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CHAPTER — 1
INTRODUCT ION

1.1 Nature and Scope:

This research study aims to analyse the organisation-—
al,ad&ini%trative and managerial dimension of Fublic 8ectmwb
Enterprises in Mizmram, There is practically rno written documents
nor systematic study on the working of Fublic Sector Enterprisssg
in  Mizoram. This issue has not yet attracted the attention of
scholars.  This is because of the fact that Public Sector  Enter-
prises,both  departmental and extra-departmental have come up  in
Mizoram only in recent years. It is in this context  that thes
present study of Publiﬁ Sector Enterprises in Mizoram are taken
up and  this study represents a first step in the direction of

further researches on Fublic Enterprises in the state of Mizoram.

1.2 Geo-Folitical Profile of Mizoram:

Mizoram is one of the seven states in the North
Eastern Region of India. Earlier Mizoram was  known as  Lushai
Hills District and it was one of the Districts of Assam state
till it became a Union Territory in 1972. Mizoram attaihedi full
lfledged statehood on 20th Feburary 1986. It is a small hilly area
lying approvimately betwsen 2145@” to 24,55 North Latitude and
§2.15% to 93.29° East Longitude. The total area of the state io

21,087 sg.km 1 constituting about @.64 percent of the total



geographical  area of India. [t has a strategic 1ocatimn having
International boundary with Myanmar in the Fast and Neor-ti, and
Bangladesh and the Indian state of Tripura in the Weat . fAogain,it
is bounded by Cachar District of Assam and Mardpur in the North-
arn side. Mizoram is divided into  three CDistricts,.namely AL~
zawl, Lunglei and Chhimtuipui with their respective  headoguaters

heine at Alzawl,lunglei and Saiha. Fach district is under  the
3 . ]

charge of a Deputy Commissioner. Chhimtuwipuil District has three

avtonomous  district councils o~ (1) Mara Autonomous District
Council (2) Lai dutonomous District Council.and (2) Chakma Auton-—

omows  District Council with District Council Headoguarters at

Saiha,lawngtlai and Chawngte respechtively.

There are 20 Development Blocks , each under a Block
Deyelmpment ODfticer. According to the 1991 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 yeaarsg. In 1994, there  wers

681 villages in Mizoram having Village Councils.

1.3 Demographic Charateristics of Mizoram:

The population of Mizoram,according to 1991 cennsus

stood  at 689,756 consisting of SR,V maless  and BEQ, T
o ey e .

temales. ™ A growth rate of 38.98 percent has  been registered

during the decade 1981 to 1991. The decennial growth rate regis-

tered during 1971 to 1981 was 48.55% percent. This shows that



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

populatuion in Mizoram.

The literacy rate of Mizoram is 81.27% percent.Male
literacy and female literacy rates being 84.06 percent and 78.0%
percent respectively. Density of population in Mizoram is 33 per

80.km. against 247 per sg.km. in India. The sex ratio in  Mizoram

is P24 females per 1000 males.

O0F the &89,.754 persons in Mizoram,269,177 live in the

Fural areas and 217,040 in urban areas. This indicates that » 52
percent  of the population live in rural and fhe rest 46 .70 e -
ceent in  urban  areas. While the populates in e urbhan
areas, durung the decade 1981 to 1991 has registered a phenomeanal

growth rate of 160.327 percent,the decadal growth rate in respect

of rural had fallen by @.74 percent.

1.4 Socio — Economic Feature of the State:

ﬁgricultuf& is  the backbone of the state economy.
According to 1991 census ~ 61.73% percent of the working population
of Mizoram are cultivators. Shifting cultivation is the major
agricul tural system except in some valley plains where permanesnt
welt rice cultivation are practised. Recently,the state government
introduced  New Lamd Use Policy‘(NLUP) irn order to control and
replace  shifting cultivation by providing the rural popalation

with alternative income generating activities. This policy is



apected  to bring about progressive reduction  of arsas 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 sconomy in term  of output
and employment generation is very 1ow compared to other Indian
states.The principal characteristics of Small Scale Industri-

al (881) Unit in Mizoram as on March 1988 are summarised in Table
{0

Table 1.1 Principal charecteristics of 85I Units in Mizoram
(March 1788)

S1.No. Particulars Units Total
i Units registered Ny v Q@17
2 Employment Fersons
R Fived. investment Fupess in 1586
lakh
4., Investment in plant Rupses in 4732
and machinerny lakh
Sie Working capital Rupess in 457
lakh
b Froduction Rupeess in 147@
lalkh
a - Capacity utilisation percentags 71
Source : Basic Statistics 1992 ,North Eastern Council,Shillong.

The state has low infrastructural base Gome of the

important indicators of infrastructural development of the state
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Table 1.2 Indicators of Infrastructural Development of M

S1.No. Particrulars
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Source : 1.Has Statistics of Morth East Region 1987 ,1982 . North
Eas o i i1}

I;Bhillong.

Z.Centre for Monitoring Indian Economy,.Basic Statistics
Yolume Z.5eptsmber 19




great  importance to kinship.social relations  and co-existence.
There is no discrimination on grounds of social staltus. Thowgh
the patriachal system is practised,womsn enjoy  a position of

honour and fresdom in society.

1S Meaning and Nature of Public Sector Enterprises:

More than a century ago the liberal school of paliti-
cal philosophy was under the influence of the doctrine of ’Laiﬁém
ser  Faire’ . Under this doctrine the gmv&ﬁnm@nt was  edpected bo
leave business alone and confine its activities to the maintain-
ance  of law and order. This,it was believed would lead Lo hhe

greatest happiness of the greatest numbers.

Thes sponent of the sconomic freedom did not  visua-—
lise the evils of factory systhem u%heraq in by  the industrial
revolution: the effectg of huge enterprises of great  industrial
combinations,upon public welfare. This shook the publ i faithv in
the doctrine of ‘Laisser ~ Faire’' for it tended +to  lead the
greatest good of a small number of peopls who owned or controlled
vast business empires.The public opinion changed and éxp@cted the
government to give up hands-off policy and take measures which
would  lead to more equitable distribution of weaalth, Sihca e
greatest happiness of the greatest number failed to material ised
under free enterprise’ the state was obliged to step in  as an

enterprenusr. the recent years have been particularly marlked by

an increasing intervention by state in the sconomic tield.



Fhe 19th  century comcept that the interesst of the
society is  best served by the state interfering  as  little as
possible with the life of the people  has  lost its  meaning
and,with it,has lost support. 5The—:' important factor leading to an

“pansion  of state intervention in economic atfairs was the

social  evils which accompanied the industrial revolution: the

inhumanity of man to man,the emergence of private capitalism

which damaged man,his security, his weltare, etc.The first  world

war necessiated a further increase in state intervention. For

mobilising maximum resources for the war, it was sssential for the
. ¢ -

state  to control and requlate the apparatus of production,® The

Great Depression of the thirties showed the need for greatear

intervention by state in economic affairs with a view to  conbrol

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

take participation in economic matters.

Btate Enterprise has become a world wide phanomenon
in  the Ewth'century. Btate Enterprises have come into existence
in all countries;whether capitalistic or socialisticidevelopad or
underdeveloped. Im  the words of Hanson,"Whatever the wltimate
perspective may be,the country andious to develop economically
has no alternative but to use public enterprise on a considerable

scale,at the very legast in order to get things going.”

The Fublic Enterprise is an obiect of stucdy  of di-
verse sciences,such as Folitical Economy and its speclitic econom-

ic disciplinesythe science of planming, industry et in Jurispru-



dence.the publis enterprise is treated not only as  an  sconomic

but a legal category as wall,’

The term "Fublic Enterprise’ may refer to all IOV E -
mental activities. Since each and every activity of a government
has some direct or remote hearing on development, it isg Justified

and  edamine and analyse government activities under the caption

"public enterprise’ .

Again Fublic  enterprise’ can be defined as  an
activity of the government, (Central or State ofF Localldinvolving
manutac turing mr’ hroductimn of  goodsyincluding agricultura,mr
making available a service elther directly,tnat is dapartmenfalw
lyyor through an auvtonomous body with the gmv&wnm&nt having a
majority ownershipsthat is more than 50 percent of egiuty. It
denotes an organisation operating (or supposed to be operating)
on commercial principles,wholly or partly owned and etfectively

controlled by a public avthority. &

In a Fublic Enterprise,the price charged  for goods
and services is expected to cover the cost.In some cases, the
price charged may not cover +he cost,but the aim is that in the
long  run  the enterprise as a whole would alteast break sven.
Bocial services and the administrative apparatus of the govern-

ment are not covered by the term "Fublic Enterprise,



Again, Fublic Undertaking” is otten.strickly spsaklng . any
activity of the government,business or otherwise is ites undertak-
ing,but the term,perhaps has a limited use for gronomic and
commercial activities. As sUuCchya more >CDmDFQh@ﬂ$iVE definition
has been given by S$.S.Khera:s "By a state undertakings is  meant
the industrial,commercial and BEONOMLC activity carried on by the
central government and a state government,and in sach case amlély
or in association with private enterprise so long as @t is  mar -
aged by a sel f-contained-managemsnt’ . Thus  FPublic FEnterprise
implies the ownership  and management of  industries o b e
public  enterprise by the government or obther public bodies such
as  statutory corporations,government companies,.municipal boards
eto. The activities so undertalken by the state in  the @cmmmm%m
field are commonly termed as " State Undertakings’ or Fublic

Enterprise’ or ‘'Fublic Corporations’ .

Broadly,the following criteria may be used for labsl-—
ling governmental activities as public enterprises:

(a) Activities which @entail manufacturing, buying and
selling and provision of commercial sErvices.,

(b} Activities which are financed not from taxation,

but  from  individual paymants.on which alone their use can be
made . This excluded initial invesment by government as well as
governmental ogrants  for meeting  public undertakings’ losses.,
Fublic Enterprises unlike traditonal activitiss of government ares

revenue generating and self-financing.

(z)  Goods and services in providing which governmsni



aims to cover cost of production.

Some  non-economic activities like universitiss  and
hospitals sometime charge a fee for their service,but as it does
not Cover the cost, such activities are ot public
enterprise, though they are owned and managed by the state. Public
utilities like railway,post arel telegraph are pubiic
enterprises;though  managed departmentally,if the objiective is  to

break-even over a period of time.

SAn dts simplest  sense a public sector or a public
enterprise may be  thought of as a business organisalion

54

owned by government.

)

Fublic Enterprise performes functions akin to  those
of the private enterprise with their ownership control vested in
government. As enterprises they are engaged in the production of

goods and services,and thisr marketing,in much the same way in

9
which the private business organisation do. ALt the EAME
time,however,as public organisations, they are owned and con-

trolled by the government and, therefore,remain exposed, like the
. .
government departments themselves,to direct and  indirect preg-—

sures from politicians,civil servants and public at large.

What does public enterprise impliy conceptually 7 The
Approach we may apply in outlining the concept is to consider the
meaning  and significants of the two terms Fublic’ ard TEn e

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



Fublic Dimension:

V.V.Ramandhan suggests three constituents of

public concept: (a) Non-Frivate accretion of net benedits

Fublic decision making and (c)  Social accountabllity,whe

Yair Aharoni emphasises (i) public DWHEF%hip and (1i) the con
of internal decision making process by public bodies as the

criteria  for judging the publicness of an enterprise.  Thuos

the
(b
FrEv s
trol
twe

the

core  of the public dimension would seem to lie in the following

elements:
(a) Fublic ownership

(h) Fublic o

hi

cision—making
() Distinctive objectives
() Fublic accountability

() FPublic control, and

CF) Fublic managemsnt,

Enterprise Dimension:

In considering the esnterprise dimension we

Once

again, face the definitional problem of what constitotes entey -

qmeaniﬁg of enterprise is simply any

prise. The Dictionary
jected  task or work. Strickly speaking, any activity of
governmant , business or otherwise, is its undertaking or
enterprise. We proposeto follow the under mentioned criteria
judging i+ an undertaking is an enterprise or non-enterpriss.

(a) Whether the activity it is engaged in is  or

not of a business nature 7

-

e

its

foyre

14



(b)) Whether the undertaking is financed by government

taxation or individual payments made by the users of its

L |

and services
(e) I the undertaking is supposed to be financially
viable 7
() How does the undertakinq achieve viability 7 The
suggestion is that viability must be achieved through a priceM

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 dﬁfiﬁ;
ing characteristic or not. It is d@;irabl@ if a corporate statug
is  conferred on public enterprises to fres them from the Figia
rules and r@gulatimhﬁ which typically characterise the public

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

corporate status on public enterprisss, to achisve a broad SBEDAL A
tion be tween the government’' s role as & soverelign and ikts  busi-

ness  role. When accorded a legal status a public enterprise  ig

more easily distinguishable from regular government agencies.

/

'

Howevwer, it incorporation  is  used as a defining

characteristic,it would result in +the exclusion of departmental

.
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lead to sound and efficient manaqemant,beﬁt@r service and highesy
production. On the other hand a wrong choice could hinder oo
administration. W.A.Robson  said that there are seven forms  of
public enterprises,.namaly:Departmental Managemsnt, the L.ocal

Authority,the Hegulatory Commission,the Mixed Enterprisss, hhe

Representative Trust,the Joint Stock Company and  the public

corporation. However,5.8.Khera has divided public Sniterprises on

the basis of ownership and found four forms, such as,Fublic Enter-
prises  owned by the central government,State Government Enter-—

prises,Enterprises under joint ownership of the central and stabe

governments,and  the joint enterprises of the government ancd  the

private entreprenuers. 1t may be that there can be several point

of  views on which public undertakings can be categorised.  For
instance,ws may categorised them as financial enterprises,devel -
opmental  enterprises,industrial enterprises.,comnercial enter-

prises and so on.In our study,we have identified four types of

Fublic  Sector Enterprises,namesly Departmental Undertakings,Gov-

ernment Company,Statutory Corporation and LCo-operative Societies,

1.7 Method of Creation:

A departmental undertaking may bs formed in two Wave
Eirﬁt, an exclusive department for the purpose may be created and
charged with the responsibility of managing the undertaking. The
Fower and Electricity Department, Tourism Department and the
£ 65

Mizoram State Transport Department are examples  from Mizoram.

Second, the undertaking may be entrusted to a department  within



the department. The department manages it along with  its  obther
activities. For example,lrrigation project is managed by  Depart-

ment of Agriculture in Mizoram.

Thus, the creation of the departmental undertaking  is

done through an Evecutive Order.

dho-operative  society may be created by & registra-
tion of every co-opsrative snciety as per co-operative societisa
Act, 1948, The said legislation governed the registration,working

and management of co-operative organisation.

The Indian companies Act of 19%4 has to  be evioked

while creating the Governemnt company type of organisation. Zoram

Industrial Development Corporation is an example of bhis type of

organisation in Mizoram.

The statutory corporation is constituted by a special
statutory law passed by the state legislature in  the case of
State Level Fublic Enterprises,the Parliament of India . in the
case of central Fublic Enterprises. The Mizoram Ehadi and Vil lage
Industries Board is an example of thi% type of  organisation in

Mizoram, ’

1.8. Coverage of the Research:

The present research aims te shudy  the different

torms of organisation of Fublic Enterprises in Miroram and  their



adminsitrative as well as managerial dimensions. In Mizoram a

large majority of the undertakings are departmental 1y mamnaged.

Very few of them have én i tra-departmental or auwbomomos MArac e

ment. There are four main forms of organising public enterprissin

Mizoram these are - Departmental form of organisation,Government

Lompany, Fublic Corporation and the Co-operative Societies  +form.

It is good indication that more and  more extra-departmental ly

managed  enterprises are coming up in Mizoram in recent YEAS .

Fresently, the following autonomously managed Fublic  Enterprises

are operating in Mizoram.

(a) Zoram Industrial Development Corporation Limited (ZIDCO)

(h) Mizoram Co-operative Apex Bank Limited.( AFEX RAaNE ).

(c) Mizoram State meémerative Marketing and Consumers Federation
ltdd. (MIZOFED) '

() Mizoram Ehadi and Village Industries Emafd (MEVIE)

(&) Mizoram Food and allied Industries Corporation Ltd.}MIFHU)

() Zoram Electronic Development Corporation Ltd. (ZENICS)

(g) Mizoram fpex Handloom and Hardicratt Co-operative Society
Ltde  (MAMCO)

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

(i) Mizoram Agricultural Marketing Corporation Limited. (MAMCO)

OFf  the above mentioned auvtonomously  managed enter-—

prises,the Mizoram Fhadi and Village Industei Board is the only

statutory corporation which is constituted by a special statutory

alom

law passed by the Mizoram Legislabive Assembly in 1982, The Zoram



Industrial Development Corporation, Mizoram Handloom and  Handi-
crats  Development Corporation and Mizoram Agricultore Marketing
Corporation are Government companies  dncorporated  under  the
companies Act  of 19%&. The r@maining enterprises namelys the
Mizoram Co-operative Apex Bank, ths Mizoram Handloom and  Handi-—
cratts Development Corporation,the Mizoram Apex  Handloom  and
Handicraft Co-operative Society and the Mizoram State Co-opera-

tive Marketing and Consumers’ Federation are registered enter-

prises under the Co-operative societies’ Act of 1948,

In Mizoram,it is observed that the key sectors of the
gronomy ,such as,generation and distribution of Electricity,Irri-
gatimn,Tmurism,8ericul£ur@,Harticu1tur@,Fmreﬁt etc.are continued
to  be departmentally managed. Regarding the activities of these
bodies, the gm?ernment doss not treat the citizens of the country
as a sovereign or ruler but as a businessman or an industrialist.
The relationship of the citizens and the guovernment in regard to
these activities,is more or less synonymous to a relationship of
buyers and sellers. Thess activities are revenus generating
activitiesr and not revenue consuming aativitie%,unlikﬁ the case
with public administration proper. These activities Al
again.self financing activitiessthey are suppose to generate
revenue.which shall be adequate to meet the costs involved,‘lt i
often  argued that the public sector is not mean toy make  profits
but to discharge crucial social responsibilitises. However,it is a
tact that in the absence of a specific criterion to measure the

degrese  of its success in that regard,such an approach has  often



served as an excused for dnsfficiency.

In deciding the coverags of ©the research in
question,and the undertakings which might be included within its
scope,we are governed by the above mentionsd criteria. The form
of organisation thrwﬁgh‘which arn urdertaking might be managed is
in no way the deciding criterion for eftecting & demarcation
between public enterprise and public administration dimensions of
the government,although it is true that most public undertakings

tend to have an extra-departmental form of organisation.

Dehartmental management of public enterprise is  best
suited in case of enterprises which are important from the point
of  view of secrecy and defence. Such enterprises are ordinarily
owned  and opesrated not with a view to sarn profits  but  for
achieving certain national goals and serving public enterest. For
an inqept anaiysiﬁ ot the organisation,administrative and mearaga-
rial aspects of Fublic Sector Enterprises in Mizoram, the present
work is confined to a %&w selected public undertakings of  the

state. Four Fublic Sector Eﬁﬁﬁrpriﬁﬁ?_ﬁfﬁ,5@1@@ﬁ?gmpr”wQQtQiEQQM

investigation and systematic study.namelys— o

(a) Zoram Industrial Development Corporation Ltd.
(b} Mizoram Fhadi and Village Industriss Board

() Mizoram Co-opesrative Apsx Bank

(c) Mizoram State Transport Department.

These public undertakings are selectsed  from (A BT



organisational point of view and they are representatives of  the
#isting organisation patterns in Mizoram. Thus , Zoram Industrial
Development Corporation (ZIDCO)  Ltd.ois a government company
registered under the Companies Act of 1956y Mizoram KEhadi  ancd
Village Industries Foard is a statutory corporation created by a
special  Act passed by the Mizoram Srtate lLegislative fAssembly g
Mizoram Co-operative Apex Bank is a co-opsrative soeiety régigw
tered under the Co-operative Sovcietiss Act and lastly,the Mizoram

State Transport is a departmental ly managesd undertaking.

1.9. Objectives of the research:

The present ressarch study has the tollowing objec—

(a) T investigahte anl .analyse T hes
organisational yadministrative and managerial dimensions of Fublic
Sector Enterprises in Mizoram.

(b)) To identify the problem faced by  Fublic Sector
Enterfrises in Mizoram.

() To study the profit and pricing policy of public
s2ctor enterprises of Mizoram and to ﬁrmve into the sffectiveness

of the control system.

(el To evaluate the role and pertormance of  Fublic

Sector Undertakings in the economic development of Mizoram.

() To analyse various factors which atfect the



dominance of departmentally managed state snterprises over other

system of organisation in Mizoram.

1.12. Methodology and Sources of data:

The methodology adopted for the study mainly consish
of collection of information and data from  the  four s ] e ted
public sector enterprises. Personal interview with key  officials
of the organisations were also made to have & teeper  understanc-
ing of the decision making process and the marnagemsant syshtem of

the coversd undertakings.

Basic data relating to organisation structure of  the
enterprises are collected from the selected Public Sector  Under-
takings anig other sOUrces of data including Auditors
Report,Annual  Report and other official records  both bl ished
anc  unpublished.The data so generated are aﬁalysei/with Himple

statistical tools such as peroentages,averages,and obther  simple

diagramatical representation.



