bundles conwsisting of 72
FSEe as randomly structured portfolios eesch with a national
reserve price, The reserve price were oftererd o selected finan -

cial nstitutrions and Muatual funrds.

During the first phase of disinvestment 1n Decembor
1791, bids were received from nine partres totalling Rs.1407
crore;sl . 60 crore sheres consbitwerting 4.7 percent of bthe eguity
were sold. The average realisetion per share (with a face value
of Rs.10) was Rs.l27.65. In the second phaer wn Fehruary 1992,
hids were received from 19 perbties tor Rs.l1611 crore:s 75.59 crore
shares constituting 3.2 percent of the egquity were sold. This
average realisation per share was Ks.4%.00. Thus comprised 8
percent of the toal Governement share holding i1n the 1 FSEs, and

the trntal amornt realised was Rs. 2028 crore.

Table 2.4 Disinvestment of PSE shares

No.of shares Total realisa- Average realisation

sold (crore) tion Rs.crore
{Rs.)— - e ——————————————
199192
lst btranche 51.62 1427 D7 .65
2nd tranche 25.59 1411 4% .5
19997
st tranche 12.87 £HE02 5..09
“rnd tranche ~“1.06 11834 2010

Source : Economic Survey 19792-93




For the vear 1297-72 & target of [o.75800 crore of FSE
disinvestment was set. In October 1972, tenders were i1nvited for
T9.0Y crore shares of FSEs. Valad bids were recelved for wé.a4l
crore shares,amounting to Rs.2100.80 crore. The reverse price was
fired as an  averaage of the price recommended amounted to

Re.A81.95 crore for 1.2.87 crore shares as shown 1n below:

Table 2.5 Disinvestment in October 1992.

Name of the company Share sold Share of quity Realisation
(lakh) {percent), (Rs.crore)
1 2 53 4

Steel Authority of

India ’ 2Q5.67 B .52 8l.599
Bharat Fetroleum

Corporation 25.00 o .00 162.57
Hindustan Fetroleum

Cor poration S1.el .00 178.10
Hindustan Zinc 104.61 2t a4, %
Rastitriva chemicals

fertilicers Bé .84 1.07 LhJS6
H.M. T 37..28 G500 21,943
Mational Alluminium

Lnmpany HA44 ., T ST 74101 124,17

Neyvrly Lignite

Corporatbion 149,69 1.4 25 .07
TOTAL= 128608 681.95

Source : Economic Survey 1992-973


http://Rs.6Bl.95

In the second phase (wh disinvestment n
Decembher 1972, Government offered 46..17 crore share of 14 FSEs. In
the auction 225 bids for Ks.l/7920 rneore ware recelved. Boased on
the reserve price fived by the Government 21.04 crore shares of

2 FSEs  were sold for Rs,.11870.08 crore. No disinvestment was
effected i1n the case ot 2 F3ks as ths bids receilved for  theylr

shares were below the recserve price.(see table CT.0).

In the 11nitial pheses an 1791 -70, for Fhe reason
cited.1t was not considered desirable to sell shares +Tto the
genmral public and only mutual fuanrds and rnstibtutions were  ap-
proached doraing 1772-97, bthe shares wers untbhuondled and the  bid-

\
dlnégawas made npen to the public and other itnstitubions, as by
now the public sertor shares had besn exposed o some entent, to
the marbtet and penple were bebtbter plared to assess their worth.
Modalities AJor ofitering FPOE shares to worlers and for floating
vere scrip offerings on the stort martet, are being worled ouk,

\

Table 2.6 Disinvestment in December,19%92.

Name of the company Share hold Share of equity Realisation
(lakh) percent (Rs.crore)
Bharat Fetroleum 25 <. e 161 .45

Corporation
Bongaigoan Refinery 100 5. 42.18

and Fetrochemicals

Fertilicers & Chemi~— 4] @a.1%5 1...0

cals, Fravancore

conbte..



Jhaa7

in.47

a.7:2

2h.74

"y L § 5+
L B A

H17 .60

1 2 =
Hindustan Fertoleum = 5 .90
Corporation

Hindustan Zine 107 NPT
Indian Telephons 10 1.14
[ndustr 1es

Natromnal  Alumanium 644 5. 0a
Companyv

National Fertilairers iy @.4é
Nayvoli Lignite 172 1..2@
Corporation

Rashbtriva Chemicals 15 0.8
and Fertilizers

State Trading o v.10
Lorporation

Steel Authoraty of 199732 il
Indaia

""""""""" Total 106
Source : Economic Survey 1992 to 1993

2.7.3 Reference of Sick Units to Board for

Financial Reconstruction (BIFR)

The Saict

Industrial

Act 1779 was amended 1in December (997]

public  enterprises tn

be referred ko

ke

foampanies

Copceocial

HIFR

Industrial and

Frovisions)
to enable chromically =ict

rationalisa -



tion. A detarled process of consultation with labour as to broad-
en and strenahhen the consencus tor  rationslisation of { BTRIN
pnterprises. The scheduled industries in the public sector which
satisty the conditions of sictness under bhe Act,namely  seven
vesrs oOf uvnoorporation.complete srosion of pet  worth and  two
vears of continous cash losses,will he reffered to the BIFR. na
on Jlst December 992,71 referied to BIFR.OWE of these,? cases
were rejected at the stage ot registration and 11 were under
L
scrutiny of the board.leaving effective reqgistration at 71 of the
regirstered companies.’ 8 belong  to the central and 25 to  theo

11/

states,

The other importanl component ot FEE reform  1s the
decision to close down the chronically sict enterprises, The
wort ers thus retrenched are to retained and redeployed using the
Natlonal Renewal Fund (NRF). This fund 1s ko be supplementerd wilh
the sale proceeds of disinvestments upto & certain amount. The
NRET 15 thus envasaged as a mechanism to minimise the social cost
t1.2, in s0 tar as displaced labouwr 1s concerned)of such  plant
closures.At the first instance, funds heve been 2llocated from the

NP for implementation o+ bthe Voluntary Retirement Schemes (VG

of the Central Fublic Sector Enterprises.

The main forous of the reforms i public sector entar—
prises  1n India so far hes been ervclusively confined to nonde -
par tmental and  non- fanancaal enior praises which are  under the
awnership af bthe centbtral government. Ther F'SEs which are  engegod

in road and rall transport.disteritidbson nf electracity and  tele-



communication SErVICen . rovaislion

Areas

1

have remainsd the exclusive

todoy. Thers 1s no major change in

educabion excepting 1n ENQLINEEN LA

there has been o drastic reduct ron

nt water 1IN urban  and Fur Al

domain of khe aovernment taltl

snor1al sechor lile health and

ang mapagement education whero

componsnt.
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CHAFPTER ~ 3

PATTERN OF ORGANISATION AND ADMINISTRATION OF FPUBLIC

SECTOR ENTERPRISES IN MIZORAM

3.1. Growth and evolution of FPublic Sector Enterprises in

Mizoram: -

After indenendenrs~ when tle rensbirtuation of  India
came  into force.Micoram, then Fnown s Loashay Hills was ons Of
the Autornomous Districts of the state of Assam under the sauth
schedule to the constition ahd a Diskrictk council was formed Ln
1750 for  the ares covered by Arzawl and Lunaleyr  sub-divisions
while a Regironal council was shtarbted an 1993 for the remaining
regrrn anhabited by the Fawls.lal hers and the Lhalmas. In 1954,
the Lushair Hills District was renamed Mizo bistrict by an Act of
Far liament called the Lushalr Hilles Districih (change of name) ALt

1954 .

However, 1t was soon realised that the District Coun-—-
c1l  administration was found very i1neffective 1n spearheadinn
development worlts in the regironsmoreover the mishandling of the
1959 ~ famines by the government led to much disenchantment among
the local people. It was under fthio atmosphere of general  de—
spondency and failure of developmenbt worlks under the Districh
councll that one political organisation caller the Miro National
Front (MNF) was formed in 12461, In 17466, there was an open 1nsur -
gency started by the M.N.F in Macorsm and  the whole distract

Aadmirmistrabtion was completely parselysed. Development worts  had



been the major cesualty in an atmospherse ot complets uncertainly
adurLng LRSIV . Hawever Ccounlet msurgency  measuress labe
arouping  of  vaillages and buildaing of roads have given a  great

impetus to development of basic intrastructure in the regiron.

Again.in 1972, Maro district was separated from Assam
and made & Union lertitory according to the jporrovision of the

Nor th Eastern Areas Reorgamisation fHct 19/1.

It was these two landmsrts 1.e., the2 ansurgenmy
movement and the new administrative status which had ceused the
establishment of various administrative departments in Mizoram,
which ain turn.paved the way tor the evolution and development of
Fuhlic Enterprises in Mizoram. The admimistratinn was strength--
ened: road communication and other basic 4a3cilities lite elec—
tricity,health,.education,.public distraibution system, safe draint -

ing water were given top priority of4 the goverlnment.

It 1s to be noted that departmental undertal inygs
which are the DldES; form of public enterprise, are the pattern
of public enterprise first emerge 1n Mizor am. Typically.undor
this system,commercial enterprises are tun depar tmental ly
1.e..toad  transport, distribution Aand generabtion of electricitby
etc. Entro—departmental pattern of public enterprise such  ag

government company.statutory corporation and co-operative  socle--

ties are of recent origin i1n the state of Micoram.



Mlzoram become +ull-—-+ledaed state on  20th  February
1784, The state has now formulated 1ts own andustrial policy 1N
1989 and the development of infrasbructure retworls were given
topmost priority under the state’'s Five yesr Flan. New depart
ments and other specialised institutions were crealed to pursue
the goal of planned economic development in Mizoram. lhese policy
measures have resulted to the deliberate espansion of Fublic

Enterprises in Micoram.

For the +4irst time the Government of Mizoram  has
pronounced 1ts i1ndustrisl policy which has bern notified on the

19th March 1289 and the same has beon made ef fective from the isth
&"\———-——-——'—"'——‘_“"

April 1989. The main features of bthe industrial polaicy are 3 -

(a) The policy gives top praiority to the development
of Food and Allied Industries. Handioom and Handicrathk, Electron -
1c lndustries, Sericulturs Industries, Village Cabtsge 1lndus-

tries.

(h) Me state government ondeavours to  provide
necessary support and protection bo KEhe local industries by means

of tiscal.legal sconomic.adminiskrative agld other method.

() Infrastructure developmznt in the form ot set-
tina wp ot J@dUﬁtrlal arowth centre., tmprovement of e2J1sting

industrial estate.construction of malti-skoried industrial estate

at firawl otc.

(1) Maintenance of scological b-lance,development of

tocal  resouwrces of wndaskrial raw mabterials, survey and  vreseach

[



of potential and avarlability of medicanal herbs an the state.

(e) fhe formation of State Level [nhdustrial Advisory

Board s co-ordinatang agency.

(f) Frovision of new and laiberal inrentives such as
subsidy for preparation of project report, development o+  1ndus-
traal land.man-power development.,interest subsicdy, powsr subosidy,

tranasport subsidy.price preterences eho.

3.2 Pattern of FPublic Sector Enterprises in Mizoram :
Thare are four main forms of organtsing Fublic Sector

Enterprises 1n Miroram. These are: Departmental

Sg—"

Undertal angs.Government Companles.3tabtutory Corporations ond  Co-

S

operative societies. Departmental ndertal ano wncludes  among
nther organlsation,the followings - Mizoram Stale Transport
Department (MS1) . Fower” and Flect amr by Dopar tment,  Forest  aned

Environmental Department,Tourism Depar tment, Fisher tes Department

et

The state qovernment company compraises the +ollowing

organisations - Zoram Industrial Development Corporation
Ltd.(Z1DCO), Mizoram Food and Allied Industries Corporation
Lid. (MIFCU) ., Zoram Electronic Development Corporation Litd. (ZEN -
ICS), Mizoram Handloom and Hondicraftse Develooment UCorporation

Ltd. (ZOHANCD) , Mizoram Agricul bural Marltetbting Corporation

Ltd. (MAMCO) .



Under Statutory Corporation,theio 1= only one estab-

lishment L af2ay Flizaoram Fhardy andd Village Industries Jimar ol

M viu).

Under Co-operative Societies, there aroc various
establishmenrnts 1n Miroram. Some of the 1mporbtant  Lo-operative
Socamtaies 1n Mazoram are. Service (Co-opel ative Societies, [ndus-
trial Co—aperave Soncieties, Handloom and Weaving Co-operative
Socisties.l ivestoct Co—operative “Socvieties, Dairy Lotoperative
Societies etc. Mizoram haé the following State Level Co-operative

Sorieties as +tollows @
Mi-oram Co-operative Aps: Rant LEd. (APEX HBHANE)
-~ Mizoram Urban Co-operabive Danl Lkd, (MO BANE D

= Micoram State Co-operabive Marteting ~nd Consumer ' s

Federation _td. (MIFLGO)

~ Miroram  Apey Handloom and Handror a4l Co oper obive

Society Ltd. (MAHCD)
- Mizoram State Co-operative Unaon (MSCLW)
— Mizoram Co-operative Milt Unaion

-~ Miraram State Co-operative Frurt and Vegetable

Federation.
- Mizcoram State Housing and kFinsncing Federation

- Miroram State Co wuperakive Fig Produacers Federation



(A
W

Organisation and Administration of Selected Fublic

Sector Enterprises in Mizoram:

.

s section presents a detarlled Hnvestigataion  and
systematic study of the organisabinon, administretion and manage -
ri1al dimensions of seclected public sector enterprises in Mizo-
ram. Section A deals with the organisation and sdministration of
Micoram State Transport Department alongws izl personal policires
and  management under the departmenk: Geckion B an~lysis the
organisetion. Adminisbtration and personal managoment under Zoram
Industrial Development Corporation, Yection C presentc the organ-
reataicn and admirmastrative set up of Mizorsm Fhad:r  and Villeaage
Indusktries Hoard. Lastly Section D 15 concerned with the orgsani -
satimnal set up and personal policies of the Mizoream to-operative

fApe.s Rant Ltd.

SECTION A : MIZORAM STATE TRANSPORT DEPARTMENT.

I.3.1. Objectives and Functions.

’

The MST Department was established in the month  of
July 1787 when the then Directoraebre of Supply and lransport  was
bafu cated wnto Department of ouod -md Civil Supply and Transport
Department. One of the main funchtions of the Transport Department
15 bto orun passenger Hus services bt odilferent rogtes 1nn Mizoram.

The Departrment alsn  arrens 1nter-state Dus SRrVLICeS for



fArirawl . the capartal of Micoram, to Chillong, the capibtal of Megha-
lava. Apa2rt from the normal Bus ssrvices, MST  Buses are  Aal«n
deployed for various duties own haire  basies suwch  as—-  Choir
party.religinus services.study touars, games and  sports  eto,
Again, Aalongwith passenger Hus servaices, posbtal mails are  also
carried  to various places in Micoram. Other functions 1nclude

entnrcement agsncy  and  rsswing permits o Tany o and Bus o

different lorcalities and routes.

(]
n
M

- Present organisational set up:

Secretariat level:

The State level admirngesbkration 1e headed by a  brans—
port minister who 1s assisted by a sworetary and other supporting
statt+. The Secretary heads the Transport YSecretariat and s
responsible for controlling and directing the activities of thirz
department. The organisational set op ot bhwe (ransport hepariment

15 given i1n figure .1,

Directorate level:

Ihe Dirvctorate lools atier the +ollowinng sctivities:

{a) Controlling the opsration of passenger Bus

i
1
<
<

1

1ces and other Departmental Vehicles.

(h) Maintenance of Cenbtral Worl ehop a2t South  HI imen
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and Depot--Cum-Wortshoow ot Chaltlang which are rvesponsible tor
technical and mechanical supports for pessenger Buses and other

Vehicles,

(c) Enforcement aogency of Motor Vehicles ‘Act and

RKules which are applied in the Stat

i

of Mizoram.

(d) Frovision o0t advance booling facilities for

Indian Raalways through Railway ouht Ainency.

(e) Frovision ot 1ssuing Bus and Tara permits for

difterent rountes and lpcalities,

At the Directorate level. the Director 1s the head of
the admpinistration and he 1s responsible for supervision and  co -
ordination o4 the activities at the Directorate level. He 1s
assisted by three joint Directors namely - Jownt Director who 19
responsible +for operation 1.e.. conkrollang  the operation ot
passenger Bus services.other Vehicles,.Central Worlshop and Depot -
Cum-Worl shop. He 18 assisted by two Deputy Directors ond other
supporting staff i1ncluding worl manager.Assistant Director.,Super-

tntendent.Assistent Research Ufficer., Store Officer, Transport

fffrcer sand other ministerial and establishment staff.

Joint  Director whoo 15 responsible for Molor Vehigle
1Ng  l1.e..enforcement  of Mobtor Vehicles” Octs and Ruoles. He  as
also onganed to lool after the activities of the State Transport

Autority. He 1e assisted by one Assicstant Commicssioner an chargm



of STA and the District Transport Ufficers locating atbt  facawl.

Lungler and Chhimtuipulr respectively.

Joint Director who 1 responsihle for the day bto day

administration 1ncluding Account and Rairlway outbt Agency. He

S

ansisted by one Deputy Dairector. the other supporting stafi
include  Assistant Director. Superintendent, Assaisbtant Engineer,

Accounk Offrcer and Statron Supsraintendent and other Ministerial

Staft.

3.3.3. Composition and functions of State Transport
Authority:
This 15 an imporbtont wing nf the lranspur t Depart-

ment. Tk 1= a2 state level board and i1ts members are appointed by
the  government. Lt consist of Y10 members @ Fowr non officials
and two officrial members. The minisker of Lhe Transport Depart-

ment 1s the Chairmarn of this bosrd. The main 4unctions ares-—-

- Frovision of Bus and favy permit for dirfferent

rovtes and locatitres,

- Frovision of plying permit 1 the alloted routss

for bus and Tayi permii holders.



3.3.4. District level organisation :

The District level administration ot the department
15 looted after by Distraict Transport Officer who 15 responsable
tor registration of Vehicle and collection nf Road Tar and other
fees pavable to the government as per Vehirles' Act and rules of
Mizoram. The Distraict Transport Officer 15 assisked by ASSlSLBHt‘

Distraict lransport Officer and other supporting staft including

Motor Vehicle Inspector and other Ministerial Staff.

The Iransport Department employs 874 personnel  at
present and only 7&6 employess are engaged 1n Ehe Mechanical
section. fhe activities ot the Depar tment 10 {financed by  annual
Appropriakion from the governmenkt and 1t 15 sublect to budget

aceounting and auwdit control applicable to government scbivaities.

3.3.4. Fersonal policies and management under MST.

Fersons] policies and monanensnt undsr any organisa-
tron refers to the prachices relatbing to vrecruvitment of skaft,
training ond  promotion,plecement, ~alary structure, welfare

scheme. disciplaine and conducht of Ehe staff. -

Recruitment of staff and Appointment procedures :

In the case ot technircal and mechonical posts such as



Assistant Onoineer. Vehicle Inspecior. Blectrairian, Welder etc.
as well as for certain |and of minteterial stktaff  laite lower
division clert, boolaing clert, Tine checler eti. the selection is
by direct recrurtment. The vacancies are advertised 1n news
papers and  the Emplovment Exchange s also reguested  to send
informetion of the candidate who are suirbkable for the pnsts.
Middle level sbtaft such as Htore U4ficer, Tr ansport Officer,
Srtation Superintendent., Wonrt Manager, Assistant Director, Super -
interddent, Assistant Commissroneser ebe. are t1)lled 30 by promotaing
1nbrernal candidates., While Assistant Keseorerh Uf4icer s depaterd
1 ¥ em glannlnq Depar tment and Account Offi1cer 15 {from Finance and
Account service. The top level promobion at the Dircctorate level
such as Deputy Darector, Joant Director and Director are +filled

gither through deputation from other services, espilicially  from

Micorem Civil Servaice or by promobion from ankernel candidates.

At  the secretariabt level, the pu%q:;of secrebtary 19
normally go to the personal belonging Lo Indien Aministrative

Service and other secretary of lower ranks are appointed from

Mizoram Civail Service and mimisterial staff.

For all posts below group B, the recruitment selec -
tinn 15 made by Departmental Promotion Commiiiee while the promo-

tion  for group A and above other Lhen Central and State Civil

N

Servites are done by Miroram Foblic Service Lommission.



fay scale of the staff :

The employees of the deparbmenl enioy pay scales ot
the governmont of Mirorsm. The scals ot nay «nd other allowances
are subjest to modification by the state agovernment. Detsils of,

pay scale of the staff of the depar tment 1s gaven in appendast [.

Promotional avenues :

Fromotional prospects are foamuled fhe employees
belonging to various categories are gensrally geb promoted on theae
basis o+ seniority. The department has a1ts own Recrultment Rules

and promotion policy for various cateqories of stafis.

Electrician of grade 11T has the prospect of becoming
Foreman (Electrical) after having five year reqular service 1n
each o4 the Grade 111, Grade TI and Grade | respectively. Simi-—
larly. mechenic grade II will get promotion Lo foreman (Mechant
cal)  after  having minimum eight yvears reqular servicess  1n the
grade and five years service as mechanic I onr  Head Mechanic.
Foreman with seven vears euperience i1n the arade and 2ligible for
promotion to the post of Assisteant Worl Manager. Aaln, Assistant
Worel Manager are entitled to geb promotion to rhe post ot Wort
Manager after seven years service in bhe grade.

Eool 1ng clerl wiih =1ght years servace are eligible

for promotion bo the post of Stebkion Superintendent, similarly



Lunervisor and  Line  Inspector who have completed +five vyears
reqular service are =ligible for promotion to the post of  Ag -
sistant Director of lransport.

Wort Manager. Assistant Director and Superintendent
have the prospect of becoming Deputy Director stbter rendering
qualitying service 1n their respective grade. Peputy Director
are ~legible +or promotion to the post of Jownk Director on bl
bazils of seniority and merit as prescribed in the recrurtment

rules, Similarly. Jownt Director also have the prospert o+ bhecom -

ing rector of Transport.

Katios are fined for direct recruatment and promotion

of 1nside candidate but these ratins hetwernn the itnsiders and thie

directly recrurted or Deputationieb vary 41om post to  post  de-
pending on the service rule, recruibtment policy and the govern

ment’'s directives.,

Wel fare Schemes :

the emplayees of the Lranspor t depar baent  have the
follmwing wi:l fare schemes -

- Medical Keimbur oonment

= House renbt allownce tnclwied 1 the salaol

- House Buitldang Advene e



- Leave travel concession as admisible to Fhe aovern-

ment employees |

Performance Appraisal and Career Developmet :

The annual contirdence reports (ACF) e the  only
formal method for svaluating and appraising the performance  of
employers under Transport Department. These reports contain
information  lialte the employees peErsnonal qualities ankegrety  and
general abilities. The employess also furnishes other  vital
intormation  abont himsel+t. The ACK 1 of  Lhe most I1mportant
anskrument for assesing the merit of bthe employees for promotion.
ANy adverse remarlts by the concorned authority showld be  1mmeda-—
ately wntormed to the employess and he 1 agaliven the ohance Lo

explain his po<ition,

SECTION B : ZORAM INDUSTRIAL CORPORATION (ZIDCO) LTD.

3.4.1. Objectives and Functions :

Zoram Industriszsl Development Corporation Ltd.(ZIDCO) .,
formerly nown as the Mizoram small Industries Development LCorpo-
ration Ltd. (MSIDC) ., incorporated unrer the company Act of  12%6
1s formed on 7th October 19835, The Corporation had beoen included
as member of Councal of State Industrial Development and  Inveot-

ment  Corporation of Indie (COSIDICIY. The masain obiect for  whicrh



the company 15 establish., amona othe thainos, are 3

(a? To assish, financo, pirobect and promote the

interest of industriss in the state of PlLION am.

{(h) T undertale procw ement and distraibotion of a0
—materials.

(ez) T ecstablish and maaintaan 1y ade centres

P43

(d) to undertale arvd provide martesting facirlibies 10

the inductries of Mizoram.

() To establaish and adnoroster industrial sstates ain

the stekte of Mizoram.

ZIDCD 15 the only indusirial financral snstaitutaon of

Ehe state. The i1ndustries financed include handloom  and handi -

craft, motor worts and servising., hotel. carpentry., tarloring.

fabrication worlts, food processing etc. and motor vehicle  11le,

Buses, Truct, Tanr etc. under the scheme of Small kRoed Transport

Operator.

Z1DC0 18 also helpang the entreprinuers 1n developing

their uwunit and 1ts production and technical assistant 18 alsn

provided by arranging assistance from Small Intlustr 1es  Service

Institute, Arcawl.



3.4.2. Organisation and Administration :

fhe Board of Director, headed by the Chairrman managzs
the business of the corporation and 1t 1 the highest policy
mal 1ng body. Nhe Sovernor appoints the member of the Board of
Directors anid i1ts membership should not bs more than twelve but
not less than two. The Induskrial Development Bant of India
(1D0BI) and NECON have the ri1ght to appouint Director Fo represent
them. The term of the Bnard of Directors 15 onge year. ALl the

)

Director eiycepting the Managing Directror who acts 20 the secre-—

tary of the Hoard are parkt—-timers. [he Board of Direckor 2

i

i

tact, & policy board. so the over all  administration of the
corporation 15 managed by the MD. Qubt o+ nine MDs apbolnted &0
tar since Ltks 1nception 1n 1985, fugrare from Indian HRoevenue
Service, ﬁg@From Indian Adminisktrebtive Service, one from  ITndian

Defence and Accounts Service, and one from Micoram Livil Service.

The Managing Direcbtor 1s assisbed by a manager, thrrae
Depubty Managers and four Assastanl Mananers. The Managers are

resprnsible for the following activibies @ -
- Froject
- Company NAffairs
EsFabhlishment

= neocoants



~ Lenal Adfalrs N
- Rkecovery and follow

Other supporting statt of the rorporation include

Staff Officers, Stat+t Assaistants, Account O+4frcer and other

-

Minitsterial Statf.lthe oraganisational structure ot the Company a1s

shrown 1n firgure .0,

3.4.3. Powers and functions of Managing Director :

The nowers and tuncticns of MDD of the rorporation are
a5 fonllows @
- to amplement 1lhe decasions talen by the Hoard of

Directors

- ko supervise and conbro!l the wort of all the em-

ployees employed by fthes Uosvd of Direchors.,

3.4.4, Fersonal policies and management under ZIDCO

The personal policies of the corpnrabion 1ncluade
recrurtment of @ statf. salary stiuctuares, promotional policy.
wal fare schemes and conduct and discapline of the employees and

staf+ of the undertal ing.
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1. Recruitment of Staff and Appointment procedure :

e posts under the corporation are crested by  the
KM d of Directorse. The BEoard layes down bthe derms and conditions
of Gervices of 1bto employees tncludung age lami b, minzmam waly -
ficabion.e perience  requivred, counduct and disciplane etoc. The
Board constrtubtes selection cnmerteé For recrultment  of Ehe

ranthivdotes.

the smployees ot Lhe corporation are appointed by the
Board after consultebion with Ehe Depar bmenkt Selection Committee.

All appointments as  per the recommendal 1on of the selection

rommibbes 15 made by the MD.

2. Salary Structure :

Z1DCO  L.td. has Lts own pay scales. However., while
fiding the scale of pay and allownces of 1ts employees, the Board
tales anto account the scales of pay and allowances of similar
categories of the émployees of the State Gouvernemt. Details ot

pay scales of the employees of bthe corporation belonginag to  var-

1ous rategories 15 gaiven i1n Appendlrr-Ll.

3. Promotional Avenues :

lhe puployees of the corporatiron belonging to var1ous



cateaories aenerally get promotion on the bosis of senioraty  and
recommendation of  the Departmental Fromokion Committee. 21D
l.td. has 1ts own system of recruiltement/servicse RFules and  promo—
tion rules. Ratios are fixed for direct rocruirbment and promotion
of ansaders +or each category of posts. The employees are promot—
ed as per the eyisting rules and regulations of the corporation.
Deputy Managers with +ive yeare service are pligible for  promo-
Fion  tn the post of managrr while Assistant Manager  wikbh fave
year  service  are eligible for promebion bt the post of  Depoty

Menager .

Non—-manager 1al Ghof+ lite Staff fAosaistant, lLower

Divigiron Clert anrd Junior Accoontant have the prospect of  becom-

g sbtafd ot facers, Suaperantencdent ond drcoonbonty Acocount Offa-

q. Wel fare Schemes :

Ilhe corporetion has the following welfare Scheme for

1ts emplovees

- Medical allowance and medical reimbursement in case

of honspirtalisation

- House reant allowences

- Leave travel concirsion (LTC) as per kheir cosnkber -

part 1n the state governmentlt swrvice



- Conveyance advance 28 per norms. berms andd cond s bron

lard down by the coporation

~ Frovision of employees ¢ Frovident fund (LFF) waith

tamily pension

-~ Leave +acalaities ae per the leave rule of State

Government.

9. Performance Appraisal and Career Development :

The performance of the employeess are avaloabed by
means of the Annual Confidential Report. The merat of the employ-
fees for promotion arr assesed by threse reporbs. The corporabtion
has  a2be own conduct rules. Detarls abeount the misconduct ot the
employees.relating to tating part an demmshration. critisism  of
government  and the rompany. acocepting of girits, uandertal ang  of
privabte trade or employment\and othrr disciplinary against  tho

smployvees.prtec. are learly spercifiezd wn these rules,

SECTION C :MIZORAM KHADI AND VILLAGE INDUSTRIES BOARD

3.9.1. Objectives and Functions :

Ihe Mizoram Fhady znd VYollage [ndostries Board s the
onty statvidory corpmation 1n Phizoram and 1t was  sstabliashed

under the MEVIEB Acb, enacted v bhe Miooram tegislabive  Assembly



an 1982, The Board 1s responsible for the development and spread

of Fhadi and Village Industries in Mizoram.

3.5.2. Classification of Items reserve under Khadi and

Village Industries:

The i1tems of activities reserved under the Board may

1

be classified into seven groups as follows :

Group 1 = Mineral Based Industry :

There are twelve 1ndustries under this category
inc luding cottage pottery industry. Limestone and Lime Froducts
Industries,.Stone cutting and crushing., utensils, washing powder,
manufacture of bangles,manifacture of paints., pigments, varnish

and distemper etc.

Group 2 : Forest Based Industry :

This includes Handmade Faper., Bamboo and Cans
Worts,Manufacture of Paper Cups. Flates, Bool binding. Envelope
Mal ing, Fhoto framing.Frocessing and Facking of Forest Products

etc.

Group 3 @ Agro Based and Food Industry :

This group consists of the following items: — Prac-

essing, Pacting and Marteting of Cereals., Pulses, Spices., Condi-



ments, Masala etc.. Manufacture of Cane gur and Fhansari, Bree
leeping, Fruits and Vegetable Processing. Freservation and Can-

ning includaing Fict les etc.

Group 4 : Polymer and Chemical Based Industry :

This group rncluded Curing and Tanning of Hides and
8t ins; cottage soap factorys manufacture of Rubber goodsg Candle,
Camphor and sealing wai mal 1ng; manufacture of Shampoos: Hair

o1ls etc.

Group S : Engineering and non—-Conventional Energy :

This i1ncludes, Carpentry.Blaclsmithys Manufacture of
Faper FiniManutacture of Household Alluminium Utensils; Manufac-
ture of ClipsijSafety Finsi;Store FPing etc.. Froduction ot
Radios,Voltage Stabilizer: Manufacture of Musical Instruments

etc.

Group 6: Textile Industries @

This group includes Hosiery: Tailoring and Frepara-
tion of Readymade Garmentsi Embroidery: manufacture of Surgical

Bandages etc.

Group 7 & Service Industry :

This 1ncludes Laundrys: Barber; Repairs of Diesel

Engaines; Fump 8ets etc..Tyre Vulcanising Unit: Art Board Faint-



angsy Cycle repairs Shops: Masonry stc.

3.9.3. Organisational Set Up :

The Organisational set up of the MEKVIB 18 shown 1n
Figure Z.1. The highest policy mal ing body of the MKVIEB 1s vested
with the Board of Directors headed by the Chairman. The members
of the Roard of Directors are appointed by the Government of
Mizaram for a term of three years. The present Bozrd consist of
eleven members. Out of these. the Chief Executive 0Officer who
also 1s the member secretery 1s a full time member and all other

are part-time members.

The other members of the Hoard of Directors include
four officials members., namely—- (a) Secretary of Finance (b))

Director ot Industries (c) Deputy Director of VIC,representing

the Commission from the regional Headquarters, Dimapur and (d)
Assistant Director of Small Industries Service Institute. The
rest of the Board of Directors are formed by public men - two

si1ttaing MLAS who are the Chairman and Vice Chairman respectively
and four non officirals who have some eixperience i1n Industrial and

Business spheres.

The Boerd has three standing committee on Finance,.
Furchase and Selection/Promotion. The Standing Fainance Committes
consists of &(s1) members and 1t 1s headed by the Chairman of

the Board 1tself. The Bosrd’'s Furchase Committee comprises of siy



members and the CEOD 1s the Chairman of the committee. The Depart-—
mental Fromotion Committee headed by the Vice-Chairman of the

Board has five members. '

The Chief Executaive Officer i1s responsible for the
administration, Supervision and Co-ordinstion of the activities
of the Board. He 1s assisted by Joint Chief Einecutive Officer and
three others Deputy Chief Executive Officers. The responsibali-—-

ties of the Deputy CEO are distributed as follows:

- Deputy CEQ who 1s responsible for Finance and
Accounts and Marteting. He 1s assisted by Accouvnt Officer. Enecu-
tive Officer (Marketing), and other supporting staff lite Auditor

and Development O0fficer (Marlteting).

-  Deputy CEOQ who i1s responsible ftor Froiect. Thas
section 1ncludes Loan., Statistics, Multi-Discaiplinary Training
Centre(MDTC) and Froject evaluation and verification of Loan
applicants. Each of the section i1s managed by Executive Officers.
EQ (Loan ) 1s assisted by three Development Officers who are
responsible +for loan, recovery and National Schedule Caste and
Schedule Traibe Finance and Development Corporation (NSFDC) re-—
spectively and others supporting staff. Similarly., Executive
Dfficers who are responsible for MDTC, Statistics and Froject are
assisted by Development Officers and other Ministerial Staff and

Techriical Staff.
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N

3.5.4. Powers and Functions of Chief Executive Officer :

The Chief Executive Officer shall worl under the,
Control of the Chairman. He shall be entitled to attend all
meetings but shall not be entitled to vote. The duties and
responsibilities of the CE0O includes:

{a) supervise and control the wort of Officers and
servants employed by the Board:

(b)) i1mplement the decision s tabken by the Boarb;g

() frame annual budget estimate and suopplementary
budget estimate under the direction of the Secretary and place
them before the Board along with the views of the Financial
Advaiser:

() administer the contributory provident fund of
the Board when established;

(e) sanction contingent expenditure to the etend of
powers delegated to him by the Board from time to time:

(f) examine application for financial assistance
(both grants and loans)and place before the Board for sanctiong

(g) have the raight to record his view 1n consulta-—
tion with the Financial Adviseron every proposal involving ex-
penditure from funds of the Board.prior to consideration and
approval of such proposal by the Boardjiand

(h) undertake such other duties and exercise such
other powers as may be assigned to himby the Board or the Chair-

man.



3.59.5. Personal Policies and Management :

All posts under the Board are created by the Board of
Directors by passing resolutions to that edfect on reasonable
scale of pay ordinarily similar to the scale of pay applicable to
the Government Servants entrusted with similar responsiblities.

All orders oregarding creation of posts 1s i1gssued by the Chaief

Executive Officer.

[he Board appoints 1ts employees as well as  honorary
employees. However. 1n appointing i1ts officer and the staff, the
Board may consult a Selection Committee formed by the Board. All
appointments as per the recommendation of the Selection Committee

15 made by the CEO.

The Board lays down the term and conditions of serv-—
1LCEeS of 1ts employees including age limit, minimum
qualification,experiences require for the post. gratuirty, con-—

tributory provident fund.conduct and discipline etc.

Scale of Pay and Emoluments :

:

In fixing the scale of pay and allownces of 1ts own
employees, the Board tales into account the scale of pay and al-
lownces of saimilar categories of government servants. The employ-
ees of the Board are classitied into four classes, Class I to
class IV. Details of pay of scale of the Board’'s employees be-

longing to various categoriss 1S5 given in Appendi 1.



Fromotional Avenues :

the employees ot the Board belonging to verious cate-—
gories generally get promoted on the basis of seniority and merit
and after recommendation by the Departmental Selection Committee.
Vacant posts can be filled up either by promotion from i1nternal
candidates or by direct recruitment from open candidates. Fromo-—
tional prospects are limited. Executive Officers with four years
service are eligible for promotion to the post of Deputy Chief
Executive 0Officer while Development Officers with four years
euperience are eligible for promotion to the post of Executive
Officer. Assistant Development Officer with four years experience
are eligible for appointment to Development Officer and any
employee who 15 a matriculate and have rendered 8 years experil-—
ence 1n the feeder grade are also eligaible for promotion to the
post of Development Officer. An employee who 1s & matraiculate
with 4 vears experience are eligible for promotion to the post of

Assistant Development Officer.

Welfare Schemes :

The Board has the following Welfare Schemes for its
employee :

- Medical reimbursement.

- House rent Allownce.

- Leave Travel Concession as admissible to other

government employees.



- Motor Cycle/Scooter Advance as per norms, terms  and
condition that applicable to the Gtate Government

Servants.

~- Frovision of contributory Frovident Fund to

the employee.

- Female employees are entitled to a maternity leave

upyo & days abt a time and 25 days for abortion

leave.

Performance Appraisal and Career Development :

The performance of the staff of the Board 1s assesed
by means of the Annual Confidential Report which 18 the basis of
determining the merit of the emplovees for nent higher promotion.
These reports contain three parts— part 1 1s dealing with the
personal data like employees pay scale, post held, leave taten
other than medical leave, training attended , stete of health,
numbers of date for late coming and unauthorised absence ., warn-—
ing and e:planation served to the employees in the officaial
records; Part Il relates to the report., the remarts of Reporting
officer, Revising ofticer and Accepting O+ficer on the employees
quality laike lnowledge of wort and office procedure, obedience,
punctualaity, promptness. 1ntegraty and character while Fart III
15 about the remarks and comment by concerned officer on the
basis of Report and Records or on the basis of tacts which are

not entered in official record.



SECTION D : MIZORAM CO-~OPERATIVE APEX BANK LTD.

3.6.1 Object and Functions :

The Mizoram co-operative BRanbk Ltd. was established in
1978. The objects for which the Banbl i1s established,among other

things. are as follows :

— To promote the economic i1nterest of the members of

the banbing 1n accordance with co-operative principles.

- To receive demand deposits on current saving, fixed
or other accounts and to raise or borraw from time to time

such sums of money as may be requared for the purpose of the

bant .

- To grant leoans to co-operatave institutions regis-—
tered under the co-operative socireties Act and individual
member .

- To serve as a bhalancing centre {or all co-operative
bant s and societies 1in the state registered under the

co—operative societies "Act.

- To i1ssue Debentures.

3.6.2. Functionsg of the General Assembly =@

The General Assembly., stands for the general meeting
of the Bant consists of one representaFlve from each affiliated
society and the ex~officic members of the Board of Directors of

the Bant. The main functions of the General Assembly ainclude the



following @

va) To elect the Board of Directors from amongst the
members present by simple majority of votes;

(b) Adoption of Annual Report and Annual Statement of
accounts of the Banl ;

{(c) Distraibution ot net profait;

{(d) To pass the Annual Budget as approved by the
Board of Directors;

(@) To fix the amount of liability to be incurred and
the maxaimum rate of interest payable on deposit
during the ensuing year and untill the next meet-
ing of the General Assembly;

() To establish and support provident and other
funds for the benefit of the employees of the
Banl .

3.6.3 Formation of the Board of Directors :

The management of the Ban}t 1s vested in the Board of

Directors and 1ts composition 1s as follows &

(a)

(b

S1x representatives from different co-operative

socities

Four rnominees of the State Government of whom the

Registrar shall be one,



(c) The Managing Director

The members of the Board of Directors other than the
ex—otficio members shall retire arnually, but they are eligible
for re-election. Generally the Board ot Directors ussually ap-
pointed by the Govenment are - (1) Financial Commisioner Mizoram
or his representative, {(11) Secretary of Co-operative Societies,
Mizoram, (111) Secretary. Rural Development.(iv) Fegistrar of Co-
operative 50c1ét1es. They constitute the ex—officio members of
the Board of Dairectors along with the Managing Director of the

Bank.

The Board of Directors +orm an Executive Committee
from amongst i1ts members consisting of the following members:

(a) Chairman

(b) Vice-Chairman

() Mamaging Durector

(d) One Director to be elected by the Board out of
the representatives of co-operative societies

(e) Three nominees of the Government of whom the

Feglistrar shall be one.

The main functions of the Executive Committee, among
other things include admission of members.allotment of shares of
members, fixation af terms of deposits accepted by the

Bant,faxation ot terms of loan talen by the Banl etc.



3.6.4 Organisation and Administrative set up of the Bank :

The organisational set up of the Bank is shown in

-
3

figure Z.4.The MD is responsible for administration, supervision
and co-ordination of all activities related to the Bank. The ™MD
is assisted by General Manager and Managers. The Managers are re-—

sponsible for Office Administration, Lpoan, Inspection and Ac-

counts.These Managers are again assisted by 4 Assistant Managers.

The Supparting Staff of the bank include
Accountant,Cashier—-Cum~Clerk and IV Grade Staff.The Mizoram Co-
operative Apex Bank Ltd. has eight branches excluding the Head
Office i.e.,.Main Branche. the Branch (Offices are run and managed
by Branch Manager along with other supporting staff like Account-
ant, Cashier—-Cum-Clerk and Office Attendant. It may be noted that
the post of the Branch Manager 1s agquivalent to the post of

Assistant Manager in the Head UOffice.

3.6.5 Personal Policies and Management under the Bank :

Recruitment of statf and appointment procedure :

The post under the Bank are created by the Board of
Directors. The Board lay down the terms and condition of its
employees including scale of pay.age limit.minimum qualification,

experience required etc. The employees of the bank are appointed
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by the Board of Director after consultation with the Department

Selection Committee. The appointment order is made by the MD.

The Departmental Selection Committee conducts written
eyxamination for in-service employee and also for direct recruit-

ments.

Scales of Pay :

The scale of pay of the Banl 's employees are fixed by
the Board of Directors. While fixing the scale of pay and al-
lownces of ats employees, the Management ot the Bank tales into
accounts the scale of pay and allownces of other financiral i1nsti-
tutions as well as the State Government’'s emplovees. Detairls of

pay scale of the BRanl ‘s employees 15 presented in Appendix III.

Promotional Avenues :

Fromotional prospects are limited. Generally the post
of MD 1s filled up on deputataion from the State’'s Civil Services.
A Manager with five years servaice 1s eligible +tor promotion to
General Manager while Assistant '‘Manager with five years expsri-
ence 13 eligaible for the post of Manager. Cashier—-Cum—Clert with
graduate degree has the prospect of becoming Assistant Manager
and accountant aftter completion of manimum tive years sarvice 1in

the grade.



Welfare Schemes :

The employees of the Bank has the following Welfare
Schemes

- Medical Reimbursement

- House Rent Allownce

-~ House Bullding Advance
- Leave Travel Concession

- Fersonal Loan

- Conveyance Allownce as per norms and conditions
laid down by the undertaking

- Maternity Leave of 60 days and abortion leave of 25
days for female employee and other leave as admis-—

sible under the rules

Per formance Appraisal and Career Development :

The performance of the employees are evaluated by
means of the Annual Confidential Report. The merits of the em-—
ployee is assesed by these reports. These reports contain infor-
mation like the performance of works, integrity and general
abilities. Any adverse remarks in this report should be immedi-

ately conveyed to the concerned employees.
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CHAPTER 4

PRICING AND PROFIT POLICY OF PUBLIC SECTOR ENTERPRISES

IN MIZORAM

4.1. Introduction :

Formulation and implementation of proper and effi-
cient pricing policy 1s of great signhnificance in case of Fublic
Enterprises. It 1s very much difficult to lay down & general rule
or prescription with regard to the pricing policies due to var -
1ous  factors, WVizs lact of clear—cut statutes or guideline of
governemt, variety of theories of pricing as advocated by the
authoraties, divergent nature or activities in  various enter-—

prises and emphasis on socal objective in their functioning.

The nature of different enterprises vary greatlys:
some are i1ndustrial and trading. some are developmental and
promotional., and some 2re elrther basic, or provide essential
services, Much also depends upon the competitive environment,

domestic and international. in which an enterprise operates. 1

Again, the pricing policy will not be uniform in  all
the economies— ¢ apitalist, sociralist and miied. In socialist
where public enterprises operate as a rule, the pricing of
products manufactured by public enterprises 1s done by a Central
Flanning Authority.In capaitalist economies. the products manufac-—

tured by FPEs are priced on the base of marted forces of demand



and supply. Interference of the state in this sphere 1s rarely
found. FPEs have to function in a competitive environment and they

are not given any protection by the BGoverrnment.

In a mixed economy. as 1n India, the process of
price—fiuation results in a different type of problem which we do
not find eirther i1n socialist economies or in capirtalist econo-
mies. It 15 very much difficult to lay down a general prescrip—

tion for pricing the products of FEs in such economy.

While the be all and end all of private enterprises
15 usually the maiimisation of proflts and dividends, Public
Enterprises are set up with a variety of objectives in mind. ALl
these motives, varying and at times conflicting in nature, ac—
count for the difficulty in arriving at a clear—-cut policy of

fination of prices in public enterprises.

In almost all the cases the prices of the products
of the Public Enterprises are administered prices. That 1s, these
are fixed by the administration or management, and not by the
marktet forces of demand and supply. As such, the fixation ot
prices has to be based and justified ain terms ot some prainciples

and objectives,.

In view of the inherent conflict between the social
cbiectives of the FEs and their commericial viability, a rational
pricing policy 15 all the more necessary. Accordingly. the Admin-

~y
1strative Reforms Commission 1n its reports® on public undertal -



ings had made far reaching recommendations in this connection and
had suggested the following prainciples for the formulation of an

appropriate praicaing policy +or the PEs.:

{a) PEs 1in the industrial and manufacturing filelds
should aim at earning surpluses to male a substantial contribu-
tion to capital development out of their earnings besides mal ing

oa contribution to the exchequer.

(b)) Stress should be laid on output than on return on

nvestment 1n public utilities.

() FEs should not run 1nto losses eixcept in pursu-
ance of express directives issued by the Government 1n  public

nterest.

{d) While determining the price structure commensu-—
rate with the surpluses exupected from them, PEs should leep tihe
level of output as near the rated capacity as possible, subject,

of couse, to the volume of demand for the product,.

A number of theories of pricing in FEs have been put

-

forward. Most of them are as follows @ -

(a) Marginal Cost of Production Theory,
(h) Average Cost of Production Theory,
() Ne Frofit No Loss Theory.

{d) Theory of Mal ing Frofit,

() Theory of Below Cost Frice.

() Discriminating Frice [heory,



{g) General Theory of Demand and Supply.
(h) Two—Far Tariftf Theory. and

+

(1) Import Farity theory.

Economists have propounded a number of theories of
pricing an Fublaic Enterprises. They are uvsually divaded into two
categories - The classical theory or the theory of no profit no-
loss and the theories supporting the idea of surplus being earned

by public enterprises.

Those who believe in no-profit no~-loss principle
advocate that the Fublic Enterprises should be able to meet thear
cost, shovuld be able to compensate for depreciations of capital
and should also build up reserve tunds for replacements of ma-
chines out of their income. This means fixation of a price ac-
cording to the Marginal Cost of FProductaion. However. Fublac
Enterpraises should not axm at Frofit-Making. But many economists
have criticised this theory on the ground of theoritical as well
as administrative difficulties. Hence, the pranciple of Marginal
Cost pricing cannot be accepted as the only or the main princaple
for determining the price of goods and servaices produced and
supplied by Fublic Enterprises. Regarding the non—desirability of
adoption of breal -even method, the Taxation Epguairy Commission
stated that " A policy of ‘no profit no loss’ may be appropriate
for public utilaties i1n an advanced country., and 1s. perhaps. the
best to be hoped for in the earlier stages of worbing of some
Fublic Enterprise here. But we do not recommend 1t as the long-

term goal for public oenterprise pr as a permanent policy for



most state undertal angs in India,"” 4

Another theory which has been suggested 1s average
cost pricing policy. Averaging of costs and prices, 1s very much
prevalent even in Frivate Enterprises. [t has been pointed out
that Indian railways are rendering services throughout the coun-
try but 1t 1s not feasible nor very desirable that from each area
they shauld charge at such varving rates that the cost of render—
ing  service 15 met areawise. It may incur losses 1n some  lareas
while 1t earn some surplus in some areas. however., this principle

has also many limitations.

There are some economic and political thinters. who
believe that public enterprises should be run on commercial line.
They opined that public enterprises should contribute a definite
amount to the public exchequer in lieun of the capital earlier
provided to 1t by the government for i1ts establishment and also

for occasionally meeting 1ts losses.

4.2, Price Policies of Public Enterprises in India :

A policy of charging discriminating prices, higher
prices for consumers’ goods and lowsr prices for capital goods
has also been advocated in the context of developing countries.
The 1dea behind the advocacy 15 that consumption will be dis-

caourage and investment encauraged.

There may be no single policy which 1s acceptable to



a large mass of economic and political thainlers. In order to make
public enterprises in developing economies selt sufficient they
should be allowed to fi.: the price ot their products in such a
way Lthat they are able to earn adegquate funds for their growth
and euxpansion and do not have to depend on the government for
this purpose. Hesides, 1f not all most of the public enterprises

should try to contribute something to the treasury.é

Government undertal ings in Indie have not developed
any precise and uniform policy of pricing. Each undertal ing hes
been {fopilowing a price policy conditined by certain internal and
external circumstances. Some of the following features of praice

policy of Fublic Enterprises in India are -

- Frofit as the basis of price policy
~ No protit No loss basis

- Import — parity price

Fublie Enterprises i1n India generally follow a policy
of profitability. Frofits of public enterprise indicate 1ts effi-
ciency as well as serve important sources of self f%nanc1ng. Some
Government enterprises have been regquired by law or by the Memo-
rundum and Articles of Associration to torm a "no profit no loss”
price policy while some public enterprises whose praoducts are in
direct competition with imported goods have adhered to a policy

of import-parity prices.



4.3, Price Policies of selected Public Enterprises in

Mizoram:

Fublic sector undertal 1ngs i1n Mizoram do not  have
precise formulation of the price policy. Basically the price
policy 1s determined by the state government in case of depart-—
mental undertal ing, prices of goods and services are tided by the
State Government while government companies also follow govern-—
ment directaives. In case of financial i1nstaitution like Zoram
Industrial Development Corporation Ltd.. interest rates are fined

by the Reserve Banl ot India.

4.3.1. Price and Profit Policy of Mizoram State Transport

Department :

Transport being a departmentally managed enterprise,
the fares of passengers’ bus and also Truclts carrying goods 15
fixed by the Government of Micoram. Certainly. profit making 1s
not the guiding prainciple while fixing the fares. The State
Transport Awthority looked after and fined the fares with the
approval of the government. Social obligation 18 rather more
important o 1t appears, while fixing the fares. The decission
mal ing machinery 1s 1nfluenced by the prainciple of ‘social  serv -
1ce’ because the fare collected by praivate bus owners 15  much
haigher than that of the Buses and Truclts of the department. For
example private buses plying between Aizawl to Champhai: Road of
198 tms., the fare of the private bus 1s RS.Q@®/~ per passenger

whereas the MST 15 Rs.é6@/—. -



4.3.2. Price and Profit Policy of Zoram Industrial Develop-

ment Coporation Ltd.

Interest rates of loans chargeable by the corporation
15 subjected to the REBI guidelines. The Corporation then recieved
instruction  for that through Industrial Development Bant of
Indaa(IDBI) which 1n turn formally approved by the Board of

Directors.

Table 4.1. Interest rates under ZIDCO Ltd.as on 1st April, 1996 :

51 .No Particulars With effect from
21st.2.1995

Term Loans
1. Upto and inclusive of Rs. 5000 12.50%
2. Over Rs.25000 & upto 2 lakhs 14 . Q0%
T Over Rs.2 lal hs

(a) 85I Unaits 16.08%

(b) SRTO Units 17.23%

IBBI Purview (Non—-5S1)

1. Hotel and Tourism related activaities 18.25%
2. Electro—Medical equiptment 18.25%
T Hospital & Nursing Home 18.205%
4. Mobile sale Van 18.75%

Source : ZIDCO Ltd.



4.3.3. Price and Profit Policy of Mizoram Khadi and Village

Industries Board :

fhe MVIEB has showroom cum Emporium in  Aizawl  and
Lungler where the products of the small industrial units financed
by the Board are displayed and sold for 2 price. fhe Furchase
Committee of the Corporation constituted by the Board decides how
to buy and sell the products. The guaiding principle 1s that MEVIEB
15 a promotional agency in which profit 1s not the main objective
in taixaing the praices of the commodities. Again. the necessity to
preserve and popularise the local custom 1s also an  impcrtant
factor while fiyang the prices of commodities. For example. the
hand-made cane hat 1s the traditional dress of the Micos. The
Furchase Committes of the Board fixed the price of cane hat much

lower than 1ts cost of buying from the local producers.

Regarding tiuation of interest chargeble to different
tand of loans, the corporation i1s controlled by the VI Commis—
sion 1n Bombay. However, the Commission follows the prevailing

guidelines made by the Reserve Banl of India.

N

4.5.4. Price and Profit Policy of Mizoram Co-operative Apex

Bank:

While fi1.2ng the interest rates of different inds of
loans and advances paid to loaness, the Aper Bant followed the

gurdelines made by the Reserve Bant of India. However, the RBI



deregularised fivation of interest chargeable since October.199%.

The REBI fixed only the floor rate, that 1s 12% . Since then, the

interest rates an loans/advances are +ixed at the Banl's
tiorn but subject to the prevairling REBI guidelines. 1t

Board which exercises final authoraty for that.

discre-

1s the

Table 4.2. Interest rates under Apex Bank as on ist,April, 19%94:
S1.No Particulars Rate 1n percent
Term Deposait
1. Saving Bant Account o7
2. 446 days to 179 davys 7.5%
T 180 days to less thenm a year 8%
A}
4. 1 year and above bubt less than I years 9.5%
e 2 years and above L@%
Loans and Advances.
1. LUpto i1nclusive of Rs.25,.008/- 17.8%
2 Res.25,0007/- upto 2 lalths 14.5%
T Re. 2 lalths upto = lalhs 1&6%
4, Above I laths 17.5%
i Fersonal loans to Govt.emplovees 16%

Source : The Manager i/c Loan of the Bank.



4.4, Cantrol,Autonomy and Accountability in Public Enter-
prises:

4.4.1 Ministerial and PFarliamentary Control :

The creation of an adeguate structure and mal 1ng
sulttable arrangements for effective control system occupy a

central position 1n an enterprise.

Controlling 1s the "Steering wheel” or the "Short
rean" which teeps activities of the enterprise from wandering

away from Fraimary Object1ve5.7

Control need not have any nega-—
tive connotation. 14 control 1s introduced and applied with a
clear uwnderstanding of the contributory role 1t has to play in
the process of achievement of objectives there should not be any

conflict with the haghly valued notirons of freedom of action and

exercise ot authoraity in a public enterprise.

Since Fublic Enterprises are set up out of the pre-
cious scarce money paid up by the ta:x-payers., they have a right
to male them accountable. Hence the Legaslature can make FPublic
Enterprises accountable both directly and indirectly. It can mate
Fublic Enterprises directly responsible through 1ts  various
commirttees and also through different other methods. while aindi-
rectly 1t can male them accountable through the concern ministers
which are 1n a parliamentary system of Government, responsible to

1t for their commissions and ommisions.

The property of FEs, 1ts assets., functions. powers,
organisation etc., all spraing from the Act of Farliament. It 1s

Farliament 1n case of FEs created and owned by the Central Gov-



ernment and the State Legislature in case of State Controlled
FEs. which are reguared to provide finances to them, in the form

of grant, loans and subsidies.

Legislature has the right to discuss and determine
the important matters concerning FEs, however, 1t should not
interfere 1n  the dey—-to-day matters and worting of the enter—
prises, The usual practice 15 that 1t 1s left to the discretion
ot the minister concerned to decide whether the matter 18 con-
nected with the general policy or the day-to-day administration

regarding the enterprlses.8

The Farliament controls the Public Enterprises in the

following waysqz

(1) The Farliamentary questions is the most immediate
and convenient way open to member of parliament to obtain infor-

mation about public matters.

{(11) Debates and discussion 1s onother mean by which
the parliament controls the FEs. Debates on budget covers a wide
range of matters i1ncluding FEs performance end worling on other
occasions, debates on FEs statutes and amendments thereto also

provided an approtunity for a discussion on FEs.

(111) The most effective and important instrument of
parliamentary control is Commitiee on Fublic Undertal ings. The
Committer comments wpon important aspects ot FE worling. The
reports of the Committee provide much useful data and analysais of

the enterprises studied by 1k.



4.4.2, Nature and Elements of Autonomy :

The autonomy implies freedom to act., 1t 15 related to
the freedom in 1nternal management. Om Fralash tales autonomy as
a great motivational force and ponits out that the concept of
autonomy., however, should not be talen to mean violation of
established government policies. It only implies +freedom of
decision mal ing within the limits of these policies and safeguard
against arbitrary interference and behind the scene manipulations
on the part of those wielding political power or 1ndividual

1nflt.u-:anc4.=3.1[ZJ

Om Prahashll has pointed out the following seven

elements of autonomy :

(1) The minister and other officials of the govern-
ment should naot interfere, 1n the decision malaing of state carpo—
rations.

(11) The Governing Board should have full powers to
make appointment withain the organisation.

{111) The Financial Adviser and Account Officers
should not be a deputationist from the government; he should not
be allowed to become de ftacto decision mater in policy matters.
He shouwld not be permitted to introduce a perpetual elements of
antagonism within the organisations.

(1v) The pattern of audait should be drastically
changed so that attention i1s focussed on major variables in  the
assesment of performence rather thanm on petty technical objec—
tions which have only a nuisane velue (of i1ncreasing harassment

and of bFilling 1nitiative?



(v} The people and their trepresentative and parlia—
ment should i1mproved a self-denying ordinance on their curiousity
for aintformation with regard to petty matters so that they can
concentrate their attention on overall objective assesment of the
progress of an enterprise, and the decission— malers within the
organisation can do their jJob in an atmosphere free +rom suspl-—
si1on and strain.

(vi) The Governing Hoard should be {free from delegate
powers to lower levels of management within the organisation.

(vii) The structure of government control in relation
to wvarious public enterprises would be rationalised so  that
historical anomalies can be wiped out i1n the context of changes
in price level,increase 1n size, 1ntegration of enterprises,

other current developments and past eiperiences.

Fublic Enterprises should be given sufficient autong-
my o that they may be run on commercial lines efficaiently and
may achieve their aoblectives. However, autonaomy or flexibilzity
should not wrongly be ainterpreted as meaning that they could wort

1in exactly as the seme manner as private entreprensurs.

4.4.35, Accountability of Public Enterprises :

The accountabirlity of Public Enterprises implies
rendering ot accounts by the Fublic Enterprises to the public who
own these enterprises.N.Das has defined accountabilaity in  the
following words. "It means that account should be rendered by a

public undertaking to some higher authority and that, 1  the



latter 1s dissatisfied, 1t can order that steps be talen to put
matters right. Accountabilaty, theretore,include control : One 1s
meaningless without the other‘“.12

The need for accountability orises because the 1i1n—
vestment in FEs is from the public funds and the public would
lite them to wuphold those values and achieve those objectives for

which they were established.

The Legislature cen mate PEs directly responsible to
1t  through i1ts various committeess and also in the form of gues-
tions,short discussions and debates, while i1ndirectly 1t can mate
them accountable through the concerned minister who 1s. 1n A&

parliamentary system of government, responsible to 1t.

Fublic Enterprises are accountable through audit. The
Auditor and Comptroller General has a legal authority to audat
the affairs of FEs, and his reports are laid before the legisla-

tures as pescribed by Article 151 of the constltutlon.lj

The annuel report 218 agean an important medium
through which an enterprise gives an account of i1tself. It 1s the
only instrument i1ssusd by every FE which provaides to the publac
and parliament information on a continuous basis aboubt the activ-

1ties of FEs.

he Government, Ltoo, as the sole shareholder, should



respond  to  the changing needs and among other things consider
grving the public sector more effective autonomy. together with

better accountability.

4.5. Nature of Control, Autonomy and Accountability of

Public Sector Enterprises in Mizoram.

It 15 learnt that the Government of Mizoram controls
1ts  Fublic Enterprises at the masimum. This can be seen 1n  1ts
overwhelming euthoraity in appointing the members of the Board of
Directars and Managing Directors and the personel of the enter-

prises.



1@.
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CHAPTER 5

IMPORTANCE AND ROLE OF STATE ENTERPRISES IN ECONOMIC DEVELOPMENT

OF MIZORAM

5.1 Introduction:

In & developing and baclward region lile Mizoram,
State Enterprises departmentelly managed or Corporation/Board
managed-play & crucial role in the socio-economic development of
the people. As mentioned in chapter 2 1n India.there has been a
progressive expansion in the scope of the public sector after bthe
attainment of Independence and advent of planning. The psssage of
Industrial Folicy Resolution of 1956 and the adoption of the
soclalist pattern of sociebty as our naticonal goal in the Second
Five Year Flan (1936-61) turther led to a deliberate enlargement
of the role of public sector. Frovision of employment opportuni-
ties., capirtal formation,intrastrocture development,establishment
of strong industrial base etc.are the important contribution of
Fublic Sector Enterprises in India. Mizoram 1s also witnessing A
deliberate enpansion of State enterprises especially during the
last twenty vears. The present chapter gives an account of the
contribution of State Enterprises in the economic development of

Mizoram.

S5.2. Provision of organised employment:

State Enterprises provide majority of organiserd

employment apportunities i1n  the state. Duraing 199294, total



numbers of worlers employed in the organised sector 1.8.. govern-—
ment  and semi-government,other public sector undertabings lite
bant ing and insurance stc. was estimated at 19684 persons  an
Mizoram. The share of employment by government and other public

bodies are given in Table - 5.1

TABLE 5.1 Census of Government Employees i1n Mizoram, 1993-94

S51.No Sector Total
1. State Government T4676 (B7.4)
2. Central Government T1T5 0 (7.9)
T Semi-Government 457 (1.1)
4. Avtonomous District Councils 112 (2.3)
5. Bant ing & Insurance 408 (1.@)
/
TOTAL = 9484 (100)

Note : Figures in brackets are percentage to total.

Source:5tatistical Handbook Mizoram 1994.

It 15 observed from Table 5.1 that 87.9 per cent of
the total worters employed in the organised sector belong to
State Government while the share of other sectors are : Central
Government (7.9%) semi-government (1.1%),Distraict Councils (2.5%4)
and Banlking and Insurence (1.0%). The relative contribution of
Fublic Sector and Fraivate Sector in the provision of organised

-~

\
employment 1n the State 1s gaven in Table 5.2.



TABLE 5.2 Establishments and Employment in the Organised Sector
Mizoram (as on 1.1. 1988)

Particulars Total

A. Establishment (Numbers)

a) Fublic Sector 477
b)Y Frivate Sector 14
TOTAL = 457

B. Employment (thousand)

a) Fublic Sector 27.1
b} Private Sector 1.2
TOTAL = 8.7

Source : Basic Statistics of North Eastern Region 1992 North

Eastern Council Secretariat,Shillong.

In Table 3.2, we found that out of 457 total estab-
lishments.there were 477 establishments under Fublic Sector and
16 establashments under Fravate Sector waith a total employment of
28.2 thousand persons the share of Fublic and Frivate sector

being 27.1 thousands and 1.2 thousand persons respectively.

T3 Establishment of Industrial base in Mizoram.

Mizoram has vast potentialities for industrial devel-
opment based on her rich varied resources especially forest
resources. All  these resources could be esiploited with only
government support and intervention. The following steps had been

undertaten in Mizoram to promote industrial development -



a) The State government announced 1ts first Industri-
al Folicy Resolution in 1989 which has given top prioraty to the
development of Food and Allied Industries, followed by Handloom &
Handicrafts and Electronics;

b) During 1990-91., Mizoram Food & Allied Industries
Corporation (MIFCO) Ltd. was established. MIFCO had taken over
all the Departmental Froject lile Gainger 011 & Olearesin Flant at
Sairang, Food Freservation Factory at Vairengte and Maice Froc-
essing Flant at | hawrawly

) Zoram Electronic Development Corporation  (ZENLICE)
was established ain 1991 in order to promote electronic industries
in Mizoram;

d) I hansari Suvgar Flant at Saitual under khadi and
Village Industries Hoard,Mizoram wes commissioned on 21-12-1997:

elEstablishment of Industrial Estates at

—

Alr-zawl ,kolasib.etc.

‘ Fresently.Mizoram 15 one of the most baclward states
in India in terms of industrial development. The contribution
of andustrial sector in the state economy 1s very small. The
condaition of industrial economy may be judged from the principal
character of Small Scale Industries (85I) units i1n Mizoram as

-

given in Table 5.7.



Table 5.3 Principal Characteristics of SSI units in Mizoram (As

on March,1988)

Sl.No. Particulars Total
i Number of units 917
2. Employment (No.of persons) )
T Fived Invesment (Rs.in lal he) 183
4, Invesment in plant & machinaries(Ks.in lal hs) 471
S Wort ing Capital (Rs.in lal hs) 457
6. Froduction (Rs.in lal hs) 1470
7 Capacaty utilisation (percentage) 71.88

Source : Same as Tables 5.2.

As  on March 1988,551 units in Mizoram consisted of
P17 units with total employment of 4207 persons. Total fixed
investment was 1288 lalhs with production value of Rs.l1470 lalhs.
As  given in Table 3.7 the capacity utailisation i1s worled out to

71.88 per cent.

Duraing the Seventh Fave Year FPlan (1983-90@).,out of
the total plan allocation of Rs.15446.99 lalths, Rs.1227.87 lakh
(B82.6%) were spent on Small and Village Industriesi;other indus—
tries and mining accounted for Rs.207.1%  lahls  (12.14)  and
Rs.116.81 lalths (7.4%4) respectively. The yvear wlse expendiiore
under the three sectors during the Seventh Flan are given in

Table 5.4.



5.3.1. Performance of Mizoram Khadi & Village Industries Board:

Mizoram Fhadlr & Village Industries PBoard plays a
dynamic role in the socio-economic development of Mizoram. The
Board provides employment apportunities to many artisans eope-

crally in rural areas and tacilitates an effective mobilisation

Table 5.4 Expenditure on Industries During Seventh Five Year
Plan{(1985-9@)

Rupees in lakhs
Year Village & Other Mining Total
Small Industries Industries

1985-86 171.31 47.84 1.01 176.16
198687 184.00 ZB.80 15.00 229.00
1987 -88 189.00 40 .00 20.00 249.00
1988-89 WPT.11 59 .00 0.8 ~81.00
1989-7@ 470.41 S1.31 50.00 511.7%
TOTAL 207.87 287015 166.01 1546.99

Source : Economic Survey of Mizoram 19980-791.

of sources of capital and skill which might otherwise remain
unutilised and also provides direct fimnancial assistance alaong
with merleting supports. During 1992-92, the Board had assisted
544 units by providing loans and grants as per pattern of assist-—
ance of Fhadir & Village Industries Commission to varicous co-—
operative societies, instatutions and i1ndavaiduals engaged 1n
Fhadir & Village Industries. The total value of production duraing

1992-97 was Rs.676.00 lalhs and provided employment to 2791



persnns as full-time worters. The pertormance indicators of the

Board 1is outlined in Table 5.3,

The PBoard conducted Artisan Traiming Course at MDTC
(Mulbi-Displinary Training Centre) at Zemabaw} eveary year 1in
various discaipline of trade. In 1992-97.the Board provided train-
ing to 91 artisans and the trade—wlse achievement 15  given in
Table 5.46. Since 1986-87.the Board had recorded an  increasing
trend 1n  total number of beneficiraries. The total number of

beneficiaries was 245 numbers in 198&6-87 and this had rose to 946

numbers i1n  1922-9%. Similarly, production also had increased

Table 5.3. Performance indicators of kKVI Board,Mizoram 1992-93.

S1.No Particulars Total
1. Froduction (Fupes=s in lal hs) L76.02
2. Sales (Rupees in lal hs) 728.40
T Employment

a) Full ftime worlers(No. of persons) 91

b) Fart time worlers(No.of persons) 4@91
4. Wages

a) Full time worlers (Rupees in lal hs) S68.91

bh) Part time worlers (Rupees 1n/1akhs) 71.80
5. Total units assisted 546
b Total number of working units w494

as on 21.7.93.

Source:8th Annual Report 1992-93,Mizoram Khadi & Village Indus-

tries Board.
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Table S5.6. Trade wise achievement, MDTC. 1992-93.

S1.No Trade No. of trainess
1. Soap 2h
2. Cane cap ]
Ta Cane Furniture 8
4, Carpentry i@
5. Fabre -

TOTAL = 51

Source: Same as Table 5.9

from Rs.45.97 lalths in 2984687 to Ks.&676.00 i 1992-90. The vear
wise beneficiaries and production during the pericd from 1986-87
to 199292 are given in Fagure 5.1 and Faigure 5.2 respectively.
The year-wlse aggregates recovery rates are presented
in Table %.7. It 1s observed from the data given ain  Table 5.7
that the recovery rates had shown a downward trend during 1986-87
to 199@0-%F1sthe rate had fallen from 37.79 per cent in 1986-87 to

24,72 per cent in 1990-91.

Table 5.7. Recovery rates (Per centage)

S1.No Year Recovery Rate

1 _2 o —_3 )

1. 19se-s7 N TR
2. 1987-88 51.11

g 1988-89 T5.74

cont...



1 2 z

4. 1928992 26.82

R

1990-71 24,72

Source : Same as Table 5.5.
S.4. Road Transport Development in Mizoram:

In Mizoram, the programme of road construction has
been accorded high priority throughout the Five Year Flans. This
15 gquite jJustifiable in view of thé tfact thet road transport
ococupled  the most 1mportant means of communication as there are
practically no other means of transport. Road transport 1s the
basic infrastruc bture neaded for generation ot eronomue
activity.and +for bringaing about prosperity end well-being in  the
country. In Mirzoram roed transport 1s still the liafelina o+ the

people.

During the Seventh Five Year Flan(i1985-9@) ,the trans-
port sechtor had made considerable achievement 1n strengthening
the road infrastucture networt within the state of Micoram. The
road density in Mizoram at the beginning of the Seventh Flan was
16.09 tm/100 sg.tm as against the national average of 40.8lm/ 100
sq.+tm and the average of the neighbouring North Eastern Region 13
T8.27tm/100 sqg.tm. The repad situation had improved with the
progress of the Seventh Flan. By 1998-91,the road length includ-
ing Border Road Organisation road was 19255.9 lms of Surfaced road

and T094.6% pf unsurfaced rosd and the road densaity had improved



to 29.95im/1@0@sg.tm. The expendirture under Road & Braidges during
the Seventh Flan was Rs.5607.08 lal hs.

D.4.1 Vehicle population in Mizoram:

Table 5.7 gives information about the vehicle popula-
tion 1in Mizoram as on Zlst.March,1994. It 1s DbEErvea that the
total number of all types of vehicle registered was 12197, out of
which 5885 (48.77%) vehicles are Light Motor Vehicles (LMV) whers-—
s Medium and Heavy Vehicles accounted for 6.8 per cent respec—

tively.

Table 5.7: Vehicle Fopulation in Mizoram (As on 31.3.1994)

;I.ND Type of Vehicle Number of Vehicles
1. Two Wheelers 4@74 (37.1)
A Light Motor Vehicles (LMY) 2885 (48.7)
T Medium Motor Vehacle (MMV) 821 (6.8
4. Heavy Motor Vehicle (HMVW) 12780 (18.4)
5. Tractor 172 (1.4)

TOTAL = 12197 (100)

—_————— - —————— —— —_—— -

Source : Statistical Handbook Mizoram 1924.

9.5. Working of Mizoram State Transport Understanding:

The Chief function of Miroram State Transport uwnder-
tal 1ng wunder the Directorate of Transport Department 1s to pro-
vide passenger bus services in different rouvtes withain and out—

\

side Micoram. In 1992-94 the totsel bus registered in Mizoram was



1278 buses and the share of the State Transport undertal ing was
110 buses 1.€..10.60 percent of the total bus population in
Micoram. In  table 5.8 total bus population.number of buses 1in
State Transport undertal ings and number of buses per lath popula-

tion in Maizoram 1997 are given in table 5.8.

Tabie 35.8. Total Bus FPopulation,Number of Bus 1i1n the Gtate
Transport Undertaking and number of buses per lakh

population,Mizoram, 1993

S1.No Particulars Total
1. Number of Buses 10728
2. Buses in State Transport Undertalings 110
T Fercentage of State Transport buses to total 12.60

Bus population
4. Fopulation (20@) LH78

S Number of Buses pesr lalh population 150.42%

Spurce: Government of India,Planning Commission A Study of the

Performance of State Road Trapspnrt Undertakings,New Delhi,1974.

59.9.1 Financial Performance:

The overall financial performance of the Mizoram
State Transport undertal ing during the period from 1985-86 to
199794 are summarised in Table 5.9. The data gaiven an thais table
revealed that the net losses of the Undertaling is on  the in-

Crease. These losses which were Rs.78 lalhs an 1985-86 had in-



creased to Rs.4.84 crores during 1992-94.,

Table 5.9 Financial Performance of Mizoram State Transport

Undertaking (1985-86 to 1993-94)

Year Operating Operating Operating Misc.receipts Gross
revenue expenditure surplus over expenditure profit
(2-3) (4+5)

1 2 3 4 S 6
1985-84 0.64 1.51 -@.87 @.07 -Q.73
1986—-87 B.56 1.61 -1.05 0.06 ~-@0.99
1287-88 1.71 .89 ~2.58 7,04 —-2.54
1986889 1.00 4.11 ~Z.11 2.05 -2.06
1987-90 1.40 Z.86 ~2. 46 -8.02 ~-2.48
199821 1.25 247 -2.20 ~@.48 -2.70
1991-92 1.25 TG -2.72 ~@.22 -5 .84
199097 .26 4,95 ~4.01 ~-@.07 ~4.04

Note : The figures given in 1985-86 to 1992-93 are actuals while

the figures for 1993-94 are as per revised estimates. °

Source: Same as 5.8

5.9.2 Trend of expenditure:

The trend of gnpenditure both operating and nbon-—

operating of the Micoram State Transport Undertabing in  1985-864

L]
and 19972-94 are given in Tabloe 5.1@.



Table 5.1@8 Trend of expenditure incurred by Mizoram State Trans-
port Undertaking.

Rupees in crores

Item/Year 1985-86 1993-94
(Actuals) {Revised Estimate)

A.OPERATING COSTS

1. Sta+t+f @.94 (I29.70) 2.58 40.2

ra

Materials

a) Fuel B.27 (14.7) D77 (12.@)
by Tyres & tubes B.70 (&) .64 (1.8
) Other materials 0.40 (21.7) .16 (18.1)

TOTAL A = 1.51 (82.1) .15 (80.7)

B.NON-OPERATING COSTS
. Tanes .00 0.00
4, Depreciration Q.77 (17.9) B.98 (15.3)

Reserve Fund

5. Interest 7.00 &.00

6. Others &.00 2.28 (192.7)
TOTAL B : @.77 (17.9) 1.26 (17.7)

C.GRAND TOTAL (A+B) 1.84  cla@) b.41  (100)

Note : Fiqures in brackets indicate percentage to total

Source:Same as Table 5.8

It 15 seen that operating costs constituted more than
80 per cent of the total costs ain 1985-86 and 19975-94 respective-
ly. The share of staff cost had increased from 29.70 per cent in

1785-84 Lo 4@0.2 per cent in 1992924, Material costs accounted



52.7 per cent of the total costs in 1992-94. Non-operating costs
had ancreased from 17.9% per cent of the teotal costs to 19.7 per
cent uf the total costs in 1992-94. In 211 the total eupenditure

rose from Rs.1.84 crores to Rs.6.41 crores 1n 19972-94.

5.9.3. Froductivity Indicators:

The productaivaity andicators of the Mizoram State
Trangport undertabting and all-India average covering a period of
nine years ftrom 198586 to 1997-94 are presented in Table S.11.
It 15 observed from this Table that all the productivaty indica-
tors at  the national level such as fleet uwtilisation,vehicle
productaivity.staff productivity and fuel efficiency had recorded
an improvement during the period uwunder consideration. Fleet
utilisation i1mproved from 254 in 1985-86 tn 884 1in 199794
Vehicle productavaity during the seme period increased by 16 per
cent from 2700 kms per bus/dey to 267ims, and egain.staff produc-
titity had shown improvement by 21% from Z1.1 tms per worbker/day
and fuel efficiency by 78% +trom 4.21 bms per litre in 1985-846 1o

4,50 ms per litre ain 1997-94.

Howaever,i1n the case of Miroram Stete Transport under-—
taking.productivity indicators had shown a declinaing trend encept
i fuel efficiency. It 1s seen that fleet uvwtilaisetion had dete-
riorated from 454 in 1985-86 to 47% in 199794, Vehicle produc-
titaity during the same period decreased by 17 per cent from O3
tms per bus/day to 44 btms. Similarly.staff productivity had shown

a downward trend by 4@0.6%4 from 18.1 tms to 6.8 tms per worter/day

duraing the period from 198586 to 1992-94. Fusl efficiency 1im-



‘2’ B1ge) SBE SWES | 83J4nog

‘abeusne e1puy 1B 3y} J0j sadunby ayy moys siavoedq ayj3 Wyum sadnbi4 ¢ 210N

‘Bumyeiuspun jHodsued] 83815 WEUCITW JO SJU0IEIIPU]  APATIINPOJUL  I1'g ! 3198l

(oS'v) BY9 | (F¥'Y) | (FEY) | (G2 | (BE'Y) | (£E'W) | (B2%) | (2'%)

- - ( BT u3d swy)
"O'N U'N U'N 'U'N ‘W'N 'O'N U'N @'N 'O'N Aduatonyys 18nd ‘¢

(G'LE) |(2'98) | (B8'vE) | (@'ED) [(g'ge) | (T'GE) | (&°28) (p2e) | (TIE)

Aep/yuo aad suy)

0'9 A 0'9 '6 a0t |4 £'01 6 101 | Ataranpoad yels e
(£92) |(683) | (EG2) (1va) | (L8| (962 | (6¥2) | (6£2) | (0£D) (Aep
/sng Jad suwy) ATA

v &t A4 oL 187 157 a4 =34 £C | ~1onpoad 31owyeA 2
(PTaY

(88) (£8) (£8) (£8) (68) (68) (88) (78) (G8) | S@snq 0} pPBO4 Uo

40 abejueouad)
EY &E st gL =14 8t 25 8t 1 4 LIOTRESITIN 1937

-
-

14-1=)! E661 | 2661 1661 | 0661 6861 | 8861 L8671 | 9861

S40%E2TPU]
—E66T | 2661 |- TLET |-066T |-6B6T |-8861 |-4L84T | -9861 |-6861




praverd by &.74 from T80 ms per litre in 198990 to .00 ms per

litre an 19972-94.

5.6 Provision of Institutional Credit:

The existence of a well-organised tinancial anstaitu-
tions 1s necessary an order to promote rapid sconomic development
in the country. Financial institution provides mechanism through
which financial resources from the public are mobilised and
chanelised 1nto productive investment. Institutional credits are
provided by banls, co-operative societies and other specialised
financial nsbtitutions created for the purposes. In Mizoram,
there were 82 bant branches upto 1991 of which 24 branches are
commercial banls.3@ branches are rural banls and 9 are co-opera-—
tive bants. There 15 one specialised financial anstatution
1.2.,Z0ram Industrial Development Corporation under the State
Government which provides 1nstitutional credit to industries and
other tertiary seckors. These financial ainstitutions.especially
commercial bants.rural banis and co-operative banls are provading
both long term and short term credit to farmers to help them
adopt modern technology and improved agricultural practices so as

to improve crop productaivity and production.
9.6.1 General Performance:

As on Dlst.March. 1990 the average population served
by per bant happened to 8269 number of persons while the area
covered by per bant is worled ouvt to 2257 sg.tm. The performance

of commercial bants.rural bants and co-operative bants i1n  terms
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of deposits mobilisetion and alsbursemant ot advances for 198990
and 1990-91 are presented an Table 9.17. As gaven in the table.it
1s  seen that during these two years, commercial bants had re-
celved the largest amount of deposit $rom the public but they had
shown the worst credit depeosibt ratio compared to rural bantls and
commercial bants. In the case of commercial banis‘publlc' deposit
improved from Rs.8049.92 lalhs in 1989-90 to Rs.92692.27 lalkhs
during 1920-21 whereas credit deposit ratio had decressed from

24,50 per cent to 21.72 per cent during the same period.

5.6.2 Advance to Priority Sector:

The advance given to the FPrioraity SBector by the banks
in Mizoram may be considered ‘satisfactory’. Friorty Sector
advance constituted 44.5% percent total advance upto 199091,
Agriculture accounted for 11.180 percent while small scele wndus-
tiries and small business etc. constituted 14.7@0 percent and 19.27

percent respectively.Deta1ls are gaven in table .14,

Table 5.14 Priority Sector Advance in Mizoram.

S§1.No. Particular Upto (1990-91) Fercentage to
. Rupees in lakhs total advance

1 2 3 4

1. Agricul ture and Fa.4420.81 11.1@

allied achivities

conta..



1 2 3 4q
D Small scale industries Rs.565.60 14.7@
T Small business / Retail Re.778.2 19.2
trade and transport
operakbion
Total Rs.1778.43 44 .55

Source : Same as Table 5.13

5.6.3. Performance of Mizoram Co-operative Apex Bank Ltd.
The Mizoram Co-operative Ape: Banl Limited 1s estab-
lished with a view to provide credit fecilaities to rural sector

mainly for agriculture and allied activities.

Eant

[he members of this

include 515 co-operative societies and the state government.

It has nine branches threoughout the state of Micoram.

The total

Tlst March 1995 stood at Rs,.2089.67 lalhs. The outstanding

and advances of the bani

putstanding loan and advances as on  the

loans

for various purposes were as follows:—

Table 5.13 Loans and Advances of Apex Banks Ltd. (as on 31.3.99)

Sl.No. Purposes Amount Percent to
(Rupees in lakhs) total

1 2 3 4

1. Short term 1ncluding

Cash Credit/Overdraftts

cont...



(a) Beasonal Agricul tu .88 1.602

-ral Operations

() Dther Loans to 055,94 10.81
Societies

(c) Others (1ndividuals) 1267.25 6@.64
2. Medium term
(a) Agriculture & Allied 62.04 2.97
Agriculture (Societies)
(b) Agraiculture & Allied =79.91 18.18
Agriculture (Individuals)
. l.ong term loan
(a) Staff loan 99, 60 4.77
(b)) Agriculture 5.3 .23

(Individuals)

() Transport operators 2045 Q.12
4, Integrated Rural Develop- 172.24 @.64

ment Frogramme (IRDF)

Loan

Total 2089.63 100.00

Source : Annual Statutory Audit Report of Mizoram Co-—-aoperative

Apex Bank Ltd. 1994 to 1995.

It 15 observed from the above table that the loans
and advances are concentrated mainly to individuals whereas the
bant 16 supposed to concentrate on co-operetive societies for

agriculturel purposes.



The bant suffers from high level of oaverdues which
adversely affect the operational efficiency of the bant 1tself.
fhe age-wlise classificetion of the Bant ‘s overdues are given 1in

Table S.16.

Table 5.16 Age—wise Classification of Overdues

Rupees in lakhs

Years Number of Actount Total Amount
1. Less than 1 vear 4@ 87.10
2. 1 Year to & yeers 575 THD .02
Te 2 Year to T years o1 490.76
4. T Years to 4 years 275 685.87
5. 4 Years to 9 years T 44,15
6. Above 9 years 186 168.17

TOTAL. = 1691 1878.29

Source : Same as Table 5.15.

As observed in Table S.16.there were 1691 number of
overdues account holders with accumulated amount of Rs.1875.29
laths. The hagh level of Bank’'s overdue may be attraibuted to lack
of proper scrutiny of loan applicatoins.insvufficient follow-up
action on utilisation of loans and low recovery draive on  the

parts of the authority concern.

The recovery rate on principal amount and interest on
loans and advances are estimated to be 146.475% and 10.174 respec—

tively.



S5.6.4 Role of Zoram Industrial Development Corporation Ltd.

Zoram Industrial Development Corporation Ltd (ZIDCO)
1s establised by bhe State Government to provide financial facil-—-
1ties  far the industrial development of the State. 8o far the
Corporation had financed 1883 industrial uwnits from 1980-81 tall
the end of 1995-94. The number of units that had made full ligua-
dation of the loan 1s 394 units and the number of loan accounts
in - operation at the end of Zilst March 19946 1s 1491, The overall
performance of the Corporation may be assessed by the amount of
total loan disbursed since 1ts inception. This i1s presented in

Table F.17.

Table 5.17 Total amount of loan disbursed by ZIDCD

Rupees in lakhs

Year Amount
1 N ) 2 S
I;BB—Bl __________ ) N @.51
1981-82 19.77Z
1982-87 56.85%
1987-84 41.01
1984~895 118.27
198%5-86 260.88
1984-87 TE0.75
1987-88 . S05.17
1988-89 517.27
1989-9@ Z11.18

cont...



1 2

1990-91 0. 20
199192 150,92
1992-97 78.66
1992-94 149.74
1994-95 , 157,58
1995 -96 174,67

Source : ZIDCO Ltd.

1t 15 seen trom the data gaiven in the table that the
total amount of loan disbursed by ZIDCO Ltd. had increased from
Rs.51 thousand in 1980-81 to Rs.124.67 lalths during 1995-96 1.e..,

100 percent increase in the amount disbursed during this period.

The fimencial performance of the corporation duraing
the last fitfteen years showed the eiistence of high level of
overdues 1.e..the loan recovery position remained unsatisfactory.
The loan recovery performance of the corporation is presented in

Table 35.18 .

Table 5.18 Recovery of Loan by Zoram Industrial Development

Corporation Ltd.

Year Amount recovered Recovery
{Rs. 1n lakhs) Rate (Z4)
i 2 o s
1981-82 o @,I;_ ) ) N.A
198.-87 2.57 N.A

contaa.



1 2 3

198.-84 6.19 N.A
1984-85 26.85 N.A
128%-86 18.75 N.A
1986-87 .43 N.A
198788 119.82 N.A
1988-89 117.17 24.8°7
198990 1972.%1 . 18.68
19990-91 212.7 14.91
1991-92 19@.1%5 10.47
1992-97 217.87 K .41
199394 ~68.49 14.26
199495 284.79 7.464
1995-96 =21.89 N.A

Source : ZIDCO Ltd.

S.7. Conclusion:

From the analysis given above, 1t 15 observed that
State Enterprises play a very important role in providing orga-
nised employment. strengthening infrastructure fecilities lite
road transport, etc. and building up of financial instaitutions to
facilitate the flow of institutional credit to agraiculture and
industrial sectors an the state of Micoram. These facilities are
provided through various public sector enterprises in the form of

governmental departments and speclralised institutions. However.,ws



noticed that{; these bodies have not been able to generate desired
results. Rather, they were incurvraing financial losses and the

management suffered from inefficiencires.
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b6.1. Introduction :

The Board 1s the top management organ responsible for
implementing  the objectives of an enterprise. The men on the
Board ot an Undertal ang are o+ vaital importance to the undertal -
ing. The success or failure of an underteling 1s largely depended
upon the constaitution and composition of i1ts higher levels of
management. The main responsibility for the etficrient and sucess—
tul worling of the enterprise 1s vested in the board. [ts compo-
sition 15 very importance because the board represents the body
corporate. Hesides, 1t 1s directly responsible tor the resources
invested 1n  the undertal ing. The responsibility for efficirent
running of a government undertatl ing 1s squarely on the board. It
18 & linlt between the propraietors of the enterprise and 1ts fop
execvtives. Therefore., 1t 1s of ulmost significance that real

importance 1s attached to & board’'s composibion.

b.2. Types of the Board of Directors :

Broadly spealing., there are three types of Boards
that we come across in public undertal ang; namely., Folaicy EBoard,
Functional Board and Mixed Bosrd.

ta) Folicy Boards: Folicy Boards are those a majority
of whose members are parbt-timers with the eixception of the Chiet
Erecutive who would be a full-taimer. These members are drawn from
outside the enterprise and do not shoulder any specific func-—
tional charges.

(h) Functional Hdérds : Whereas i1n functional Boards,



the members of a Board are mainly drawn from within the enter-—
prise and the members are full-taimers and have specitlic responsi-
bilities attached to them. The most notable sxample 1s that of
the Railway Board in India.

() Mived Boards : lhese types have both part-taime
and full~time directors, the latter having specific responsibili--
ty for some of the subjects.

It 1s +found that the Board of Directors of Fublac
Sector Undertal ings selected for detail study have a policy
Board.

There 1s no categorical imperative regarding the
usefulness of a particular type of Board-Folicy Board, Functional
Board or Mined Board. The usefulness of any particular type of
Board will largely depend on the type of an enterprise 1t will

have to handle.

6.2.1. Si1ze of the Board :

W.A Fobson opines that there should be no hard and
fast rule about the sice of the Boards. The sice of the Board
Qarles from enterprise to enterprise, depending upon the size of
the enterprise and the load of wort and responsibilities. Howev—
er, it may well be remarited that 1t should neither be too small
to be dominated by single aindividual, nor 1t be too large to
become uwnwieldy and inetffective. The size of the Hoards of Direc-—

tors selected for study 15 determined by the respective Bye-laws,

Acts and Articles of Association.



L£.2.2. Mode of Appointment :

In regard to the Central Government’ s
Undertal ings.Board level appointments are processed throuwgh
Fublac Enterprise Selection Board (FPESE).which was esteblished in
1974. However. 1n Mizcoram we do not have a counterparht of the
FESRB. As such,.the roncerned minister 1s the sole authoraity to
appornt members of the Board of Directors ain the Fublic Undertal -

ing under his charge.

Agein. the persons appointed on the Board may be of
two typesi namely, Officials and Non-Officirals. Officials are
those members who are drawn from the Govermsnt Departments and
other government agencies, for example,respresentatives of Finan-—
cial Instatutions and other representatives ;rom Government De-
partments. Non-Officials are those members who are appointed from

the field of trede union, private sectors.academic institutions

and public life 2.

.3, Powers and Function of the Board of Directors of

MKVIB:

As per the Act j‘the Board 1s entrusted with the
follawing functions and powers:

Functions of the Board.

(13} It 15 the duty of the Board +to encourage.orga-

nise.develop and regulate b hadl and Village lndustries and per-



form such functions as the Government may prescribe from time to
time.

(2) The Board also discharge and perform all or any
of the following duties and tunctions.namely @

{a) to start, encourage.assist and carry on t hadi and
Village Industries and to carry on trade or business in  such
industries and an the matters aincadental to such trade or busi-
ness

(b)) to help the people by provading them with worlt in
their homes and to give loens and other form of monetary help to
individuals.regrstered co-operative socileties and regirstered
institutions.

(o) to encourage establishment of co-opesrative socle-—
bies for thaday ®& Village Industries, and Handicrafts.

()  to conduct training centres and to train people
with a view to equipping them with the necessary lnowledge for
starting or carryang on thad:r and Vaillage Industries.

(e) (1) to manufacture tools and implement required
for carrying on thadir end VYillage Industries and to manufacture
the products of such Industries:

(11 to arrage for the supply of raw—-materials
and topnls and implements required for the same purposes; and

t111) to sell and to arrange for the sale of the
products of the said industries:

(+) to arrange for publicaty and popularising of
finished products of thadyr and Village Industries by opening
stores,shops.emporia or exhibitions and to tale similar measures

for the purpose:



{g) to endeavour to educate public opinion and to
impress upon  the  public, the advanteges of patronisaing  the
products of ¥ hadyr and Vilage Industries;

(h) to seet and obtain advice and guidance of eixperis
in thadir and Village Industries:

(1) to undertale and encouwrage research word in
connection with thadi and Village Industries and to carry on such
activities as are 1ncidental and conductive to the ob;ects of

this Act.
Y]

General Powers of the Board :

To discharge the above mentioned functions, the Act
equipts the Board with the following powsrs.namsly 3

(a) to scquaire and held such movesble and  immovable
property as 1t deems necessary and to lease.sell. or otherwise
transfer any such property:

Frovided that any lease.sale,mortage.hypothecation
or other transfer to any persons or authority other than the
Commission of any immovable property belonging to the Board shall
be null and void unless 1t 15 sanctioned by the Government:

(h) to incur expenditure and undertate anywort in any
area 1n  the territory for the framing and execution of such
scheme as 1t may consider necessary for the purpose of carrying
oput the provaisions of this Act,or as may be entrusted to by the
Bovernment:

() to borrow maney from the Commission and also to

hypothecate or mortgage properiies as securities against  the



loans: the Hoard may also borrow money from obher source, lite
Bants.and may give first or subseguent charge on 1ts assets to

the lenders:

() to wrate off minor 1rrecoverable losses.

Powers to make contracts :

(a) The Board may enter into and perform all  such
contracts as 1t may consider necessary or expedient for carvryindg

out any of the purposes of the Act.

6.3.1. Limitations :

In the performance of 1ts functions. the Board 1s
bound by such directions as the Commission may i1ssue from time to
time in the implementation of scheme financed by the Commission.
In each vyear, the Board shall prepare a programme of wort and
forward the same to the Government of Mizoram and to  the ,V.1
Comission. The Commission, approve and senchtion the programme  in
whole or an part or wath some moditications as 1t deems  fit.
Frior approval of the Government i1s required to mate alteration

in any scheme financed by the Commission.



&.4. Powers and Functions of the Board of Directors of

ZIDCO Ltd.

The powers and functions of the Board of Directors

4

given by 1its Articles of Asscciation may be mentioned below :

General Power: '

The business of the Company 1s managed by the Roard
ot Directors.who may pay eupense incurred in  setting up and
registeraing the Company. and may enercise all such powers of the
Comnpany required to be edercised by the company in general meet-

IAQS .

Specific Powers:

The specaific power of the Board ainclude the follow-—
ngs -

ta) To male bye—-laws and repeal the same for the
regulation of the company.its officers and employees,

(b)) To acquire property for the company.

() To undertake and exnecute worts of capital na-
ture.not erceeding Rs.25 lalhs.

(d) To pay property in the debenture or other securi-
ty of the company.

() To secure contracts by mortgage any of the
property of the company 1in such manner as 1t thant fit.

() To refer any claims by or against the company to

arbitration.

(g) To male and give receipts.



(h)To give bonus to any employess of the company.lo
creste provaident fund,to subcribe charitable and other funds.

(1) To creste posts and appoint officers. remove or
suspend the same.to appoint retired government servant.

(1) To esnecute mortgage and charge on  1ts proper-

ties,to mate contracts.

6.4.1 Limitations :

The Board of Directors has.however. to consult IDBI
on matters of policy involving finance. It shall not.without
consultation with IDBI be entitled to exercise,

{a) the powers to i1ssue bonds and debentures

{(b) the powers to borrow money from the state govern-
ment and

() the powers to male any rules or regulations.

(d) to create post the mayimum pay of which 18 above

!

Rs . 4000 .

6.5 FPowers and Functions of the Board of Directors of the

aof the Apex Bank:

The powers and functions vested to the Board of
Directors by the bye-law = may be given below =
(a) To appoint an Executive Committee,

(b)) To define the financial policy of the Banl i

{c) To give general direction to the Executive Com-



mittee for trainaing funds;

(cd) To scrutinise and put up the Annual Budget to the
General Assembly for approval;

{e) To submit to the General Assembly the Annual
Report and the Statement of Accounts;g

(£ To mate arragement for efficient supervision of
borrowing socireties;

(3} To supervise and exemine the wort of the Execu-
tive Committee and other commitiees;

(hy To purchase or acquire buildings or lands for the
purpose of construchting officies or any other purposes +or Lbthe
business of the Banl.

(1) To undertale recoveries from the affilisted
sorieties.

(37 To hesar all romplaints against the decision of
the Executive Committee and other Committees and to hear ap-
peals.

(k3 To summon meeting of the General Assembly.

(1) To open branches where necessary within the area
of 1ts operations.

(m) To frame subsidiary regulations 4or the condoct
of business.

(n) To delegate all or any of i1ts powers and duties
tn the Erecutaive Commities or kthe Chairman or the Mansgaing

Drrector or to any employee of the BRant.



6.9.1. Limitations :

Subsidiary rules and regulations framed by the Board of
Director need the approval ot the Registrar.co-operative socie-
ties,Bovernment of MiZoram. Again the approval of the same 1s
needed for the period of loan repayment of which exceed +ive

YEGAI S

6.6. Role of Government in the Functioning of the Board of

Directors :

The Board of Directors occupies an intermediate
position i1n a Fublic Enterprise bierarchy with the Minister above
1t and the Managing Director below 1t.

The relationship between Government and Fublic Enter—
prise constitutes a sublect of intense debate, coétrmversy.
contension and dispute. The sole reasop behind the setting up of
avtonomous undertal ings 1s the belief that the tind of activaities
they manage need to be conducted in accordance with strict crite-
L&y flesibirlaity of operatiron.guact decision mating.initiataive

and enterprise which caused success 1n industrial and  business

venturea.,

The +twin requirements of avtonomy and control are
sought to be belanced by means of an arragement under which
certain functions vis—a—-vis the Fublic Enterprises are entrusted
to the government and others to the Board of Directors. The

general principle adopted 1s to reserve such powers to the gov-



ernment as are required by them to determine questions of
Folicy.see that progremme of Fublic Enterprises conform to  the
plan and ensure that the enterprise 1s being run  on commercilal
lines or in accordance with government directivessand., sugjiect to
this.invest the mansgement to Board of the Enterprise with the
the powers necessary to carry on the day-to-day administration or
business and commercial principle, and more generally.with the
powers necessary to achieve the prescriaibe objectaives and oblaigs-—

tions.

The Administrative Reform Commission suggests a
general principle to demarcate between policy matters and day-to-
day administrative matters."One way of deciding whether a matter
ralates to day-to-day administration i1s to prescribe a . set ot
obiectives and obligations 4or the enterprises and then to  treat
any act as not being one of day-to-day sdministration 2f 1t 1s
darectly affects the fulfulment of those objectaives and obliga-
ti1ons. In the same way.,all matters eucept those which have a
bearing on any established policy of government.either in rela-—
tion to that undertabing or the Fublic Sector as a whole.should

ordinarily be trested as matters of day-to-day administrations.

b.6.1. Government or ministerial control :

Control 1s an active function.a purposeful and posi-
tive activity .. It means directing.restraining.stimualating a
person or an organisation to a certain action or end. A Fublac

Enterpraise 1s normally set up by a ministry. By vartue thereof,



1t 15 under the control of that ministry or minister.

An analysis of the relevant statutes creating Fublic
Corporation. the Articles of Associration of government company
and Bye—law of the co-operative society reveals that the powers
have been reserved to the government in the following matters and
the minister exercises control over Fublic Sector Enterprises
under study an the following wevs:

ta) The government being the sole share-holder of the
enterprises,the appointment and removal ot members ot Hoards of
Directors are in the hands of the minltstry. Change of ministry
has resulted a1rn change of the members of the Board. Even in
normal  tame,appointment and removal of members of the Boards of
Director i1s the discretionary power of the ministry. This sort of
appointment  and  removal of members of Fublic Enterprises 1s
wiltnessed i1n the case of Miooram Enterprises.

(b} According approval 1s one way of control over the
Board of Dairectors. The approval 1s needed to male rules and
regulations for the enterprises.to male appointment of 1ts em~-
ployees the pay of with eiceed a certain amount of money.

() Issuing directives in conformity with the policy
already laid down by the government.

(d) Callaing +for information.reports and returns of

the enterprises.
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CHAPTER 7

CONCLUSIONS.

Scope of Study :

7.1. Fhe study analysed the Organisations, Administration

and Managerial dimensions of Fublic Sector Enterprises in Mico-
ram.For an andepth study, four Fublic Sector Enterprises are
selected., these are — Mizoram State Transport Department,(MS5T),
ZoramIndustrial Development Corporation Laimited (ZIDCO)Y), Mizoram
Fhadiand Village Industries Board (MRVIB)., and Mizoram Co-opera-
tive Apex Banl Ltd. (AFEX BANI ). MBT Department i1s a departmental
undertal 1ng engaged in the operation of passenger bus services 1n
Mizoram whale ZIDCO Litd. 1s a government Company and the only
industrial  fainancial institutbtion i1n the State. Again, Mizoram
Fhadyr and Vallage Industries Board 15 the only statutory corpora-
tion 1n Mizoram engadged in the financing of Phadi and Village
Industraies and other small scale ndoestrial enterprisess;
lastly,the Mizoram Co~operative Apen Banml 15 a co~-operative
society engaged in the financing of the activities of co-opera-
tive societies in Micoram. The mein findings of the study with
regard to pattern of organisation, administration.managerial
dimension, personal policy and other related issues are summa-—
riased in this chapter. The policy wmplementation of the study are

also discussed here.
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(11) Disainvestment of shares i1n Fublic Sector Enterprises

(111) Reference of sict units of Boerd for Industrial and

Financial Reconstruction (BIFR)

{(1v) Improving performance through the pertormance of con-

tract or Memorundum of Understanding (MOW).

So fer, the main focus of the reform of FSEs in  India
has been exclusively confined Lo non—-department and non-financaial
enterprises which are under the ownership of the central govern-

ment.

7.3.1. Patterns of Organisation and Administration of Public

Sector Enterprises in Mizoram :

in Micoram, there are usually four types of Fublaic
Sector Enterprises —(1) Departmental Undertal ings (11) Government
Compoanties (111) Statutory Corporation and (1v)Y Co-operative
Societies. Departmental Undertal 1ngs are the most common form of
organisation of FSEs 1n Mizoram. Extra-departmental .undertalings

are of recent origain in the state.

7.3.2. The main functions of MST Department 1s the operation
ot passenger bus services 1n various parts of the state. The
department has a sound administrative structure both at the
Secretariat and Directorate and Distraict level. The over all

administration of the department is under the supervision of a



minister who 1s assisted by a Secretary who heads the Transport
Secretariat and a Director who heads the directorate administra-—
ticn with supporting staff including three Joint Directors, three
Deputy Directors and other Techmical end Ministeraal Staff.
Fersonal policaies and management under the department i1s entirely
in the hand of the state government. The employees of the depart-—
ment are recrulted and appointed in accordance with the rules and
regulations of the state government. Pay scale and promotion
policies uwnder the department are also given in the recruirtment
rules of the employees. The welfare schemes o+ the emplovees
included medical reimbursement, house rent allowances, housoe
building advance and leave travel concession. The performance of

the staff 1s assesed by means of Annual Confidential Report .

7.3.3. Zoram Industrial Development Corporation Ltd. 1s the
only aindustrial fipancial institution in the state. The bighest
policy malting body of the corporation vests with the FBosard of
Directors who are appointed by the state government for a term of
three vears. It 15 a policy board and 1t does not i1nterfere 1in
the day—~to—day administration of the corporation. The Managing
Director 1s responsible for the administration., supervision and
co-grdination of the activities of the corporation and he 1s
assisted by Managers.Deputy Managers ., fAssistant Managers and
other supporting staff including Staff Officer, Accountant and

other ministerial tatff.

]

The Board of Directors laid down terms and condations



+or  recruitment and appointment of i1ts employees. Halary struc—
ture, promotion policy, facilites and other benesfits enjoyed by

\

1ts employees are formulated by the Board of Directors.

7.3.4 Mizoram t hadr and Village Industries Board is the only
statutory corporation i1n  the state and 1ts main function 1s
provision of financral assistence to the co-operative societies
and andividual intrepreneurs who are engaged in | hadi and Village
Industries. The Board of Directors. appointed by the state
government have the highest policy maling powers on the over all
functioning ot the corporation. The Chief Executive (Officer 1s
responsible for the supervision and co-ordination of the var:ious
activities of the Board. He 1s assisted by the Joint Chief Execu-
tive Officer, Deputy Chaief Euxecutive Officers, Executive Officers
and other supporting staff including Development Officers., Ac—
count Officers etc. personal policies and management relating to
the recrultment of staff and appointment procedure, pay scales,
promotion  policy, welfare schemes, and performance appraisal

methods etc. are all determined by the Board of Directors.

7.3.9. The management of the Micoram Co-operative Apex  RBRand
Ltd. 1s vested in the Board of Directors. Six members of the
Board of Dirsctors are representataives from ditferent affiliated
co~aperative sociegties and these six representatives are elected
by the General Assembly at the annual meeting by & simple majori-

ty of votes. The Managing Director i1s responsible for the admin—



istration.supervision and co-ordination of the activaities of  Lhe
Bant and he i1s assisted by Managers, Assaistant Managers and other
supporting statf of the Banl. The personal policies and the
management of the Bant 's employees are vested with the Board of

Directors.

7.3.6. The Board of Directors are appointed by the Government

scept  1n the case of Mizoram Co-operative Apey Banl LLtd. Where
s1ix members of the Board of Directors are elected by the affili-
ated co-opreative socisties i1n the Beneral Assembly. In Apex
Ban}t . the BHoard of Directors elect i1ts Chairman and other office
bearers who formed the Executive Committee of the Board of Direc-
tors. The Chairmen of the two corporations 1.e.,ZIDCO Ltd. and

MtVIE are presently ruling MLAs.

The three corporations under study have deputation-
ists as Managing Directors. These Managing Directors are general-—
ly drawn from the All India Services and Mizoram Civil Services.
The Managing Directors of these organisations are appointed by

the State Government.

FPrice and Profit Policy of PSEs in Mizoram :

7.4.1. Fricang and profit policy of the FSEs in Mizoram are
governed mainly by consideration of social services or social
obligations rather than maximisation of profit. Hence, they

follow an administered pricing and profit policy.



Role of PSEs in the Economic Development o+f the

State :

7.5.1. State enterprises provide majority of organised em—
ployment opportunities ain the state. During 1975-%94, 87.3%4 of the
total worlers employved in the organised sector belong to state
government while the share ot other sectors are : Central Goven-
ment (7.90%), Semi-Government (1.1%), Dastract Councal (2.5%),
and BRBanlting & lnsurance (1.0%).,as on January 1988, out of the
28.7 thousand persons employed 1n the organised sector, the share
of pwublic sector 1s 27.1 thousand persons while the share ot

~

private sector 1s 1.2 thousand persons.

7.5.2 The State Govermnment announced 1ts first ever Indus-
trial policy resolutions in 1289 and this policy has given prior-—
1ty to the development ot Food and Allied Industries., Handloom
and Handicrafts and Electronics. Following the industrial policy,
the state government tool steps in establaishing industrial uwunats
within the domein of State Level Fublic Enterprises (SLFEs).
Mizoram Food and Allied Industries Corporation Ltd. (MIFCO) was
established in 1990-%1 and Zoram Electronics Industraies Corpora-

tion Litd. (ZENICS) was again established in 1921.

7.9.3. The performance of Micoram P hadr and Vaillage Indus-—
tries Board i1ndicated that the number of beneficliaries under

different schemes of assistance had increased from 245 persons in



1986-87 to 546 persons 1992-97 while the production valus was
increased from Rs.45.95 lalhs an 198687 to Rs.674.870 lakhs  an
1992~27 1.e..,248 percent 1ncreased during the period.But bhe
recovery rate of loan which was S57.3.9 percent 1in  1986-87 had

fallen to 24.72 percent 199@-91.

7.59.4. Fhe worlaing ot Micoram State Transport Department
revealed that the share of the department was 180.68 percent of
the total bus population of Mizoram in 19927. The overall Ffinan-—
ciral performance during the period from 1985-86 to 19975-94 showed
that the net losses of the department which were Rs.78 lalhs 1in
198586 had incresed to Rs.4.04 crores duraing 1992-94. The total
expenditure of the department rose from Rs. 1.84 crores in 1985~
846 to Rs.é6.41 crores an 1997294, In 1992-924, total operating cost
/
constituted 8.7 percent of the total eupenditure while non-
operating costs accounted for 19.7 percent of the total enpendi-
ture. Froductivity indicators as retlected in fleet
utilisatiron,vehicle productivity, staft productaivity and fuel

efticiency under the department had shown declining trend encept

in fuel efficiency during 1985-84 to 1997294,

It had been observed that fleet ntilisation fall from
45 percent in 1985-86 to 47 percent in 19972-94. Vehicle produc-—

-

tivity during the same period decreased by 17 percent from 57 lms
per bus/day to 44 kms. Similarly.staff productivity had shown "a
downward trend by 40.6 percent from 0.1 tms to &.0 |Ims per

worler/sday during the period from 19853-86 to 1997-924. However.,it




1s noticed that fuel efficiency amproved by 6.7 percent +rom Z.00

bms per litre in 1989-90 to .20 tms per litre in 1992-94.

7.5.5. The performance of Micoram Co-—-operative Apexx  Banb
Ltd. indicated that the loans and advances nof the Bant are mainly
concentrated on 1ndividuals whereas the bant 15 supposed to
finance co-operative socleties for agricultural and allied agri-
culturel actaivaities. As on Zlst March 1993, nearly 80 percent of
the loans and advances are given to individuals. The bant sutffers
from high level of overdues. There were 1691 number of overdues
account holders with accumulatbted overdue to Rs.1875.29 latkhs.
Overdue may be attraibuted to lact of proper scrutainy of loan
applicatiaons, nsuf ficient follow-up action on wbilisation of

loans and Joan recovery drive on the parts of the authoraity.

7.9.6. The worting of ZIDCO Lid. revealed that the corpora-
tion  had financed 18835 industrial units since 1980-81 till the
end of 1995-96. The number of units that had made full liguada—
tion of the 1s 794 units. The total amount of loan disbursed
increased from Rs.51 thousand in 19880-81 to Rs.124.67 lalths
duraing 1993-96 1.8.,100 percent increase in the amount disbursed

during this period.



Fowers and Functions of Board of Directors :

7.6.1. The powers and functions ot the Board of Directors
are clearly specified in the Memorundum and Articles of Assoclia-
tion an the cese of ZIDCD Ltd. while the powers and functions o+
the Board of Directors of the MIVIR and Micoram Co-opsrative Aped
Banl are found in the MIVIEB fcts and the HBye laws of the bant
regspectively. The Board of Directaors are policy mal ing board and
they do not interfere which the day-to-day administration of the
concerned organisations.However, 1t 1s observed that Board of
D%rectors have only sub-policy and strategy roles. main policies

are made by the government and i1ssued as direchtives to the enter-—

pPrises.



Policy Suggestions @

7.7.1. 1t 15 observed that departmental undertal angs are the
most common form of organising public sector enterprises in  the
state. fhis 15 due to the fact that the state 1s sti1ll an under
developed region with a low infrastructural base. Under this
si1tuation, the state government has to assume major roles in  the
social economic development of the state. For instance, power and
electricity in which the commerciral and industrial advancement ot
the state depends 15 far less adequate than our
reguirementisamilarly road and other means of transports are also
grossly ainadeguate 1n the state. We are suggesting more govern-—
ment i1nterventions in the field of economy especially in agraicul-
ture and industrial development of the state. Forest based indus-—
trial wnats under state enterprise may be suggssted. However, we
teesl th;t departmental undertabings should be discouraged as
personal initiatives.enterprising spirit andg flenaibility can not

be 1nserted 1nto their management.

7.7.2. Fublic enterprises should be economically viable units
and all out effort should be made to increase their efficiency
and they must be oble to generate 2dequate profits and internal
resources.In order to realise this objective. the Fublic Sector
Enterprise should try to formulate rational pricing policy for
the goods and services 1t produced. It 1s the duty of the state
government of Mizoram to develop the pricing policy of the state
enterprises. The price policy in public enterprises should tale

into account the following +actors @



(a) The price fiyed by a public enterprise must to be

able to generate adequate resources +for re—~investment,

{b) The price policy of a public enterprise should be
such as to enable 1t to operate at the lowest cost possible and

mayimum effrciency;

(c.y The price policy should be such as to enable
consumers at all levels to buy and male use of the lgoods and

services produced by the public enterprises.

7.7.3. Manageriael etfectiveness and efficiency are crucial
factors ain  improving the overall performance of public enter-
prises.FSEs 1n the stete do not have professional men 1in  their
management system. The successful operation of public enterprisc
15 dependent upon the availability of experienced and profession-—
al persons to f11l up the top positions. An unfortunate practice
has been the use of professional politicians and bureaucrats as
Chairmen and Managing Directors to managed public enterprises 1in
the state. Many of them are not really qualified to run industri-—
al enterprises. The state government should progressively try to

cultivate professional management in these enterprises.

7.7.4. With respect to the performance of Mizoram State
Transport Department, the follow1ng\areas deserve special atten-

tion from the decision malers -

(a) Adoption of an economic fare policy that neutra-

lises, on a continuing basis. such 1ncrease 1n input costs aris-—



ing  from intlation, which cannot be bridged through increase in
productivity. There 15 need to have a mechanism for automatic
increase  1n passenger fare lainlted with increase i1n  input costs

particularlly staff, fuel/diesel, tyres and tubes.

(b)) The wortaing of passenger bus services should be
closely monaitored to further improve their financial and physical

pertormance .

() Since staff cost 1s tending to increase out of
proportion with other costs, greater emphasis be laid on leeping

the staff strength of the department at the bare minimum.

() The scope of private sector perticipation 1o
passenger transport should be encouraged. The aincremental demand
for passenger transport can well be met by the private
sector.Therefore, there i1s no need {for the department to add to
their fleet of buses. However, enceptions, i1n specific difficult
arsas where private sector may not be willing to operate, can be

made.

(e) The Frivate Sector would need to be properly
requested to ensure safe.eftficirent.regular and punctual transport
serivees.Also  the environmental safegusrds would need to  be

enforced to reduce production level in the country.

7.7.5. The finmnancial institution under study such as ZIDCO
Ltd. ,Aper Bant Ltd..and M VIEB have experience a good amount of

overdues which adversely affect the efficiency of these 1nstitu-



tions. Yhe recovery rate of loans disbursed to difierent beneti-
craries are extremely dissatisfactory.In these state level finan-
c1al institutions,.the lint with the state government should be
broten or minimised and these instituvitions should be helped to
wort with amproved etticiency. tate up only that number of
projects which they can efficaiently follow up and recover their

dues.

7.7.6. Board of Directors are dominated by government offi-
cers and public figures especilally professional politicrans who
have very little commercial orientation or technical expertised.
They 1mplant government culture in these organisations. All  part
time directors. with the exception of one or two handpicled
experts are dominated by government officials and public figures.
The state government should mete sffort in appointing technical

or professiconal people to the member of Board of Directors.
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APPENDIX I

Pay Scales of Staff of Mizoram State Transport Department, Direc-

torate, as on May 1996.

S51.No. Categories of Fost

Pay Scale (Rs.per month)

1. Director

2. Joint Director

3. Deputy Director

4, Assistant Director

S. Work Manager

6. Assistant Engineer

7. Station Superintendent
8. Assistant Work Manager
?. Store Officer

10. Transport Officer

11. Assistant Station Superintendent
12. Assistant Research Officer
13. District Transport Officer (Non-Cadre)
14. Assistant Commissioner
15. Motor Vehicle Inspector
16. Assistant

17. Upper Divisional Clerk
i8. Line Inspector

19. Supervisor

20. Lower Divisional Clerk
21. Booking Clerk

22. Line Checker

23. Head Mechanic

24, Mechanic I/Electrician I
23. Electrician II

26. Mechanic I1I

27 . Electrician I11

28. Conductor 1

29. Conductor 11

36. Conductor IIIX

31. Driver 1

32. Driver 1II

33. Driver 111

34. Handyman

35. Fitter

Transport Officer’'s post is abolished now.

Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.
Rs.

450B-5700
37005000
3000-4500
2200-4000
22004000
22004000
20003500
20003500
2000-3500
2000-3500
16402704
2000-3500
2000-3500
2000-3500
1640-2900
1640-2900
14002600
1400-2600
1400-2600
1200-2040
1200-2040
1200-2040
14002600
14002300
13502300
12002040
12002040
1400~-2600
1200-2040

F50-1400
1400-2600
1260-2040

950-1500

800-1150

800-1150



APPENDIX II

Pay Scales af Employees under Zoram Industrial Development Corpo—

ration Ltd.,as on May 19964.

Sl.No. Categories of Paost Pay Scale (Rs.P.M)
1. Managing Director Rs. 4508-57@0
2. Manager Rs. 3700-5000
3. Deputy Manager Rs. 3900-4500
4. Assistant Manager Rs. 2200-40120
5. Staff Officer Rs. 20803200
b. Assistant Staff Officer Rs. 1646-2700
7. Accountant Rs. 1640-2900
8. Staff Assistant Rs. 16402900
?. Junior Accountant Rs. 1400-2600
18. Upper Divisional Assistant Rs. 14G0-2600
11. Lower Divisional Assistant Rs. 1300-2350



APPENDIX III

Pay Scales of Employees under Mizoram Khadi and Village Indus—

tries Bpard, as on May 1996.

S1.No. Categories of Posts Pay Scale (Rs.P.M)
1. Chief Executive Officer Rs. 4500-5700
2. Joint Chief Exeucitve Officer Rs. 3700-S000
3. " Deputy Chief Executive Officer Rs. 3000-4500
4. Executive Officer Rs. Z2200-4000
9. Account Officer Rs. 22080-4000
&. Development Officer Rs. 2000-3500
7. Auditor Rs. 2000-3500
8. Assistant Development O+fficer Rs. 1640-2900
9. Accountant Rs. 1640-2700
10. Statistical Assistant Rs. 1640-2900
11. Marketing Assistant Rs. 1400-2300
12. Account Assistant Rs. 14002300
13. Upper Divisional Assistant Rs. 1400-2300
14. Lower Divisional Assistant Rs. 1200-2049

Technical Staf+f :

15. Project Manager Rs. 2200-4000
16. Chemist Rs. 2000-3500
17. Supervisor ' Rs. 1640-2890
18. Junior Supervisor Rs. 1400-2300
19. Instructor Rs. 1400-2380
20. Junior Instructor Rs. 1200—-204Q

21. Demonstrator Rs. 1200-2040



APPENDIX IV

Pay Scale of Employees under Mizoram Co-operative Apex Bank, as

on May 1996.

S1.No. Categories of Post Pay Scales(Rs.P.M)
1. Manaqing Director Rs. 5000-7710
2. Manager Rs. 37004808
3. Assistant Manager Rs. 3000-5580
4. Accountant Rs. 190B-3550
S. Senior Clerk Rs. 1400-2650
b. Supervisar Rs. 1480-2650
7. Clerk—Cum—Cashier Rs. 1300-2350
8. Junior Supervisor Rs. 1300-2350
9. Driver Rs. 110@0-195Q
108. Attender Rs. 1100-1950
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