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Abstract -'
: " l'' ^' s -Elcventh Repon ofrhe Kcrch Admi[ist tivc

Public Servicc -Admlnlstratlve Kclorm \v

Reforms Committee -Approved -Orden issued' <)
,/'/

Dated' Thiruvanctr: trapLrl :rlll -) -J ' u-l

_l
PERSdNNEL AND ADMINISTMTIVE REFORMS (AR) DEPARTIV1EN.I

Read: - C.O.(MS) No ]1/ 97 lP &ARD dated 26-5-1997 .

(

w
t

ORDER

ln tlrc Govcmme4t Order read a$evq' lthc Kcrcla Administrrtiic R':lbrns

Committcc was constituted to rccomnrend mcasules to srlrplil! and strcamlinc tlrc

p.eseni syslen of admirrisiration in $e Stalc The Ccnmittcc hil|s sublriltcd ils ElcYcntir

Report on 'lnterface Belween Covemment and Public Sector UnlLs '

covemmcntbaveexan]incdthelcpoftinderailandarcPlcascdtoupplofclhc

rcconrncntlarionsconldinedintheclcvcntl]rcpo(oItl]cKci:rlaAdmitristrutilcllclonns

Comnittcc as'modilrcd bclow :;



The Crux ofGovemment Controi is achieving a
balance between the autonomy of rhc Staie_
owned enterprise and i$ accountabiiiry. This
calls for clear delineation of issues that ale ol-
concem to the Govemmcnt, In U.K the Mikado
Committee recommcndcd thc fbUoiinq
guiding principles for ministerial powers li
relations to public cntcrpriscs, which arq
relevant to the Indian context as well. They are:

* (i) Ministers should be concemed with
securing that the industries operate in the public
Intercst_

(ii) Ministers should scek to cnsure thc
efticicncy ol industrics by
exercising a brcad oversight of
them ; but should not becomc
ilvolved in managemcnt .

Acccptt:d. Stratcgic
dccisions u:iil bc rakcn b1
Co|cmntcnL and operalional
decisions rvill bc lcl'( to lhc
ntanagcnrcni atd ll.tc Bcurd
bf Public
Unden!kings.

Scctot

(iii) The inCustrics should othcr-wise bc
Iefl as free as possible to cam-our
rhe policies fequired of them as
efficienrly as possiblc.

(iv) .tlhere should be clcar demarcaton
of responsibiiity both berrveen/ govemment departr,rcnts and
betwccn ministers and boards.

The mcthods of ntinislcriirl conlrol



J

dangers, a close, intimate and
infoimal relationship canoot be
avolded and is even bencficial.

(vii) The ministcr and the indusrnes
shoutC be publicly accounrable_

(vi)

(viii)

(ix)

tx./

in the Indian
Commi[ee to
Entcrpriscs, had

coiriex! tlle Arjun Senguota
lelrciv pol;cy ior Public

lhe foliowlng pornts ro nake:

3/
should be mainiy srraregic-Tarhi
than tactlcal. Thc industrics can
have a clcarer idea of what the
govemmcnt rcquircs of thcm il. thc1,
are not subjecl to frequcnt. ad hcc.
tactical contml.

The nature
rleed not
Although

of govemment conlrol
be wholiy ?ormal.

informality has i1s

The i,neasuremett of nlaoage enl
should not be purely commercial
succesls or sociai achievement, but
the efficiency wjth which rhe
ildustries carry out the joint
canmercial / sociai duiies giycn to
them-

The ultimate sanction for bad
management may be dismissal or
non-reappointment to post, but
improvement in management should
be the first objeclive.

Proper and fiuitlirl exercise of
ir'rinisterial conlro! depelds en tlt,-
attiludc and ability ofbotlr minisicis
and mcmbers ofthe Board ."

Itclcc,



..:

I

-(iv) 
The Minisry should be responsible for tire

lomulation of policy and the . . managenrenr
should be responsible for implemenuiion of
that policy, and the interaction between thenr
should be such as ro laciliute thc exErcise oi
overall Govemrncnt supervisioo. withoul
impairing the efficiency ofthe opcrations ofan
enterpnse at "arms length,'from Covemmenl
aid promote deceni.ralized decision-makinu
within an eoterpdse.-

From rhe two sets of guiCelincs ,t ,, 
".a", 

l".t .

the qucstiol ofCovcrnmeni Coniici is a i,ereci

with day+o-day' functiining

o!e. !\perience shows thai,.qo..;uch ofconLicl i

AS aOOVe .
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It is recommended that in the light of the abovc

phiiosophy, existing controls ntq5l 6f which

have grbwn on ad hoc basls cncrglng

adminiitratively in response to some iocal

temooral orobiem may bb reviewcd ard the

conirols biought down to required lcvcls 
. 
The

Guiding test to be adoPtcd by 
-Governmcnt 

tu

followilng any conrrol or rcgulation nray be hou

the said iontrol or regulation rvould atfect thc

functioning of the PSU in a competitive

environment,

.a.cccptl'd.

3.3 Corporatc Plaas.

3.3.1 All PSUS shouid be d'rrecrsd to pteparc

Corporate Plans within i 3 mo hs and bc grvcn

thc ncccssary guiddncc and suPpo( CorPori]tc

Plans essentiaily set out thc objectives soctal

and economics as well as the ncdlum term

strategy of .the enterprises. A typical Corporatc

Plan would anallze the busincss cnvronmenl

of rhe cnterprGe. ilurity thc constraints cnd

cxplain tire stiatcgics lor the futurc indicating

thc risks and aslumptions Thc plan should

spccifically indicarc thc critcrir for nreasurittir

thc performance both fron ihc social ansle as

wcii as the bus,ttcss anglc Thc Pian :horld

indiao,a torg.t, as weil rs L'crlchlllrrlij Ib'

roritorinl thc achicvcmcFb bcsldcs Sl\ lng Jn

idea of tire inveslnrcnt progra$nc A 3ood

comortte Pian shourd be r blurlJ ol llN

.ai"=".-,""t '' vision 3j rtcll ls lht

{6u"r-n,"ant'a connlitnlents. senin-t as a basis

ofsound enterprise - govcrnincnt reiSllolls'



-Inue.co.n$-li6-!-o-iii-i6iin-i-.,-i-i!

;ft ,"#:Hj:iTy,"iil:ff :"j jilj:t.l
Ijijjj -9: ::l'nir'n.n, una ."pouiritu'Jiir.,.

lT,?f"l^."i, Within rhe Corpo.ate-pran,rr".e

#;i: T-:,"T .*uar prans. such a pran
:,]:,:". *:n .h€ srudied by ir\e oroposec

li?,,""I113-. 
hor, the public E'nrerpnse

afu onry betore government acceDts it.

.! aa tTa:r.

R.ccmn:;.i,Jiieiiinl
inc prepaniion ol. Corporari
Piaas by alJ prblj.--5;;;;
undenrkinss is acc:pt:d. .

P..io*,ffi
.{lready some steps have been talien rn ihis i Accepled
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.A, typical perfolriance contract could have the

foliowing sectiors:
Accepted.

2)

l)

4)

3)

Giving the background of creation of the

PSU, legulations conceming i{ irs

perfominae io the past etc.

Setting out the objectives of future actron

and delineate the strategies.

Indicating the achieYements to be made
,1,,rihd th..^nrE.l nPr;nd

Spelling otrt the Performance criteria for

measudng the perfoamanc€,

ExpLaining Govcn:menis comrl::tments

Desoibing how the moniloring woula Dc

Cone a::d how issues arising out lhe

,/ contract aJe tc be rcsolved.

Monitoring Systcnr



3.6.i
In addidon to performance ; thd r&Uar audit

sysl.etrt both idemal and extema.l needs to thi
srengthcned. For all the major pSUs intemal
audit cells may be activared by giviag proper
rftunlng anct drawng up manuals for intema.l
auditing. The PEA could moniror the updation
of accounts required for auditing. Aj in rhe
case ot iocal Coyemments tbeie should be a
time limit for preparing of accoirnts for the
plrpose of 2udit fajiing uhi:b pr:ni:iv: acl:cn
should be taken againsr rhe management

Presen$, thc audit of a pa,licular year is
taken upoil ohiy airer rhe audir of rhe previous
year is completed. Since complerion of audir
r.iquircs that after the accouns are audiled they
irave to bc approved by the ennual Generaj
Body meeting, then sent for commeitis gf the

Recommendations regarding
the sfengthening of regujar
audit .system 

borh inremal
and e'itemal in addition to
performance reviews of
Public Secror Under rakings
li acceplcd. R eier
Covernment declsion oo
r3ra J,l l also_

Finance ineft a.ld laiei for Accountia
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3.7.1

3.7. Grouping of Compaaics.

In nrder t3 Etion3lize :he intcrJciion r"id,
govemment arld also to attain s*eosth of
grouping it is suggested thar Secror
Com-missions or Enrerprise Groups may be set
up tor groups of smaller industries Tl s
concept outlined by $e Steering Committee for
the VIII-Plan is wonhy of experimentation: as
rne holdng company concept does not scem to
have achieved the desired results . Each Sector
Comrnission o! Entelprise Croup w6uld have
Its own professional suppon sysrcms in lhe
form of iechaical advisory groups ji wourd
have rcprcsentatives of the ComDanies under ir
, experts in the sector ,iepres€ntatives ofprivate
grouos anci even workers anci colsumers . The
systen would not affect the autonomy of the
individual coinpany while giving it neces*ry
collective stlength and
infrdstructuni synergies .

Recommendations regarding
or^r ruino ^f "i^.il-.
industdes is not accepted.
Instead of grouping. the
similar indusfies nlay ncrge
and brirg undcr a single
board ofdirectors.

iacilitating



wrlrn can oul source iE servicc requiremen!s

Managing DirectoG of PSUs shouic hcle a

There should be an independent S--le.tlon
rjoard. lor selecting various senior pemomei
ncludtng ithe Managing Directoi. An
autonomous selection agency for other staff
11i9,n".dt to be set up rhrough a core unir,

This 
'eiom.6diiGshould be made appiicable

only for CEOS.

fixed tenuie and should be under contractual



X.

t

,l:r_ 
s:lccl:d, cas:s conrracting our managenrnt 

J

:T .b. yi:d which will faciiitate betrer use of r

"^,rj: 
yi,l9* diluting ownership parrcrn; eyenwnrlc fetching some royalty.

In the rapidly changing environmenr rn wh;:hr.:us are furctioning, to hcb thc loush

:to1l"-r:-:n, challenges, it is neccssary ro havc
a 

-sonptchci.isive 
and coherent *-ug.n,.n, 

l

:li,:tC 1r]d _developmenr progranme tbr pSU i

i"*,"*\?o lT.":fi::*ffi i,:r. :": I
nceds asscss.ncnt. B"r"d 

"n 
.";.l,-";r;;;;;:,

D,y.-l:^c)tpen{gency and inrcsrating rhc lraih:ng 
IcunlponcnE of the CorporaLc p,;rs. lr-raqrower delclo-Dmeut plan for pSUs rlal be

::1.-:l Td, supponed b.r Covs61n1e61. 3.g
:,::.-,rloild have an inriinal rrf,i:.rins cetr ::.r,1

i.cL'pled.

eli lSUs sho"ld ;r,r" , ,ru,ninl Co_ i,:,".,rr1.1s lrr rs pojsi5... tfJjr.irs sl\jlis :|:_! c
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Also an expen panel moy be serup ro dm\v up I
rcsearch agenda, which can contribulc, lo
rmprovrns nubt;. enr-1rire pc:fi-::r::::r

rnternationaj technical seminars. Ccnparres
s!,ould also evolve systems io encourase t$peisoDnel to acquirc hjgher and laiesl

Accepred.

i technical knowiedge.

3.! 0, Informrtion Tcchnologl
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3.11. hstitutio!:rl sct up.

iirLu ocrng lhe roles ofihe iop tvr'o IIJCI) aresuggestcd below:

The Public Entenrrise svqte- .r.^,,r

31;l]l^". ;*;l i1a n';;;!l;i."11"';

i!rT:',,!i1.*,f I .,fJ,nft::,' :lil *j ;";ultirs wirh their manag"..nt bou?d-":'in oro..,o

-::I;"ff "',": Jl.:l'i"'in'" "lJ: t';,1; 
*,:

:::l:*lo of the sysrem as cleart). as

lT:l:*, i" wdring. Based on this rhe rules...,uvernment orders, directions etc. may be

lll-11 :o ti,* n"* operating procedures come

The KARC has

0rl sctun! uD
ofc Public Enrc,rprise
Aull:crjl),( pEA)
r'o\.!'mntenl djC nol Jivor
scftijtg up ofne\! ruthoritics.
KrAB cnd rhc public
L.nlcrprise Resuuclurjnr
Commimee can atcnd 16 rhe
luncroir: proposed to be
unccrraken bl thc pEA.

Irformarion. Technoiogz should be used as a

111_..11 
ttn-ur the producrivrLy ano

!it:":f"""iTt ;1":1, liY;, Tnk,,,i
ljljll'19]": tr". bound maruer. such an

l":j;jie- tJ_ .;l',,t'""X'!" Hfiil, i,";il
:^oul*o"lr. Whiie profit_maiiing pSU, .ao
I-,*.l":*q r" 'n'.., 

-ii.*"iiir' 
."""r, "ilcomputenzadon, the loss_ making pSUs may be

:i* ,: 
. 
neet pania.l cost of rhe

ljlnu,tlrizarion" It is rclcvanr ro n€ntion rhal
I:,,:.,1 *.q indusrry is being devetopcd inIne slare, 

.industry las irardli used lT ro

:T::::,. l,' , 
n"ir"1'ryril-J6iffi" -i

:.:_1p:lt':_"9.e" This is where the reaisuengtn, of IT lies.and pSUs should n"..rrJly
oc asted to take advartage of this.

J) 
,The 

Govemmcnr Dcpartmenh. which havc
a :oie :n :u::nising th, pSUs arc li:r incuslrjcs
ucpartmcnt. the Finence Deparrnrenr eno tncriannrng Depafrnent. The roles of rhese rnrecgovcrnment a-qencies could be:

a) hdustr:cs Dcpartmcof.
Lay dolvn S€ctor policy

.{pprove Co.porate piaii5 and



Monilor jieiformance.

erygl ag,oEtarilty

thrguqlt€.ugit: .

Clear.new ..-:: . .'

Decide oa the

managemeff structure.

Appoii'rt Chief Executive/Dircctors.

b) I'i[atrcc Dcpartmcnt
be L onsulled. dn and applove maltcrr

nvotvrng flow ot lulG from Covemrnent,
guarantecs by Govemmeni, new investments '
nonitor of filaacial performance.

: c) PlanniDg Di..p?rtllctrt

.rre -uonsulted 
otr all matters involving flow of

2) At tbe nexi level would come an
organization, which serves as a professional
intermediary between, the iSUs and
goverlmEnl At this level it is rccommended
that a sEtutory Public Eoterprise Authoriry
(rE^, may De set up ln the place ofthe exisrin3
nsutuUons. lt can have separatc groups for
public utilities, welfare orga!;tion a.ro
manufacturing units. The pEA could be an
autonomous professional organization with the
staff support being inirially provided by Lhe
abolition of BPE, PEB and fuAB: ,-ne

Authglity prcper may consist oi

. - j.::: ,

Chief Secre.lary

Secletary ( lndustries)

S&retary ( Finaace)

Secretary ( Plaming)

Chairman'

v tce unarrTnan

Member

Menber

of concemei aC;:i;:is:rl.ir:
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At present institutions like RL4,B intewene
either in rhe de.cline phase of an enterprise or
mostly at &e decay phase. The pEA is
expected to be involved iq the stabilization
phase iself It can set up early waming
systerB to prevent decline. Acting as olvtrer's
represeniatives it can pus[ cc.ordinate aod
even implement initiatives for revitalization.
Gradualiy could develop competeoce to
function as a poiicy support urlit for Dromoti.e
enterpdse competitiveness.

3.11.2. Goyt. decision on Para
3.1 L regarding setting up of
a Public Entet?rise Authority
(PEA).

gomg ufo
fcr
of

The PEA co':]d set u9 exlefi confiinees
questiotrs

revjtalizati611,!pgEdation.diversifi cation
The Industries, Pianning and Finance
Departmetts should be representated ill these
committees. The expert committees could
ma-ke a presenBlion of fie proposals before lre
Public inlerpri'e Aur:roriLy anci :ite

i 1l 1
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Dr. K.M. ABRAHAM

Secretary (AR)

The Principa.l SecretaiieVspecial Secretaries to Governmcnt.
All Deprflrncnls of rhe Secrctariat including Leu& Fir:ancc.
All District Colleitbis & All Heacls ofDepanarcnts.
The Direcror ofpublic Relarioff
The Accountut Gcrcrdl (Ad,gAudir rKerala Thiruvananrhapumm.
-fhc 

Private Secretary to Chief Miruster & Orher Ministers.
The Privatc Se$etary to the Leader ofOppositlon & Chief Wrip.
The Additional Secrchry to Chief Secrctary.

The Gencral Adminislratior (SC) Depanment
(Vide itenr No.l959 datcd 2t_5_2003)

L,/' It'4 Ly\Jusg4 >24ftt
Fonvardcd /B.v Ordcr.
//
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Scction Oi.ficcr.
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