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FOREWORD

In this book Dr. Laxmi Narain presents the results of an
intensive study of the Annual Reports of public enterprises in India.
The enterpriscs which are covered by the study include forty-five
CGovernment companics and nearly a dozen public corporations,
toucther with a departmental enterprise in the form of the Indian
Railways.

The work was undertaken at the instance of the Rescarch
Programm(:s Committee of the Planning (‘ommission, and their
sponsorship indicates the importance which the Plannimg Com-
misston attaches to the subject. In Chapter 1 Dr. Narain discusses
the broad question of the public relations of publie enterprises
and then goes on in the rest of the study to deal with the Annual
Reports as an important aspect of their public relations. It is, in
my opinion, diflicult to overestimate the importance of public
relations generaliy in the field of government, and particularly in
the public sector of the economy. In vicw of the magnitude and
wide scope of the public scctor in India, ranging from the great
steel works owned by Hindustan Steel to the Ashoka Hotels in
Delhi, from the basic industries concerned with shipbuilding,
instruments making, heavy eclectrical plant and the Damodar
Valley Corporation to the Airlines and the Film Finance (‘orpora-
tion, it is a matter of the utmost importance to ensure that the
work of these great enterprises, on which the economic future of
the country depends, is accurately and objectively presented to
the publie; that their policies are understood, and that they are
susceptible to outside criticism and suggestions {rom members of
the public. These purposes can only be achieved through a well-
ordered and techmically competent public relations and public
information service.

The Annual Reports form the main concern of Dr. Narain's
study. He subjects them to very close scerutiny which brings out
clearly their shortcemings and defects both of omission and com-
nission.  His report is not, however, merely critical ; it is also
constructive in that he makes numerous proposals for the improve-
ment of the Annual Reports which the public undertakings are
required to present.
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The report is a pioneering study in a field which has hitherto
reccived little or no attention in India. It represents a welcome
step in the direction of empirical research about the actual behavi-
our of public enterprises as contrasted with the somewhat formal
discussions about the respective merits of Government companies
and public corporations to which so much effort was devoted in
the past. Dr. Narain's work appears to be not only thorough but
highly rcliable, and Ishould be surprised if anyone can fault him
in regard to any of his factual statemnts, The result is a valuable
contribution wlich can scarcely be ignored either by the managers
of the public enterprises, by the relevant Ministers or by members
of Lok Sabha. Within a relatively short time one may hope that
the reporting practices of the public enterprises will have
substantially improved.

Tor all these reasons, I have no hesitation in recommending
Dr. Narain's work as o worthwhile contribuation to the development
of public enterprise in India.

Londcn School of W. A. RoBsox
Economies and Political Science



PREFACE

The present Study was ~ponsored by the Rescarch Program-
mes Committee of the Planning Commission and was financed
by a grant from it. The idea to take up this Study emerged out
of the writings of my former tcacher at the London School of
Economics, Profegsor W A, Robson, who attaches great impor-
tance to public cnterprises pursuing a vigorous public relations
policy. The basic theme of this Study is that in an economy wed-
ded to democratic socialism, it is essential to ensure publie aceept-
ance of the public sector. This is possible by educating the people
about the objectives and achievements of public enterprises.

Tn a developing economy, the public seetor has to be largely
entreprencurial in character and this adds to its problems, which
are required to be explamed properly. A considerable part of the
criticism of the public enterprises is hecause sufticient efforts have
not been made to project a correet 1mmage of their operations,
achievements, policies and problems. In this context, public rela-
tions assumes great signiticance  This is perbaps the first study
to consider at =ome length the organisation and working ol public
relations of the public enterprises in India.

The Annual Report of an enterprise is generally the most
widely read public document and serves as an important instru-
ment of public relations. It has, therefore, come in for detailed
consideration here. A study of the Annual Report is also impor-
tant for the Report provides an instrument of control in as much
as, through it the enterprise gives an account of itself to the public
at large : the achievements during the year arc displayed and non-
achievements are accounted for. The extent to which this objec-
tive is implemented has been considered here in some detail.

The Rescarch Pregrammes Committce and its former secre-
tary, Dr. D.K. Malhotra deserve my grateful thanks for making this
Study possible. Dr. Malhotra not only greatly helped in seeing
through the Project Scheme in its initial stages, he took personal
interest in the Study and readily agreed to many adjustments in
the financial proposals. I am thankful to the present secretary of
the Committee, Dr. Harbans Lal and Shri S. V. Sanjeevarao for
theiy, personal interest and help in the publication of this Report-



(ii)

The report is a pioneering study in a field which has hitherto
received little or no attention in India. It represents a welcome
step in the direction of empirical research about the actual behavi-
dur of public enterprises as contrasted with the somewhat formal
discussions about the respective merits of Government companies
and public corporations to which so much effort was devoted in
the past. Dr. Narain’s work appears to be not only thorough hut
highly reliable, and Ishould be surprised if anyone can fault him
in regard to any of his factual statemcnts. The result is a valuable
contribution which can scarcely be ignored either by the managers
of the public enterprises, by the relevant Ministers or by members
of Lok Sabha. Within a relatively short time one may. hope that
the reporting practices of the public cnterprises will have
substantially improved.

TFor all these reasons, I have no hesitation in recommending
Dr. Narain’s work as a worthwhile contribution to the development
of public enterprise in India.

Londcn School of W. A. Rossox
Iconomics and Political Science



PREFACE

The present Study was sponsored by the Research Program-
mes Committee of the Planning Commission and was financed
by a grant from it. The idea to take up this Study emerged out
of the writings of my former teacher at the London School of
Economics, Profiagor W.A., Robson, who attaches great impor-
tance to public cnterprises pursuing a vigorous public relations
policy. The basic theme of this Study is that in an economy wed-
ded to dentocratic socialism, it is essential to ensure public accept-
ance of the public sector. This is possible by educating the people
about the objectives and achievements of public enterprises.

In a developing economy, the public sector has to be largely
entrepreneurial in character and this adds to its problems, which
are required to be explained properly. A considerable part of the
criticism of the public enterprises is because sufficient efforts have
not been made to project a correct image of their operations,
achievements, policies and problems. In this context, public rela-
tions assumes great significance. This is perhaps the first study
to consider at some length the organisation and working of public
relations of the public enterprises in India.

The Annual Report of an enterprise is generally the most
widely read public document and serves as an important instru-
ment of public relations. It has, therefore, come in for detailed
consideration here. A study of the Annual Report is also impor-
tant for the Report provides an instrument of control in as much
as, through it the enterprise gives an account of itself to the public
at large : the achievements during the year are displayed and non-
achicvements are accounted for. The extent to which this objec-
tive is implemented has been considered here in some detail.

The Research Preogrammes Committee and its former secre-
tary, Dr. D.K. Malhotra deserve my grateful thanks for making this
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My thanks are also due to Shri Hans Nagpaul, who initiated me
and helped me in submitting the Research Proposal to the Com-
mittee.

T owe a deep debt of gratitude to my erstwhile teacher and
now the Principal of Shri Ram College of Commerce, Delhi Uni-
versity, where this Project was taken up and completed. Principal
Vaish, whose affectionate treatment is well known and is greatly
admired by all those who have come in his contact, provided every
facility and encouragement to complete this Study. I am also thank-
ful to my former colleagues at Shri Ram College of Commerce—Dr.
C.B. Gupta and Dr. M.('. Kapoor, for their useful suggestions and
comments. ¢

I am particularly grateful to Professor V. V. Ramanadham,
Dean, IFaculty of Commerce, Osmania University, who took a keen
interest in this Study and gave me the opportunity to discuss it
with him and many others who attended the All.-India Seminars on
Public Enterprise, to which he was kind enough to invite me.
Thanks are also due to Shri R.S. Bisht of the Federation of Indian
Chambers of Commerce and Industry who went through the draft
report and gave some uscful suggestions.

I feel greatly obliged to Professer W.A. Robson who so
readily agreed to write the foreword to this Study, and who went
through the entire manuscript and suggested many useful improve-
ments and corrections.

I am also thankful to a large number of distinguished
persons whose names are given in Appendix VIII, for sparing
their valuable time for discussions and for taking interest in my
work, Various public enterprises who responded to my queries
and requests also deserve my grateful thanks, for without their
co-operation it would have been impossible to complete this
work. However, it may be mentioned that I alone am responsible
for the opinions and facts given in the pages which follow.

This Study was completed in December, 1964, At few places
the information has been brought up-to-date, but largely the
pages which follow describe the situation as contained in the Annual
Reports for the year 1962-63. The Chapter on Public Relations,
however, was revised cn the basis of a fresh questionnaire in 1966.

Laxmr NArRAIN
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The list of enterprises covered in this study, the
abbreviations used and the Year of Reports with
reference to which the study has generally been made,

Name of the Year of the Abbreviations
Enterprise Report Used
A, Government Companies :
1. Ashoka Hotels Ltd. 1962-63  Ashoka Hotels
2. Bharat Electronics Ltd. 1962-63 Bhurat‘Electronics
3. Iixports Risks Insurance Corpo- 1962 E.R.IC.
ration Ltd.
4. Fertilizer Corporation of India  1962-63 F.C.I.
Ltd.
5. Film Financo Corporation Ltd. 1962-63 F.F.C.
6. Garden Reach Workshops Ltd. 1962-63 G.R.W,
7. Handicrafts & Handlooms KEx- 1962-63 IHL.ILE.C.
ports Corporation of India Ltd.
8. Heavy Electricals (India) Ltd. 1962-63  Heavy Electricals
9. Heavy Engineering Corporation 1962-63 1L.1E.C.
Ltd,
10. Hindustan Aircraft Ltd. 1961-62 Hindustan Aircraft
11. Hindustan Antibiotics Ltd. 1962-63  Hindustan Antibiotics
12, Hindustan Cables Ltd. 1962-63  Hindustan Cables
13. Hindustan Housing Factory 1962-63 IH.H.F.
Ltd.
14, Hindustan Insecticides Ltd. 1962-63  Hindustan Insecticides
15. Hindustan Machine Tools Ltd. 1962-63 H.M.T,
16. Hindustan Organic Chemicals 1962-63 11.0.C.
Ltd.
17. Hindustan Photo Films Manu- 196263 H.P.I".M.. Co.
facturing Co, Ltd.
18. Hindustan Salts Ltd. 1961-62 Hindustan Salts
19. Hindustan Shipyard Ltd. 1962-63 Hindustan Shipyard
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Name of the Year of the Abbreviations
Enterprise Report Used
20, Hindustan Steel Ltd. 1962-63 Hindustan Steecl
21. Hindustan Teleprinters Ltd. 1962-63  Hindustan Teleprinters
22 1Indian Drugs & Pharmaceuti- 1962-63 I.D, & P.
cals Ltd.
23. Indian Oil Co. Ltd. 1962-63 T1.0.C.
24, Indian Rare Earths Ltd. 196263 I.R.E.
25. Indian Refineries Ltd. 1962-63 Indian Refineries
26. Indian Telephone Industries 1962-63 I.T.I.
Ltd
27. Mazagon Dock Ltd. 1962-63 Mazagon Dock
28. Mogul Line Ltd. 1962 Mogul Line
29. Nahan Foundry Ltd. 1962-63 Nahan Foundry
30. National Buildings Construc- 1962-63 N.B.C.C.
tion Corporation Ltd.
31. National Coal Development 1961-62 N.,C.D.C.
Corporation Ltd, (Popular
Edition)
32. National Industrial Develop- 1962-63 N.I.D.C.
ment Corporation Ltd.
33. National Instruments Ltd. 1962-63  National Instruments
34. National Mineral Development 1962-63 N.M.D.C.
Corporation Ltd.
35. National Nowsprint & Paper 1962-63 N.N, & P.M,
Mills Ltd.
36. National Projects Construction 1962-63 N.P,C.C.
Corporation Ltd.
37. National Research Develop- 1962-53 N.R.D.C.
ment Corporation of India.
38, National Small Industries Cor- 1962-63 N.S.I.C.
poration Ltd.
39. Neyveli Lignite Corporation 1961-62 N,L.C.
Ltd.
40. Praga Tools Ltd. 1962-63 Praga Tools
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vame of the !‘ Year of the Abbreviations
Enterprise | Report Used
{
41, Pyrites & Chemicals Develop- 1962-63 P. & C.D.C.
ment Company Ltd.
42, Rehabilitation Industries Cor- 1962-63 R.I.C.
poration Ltd.
43. Shipping Corporation of India 1962-63 Shipping Corporation
Ltd.
44. State Trading Corporation of 1962-63 S.T.C.
India Ltd.
45. Travancore Minerals Ltd. 1962-63  Travancore Minerals
B. Public Corporations
1. Air-India 1962-63  Air-India
2. Central Warehousing Corpora- 1962-63 C.W.C.
tion
3. Damodar Valley Corporation 1962-63 D.V.C
4. Employees’ State Insurance 1961-62 KE.S.I.C.
Corporation
». Indian Airlines Corporation 1962-63 I.A.C.
6. Industrial Finance Corporation 1962-63 I.F.C.
of India
7. Life Insurance Corporation of 1962-63 L.I.C.
India
8. National Co-operative Develop- 1962-63 N.Co-op.D.C.
ment Corporation
9. Oil & Natural Gas Commission 1962-63  O. & N.G.C.
10. Reserve Bank of India 1962-63 Reserve Bank
11. State Bank of India 1963 State Bank
C. Departmental Enterprises
1. Indian Railways 196162 Railways
Note :

Aeronautics Ltd. in October, 1064.

The change of name has occurred in the case of the Export Risk
Insurance Corporation Ltd., which is now called Export Credit and
Guarantee Corporation Ltd. Tho Indian Refineries was merged
with the Indian Oil Company from lst September, 1964, and the
combined organisation is known asthe Indian Oil Corporation Ltd.
The Hindustan Aircrafts Ltd., was transformed into Hindustan



INTRODUCTION

Since Independence, public enterprise in India is making
a tremendous forward surge. The public sector which accounted
for just about 3 per cent of the total productive capital employed
in organised industry in 1951, would account for about half the
total investment in the entire field of organised industry in 1970.
Besides, the position it occupies in the context of national economy
as a whole is of strategic importance. It is insufficiently realised
that the arcas where public enterprises operate are so crucial and
significant that the very course of the economy, to a great extent,
will be determined by the way these enterprises behave. The
arteries and veins of the economy as also its foundations — the
infrastructure — are being provided by the network of public
sector enterprises.

The goals which the public enterprises are expected to
achieve are many and varied. Not all of them are clear-cut, precise
and tangible. Often these may be inconsistent with their commer-
cial viabilityl. The public enterprises are expected to serve the
aims of public policy. For example, it is hoped that they would
act as counterweights to abuses of economic power and may also
help usher in a more just and equitable social order. Moreover,
they may provide the right levers to public authority to guide
the economy into planned directions.

The handicaps under which they have to operate are,
however, not always adequately appreciated. Most of the public
enterprises exist in fields where indigenous technical know-how is
almost non-existent. The organisational expericnece is also very
inadequate. Since their gestation period is long, getting returns
involves prolonged waiting. Those accustomed to consumer goods
industries, which produce quick results, feel disappointed by the
long delays in getting returns.

The fact that most public enterprises came into being fully
grown and as such lack the legacy of confidence whigh a private
company accumulates long before attaining a comparable status,
is often overlooked. The Hindustan Steel, for example, with the
present Net Block of about Rs. 665 crores came up more or less at

1. Most of the public enterprises in India are expected to show profits.
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a stroke. In comparison, the Tata Iron & Steel Company Ltd.,
with the present Net Block of about Rs, 95! crores, bas gradually
grown over the last 58 ycars, gathering experience and confidence
on the way.

It requires to be understood widely that public enterprise
for us in India is ret a matter of choice, but of necessity., Areas
over which public enterprise operates are those where either the
risk was considered too big, or private enterprise found itself
technically or financially incompetent. Since economic develop-
ment could not wait indefinitely, public enterprise had to step
in to bridge the gap. -

No one would deny that the operation of public enterprises
should be characterised by efficiency and economy. An all-out
effort would be necessary to search weaker arcas of management,
control and accountability so that their administration is put on
sounder footings. This would call for a tremendous effort.
However, these questions do not form part of this Study.

The main emphasis in this Study is on the fact that public
enterprises should not only operate efficiently but must also
appear to be so. This means, that their successful operation is as
important as the image which is projected before the publie.
During the initial period, the standards of judging the performance
of thesc enterprises should be suitably modified, keeping in view
the totality of the circumstances in which they have to operate.
And the public should be educated in the matter. Unfortunately,
little has been done to place their performance in right perspec-
tive. 1In fact, no serious thouglit has been accorded to this aspect.

In a mixed ccouomy the private versus public sector contro-
versy is bound to exist. Though in our case the two seetors do
not compete with each other in any significant way, yet the cstensi-
ble success of one may become a cause of concern for tho other.
Attempts are often made to judge the success of public enterprises
in the same way as that of private enterprises : by the rate of
return on the capital invested. The public enterprises and Govern-
ment have done little to disabuse public mind of such wrong
impressions and false comparisons.

Lesson from UK.

In the United Kingdom public enterprise is facing a difficult

1. '.[11680 figures are for the yecar ending 1964-65.
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time.Y Even those who reccognise the success of nationalised
industries are unwilling to support any further measures of
nationalisation.2  An important reason for this, as a recent Fabian
Society study points out?, is that the British nationalised industrics
have «failed to cope cffectively with their public rclations — to
make the public fully aware of their achievements, to admit their
shortcomings, and to convince the electorate that adequate and
energetic efforts would be made to remedy these defects”.

According to Professor W. A, Robson, the changed outlook
towards nationalisation is because of a feeling of disillusionment
which ““has bcen mainly induced by the persistent denigration of
the nationalised industries by the Press, by Conscrvative politi-
cians, both inside and outside Parliament, by leading businessmen,
and by nrgans like the Iederation of British Industries and the
Institute of Directors”. e adds, that “for more than ten ycars
a ccascless campaign has been waged by the great majority of the
daily newspapers to present a continuously unfavourable picture
of the nationalised industrics. Anything which might show in
their favour is usually suppressed or discounted or given a minor
place, whereas cvery fact which could arousc resentment or preju-
dice or dissatisfaction is magnified and given prominence’ .4

This attitude of indifference to public rclations by the
nationalised industries in Britain was brought out carlier in a
valuable study made by the Action Society Trust. It found that
“the public’s experiences of nationalisation have inspired nothing
more than a widespread indifference, based to some extent on a
feeling that it is one of the last factors to be taken into account™.8
This study stressed the need for overcoming “the feeling of
remotencss which many of the public undoubtedly fcel, and which

1, llow Labour Party has changed its stand on nationahsation 1s clear

from the Party’s policy pamphlet Industry and Society, which was

submitted to the Party’s Annual Conference at Brighton in October,

1957.

It may be observed that coming in power of the Labour Party has not

made much difference in tho situation. The re-nationalisation has been

restricted to Steel Industry only — a mneasure to which the Labour

Party was committed as a matter of prostige.

8. Shanks, Michacl (ed.), The Lessons of Public Interprise, London, 1963,
p. 200,

4, Nationalised Industry and Public Ownership, London, 1960, p. 479.

5. Relations with the Public, London, 1953.

6. Ibid., p.3.

o
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provides all the clements of a growing opposition, or hostility, to
the whole nationalised irdustries, irrespective of the success or
efliciency they may achieve in their tasks”.1

It would be a sad mistake to ignore the British experience,
and we can do so only at our peril. It is essential to sec that the
morale of public enterprises in India does not suffer. Otherwise,
thie repercussions on those responsible for manning these enter-
priscs would be serious and damaging. Eventually, public enter-
prises in any democratic country will have to carry conviction with
the masses. But failures anywhere catch the public eye much
more easily than success. Tor instance, few people talk about the
successful operation of the Chittaranjan Locomotives, Hindustan
Antibiotics, Indian Telephone Industries and so on. The H.M,T.
and Air-India arc well-known as public enterprises par excellence.
But somchow, successful state-run units are not casily identified
by the public as public enterprises.?

It would also be necessary to bring out clearly the values
which public enterprises stress in their working. The difficulty
here arises because of contradictory claims of social responsibility
and commercial profitability, both of which are expected from
public enterprises in full measure. A keen consciousness will also
have to be created at all levels in public enterprises that they
have to justify themselves at the bar of public opinion.

To achicve the objective of keeping the public adequately
informed and to sccure acceptance of public enterprise policies,
great stress has to be laid on a well-organised publicity and public
relations programme. More so, bécause no statutory requirements
regarding consumers’ consultative councils exist for these enter-
prises.

An endeavour has been made here to study how public rela-
tions and publicity work is organised, and with what effectivencss
it is carricd out. As the Annual Report of an enterprise is, in
most cascs, the only or the most important medium of communi-
cation between the enterprise and the public and, in as much as,
it provides the annual “progress report’” of the enterprise to the
nation, it has special significance from the public relations point
of view. A detailed consideration therefore has been given to it

in this Study.

1. Ibid., p. 33.
2. The British experience in this regard is similar. See, T'he Lessona of
Publ?c Enterprise, op. cit.



(xvi)
The. Coverage of the Study

The Study covers, as listed earlicr, all the Centrally owned
cnterprises which are established as#tatutory corporations or com-
paunies and which are expected to make profits, or break-cven.
The Indian Railways is the only departmental enterprisc included
in this Study, foritis not only the most important commercial
enterprise but also beeause in matter of public relations and
Annual Reports—the two main themes of this Study—it occupies
an important position.

The Scheme of the Study

The Study starts with an analysis of public relations—its

place in public enterprises, the aims and the modus operands
thereof.

A detailed factual study of the Annual Reports, which is
divided into four Chapters follows. The first Chapter mainly deals
with statutory requirements and their implementation, and the
effectiveness of Reports as a medium of communication with Parlia-
ment.  The analysis of the contents of the Reports is done in two
parts: the Directors’ Reports and the Accounts and Audit Report.
Here a bird’s-eye view of the contents of the Reports is presented
along with relevant comments. In the last Chapter, matters deal-

ing with the presentation of material, and the editing of the
Annual Reports are discussed.



Chapter 1

Public Relations of Public Enterprises

Introduction .

A large part of the criticism of public enterprises in
India stems from ignorance of their problems and policies.
The very difficult nature of their assignments, their lack of
experience in the field and the expectation that they would
spearhead social and economic rhange together lay a heavy
burden on the public enterprises. But very inadequate efforts
are made to project before the public the totality of the circum-
stances in which they have to function. Perhaps, with a little
extra effort .and with a correct approach towards public
relations much of the criticism directed against public enterprises,
both inside and outside Parliament, could be effectively
answered.

It is generally felt that vested interests denigrate public
enterprises as much as possiblel Every single failure, mis-
judgment or shortcoming is pounced upon and important
achievements are side-tracked or ignored by the Press and
some parliamentarians who, as a matter of policy, support
those who at heart are not very happy with the growing
public scctor. Though it may be difficult to prove in any
scientific way, the feeling that the public enterprises are being

1. One Managing Director from civil service held the view that the
matters are made easier for vested interests because of a considerable
amount of self-criticism openly made through the medium of
Public Accounts Committee, Estimates Committee and the Committee
on Public Undertakings. He felt that if half the information made
available to the public regarding public eunterprises was available
regarding the other sector, the situation would be different.

1
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systematically run down is quite strong. Naturally, in & mixed
economy success of one sector would become embarrassing for the
other, and at times both the sectors may begin to compete
with each other to gain public support. The public enterprises
are not known to have donc anything substantial to vindicate
their position before the public or to meet the situation caused
by the campaign alleged to have been directed against them.

+ In a democracy, public opinion counts first and last.
especially when an organisation has to look to public support
for its actions and policies. Efforts have, therefore, to be
made to secure a favourable response from the public. For a public
enterprise, public opinion is not confined to some groups of
people who come in contact with the enterprise or are affected
by it (as would be the case in private enterprise), but the
whole nation feels a sense of proprietorship over it. It thus
becomes necessary to provide a strong link between public enter-
prises and the community at large.

A small section of the public enterprises feels that res-
ponsibility for the public relations work should be undertaken by
the Government, and the official machinery for publicity and
propaganda should take care of the public enterprises as it
does of other Governmental activities. And it should be for
the Government to spread and support the philosophy behind
the public sector ; the public enterprises should be run strictly on
commercial basis and their publicity be confined to sales
promotion only.

The above approach is rather one-sided. The public
enterprises will have to meet their obligations in respect of
publicity and public relations. Each unit will have to be fully
conscious of public relations and its import. If the public
enterprises are freed from this responsibility, it will lead to
avoidable centralisation. A true and correct presentation of
their case may not possibly be made by a central authority,
and their autonomy may also suffer in consequence. Above
all, these enterprises might lose the habit of viewing their
decisions in terms of their public responsibilities.

Direct responsibility for public relations and publicity
is al]so justifiable from a strictly business point of view.
Uninformed and unjustified criticism, if not countered by vigorous
publicity, may have adverse repercussions on the morale of
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public enterprise personnel at all levels. Similarly, relations
with various segments of the ‘public’ such as suppliers, dealers,
consumers, employees etc. directly affect operational efficiency
of an enterprise. There can, therefore, be no excuse for
avoiding public relations on the ground that this work is more
political than commercial in character. The Government can,
however, further supplement and reinforce the publicity and
public relations of public enterprises.

The public cannot be expected to support an organisation
about which it knows little and understands even less. The public
support has to be won and to this end any organisation must
disseminate information in a sustained manner about what it
does and aims to do. An effective system to keep the public
informed in a purposive and intelligent way will have to be
devised. The feeling in some enterprises that since they stand
for the public good and can get on by paying little or no atten-
tion to public relations is basically unwise, In democratic
societies everywhere any governmental activity will sustain
itself only on public goodwill. An attitude of complacency in this
respect can be dangerously debilitating.

Maintaining good relations with the public and fostering
public goodwill for the enterprise is a specialised and at the
same time a non-specialised job. Every one in the organisation
does a public relations job when he comes in contact with
the public. But it is the duty of the public relations department
to infuse and create among others in the organisation the
right temperament and approach in view of their responsibilities
to the public. As a P.R. chief felt, a good P.R. man works
to his own extinction by getting the whole organisation P, R.
conscious. But till that time (which may never come) he has
an important role to play in the organisation.

Selling the goods or services of the enterprise is not
the prime object of public relations, but it does aim at
providing a favourable background for the selling effort.
Organisationally, the P. R. function may sometimes fall under
the Commercial or Sales Manager, but in reality, it is a top
management function. The P. R. man helps the top man in
presenting a favourable image of the enterprise. This may
need specialised skill. He 'is concerned with sales only to the
extent it affects the image of and understanding about the
enterprise.
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To provide a correct perspective it must be added,
that public relations cannot be built on words only; to last
long it must be built on deeds. The P. R. man is not an
alchemist ; there must be something good to show, and talk
about. Many P.R. Os. were candid enough to admit that
there wus not much to talk about and in the circumstances
the best public relations job was to speak as little as possible.
The idea that public relations is only to cover up mistakes
is wholly incorrect and harmful. Nor is public relations
propaganda of the type where facts have to be distorted in
order to achieve the desired end. In public relations the

end can hardly, if ever, justify the use of false or question-
able means.

It is not feasible to use public relations techniques to
bolster up a weak case. In fact, a successful P. R. programme
would invariably expose weaknesses of an organisation and
would compel some introspection and a second look at the
policies and programmes of the enterprise.

Public relations rarely produces direct positive results,
and, therefore, one should not look for them to judge the
success of P. R. work. In most cases, results may be indirect
and passive and incapable of exact measurement.

In the following pages an assessment is made of public
relations in the Indian public enterprises. The Study was largely
conducted during the year 1963 and most of the information
was obtained on the basis of a questionnaire (Appendix VII).2
The respense from the enterprises was, on the whole, encouraging,
But the questionnaire method of collecting information has
serious shortcomings, from all of which this Study would have
suffered but for supplementing it greatly by personal visits
which covered over 80 per cent of the P.R. departments in
various public enterprises. The discussions with persons engaged
in P. R. work helped alot in having a clearer understanding of
the profession and its practices, about which there is practically
no information available in India.

1. To bring the Study up-to-date, another brief questionnaire was sent

» to public enterprises in 1966. To this twenty enterprises responded.

This latest information did not show any basic change in the working

or organisation of P. R. departments, The information obtained has
been incorporated at appropriate places,
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This Study is purely factual. The theoretical discussion, as
far as possible, has been avoided.l An attempt has been made
to depict the present position and working of P. R. departments,
along with suggestions for improvement. The Study begins with
a discussion of the position and structure of the P. R. departments
and briefly refers to the qualifications and responsibilities of P. R,
chiefs, It then goes on to discuss the aims and objectives and
working of the . R. departments, followed by a study of the tools
of public relations.

The P.R. Departments and P.R.Os.

In India, the P. R. work is in its infancy. Its recognition
as a necessary adjunct to managment is of rccent origin
even in developed countries. But with the growing emphasis
on social and public aspects of industry, it is acquiring its
rightful place. Not all the public enterprises in India have
recognised the necd of public relations, and where this function
has received rccognition, the scope of its work, as will be
presently scen, differs widely.

As listed in Table I below (page 6), only 25 out of 57 enter-
prises have a separate public relations, publicity or information
department. In 18 cases, the P. R. function is recognised but it
is not considered sufficiently important to have a separate section
or department for the purpose. It is, therefore, taken up as a sub-
sidiary or additional function of some official whose rank and the
time at whose disposal determine the attention given to it. Out
of these 18, in as many as 8 cases, the chief executive himself or
along with some other official looks after the P. R. work. This
is clearly indicative of the importance attached to public relations
in these enterprises. The commercial manager is in-charge of
it in two cases. In the remainder, it is looked after by the econo-
mic adviscr, the personnel manager, the general manager, the
secretary, and other senior officials.

1. For a theoretical discussion refercnce may be made to the books
listed in the bibliography,
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TABLE 1
1owing the position of public relations departments
Enterprises hav- | Enterprises where P. R. work | Enterprises Enterprises
tng separate ©8 entrusted to some other which do not for which
public relations, | official, the name of which is | fall in either | information is
publicity or ¢n brackets of the first two | not avaslable
information categories
department
1 2 3 4
1. Air India 1. C.W.C. (Dy. Secretary) 1. Ashoka 1. Hindustan
Hotels Cables
2. B.E, L. 2. E.R.L C. (Managing 2, ES.I.C. 2. Hindustan
Director) Teleprin-
ters
3. B.E. M. 3. F.F.C. (Sec., Adminis- 3. H.O.C.
trative Officer)
4. D.V.C. 4. G.R.W. (Managing 4. 1.D. & P.
Director)
5. F.C.L 5. H.H.E.C. (Gencral 5. LF.C.
Manager)
6. Heavy 6. H.H.F. (Various Heads 6. Nahan
Electricals of Departments) Foundry
7. H.E.C. 7. H.P.F.M. Co. (No parti- 7. N.LD.C.
cular officers)
8. HAL. 8. Hindustan Salts (Manag- 8. N.M.D.C.
ing Director & Sec.)
9. Hindustan 9. I.R.E.(Managing 9. N.N. & P.M.
Antibiotics Director)
10, Hindustan 10. Mazagon Dock (Com- 10. N. Co-op.
Insecticides mercial Manager) D.C.
1. HM.T. 11. DMogul Lines (Secretary) 11. P. & C.D.C.
12. Hindustan 12. N.B.C.C. (Secretary) 12. Reserve
Shipyard Bank
13. Hindustan 13. National Instruments
Steel (Commercial Manager)
14, LA.C. 14. N.R.D.C. (Executive

Director)
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1 2 , 3 I 4

15. I1.0,C. 15. N.S.I.C. (Chairman &
Secretary)

16. LTL 16. Praga Tools (M. D. &‘i
Secretary)

17. L.I.C. 17. Shipping Corporation
(M.D. & other senior ~
officials)

18. M.M.T.C. 18. State Bank (Economic <
Adviser)

19. N.C.D.C.

20. N.P.C.C.

21. N.L.C.

22, 0.&N.G.C.

23. Railways

24, R.I.C.

25. S.T.C.

Twelve enterprises do not seem to recognise the need of
public relations as a function of management. The reasons for
this are many and varied. The Employees’ State Insurance
Corporation feels that it “is not directly concerned with the
general public and has, therefore, no public relations depart-
ment.”” The Hindustan Organic Chemicals, the Indian Drugs
and Pharmaccuticals, the Pyrites and Chemicals Development
Company, and the National Mineral Development Corporation
being in the construction stage did not feel the need for a
P. R. department, The National Industrial Development Cor-
poration does not consider itself a commercial organisation,
The National Co-operative Development Corporation is a
promotional and financing body and has no direct dealings
with the public.! F¥or the Nahan Foundry, the Reserve Bank,
the Ashoka Hotels, the Hindustan Housing and the National
Newsprint and Paper Mills the reasons for the non-recognition
of the P. R. function as such are best known to the enterprises

themselves.

1. In this case, whatever contact with the Press is necessary is
maintained by an Information Officer attached to the Ministry of
Cothmunity Development and Co-operation.
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In the 25 enterprises having a separate public relations,
publicity or information department,! the position is considered
with reference to the number of persons employed, the annual
financial appropriation for the purpose, and the status accorded
to the P. R. chief. To give an idea of the situation elsewhere,
information on these points about some foreign public enterprises
and a few Indian private enterprises has also been given.
(Table IT A) :

The number of persons employed (as shown in Table II,
page 10) is an indication of the importance of the department in
the organisation. This may, however, not give the whole
picture. Duties which may generally be considered extraneous
to public relations may be assigned to a P. R. department,?
or the P. R. department’s legitimate work might not be entrusted
to it.3 In either case, the correct perspective regarding P. R.
work is lacking.

1. It may be noted that in this Study no distinction has been
maintained in the information and publicity on the one hand, and
public relations on the other, In the view of Professor W. A. Robson
the work of information and publicity involves supplying absolutely
reliable and objective information to the public, in contrast to the
sphere of public relations which covers persuasion, propaganda and a
conscious attempt to influence. In his words, ‘‘the confusion between
information and public relations has had the effect of permitting
public relations to masquerade under the guise of information”,
which, according to him, is ‘“unfortunate”. (The Governors and the
Governed, Louisiana State University Press, 1964, p. 43). The subtle
distinction between public relations, and publicity and information is
worth observing but is not generally recognised. The line of demarcation
becomes all the more blurred when the two functions are assigned to
the same individual or the department, as 1s generally tho case.

2. In the H.E.C., e.g., the P. R. department is also responsible for some
aspects of the sales side of the enterprise. It may be noted here
that the sales promotion constitutes an important part of the publie
relations in enterprises which provide a service. It would, e.g., be
impossible to distinguish between the pure public relations work and
the pure publicity and sales promotion work of the P. R. department
of the L.I.C.

3. In'the N.C.D.C, eg., the Secretary’s department and not the P. R. O.
looks after Parliament’s reactions to the enterprise’s operations, and to
the relationship with various parliamentary committees, The P.R.O., it
was surprising to find, was not even shown the report of the Estimates
Committee on the Enterprise. ,
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The strength of a P. R. department is also governed by
the fact that whether an enterprise is utilising the services of
outside agencies for specialised work, e.g., a large number of
public enterprises make use of the services of publicity and
advertising agencies! for expert help in designing, printing,
layout etc. of their publicity and P. R. material, But there
is no specific policy in this regard.2 The policy of the British
Atomic Energy Authority to contract out as much work as
possible regarding publicity (film production, exhibition, design
and printing of publications etc.) is worth emulating. This
practice permits fluctuations in the work of the department
to be absorbed without disturbing the staff structure.

The financial allocations to a P. R. departmcent may
also reflect its relative Aimportance.~ A corrcet picture, however,
may not be available as the statistical information in this
behalf lacks a uniform basis. The P. R. work might be
distributed over various departmcnts and its exact coverage

dlﬁ'ers» {Eqr_n enterprise to enterprise. .It, for example, partly
or' fully covers cxpenditure on Sales publicity in some cases.
In others, there is no specific budget for the P. R. department
as such. Existing P.R. allocations are shown in Table II, page 10.

The salary paid to the P. R. chief and his placc—formal
and informal—in the organisation may, to some extent, be
indicative of the place and position of public relations in the
organisation. As Table II indicates, half of the P.R.
chiefs arein the middle or Jower management cadres. Only in
13 cases (including four in Railways) they are in the pay scales
upwards of Rs. 1,000 per month, and these can be considered
as belonging to the senior management level.

Direct access of the P R. chief to the head of the
enterprise is helpful in carrying out the P. R. work effectively.

1. The use of Government publicity organs is reported to be made
in two cases. The C.W.C. makes use of the services of the
Directorate of Audio-Visual Publicity, and the Indian Rare Earth’s
publicity is largely through the Director of Commercial Publicity,
Ministry of Commerce, Government of India.

2. Here it is interesting to note the experience of the Andhra Pradesh
State Road Transport Corporation which found that a full-fledged
organisation for public relations would be too costly at the present stage
and therefore engaged the scrvices of a reputed advertising firm ‘o
assist the Corporation in planning, formulation and execution of
public relations and publicity programmes,”
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Such "an access, to some’ extent, also makes up for his low
position in the administrative helrax;c__hL Only in 8 cases the

- R. Os. arc reported to have a dircct access to the top man.!
Dlsewherc, it is through an intermediary or not at all. His
relative lower position in terms of salary should not bar his
having a direct approach to the top man. His is a <“staff”
function and the rules applying to the “line” personnel should
not apply to him. In this connection it may also be obscrved
that the Information Officers in various Ministries, though in the
salary scales of Rs. 750-1250, hLave dircct access to their
Ministers and Secretaries.

It may be relevant to consider here the designations
given to the P. R. chiefs. Except in Indian Railways, which has
a “Joint Director Public Relations”, and the Fertilizer Corporation
which has a “Public Relations Adviser”, in most other cases,
the P. R. chief is simply called P. R. 0. Inthe N. P. C. C. he
is designated as “Information Officer”, and in the D. V. C. as
“Chief Information Officer”. If the status of the P. R. chief is to
be reflected in his designation then the omnibus title “P. R. 0.2
could be changed into ““Chief P. R. Division”, where the P.R.
department is sufficiently big, or where the P.R. chief holds
a high position in the organisation.? Where there is more
than one P.R. O. as in the Hindustan Steel, the P. R.O. at
the centre could easily be called “Chief P.R.0.” The title
“Public Relations Adviser” is also appropriate as the functions
of the P. R. O. are basically “staff”’ or advisory. In some cases, in
India and abroad the designation is «Public Relations Manager.”
This too seems to be appropriate.

Unfortunately, the term public relations has acquired
a somewhat unplcasant flavour. The same applies to the
appellation P. R. 0.4 Somechow, it is thought that a P. R. O.

1. In many cases direct sccess to the chief was reported to exist in
practice, though the same was not formally recognised.
2. The term P.R.O. it would be noted, does not indicate the level
at which the P, R. work is dono in the organisation.
3. In Hindustan Steel, the P.R. O.'s name is shown along with other
chiefs of divisions in the Annual Reports of the Enterprise.
4. How the term public relations is generally misconceived was brought
out recently in an article by a P. R. practitioner. He said : “There
is little in our name to avert considerable management and publie
(Continued on page 17)
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is one who gets things done and who does not very much
care how he goes about it. This, no doubt, is a distorted
picture, though it cannot be said that the means employed
are always above board. In any case, there is little sense in
quarrelling with the terms ¢public relations” or “P. R. 0.”
All that can be said is that public relations men themselves
by their conduct can alter the present image in the public mind.

Organisation of P. R, Departments

The P. R. departments in general are too small to merit a
consxderatlon of their ~organisation. No P. R. department had
a formal orggmsatlon chart,! nor could it provide one on on_tho
Ti'ﬁé?of the Atomic Energy Authorlty (U.K), whlch 1s reproducea
us Annexure I to this Chapter.

The Indian Railways has a Joint-Director o ublic,
RelatTons ‘at_the centre. He is assnted by _a_Deputy and an
“Assistant Dlrector In cach of the seven zones_ there is a
P.R.0. whois r responsnble to his Semor D__puty General ] Manager
and performs his duties with ample frecdom.s , He, however, keeps
the centre informed of his activities by sending monthly reports.
The centre guides and co-ordinates the work of the zonal P. R. Os.

where matters of all-India importance are involved.

The Hindustan Stcel has a P.R. O. at the headquarters
and threc P.R. Os. at thethree plant sites—Bhilai, Durgapur
and Rourkela. Conceding the need for sufficient autonomy
for local wunits in such a situation, the headquarters would
be expected to co-ordinate the activities of the units so as
to present a unified picture, and to effect economies in regard to
common services. In practice, however, the P. R. departments
at the three plants work as completely independent units.
This may mean a loss of a consolidated image of the enterprise ;
while the names Durgapur, Bhilai and Rourkela may stick in

(Continued from page 16)
skepticiem regarding our motives and actions. In popular thinking,
public relations poople are essentially mercenaries, hired propagandists
commissioned to put over a product or an idea regardless of its
merits”’. ¢Public Relations—a Mis-Nemed Speciality”, by Davis
Gordon, F., Public Relations Journal. New York, September, 1964, p. 8.

1. Lately, information has been received from the D. V. C. in this
regard. This has been reproduced as an Annexuro II to this
Chgpter,
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the public mind, the Hindustan Steel, as such, is pushed
into the background. May be, the plant General Managers
want to be autonomous or the headquarters does not make
itself sufficiently effective. While there is nothing wrong in auto-
nomous functioning, at the same time in matters of common
interest a unified approach needs to be worked out.

The Fertilizer Corporation also has P.R.Os. at Sindri,
Nangal and Trombay, where the units are located. They are
under the direct control of the local General Managers and have
full autonomy in local matters, but their activities are co-ordinated
by the head office? which regularly receives reports and diaries
kept by them. The head office, in turn, keeps the units informed
in respect of its policies and programmes and renders such help as
may be necessary.

The Hindustan Machine Tools has a Publicity and Public
Relations Manager at the head office with a nucleus staff. There is
one Assistant P. R. O. each, directly responsible for P. R. work,
at H. M. T. (I) and (II), Bangalore, H. M. T. (III) at Pinjore
(Punjab), H. M. T. (IV) at Kalamassery (Kerala), and H. M. T. (V)
at Hyderabad. A P. R. Assistant looks after the P. R. work
at the H. M. T. Watch Factory, Bangalore. These assistant P.R.Os.
at the Plant site could release news items regarding production,
visit of V. I. Ps., and social functions. All policy statements and
items relating to over-all production of H.M.T. etc., are dealt with
by the head office. Display advertising is centralised at the head
office, though individual units can make recommendations to
the central office in this regard. Publicity relating to functions
like inauguration, commissioning of a project etc. is co-ordinated
by the head office, with the co-operation of the local P. R. Os.

Organisation of the P.R. department in the L.I.C. is
different from others., There is a Public Relations Committee
comprising the chairman and two members of the Board. It is
not known why the P.R.0., who is a senior official, is not a mem-
ber of the Committee. At the headquarters, the P.R.O. is assisted
by two officers, one incharge of field publicity and the other of

1. Unlike the Hindustan Steel where there is no co-ordinated house
magazine, the F., C. I, headquarters publish “F. C. I. News” which
covers all its plants located at various places. This, however, doos
not preclude the publication of news bulletins or house magasines
at the local level, ‘
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editorial work. In each of the zones, the “Assistant Secretary—
Training and Publicity’’ looks after local problems of public rela-
tions and keeps the Central Office informed of P.R. requirements
in his respective area. However, all the publicity and press rela-
tions are handled centrally.

The P. R. work in the Oil and Natural Gas Commission
is widely dispersed. It is looked after by three different officials :
a publicity officer at the centre is mainly responsible for all
publicity and press relations and the house journal, the P.R.O. at
the operation site conducts tours for visitors and looks after
local press relations; and an exhibition officer is responsible
for arranging participation in various exhibitions in India and
abroad.

“«Public Relations Department” is the most common
nomenclature given to the section carrying P. R, work. In the
D.V.C. it is called “Information Department’,?! in the N.P.C.C.
“Information Cell”, and in the I.A.C. “Publicity Department’. The
nomenclature is suggestive of functions of a department. It may,
however, be noted that the scope of public relations is clearly
wider than merely supplying information or publicising the
enterprise. It is to create a favourable image of the enterprise
and to communicate back public reactions to its policies and
programmes. The P.R. work thus covers a much broader field,

Qualifications and Responsibilities of P.R. Chiefs

The most common qualification of a P.R. chief is jour-
nalistic experience. At least in 13 cases out of 25, P.R.Os. were
reported to have had experience of journalism. It is largely so
because of the emphasis on press relations in the P.R. work, In
actual fact, however, public relations work goes much beyond
T 3 .
maintaining good press relations. A P.R. man has to be wide

1. The D.V.C., as in many other matters, draws its inspiration here from
the T.V.A. which makes a clear distinction between P.R. work and that
of supplying information to the public. In the view of the Chief
Information Officer of the T.V.A.: “in contrast to the conception of
public relations involving promotional, selling and advertising activi-
ties, the public relations operation carried out by the T.V.A. is designed
to provide the maximum factual information to the public about the
T.V.A.’s obligations. This is a part of the T.V.A.’s obligations to make
readily available to the public full and accurate information concerning
the T?V.A ., its work and policies.”
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awake about the image and impact of the total personality of his
organisation on the outside world and has also to_ keep in touch
with various “publies”.

A journalist may be a good P.R. man but there is no
direct correlation between the two. There scems to be no reason
to confine the choice of P.R.O. to a journalist only. It may be
noted that except in one case, no P.R. chief had any formal
qualification of public relations ; and but for two cases, none of
them had any previous experience of P.R. work. The previous
experience was in the Press Information Bureau (P.I.B.) (2 cases),
Government of India (13 cases), and sales promotion and adver-
tising (4 cases). Technical knowledge of the industry was also
mentioned as a qualification in 3 cases. In two cases retired
army officials have been appointed as P.R.Os.

Mostly the P.R. chiefs hold permanent posts in the
enterprise. Only in one case he belongs to the Industrial Manage-
ment Pool and in two cases the appointees are deputationists—
one from the Ministry of Information and Broadcasting and
another from a college. In another instance, the P.R.O. is on a
contract for three years.

All such arrangements, as indicated above, would stand
in the way of organising P. R. departments on a sound footing.
The position is particularly bad in the case of Railways and the
Central Warehousing Corporation.! Here the P.R.Os. are officers
of the P.1.B., Government of India.2 In the former case he is a
Deputy Principal Information Officer and in the latter an
Information Officer. Both these officials sit for a part of the day
in the P.I. B. Office to meet the Press. This practice would mean
a change of the P.R.O. with every reshuffling of work, promotion
or transfer of the P.IB. offictals who are with the enterprise. It
would definitely be in the interest of the enterprise to have a
P.R.O. who is on its permanent staff.

The present Study shows that apart from the general
.gupervision and responsibility for the PR. degartmenbm—R
chief looks to the prcparatlon of news releases, helps in orgamsng&

adwlductmg press confercnces and attends to the Press, . _He

1. This Corporation has recently abolished the post of P.R.O.
2. It may incidentally be noted that the Government recovers the salary
and other establishment expenditure of these officials from the enter.

prise with whom they serve.
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is also responsible for all types of publicity, including radio talks,
films, exhibitions etc. Only in two or three cases, his help is
sought in the preparation of Annual Report of the enterprise.
In enterprises having a house magazine, he edits or supervises
such work. In one case, his duties were stated to be ““developing
contact with the Government departments and leaders of publio
opinion and of keeping them informed about the progress and
problems of the enterprise.” Only in few cases, P.R.Os. partici-
pate in the activitics of the local cultural and social organisations,
towards making the enterprise and its point of view known to the
people around the enterprise.

lThe P.R.O. also communicates to the management reactions
of the various publies to the policies and programmes of the enter-
prise largely through circulating newspaper clippings to the top
managemcnt.\Except in two or three cases, no wider dissemination
of the news covering the enterprise is done by preparing daily,
weekly or fortnightly news summaries. Also, opinion surveys
have not been conducted in any enterprise.

In all cases, the P.R.O. has a general duty of looking
after the visitors to the enterprise, and depending upon their
rank and status, he arranges for their being taken round. In the
Air-India, the P.R.O. also serves as a Protocol Officer of the
Corporation in regard to dignitarics travelling by Air-India. In
the Minerals and Metal Trading Corporation also the P.R.O. is
responsible for entertaining foreign missions with the help of a
Protocal Officer. In tkis case, the P.R.O. is also responsible for the
staff welfare activities with the assistance of the Welfare Officer.
In a few other cases, the P.R. chiefs arc responsible for social
and cultural activities in the township of the enterprise. In some
enterprises, the P.R.O. has been given an overall responsibility
for all paid advertisements of the enterprise. This is expected
to help him in securing benefits arising from co-ordination of
work, and the indirect benefit of strengthening his hands while
dealing with the Press.!

1. The L.IC., however, eschews this approach completoly., It says:
“Time and again thero have bLeen suggestions that the Corporation
should make use of the lever of press advertisements patronage for
ensuring that criticism of Corporation’s work is minimised. This
approach has been rejected and to avoid the danger of such an approach
militating against both the ethics and the needs of the Corporation,
relations with the press are maintained at high level.”
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Aims and Objectives of Public Relations Departments

What the P.R. function entails is not always clear. In
many cases the P.R. department is created for it may be consi-
dered “fashionable” to have one. The area of operation of the
public relations in an enterprise generally varies with the persona-
lity of the P.R. chief and the correct ideas of management regard-
ing public relations. Replies to the question regarding the aims
and objectives of P.R. departments, given below in brief, provide
a variety of approaches, a large part of which is dictated by the
nature of the enterprise, the training and approach of the P.R.
chief, and the outlook of the top management.

Air-India : To see that all the policies and actions are clearly
identified with public interest to achieve public
understanding, goodwill and acceptance.

Bharat : To create an awareness in the public mind of the

Electronics  activities and achievements of the company and
the important place it holds in the economic life
of the Nation and in the area of defence.

Bharat : To keep the users of products informed of the

Earthmovers activities of the Company and the progress made
from time to time, and to project the objects and
schemes of the Company to interested parties.

cw.cC. : To get the publicity material printed through
D. A V.P. and its distribution to Central
Warehouses.

D.V.C. : To disseminate knowledge about this Project and

other usual public relations work.

Fertiliser : To inform the general public about the various
Corporation  activities of the Corporation. To interpret the
policies and to explain difficulties and problems
facing the management and efforts made to solve
them. \T'o project an image which would command

confidence and respect.

F.F.C. : To acquaint thé public with policies and proce-
dure (regarding loans) followed by the Corporation.

Heavy Elec- : To project a correct image of the Company and
tricals highlight its significance and contribution in the
national economy. To launch sales promotion

campaign through all available media for buildin g
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up goodwill and boosting up sales of the products
of the factory within the country at present and
in foreign countries in future.

Hindustan : To project a good image of the Organisation

Insecticides  effectively. To develop contacts with important
groups of public and the Press and put forth for
information activities of the Company. To deve-
lop contacts with ecducational institutions parti-
cularly technical institutions, and explain the
functions of the Company and job opportunity
for talented studentsin the Company.

Hindustan : To project a favourable image of the Company.
Steel To publicise the activities and performances of
H.S.L. so as to convince the public that the
enterprise as a large public sector undertaking
has in various ways fulfilled the expectations of
the nation.
Neyvels : To give wide publicity for this Project.
Lignite

The correct approach towards public relations would not
only be to communicate about the enterprise’s activities and
to present its proper image, but also to interpret the public’s
reactions to its policies and programmes.! This two-way communi-
cation has special significance inasmuch as it helps management
to streamline its policies and actions so as to secure public appro-
val, This is all the more important in an organisation which
thrives on public support. The objectives of the public relations
of the L.I.C. are stated to be to make the L.I.C. known to the
people and to tell them how it serves them, and is to find out
how the people feel about the L.I.C. This deserves emulation by
others.

It is important to note that most enterprises could
not reply satisfactorily to the question : How did they ensure to
get public reactions to their policies and programmes ? Some
enterprises admitted that no attempt had been made by them

1. In the Central Electricity Generating Board (U.K.), the objectives of
the public relations department are: ‘“Assossing and advising on the
opinions and reactions of the public to the Generating Board’s policies
and activities, and interpreting to the public and emplcyees the Board’s
policies and actions’,
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to assess public reactions ; others said that the objective was
accomplished through Press and personal contacts. Still others
thought that they got round the problem by circulating their
Annual Reports, ncws letters ecte., and through public visits
to their plants. Two or three enterpriscs propose to undertake
opinion surveys for this purpose.

A clear statement of the scope of the P.R. depart-
ment’s work is important. The management would then be
in a position to know as to what it expects from its P. R.
department, and this would provide the P. R. department itself
with clearer lines of action. Public relations should in fact
cover all facets of the enterprise’s activities where it comes
in contact with the public. There are those who buy its
products or services, then there are its dealers or suppliers,
and the community around the plant. There are also the
members of Parliament and, of course, the public in general.
An important segment of the public from the P. R. point of
view is constituted of the enterprise’s own employees. In
practice, however, the P. R. departments operate in only a
limited field : largely, they are centres of disscmination of
information regarding the policies, programmes and working
of the enterprise. No specific attention is paid to relations
with various publics as such.

Relations with various publics

(2) The Legislature

For public enterprises, perhaps the most important
and most difficult “public’’ is the legislature. Opinions expressed
by the legislators—in the Centre and in the States—must
command the greatest attention and care. Also, it has to be
seen that a proper and adequate account of the situation is
provided to them in order to avoid uninformed and unjustified
criticism on the floor of the legislature. Public relations in this
respect has a specially difficult task to perform, for there is
a constant risk of the P. R. work being misunderstood by
the Government as well as by legislators. The fear, however,
is somewhat misplaced. Because of separate legal entitics and
specified responsibilities of public corporations and Government
companies it is obligatory on them to hold their own rather
than abandon the responsibility of public and parliamentary
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opinion to the Government. The P.R. work is not canvassing
for a particular point of view : it is to keep the legislators fully
posted with facts so that it is possible for them to reach a balanced
and unbiased judgement.

Almost the only medium utilised by the public
entcrprises to acquaint M.Ps. of their working is through
sending them their Annual Reports. Even here, only about
15 enterprises scem to be following the practice. Others send
a limited number of copies to the ministry and to the
Parliament Secretariat for being distributed to M.Ps. Members
of the state legislature, cxcept ministers and a few selected
members, are not generally supplied with the Annual Reports.!

The public cnterprises expect that the legislators
would visit them and get acquainted with their working ; but
the initiative here isleft entirely to the legislators. No specifio
attempt is made to attract them to the plant or to acquaint
them with its working. The visits of the Public Accounts
Committee, and of the Committec on Public Undertakings are
considered sufficient to maintain contacts with M. Ps., in most
cases. Some enterprises also invite legislators to inaugural
and other similar functions organized by the enterprise.

(b) The Consumer s

-

Relations with consumers are of paramount importance
for any business organisation. For not only the success but
the very existence of an enterprisc depends upon the buyers
of its prodacts and services. Good consumer relations aim at
fostering favourable customer attitudes towards the organisation
and its products, and handling with promptness and integrity
enquirics, complaints, suggestions and reactions of the custo-
mers. The findings of this Study show that P. R. departments
do precious little towards maintaining and improving consumer
relations.? The function is somehow considered to be one

1. It is felt that the Centrally owned public enterprises in various
states do not always give sufficient attention to maintain and
develop relations with state government officials and local politicians.
And this sometimes causes difficulties in matters where the local
authority’s or the state government’s co-operation is needed.

2. The P.R. department of the Hindustan Steel Ltd. arranges conduc-
ted tours for steel stockists and big consumers of steel.
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exclusively belonging to the sales or marketing departments.
The position is different only where P. R. departments also
look after the sales side of the business, or are directly connected
with the sales departments.?

'6) The Community

! The word community here means the people living
around an industrial establishment. Community relations aim
at convincing the people that the enterprise is an integral part
of the community. An enterprise should try to prove to be
a “good citizen” and should seek to create a good impression
in the community by informing the community about itself,
about its products, policies, operations and the way it looks at its
social responsibilities. The enterprise can participate in commu-
nity affairs, It can extend facilities for community activities,
for example, by allowing the usc of its premises, auditorium,
club etc. It can organise prize contests, assist local organisations,
provide for some cntertainment, organise public visits to plant,
and take an active part in educational, cultural and philanth-
ropic activities. No detailed information in this regard could
be’ obtained.| But the replies to the questionnaire show that

very little, if any, attention is being given to community
relations.

(d) The Employees

Outsiders generally judge an organisation by the
people working in it. This applies more particularly to a
service organisation, where the general public at times identi-
fies the employecs with the organisation. In this respect, the
staff’s point of view should be found out, and the staff should
be kept informed on all matters of concern to it. An endeavour
should be made to foster pride among employees about the
enterprise. Employees who know their enterprise and like it
would radiate its goodwill in their contact with the outsiders.
Questions of petty jurisdiction, that is, where and how responsi-
bilities should be shared by the public relations and the personnel

1. In the Heavy Engineering Corporation, e. g., the P. R. department looks
after the marketing function also. In Mazagon Dock, the Commercial
Manager looks after public relations. In Air-India, Heavy Electricals,
Bharat Earth Movers and Bharat Electronics the P,R. chief reports
directly to the Commercial Marager.
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department, should not stand in the way of achieving these
objectives. Generally, employec relations is not the responsi-
bility of the P. R. department, but inmany cases this depart-
ment looks after the staff welfare work.

It is found that very few enterprises make a conscious
or systematic effort to make their cmployees public relations
minded. The replies to the question as to “the steps taken
to create public relation consciousness among the employees”
show that this aspect is not attached any importance and an
easy presumption is made that the employces would automatically
or intuitively be careful about public relations. A few typical
replies, produced below, would substantiate this point.

1. «The members of staff have been instructed by the Chair-
man of the Corporation to show utmost regard, courtesy, help and
co-operation to the public.”

2. “The necessity for projecting a healthy image is impressed
on all members of the staff during periodical meetings and
discussions,”

3. “Lectures on public rclations are included in training
programmes, The P.R.O. mcets officers and staff in all the
branches and talks to them on the P.R. activitics.”

4. <All our officers have instructions to mainta'n co-operation
and cordial public relations.”

5. «It is ensured personally by various Heads of Departments
that visitors are properly attended to.”

6. (/) “Seminars are organised from time to time for the
purpose. (i7) Through the house journal of the enterprise.”

7. “Through Weekly Newsletter, posting the officers with
the reaction of the press and the public, and by arranging talks of
experts and dignitaries.”

8. «Staff is P. R. conscious.”

9. «“By giving them necessary training before appointing.”

10. ¢<By periodic issuing of circulars, talks, and conferences.”

11. «Advice is occasionally issued to different departments
dealing with public on certain norms of behaviour.”

(e) Other Publics

Public relations would cover various other segments of
the public, such as dealers and suppliers of the enterprise, and
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the public in general. The role of the P, R. department in
regard to the supplier and dealer relations is controversial. In
practice also nothing is done in regard to them. The P. R. man
is, however, clearly responsible to keep constantly in touch with
the public in general : to inform it about the enterprise and, in
turn, to convey its viewpoint to the management.

Tools of Public Relations
{a) The Press

/ The Press is the single most important medium of
communication with the public: so much so, thatit is some-
times considercd synonymous with public relations as a whole.
The P. R. Os. naturally direct their encrgies in main to build
good liaison, formally and informally, with the Press. Such
relations usually take the form of issuance of press notes
fmd organising press conferences. Rejoinders to and explanations
of letters cte. appearing in the Press are also used as means
of enlightening the public about the entcrprise’s views on specific
matters. The P. R. O. is generally directly responsible for the
press relations, though he has to function under the supervisior}_
of some top official. The extent of this control varies from
unit to unit.

A regular and systematic flow of carefully prepared
press releases is perhaps the best way of keeping the people
informed about the enterprise. All aspects concerning production,
sales, expansion programmes, achievements of targets, develop-
ment of new products, etc. can be publicised through this medium
inexpensively and conveniently. Not many public enterprises
try to keep themselves in news. Most of them may have
perhaps not much to talk about, but if and when an oppor-
tunity arises, it should not be missed. Only 24 cnterprises
are known to have taken recourse to press notes, which run
into half a dozen or so in a year. Preparing a press release
is an art of saying the right thing at the right time, and
hence should merit due attention. It may incidentally be noted
that, on the whole, the public enterprises are satisfied about
the coverage and prominence given to their releases in the
Press.

Press conferences help in disseminating information on
important issues and also bring the Press in contact wit
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those responsible for shaping the policies of an enterprise.
Twenty enterpriscs hold press conferences at least once a
year ; some do so more than once, depending upon their needs and
circumstances. The occasions for thesc generally are : release of
the Annual Report, launching of fresh production programmes,
signing of collaboration agrcements, visits of dignitaries ét
In the last mentioned case, the Press may not so much be invited
formally, but the Press party attached to the diffitary is
given an opportunity of meceting the senior officials of *the
enterprise. Organising a press conference involves considerable
planning and ecfforts on the part of the P. R. department.
Such conferences are usually addressed by the chief executive
or some other senior officer. Entertainment which generally
follows provides an opportunity for informal discussion and
improves mutual understanding.

Press relations also entail winning the support and co-
operation of the Press. Constant personal touch with the
editors and special correspondents of newspapersis considered
necessary to provide them a complete background before they
write for the Press. And here informal relations are of crucial sig-
nificance. The P. R. Os. attach much value to these relations and
try to develop them as much as possible. Healthy informal
relations arc found to have helped in taking the sting out of some
press reports. It is generally felt that it pays to take the
Press into confidence, and more often than not this confidence
is not betrayed. However, some P. R. Os. were of the view
that the Press should be talked to only on ¢“busincss”.
Instances were quoted where information was misinterpreted
in order to secure news. On the other hand, cases are also known
when informal relations with the Press were misused by the
enterprise.

Only when items published in the Press distort facts
or misrepresent policy, rejoinders are issued by the enterprise.
The opinion in this behalf is that since rejoinders often lead
to public controversies, resort should be taken to them only
sparingly. The wisdom of this approach may be questioned.
The P. R. Os. should not try to wink at what is being said
about the enterprise only because it is a good defence strategy.
The public enterprises should, instead, face their responsibilities
squarely and boldly. Evasive techniques in the long run may
do moré harm than good.
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Most enterprises do not show sufficient courage in
going out at their own initiative to meet the Press; they
just wait for the Press to take interest in them. Sufficient
recognition of the fact that the Press is always looking for
the news and anything wlich has a news value is welcome to
it, is lacking. Also, if the Press is fed with news and views
on a regular basis there would be little room for misinformed
criticism or half-baked stories.

Some P.R.Os. fclt that by inspiring editorials publie
enterprises could get a very effective and inexpensive publicity.
This, they think, is possible through informal contacts and
personal relations. Others, however, felt that inspiring editorials
one way or the other amounts to impinging on a precious value
in a democratic society, viz., the freedom of the Press,

In some cases, feature articles appear in the Press,
particularly in the financial Press. Some important enterprises
get supplements issucd on special occasions. These may be
initiated or aided by the enterprise. Senior officials in such a case
can be requested to contribute articles etc. i

(b) Advertising

. Public relations deals mostly with prestige or institu-
tional advertising and not with product advertising undertaken
to boost up sales.! It is necessary that people be constantly apprised
how public enterprises help the economy to develop and
thereby directly contribute in improving standards of well being.
Also, that they foster values and support objectives which the
country has placed before itself. Institutional advertising would
thus constitute an important plank of public relations.

Very few enterprises have a separate budget for institu-
tional advertising. Such matters are decided purely on ad hoc
basis, depending upon the resourcefulness of the P.R.0. and the
consciousness of the management. The idea of ‘‘selling” the
institution, and evcntually the whole public sector, apart from
the sale of the goods and services, has not been driven home
clearly to the management. Since many public enterprises under

1. Prestige advertisement in so far as it familiarises the name of the
enterprise and builds confidence in it, helps to enhance the goodwill
of the firm, This indirectly and in the long run very much hblps the
selling process.
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study would, due to various reasons, find it difficult to justify
themselves solely on grounds of profitability, they should lay
stress on other sides of their achievements in a systematio and
planned way. In all, 19 enterprises are reported to have
resorted to prestige advertising in varying measures and degrecs.
Prestige advertisement deserves more attention than has hitherto
been given to it.

(¢) , Radio

Radio is becoming increasingly an important medium of
communication. From the public relations’ viewpoint, however,
it is not being put to much effective use. The All India Radio
covers public enterprises in news and other featurcs as often as it
deems nccessary, depending upon the availability of news-worthy
material. The A.I.R. undoubtedly does some publicity for publio
enterprises: whenever important developments such as the setting
up or commissioning of an enterprise takes place, or when some
significant target is achieved, the news is broadcast. Similar pro-
minence is not always given to the developments in the private
sector. Talks, interviews, etc. are also arranged much oftener in
respect of the public than private enterprises.

The use of radio is being made in one or more of the
following ways: (ﬁ/ Talks, (b) Newsreels, (c) Discussions with
public enterprise " officials, (d) Documentaries, (e) Feature pro-
grammes, and (f) Specialised programmes, such as for labour, for
universities, and for industrial workers, Participation in the prog-
rammes is generally at the top management level. Only in few
cases are the P.R.Os. reported to have participated.

The number of times an enterprise is put on the air
differs from unit to unit, depending upon the availability of news-
worthy material and other relevant considerations. Except in one
or two cases, enterprises have not gone on the air more than once
or twice in a year. Most of the public enterprises have done
little on their own to find a place in the A.LR. programmes.

There is no reason why public enterprises should not give
greater attention to the A.L.R., which is not only a powerful
but also a free medium of publicity. A systematic and sustained
effort is, therefore, called for towards cultivating the A.LR.
go that greater and more frequent use of its various stations be
made. It is wrong to think that radio facilities should be sought
only to afnounce something startling. Problems, policies and
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objectives of public enterprises could be discussed with advantage.
For example, the General Manager of a public enterprise gave a
talk about how public enterprises have special difficulties to face
as compared to private enterprises. Closer contact between the
P.R.Os. and the A.I.R. officials is bound to prove fruitful.

(d)  Films and Slides

In Indian conditions films can be specially useful and
valuable for publicity. They constitute an effective medium
of communication inasmuch as they entertain and also create
more lasting impressions. Public enterpriscs have paid scant
attention to this mediumn.

Most films are produced at the instance of the Films
Division of the Ministry of Information and Broadcasting. An
enterprise finds a place in such features only when it has some-
thing news-worthy to offer. Of course, sometimes the coverage is
done as part of the Ministry’s obligation to publicise the Five-
Year Plans, In most cases, the initiative for inclusion in the
film-making programme has bceen left to the Films Division, and
the enterprises only co-operate whenever asked to do so.

The enterprises have not, by and large, produced any
film on their own. This was largely attributed to lack of funds.
But Dbasically it is a matter of carrying conviction with the
management. The L.I.C. has prcduced over a dozen films mainly
toaugment the sale of its policies. The D.V.C., the three Steel
Plants of the Hindustan Steel, and the H.E.C. have film units as
part of the P.R. departments and have produced a few 35 mm
and 16 mm documentaries. At least some among the bigger
enterprises could produce full-length feature films for displaying
to visitors and for lending to educational, social and cultural in-
stitutions. But in most cases it is not ro. Films have not been
produced even for the purposes of training the technical personnel.

Some enterprises, for example, the Central Warehousing
Corporation, the National Small Industries Corporation, the
Employees’ State Insurance Corporation use cinema slides to
advertise their products and services.

(¢) Exhibitions
/" Exhibitions can be highly educative; more so in the case

of industrial enterprises which can be put on a live display through
models, photographs and other exhibits. A large number of
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public enterprises participate in local, national and international
exhibitions either to advertise their products, or to popularise
their names. There seems to be no specific policy regarding
participation in exhibitions, the decisions are largely ad hoc.

The participation in local or regional fairs and exhibitions is
on a limited scale and seems to have been actuated more by
prestige than any other consideration.! Of the national exhibi-
tions, the most important in recent years was the Indian
Industries Fair, New Delhi, 1961, in which about 25 public enter-
prises participated. However, it has not been possible to judge
the effectiveness of these participations from the public relations
or sales point of view.

The participation in international exhibitions (including
trade fairs) is more frequent and the number of enterprises
taking part is also large. The Exhibitions Branch of the
Ministry of Commerce and Industry arranges participation of
Indian industries in these exhibitions. The figures supplied by
this department show that out of 13 ecxhibitions in which
India participated (some of these were organised by India) during
1961—only in 3 cases were public cnterprises represented by
18 units in all. In 1962, out of 13 exhibitions, public enterprises
took part in 5 and were represented by 23 wunits in all.2
Some enterprises took part in more than one exhibition, with
the result that total participation in two years was shared by 13
enterprises, with 6 of them participating in as many as 5
events each. .

For participation in international exhibitions the Govern-
ment meets a part of the expenditure., It has not been

1. Some examples of such participation are:the Indian Refinery parti-
cipating in the Industrial Fair, Jorhat, Assam, 1961, and in the
Indian National Congress Exhibition, Patna, 1962 ; and the H.E.C,
participating in an exhibition organised by the Bihar Government in
1962, and in the Jagannathpur Mels, Ranchi, 1962.

2. The figures pertain only to the public enterprises under study, and do
not include various departmental enterprises and other Government
agencies which participated therein, It may further be noted that the
figures given here are those supplied by the Exhibitions Branch of the
Ministry of Commerce and Industry. The information obtained from
the public enterprises in reply to the questionnaire revea'l?d that
some enterprises which took part in international exhibitions are
podincluded in the list supplied by the Ministry.
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possible to ascertain the effectiveness and usefulness of such
participations either in terms of increased sales or in other
respects. It was, however, gathered from the officials responsible
for thesc exhibitions that the enthusiasm shown by the public
sector enterprises was much less as compared with the private
sector enterprises. It is also noteworthy that though some of the
trade fairs were of a technical nature ‘“none of the public
sector enterpriscs deputed its technical personnel to any of
the fairs/exhibitions” during the two years.

(f) Visits to Plant

Open houses or plaut tours are well-recognised instruments
of public relations. Plant tours could be arranged for the
families of employees, customers, suppliers, opinion leaders (such
as Members of Parliament), educational institations and for
public in general. These tours give a sense of identity to the
visitor and add to his understanding of the enterprise. In practice,
however, persons are seldom invited to visit the plant in any
planned way. Only those who choose to come on their own
are provided some facilities.

Since the late Prime Minister Shri Jawaharlal Nehru
referred to the public sector projects as places of pilgrimage of
modern India, greater public attention was drawn to them.
As most public enterprises are doing something out of the
ordinary and on a grander scale, they attract attention and
serve as symbols of hope. As the whole nation feels a sense
of proprietorship and is interested in knowing about them,
they are expected to keep their doors open to almost everyone
who cares to have a look at what they are doing. This is
advantageous only to a point; beyond that, plant tours of
large number of persons, dayin and day out, result in wastage
of valuable time, distract workers’ attention and hamper work.

The number of persons taken around the plants is quite
large. For many big manufacturing public enterprises it ranges
between 15 to 20 thousands per year. The problem of showing
around V.L.Ps. is somewhat more difficult.? In - many public

1. The quotation is based on an enquiry made from the Exhibitions Branch
of the Ministry of Commerce and Industry.

2. In some cases the P.R.Os. complained that they have too little time to
attend to their desk work. For 38 to 4 days in the week they are busy
accompanying V.I.Ps, visiting the plant.
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enterprises the number of V.I.Ps. visiting the plant every ycar
runs into hundreds.

Looking after visitors to the plant forms an important part
of the P.R. work! in most of the enterprises.? In some 10 cases
the work of showing the visitors around is done by the staff
appointed specifically for this purpose. This staff is generally
of junior rank and its number differs according to requirements.
In a majority of cases, however, the persons to show the
visitors around are pulled out from various departments
including the P.R. department, depending upon their availability
and the status of visitors. Some enterprises have fixed hours and
days for this purpose but most enterprises prefer any time during
working hours, fixed through prior appointment. In some cases,
where time and days are fixed these are not often observed in
practice. Enterprises do not consider it good public relations to
disappoint persons coming from distant places to visit their plants,
without giving prior intimation of their arrival.

The machanics of showing people around requires some
attention. Impressions formed by visitors not only last
long but are conveyed to others as well. Courtesy is the first
requisite. But the-visitor has also to be educated about the
enterprisc—its history, development, achievements, problems ete.
A brief informative talk at the commencement of the tour
and an opportunity to ask questions at thc end may prove
uscful. A well-produced booklet or brochure containing important
facts and photographs about the enterprise could, with advantage,
be given to the visitors. Booklets or pamphlets for specialised
public could be separately prepared. Where the Project is spread
over a large area, some conveyance to show the visitors
around would be welcome. Only a few enterprises attend to
these details. '

Of the non-industrial enterprises, only the State
Trading Corporation claims to “encourage visitors in groups
to its offices to know about it.”” But how this process actually
takes place is not clear. Another non-industrial organisation,

1. In Hindustan Aircraft, the public relations department does no other
work except taking people around. There is & soparate department for
publicity work. .

2. Because of the Emergency public visits have either been stopped or
curtaile.d in most cases.
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the Employees’ State Insurance Corporation, feels that “the
public in general as such do not take any interest in the
activities of the Corporation.” Whether it is the Corporation
which is responsible for this alleged lack of interest, or the
public, is a different matter. In the D.V.C., guest houses are
maintained at all important work sites. Thousands of visitors
who come to see the D.V.C. installations are looked after and
shown around by P.R. assistants at the sites.

(9) The House Magazine

A house journal is largely intended to create a sense of fra-
ternity among the employees of an enterprise. As an organisation
grows in size, it becomes more and more difficult even for
those who are working in it to be fully familiar with its
policies, programmes and day-to-day developments. The house .
organ provides a link between the employees and the organisation,
and the employees inter se,

As listed in Table III below, 22 enterprises have house
magazines or newsletters published periodically. In the Rail.
ways and the Hindustan Steel, each of the seven zones and the
three plants respectively, have separate magazines. In the L.I.C.,
not only all the zonal offices, but some divisional offices alzo
publish their own journals,

TABLE III

Showing details of house journals of public enterprises

Name of the Name of the Duration of Pages Price
Enterprise Journal ts8ue (Appro-
ximate)
1 2 3 4 5

1. Air-India “Magic Carpot” | Monthly 12 Not priced

2. B.E.L. «Eloctronica’ Bi-mounthly 12-16 | Re. 1 per year
3. D.V.C, «D,V.C. Sama- |Bi-monthly 6 Not priced

char” -

4. F.C.L «F.C.I. News” |Bi-monthly 20 Rs. 1.50 & year
5. H.E.C. «HENCO News”’ | Quarterly 32 Not priced
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1 2 3 4 b
6. Hindustan
Steel
(e) Bhilai «Bhilai News’’ | Bi-monthly 28 Rs. 4 a year
Plant
(b) Durgapur | “Durgapur Steel | Monthly 8-12 | Not priced
Plant Tidings”
(c) Rourkela | «Rourkela News’’| Fortnightly 8 Not priced
Plant
7.\H.M.T. “H.M.T. News- | Monthly 6-8 | Not priced
Digest”’
8. Heavy ‘“H.E. News- Weekly 2 Not priced
Electricals letter”
9. HAL. “Vimana Sama- | Monthly 48 Re. 1 a yoar
char”
10. Hindustan «Shipyard Quarterly 48 Rs, 4 a yoar
Shipyard Review”
\
11. Hindustan «D.D,T. News’” | Quarterly 60-80 | Not priced
Inseccticides
12. Hindustan “Pimpri News” | Monthly 8-10 | Not priced
Antibiotics
13. L.A.C. «Trimsheet” Bi-monthly 16 Not priced
14, I.T.L «I,T.I. Magazine’ | Bi-monthly 100 Rs. 6 a year
A5, 1.0.C. «Indian Oil Monthly 24 Not priced
News”’
16. LI.C.1 «“Yogakshema” = Monthly 48 Rs. 8 a year
(a) Eastern «Sevavrati” Quarterly 48 Rs, 3 a year .
Zone X
(b) Northern | “Jankalyan” Quarterly 80 Rs, 3 a year
Zone
(c) Western | «Bima Pragati” | Bi-monthly 48 Rs. 4 a year
Zone
(d) Central «Navjyoti” Bi-monthly 60 Rs. 3 a yoar
Zone
(e) Southern | “Jan Raksha” Quarterly 60 Rs. 4 a year

Zone

1. Many of the Divisional offices of the L.I.C. have separate house

journals.
)
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1 2 3 4 5

17. MM.T.C. “M.M.T.C. News”| Quarterly 20-24 | Not priced

18. N.L.C. «Lignite Jyoti” | Quarterly 28 80 P. a year

19. 0. & N. G. C. | «O.N.G.C. Re- Monthly 6-8 Not priced
porter’’

20. Railways? «Indian Rail- Monthly 60 Rs. 10 a year
ways’ (Rs. 8 for Rail-

waymen)
21. 8.T.C. «8,T.C. Nows” Quarterly 32 Not priced

1. All the scven zones issue their own house journals named after the zone.

Staff Newslettors and Newsletters for Railway Users are brought out in
many cases,

The house journals generally cover all important news
regarding the enterprise and its units as also various aspects of
activities within the enterprise. The extent and details of cover-
age differ from onc organisation to another, depending upon the
size of the magazine and the policy in the matter. The coverage
is invariably supported by photographs. The house journals of
the L.I.C. provide useful professional information and agvice to
the subscribers who mostly are devclopment officers and agents
engaged in the task of selling insurance. House journals also act
as gazetteers inasmuch as they record appointments, transfers,
promotions cte. in the enterprise, Besides, announcements tc
the employces are also made through them, in many cases.

Contributions to house journals are made almost
invariably by persons from within the enterprise and, except in
one or two cases, no payment to contributors is made. In some
journals a column or a page is reserved for the head of the
enterprise to address the staff regularly. House journals often
contain highly technical articles, contributed by persons on the

technical side of the staff, which would be understood by only
few persons.

In about half the cases these journals are pﬂced Some
P.R.Os. thought that the house journal should be given to every
employee as a matter of right and should not, therefore, be priced.
The other view was that free distribution, apart from the cost
involved—which is an important consideration on account of the
slim budgets of P.R. departments—would reduce the importance
of the publication and may even make it ‘unwanted’. In fact,
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if these journals have to achieve a certain measure of popularity,
the element of subsidy cannot be avoided. In practice, too, the
house magazines are greatly subsidized.! The information supplied
in Table IV (page 40) is illustrative of the existing situation.

Some of the house magazines and newsletters are well
turned out ; but in most of them there is scope for improvement
from the point of view of printing,? get up, contents, consistency
in shape and size etc. Timeliness of publication is another
important considcration which is often overlooked.

A house organ mirrors the whole organisation and
reflects aspirations of those working in it. Constant efforts are,
therefore, necessary to bring it as close to the employees as
possible. The contents would have to be adjusted according to the
needs and requirements in each case. In a general way, it may be
said that the journal nced not necessarily be big or voluminous ;
it can be published fortnightly or monthly and distributed
at a nominal price. To add to its popularity, the contents may
be, in part or in full, in local languages also.?

(k) Miscellaneous
Other media of public relations include booklets,
brochures, leaflets, posters, etc., dealing with various aspects
"1 an enterprisc’s operation and policiecs, These publications may
be meant for the public visiting the enterprise or for distribution
on special occasions, such as the visit of a dignitary, some
important anniversary etc. Some publications may also be

intended for customers. .

In some cases, the chairman’s speech at the annual
general meeting, or addresses and articles by senior officials are
reprinted to serve as publicity and public relations material.
Periodically, say after every § or 10 years, booklets evaluating
or assessing developments are also brought out. An enterprise
may in some instances advertise for obtaining public support for

1. An important exception to this are the house journals (Central as well as
Zonal) of the Railways. These accept commercial advertisements and
are run on business principles. They have their own funds out of which
they are managed. Even the establishment expenses of these house
journals are met out of the sale price and advertisements.

2. In one case, according to the lowest tender rule, the press which got
the right to print the house magazine had no resources to attend to-the’
quality aspect of printing, and the P.R.O, found himself helpless,

3. Even at present in many cases a part or whole of the house journal
is beiyg published in one or more languages,
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TABLE IV

Showing the price, cost per copy, number of copies
distributed or sold, and the subsidy involved
in the publication of house journmals of a few

public enterprises

Name of the Price Cost per copy | No. of coptes Subsidy
Enterprise distributed or
sold
1 2 3 4 5
1. BEL, Re. 1 per year | 50 to 60 2200 Entire cost ex-
Paise copt for nomi-
nal collection
from subseri-
bers
2. D.v.C. Nil Rs. 1:10 1500 English | The entire cost
5000 Bengali | is borne by the
65000 Hindi Corporation
3. Heavy Nil Printed de- | 3000 Printed depart-
Electricals partmental- mentally
ly
4, Hindustan Nil 40 Paise 2000 Rs. 10,000
Antibiotics| approx.
6. Hindustan Nil 75 Paise 950 Rs. 4,000
Insecticides
6. N.L.C. 20 P. per copy | Rs. 1:50 1200 Tamil —
for employeces, 750 English
40 P. for out-
siders,
7. F.C.1. Employees About 3,500 Rs. 5,000
Rs, 1.60 for Rs, 150 (Budget ceiling)
English and
Re. 1 for
Hindi, Non-
employees
Rs. 3 per year
8, X Com- Nil 70 Paise 10,000 I‘ilo subsidy as
any?! this is a part
pany of the P. R.
Budget

1. The Company prefers to remain anonymous.
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its plans : the D.V.C,, in its earlier years, published and circulated
a pamphlet entitled “Why Damodar Scheme deserves top priority
among India’s development projects’’. Publications could be
brought out to explain or vindicate the position of an enterprise
involved in a public controversy or when some allegations arc
made against it. The T.V.A., in the U.S.A,, for cxample, widely
publicised its views against a publication of the U.S. Chamber of
Commerce : “T.V.A.—What is next 2’ ; which was damaging to
it. Some enterprises also bring out publications in question-
answer form, pertaining to issues of topical interest regarding the
enterprise.

What is important about publicity material is the quality.
But however well-produced the material is, if the same
does not reach the proper person, the end in view is not served.
It needs hardly be said that well-planned and attractively got up
material is bound to catch the cye more easily. Even a casual
glance at the publicity material, which is being brought out by
our enterprises, would underline the nced for grecater attention
to the quality of production.

A large number of enterprisecs make usc of gift articles,
such as, calendars, diaries, memo boxcs, wallets and other types
of souvenirs, as part of their sales and public relations
programme. Some also give charity advertisements. Articles
concerning the enterprise are contributed by senior officials to
various magazines and journals, and, in one or two cases, senior

officials also take an active part in the local cultural and social
organisations.

Generally speaking, few public enterprises encourage
their officials to participate in the activities of social, academic
and professional bodies, with the result that in such gatherings
the personality of the enterprise remains unprojected, and its
viewpoint is not represented. If public enterprise officials, such
as accountants, engineers, administrators etc. were encouraged to
participate in their respective professional bodies as also in social
and cultural activities, the benefit to the enterprise could, in the
long run, be substantial.

Conclusion

The position occupied by public relations in different enter-
prises was not uniform, In some enterprises, the P.R. depart-
ments were full of life and energy and apparently had something
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worthwhile to do. They enjoyed a definite place in the organi-
sation. In others, such departments were considered inessential
and, as a result, were languishing. Apart from the drive, spirit
and efforts of the P. R. chief, which in themselves are important
considerations, his vitality and inner strength, in no small measure,
depends upon the attitude of the top management.

Since the results accruing from the P.R. work are intangi-
ble and incapable of exact measurement, it is not easy to
convince the management of the significance and usefulness of
public relations. The P.R. department may be looked upon as a
non-earning department and its work may, therefore, be dispersed
over other departments. For example, the sccretariat of the
chief executive may deal with the Press and publicity, the house
journal may be made the responsibility of the personnel depart-
ment, and so on. Such dispersal comes in the way of a specialised
approach to the matter and the management may fail to appre-
ciate what lies at the core of the P.R. activities.

Perhaps the most important consideration in organising
public relations effectively isthe attitude of the chief executive.
As a senior chief executive! has very rightly put it: “Howso-
ever good and able a Public Relations Officer may be, he can-
not do much unless the chief exccutive appreciates the value
of the public relations and generally maintains direct contact
himself with the members of Parliament, representatives of the
Press and important people among the public who guide the
public opinion. Similarly, dissemination of news and information
in the proper form should be guided by the chief executive and
he must be keen to put across the achievements of an organisation
without exaggerating them”. In many cases, public relations is
not regarded as a function of management. It is treated as an
adjunct of the sales or personnel departments, or is developed as
a cell dealing with liasion work, contacts, reservations for the
transportation of senior officers ctc. Public relations to be
effective must be conceived in its true perspective and should
function directly under the chief executive officer of the enterprise.

A part of the difficulty probably arises because top
managers who, in most cases, are drawn from civil service, by
temperament and training shy away from public relations and

1. Mr. 8.T. Raja, formerly Managing Director, National Coal Development
Corporation. .
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publicity.! In most cases, public enterprise managements belicve
in what in American parlance is called ““fire brigade’ type of public
relations.2 This does not permit anticipatory action with the
result that initiative has little room for flowering. It needs to bo
clearly understood that public relations is not a defence mechan-
ism to ride over temporary difficulties. Nor should it be viewed
as a stand-by to be called into operation as and when the nced
arises, On the other hand, public relations, of necessity, is a
long-term exercise to be pursued with consistency, resilience and
initiative. Only then results can be achieved.

There is no simple device for convincing top management
of the nced and importance of public relations. DPerhaps, if
public enterprises are reminded of their responsibilities in this
regard at the ministerial level, some results may be forthcoming.
For other levels of management, orientation and training pro-
grammes are necessary. 1n none of the public enterprises (which
responded to our questionnaire), public relations is included as
part of the training courses organised for managerial personnel.
This lacuna needs to be corrccted. Public relations consciousness
must permeate all public enterprises and conditions need be
created in which P.R. departments can function in a congenial
atmosphere.

It is important to note that the role of public relations
ismuch better understood and rccognised in various ministries
and departments of the Government. Annexure IIT to this
Chapter throws light on the importance attached to the work of
Information Officers in different ministries. If P.R.Os. in public
enterprises were also given the same status and importance as
Information Officers have in the Government, quite a few prob-
lems arising from low priority to P.R. function would disappear.
It may be noted that most P.R.Os.in public enterprises are
in the same pay scales as Information Officers in the Government.
The nature of their work is also, by and large, similar.

At present, in most cases, the knowledge of the P.R.O.

1. One P.R.O., however, held the view that civil servants who manage the
enterprises were not publicity shy, but they were afraid of it, for it
could go against them and they were not likely to get a direct
benefit from it.

2. In many cases it was found that the P.R. man was wanted most when
the enterprise ran into difficulty with the Press,
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about the policies and programmes of the enterprise is no better
than that of other executives in the organisation. No systematic
method of keeping him posted with the policy decisions and day-to-
day development has been devised. The P.R.Os, do not attend
meetings of the Board of Directors and they are scldom shown
the minutes of such meetings. The top management, for most
matters of policy, considers itself its own public relations adviser.
In this respect also, we can draw some lessons from the position of
Information Officers in the ministries.

It is suggested that the P.R. Q. in the enterprise should
have adequate liaison with the appropriate ministry in respect of
matters where the Press, the public and Parliament come into
picture prominently. Some people feel that the P.R.0.’s contact
with the ministry should only be through his chief executive,
and not direct. Whatever the approach in this regard, there
is nced for better and closer co-ordination betwecen an enter-
prise and the relevant ministry. At present, cven the liaison
between the Information Officers in the ministrics and the P.R.Os.
in public enterprises is not adequate, and requires improvement.

Sometimes, ministers through their utterances make
the task of the P.R.0. more difficult. A P.R.O. pathetically
remarked that a disparaging or unkind statement in the nature
of a self-confession by a minister renders hisjob unenviable. And
in such a case he is entirely helpless. A little excrcise of rest-
raint on the part of high dignitaries can at times prove
beneficial.

Projecting a correct image is always an important con-
sideration for an cnterprise. The image building, however, is
a sustained and time consuming process and requires concerted
effort on the part of every individual in the organisatiomm
Though the P.R. department can well co-ordinate efforts towards
that end, the basic ‘impulse’ or motivation must come from
the top man. But frequent changes at the top! come in th
way of his indentification with the enterprise and consequent]
his concern with the prestige and image of the enterprise is
correspondingly lessened. Sufficiently long tenures of appoint-
ment are, therefore, of prime importance.

1. The turnover of the top managerial personnel in public enterprises
is alarmingly high. Just take two of the biggest enterprises—the L.I.C.
and the Hindustan Steel—both are having their sixth chairmen since
their inception in 1956 and 1954 respectively.
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One wuniversal lacuna observed in the operations of
P.R. deparments related to the lack of communication as betwcen
the various publics and the ecnterprise. Few, if any, public
cnterprises go about in a systematic way ascertaining the views
of the consumers, employees and other publics. It is surprising
that none of them care to keep a full track of the uttcrances of
the legislators, or of the questions asked in Parliament and
in state legislatures. Indced, it may be worth finding out
whether a legislator has any specific and genuine complaint against
the enterprise or he belongs to one or the other pressure groups.
In some cases, a legislator may have a genuine specialised interest
in a particular enterprise or industry. An understanding of the
legislators’ point of view can go a long way in improving relations
with Parliament and state legislatures. Duc attention has also
to be given to the views of other publics.

The public enterprises are mnot gencrally making
adequate use of the means of communication with the public,
Not a single P.R.O. expresscd any difficulty vis-a-vis the
Press in regard to coverage given to his cnterprise. Many
P.R.0s. also admitted that the A.ILR. was more anxious to
put them on air than they themsclves were.

Unfortunately, some of the public enterprises are too
much preoccupied with the Seceretariat and its officials in
New Delhi, That is the only public, it appears, which really
matters for them. If New Delhi is satisficd, other things can
take care of themselves. Needless to say, such an approach is
short-sighted and is unlikely to help the image of the public

cnterprises. ) )
There is a considerable scope for improvement in the

techniqucs and tools used by our P.R. departments. Some
specific snggestions for improvement have been made earlier. It
may, however, be added that a scientific and specialised approach
is not in evidence. Perhaps, this is due to the fact that most
of our P.ROs. have no formal training of public relations.
Adequate training in public rclations and a correct approach
could make much difference in the existing situation. The
P.R.Os. could usefully study some standard text books.! Shorg
term orientation courses for P.R.Os. could also be conducted
with the belp of specialised institutions like the Indian

1, Sge Bibliography.
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Institute of Public Administration and the Institute of Public
Enterprise.!

It is suggested that periodically P.R. chiefs from all the
public sector enterprises should meet to discuss their common
problems. Thus, they would have the benefit of the experience
of others, for often it is found that a less bold management
accepts an idea with relative ease if the same has succeeded
elsewhere. Also, certain common problems of public relations
eould be discussed with advantage. Even resources can be pooled
together to advance some common aim.? The idea of a P.R.O.
conferencc was appreciated by almost every P.R.O., who was inter-
viewed. The P.R.Os. themselves could take initiative in the matter,
or some other forum such as the Institute of Public Enterprise
could do the sponsoring. Few would question the usefulness of
such get togethers. The community of aims and objectives is a
binding force among the P.R.Os. and the sharing of experience
and ideas can go a long way in providing a more enduring base to
the profession.?

The view was cxpressed earlier that the public enterprises
should not expect the Government to take up responsibility of
their public relations and publicity. The Government can,
however, assist them in furthering their common aims. For
example, it could sponsor a permanent exhibition of public
enterprises. Such an exhibition would serve asa storehouse of
knowledge about public enterprises and provide an index of
their growth and development. The transformation in the

1. The Institute of Public Enterprise which is & non-official autonomous
body has been recently established at Osmania University, Hyderabad.
It has already organised over half a dozen specialised conferences at
various places in the country to discuss problems of financial manage-
ment, incentives, and personnel planning in public enterprises. Shri
S.S. Khera is Chairman of the Executive Committee of the Institute
and Professor V.V. Ramanadham is its Director.

2. Enterprises within the same state or region or enterprises of similar
nature have many common problems.

3. At present, at some places local P.R.Os. meet together in an informal
way. In Delhi, there is & P.R. Group which meets occasionally, In
Bombay, there is Public Relations Society of India, but its members
are from Bombay only. The present president of the Society, Mr. F. S.
Mulla, P.R.O. of Tatas is, however, anxious to give the organisation
an all-India shape.
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country’s economic and industrial scene and the special role
played by public enterprises card be cffectively displayed. Not
only such an exhibition would bhave high educative value,
but it would also earn a sizeable publicity for the public sector.

Public relations in a public enterprisc—where nothing
is immune from public criticism—cannot be left to chance. The
planning for public relations has, therefore, to be systematic and
deliberate and must be viewed as an important management
function. Only through a well-planned programme of public
relations can the public enterprises hope to securec public
acceptance. And on such efforts, to a large degree, hinges the
future of public enterprises.

A note of caution is required to be struck at this
stage. An undue and unsophisticated enthusiasm for public
relations should be avoided, lest the same may add to or
aggravate the public versus private sector controversy. It has
also to be recognized that P.R. departments are not to carry the
responsibility of patching up the loopholes of other departments.
The responsibility for sound public relations should be an all-
inclusive effort and every department should be held responsible
for maintaining the highest standards of public relations. There
is also a danger that with a strong P.R. department, an entcrpriso
may deccive itself into an image of efficiency and progress, and
may thus conceal its real weaknesses, at lcast for some time.
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ANNEXURE III

Abstract from the office memorandum of 1st Decem-

ber, 1947 (26/51/47-IP) of the Ministry of Information

and Broadcasting to all Ministries of the Government
of India

Information Officers have been attached to all ministries and
have a duty to keep the ministries constantly informed of the
press reaction to their activities to correct misapprehensions and
misrepresentations about the activities and to attempt to popu-
larise their policies. If they are to discharge their duties properly
they must be in a position to maintain close liaison with the
honourable ministers and secretaries of the ministrics to which
they arc attached. It is a truism that a Government which
depends on the support of the popular will must ensure that
their policies are properly interpreted to the public on whose
support they hold office and the Press Information Bureau and its
officers are the agency for this interpretation. If the Information
Officers are to discharge their duties satisfactorily the co-opera-
tion of the ministries is essential in the following measures :

(?) Information Officers should have free access to their
respective ministers and sccretaries.

(#9) In some ministries, Information Officers are invited to
attend all important conferences and committee
meetings. This practice has proved useful and it is
suggested that it might be adopted by all ministries
with advantage.

(445) Information Officers should have access to all impor-
tant decisions taken and orders passed by the
ministries. They should be kept fully informed not
only on all matters which are in the public eye, but
what is equally important on all matters of policy
and administration which though they may be in the
confidential stage are likely to arouse public interest
or controversy at some later date. They might also
be kept in touch with important developments so
that they can understand the background of the
decision taken. In particular, they should be sup-
plied with the monthly and weekly summaries
prepared by the ministries for the information of the
Cabinet.
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(iv) It would help the Information Officers in the dis-
charge of their duties if they are given some accom-
modation in the ministries they serve,!

Lest it may be considered that the Government’s policy has changed
in this regard since 1947, here is an extract from a report of the Prime
Minister Lal Bahadur Shastri’s address to the State Information
Ministers, on 7th May, 1965. The Statesman reported that : “The Prime
Minister was unhappy over the indifference shown by Ministers and
gonior officers to the information officers who were sometimes regarded
by them as & ‘‘nuisance’’, This attitude must change. The Information
Officers were the judges of what to tell and what not to tell to the people.
They should be told almost everything. Ministers and officials should
meet them more often, preferably once a week’.



Chapter II

Annual Reports of Public Enterprises—
Some General Considerations

Introduction

This and the following thrce chapters deal with various
aspects of the Annual Reports of public enterpriscs. This Chapter
begins with a plea for greater disclosures in the Reports. Pro-
visions of law regarding Annual Reports and how far they are
being implemented are considered. The question of timeliness in
the preparation and submission of Reports to Parliament is then
dealt with at length. The views of the Estimates Committee and
the extent to which the Annual Reports attract parliamentary
attention are also discussed.

Successful working of a government founded on demo-
cratic principles largely depends upon well-informed public
opinion. In a democracy ‘‘social evolution occurs through changes
in public opinion rather than through revolutionary action.”® It
is, therefore, essential to keep people continuously informed of
what is happening in government. In a democratic community,
government should tell people as much as is possible within the
limits of prudence.

A universal feature of all modern governments is that
the executive and the bureaucracy display a strong bias towards
secrecy. The legislature and the courts, by contrast, manifest a
strong tendency towards publicity. To a point, the element of

1. A. P, Miles, An Introduction to Public Welfare, Boston, 1949, pp.
434 37.

51
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secrecy is unavoidable in any administration ; but to make a
fetish of secrecy is harmful. Only bureaucrats gain from the
latter for they get the opportunity to cover errors of commission
and omission, Secrecy breedss mspicion and encourages rumours,
and as such is not healthy for a responsible government.

The administrator’s preference for secrecy is obvious :
it is gencrally easier to deal with Parliament or public which
is not fully informed. Legislatures all over the democratic
world are, therefore, apprehensive of the executive’s tendency
to secrecy. Parliaments, representing people as they do,
exercise democratic control over the executive. The only
danger to be avoided is that legislatures in maintaining their
supremacy and ensuring responsible administration do not insist
on information which may impair the political neutrality and
anonymity of thc administrator.! A moving equilibrium, there-
fore, has to be maintained by means of which the necessity of
control is balanced with the need for action.

So far as the public enterprises are concerned, the balance
between the amount of information to be provided and the desir-
ed extent of secrecy has nowhere been fully struck. The very
nature of these enterprises demands that they be kept away from
parliamentary inquisitiveness, except in matters of policy ; yet
Parliament has to be kept sufficiently informed about their
programmes, operations and achievements.

The bureaucracy in publicenterprises is as good or as bad as
anywhere else, so far as disclosure of information is concerned.
Parliament in India, on the other hand, is somewhat over-
enthusiastic to learn details of even day-to-day working.? The
Annual Reports, if carefully drawn, can satisfy Parliament’s
desire to get itself acquainted with routine as well as matters of
policy. If properly organised, public relations departments

1. In practice, this may not always be so. For example, “tho U.S. Congress
in playing its role of a “watch-dog” undoubtedly engages in far more
alarms and excursions than the danger warrants, but this is tho price
that society has traditionally had to pay for the watch-dog function.’”
Administrative Secrecy : A Congressional Dilemma, The American
Political Science Review, 1960, p. 693.

2. At present, a large number of questions relating to day-to-day adminis-
tration of public enterprises are answered on the floor of the House.
In fact, questions are seldom rejected on the ground that they do
not deal with matters of policy, but with day-to-day working.
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‘can also help a great deal in informing Parliament and the

public. ’
Parliament is often compared; with the body of share-
holders in a joint stock company! But unlike ordinary share-

holders, whose main interest lie in financial returns, Parliament
looks at things from a wider and broader standpoint. For
instance : how the enterprise is behaving as an employer ? How
far is it helping to advance the declared and accepted social and
economic values and objectives ? And above all, to what extent
is it financially viable ? The Annual Reports of public enterprises
could greatly help Parliament by providing a correct perspective
of their operations.

A well-drafted Annual Report serves as an important
medium of communication between the enterprise and the public.
In private concerns, the Annual Report ecssentially is a mecans
through which directors seck and the shareholders extend or
refuse their confidence to them ecvery year. In private enter-
prise, however, the Accounts are supposed to reveal in an objec-
tive and quantified way the management’s success. The Directors’
Report is a mere formality which assumes significance when the
results in terms of profit do not measure up to the shareholders
expectations.

In a public enterprise, accountability is not to the share-
holders but to Parliament (and through it to the public at large).
This body does not meet only once a year, but is in session more
or less continuously. Again, unlike in private firms, the achieve-
ments of public enterprises cannot be reflected in terms of profits
alone. Other aspects are equally, if not more, important. In
their case, therefore, achievements are primarily recorded in the
Directors’ Report ; the Accounts throw light only on a particular
aspect of working,

For a public enterprise, the main purposes of the Annual
Report would be :

(¢) to fulfil the statutory requirements ;

(78) to provide a record of the year’s activities ;

i) to provide as complete an account of the policies and
programmes of the enterprise as possible ;

(iv) to indicate clearly the efficiency thh whxch an enter-
prise is operating.
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The first point is considered here, and the next three are
taken up in the following chapters.

The Law Regarding Annual Reports!

(a) Public Corporations

The public corporations are required to give in their
Annual Reports ‘an account of activities during the year”. In
the D.V.C., this account has to be “true and faithful” and in the
National Co-operative Development Corporation, it has to be
“true and full”. The latter corporation has to give not only the
account of its aclivities but also of its “policies and programmes’’,
In the State Bank, the Reserve Bank, and the Industrial Finance
Corporation, the requirement is to provide a Report of the
working of the corporation throughout the year. For the Central
Warehousing Corporation, what the Report is expected to contain
is not mentioned. In the L.I.C., D.V.C,, I.LA.C., Air-India, N. Co-
op. D.C, and O. & N.G.C. some details of what skall be included
in the Reports have also been prescribed.

No statutory provision requires the disclosure of long
term plans of the cnterprises. The only provision inthe L.I.C.,
the two air corporations and the 0. & N.G.C. requires “an account
of the activities, if any, which are likely to be undertaken during
the next financial year”. The long term plans encompass rela-
tively cxtended time schedules and entail huge capital expendi-
ture. Parliament and the public would be interested in having
a specific, detailed and clear-cut account of such plans. No
enterprise provides information on this point.

Considering the diversity of statutory provisions, it may be
asked, would the legislature expect a difference in reporting
when it wants “a true and faithful report” or a ‘true and full
account”’, or simply <“the report of the activities”? Again,
would there be a difference if the report is on “activities’’, or on
the “activities, policies and programmes’? Are the differences
in wording to be dismissed as idiosyncrasies of the authors of the
enactments ? Further, details of the contents of theJReports have
been prescribed only in six cases out of eleven, and the extent
of disclosures required to be made varies in these cases.

In the UK., the provision in most casesis to “report

1. For complete statutory provisions, ses Appendix III,
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on the performance of the functions and of the policy and
programmes’’. The Minister is also empowered to specify the
form of the Report and of the Accounts of the nationalised
industries.!

In Canada, the National Railways and the air corpora-
tions are required to ‘set forth the results of their operations
and such other information as appears to them to be of
public interest or necessary for the information of Parliament
with relation to any situation existing at the time of such report
or as may be required from time to time by the Governor-in-
Council”’. Thus, the cmphasis is clecarly on presenting informa-
tion to Parliament.

The T.V.A. in the U.S.A. is to provide “a complcte
report as to the business of the Corporation covering the preced-
ing governmental fiscal year”. The Report has to “include an
itemized statement of the cost of power at each power station,
the total number of employces, and the names, salaries and
duties of those receiving compensation at the rate of more than
$1500 a ycar”.2 Onc might guess that perhaps the details about
the personnel are specifically required so as to aveid any patron-
age in appointments.

It would be pertinent to consider here in brief the extent
to which statutory provisions have been implercented,® where
detailed contents have been prescribed. Taking the D.V.C. first :
it 18 required to give a “true and faithiul” account of its activitics
during the previous financial ycar, with particular reference to :

UNIVERSITY LIBRARY
OSMANIA UNIVERSITY

MMM

(¢) Irrigation,
(it) Water supply, N

(#i7) Electric energy,

(iv) Tlood control, PG30264
1. See, e.g., Gas Act, 1948, Section 10, and Electricity Act, 1947, Section
8 (3).

2. In 1944, as a means of conserving paper during war, it was docided that
since the Act did notr equire the list to be included in the printed
version of the Report, it could be typed and placed on file. Since that
time, copies of the typed list of the employees drawing salaries over
$1500 are sent to the President, the House of Representatives,
and the Senate, and are not printed in the Annual Reports of the
Authority.

3. This has reference mainly to the Annual Reports for 1962-63,
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(v) Navigation,
(vi) Afforestation,
(vi?) Soil erosion,
(viti) Use of lands,
(iz) Resettlement of displaced population,
(x) Sanitation and public health measures,
(7) Economic and social welfare of the people.

The Reports of the Corporation do not cover all these
heads in any systematic or faithful way. Most of these have
cither been merely touched upon or dealt with cursorily. Of the
threc major objectives of the Corporation, the two--irrigation
and flood control—are summarily disposed of. Even information
on break-up of irrigation acreage from various projects and
reasons for failure to achieve irrigation targets are not provided.
The only information about flood control concerns the total area
protected and the peak load of cusecs against which effective
control is provided. To what extent the flood control problem is
met, and if not, what are the future plans, is not indicated. The
third main objective (power generation and distribution), has been
dealt with in some detail, a separate chapter being devoted to it.
Treatment of other subsidiary heads is much less satisfactory.
Under all the heads much of the desired information is left out.

In the L.I.C., the statutory requirementsto publish
(a) the extent of new business, (b) the total amount of business in
force, (c) the total amount of claims, (d) nature of investment,
and (e) the accounts are so elementary that one would not find
them missing in the Annual Report of any insurance company.
However, the requirement that the Corporation would provide
“the account of the activities likely to be undertaken during the
next financial year” has not been fulfilled. One would expect
here at least a mention of the directions in which the Corporation
intends to operate during the next year : the new or improved
type of policies proposed to be issued, the training and recruit-
ment programmes to be taken up, future policies regarding loans,
underwriting, investments, the ways and means of bringing
about an adjustment or improvement in its working and adminis-
tration, and so forth, The Estimates Committee! also expressed
the hope that ‘“the details of activities likely to be taken up in

1. 134th Report, Second Lok Sabha, p. 37, para 94.
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subsequent ycars would also be incorporated in the Reports from
1960 onwards”. Nothing substantial has, however, been done in
this direction.

The two air corporations are required to ¢“give an
account of their activities during the previous year” as well
“an account of the activities, if any, which are likely to be
undertaken during the next financial year.” The following parti-
culars “shall”’ also be contained in their Reports :

() Routes,

(¢7) Operations,

(i4¢) Traffic & Sales,

(7v) Passenger Services,

(v) Engineering and Maintenance,

(vi) Staff,

(vi?) Organisation,

(viti) Finance & Accounts,

(ix) Subsidiary and Associated Companies.

Reporting with reference to the statutory provisions is
generally poor. Of the 9 items specified, some have been ignored
and others dealt with summarily., For example, the L.A.C.’s
Reports do not contain the head “Routes”. Some reference
to this has been made under the head ‘Operations”, which is
inadequate. Only the Air-India Report mentions the frequency
of service on various routes. Both the corporations provide a
route map but none mentions the capacity offered and utilised
on each route. Plans for new routcs to be taken up or of old
routes to be abandoned are not mentioned by the I.A.C. Mention
is also not made of the routes subsidised by the Central and State
Governments or the policy in the matter. Other heads as also the
future policy and programmes are not dealt with adequately. In
general, reporting by the Air-India is better than that of the
IA.C.

The National Co-operative Development Corporation is
enjoined to give a true and full account of its activities, policies
and programmes during the previous year, It is required to be in
the form of a narrative and “shall” contain a general review of
the Corporation’s plans of development in regard to the following:

(s) Agricultural credit,

(¢5) Marketing,

(#14) Processing,
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(tv) Storage,
(v) Consumers’ Co-operatives, and
(vi) Administration.

The Report of the Corporation devotes a separate
chapter to each one of the heads prescribed and gives a fairly
good review of the activities excepting in the case of the last
head, which is covered in a half-hearted manner.

The Oil and Natural Gas Commission Reports have to
give a true and full account of its activities, policies and
programmes during the previous financial year and an account
of the activities likely to be undertaken during the current
financial year. The following activities have been specifically
mentioned for inclusion in the Annual Reports:

(?) geological, gecophysical, exploratory structural drilling,
drilling and other operations carried out and the results
obtained in cach category of operations ;

(73) the production, refining and sale of products of the
Commission ;

(117) trading activitics of the Commision.

The Commision’s Reports meet the requircments laid
down by law. Separate chapters are devoted to a review of
working up to the beginning of the current year, for the current
year and the programme of work for the next year. The details
of various surveys are given for each category of operations, as
required.

There does not scem to be much correlation between
statutory recquirements and actual contents of the Reports. The
reason perhaps is that there is little control on enforcing statutory
provisions. These matters, to a large extent, depend upon the
level of consciousness prevailing in an  enterprise in the matter
of reporting. In one case, when the chief executive was asked to
comment on non-implementation of the statutory provisions, he
confessed that he had never seen those provisions.

(b) Government Companies

A Government company like any other joint stock com-
pany? has to present to its shareholders a report by its Board of
Directors. This Report, inter alia, deals with :

1. Provisions of the Companies Act regarding the Annual Report have
been given in Appendix V,
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(a) the state of the company’s affairs ;

(b) the amount, if any, which is proposed to be carried to
any reserves ;

(c) the amount, if any, which is recommended to be paid by
way of dividend ;

(d) material changes and commitments, if any, affecting the
financial position of the company which have oceurred
between the end of the financial year of the company
and the date of the Report ;

(¢) The Board shall, so far as is matcrial for the appreciation
of the state of the company’s affairs by its members and
which will not in the Board’s opinion be harmful to the
business of the company or of any of its subsidiaries,
deal with any changes which have occurred during the
financial year () in the naturc of the business of the
company or its subsidiaries, (b)) generally in the class of
business in which the company has an interest ;

(f) The Board shall also be bound to give the fullest
information and explanations on every rescrvation,
qualification or adverse remarks of the auditors.

Though the requirements of law are modest, not all of
them are satisfactorily met. The Board’s Report, for example,
is expected to contain material changes and commitments affecting
the financial position of the company between the end of the
financial year and the date of the Report.! Most Reports do not
take note of this provision. As there is a gap of about six months
between close of the year and issuance of the Report in majority
of cases,? the developments during the intervening period, if
covered, would at least partly mitigate the disadvantages arising
from late presentment of the Reports.

Again, the requirement to provide information about
the ““class of business in which the company has an interest’” is
not given due attention, except in one or two cases.? One would
expect enterprises like the Hindustan Steel, the National Coal

1. Sec. 217 (I) (d). This clause was inserted by an amendment in 1960
(Act 65 of 1960, Sec. 45).

2. See Tables V and VI.

3. See, e.9., Annual Reports, Hindustan Shipyard, 1962-63, p. 9 and Air-
Indin‘, 1962-63, pp. 18-19.
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Development Corporation, and the Indian Qil Corporation to
report on their working in the context of the industry as
a whole. In fact, important public enterprises should endeavour
to present a narration of their functioning with reference to
the five year plans and the economy as a whole.

In private sector units the Chairman’s speech generally
provides information about the industry in which the enterprise
operates. This specch is often given wide publicity in the Press.!
In public enterprises, the Directors’ Report could be amplified to
provide the necessary information. If, however, this information
is intended to be given in the chairman’s speech, the same couid
be published as part of the Annual Report, Thisis being done
only in 4 cases at present.

Under the Companies Act, the Board of Directors enjoys
the discretion to provide as much information as “in the Board’s
opinion’ is not harmful to the business of the company. This
provision often provides an alibi for withholding useful infor-
mation. In the Jenkins Committee’s opinion, the disclosure of
information in the Reports might “on rare occasions be harmful
to the company’ and the Committee was not “impressed by the
examples of possible damage’ cited before it. The Committee
held the view that “the public benefit to be gained from giving
shareholders sufficient information to exercise independently the
powers which the Act bestows upon them should be the overriding
considerations in this matter.”2

Government Control over Annual Reports

The Government, in general, exercises no control over
the contents of Annual Reports. The Company Law Board scru-
tinises Annual Reports of Government companies from accounts
point of view, Various ministrics draw attention of the public
enterprises to recommendations of the Estimates and Public
Accounts Committees regarding contents, form and presentation
of Annual Reports. No specific attempt is, however, made by

1. Invariably, this is paid publicity. The chairman’s speech often contains
fulminations about Government’s economic policies.

2. The Report of the Company Law Commsittee, H.M.8,0. Cmd. 1749, June
1962, para 116 (The Committce with Lord Jenkins as Chairman was
appointed in U.K. to review, inter alta, the provisions and the working
of the Coinpanios Act, 1948).
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the Government to ensure that Reports from public enterprises
contain necessary and basic information, and comply with the
statutory requirements.

In the U. K., as a Government witness told the Select
Committee on Nationalised Industries: “there is no obligation
about the form of the report so long as it is a report”.! The reply
to the question whether Government “consults with the corpora-
tions to see that their reports contain at least & minimum of in-
formation”, was that Government ‘“have never had occasion to
raise that, but we should raise it, if we thought that the informa-
tion was inadequate.”’?

Estimates Committee and Committee on Public Undertak-
ings on Annual Reports?

In main, the Annual Reports are expected to provide
Parliament with information on the activities of public enterprises.
These should therefore be comprehensive and cohercnt. Carefully
preparcd Reports help to raise the standard of parliamentary dis-
cussions and also ensure more constructive criticism. When ade-
quate information is lacking recourse has to be taken to other
and less authentic sources, there is even room for surmises and
conjunctures, The Parliament has not expressed its views on
Annual Reports; the Estimates Committee of the Lok Sabha has,
however, dealt with this question often and at length.

It was perhaps in 1956 when for the first time the
Committee drew pointed attention to “very short and general”
and “scanty” Annual Reports. It recommended the publication
of “a detailed annual report”, and specified details to be included.$
The Government found itself “in general agreement” with the

1. It is not clear how this statement was made to the parliamentary Select
Committee. Under the Gas Act 1948, Section 10 and Section 50, and
under the Electricity Act 1947, Section 8 (3) provide that a Minister
can specify the form of the Report and of the Accounts of the nationalis-
ed industries, It is possible that the Minister might not have specified
any form for the Annual Report under the Act.

2. Report from the Select Commsttee on Nationalised Industries, 14 May, 1977
Evidence Qs. 218-20.

8. A comprehensive list of the views and recommendations of the Esti.
mates Committee and the Committee on Public Undertakings regarding
Annual Reports is given as Appendix I.

4, The Estimates Committee, 16th Report, First Lok S8abha, para 30.
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recommendation and stated that “the reports of the undertakings
should give as much information as is possible depending on the
nature of the undertaking”.X

In 1956, the Committee reiterated its earlier recommen-
dation and urged for more informative Reports.? The Govern-
ment’s reply was exactly the same as carlier.3 The same year the
Committee recorded its dissatisfaction with the Reports of the
I.A.C. by stating that the Corporation should “study the Reports
of various modern airlines and improve both the extent of informa-
tion furnished in its Reports as well as the standard of reporting.’’
In 1958, while examining the affairs of the I.T.I., the Committee
reiterated its recommendation for “more detailed and exhaustive”
reports and cited the Annual Reports of nationalised industries in
the U.K. as models.> More comments of the Committee on similar

1. Ibid., 19th Report, Second Lok Sabha, pp. 46-47. In its comments on
the reply of the Government, the Committee said that the Annusal
Report “should be sul mitted in respect of cach financial year and be in
addition to the annual report of the Board of Directors”. (Ibid). This
is apparently confusing. But what the Estimates Committee perhaps
had in viow (which, of course, was not made clear) was that the Annual
Roport, with the details it wanted, should be submitted in addition to
the formal Annual Report which the board of directors of 8 Government
company is required to make under Sec. 217 of the Companies Act.

The Estimates Committco, 39th Report, First Lok Sabha, para 42,

Ibid , 68th Report, First Lok Sabha, pp. 4-3.

Ibid , 43rd Report, First Lok Sablha, para 44.

Estimates Committee, 11th Report, Second Lok Sebha, para 78, It is
interesting to note that in U.K. too, Parliament did not feel satisfied
about the Reports of nationalised industries. A select committee
appointed “to consider the present methods by which the House of
Commons is informed of the affairs of the nationalised industries...”,
commented : “The nationalised industries publish voluminous reports
but theso do not completely meet the needs of Parliament or the
publie”. A part of tho reason for this was ¢their sheer volume and
complexity’”. (Report from the Select Committee on Nationalised
Industries, H.0.M.8.0., 23rd July, 1953, p. IV). It will be noted that the
British Parliament did not feel concerned over ‘less informative’ and
“scanty’’ Reports but over “sheer volume and complexity”. In India,
similar position arose only in the case of Indian Railways. The Estimates
Committee (26th Report, First Lok Sabha, para 123) said that these
Reports were “very voluminous” and were ¢rarely studied by individ-
uals at large”. The Committee “welcomed’ the publication of a popular
edition of these Reports. (The Annual Report of Railways for 1960-61
contained 709 foolscap pages and was in two volumes).

.

oo
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lines are reproduced in Appendix I. The following would perhaps
summarise the Committee’s view about the matter.

“Parliament is not interested merely in the rate of dividend
declared by the public undertakings but it is also concerned
with various aspects of their working such as their physical
and financial programme, achievements in relation to the
programme, productivity, cost of production, price structure,
employment trends, labour relations, organisational changes,
etc.... The Committee suggests that all the undertakings
may be advised to describe in their reports their programmes
and achievements in greater details; the industrial under-
takings may indicate in their reports, inter alia, their unit
cost of production, the rate of output per man or per unit of
capital employed and other undertakings also may be en-
couraged to indicate where possible similar co-efficients of
efficiency appropriate to their business”.!

The Government has accepted this recommendation and the
instructions were issued so that the Reports were amplified on the
lines indicated by the Committee.? Nothing worth mentioning,
however, has resulted from this.

Since its establishment in May 1964, the Committee on
Public Undertakings? has been pursuing the question of making
the Annual Reports more informative and useful. The Committee
recommended that Annual Reports of public enterprises should
contain a review of their performance with reference to the
objectives laid down for them.*” The Committee has also recom-

mended that if an activity cannot be justified on strictly economic
considerations, its effects on the overall working of the enterprise

should be published in the Annual Report.5 To judge the progress
of public crterprises in the use indigenous raw-materials and

—

Ibid., 73rd Report, Second Lok Sabha, p. 12, para 27.

2. The Estimates Committee, 9th Report, Third Lok Sabha, p. 10, It is
learnt that Government has not sent any specific instructions on this
point. Only the recommendations of the Estimates Committee as such
have been sent to public enterprises.

3. This Committee bas now taken over the functions of both the Estimates
and the Public Accounts Committee so far as public enterprises are
concerned.

4, The Committee on Public Undertakings, 1st Roport, Third Lok Sabha,
p. 3, para 6,

5. Ibid., 3rd Report, p. 9, para 32.
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components from year to year, the Committee felt that this
information should be published in the Annual Report.! Many
such recommendations have so far been madc by this Committee.
Disclosures like these, if made, would certainly expose many
facets of public enterprise working to public scrutiny, and will
gencrally be for the good of all concerned.

Time Taken in Preparation of Reports

The time taken in the preparation of Annual Report
is of great importance. A Report prepared long after the period
to which it belongs is unlikely to serve much purpose except as a
document of historical record. But it would take some time to
compile the results of a year’s opcration. Preparation of finan-
cial statements and their certification by two independent
authorities? will take its own time.

(a) Public Corporations

In the three financial institutions—the Reserve Bank,
the State Bank and the LF.C., the time limit for submission of
Reports to Government is quite short ; it is 2 months in the first
two and 3 months in the last case. In the D.V.C. and the two
air corporations, the last dates specified for submission of Re-
ports are 15th October and 31st August respectively, i.c., 6}
months and 5 months after the close of the year. In the N. Co-op.
D.C., the time limit is 6 months after the expiry of the period to
which the Report relates, and in the C.W.C, the Report is
submitted to Government one month after it is placed before the
Annual General Meeting.? In other cases, the limit has been
kept vague by saying “as soon as may be after the end of each
year’.4

It is not possible, in most cases, to ascertain the time
after which the Reports are actually submitted to Government.
Only the Reports of the Reserve Bank and the E.S.I.C. contain a

1. Ibid., 13th Report, p. 52, para 135.

2, In Government companies the accounts are primarily certified by
professional auditors, but a certificate has also to be obtained from the
Comptroller and Auditor-General of India, which is a supplement to or
ccmment upon the professional auditors’ report. (Sec. 619 (4), Com-
panies Act, 1956).

3, This meeting is required to be held within 6 months of the close of the
year.

4. TFor detailed statutory provisions, see Appendix IIL
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forwarding communication to the Government. In others, the
time taken can only be estimated with reference to the last date
given in the Report. This may be the date on which the chair-
man signed it, or the date on which the auditors’ certificate was
issued. Sometimes, none of these dates may be available, as for
example, in the Reports of the 0. & N.G.C. A study made within
these limitations shows (as per table V below) that except in the
case of the D.V.C.,, the C.W.C,, and the N. Co-op. D.C. the
Reports were prepared and submitted within the prescribed time.
TABLE V
Showing the time taken in submission of Annual Reports
of the public corporations to Government, and in
their presentation to Lok Sabha

Name of the Teme taken tn sub- | Time takentn pre- | Gap betwagm. eub-
Enterprise misston of Annual | sentation of Annual | mission of :
Report to Govern- | Reports to Lok | Reports ta. -
ment after the close | Sabha after the | ment and Sr
of the year, tn | close of the year, sn | preseniation to
months months Lok Sabha, n
months
1 2 3 4
1. Air-India 4 10t 6
2. CW.C. 8 104 2k
3. DvV.C 10 113 1
4. ES.I.C. 5 113 63
5. LLA.C. 5 10t 5
6. L.F.C. 3 4 1
7. LIC. 8 10 2,
8. N, Co-op. D.C. 7 10 3
9. 0. & N.G.C. N.A. 5% .
10. Reserve Bank 13 Not laid '
11. State Bank 13 Not laid

(Year of the Report, 1961-62®

0

1. 'Fhe Audit Reporte of the two air corporations are not presented to
Parliament along with the Annual Reports. The I.A.C."s Audit Report
and Accounts were presented to Parliament 4 months after the presen-
tation of the Annual Report.

2.

In this case the Annual Report contained neither, the Audit Report,

nor the Accounts. These two were separately presented to Lok Sabha

25 months after the presentation of the Annual Report.

3. For the I.F.C. and the Reserve Bank the year of the Report taken into
sccount here is lst July to 30th June, 1962. For the L.IC. it ia
1st January to 31st December, 1961, and for the State Bank from 1st
January to 31st December, 1962,
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(b) Qovernment Companies

In Government companies, the Directors’ Report along
with Balance Sheet and the Profit & Loss Account is presented
to shareholders within 6 months of the close of the year,! plus &
permissible extension of three months,? that is, a maximum periocd
of 9 months after the close of the year. As Table VI shows, as
many as 37 companies submitted their Reports to shareholders’
within 6 months of the close of the year (1961-62), and the res
within 9 months,

TABLE VI
Showing the time taken in submission of Annual
Reports of Government companies and their
presentation to Lok Sabha

Name of the Te¢me taken in | Time taken in | Gap  betweey
Enterprise submisston of An- | presentation of | submission o
nual Reports af- | Annual Reports | Reports to Go.
ter the close of | to Lok Sabha af- | vernment ana
year*, in months | ter the close of the | their presenta-

years ¢ months tion to Lok
Sabha, in montl
1 2 3 4
1. Ashoka Hotels 5 8 3
2. B.E.L. 6 8 2
3. E.R.IC. 3 8 5
4, FCIL "8 8} 23
5. F.F.C. 5 7 2
6. G.R.W. 6 10 4
7. Heavy Electricals 7 10 3

-

The An%Report of & Government company (a8 of any other com.
pany) is p nted to its Shareholders at the time of its Annual General
Meeting. There is no provision either in the Articles of Government
companijes or 1n the Companies Act for submission of the Annual Report
to the Government as such. But the Government automatically gets
it as the sole or majority shareholder. In most cases, the date of the
Annual General Meeting is given in the Annual Reports. Where it is
not given, the relevant time has been calculated with reference to the
last date in the Report. It may, e.g., be the date on which the chair-
man or the auditors signed it.

1. Asrequired by Sec. 210 (3)(b).

2. Asallowed by Sec. 166 (1).

3. Being the majority or the only shareholder, the Government receives
the Report 21 days before the Annual General Meeting, as provided in
Section 219 of the Companies Act.,
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—
[
w
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8, H.E.C. 6 8} 2%
9. H.A.L. 6 11 5
10. Hindustan Antibiotics 6 8 2
. 11. Hindustan Cables 6 10 4
12. H.H.F, 7 10 3
13. Hindustan Insecticides 6 10} 41
14, H.M.T. 3 5 2
15, H.O.C. 2 5 3
16. Hindustan Salts 6 10 4
17, Hindustan Shipyard 6 8 2
18, Hindustan Steel 6} 11 43
19, Hindustan Teleprinters 4 8 4
20, ID, &P, 6 8 2
21, 1O.C, 6 10 4
22, LR.E, 6 10} 4}
<23 Indian Refineries 6 10 4
24, ITI, 6 3 2
25. Mazagon Dock 5% 10 4}
26. Mogul Line 6 11 5
27, Nahan Foundry 6 12 6
28, N.,B.C.C. 9 10 1
29, N.C.D.C, 6 10 4
30. N.ID.C, 6 8 2
31, National Instruments (1] 12 G}
32. N.M.D.C, 6 10 4
33. N.P.C.C. 6 1 b
*34, N.R.D.C. 4 8 4
35. N.S.I.C. 9 10 1
36. Neyveli Lignite 6 10 4
37. Praga Tools 6 8 2
38, P.&C.D.C. 5 8 3
39. R.IC. 5% 10 44
40. Shipping Corporation 6 8 2
41. S.T.C. 6 8 2
42, T.M.L. 6 10} 4}

(Year of the Report, 1961-62)*

v * For the E.R.ILC. the year of the Report is lst January to 318t December,
1962 ; for the Hindustan Salts it is 1st July to 30th June, 1962 ; and for
Mogul Line it is 1st January to 31st December, 1961,

Presentation of Reports to Parliament
(a) Public Corporations

- The Central Government is obliged to lay the Annual
Reports of the public corporations before Parliament. No time
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limit has been prescribed, but they should be placed before both
the Houses “as soon as may be’’ after submission to the Govern-
ment. The State Bank and the Reserve Bank Acts make no
mention of submission of Annual Reports to Parliament. The
Reports from these two Banks are, however, placed in the
Parliament library. On the recommendation of the Estimates
Committee,! the Government agreed to place these two Reports
on the Table of both the Houses ; but no statutory change has
been made for this purpose. A scrutiny of the parliamentary

papers reveals that the Government has not fulfilled its assurance
to the Estimates Committee.

In the case of Central Warehousing Corporation, only
the Audit Report is required to be sent to the Government for
being placed before Parliament.2 The Directors’ Report gets

placed before Parliament as it is always published as a part of the
Audit Report and Accounts.

(b) Gorernment Companies

The Government is required by the Companies Act to
get an “annual report’” prepared on the working and affairs of a
Government company to be placed before Parliament, along with
copy of the Audit Report and the comments thereon of the
Comptroller and Auditor-General of India.? No specific mention
is made for placing the Directors’ Report and the financial
Accounts of the company before Parliament, though this may be

implied for the Auditors’ Reports always form part of the Direc-
tors’ Report and Annual Accounts.

The legislature, it seems, wanted to have something
more than merely the Annual Report of the company as received

1. 9th Report, Third Lok Sabha, p. 5.

2. Warehousing Corporation Act, 1962, Sec. 31 (11).

3. Where the Central Government is & member of a Government company,
the Central Government shall cause an annual report on the working

and affairs of that compay to be )

(a) prepared within three months of its annual general meeting before
Wl:iich the audit report is placed under sub-gection (5) of apction 619;
en -

(0) as soon as may be after such preparation, laid before both Houses
of Parliament together with a copy of the audit report andjany
comments upon, or supplement to the audit report made by the

Comptroller and Auditor-General of India. (Section 619 A (1),
Companies Act, 1956),
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by the Government, and for this purpose the Government has
been allowed three months’ time after the Annual General
Meeting of the company to cause an annual report to be prepared
on the working and affairs of the company. Perhaps, the inten-
tion was to obtain a fuller view of the working and affairs of
Government companies, which the Board of Directors may not be
able to provide in its formal Report to shareholders.

In practice, the Government’s ‘annual report” to
Parliament is nominal and contains hardly anything more than
what is contained in the Annual Report of the company. In
some cases, these ‘“annual reports’ are not prepared! and only
the Reports as received from the companies are presented to
Parliament. The Government is not at all clear about the purpose
and significance of ‘“annual reports” it is called upon to prepare.?
Most of the information in the “reviews’’® is condensed from the
Annual Reports of the enterprise. The apparent purpose is to
highlight the contents of the Annual Reports and to bring the
information up-to-date, for it takes 6 to 12 months in most cases
before a Report is presented to Parliament.4

The reviews® sometimes emphasize matters of immediate
interest to Parliament. The review of the Ashoka Hotels,
e.g., gives the extent of Government’s stake and the return obtain-
ed on the capital invested by the Government. The review of
the Travancore Minerals brings to the notice of Parliament the
important fact, not found in the Annual Report, that “the
company is at present passing through a ecrisis and it will be
necessary to take adequate measures before it is put on a sound,
economic and modern basis’’. These reviews may also sometimes

1. The Ministries of Transport and Communication, and Scientific and
Cultural Affairs, e.g., do not prepare any report under section 619 A
for the companies under their administrative control.

2. The Company Law Administration in a circular dated 2nd June, 1958
to Government Departments and Ministries stated that these reports
«ghould be & brief review of the working of the Government company,
in which the comments of Government responsible for the preparation of
the review, including matters of special interest, if any, to that Govern-
ment, may be incorporated”, This clarification is vague and general,

8. Though the word used by the Companies Act is ‘“annual report’’ on
the working and affairs of the company, the Government calls it
“review’’. .

4. &8ee, Column 3 in Tables V and VI above,

8. The reference to the reviews pertains to the year 1961-62,



70 PUBLIC ENTERPRISES IN INDIA

cause confusion by providing information which is at variance
with that contained in the Annual Reports. A few instances may
be cited :

1. The production target of Monazite given in the 1961-62
Report of the I.R.E. was 2,400 tons as against 3,000
tons for the same period in Government’s review.

2. The cost of plant established by the H.M.T. at
Pinjore, Punjab, is given as Rs. 7.60 crores in the
Government’s review as against Rs. 10 crores in the
Annual Report, 1961-62.

3. “The relations between the management and the
employees have been cordial throughout the year”,
according to the Government’s review of Hindustan
Cables. But according to the relevant Annual
Report, 1961-62, ‘labour relations took an unhappy
turn on the issue of wage revision. The difference
could not be resolved despite considerable efforts.
Finally the employees resorted to a strike....”

4. In the Government’s review of Ashoka Hotels for
1961-62, figures of income for 1959-60 and 1960-61
were given as Rs. 75.35 lakhs and Rs. 90.83 lakhs
respectively, as against the figures of Rs. 75.36 and
Rs. 90.67 lakhs respectively given in the Annual
Report for 1961-62.

It is felt that a 500 to 1000-word review on one or two cyclo-
styled sheets is not serving any useful purpose. For some
enterprises no reviews are prepared. In some other cases it is
not ieven a faithful condensation and highlighting of the Annual
Report. Its get up and appearance is generally shabby as com-
pared to the nicely printed Annual Reports. It is suggested that
the Annual Report itself should highlight the year’s operations
and should contain a simplified Balance Sheet and Profit and Loss
Account. (This is already being done by some enterprises.)

A review by the Government would serve a useful
purpose if it refers to the Government’s policy regarding the
enterprise. This has been done in one or two cases.! At present

1. The Hindustan Housing, e.g., declared a dividend of 3 per cent on its
share capital. The Report for 1961.62 baldly tells us that the President
of India has withheld the sanction for the payment of this dividend.
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Parliament has little means of knowing as to how the large num-
ber of powers vested in the Government! are being exercised.
Wherever the Government exercises its power under the Articles
of a company, including a direction given to the enterprise, a
reference to the same should be made in the review prepared by
it, unless public interest is involved ; and in the latter case the
fact of its being so should be disclosed.

The preparation of “reviews’” by Government (to avoid
confusion the Companies Act should not call them <annual
reports”) should serve a definite purpose and they should be
prepared for public corporations as well.

In the UK., for gas and electricity industries, along
with the Annnal Report the minister is required to “lay before
each House of Parliament a report with respect to the exercise of
his functions during that year under the Act except as regards
matters which'in his opinion, it is against the interest of national
security to disclose.””? In these reports the minister presents an
account of the exercise of his powers under the statute. A copy
of such a report is given as Appendix VI. The Indian public
corporations have no such provision.

Time Taken in Presentation of Reports to Parliament?

The utility of the Annual Reports to Parliament both
as instrument of information and control is greatly affected by the

(Contd. from page 70) e
The «“review’’ clarifies the position by stating that as «it was proposed
to expand the factory it was felt that instead of declaring a dividend
the money should be retained by the Company and reinvested into the
business”,

1. These powers, e.g., relate to (f) the appointment and removal of the
members of the Board of Directors, (¢f) appointment with salaries
beyond & particular limit, (i¢{) approval of capital expenditure beyond
a particular limit. For details see : V.V, Ramanadham, The Control of
Public Enterprises in India, Now York, 1964, pp. 54-76.

2. Section 10 (5), Gas Act, 1948, and Section 10 (8), Electricity Act, 1857.

3. For statutory provisions in this regard, see Appendix III. This Appendix
relates to statutory corporations only. Regarding Government Com-
panies it is significant to note that the time within which the Annual
Report is to be presented to Parliament is not laid down by the law,
The Company Law Board in its memorandum of 3.1.1959, however,
thought it advisable that the Annual Report is laid before Parliament
within three months after the holding of the Annusal General Meeting
of the company.
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time taken in submitting them. The Estimates Committee! which
considered this question at some length recommended that the
Aceounts and Reports for the previous year be laid before Parlia-
ment before the general Budget for the following year is presented.
For the enterprises whose financial year closes on 31st March
this provides a maximum time of 11 months2? but for
enterprises which close their book on 30th June,® it would mean
8 months, and for enterprises which close their books on 3lst
December,* it would mean only 2 months, or to be realistic,
14 months. The Government assured the Estimates Committee
that every effort will be made to present the Annual Report to
Parliament within the least possible time after the close of the
financial year.5

The actual time taken after the close of the year in
presenting the Annual Reports to the Lok Sabha is shown in
Column 3 of the Tables V and VI above. This reveals that in
great majority of cases the recommendation of the Estimates
Committee has been carried out. The margin of time permitted
by the Estimates Committee is a bit too liberal.® As Table VII
shows, since the Estimates Committee’s Report, the number of
Reports taking more than 12 months has gone down significantly.
The majority of Reports, however, still takes 9 to 12 months

1. 73rd Report, Second Lok Sabha, on Preparation of Budget Estimates of
Public Undertakings and Presentation of their Annual Report and
Accounts to Parliament.

2. The Budget by convention is presented on the last date of February.

3. These are: Reserve Bank, IF.C. and Hindustan Salts Ltd. (The
last named company has changed its year, which is October to Sep-
tember, from 1962-63).

4, These are: Mogul Lines, E.R.I.C., State Bank and LI.C. The L.IC.
has, from 1962-63, changed to financial year.

5. 9th Report, Third Lok Sabha, p. 18. It contains the Government’s
replies to the recommendations of the Estimates Committee made in its
73rd Report, Second Lok Sabha.

6. In alater Report (49th Report, Third Lok Sabha, para 49) the Estimates
Committee wanted the Government to fix a time limit for the presenta-
tion of the Annual Reports to Parliament. The Government then
issued a memorandum (Oct. 1964) asking public enterprises to lay their
Reports on the Table of both Houses of Parliament latest by November—
December of the next financial year to which the Report pertains, and
it wanted a ‘strict-compliance’ of this suggestion (82nd Report, Com-
mittee on Public Undertakings, Third Lok Sabha, p, 40).
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before they go to the Table of the Lok Sabha. There is apparently
a scope for reducing this time lag,
TABLE VI

Showing the time taken in presentation of Reports
to Lok Sabha

1957-58 1961-62
Time taken in presenta 195 I
ison of Reports to Lok
fSab;& No. of % of No. of %% of
Reportst Total Reports Total
1 2 l 3 4 l 5
3 months or less — — — —
6 months or less 2 6 4 8
9 months or less 6 18 17 34
12 months or less 16 47 28 56
More than one year 10 29 1 2
34 100 50 100

A part of the delay in presenting the Annual Reports
to Parliament is at the Government’s end. Neither for the public
corporations nor for Government companies is there any specific
time limit within which the Government in its turn should submit
the Reports to Parliament. As column 4 in Tables V and VI
above would indicate, the time taken by the Government is any-
where between 1 to 7 months. Half the Reports take more than
3 months in getting presented to the House?, after being received
by the Government. In some cases a technical difficulty may
delay the presentation of the Annual Report. In the case of
E.S.I.C., for example, the Government took 64 months for sub-
mission of the 1961-62 Report to Parliament, after it was received
by it. The Government’s explanation is that under the E.S.I.C.
Act and the Rules thereunder the Annual Report and the Audit
Report are to be placed together before Paz:ﬂament. Even though
the Annual Report of the Corporation was adopted in October,
1962, the audited accounts were adopted by the Corporation only
in February, 1963, .and hence the delay.

1. 'The figures have been obtained from the data collected by the Estimates
Committee, 73rd Report, Second Lok Sabha, pp. 22-34.

2. This Study is confined to the pregentation of the Reports to Lok Sabha
only.
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Time Taken in Bringing Reports to a Discussion and in
Discussion

All the Reports presented to Parliament are not discussed,
and the handful that are, have to wait their turn along with many
other more important parliamentary businesses. As Table VIII
below would show, it took 15 months for the 1958 Report of the
National Industrial Department Corporation to be put before the
Lok Sabha and another 29 months before any discussion on it
could take place. Similarly, the L.I.C. Report for 1961 took 10
months in presentation and another 10 months before it was
actually discussed. This delay is largely caused by the lengthy
and cumbersome parliamentary procedure.!

TABLE VIt

Showing the time lag between the year of the Report
and the date on which the discussion on it took
place, during first 5 sessions of the Third Lok

Sabha, up to 23.9.1963.
Name of the | Year of the | Date on which| Time lag | Date on | Time lag
Enterprise | Report end- | laid on the | between 2 | which dis- | between 3
tngon | Tableof Lok | & 3 sn | cussion & 5, in
Sabha months | took place months

1 2 3 4 b 6

N.ID.C.* 31.12.58 31.3.60 15 18.8.62 29

31. 3.60 11.4.61 12 18.8.62 16

LIC. 31.12.61 10.11.62 10 5.9.63 10

S.T.C. 31, 3.62 412,62 8 26.8.63 8

* There was & joint discussion on both the Reports of N.I.D.C.

1. The Annual Reports do not come up for discussion unless a notice has
been given under Rule 184 of the Rules of Procedure and Conduct of
Business in Lok Sabha. This Rule provides for discussion on matters of
‘‘general public interest’”. The admission of the motion is at the
discretion of the Speaker ; but the motion before it can be accepted
must satisfy, inter alia, the conditions that (¢) it raises one definite
issue, and (¢f) it shall be restricted to & matter of recent occurrence.
The motion, after it is admitted, is published in the bulletin of Parlia-
ment under the heading ¢No-Day-Yet-Named Motion’’ (Rule 189). This
means that it is not certain whether the motion will be discuased or not,

and as to when it will be discussed.
(Contd. on page 75)
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It may be argued that because of a pressingtime schedule,
instead of Parliament, the parliamentary ‘‘Committee on Public
Undertakings” is better placed togive a closer attention to Annual
Reports. The present procedure to bring about a discussion on
the Reports is only an enabling one. However, it seems that the
M.Ps. are quite eager to bring about a discussion on the Reports.
During the first 5 sessions of the Third Lok Sabha (April, 16, 1962,
to September, 21, 1963) 82 notices to discuss various Annual
Reports were given, but only 3 Reports (as shown in Table VIII)
could be discussed, and in all 7 hours of parliamentary time was
devoted to themd,

Ensuring Quickness in the Preparation and Presentation of
Reports

In India, the State Bank and the H.M.T. have set healthy
examples of speedy preparation of the Annual Reports. Both
enterprises have widely spread-out units and have large scale opera-
tions, yet the former takes only 1 to 2 and the latter 2 to 3
months, after the close of the year, in preparing the Annual Report.
In the U.K., Annual Reports of nationalised industries like coal,
railways, electricity, which are far bigger than most of our publie
enterprises, are presented to Parliament within 5 to 6 months of
the close of the year. With greater mechanisation and efficiency,
Chesapeake and Ohio Railway Company in the U.8.A., was able
to send the “Flash Annual Report” for the year 1961 to its

(Contd. from page 74)

The Business Advisory Committee considers the various motions accep-
ted by the Speaker. It generally asks the Member giving the notice to
show the urgency and importance of his motion. The Committee then
prepares a list of motions to which the Speaker may allot a day or a
part of a day for discussion.

If a motion could not be discussed in the session in which the notice for
it was given, a fresh notice would have to be given in the next session
and the whole procedure gone through again, for what is of public
intersst today may not be of public interest tomorrow.

The inevitable consequence of this procedure is that a discussion on the
Annual Reports at present has to compete with numerous other matters
of general public interest, which may be more attractive though less
substantial, than the matters arising out of the Annual Reports,

1. It may be mentioned that discussion on the Annual Reports is only one
of the many occasions when Parliament discusses public enterprises.
But its importance lies in the fact that at this time Parliament devotes
its exclusive attention to a public enterprise.
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shareholders on January 2, 1962—the first working day of 1962,
The full Annual Repors was sent to its 93 thousand shareholders
within 30 days of the close of the year.

The Company Law Administration has, from time to time,
impressed upon Government companies the need to ¥treamline
their administration so as to quicken the process of preparatien
of Annual Reports. In a circular to all Government companies?, it
commended the following time-schedule adopted by the HM.T. :

1.

Preparing monthly accounts and balance sheet and
getting the March accounts ready by 20th April,
Making final adjustments by the end of April so that
the accounts are ready for statutory audit by the first
week of May.

Planning statutory audit in consultation with the
Statutory Auditors in such a way that the whole
year’s transactions are audited by the end of April so
that they are ready to audit the final accounts by the
first week of May.

Planning along with the Deputy Director of Commer-
cial Audit posting their audit team so that they are
ready to take up the accounts as audited by the
Statutory Auditors by middle of May.

Getting the accounts adopted by the Board by middle
of May, by circular, if necessary.

Getting the local Deputy Director of Commercial
Audit’s report on part IV of the accounts by the end
of May and expediting the final certificate of the
Director of Commercial Audit by the first week of
June.

Planning of printing etc. of the annual report by the
first week of June, and publishing the same by the
second week of June as soon as the Director of Com-
mercial Audit’s certificate 18 obtained.

But it is not only the enterprise, the Government too will

have to streamline its machinery. There is no reason why the
Government should generally require 3 to ¢ months, after the
receipt of the Reports, just to place them before Parliament. The
.answer that Parliament was not in session would hardly be valid

1. Estimates Committee, 78rd Report, op. cit., pp. 35-6.
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for the simple reason that the gap between sessions is generally
not more than 3 months, '

In the U.K,, Annual Reports of nationalised industries
organised as public corporations are ordered to be printed by the
House of Commons. When the date of publication of a Report
falls during a parliamentary recess a device is used to avoid
unnecessary delay in publication : since the House of Commons
can order a document to be printed only while it is sitting, the
minister lays an outline of the Report on the Table of the House
before it rises for the recess. For example, the B.0.A.C. Report for
1961-62 was presented to the House of Commons and ordered to
be printed on 19th July, 1962, but the letter of transmittal from
the Chairman of the Corporation to the Minister is dated 18th
September!. The same holds good in respect of the Reports of
many other nationalised industries.

Some lesson can be drawn from this practice. If a Report
is likely to be ready soon after the parliamentary recess, the
ministry * may formally submit an outline Report before the
House breaks. As soon as the full Report is ready it may replace
the former. This will reduce the time in presentation of the
Reports to Parliament and would enable the public to obtain
them earlier?2. This suggestion might also provide some spur for
presenting the final Report itself quickly, for the enterprise
would like to avoid the trouble of preparing an outline Report.

In Canada, the Financial Administration Act, which
governs all the Crown Corporations, prescribes a maximum period
of 3 months after the close of the financial year within which a
Corporation has to submit its Report to the minister. The latter
in his turn has tolay this Report before Parliament within 15
days after the commencement of the next ensuing session®. A
comparable statutory provision may not be necessay in India, but
a convention should be established by which, exceptional cases
apart, an Annual Report is placed before the legislature within
nine months after the close of the financial year.

1. The information is obtained from the B.0.A.C. Annual Report,.
1961-62.

2. The public enterprises do not, as a matter of policy, make their Annual
Reports available to the public until they are placed before
Parliament.

3. Financial Administration Act, 1951, Section 85 (3).
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Conclusion

The Annual Report is an important medium through
which an enterprise gives an account of itself. To the public and
Parliament, the Annual Report provides information on a confinu-
ous basis, which helps in judging the enterprise’s performance.
Carefully planned, properly streamlined and detailed Annual
Reports would also obviate the need of routine questions and
thus save valuable parliamentary time. They could also affect
the quality of parliamentary discussions on public enterprises, in
& much as it might become more informed and constructive.

At present, few Reports are oriented to the requirements of
the public and Parliament. There is not sufficient recognition of
the fact that the public and Parliament are as much appreciative
of the difficulties as they are critical of the lapses and short-
comings. The Annual Report should therefore aim at providing a
correct, comprehensive! and coherent picture of the enterprise.
This would not be an easy exercise to do, for it would call for a
big change in the the approach and outlook of the management in
regard to the what and how of reporting?. The present state of
reporting, along with some suggestions for improvement is con-
sidered,in the following Chapters.

1. Asregards comprehensibility of the Annual Reports the policy of the
British Transport Commission deserves emulation. The Commission
considers as its «“duty” to present in its Annual Report «as clear &
picture as possible of the state of business over which it exercises
control on behalf of the nation, even if it does involve repetition of
things which have been said in other places”. British Transport Com-
mission, Annual Report, 1961, Vol. I, p. 1, para 4,

2. The chief executive of one of the biggest public enterprises turned the
tables when he asked the present writer as to why he wanted to provide
a broader frontage for public attacks by asking for more detailed and
informative Annual Reports,



Chapter 111

A Survey of Annual Reports—
Directors’ Report

Introduction

The Annual Report has two distinet parts—the Directors’
Report, and the Accounts and Audit Report. This Chapter con-
tains a general survey of the first part and the next of the second
part. The Study does not aim at analysing the working of publio
enterprises : it only attempts to find how far their working has
been reported, and to what extent the same has been clear, coher-
ent, complete and consistent. Suggestions for improvements have
also been made. The various examples chosen to illustrate the
analysis may give an impression of picking holes. But these
instances are not intended to cast reflection on one enterprise or
the other ; they are only to show that the Study is not merely
academic or hypothetical.

For a correct perspective, it must be stated that publioc
enterprises in India lack experience and tradition! in the matter
of Annual Reports. The enterprises established as companies are
governed by the same law as is applicable to their counterparts in
the private sector. But they have gnot much to learn from the
experience of the latter here. The shareholders in private enter-
prises, in most cases, are kept ignorant of the functioning of the
companies on the pleathat disclosures would impair their interests,
The Bhabha Committee quoted with approval the Cohen Commlttge

1. The fact that the Reports of the Iudmn Rallwsys are more elaboute
and useful than most other Annual Reports is due to their tradition of
100 years.

79
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to say vmat ‘“most Directors’ reports are colourless documents
which do little to inform or educate the shareholders’?,

It is necessary to state that complete objectivity cannot be
expected] from the Annual Reports?2. The public enterprises
have to justify their actions before a highly critical audience, some
of which is temperamentally opposed to them. These people are
not prepared to take a lenient or sympathetic view of the lapses
and faults of public enterprises, though committed during infancy.
One who is likely to be attacked, naturally tries to defend himself
in advance. It is not uncommon, therefore, to find the public
enterprises glossing over failures or attributing them to causes
beyond their control. The basic fact, however, remains that these
enterprises are sustained on public goodwill and will have to carry
conviction with the community.

The following analysis deals with important matters which
are generally contained in the Directors’ Report. The Study
would also provide some insight into the various aspects of public

enterprise operations.

Financial Matters

Most Reports while dealing with financial matters give the
result of the year’s uperations in monetary terms and the main
factors affecting it. The details of appropriations of profit are
also given, though comparative figures for the last year arc often
missing. To place things in perspective, it will be desirable that
figures for two previous years are provided. A 5-year or 10-year
comparative statement of the main items of the financial results

1. Report of the Company Law Committee (Bhabha Committee), 1952, p. 126,
para 170,

2. There are other sources, e.g., the Reports of the Estimates and Publie
Accounts Committees, the Committee on Public Undertakings, the
Reports of the Comptroller and Auditor-General of India, .e., Central
Government, Audit Report (Commercial), and the Reports on Working
of the Industrial and Commercial Undertakings of the Central Govern-
ment, published by the Ministry of Finance, where one may look for
greater objectivity in reporting about the public enterprises’ operations.
Except the last source, which is & yearly publication compiled largely
from the information contained in the Annual Reports, the other sources
do not report about public enterprises in any regular way. Overa
hundred Reports of the Estimates Committee and about three dozen
Reports of the Committee on Public Undertakings published so far,
provide a very valuable objective study of public enterprise® in India.
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would be excellent. The Hindustan Shipyard!, the Indian Rare
Earths? and the Hindustan Antibiotics? provide some useful infor-
mation in this regard. Graphs. charts, and simplified financial
statements are also given in many cases to provide a broad picture
of the working of the enterprise.

The Reports also refer to important changes in the
capital structure including the number of shares issued, the con-
sideration for which issued, the loans obtained etc. However,
outside participation in the share capital and interest holiday or
moratorium, if secured, are not mentioned in many cases. In the
Hindustan Shipyard, Government took over the interest of
Scindias, but no information of the reasons and the basis of take
over was provideds,

For most persons, it is the financial outcome of the
operations which counts first and last. The financial narrative and
statistics require great attention particularly to explain adverse
situations and to refer to future prospects. True, often, due to
extenuating circumstances, financial results alone are not a test of
efficiency; but then such a situation needs a detailed mention.

Sufficient attention has not been paid to explain the
financial position clearly, particularly when it tends to be difficult.
The Hindustan Steel, whose adverse working has titled the scales
against the public enterprise as a whole, is a case in point. It
suffered a loss of Rs. 239 million in the 9th year of its operations
as against Rs. 194 million in the 8th, and Rs. 7 million in the 7th.
Yet the 9th Report (1962-63) did not contain a single word to
explain this phenomenon. On the other hand, the directors
felt “gratified to report that concerted efforts in all directions,
both technological and managerial have improved operational
results alround’”®. The Company has been complaining in a mild
way about the fixation of retention price which ‘““does not take
into account the capital block of the Company which is larger than
the capital block of the private sector companies’”. <This”, the
Company said, “puts us at a disadvantage’’®. The extent of loss

Annual Report, 1962-63, p. 15.
Ibid., pp. 4-5.

Ibid., p. 6.

Ibid., 1961-62, p. 9.

Ibid., 1962-63, p. 15, para 22.
Ibid., p. 8, para 8.

[ ol ol o
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It is necessary to state that complete objectivity eannot be
expected] from the Annual Reports®.. The public enterprises
have to justify their actions before a highly eritical audience, some
of which is temperamentally opposed to them. These people are
not prepared to take a lenient or sympathetic view of the lapses
and faults of public enterprises, though committed during infancy.
One who is likely to be attacked, naturally tries to defend himself
in advance. It is not uncommon, therefore, to find the public
enterprises glossing over failures or attributing them to causes
beyond their control. The basic fact, however, remains that these
enterprises are sustained on public goodwill and will have to carry
conviction with the community.

The following analysis deals with important matters which
are generally contained in the Directors’ Report. The Study
would also provide some insight into the various aspects of public

enterprise operations.

Financial Matters

Most Reports while dealing with financial matters give the
result of the year’s vperations in monetary terms and the main
factors affecting it. The details of appropriations of profit are
also given, though comparative figures for the last year are often
missing. To place things in perspective, it will be desirable that
figures for two previous years are provided. A 5-year or 10-year
comparative statement of the main items of the financial results

1. Report of the Company Law Committee (Bhabha Committee), 1952, p. 126,
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2. 'There are other sources, e.g., the Reports of the Estimates and Publie
Accounts Committees, the Committee on Fublic Undertakings, the
Reports of the Comptroller and Auditor-General of India, i.e., Central
Government, Audit Report (Commerocial), and the Reports on Working
of the Industrial and Commercial Undertakings of the Central Govern-
ment, published by the Ministry of Finance, where one may look for
greater objectivity in reporting about the public enterprises’ operations,
Except the last source, which is a yearly publieation compiled largely
from the information contained in the Annual Reports, the other sources
do not report about public enterprises in any regular way. Overa
hundred Reports of the Estimates Committee and about three dozen
Reports of the Committes on Public Undertakings published so far,
provide a very valuable objective study of public enterprise® in India.
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would be excellent. The Hindustan Shipyard!, the Indian Rare
Earths? and the Hindustan Antibiotics? provide some useful infor-
mation in this regard. Graphs, charts, and simplified financial
statements are also given in many cases to provide a broad picture
of the working of the enterprise.

The Reports also refer to important changes in the
capital structure including the number of shares issued, the con-
sideration for which issued, the loans obtained etc. However,
outside participation in the share capital and interest holiday or
moratorium, if secured, are not mentioned in many cases. In the
Hindustan Shipyard, Government took over the interest of
Scindias, but no information of the reasons and the basis of take
over was provided?.

For most persons, it is the financial outcome of the
operations which counts first and last. The financial narrative and
statistics require great attention particularly to explain adverse
situations and to refer to future prospects. True, often, due to
extenuating circumstances, financial results alone are not a test of
efficiency; but then such a situation nceds a detailed mention.

Sufficient attention has not been paid to explain the
financial position clearly, particularly when it tends to be difficult.
The Hindustan Steel, whose adverse working has titled the scales
against the public enterprise as a whole, is a case in point. It
suffered a loss of Rs. 239 million in the 9th year of its operations
as against Rs. 194 million in the 8th, and Rs. 7 million in the 7th.
Yet the 9th _Report (1962-63) did not contain a single word to
explain this phenomenon. On the other hand, the directors
felt «gratified to report that concerted efforts in all directions,
both technological and managerial have improved operational
results alround’®. The Company has been complaining in a mild
way about the fixation of retention price which “does not take
into account the capital block of the Company which is larger than
the capital block of the private sector companies”. <«This”, the
Company said, ‘‘puts us at a disadvantage’® The extent of loss

Annual Report, 1962-63, p. 15.
Ibid., pp. 4-6.

Ibid., p. 6.

Ibed., 1961-62, p. 9.

Ibid., 1962-63, p. 15, para 22,
Ibid., p. 8, para 8.
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on this account and other factors that have affected profitability
are not clearly stated anywhere.

Falling profits or increasing losses as also other important
changes affecting financial position need to be explained thoroughly.
It cannot be said that the necessary degree of attention is being
paid to these matters.

The National Building Construction Corporation is one of
the few enterprises which takes some pains to explainsits adverse
financial working?, However, the extenuatory arguments offered
could be arranged and emphasized differently and substantiated
further to achicve greater effectiveness. The public enterprises
cannot afford to lose sight of the blaze of publicity which their
operating results attract inside and outside Parliament. Every
effort is necessary to secure results and to explain adequately the
failure in not achieving them,

The decrease in the S.T.C.’s profits in 1962-63 by Rs.
60 lakhs over the previous year was ““attributed” to ‘“‘imposition
of super-tax””2. The National Coal Development Corporation
made clear how it had to incur heavy losses (nearly Rs. 6 million)
on two coal mines which were worked at the instance of the
Government of India, because they were producing coking coald,
A major change from the financial point of view took place when
the Hindustan Insecticides’ basis of operation was changed from
“no profit no loss” to “commercial”. But this significant fact
was only casually mentionedt. The Hindustan Antibiotics, where
a similar change took place, gave useful details of the financial
implications of the change over®.

Financial working during the gestation period would
require special attention. The Heavy Electricals, for example,
showed a loss of Rs. 1:06 crores in 1961-62 ; the explanation,
inter alia, being that “a sizeable loss in the initial phases of
construction is inevitable...and has been expected’’s. Again, the
explanation of the loss of Rs. 4:58 crores next year was that “a
loss in the earlier years has been anticipated”, and that “the large

Annual Report, 1962-63, pp. 6-7.
Ibd., p. 10.

Ibid., 1960-61, pp. 3-4.

Ibid., 1961-62, p. ?

Ibid,, p. 9, para 4,

Ibid., p. 4.
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over-heads, depreciation and interest charges cannot be covered
at the inception when the level of production is small in relation
to capacity’’l. The 7th Anuual Report thus continues to use the
words such as “earlier years’ and “inception” without mention-
ing the expected gestation period. The public, it should be
remembered, can appreciate losses provided the situation is

properly explained?.

Personnel Matters

(a) Manpower

As a piece of information, the Annual Reports would be
expected to mention the staff strength, category-wise. But
the majority of Reports do not even provide the total staff
strength, and only a few gives its category-wise distribution. Some
detailed statistics about staff are provided by the two Air Cor-
porations3, where eight categories of staff are compared with the
last year’s figures ineach category. The L.I.C.4, which shows
staff figures under four categories, also gives details of the
increase or decrease in each category, during the year, ie., by
recruitments, promotions, retirements, (}eaths, and resignations.
On the recommendations of the Estimates Committee? the Heavy
Electrical’s Report® now contains staff strength in four categories.

Very few enterprises talk about the efficiency with which
man-power is being employed. This, to some extent, would
be reflected in the percentage of the man-days lost of the
possible man-days during the year, which figure no enterprise
gives. Only a few Reports contain some reference to work study,
incentive schemes and other methods employed to improve pro-
ductivity of labour.

Increase or decrease in the number of persons employed

1. Annual Report, 1962-63, p. 4.

2. The General Munager of the Enterprise told the present writer that he
was thinking of preparing a profitability curve to indicate clearly the
extent of loss during gestation. He thought that in that way the
enterprise’s efficiency would be judged with reference to the diminution
in losses, which were otherwise expected.

3. Air-India, Annual Report, 1962-63, p. 15; I.A.C. Annual Report,

1962-63, p. 8. |

Annual Report, 1962-63, p. 46.

5. 35th Report, Third Lok Sabha, p. 72, para 233

6. Annual Report, 1962-63, p. 8.

Lo
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over the previous year if correlated with an increase or decrease
in some other sphere of operation, for example, sales, or produc-
tion, could be, though with many limitations, an index of
efficiency. The Indian Telephone Industries, for instance, com-
pared a 35 per cent incredse in‘sales with a 10 per cent accretion
to staff during 1961-62, over the previous year!. ~ In Indian Rail-
ways also the percentage increase in staff strength (and not the
percentage increase in cost of staff, for which only total figures are
given) has been justificd with reference to percentage increase in
passenger and goods traffic?.

Man-power planning is the Achilles’ heel of the economy as
well as of most public enterprises. The subject does not find much
mention in Annual Reports. The following extract from the
Report of Hindustan Stecl is perhaps the only of its kind :

“Re-assessment of man-power requirements is being made

on the basis of work studies conducted by the Industrial
Engincering Department of the Plants. Based on this
experience and study, advanced planning for man-power
requirements for the expanded plants has also made good
progress...Man-power planning cells in the plants and a
Man-power and Training Division in the Head Office have
been set up to continually study and co-ordinate manning
requirements on a systematic basis. Apart from this,
personnel budgeting has been introduced...”®

Virtually no information is provided on recruitment
policies and programmes: the difficulties in recruiting and
retaining special skills and the steps taken to meet the situation.
At best, some general comments are made by few enterprises?.
The Employees’ State Insurance Corporation provides figures® for
direct recruitment and by departmental promotion of the various
categories of staff.

A great emphasis on long term plans of training and
development of personnel was laid by the Third Plan. Many
enterprises give details of training and apprentice schemes of

1. Annual Report, 1961-62, p. 19. Such a comparison has not been made
in the 1962-63 Report.

2. Ibid., 1961-82, p. 50.

3. Ibid., 1962-63, p. 12, para 14.

4. See, e.g., the Annual Reports of Hindustan Shipyard, 1961-62, p. 21 ; and

of S.T.C., 1962-63, p. 12, para 11.1.

5. Annual Report, 1961-62, p. 58.
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various types. But there is no grappling with the issue. Not a
single enterprise relates its training programme with its short or
long term requirements. The Third Plan’s view! that “in the
context of programmes for the training of man-power, the demand
of rapid economic development is like those of a national
emergency’’, does not seem to have been taken to heart by most
of the public enterprises. In any case, there is no such indication
in the Annual Reports. From the point of view of information,
reporting by the Oil and Natural Gas Commission about the
number of persons trained in various categories, their designations
along with the subject in which and place where the training was
obtained, is commendable?. A few Reports also mention about
managerial and other types of training.

(b) Labour Relations

“The relations continue to be cordial throughout the
year” is virtually all that most of the Reports state regarding
labour relations. The Fertilizer Corporation’s directors were
“pleased to report that relations with the recognised unions in all
Units remaincd undisturbed during the ycar”®. In the Garden
Reach Workshops “reasonably good relations’” were maintaineds*.
In the State Trading Corporation ¢the relationship with the staff
was ‘‘cordial and espirit de corps has becn established between
staff and management’’s.

Reporting about  strained industrial relations  and
strikes is inadequate. The factors affecting labour relations, and
the efforts made to improve them should be mentioned except
where it may not be in the interest of the enterprise. If a strike
is resorted to, the minimum one expects to know is the number of
man-days lost, loss of production in physical and financial terms
and the efforts made to avoid the recurrence of a similar situation
in future. Very few enterprises, if any, provide information on
these lines.

The machinery for industrial relations is often ignored
in the Reports. The L.I.C. Reports make no reference even to

1. Atp. 168

2. Annual Report, 1962-63, p. 62.

3 This is the only sentence given under the head ‘‘industrial relations”,
Annual Report 1962-63, p. xi (Italics ours).

+. Annual Report, 1962-63, p. 3.

5. Ibid., p. 12, para 11.1.
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the statutory Employees and Agents Relations Committee. This
Committee has a duty to advise the zonal managers on welfare of
employees and agents and to promote amity and good relations
between them and the Corporation!. The Labour Relations
Committee required to be formed under the Air Corporations Act
for the same purpose? finds a casual mention in the Reports of
the two Corporations3,

(¢) Labour Welfare

The public enterprises are cxpected to bring about ‘a
qualitative difference in the tasks set for the labour movement.
The economic activity is not to be conceived of solely in terms of
output and return ; the principal test of this would be the good
of all those who are engaged in it”4

The concept of “model employer” lays a heavy responsi-
bility on the public enterprises. And this scems to have been
taken up seriously. Many Reports contain a detailed mention of
welfare activities like housing, free education and scholarships ete.
to workers’ children, medical facilities, transportation to and
from the place of work, canteens, welfare centres, sports and
cultural activities and so forth. Some enterprises, e.g., the
Hindustan Steel® keep silence on these matters. Counting or
recounting® welfare measures will draw attention to a fact of
which the public enterprises could be deservedly proud of.

The finances involved in various welfare measures, the
aggregate as well as the per head expenditure, do not gencrally
find any mention. The Hindustan Machine Tools and the
Hindustan Antibiotics focus attention on workers’ welfare by
comparing total emoluments of the lowest paid employee with the
figures of the previous period’. The National Coal Devclopment
Corporation refers to the average per capita expenditure of

L1I1.C. Act, Sec. 22(3).

Air Corporations Act, Sec. 41(2).

Annual Reports, 1962-63, I.A.C. and Air-India, p. 9, para 40, and p. 16,

para 60 respectively.

Third Five Year Plan, p. 253.

The Hindustan Steel has spent about Rs. 50 crores on housing, and

during 1962-63 its welfare expenditure was over Rs 62 lakhs.

6. The Annual Report of Hindustan Salts both for 1960-61 and 1961-62
without mentioning the amenities stated that all <as mentioned in the
last Report were continued during the year”.

7. Annual Reports for 1962-63, H.M.T., p. 40, Antibiotics, p. 13.

Ll o ““‘""‘[
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Rs. 100 per annum on housing, welfare and other amenities!, The
Heavy Electricals gives the cost of labour agenities, including
housing, at Rs. 679 per head per annum?. If the information of
expenditure incurred in the industry as a whole on welfare

measures is made available, more useful comparisons would be
possible,

Expenditure on welfare should be clearly stated parti-
cularly where it makes inroads into the profits. For instance,
heavy expenditure has been incurred on housing by many
enterprises. This affects the return on the capital invested—a -
test by which a business enterprise is often judged. But very
few enterprises state the amount invested in housing and none
refers to its effects on the return on capital invested. In some
cases, inadequacy of housing is referred to without going into
its financial implications’. Such omissions may give rise to
expectations, which it may not be possible to fulfil. The public
enterprises in their own interest should clearly bring out finan-
cial implications of welfare measures, Attempt could also perhaps
be made to work out some tentative relationship between welfare
expenditure and labour productivity.

(d) Industrial Democracy

The achievement of industrial democracy is considered
an important ingredient of the socialist system?. The Second
Plan® considered industrial democracy as *prerequisite for the
establishment of a socialist society”. The Iirst Plan® envisaged
to create a sense of partnership in industry and to make the
worker feel that he is not only the servant but the master of the
enterprise in which he serves. The public enterprises as model
employers are also expected to be forerunners here. Their
Annual Reports, however, do not substantiate this expectation.
Virtually no information is provided of efforts to bring about
workers’ participation in management, except a brief rcference to
the existence and functioning of the Works Committees, or Joint

Annual Report, 1963-64, p. 8.

Ibid.

See, e.g., Hindustan Cables, Annual Report, 1962-63, p, 7.
Third Five Year Plan, p. 2564.

At p. §72.

At p. 518.

LA ol L
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Management Committees, in some cases?.

Suggestion schemes are now an accepted part of the
programme of workers’ participation in management. Quite a
few enterprises have such schemes in operation but only a few
make a mention about them. The success of industrial democracy
depends in a large measure on an educated labour force but

virtually no reference has been made to workers’ education in the
Reports.

(e) Safety

Very little reporting is done about safety. Nationalised
British industries give the number of accidents category-wise and
make mention of the safety measures adopted. In India, the Air-
India gives figures for (a) “number of accidents involving injuries”
and (b) “man-hours lost thereby’’, along with a percentage com-
parison with the previous year.2 The Indian Railways classify
accidents in three categories, and mention the number of accidents
for which compensation was paid, and the amount thereof:, No
comparative figures are however provided; nor is there any refer-
ence to measures undertaken to reduce accidents. The Hindustan
Shipyard states pithily that “the incidence of accidents is on the
decline on account of intensive propaganda on safety measures”,
The Fertilizer Corporation mentioned the accidents reportable
under the Factories Act in its 1960-61 Report. But the later two
Reports omitted this information. The Hindustan Insecticides in
its 1960-61 and 1961-62 Reports gave a sub-head ‘safety”’, which
was not followed in the later Reports. Other Reports have practi-
cally nothing to say on this topic.

Production
(a) Targets

The first thing expccted from an Annual Report about
production is its quantum, both in physical and financial terms.

But very few cnterprises provide both these figures. Further,
production statistics to be of value, must be related to targets.

1. See,e.g, the Annual Reports (all 1962-63) of Hindustan Steel, p. 12, para
16 ; Indian Refineries, p. 6 ; National Instruments, p.?; LAC., p9,
para 40 ; and Indian Railways (1961-62), p. 52.

2. Annual Report, 1962-63, p. 14, para 49,

3. Ibid., 1961-62, p. 52, para 103.

4, Ibid., 1962-63, p. 26, para 33,
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A large number of Reports do not make any mention of the
targets, and in many cases if it is done once, it may not always be
done next year. To illustrate :

1. Heavy Electricals: 1961-32 Report (p. 6) gives a target
of an output of Rs. § crores for 1962-63, but the 1962-63
Report (p. 6) withoup referring to this target mentions
only the output of Rs. 3.1 crores achieved during the
yearl.

2. National Newsprint and Paper Mills : 1961.62 Report
(p. 4) gives a production target of 28,000 tonnes for
1962-63, but the Report of 1962-63 (p. 10) shows pro-
duction at 26,515 tonnes and refers to an increase in
production of 1236 tonnes over the previous year, with-
out referring to the target.

3. Hindustan Cables : 19569-60 Report (p.3) envisaged a
production of 1174 miles of Dry Core Cable and 200
miles of Coaxial Cable for the year 1960-61. But the
1960-61 Report (p. 3) gave the year’s production as 1077,
miles of the former and 57 miles of the latter without
any reference to the targets fixed carlier, It, however,
took pride in the fact that its output of Dry Core Cables
had gone up by 56 per cent as compared to the previous
year (p. 3).

4. Fertilizer Corporation : 1961-62 Report (p. 3) gave the
target of double salt of 84,000 tons for the Sindri Unit
for the year 1962-63. But the 1962-63 Report (p. iv)
gave only the actual production of 62,229 tonnes,
without referring to the target.

There could be no two opinions that not only targets
but also the reasons for not achieving them should be related. Not
many enterprises do so. The non-achievement of targets by the
Indian Telephone Industries in 1961-62 was explained away by
merely stating. that targets “were placed high enough to provide
sufficient leeway for diversion of effort towards non-scheduled
items and to serve as an incentive for greater efficiency’’?, The

1. The Annual Report for 1964-65 (perhaps following the recommendation
made by the Estimates Committee, third Lok Sabha, in its 35th Report)
now gives itemised production in physical terms as well as its value,

and compares it with the targets.

2. Annual Report, 1961.62, p. 15.
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1962-63 Report dropped the comparison of the actuals with the
target and thus the need to explain the differences was obyiated.
The Hindustan Housing Factory admitted the shortfall in the
achievement of the targets which was ascribed mainly to the ‘lack
of cordiality in the employer-employee relations and strikes’’1,
For the Heavy Electrica‘ls, the IEstimates Committee?
suggested that the Company should give in its Report “the actual
item-wise production during the year pis-a-vis the targets’, along
with “the reasons for shortfall and steps taken to overcome the
difficulties”. This useful rccommendation should, as far as possi-
ble, be followed by other public enterpriscs. Following the recom-
mendation, the non-achievement of targets was, inier alia, explain-
ed as follows :
«The shortfall 1n production against the targets for finished
output is attributable mainly to inexperience and low pro-
ductivity of staff and the inevitable teething troubles and
difficulties in establishing intricate manufacturing techni-
ques involved in the production of a variety of complicated
equipment, Every endeavour is being made to get over
these initial difficulties .. .3

It is thought that frank admissions of shortcomings by
public enterprises would not undermine confidence in them, if
there is a sincere endeavour to improve the situation, and if this
is detailed out in the Reports as much as possible. A mere state-
ment of the prevalling situation is not enough. The Air-India
faced a difficult situation when during 1961-62, along with other
world air lines, it increased its capacity in the expectation of an
increase in traftic, which did not matecrialise. Consequently, the
Corporation suffered a sharp reduction in profits. This significant
occurrence was explained away summarily which did not provide
a satisfactory appraisal of the situation!. This is brought into
bold relief when set against the B.0.A.C.’s Report for the same
year (1961-62), which in a most comprehensive and painstaking
way explained as to why its capacity was increased, the reasons
of shortfall of traffic, its results, and efforts made to meet the

gituation,

Annual Report, 1962-63, p. 4.

36th Report, Third Lok Sabha, p. 31, para 98.
Ibsd., 1962-63, p. 6.

Ibid,, 1961-62, p. 8.

.
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In the National Coal Development Corporation there
was heavy stockpiling because of transport difficulties. The
production had to be cut to less than 50 per cent of the capacity
with the resultant loss all-round. Not a word, however, was said
about the efforts made regarding the transport difficulty—that
being taken as given?.

Talking about targets, they have certain bases of
fixation, which must be stated. These may be the installed or
rated capacity, the availability of some scarce raw material or
some other factor of production, the demand for the product, etc.
At present, very few enterprises state the bases of their target
fixation2. In the absence of this information, a correct evaluation
of the enterprise’s efliciency becomes difficult. Also, the targets
should be mentioned in Annual Reports at lcast a year in advance.
This is not done in most cases.

(b) Cost of Production

The cost of production is generally not disclosed in the
Anuual Reports, as it is considered something secret. The Indian
Telephone Industry’s Report for 1961.62 (p. 44) gave graphs to
show the cost of production of a few selected items over a period
of years®. And thus gave some indication of cost trends without
disclosing the actual cost of production. This method can be
safely commended for adoption by other public enterprises.
However, where disclosure does not affect the interest of an
enterprise, the actual production cost may be compared over a
period of years. 1f possible, the factors which go into the making
of the cost, such as man-hours and machine-hours spent in
producing a unit of output, be compared over a period of time.
The cost of production can also be compared either with the
landed cost?, or cost of production in other units within the coun-

1. Annual Report, pp. 1-3.
The Hindustan Salt’s target of production 1s, e.g ,fixed every year before
the commencement of the manufacturing operations, after taking into
consideration the (1) likely demand for salt, (2) stocks of salt in hand,
(3) rain-fall during the particular year”. (Annual Report, 1961-62, p. 4)

3. It is not known why the later Reports did not provide these graphs.

4, The HM.T., e.g., compares the sale price of its machine tools with the
«current landed cost of European machines of equivalent quality”, but
the name of the country, or the make with which comparisons are made
is not disclosed. This may create doubts about the validity of the
comparison. Annual Report, 1962-63, p. 7 and p. 40.
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try or outside. The factors impeding such a comparison could be
suitably explained.

Further, it would not be of much use to say in a general way
that ‘‘the cost of production was maintained as per the previous
year”l, or that “it was possible to economise on production costs
in spite of rise in material costs and salary levels’’?. More specific
support of cost reduction must be given and cost-consciousness be
clearly shown.

(¢) Efficiency of Production

Apart from cost reduction, efficiency of production could be
shown in the form of conservation of scarce resources and develop-
ment of indigenous sources of raw material®. As it is, some
Annual Reports contain general remarks like ; <“special efforts are
made to increase the indigenous contents to the extent possible”t
or, “a sustained programme of exploration is pursued to find more
indigenous substitutes and also to induce the indigenous manufac-
tures to take up the production of imported items”s. Greater
details of the reduction effected in the use of imported items
as also of difficulties encountered in doing so, should be given.
The indigenous content of the H.M.T. machines is about 95 per
cent, and has remained so for the last three yearst, No disclosure
is, however, made about the components not obtainable locally,
or of the efforts to manufacture them indigenously.

The quality control finds a mention in the Reports of the
Hindustan Antibiotics. The Report of the National Projects
Construction Corporation? also mentions the setting up of a quality
control cell in the Corporation for improving the quality of work
and to effect savings. The next year’s Report, however, skips over
the matter. Other Reports are silent on this point,

1. Hmdustan Insectlcxdes, Annual Report, 1960-61, p. 6.

2. Bharat Electronics, Annual Report, 1962-63, p. 10,

3. The Estimates Committee considered it «highly desirable for the Annual
Reports of Heavy Electricals to indicate the percentage of imported
raw materials and components used in the manufacture of equipment
s0 that the progress made 1n the utilization of indigenous raw materials
and components is known from year to year”. 35th Report, Third Lok
Sabha, p. 39, para, 124.

4. Bharat Electronics, Annual Report, 1962-63, p. 7.

5, Hindustan Shipyard, Annual Report, 1962-63, p. 17.

6. Hindustan Machine Tools, Annual Report, 1962-63, p 40

7. Annual Report, 1963-64, p. 10.
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Sales and Export Promotion
(a) Sales

Every enterprise has something to sell. In some enterprises
sales present no problem as the whole! or a large part? of their
products is taken up by a Government department or agency ;
in some others it is largely a seller’s market3, Only some enter-
prises have to take care of sales and have to find ways and
means to dispose of their products or services. The reporting
about sales is generally meagre : in most cases no mention cxists
about sales targets, the cxtent to which these are achieved, or
other aspects of the sales problem.

The information about sales, if given region-wise, would
in some cases be useful for many types of economic analysis.
The Fertilizer Corporation gives details of the sale of fertilizers
to various states. The L.I.C. provides figures for the average
sum assured per policy, the number of policies and the sum
assured in rural and urban areas for each of its five zonest, The
Hindustan Insecticides gave details of the sale of D.D.T. to
various states; but the 1962-63 Report dropped them without
any apparent reason. The Industrial Finance Corporation has
given figures of financial assistance state-wise. The Employecs’
State Insurance Corporation’s Reports also give many useful
details of the Corporation’s activities, region-wise.

(b) Export Promotion

Export promotion being an’ essential obligation of the
enterprises with an export potential, efforts made in this behalf
should be stated in the Annual Report. Most enterprises have

1. The total production of the F.C.I. is,e.g., disposed of through the
Central Fertilizer Pool.

2, Alarge part of the sales of Hindustan Aircraft, Hindustan Cables,
Hindustan Insecticides, [.T.I., e.g.,, are made to government depart-
ments or agencies.

3. As for example in case of the National Newsprint and Paper Mills, and
the H.M.T.

4. The fivo zones are : Northern, Central, Eastern, Southcrn and Western.
It may incidentally be of interest to note thatin 962.63 the average
sum assured in the Northern and Southern zones was R-, 5,013 and Rs
3,764 respectively. The total sum assured in the two cases was Rs. 115
crores and Rs. 202 crores respectively. (L.I.C., Annual Report, 1962-63,
pp. 3 and 26).
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not taken this obligation seriously, if we are to go to Annual
Reports. Export contracts of Rs, 128 million were, for example,
entered into by the Hindustan Steel during 1960.61. Of these,
goods worth Rs. 44 million were actually exported!. The exports
dwindled to Rs 32 million in 1961-628, In 1962-63 a new market in
bars and structurals was explored and goods worth Rs. 433
million were reported to he exportedd. It is not clear what
happened to the contract to supply Rs. 128 million worth of
goods. The Enterprise’s latest Report confusedly explains the
position thus: <“the sharp decline in prices of steel in the inter-
national market prevented us from any extensive export
activity’™,

The Indian Telephone Industries showed consciousness
about this problem, but this proved short.lived. It endeavoured
to “contribute its mite”” to ‘‘the acute foreign exchange crisis”
faced by the country, and referred® to the appointment of agents in
Nepal, Egypt, Burma etc. But the later Reports did not deal with
this question in any satisfactory way. The Hindustan Antibiotics
referred to its “strenuous efforts’” to introduce its products in the
South East Asia and Middle Eastern countries and hoped that
these efforts would be successful®, The next Annual Report,
however, glossed over the matter by stating that the question of
exports had to be considered carefully in view of the growing
demand and highly competitive market abroad. The Annual
Reports of the State Trading Corporation and the Minerals and
Metals Trading Corporation give a detailed account of the efforts
in regard to export promotion, To sum up, it should be neces-
sary for public enterprises to show publicly their consciousness
about the crucial problem of earning foreign exchange.

Consumer Relations

The Annual Reports have so little to say about the users
of products or services of public enterprises that one gets the
impression of the consumer being a neglected party. True, a
large numlier of enterprises have not to deal with the consumers

Annusl Report, 1960-61, p. 13, para 8.4,
Ibid., 1961-62, p. 11, para 4.

Ibid., 1962-83, p. 9, para 9.

Ibid.

Ibid., 1061-62, p. 17.

Ibid., 1963-64, p. 12.

SowwoE
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directly, or they mainly operate in a sellers’ markct, this does not
acquit an enterprise of its obligations to the consumer, whose
satisfaction is the prime object of all production. The manage-
ment of public enterprises, has not developed sufficient consumer
relations, There is a great deal of follow-up and a great deal
of nursing of the consumer which ought to form the responsibility
of management.! .

The Air-India is one of the few enterprises which operates
in a highly competitive field. And it ‘“‘continues to seek further
improvements in its dealings with travellers both on the ground
and in the air. Every complaint or criticismis carefully investi-
gated and corrective action taken wherever and whenever
possible’’®?, The I.A.C. also tells us about several steps taken by
it “towards facilitation of passengers handling”s. The Shipping
Corporation, again, in a competitive field, assured its cons-
tituents to ‘‘continue to endeavour to render them its best
services’’,

Both the air corporations are statutorily required to have
a committee each to advise, inter alia, about amenities to air
travellers, improvement in services, timetables, opening of new
air stations, ete.’, The reporting about the working of these
committees is fragmentary®. Even the names of the members of
the Committee are not given. The L.I.C,, is required to have
a Public Relations Committee?. This Committee is, however,
expected to help the Corporation to project itself in a better way
to the public rather than presenting the public point of view to
the Corporation. The only reference to this Committee in the
Reports of the Corporation is that the names of its members are
given. In the Reports of the Indian Railways a separate chapter
entitled ‘“Amenities assengers and other Railway Users”
covers 2 pages out of a total narrative running into 60 pages®, A

1. 8.8. Khera, Government in Business, Bombay, 1963, p, 289,

2. Annual Report, 1962-63, p. 13, para 42,

3. Ibid., p. 4, para 10,

4. Ibsd., p. 15,

5. Air Corporation Act, Seo, 41(1) and rule 50 of the rules framed in
exercise of the powers conferred by Sec. 44 of the Act,

6. LA.C, Annual Report, 1962-63, p.9, para 42, and Air-India, Annual
Report, 1962-68, pp. 16-7, para 65.

7.

Rule 20 of the rules framed under Sec, 49(2) of the L.I1.C. Act, 1958.
8. Annual Report, 1961-62, pp. §7-8.
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reference to the number of meetings of the Railway Users’
Consultative Council is also madel. c
e e

Pricing Policy

The price fixation by public enterprises is not dependent
upon the interplay of market Torces to the same extent asin
private enterprises. The distinguishing features of price fixation
need broadly to be indicated in the Reports of public enterprises.
In addition, the price trends over a period of years and a rise in
prices, wherever ecffected, should be mentioned along with reasons
thereof. If possible, break down of the increase be given.

Only a few cnterprises tell something about their pricing
policy. The Hindustan Antibiotics charged a price higher than
the C. & F. cost of imported Penicillin, (i) in order to provide
“reasonable surpluses for future expansion instead of approaching
Government for further funds which would be an additional
burden on the plan resources’?, and (ii) ““to subsidise the newly
introduced Streptomycine production at least in the initial
stages’’s. A later Report stated that although the actual cost of
production was high, the sale price of streptomycin was fixed at
Rs. 175 Kg. to keep it practically at par with the imported price.4

The «“U.K.-parity-price” method followed by the Hindustan
Shipyard has attracted attention. Of this, the Shipyard
seems to be conscious. Its report® under the caption <Pricing—
thorny problem” points out how the present condition of ship-
building industry in the world is not conducive to evolving a
satisfactory pricing formula acceptable to the owners, to the Ship-
yard and to the Government.

The H.M.T. reported that its prices were uniformly 15 per
gent Pelow the current Tanded cost of "European machines of
equivalent quality, manufactured by its collaboratofs, and as the
m;)f were regulated by fierce competition, the

Company felt that it was maintaining a judicious balance between

1. Annual Report, 1961-62, p. 7.

Ibsd., 1960-61, p. 11, para 7.

3. Ibid., 1961-62, p. 12 para 12. The 1962-63 Report (p. 11)also gives ex-
pansion programme as the reason for non-reduction of the selling price of
Penicillin.

4, Ibid., 1963-64, p. 7.

5. Ibid., 1961-62, p. 57.

b
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the interests of its customers and shareholders.! However, as
stated earlier, the basis of calculating the landed cost and the
make with which the comparison is made are left to the readers’
guess or imagination. The Hindustan Steel did not support its
plea against the uniform retention price of steel except by saying
that the company proposes “to urge the Tariff Commission to
recommend in future, the levels of retention prices on the peculiar
conditions of each undertaking, having regard to the basic
requirements of efficient production’’2.

The Hindustan Cables referred to the revision of its
pricing agreement with the Director-General of Supplies and
Disposals. The new pricing formula3 was given without any
reference to the old one, thus rendering comparison difficult.
The revised pricing formula, the 1961-62 Report (p. 5) warned,
“may adversely affect internal resources of the Company”. But
the 1962-63 Report (p. 5) commended the revision because it will
«generally enable the Company to plan its production and
financial operations on a more stable basis and cffect economies
in the manufacturing processes’’. How the revision in price for-
mula, the planning of production and effecting of cconomies are
related, is, at best, a matter of conjucture,

The Fertilizer Corporation pleaded in its Report for the
revision of retention prices because of increased prices of raw
materials and imposition of new excise duties. Its Report for
1963-64 stated that retention prices were fixed after a cost investi-
gation by the Chicf Cost Accounts Officer of the Government of
India.# The Annual Report of the Indian Telephone Industries
referred to a price agrecement with the Post and Telegraph Depart-
ment which instead of a cost plus 10%, basis, will be a fixed price
contract 3 The Report of the Fertilizers and Chemicals, Travan-

—

Annual Rcport, 1963-64, p. 12,

Ivid , 1961-62, p. 13. A later Report (1963-64) referred to some details of

price fixation by the Joint Plant Committee, pp. 8-9.

3. According to this formula the <«selling price of cables manufactured and
despatched during 1961-62 is to be determined on the basis of cost of
production during 1960-61 plus an element of profit to be determined at
129% rcturn on the capital employed including six months Working
Capital less interest on loan, and ad hoc ex-gratia payment to employees
and advertisement expenses’’. (Annual Report, 1961-62, p. 4)

4. Atp.8.

Annual Report, 1964-65, p. 12.

.lb
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core, referred to the retention prices fixed by the Government,
which the Company felt were unfair to it.! The Air India’s
Report? gave a brief narrative of the way the fares are established
for international airlines and referred to its policy in the matter.
The Report of the Railways® referred to the complaints which
came up before the Railway Rates Tribunal during the year. A
somewhat detailed account of the sale price policy of the imported
commodities is given in the Report of the State Trading Corpor-
ation of India.

Annual Reports of many important enterprises make no
mention of price policy. For example, the D.V.C.,, whose
electricity and water rates have been a subject of much contro-
very does not even refer to the problem. The ILA.C. did not
refer to its freight and fare structure in its Reports, even though
the same was examined by a statutory committee,

Research and Development
(a) Research

“A socialist economy”, the Third Plan observes’, ‘“must be
efficient and progressive in its approach to science and technology”.
The present climate of neglect in the field is apparent from the
recent recommendation of the Scientific Advisory Committec to
the Cabinet which, inter alia, stated that ‘‘the country should be
made to turn away from the concept that research in development
is a kind of luxury”®. Public enterprises have a special obligation
in matter of research, particularly because most of them operate
in areas where the speed of innovation is very great. Unfortu-
nately, so far as the Annual Reports indicate, sufficient attention
is not being paid to this aspect. The following are some references
to research in the Reports.

The Hindustan Antibiotics mentions the ‘intensive re-
search programme” and the success in “developing a new strain
for Penicillin” which is considered “a milestone in the progress

1. Annual Report, 1964-65, p. 7.
2. Ibid., 1962-63, p. 13, para 41.
3. Ibid., 1961-62, p. 8, para 15,
4. Ibid., 1963-64, p.9.

5. At p. 9, para 18,

6.

Indian Iustituto of Public Administration, New Delhi, Newsletter, March,
1964.
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and achievements of Research Laboratory”. It also mentions
three new antibiotics which have been *successfully evolved” and
the process of production of Teracyclines which ¢holds out great
promises”. In the field of electronics, rapid strides are being
made in research. The Bharat Electronics’ Report lists a number
of items taken up for research and development. Many of these
relate more to operational than fundamental research. The enter-
prise does not make any reference to its research organisation or
to the relationship with other independent research bodies.

The Hindustan Aircraft seems satisfiel with the two
scholarships of Rs. 200 per month each which it provides at the
Indian Institute of Science in advanced aeronautics?. The Hindus-
tan Cables carries out largely operational rescarch, and during
1961-62 <several aspects of engineering, design and technieal
investigations” were taken up® The Hindustan Steel has felt
contented to hand over its major technical problems of preduction
to the National Metallurgical Laboratory and to the Central Fuel
Research Institute. It makes no mention of its own research orga-
nisation except a vague generalisation that many studies have
been sponsored ‘“with outside organisations in addition to certain
investigations in its own facilities’d. The O. & N.G.C. has recently
established a Research and Training Institute with the help of the
United Nations Special I'und to undertake, among others, research
connected with petroleum exploration, development and produc-
tion?.

For some enterprises the consumer and market research
may be as important as technological research. No mention any-
where of this aspect has, however, been made.

In matters of research, public enterprise should not take
its cue from private enterprise which generally has not shown
rescarch consciousness. Public enterprise has to be in the vanguard
of research activity; for research alone can put the whole economy
on the road to progress. And this is what the public enterprise
is aimed to do.

1. Annual Report, 1961-62, pp. 12-13, para 13. The later Reports also refer
to the research activities of the enterprise.

2. Ibid., 1961-62, p. 14, para 39.

3, Ibid., p. 5, para 6,

4, Ibid., p.20. Some specific proplems studied in the Plant’s laboratories
have been mentioned in the later Reports.

6. Ibid, 1962-63, p. 35.
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(b) Development

Development is considered along with research because it
largely stems f{rom the latter. In what direction the enterprise
wants to move forward, the economics thereof and how the same
dovetails with the Country’s requircments is expected to find an
important place in an Annual Report.

Generally, the enterprises do not refer to their long-term
plans. What is the estimated future demand for the goods
or services produced or expected to be produced by an enterprise ?
And the extent to which it is to be met by the cnterprise alone or
by the industry as a whole, does nut find mention in the Reports.
True, the production plans are framed by the Government and
have to be adjusted in the national plan, but the enterprise which
is responsible for their successful execution should also refer te
some of their salient features.

: Information about development plans, in most cases, is
purely a matter-of-fact reporting. The Hindustan Cables, for
example, just lists some 10 cases of cxpansion ete. and mentions
their stage of development in terms of the sanction of the Govern-
ment of India and the Planning Commissionl. No details about
their nature, finances involved, the date by which they are expected
to come up and so forth are, however, mentioned. The Hindustan
Steel, similarly, tells us about its large expansion programmes.
But comparatively minor matters have been mentioned to the ex-
clusion of the questions such as the size of the expansion pro-
gramme in financial and physical terms and the expected date of
its completionZ.

True, the Annual Reports are not project reports of
developmental plans, but all-tound development of an enterprise
cannot be appreciated without a brief idea about the importance
and potentiality of the projects in hand. And who else except the
enterprise is to give out the information ? If neccessary, separate
publications could be brought out for this purpose and the Annual
Report might refer to them,

Organisation and Management

The information about management is by and large con-
fined to the Board of Directors. But here too, even the basic

1. Annual Report, 1962-63, pp. 6-7.
2. Ibid., p. 13, !
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information about Board Members—whether part-time or full-
time, their qualifications and affiliations—is not provided.! 1n
some cases, even changesin the Board membership during the
year are not given?, and in very few cases the dates of such changes
are mentioned. Only about one third of the Reports give reasons
of changes in the Board membership. In few cases the number of
Board meetings held, and in two cases? the yearly average atten-
dance at the Board meetings is given. This information is useful
as it broadly indicates the directors’ interest in the enterprise,

In many cases, a Board of Management exists in addition
to the Board of Dircctors, but the information about its
membership and functions is not often provided. Only a few
Reports state the names and designations of the senior officials.
In the U.S.A., some enterprises even publish small photographs
of Board members and senior officials and the ycars of service put
in by cach of them. This is aimed at creating a grcater sense of
belonging and public responsibility among them. The public
enterpriscs have something to learn here.

The administrative organisation of the enterprise gencrally
finds no reference in the Annual Reports. Some Reports
(particularly the initial ones) could provide a broad picture of the
anatomy of the enterprise. The Annual Reports of the 0. & N.G.C.
discuss the activities of its various divisions and also refer to
their organisation and functions in brief. Some organisational
changes are reported by four or five enterprises. How many
enterprises actually underwent the process of change cannot be
said?.

The Hindustan Steel Report, 1961-62 (pp. 19-20), gave
dctails about decentralisation of work and authority. The diree-

1. All such information, e.g., is given in the Annual Reports of the British
nationalised 1ndustries.

2. Some such enterprises are : the O. & N.G.C., the Mazagon Dock and the
H.M.T. Inthe G.R.W. only some of ;the changes during the year have
been reported. (In most cases, changes in the Board mombership can
be known from the Agenda of the Annual General Meeting which, with
few exceptions, 1s published in the Annual Reports of Government
companies).

3. These are : Indian Refineries und I.0.C. These two companies are now
transformed into Indian O1l Corporation.

4- Sometimes, even important organisational changes may remain une
reported. The N.C.D.C. did an important re-grouping of 1ts collieries in
1961, but this was not referred to in the Corporatioa’s Annual Reports,
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tors, it was reported, were steadily reorganising the work on the
basis of federal decentralisation, the first phase of which was
“fuller responsibility and authority to the general managers of
plants”, and the second phase, which was reported to be ¢in
process”, was ‘‘further delegation by general managers to mana-
gers of the individual units and thercafter to the supervisory
personnel within the plant units”. It is a pity that the later
Annual Report omitted the whole issue.

Some of the enterprises have frankly and clearly stated
their managerial and administrative problems. See, for instance,
the following :

1. State Trading Corporation : <The Corporation has
been alive to the nced for constant review and
streamlining of the administrative machinery... The
methods and procedures are being brought in line
with commerial practices consistent with the obliga-
tions imposed by accountability to Parliament...
Generally, a commodity-wisc horizontal division of
work has been made so as to put an officer of appropri-
ate rank in charge of a commodity or a group of com-
moditics and, as far as possible, a hicrarchical sct up

has been eliminated with a view to expeditious disposal
of work™?,

2. Fertlizer Corporation : “The Corporation has conscious-
ly endeavoured to leave to its constituent units the
maximum possible autonomy and independence of
action and has, accordingly restricted to the minimum
its headquarters organisation...Wider powers have
just been delegated...to the General Manager in
charge of constituent units so as to ensure that...
they enjoy full authority to sanction expenditure
within the approved budget...as well as in the matter

of recruitment of personnel”2.
One would wish that more and more public enterprises
p

showed similar awareness of the problems of organization and
administration in their Annual Reports. The Employees’ State
Insurance Corporation® and the Indian Refineries! are the only

Pt
.

Annusl Report, 1962-63, p. 12, para 111.
Ibid., 1961-62, p. 11, para 37.

Ibid., pp. 63-6.

Ibid., 1962-63, pp. 4-5.

134
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enterprises which refer in their Annual Reports to important
decisions of the Board of Directors during the year.

Relations with the Government

An important consideration is how a public enterprisc is to
report its dealings and relationship with the government or a
sister enterprise. How openly, for example, could a complaint
be made against or blame be laid upon another governmental
agency, if necessary ? This is indeced a delicate issue and involves
many considerations. Obviously, no rules for the purpose
eould be laid down. It needs, however, be stressed that a separate
legal entity of public enterprise is meant to emphasize its
accountability in clear terms. The non-achievement of specified
responsibilities would have to be accounted for and the blame be
apportioned for this purpose. Many public enterprises consider
“diseretion the "better part of valour”, and skip over a difficult
situation. Some others just mention their cases and leave it
at that!. But some are a bit vociferous about their point of view :

1. ILA.C.: “The Corporation would respectfully point
out that if it is to mcet the demands of both of
domestic and foreign traffic—the latter a substantial
foreign traffic earner—its fleet must be augmented...
Otherwise, it will be impossible to avoid distress and
inconvenience to thousands of intending passengers,
Indian and foreign, such as was expericnced last
winter and caused substantial loss of foreign cx-
change”?, :

2. Adir-India: “The Corporation has now been un-
fortunately and unexpectely burdened by the severe
handicap of being deprived of an important part of
its passenger traffic over which it had preferential
rights. The practically total ban on travel abroad by
Indian nationals, has shut off an important source of
the Corporation’s revenues...It must be remembered
that travel between countries cannot be a one way
affair for ever, and that in the long run India might

1. ¥Yor some cxamples of this, see, the Annual Reports of the LR.E,,
1962-63, p. 6; of the F.C.I. 1961-62, p. 5 ; of the 1.0.C., 1962-63, p. 7 ;
and of the Hindustan Steel, 1962-63, p. 7.

2. Annual Report, 1961-62, p. 6, para 15.
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lose more in foreign exchange than it will save by
banning forcign travel by Indians™?.

Such warnings publicly given would generally keep the
enterprise in good stead and help win public understanding of its
impending difficulties.

Favourable relations with the Government have been under-
lined by some enterprises through showering gratitude on the
Government and its officials. In some cases, this formality is
extended to the auditors of the enterprise. See, for instance, the
following :

1. Shipping Corporation : <Your directors desire to
place on record their gratitude for the constant
guidance and encouragement which the Corporation
has received...from the Minister of Transport and
Communications and from the Minister of Shipping
of the Government of India. The Corporation is also
greatly indebted to the Secretary to the Government
of India, Ministry of Transport and Communications,
and to the Additional Secretary to the Ministry of
Transport and Cemmunications and the Director-
General of Shipping for the kcen interest taken by
them in the growth of the activities of the Corpora-
tion and for the help and guidance given by them
from time to time to the management”2,

2. Hindustan Antibiotics : “Your Company Auditors...
rendered very useful service in auditing the accounts
of your Company...for which your Dircctors are grate-
ful...Our thanks are also duc to the Director of Com-
mercial Audit, New Delhi, Senior Deputy Director of

1. Ibid, p. 22, paras 57-8. It appears as if the air corporations are some-
what more vehement than other public enterprises. In U.K. also, the
B.E.A. was outspoken when it did not agree with the Air-Transport
Licensing Board’s decision to allow private companies to operate on
routes parallel to it. It stated how tho Licensing Board ¢“misconceived
the primary duty laid upon it”. It maintainod that to permit more
air lines to operate “would be folly”, (B.E.A., Annual Report, 1961-62,
p. 15).

In India, the Annual Report of the N.I.D.C., 1962-63, pp. 6-7, provides
another instance when the Corporation insisted on holding its own
vés-a-vts the Government,

2. Annual Report, 1962-63, pp. 14-15, para 10.
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Commercial Audit, Bombay Region, and his staff for
their valuable advice and constructive co-operation
throughout the ycar”.1
A difficulty about a big list of <“thanks’ is that if it is not
maintained year after year, it may causc an unjustifiable inference
to be drawn about relationship with the authority or the person
who is not thanked in a particular ycar.

Government Directives

At present, the enterprises gencrally fight shy of publishing
Government directives in the Annual Reports. A directive some-
how is considered in the nature of the Government “overruling”
the enterprise, or of imposing itself upon a recalcitrant Board, and
should therefore be kept secret. This approach appears somewhat
wrong. A dircctive is a device to keep public enterprises away
from political mancuvering and burcaucratic pressures. It is thus
meant to keep the corporate personality unmutilated and undis-
turbed, without Parliament being awarc of it. The intention is
also to show clearly where the responsibility lics for decisions
taken by an enterprise. In the U.K., it is obligatory for the
nationalised industries to sct out in Annual Reports any direction
given by the Minister during the year, unless the Minister has
notified to the Board his opinion that it is against the national
interest to do so®.

In India, only the LK.C. has been publishing in full the
“instructions’ given to it. It may be because the Corporation is
not fully owned by the Government and outside interests would not
like to take responsibility for a policy decision not originating
from them. In a few other cascs, references to the directives have
been made, but out of how many 1s not possible to know. The
following of these deserve mention.

The N.I.D.C. was directed not to entertain any fresh
loan applications. The Corporation considercd the directive and
rcquested the Government to reconsider the same. When
Government did not agree, the enterprise expressed the hope that
“the directives issued by the Government arc of a temporary

1. Annual Report, 1962-63, p. 18,
2. 8ce, for example, the Coal Industry Nationalisation Act, 1946, Sec.
54(2).
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nature”!. The Indian Refineries referred to two directives from
the President of India for conducting and for examining some
techno-economic surveys®. The N.R.D.C. Reports give a para-
graph entitled <Directives from the President””, mentioning
thereunder the directives, if any, received. This makes the
position very clear. It is significant that this scparate head
appeared for the first time in the 1959.60 Report, when Mr.
Manubhai Shah (a minister) became Chairman of the Corporation,
and it was recorded that “no directive was received from the
President of India for compliance”. It would be excellent if other
enterprises follow this practice.

The Estimates Committeed recommended in the case of the
S.T. C. that the dircctives issued by the Government, the
manner in which they were carried out and their effects on the
working of the Corporation should be mentioned in the Annual
Report of the Corporation. The recommendation was reciterated
by the Committee more than once?. Though the Committec’s recoms
mendation was accepted by the Government, a subsequent report
of the Committee® on the S.T.C. found that ‘‘there was no mention
of directives in the Annual Reports except in one or two cases”.

Parliament and the Enterprise

In most cases, no awareness is shown in the Directors’
Report of references to the enterprise in Parliament, or to
scrutiny by a parliamentary committee. The Reports from the
Indian Railways gives a distinet head,“Railways and the Legis-
lature”, whercin a reference is made to the dates on which Parlia«
ment discussed the Railway Budget, and the number of questions
asked in Parliament about the Railways. A bricef reference to the
coverage of debates and question is also given. No other
enterprise provides this much of information. The I.T. C.s
Report® referred to the Lstimates Committee’s scrutiny of the
Corporation and the date on which the Committee’s report was
presented to the Lok Sabha. It also stated that comments of the

1. Annual Report, 1962-3, p. 7.

2, Jbid., 1961-62, p. 13.

3. 86th Report, Second Lok Sabha, para 26.

4. 134th Report, Second Lok Sabha, p. 14, para 36, and 32nd Report, Third
Lok Sabha, p. 83, para 264.

49th Report, Third Lok Sabha, p. 53, para 167,

6. Annual Report, 1962-63, p. 29, para 102,

‘Cl
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Corporation on the Committee’s report were being furnished. The
matter was followed up in the next year’s Report of the Corpora-
tion!,

The Annual Report, of course, is not a forum for discussion
or replying to what has been said in Parliament or by its com-
mittees. But to show awarenees about such matters and for record
purposes, the matter should find a place in the Directors’ Report.

Public Relations

In a few cases the Directors’ Report shows the heading of
public relations. Here, generally the number of visitors to the
enterprise’s plant during the year is given. Participation in exhi-
bitions and fairs is also mentioned in one or two Reports under
this hecad. The Report from the Railways contains a head
“Publicity and Public Relations™?, which refers (i) to the way in
which contact is maintained with the Press, (ii) to the two monthly
magazines, (iii) to the participation by Railways in the Indian
Industries Fair. and (iv) to the two films produced by the Films
Division concerning Railways. Someliow, the commercial advertise-
ment exhibited on the Railways has also been put under this head.

The consciousness of public relations shown in the British
European Airways Report3 provides a big contrast here. Sce, for
instance, the following given under the head Public Relations :

“For B.E.A. the public is unusually a wide one.. .asa
nationally owned undertaking we command the attention
of the British public at” large. Those who follow our
fortunes are not necessarily air travellers, but their inter-
ests in B.E.A. range over every imaginable aspect of our
business. Recognising this interest, and in order to en-
courage it, B.E.A. has practised a full information policy
for many years, sometimes cven going beyond the limit of
what might generally be considercd information of value
to competitors . .. Without question, a frank and forth-
coming attitude has hclped accumulate and strengthen
public confidence in B.E.A, Staff, too, at all levels are kept
informed of the Corporation’s affairs through the B.E.A.

1. Annual Report, 1963-64, p. 31, para 53.
2. Ibid., 1961-62, p. 7, para 13,
3. Ibid., p. 53.
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Magazine, departmental bulletins and press summaries as
well as by word of mouth. Lectures on the importance
of public relations in B.E.A. arc also given to staff under-
going training courses”,

Efficiency

The public and Parliament are most interested in know-
ing about the efficiency with which public enterprises operate.
Yet most of them do not seem to be sufficiently concerned to put
across indices of their operating efficiency, and a narrative of the
efforts made to improve their efficicncy!. Even if public enter-
prises were to operate in a competitive field, profitability alone
could not be a true test of their success?, The test of profitability
becomes practically useless when these enterprises are of a pro-
motional and developmental character or operate in monopolistic
fields. Because of the gencral unsuitability of the profit criteriond,
every enterprise should cxplain how it would like its efficiency
to be measured.

rWy be measured with referenee to
the broad purposes which an cnterprise is cxpected to achicye.
Thesc should be stated in  the Reports, and the enterprise’s work-
ing be shown with reference to them. Even though it might
involve some repetition, to provide a comprehensive picture, a
summary of the performance should be given at one place. The

piccemeal way in which the enterprises at present draw attention
to their cfficiency will be clear from the following,

1. The National Coal Board of U.K., e.g., undor a separato head «Improving
Efficioncy™, narrates the offorts imado or proposed to bo made in this
vogard. (Annual Report, 1961, pp. 11-2).

2. It is so because qua public enterprises thoy aro subject to various
handicaps, as well favoured with cortain advantages not availablo to
equivalont privato sector enterprises.

3. When surpluses from the public onterprises are oxpected to make a big
contribution to the plan revenues, the profitability criterion attains
significance. Sometime, a profit-making public enterpriso itsclf may
allude to 1t, to the exclusion of other aspects. For the H.M.T., eg.,in
1ts own words, *‘the substantial profit of 33 per cent on the Share Capital
thereforo reflects the continued risc in productivity and efficiency”.
(Annual Report, 1962-63, p. 7). Tho eonterprise, therefore, does not
adduce additional information in support of the proof of efficiency,
even though the relationship it has established between profit and
productivity and efficiency may have many traps,
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The Hindustan Shipyard under the head <“Assessment of Effi-
ciency” says! that the number of ships built during a certain
period is not the sole criterion of efficiency because of the differ-
cnces in their size and nature. It suggested that in its case it was
necessary to take into account the labour man-hours spent for
processing a ton of steel, and a unit of materials other than steel,
Other measures of cfficiency for which its Annual Reports? con-
tained graphs for a number of years arc material-labour ratio, pro-

.duction overliead ratio, overhead expenditure, direct labour ete.

The Fertilizer Corporation’s Report, 1962-63 (p. 3) tells us
for the first time that the efficiency of its Sindri Unit, which is
a nitrogenous fertilizer plant. should be judged not with reference
to the output during the year, but “an context of its quantum of
ammonia production as compared with its rated capacity” because
“the heart of any nitrogenous fertilizer factory is its ammonia
plant”. «Judged by this criterion”, the Report adds; “Sindri’s
performance during the year was excellent. The Annual Report
thus educated the public about the tests to be applied in cvaluat-
ing the efficiency.

“Efficiency in the consumption of raw material” is the only
angle from which the Hindustan Insecticides wants us to look
at its efficiencys. The figures of consumption of Alcohol, Chlorine,
Oleum and Benzene have been compared in percentages with the
designer’s figures, which provide the base 100. No explanation,
however, has been provided for the wide differences in the effective
utilisation of raw materials with reference to the base at the two
units of the cnterprise—at Delhi and Alwaye. For example, the
percentage of Alcohol put to effective use in Delhi was 92 in
1960-61 and 97 in 1961-62, whereas in Alwaye, the respective per-
centages were 84 and 82 At Alwaye. the utilisation percentage
of Oleum fell from 91 to 82 in one year; yet no explanation was

‘provided. And, without ascribing any rcasons, even these indices
were deleted {from the 1962-63 Report.

1, Annual Report, 1959-60, p. 10,

2. For the years 1961-62, p. 16, and 1962-63, p. 8. The 1964-G5 Repert does
not provide these graphs,

3. The Sindr1’s production of ammonia during 1962-63 exceeded the design-
ed capacity, The production of ammonium sulphate, that is, the end-
product, was however, only 3.24 lakh tonnes as against the designed
capacity of 3:55 lakh tonnes. The reasons for the shortfall in production
have been given. (Annual Report, 1962-63, p. 3)

4. Annual Report, 1961-62, p. 7,
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The National Instruments refers to productivity per indus-
trial employee in terms of value of goods produced, as a test
of efficiency’. This has limited usecfulness, for an increase in cost
of production would enhance productivity in money terms without
commensurate increase in real efficiency?. The I.T.I. also takes
a narrow view of efficiency when under the head <¢ecfficiency” it
only refers to the percentage increase in work potential of labour
in all ““incentive shops™s.

The air corporations provide somewhat technical information
on efficiency. The Air India gives figures for the available tonne
kilometers (A.T.Km.) per employee, which is an accepted mea-
sure of productivity in the air transport industry. The figures for
operating cost per A.T.Km., which is the unit of production, are
also given. The load factor figures given in the Reports indicate
overall atilisation of capacity during a particular period. In all
cases comparison with the previous year’s figures are madct.

The Hindustan Antibiotics wants us ““to consider the effici-
ency level in terms of production cost””. And a table is given to
show all-round percentage reduction in production cost over a
period of years®. The Shipping Corporation, tnter alia, gives the
quantity of the cargo carried, operating carnings, the operating
expenses as a percentage of operating earnings, and the ex-
penditure on management as a percentage of operating earnings
and compares them over a period of 4 years®. This provides a
fairly good view of its operations. The Annual Report of the Rail-
ways under the head “Operating Efficiency’’ provides about a dozen
percentages of Engine and Wagon utilisation and compares them
with the previous year's figures and indicates percentage increase
or decrease in each case’.

A reference to one or two aspects of operations cannot pro-
vide a criterion of efficiency. In fact, an all-round picture of effi

1. Ibid., 1961-62 and 1962-63, p. ? The information is not provided in the
later Reports,

2. A senior officer of the enterprise stated that in view of the large number
of items manufactured by it, no other simple criterion of efficiency
could have been provided in the Annual Report.

3. Annual Report, 1962-63, p. 19.

4. Ibid., pp. 15 and 18,

5. Ibid., p. 11,

6. Ibsd., p.10.

7. Ibid., 1961-62, p. 22,
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ciency cannot be built only on some engineering or technical
criteria. The public enterprises should take care to clearly under-
line their contribution, in respect of, say, labour welfare, export
promotion, conservation of foreign exchange, development and use
of indigenous raw wmaterials, and a host of other factors pertinent
to their aims and objectives. Fven with regard to efficiency in pro-
duction, indicators need be carefully chosen. Further, it would be
very necessary to compare the indices with a norm or a standard
and where such norms are not available, inter-time, inter-firm or
international comparisons would be necessary.

Some Suggested Indices of Efficiency

The following are some of the indices of efficiency, which,
with suitable adjustments, could be considered for inclusion in the
Annual Reports. Many of them are being used at present by
various enterprises.

(a) Efficiency of Labour

(f) Quantity of output per unit of working time, for example,
monthly, weekly or daily output of a worker over a
period of time,

(1) In the reverse form, number of units of working time
spent in turning out a unit of output, for example, man-
hours consumed for the manufacture of a unit of product,
compared over a period of time.

Special circumstances, such as technology of production, quali-

fication of workers, which affect these indices should be mentioned
wherever necessary.

Ratio of man-days lost to man-days worked provides an
idea of overall utilisation of labour capacity. Some British nationa-
lised industries give the breakup of the days lost, for example,
through sickness and accidents, These figures would indicate the
concern of the enterprise about the workers’ welfarc and safety.

The percentage increase in various categories of the labour
force compared with the percentage increase in some aspects of
operation, for example, production or sale, could roughly indicate
the productivity in aggregate over a period of time!.

Turnover of the various categories of personncl as percentage
of the total number of persons employed in each category, would

1. This point i8 also conridered at pages 83-4 above,
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partly indicate the efficiency of the personnel department.

(b) Utilisation of Machinery

The ratio of output to arnual average production capacity
would generslly indicate the extent to which the productive capa-
city of the enterprises is bcing utilised. This capacity should also
be comparcd with the installed capacity and reasons for the differ-
ence between the two Le accounted forl. It is not of much use to
say that the ‘utilisation of installed capacity is already at a high
level’’, without mentior ing the percentage thercof?.

In transport industry utilisation of capacity is stated in terms
of load factors. The air corporations in India, for example, give
figures of the (¢) capacity tonne kilometers offered, (i7) load tonne
kiloweters sold, and (4i%) the load factor caleulated as a percentage.
The Railways give percentages of the engine and wagon usage.

{¢) Cost of Production

Tigures of cost of production be compared over a period of
time, and with similar enterprises. Some details regarding the in-
formation to be given under this head have been indicated earlier
in this chapters.

(d) Financial Ratios

Like other ratios, financial ratios require a norm with refer-
ence to whrch they can be measured, otherwise the ratios in them-
selves do not convey much meaning. As to fix a norm or standard
for cach enterprise is not casy, the utility of these ratios would
largely be obtained by inter-time compaiisonst; or (often with
1. An extract from the British Eloctrieity Council Annual Report, 1961-62,
would provide an exampleo here. <After allowing for break-down, over-
haul and other causes of plant being out of commi®sion, the output capa-
city of the generating plant in s rvice at the time of the maximum de-
mand was 26209 M.W. out of the maximum output capacity of 28649
M.W. This represented an availability of 91-5 per cent”,  (p. 17, para 52)
Hindustan Cables, Annual Report, 1962-63, p. 8.

See, pp. 91-2.

The Indian Rare Ilarthsis the only enterpriso which provides a large
number of financial ratios and percentages and compare them over a
period of six years. The ratios given are: (a) Net Block to Equity
Capital, (b) Liquidity (¢) Depreciation IFunds as percentage of Gross
Block (d) Gross Profit to Sales (e) Net Profit to Capital Employed,
(Annual Report, 1962-63, pp. 4-6)

o

(Contd. on page 113)
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many limitations) by a comparison with similar enterprises clse-
where. The following financial ratios, among many others, could
be usefully given in the Annual Reports! :

1. Net Profit Ratio : Profit (after depreciation, interest and
taxes) as percentage of sales.

2. Net Yield Ratio : Profit (after depreciation, interest and
taxes) as percentage of equity capital plus free reserves.

3. Coverage Ratio: Paid-up capita] and Rescrves as
percentage of fixed liabilities.

4. Liquidity Ratio : Current assets as percentage of current
liabilities.

5. Inventory-Turnover Ratio : Inventories as percentage of
sales.

6. Expense Ratios : The ratios of important items of cx-
pense to net sales.

Some aspects of efficiency are very difficult to measure quanti-

tatively, for example, the quality of products or services provided
by an enterprise?. For a public enterprise, particularly one provid-
ing service, the number of complaints or suggestions received from
the public and the way they are dealt is an important criterion of
efficiency3. Then it may be seen how far a public enterprise acts

(Contd. from page 112)

The I.T.I. gives ratios over a period of years in the form of graphs, indi-
cating, (¢) Net Profit to Sales (ir) Net Profit to Capital Employed (447)
Sundry Debtors to Total Sales (¢v) Turnover to Equity Capital and (v)
Reserves to Equity Capital. (Annual Repoit, 1961-62, pp. 48-9.)

Twenty financial 1atios are now calculated by the Director ot Commercial
Audit as a part of his review of accounts under section 619 (4) of the
Companies Act for about 40 per cent of the Government companies, and
are published in the Annual Reports of these companies,

The British Xuropean Airways provides a measurement of the quality of
its services by giving percentage figures of their regularity and punctu-
ality. (Annual Report, 1961-62, p. 7).

The Indian Railways give the percentago figures of «‘passenger and mixed
trains not losing time, to the total number of trains run’”. These are
compared with the previous year’s figures, and differences are com-
mented upon, (Annual Report, 1961-62, p. 19).

For the L.I C., the Estimates Committce recommended that ¢an analysis
of complaints received by the Corporation during a year from each zone,
should be published in its Annual Reports.”” (134th Report, Second Lok
Sabha, p. 74, para 166). The Government accepted this recommendation
in November, 1961 (Estimates Committee, 41st Report, Third Lok
Sabha, p. 22), put the 1962-63 Report published two years later did not
contain any su’ch analysis.



114 PUBLIC ENTERPRISES IN INDIA

as a ‘“‘good citizen” of the community in which it operates, how
benevolent it is as an employer, and so on.

The efficiency may also partly be judged, say, with reference
to the carnings of or savings in foreign exchange. The contribution
in this regard nceds to be specifically stated!, and the progress
made be shown over a period of time2. Similarly, the efforts made
to develop indigenous sources of raw material and components?,
and the progress made in this direction would be taken into account
while considering the efficiency of a public sector enterprise.

A note of caution may be struck here. A rise in production
alone is no criterion of efficiency. The 1962-63 Report of the
Hindustan Cables has shown a rise in production without making
any reference to the cost thereof. The Report prominently mentions
an overall increase in production of 58 per cent over the previous
year?. The industry is stated to be “material and machine inten-
sive””, But it is not made clear why this 58 per cent rise in pro-
duction is at the cost of 58 per cent increase in direct wages, 87
per cent increase in power and fuel, and 83 per cent increasc in
salaries and wagesd.

Conclusion

The Directors’ Reports have a long way to go to provide a
fuller account of the operations and problems of public enterprises.
Most of them arc in new ficlds of activity and are assigned
difficult jobs. This requires to be stated pointedly. At present,

1. The I.T.I. which took up the production of soine itom whizh was being
imported, stated vaguely that ¢<“more orders for such items will result in
saving in foreign exchange to the country”. (Annual Report, 1961-62,
p- 15).  As compared to this the Air-India was more specific when 1t said
that «overhaul of the Corporation’s jet engines in its own shop has not
only resulted 1n considerable economy, but, what 18 most important for
the country today, a saving in foreign exchange outgo to the extent of
Rs. 35 lakhs per annum”.  (Annual Report, 1962-63, p. 14, para 44)

The Garden Reach Workshops made a «valuable contribution to the
welfure of the nation™ by earning and conserving foreign exchange of Rs.
99 lakhs in 1962-63. (Annual Report, 1962-63, p. ? ) But a sharp dechine
in this <valuable contribution” from Rs. 150 lakhs in 1961-62 (Annual
Report, p. 7) and Rs. 255 lakhs in 1960-61 (Annual Report, p. 8), which is
more significant from the efficiency point of view, remains unexplained.
See also, pp. 93—¢ above.

3. Seo also p .92 above.

4. Annual Report, p. 4.

6. Ibid., p, 18.

1 &
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the tendency generally is to gloss over difficulties or to merely
state problems without adequate explanations’, Details in some
cases may no doubt creatc more complications than they may
solve, but the easier attitude of indiffercnce is bound to harm the
long-term good of public enterprises.

A public enterprise like any other business enterprise is apt
to commit mistakes, some of which may be serious. The great
difficulty about public enterprises, however, is that a judgment
about efficiency on the basis of overall performance, to the
exclusion of individual decisions, cannot always in practice be
insisted upon. The public and Parliament do not appreciate
gencral achievements as much as they show concern about specific
failures. Taking people into confidence and educating them
about various problems would generally lead to better under-
standing and appreciation of the situation2.

frovisions of sufficient and adequate information in the
Reports, is the main burden of the analysis in this chapter.
“Sufficient and adequate’, however, defics any precise definition
and its content would differ according to the management’s
concept of public responsibility. At best one could say that
without harming the interests of the enterprise3, the largest
disclosures should be made in the Reports. But here again, no one
except the management could decide the interest of the enterprise.

It is also important that the Annual Reports provide a
perspective for the future and also correlate achievements with
those in the past. Too much emphasis on the Annual aspect of the
Reports should go.

1. In some cases, however, satisfactory explanation is given for the
difficulties faced by the enterpiise. For example, the Indian Refineries
Report (1961-62, pp. 6-7) gives good 1casons for the delay in the
commissioning of the Gauhati Refineries.

2. An example of educating the public may bo drawn from the Repoit of
the British Railways. In order to meet the criticism of ercasing
fares, the Annual Report, 1961-62, gave actual recoipts (por passenger
mule) at constant money rate, to show that the ¢passenger fares rose
much less than would have been necessary to comnpensate for the fall
in the value of money’’. The Report also enunciated the principle that
«the prices of services in a modern economy must be expected to rise
faster than the prices of manufactured goods’. (p. 60)

3. Companiesin a competitive field, e.g., the Indian Qil Company, are
rightly chary of disclosures, which equivalent private companies are
not expected or asked to make.
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It may be reasonably asked that the manifold expectations
from the Annual Report may render it cumbrous and bulky and
thus reduce its usefulness to the ¢‘citizen shareholder’” for whom
it is meant. The answer would depend upon how carefully the
editing and presentation is done. For example, with proper
division into chapters, with carefully chosen and adequately
detailed heads and sub-heads, with a summary of the operating
results and by relegating the details to appendices, difficulties of
bulk and complexity can be minimised. An index and/or a
detailed table of contents would be a very useful addition to most
of the Reports. Bigger enterprises like the Hindustan Steel and
the L. I. C. could also usefully prepare a “Summary Report”
about, say, one tenth of the size of the normal Report. This
would come handy to the interested but busy reader.



Chapter IV

A Survey of Annual Reports—
Accounts & Audit Report

The object of this fchapter is a modest one: to tell the
reader what the Accounts, which in terms of pages form a major
part of the Annual Reports!, generally contain. The discussion
covers the question of form and presentation of Accounts. Some
comments on their contents in respect of details, uniformity and
clarity in presentation have been made. As Audit Report forms
an important part of the Accounts, a reference to it has also been
made, in the later part of the chapter.,

A. Accounts

For most cnterpriscs, Accounts comprise a Balance Shect
and a Profit and Loss Account (I’. & L. A/c). Thesc are generally
supported by various schedules, notes, charts and diagrams. An
integral part of Accounts is the Auditor’s Report thereon, which
is required to be published along with them.

The Accounts spotiight some important aspects of operating
efficiency of the enterprisc ; its financial standing on a particular
date is also revealed in the assets and liabilitics statement. The
picture provided by Accounts should be clear and orderly — a
picture which a rcasonably intelligent person can appreciate.
In fact, no Accounts can be regarded as satisfactory if they can
be misunderstood by an intelligent reader?,

1. Generally, the space occupied by Accounts including the Audit Report is
double that of the Directors’ Report.

2. F.S.Bray, and H. B. Sheasby, Design of Accounts, London, 1947, p. 2.
117
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Intelligibility presupposes some degree of simplicity. But
to make Accounts both simple and illuminating ‘s a test of
penetration as well of ability to analyse and classify an assort-
ment of transactions with reasonable precision. Behind such a
form of Accounts lies the enterprise’s whole accounting system
which must be organised on lines consistent with the design of
the final document’?,

Quite a few of our enterprises have inadequate accounting
organisation, This would reflect into the form and contents of
the published Accounts, Audit objections in the Reports indicate
that in some cases the accounting system is not upto the mark?2,
The Company Law Administration® and the Estimates Committces
have also drawn attention of the public enterprises to this aspect.

1. Ibid

2. See, e.g., the following abstracts from tho Audit Reports :

() In Hindustan Steel, the inventorics wero not produeced to the
auditors m respect of many items of asscts and stock. (Annual
Report, 1962-63, p. 130.)

(1) In Heavy Electricals, hbecause of the non-availability of records,
the auditors expressed their inability to certify whether <Advances
Accounts” were good and fully rccoverable. (Annual Report,
1962-63, p. 17)

(¢¢¢) In L1 C., the auditors recommended for «“immediate steps to be
taken to reorganiso tho accounts department and the accounting
system of the Corporation”. (Annual Report, 1962-63, p. ?)

(fv) In Hindustan Salts, the physical verification of fixed assets and
general stores was not carried out. Further, outstandings for
periods exceeding six months were not exhibited separately as
required by the Companics Act. (Annual Report, 1961 62, p. 9)

(v) In 1. O.C., the auditois could not get proper documents in support
of cash payment in many cases. (Annual Report, 1961-62, p. 9)

3. A copy of the letter from the Company Law Board to all Government
companies is reproduced as .\nnexure I to this chapter.
4.  Alfew of the comments of the Estimates Committee be noted :

(x) “Evidently tho Heavy Llectricals had not put tho right type of
men 1n their accounts depasitment or trained them properly”,
35th Report, Third Lok Sabha, p. 61, para 163.

(¢6) «Normal accounting standards’ had generally not been maintained
and tho ¢state of books was unsatisfactory.” Ibid., para 162,

(16¢) “The layout and the system of accounting itself in this organisation
is far behind the standard that should be oxpected in an organi=
sation of this type”. 11th Report, Second Lok Sabha, p. 25, para 75.
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Form of Accounts

(a) Government Companies

The Board of Directors of every Government company (as
of any other company) is obliged to lay before cvery one of its
Annual General Meetings a Balance Sheet as at the end of the
financial ycar and a P. & L. AJc. for that periodl. The Balance
Sheet shall give a true and fair view of the state of affairs of the
company as at the end of the financial year and shall be in the
form prescribed or as near thereto as possible or in such other
form as approved by the Central Government?, No specific form
of the P. & I.. A/c. has been prescribed. A large number of items
rclating to income and expenditure have been listeds. These are
required to be arranged under the most convenient heads, so as
to provide a true and fair view of the profit or loss of the
company for the financial yeart. In case of companies not carrying
on business for profit, an Income and KExpenditure Account is
required to be prepared®.

(b) Public Corporations

For the statutory corporations, the requirements vary
from case to caseb, But in most cases a Balance Sheet?” and a
P. & L. AJc. are required to be prepared, broadly on the pattern
prescribed in the Companies Act. To meet the special require.
ments of the casc, the D. V. C. has to prepare a Capital Account
and a “Statement Showing Overhead and Gencral Expenses and
their allocation’, and the N. Co-op. D. C. is required to preparc a
Receipt and Payment Account.

For the L. I. C., the form and contents of Accounts are
governed by section 11 of the Insurance Act, 1938.8 The Corpora-
tion prepares Revenuc Accounts and Balance Shects in respect of

Companies Act, 1956, Sec. 210 (1).

Ibid., Sec. 211. The form of the Balance Shect has been prescribed in
Schedule VI, Part I of the Companies Act.

Ibid., Schedule VI, Part II,

Ibid., Sec. 211 (2).

Ibid., Sce. 210 (2).

For details of statutory provisions, see Appendix 1V,

In the E. 8. I. C. and the N. Co-op. D. C. there is no statutory require-
ment to prepare a Balance Sheet.

L. I. C. Act., 1956, Sec. 43.

neH R o~
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its various businesses, viz., Life, Capital Redemption Insurance,
and Annuity Certain ; and scparate Revcnue Accounts for Fire,
Marine and Misccllancous Business, which are followed by a
consolidated Balance Sheet and a P. & L. Afe. of the three
businesses. A summarised consolidated Balance Sheet of all the
businesses is also provided.

In the case of Reserve Bank, there is no mention of any
specific accounts to be prepared. The Bank is only obliged to
prepare its ‘annual accounts”. In practice, it prepares two
Balance Sheets — one of the Issue Department and another of the
Banking Department. Both of these arc very bricf ard carry no
schedules or notes, as are giverr by most other erterprises. In
addition, a condenscd P. & L. A/c. (showirg about a dozen main
items of income and expenditure) is prepared.

It was noticed that both in the case of companies and corpo-
rations, while there is a broad uniformity in the presentation of the
Balance Sheet, varying practices prevail in the preparation of the
P. & L. Aje. For example, in case of some manufacturing concerns
the Manufacturing Account is prepared, in other cases it is not.
Again, while some show the I>. & L. Appropriation Account sepa-
rately from the P. & L. A/c., in others it is included in the P, & L.
Ale.

Normally, an industria] enterprise is expected to give a sepa-
rate Manufacturing Account showing various components of cost
of production, suchk as, materials consumed, dircet wages, and
various expenses applicable to production. The Company Law
Board (at the instance of the Director of Commercial Audit)
suggested the desirability of including this Account in the Annual
Reports of public undertakings!. Only 4 enterprises?, however,
prepare a Manufacturing Account with a distinct heading ; two
others® do so without giving a distinct caption. In one casc? it is

1. Estimates Committee, Second Lok Sabha, 94th Report, p. 7, para 16.
These are : Heavy Ilectricals, Bharat Llectronics, I.T.1. and Hindu-
stan Aircraft (now Hindustan Aeronautics).

3. Theso are: Travancore Minerals and Hindustan Cables. The latter
onterprise gives another Account showing the aggregates of the imper-
tant elements of the cost, cost of sales and the profit on the two main
products of the Company. But the title given to this account : “Manu-
facturing, Trading and Profit and Loss', is wrong and confusing.
(Annual Roeport, 1962-63, pp. 32.33).

4. This is : National Coal Development Corporation-
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mixed up with the Profit and Loss Account. Other manufacturing,
mining or extracting enterprises do not prepare a manufacturing
or production account, in the absence of which it is not possible to
work out and comment on the trends of various clements that go
to make up the cost of production’,

A Trading Account generally follows a Manufacturing Account
in a manufacturing umt ; in a trading concern it comes first. It
shows the excess of sale price over the purchases or cost of manu-
facture. The balance is Gross Profit (or Gross Loss). This balance
is transferred to the P, & L. Ajc. Four enterprises? prepare a
Trading Account as distinct from the Manufacturing and Profit and
Loss Accounts. In other cases, Trading items are mixed up with
the P & L. Alc.

The function of the P. & I.. A/c. is to indicate clearly the net
profit or loss for the ycar. It shows all the important heads of
expenditure under which expenses are incurred for operating the
enterprise. A broad division of this expenditure among ‘establish-
ment’”’, “administrative”, “selling”, “financing” etc., could serve
a useful purpose for the financial and economic analyst. No enter-
prise does so systematically barring the air corporations, which
provide a detailed classification of their operating expensesd.
Further, very few enterprises show the figure of the year’s profit
clearly. The confusion arises because of adjustment of items not
pertaining to the activities of the year, which should be shown
separately after the year’s profit is arrived at.

A P. & L. Appropnation Afc. showing dispositions and
appropriations of the net profit is prepared after the P. & L. Ale.

1. Tbere may bo a difference of opinion on this 1ssue. Some may feel that it
18 nerither necessary nor desirable to disclose even the main cost figures
m the published Accounts. For enterprises in competitive fields, one
unit cannot in fairness be asked to disclose the cost figures unless all
other units be called upon to do so The latter, lowever, 158 a big ques-
tion, and has many implications, The imhibition, in any case, need not
apply to enterprises which operate in fields where there 1s no danger of
nususe of information by the competitors.

2. These are : N.S.1.C., Bharat Electromies, 1.T.I. and S.T.C.

3. In both the corporations the main classified headsare : (1) Flying opora-
tions, (1) Flying Training, (i) Flight Equipment Maintenance and
Overhaul, (v1) Traffic Sales and Publicity, (v) Passenger and Cargo
Services, (vi) Surface Transport, (vn) General Administration, (viu)
Medical and Staff Welfare. In both the corporations about 50 items have
been grouped under these hcads.
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its various businesses, viz., Life, Capital Redemption Insurance,
and Annuity Certain ; and scparate Revenue Accounts for Fire,
Marine and Misccllancous Business, which are followed by a
consolidated Balance Sheet and a P. & L. Aje. of the three
businesscs. A summarised consolidated Balance Sheet of all the
businesses is also provided.

In the case of Reserve Bank, there is no mention of any
specific accounts to be prepared. The Bank is only obliged to
prepare its ‘‘annual accounts’”. In practice, it prepares two
Balance Sheets — one of the Issue Department and another of the
Banking Department. Both of these arc very briefard carry no
schedules or notes, as are givern by most other erterprises. In
addition, a condenscd P. & L. A/c. (showirg about a dozen main
items of income and expenditure) is prepared.

It was noticed that both in the case of companies and corpo-
rations, while there is a broad uniformity in the presentation of the
Balance Sheet, varying practices prevail in the preparation of the
P.& L. A/c. Tor example, in case of some manufacturing concerns
the Manufacturing Account is prepared, in other cases it is not.
Again, while some show the I, & L. Appropriation Account sepa-
rately from the P. & L. A/c., in others it is included in the P. & L.
Ale.

Normally, an industrial enterprise is expected to give a sepa-
rate Manufacturing Account showing various components of cost
of production, such as, materials consumed, dircct wages, and
various cxpenses applicable to production. The Company Law
Board (at the instance of the Director of Commercial Audit)
suggested the desirability of including this Account in the Annual
Reports of public undertakings!., Only 4 enterprises?, however,
prepare a Manufacturing Account with a distinet heading ; two
others® do so without giving a distinct caption. In one case? it is

1. Estimates Committee, Second Lok Sabha, 94th Report, p. 7, para 16,

2. These are : Heavy Llectricals, Bharat Electronics, I.T.J. and Hindu-
stan Aireraft (now Hindustan Aeronautics).

3. Theso are: Travancore Minerals and Hindustan Cables. The latter
enterprise gives another Account showing the aggregates of the impor-
tant eolements of the cost, cost of sales and the profit on the two main
products of the Company. But the title given to this account : “Manu-
facturing, Trading and Profit and Loss”, is wrong and confusing.
(Annual Report, 1962-63, pp. 32.33).

4. This is : National Coal Development Corporation-



122 PUBLIC ENTERPRISES IN INDIA

Its balance is transferred to the Balance Sheet. A large number
of enterprises which prepare this account do not give a specific
title to it. Some do not prepare it and show the appropriations
as a part of the Directors’ Report. Only 6 companies' and
4 corporations® give a clear caption to this account.

As stated earlier, an enterprise not carrying on business for
profit, prepares an Income and Expenditure Account instead of
a P.&L. Aje. Only 2 Government companies® and onc public
Corporationt prepare an Income and Expenditure Account.

During gestation period, no Profit or Loss or Revenue
Account is prepared. For the D. V. C, it is statutorily provided
that “for a period, not exceeding fiftcen years, from the establish-
ment of the Corporation, if the Corporation runs in deficit, the
interest charges and all other expenditure shall be added to the
capital cost and all receipts shall be taken in reduction of such
capital cost’’s. In no other case such a provision exists. Being
in the gestation period, the Oil and Natural Gas Commission does
not prepare any Revenue or P, & L. Aje. All its revenue
expenditure is trcated as developmental and is capitalised.

Government companies under construction also capitalise
their revenue expenditure. The Heavy Engineering Corporation
prepares an “Expenditure during Construction Aje.” ; the Pyrites
and Chemicals Development Corporation a “Development Aje.”
and the National Mineral Development Corporation a <“Prospecting
and Exploration Xxpenses Afe.” The Hindustan Organic Chemicals
and the Indian Drugs and Pharmaccuticals, though under
construction, prepare a P, & L. Afe. And in all these cases the
revenue expenditure as shown in these accounts is capitalised.

1. There are : Hindustan Antibiotics, Hindustan Salts, I. R. E.,, Nahan
Foundry, N. C. D. C. and N. P. C. C.

2. These aro : Air-India, I. A. C,, L. I. C. and State Bank.

3. These aro: N. R. D.C. and N.S.I.C. Tho former enterprise is not
allowed to make profits by its constitution, and is the only Government
company which has got exemption under Sec. 25 ot the Companies Act
from the use of the word “Limited” as a part of 1ts name, The N. 8. I. C,
prepares Income & Expenditure Accounts for 1ts promotional sactivities
and a P. & L. A/c. for its commercial activities.

4. 1t is: Employees’ Stato Insurance Corporation.,

5. D.V.C. Act, 1948, Sec. 39.
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Contents of Accounts

The Balance Sheet and the P, & L. A/c. are expected to give
a true and fair view of the state of affairs of an enterprise. At
the same time, they should be sufficiently detailed, unambiguous
and such as to provide a comparative picture of the situation.
The details are of usc to one who is interested in a depth-study
of the Accounts, the comparative figures help in assessing the
trends of working over a period of time, and clarity makes for
better understanding.
(a) Details

As it is, the Accounts do not contain sufficient details on
many matters. To illustrate : the share-holdings of various
partics in the capital structure of the enterprise; the rates and
the terms on which the loans have been obtained ; the expenditure
on objectives involving extra-economic considerations : the details
of rccurring and non-recurring expenditure on labour welfare,
are not adequately itemised.

An enterprise having separate units or distinet divisions,
should give details about them, as far as possible. The nationalised
industries in Britain are generally required by law to disclose
results of each of the main activities in their Accountsl. The
idea is that public enterprise should prove its existence not only
as a whole but part by part or unit by unit, and the decision to
operate uncconomically even for a part or a division should be
made known, Still more important consideration would be to

rreate a sense of competition among various units or divisions in a
nonopolistic enterprise. If the L. 1. C., for example, were to
>ublish figures for : the overall expense and the renewal expense
‘atio, the management expenses, the business done, the lapse
ratio etc., zone-wise or division-wise, it would generate a greater
competitive spirit among its various units.

In the case of the National Coal Development Corporation,
the Estimates Committee? recommended that the Accounts of each
colliery should be published separately on ‘“commercial lines”,
But the Government thought it was ‘‘not convenient” to do so.

1. See, e.g., Coal Industry Nationalisation Act, 1946, Sec. 31 (l)';
Electricity Act, 1947, Sec. 46 (1) ; Transport Act, 1947, Soc. 94 (2) and
Gas Act, 1948, Sec. 50 (2),

2. 93rd Report, Second Lok Sabha, p. 4, para 8.
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Later, the Corporation agreed to the Committee’s suggestion?
that summarised P, & L. Accounts of collieries area-wise be given
in the Annual Reports?.

No legal obligation exists for publishing separate Accounts
for each of the divisions, units, branches or other areas of
activity. However, some of the enterprises of their own, make
these disclosures. The Hindustan Aircraft gives separate
manufacturing-cum-P. & L. Afc. for its Aircraft, Railcoach and
Engine Divisions as also for the Barrackpur Branch. In addition,
it provides consolidated Manufacturing, Trading and P.& L.
Accounts. A commendable feature of its Manufacturing Account
is that the details of overheads as applied to manufacturing are
shown. The National Small Industries Corporation, besides a
general P. & L A/c. and a Balance Sheet, gives separate Trading
and P. & L. A/es. of its commercial activities as also Income and
Expenditure Accounts of various promotional activities. The State
Trading Corporation presents quite a few detailed accounts in
regard to its Cement Agency.

The Accounts of units or plants geographically diversified
are shown separately by the Hindustan Steel. Separate sets of
final accounts are given for thec Head Office, Rourkela, Bhilai,
Durgapur, Coal Washeries, Bokaro, and Alloy Steels, along with
a2 combined Balance Shcet and a Y. & L Ajc. The Fertilizer
Corporation gives separate sets of final accounts (along with
necessary schedules in each case) for the Head Office, Sindri and
Nangal units, and for Trombay, Namrup, Gorakhpur and Madhya
Pradesh Divisions. In addition, a consolidated Balance Shcet
and P, & L. A/c. is given. The Hindustan Insccticides gives
separate as well as consolidated P. & L. Afc. of its two units at
Delhi and Alwaye, though only one Balance Shect is prepared.

The Hindustan Salts provides separate P. & L. A/cs. for its
three units at Sumbhar, Didwana and Kharaghoda, in addition
to a combined one. The Handloom and Handicraft Export
Corporation prepares a separate Trading and P. & L. A/cs. for
its Handloom Wing, Moradabad Centre, Okhla Bag Centre,
Bangalore Doll Centrc and a combined P. & L. Afc. The Mazagon

1. Estimates Committee, 32nd Report, Third Lok Sabha, p. 83, para 264.
2. The National Coal Board in U. K. publishes the accounts of collieries
area-wise.,
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Dock gives a P. & L. Aje. for its Goa Branch. The National Coal
Development Corporation prepares separate final accounts for
«Kobra Partnership Project”’, and the Heavy Enginecering Corpo-
ration for its Ranchi and Durgapur projects.

The Hindvstan Machine Tools, although a multi-plant
factory, docs not give separate Final Accounts of its various
units. Only details of fixed assets of thesc units are given in the
Balance Sheet. Similarly, the National Mineral Development
Corporation does not publish separate Accounts for its projects at
Kiriburu, Panna, Khetri ete.

No rule of thumb method could guide the extent of dis-
closures to be made. Regarding the S.T.C., the Istimates
Committee wanted a commodity-wise statement for each item
traded by the Corporation. Replying to the Corporation’s
contention that the disclosure would not be expedient nor was it
required under the Company Law, the Committee raised the issue
<whether the detailed information could be withheld from the
sharcholders, who ultimately are the Parliament”. The Committee
felt that the matter <should be gone into more carefully by the
Government”1,

Another item: where lack of details has often been complained
of is miscellaneous expenditure. When the magnitude of such
expenscs is high, details of at least major items be given2. It is no
argument that the law does not require details of such expenses?,
It is suggested that a separate schedule of miscellaneous expenses
be given, wherever the amount involved is large.

(b) Uniformity

The next question is of uniformity in presentation. It should
be possible to get important financial statistics for the public
sector as a whole by aggregating similar heads, with as few
adjustments as possible. For this, the treatment of costs, (xpenscs,
revenues, allocation of profit ete., should substantially be uniform,
And for this, the area of differcnces and inconsistencies in accounting

1. Estimates Committee, 86th Report, Second Lok Sabha, para 37,

2, In National Instruments, in 1962-63, the total profits were Rs, 4 lakhs,
and most of the items of expenses were less than a lakh, but over one
lakh was shown as miscellaneous expenses.

3. Seealso, the Estimates Committee, 9th Report, Second Lok Sabha,
p- 6, para 14,
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practices would have to be narrowed downl. As the following would
show, there is great scope for improvement here.

It is an accepted principle that the Accounts for a particular
period should contain 1rcome and experditure relating to that
pericd only.  The income and cxpenditure for the prcvious peticd
which is received in or paid from the current year’s accounts
should, therefore, be shown after the year’s profit is arrived .
Many enterprises seem to have overlooked this fundamenta)
principle.

The State Trading Corporation, for example, has taken credit
for over Rs. 40 lakhs in its P. & L. A/c. in respect of some
“provisiors made in previous year not requirea”2.  The Hirdustun
Machire Tools’ salary and wages, and bonus include amount for the
previous year of over Rs. 4 lakhs3. The Shipping Corporation’s
“Operating Earning’ for 1962-63 inclule Rs. 4 lakhs of freight in
respect of previous year. The Hindustan Shipyvard, N.P.C. C.,
P. & C. D. C., Hitdustan Salts, Mogul Line, I. R. E., and Praga
Tools also m:ke similir adjustments, In the Hindustan Steel,
Fertilizer Corporation, Hindustan Cables, Heavy Electricals,
National Coal Dovelopment Corperation, Ashoka Hotels, Indian
Refincries and National Irstruments, however, the amounts not
relating to the current year have rightly been shown after ascer-
taining the year’s profit. Some of the enterpriscs, for example,
the Fertilizer Corporation gives a separate schedule «f the ““Debits
and Credits relating to the past period”, and only the net balance
is shown in the P. & L. Appropriation Account. In two casest,
gome adjustments relating to the previous period were made in the
P. & L. A/c. and some in the P. & L. Appropri:.ticn Account.

On the principle that the P. & L. A/c. is required to show
the year’s trading profit correctly ard fiirly, items of unusual
profit or loss should be shown as <below the line” adjustments.
But profit or loss on sale of assets in some cases is shown in the
P. & L. Afe.5 Items of voluntary donations for political or

American Accounting Association, Accounting Research Bulletin No. 43.
Annual Report, 1962-63, p. 35.

Ibid., p. 30.

These are : Hindustan Salts and Indian Rare Earths.

The Estimates Committee 1n the case of the H.M.T., for example,
observed that <net profit includes a sum of Rs. 22,169 ¢s profit on sale
of assets of the company. It would have been desirable to transfor this

amount to Capital Reserve™. 94th Report, Second Lok Sabha, p. 8.

il
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charitable purposes are aleo cncountered in the P. & L. Aje. These
items cannct be considercd s usual trade cxpenses.

A few other well-acceptcd principles are rot observed in
some cases. Provision for Bad and Doubtful Debts is always made
against the year’s profit. The Hirdustan Housing hes, however,
arrived at the net profit without making this provision, wtich is
shown along with other dispusitions of the net profit!. The same
applies to the National Instruments? and tho Garden Reach
Workshops®. Preliminary Iixpenses, that is, the expenditure
incurred in promoting the company ate usvally written off in the
P. & L. Ajc. over a peried oftime. In the Bharat Electronics?,
Indian Oil Company® ard N:utional Instruments® these have,
however, been writtcn off in the P. & L. Appropriation Account,

There are a few items about the placement of which there is
great diversity, e g., “Provisicn for Income Tex”. As income tax
provision is for an unknown liability of the future, it is argued,
it is not a charge against the profit ard has no place in the P. & L.
A/c. On the other hand, some maintain that as income tax has
to be paid in advance, the expense is incurred and it has reduced
the year’s profits. The Lstimates Committee? thought th:t the
net profit is always understood to mean disposable profit, and the
substantial charge on the profits in regard to tax payment should
normally be deducted to give a true measure of profit carned.
In practice, the enterpriscs showing the item of income tax in the
P. & L. Afc.,and in the P. & L. Apprepriation Account are cqually
divided.

Devclopment Rebate is another item w!ere no uniformity in
presentation cxists. This Rcbate is allowed over and above the
full rccoupment of the actual cost by way of depreciation
allowance. As a reserve for Development Rebate has to be created
compulsorily, profit or no profit, it may be considered a charge
against the profit. Alternatively, the argument is that all reserves
are to be shown inthe Appropriation Account and Development

Annual Report, 1962-63, p. 14.

Ibid., p. ?

Ibid., p. ?

Ibd., p. 30.

Ibid.

Ibid., p. ?

120th Report, Second Lok Sablha, para 26.

NS ok
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Rebate Reserve could be no exceptionl. In practice, 16 enter-
priscs out of 29, where this item appears, show it in the Appro-
priation Account.

From the above, the difficulties in comprebending and com-
paring figures of true income for the year in financial statements
of two enterprises would be obvious. Some degree of uniformity
in treating various items is necessary. Perhaps, the Institute of
Chartered Accountants of India would be able to provide some
guidance on contentious issues liable to more than one interpreta-
tion.

The CGovernment has also moved in the matter. Arising
from the recommendations of the Estimates Committee, the
Government after consultations with the Comptroller and
Auditor General of India, intimated all public enterprises that:
provision for obligatory taxes and charges like income tax, pro-
vision for doubtful debts etc. should rightly be a charge on profits,
these items being shown as the last item in the P. & L. A/c. to
facilitate checking of the net profit before taxation. On the other
hand, all appropriations of profits, e.g., transfer to Development
Rebate Rescrve, general or other reserves and proposed dividends
etc., should find a place in the . & L. Appropriation A/c.?

(¢) Clarity

Clarity in presentation is of utmost importance. The diffi-
culty here generally arises becausc of various complex adjustments
which are often made in the Accounts. Even persons well-versed
in accounting may not be able to untangle such adjustments easily.
The P. & L. A/c. of the Heavy Electricals, for example, shows as a
credit item, ‘Transfer of Proportionate Charges” Rs. 1,76 crores3,
and its Manufacturing Account is credited with ‘“Expenditure on
design, tools and patterns transferred to Deferred Revenue Ex-
penditure”4, In the Indian Telepbone Industries, the Manufactur-
ing Account shows ¢‘Cost variation taken to Trading A/c. Sales’,

1. There may be a technical difficulty here. Some people hold the view
that for claiming deduction for tax purposes Development Rebate must
be shown in the P, & L. Alec.

2. From the circular O. M. No. I. 3 (1)-PC/63, dated 3rd August, 1963, from

the Ministry of Finance (Department of Expenditure), New Delhi.

Annual Report, 1962-63, p. 43.

4. Ibsd., p. 39.

Ibid., 1961-62, p. 26.

[ o]
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and in the Hindustan Cables the credit side of the P. & L. A/e.
shows such items as Capital Expenditure, Power & Fuel, Repairs
to Plant, Machinery and Building.! Other similar instances could
be quoted. Care has not been taken to add a line or two to ex-
plain the position.

The ambiguity in Accounts also creeps in due to the preval-
ence of suspense items. The Hindustan Steel, for example, has
shown over Rs. 1 crore as ‘Current Liabilities Suspense’? and
more than Rs. 3 crores as “Suspense” under the head “Loans and
Advances”s. In the D.V.C. the head of Creditors shows “Miscel-
laneous Suspcnse Account” of Rs. 4 lakhs! and a suspense of
Rs. 1.70 crores appears under “Transmission and Distribution’”, In
many other enterprises details or explanations of the nature and of
circumstances giving rise to “Suspense’ have not been set out.

Insufficient information also gives rive to ambiguity where
large “revenue expenses’ are being capitalised during construc-
tion. In many of these cases, expenses thus incurred are for
quite sometime shown as “pending allocation”. The question of
capitalisation of revenue cxpenditure becomes important while
calculating return on the capital invested. It is necessary to
show clearly the extent of capitalisation done along with the basis
of allocation. At present, no information on thLis account is being
supplied.

The terminology used is not always clear-cut and this adds
to ambiguity. Items like <“Reserve for Investment Deprecia-
tion”’s; “Unclaimed Amount in respect of past year written back”7;
“Managing Director’s Remuneration Salary’’®; ¢Provision for
Disallowance by S.0.W.0.T.””?; «Foreign Service Contribution’’1®
could keep the reader guessing about their true significance and
implications.

1. Annual Report, 1962-63, p. 19.

2. Ibd., p. 33.

3. Ibid., p. 36.

4. Ibid., p. 4.

5. Ibid., p. 49.

6. Ibid., Mogul Line, 1962-63, p. 12.

7. Ibid., p. 19.

8. Ibid., Garden Reach Workshop, p. ?
9. Ibid., Mazagon Dock, p. ?

10. Ibid., N.C.D.C., 1961-62, p. 14
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Presentation of Accounts

Good presentation implies that the reader is able to obtain
the required information with the least possible inconveunience and
is able to comprehend the same without difficulty. Another test of
well-presented Accounts is its visual impact on the reader. This
is affected by design, get up, use of colours!, type used in printing?,
charts and diagrams and so forth.

Some thinking and planning would be neccessary to improve
presentation. This involves many and varied considerations which
taken together become very important. Most of the decisions
here would be matters of taste, judgment and common sense, and,
therefore, are not gone into details. One or two specific points in
this regard may, however, be mentioned here.

A detailed table of contents (forming part of the genecral table
of contents or one immediately preceding the accounts section)
must refer separately to every single head in Accounts, schedules,
notes, audit report, etc. Very few enterprises take care of this
aspect.

Another point is about the arrangement of the matter. On
pragmatic considerations alone, (not much of the principles are
involved here) the accounting section of the Report should begin
with a simplified statement of Accounts, to be followed by Audit
Report and replies thereto. Thercafter may come the P, & L.
A/c. and the Balance Sheet may follow them?, followed by notes
to financial statements, Schedules to Accounts should go after
the notes.

It is necessary to sec that the Accounts are not cumbered
with many details : schedules should be used to avoid complexity.
No hard and fast rules can be laid down, but properly presented

1. Apart from the advantage of beautifying the Accounts, colours could
also be used effectively to differontiate between one set of figurcs and
the other.

2. Varying types if used for printing sub-totals, totals, figures for the previ-
ous year, etc., would be an aid to get at the required figures easily.

3. At present, in almost all cases the Balance Sheet precedes the P. & L.
Ajc. more because of convontion than law. In the U.K. many important
nationalised industrics (e.g., gas, electricity and transport), and in some
of the internationally known companies (e.g., U.S. Steel Corporation,
Dunlop Rubber Co., General Motors, British Motor Corporation) the P. &
L. A/c. precedes the Balance Sheet. The order of presentation of these
two statements is, however, not very material.
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Accounts must avoid extremes of relegating everything to
schedules! or of cluttering up the main Accounts with details?. In
the final analysis it is a matter of discretion and taste as to what
i8 to be included in the Balance Sheet and P. & L. A/c. and what
should be relegated to schedules, A small point in this connection
is that where the number of schedules is large, for ease of refer-
ence the page on which each one of them appears in the Report
may also be indicated wherever a reference to them is made,

Many times entries in the Accounts are not self-explanatory
or need extra commcnts or information. The same could be
provided separately as ‘“notcs” on Accounts, Important changes
subsequent to the date up to which the Accounts are drawn or un-
usual situations could also be referred to in the notes. Most enter-
prises make use of notes to comment on or supplement their
Accounts. These often contain useful information on the financial
working of the centerprisc. There is no rigidity as to what should
be contained in the notes and what should be shown in the
Accounts?, so long as the legal requirements are fulfilled.

Notes, as are required, should be few, significant and material.
However useful the notes may be, if they arc too many and not
given systematically and clearly they may cause confusion. Wher-
ever given, the notes should be adequately referred to in the
Accounts, including a reference against items to which they relate.
In some cases either no reference to notes is made or it is inade-
quate. An Audit Report also generally contaius reference to notes
subject to which the Report is made. In about half a dozen cases,
however, no such reference exists,

The financial statements gain added significance when com-
parative data are given. The law requires that for every item in
the Accounts, the corresponding amount for the immediately
preceding year is also shown. This requirement should be extended

1. See, for example, the Balanco Sheet of N.S.I.C., Heavy Electricals,
H.H.F., Ashoka Hotels, I.T.I,, N.N. & P.M., Hindustan Inseccticides,
Indian Refineries, Hindustan Steel. In most of these cases the Balance
Sheot 1s contained only in 2 pages. The Balance Sheet of N.S.I.C.
occupies only onc-third of a pagoe for each side.

2. The Balance Sheets of Praga Tools, 8.T.C.and I F.C, e.g., run into 10
pages each and that of the E.S.I.C in 9 pages.

3. For oxample, details regarding contingent lLiabilities, sundry debtors,
managing director’s remuneration, are given in notes in some cases,
while in other cases they appear in the Accounts proper.
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to notes and to other documents annexed to Accounts. In cases
where regrouping, sub-division, or rearrangement is done in the
current year’s Accounts, the figure for the previous year should be
adjusted on the same bases, 1f comparability is affected, for one
rcason or the other, the fact should be clearly stated.

An extensive commentaiy on the Accounts (in a separate
chapter/section) and a discussion of the important items in the
Balance Sheet and P. & L. A/c. forms part of the Directors’ Report
in many better known foreign concerus. This practice helps the
reader to get at the heart of Accounts much more quickly and
easily. It can be adoptcd by our enterprises with advantage.

The Paisc has no significance for all practical purposes in
the Accounts. In fuct it givesa false sense of accuracy when
so many items are based on cstimates only. Still 20 enterprises
continue to cling to it in their Accounts. The preseribed form of
Balance Sheet requires the amount of assets and liabilities to be
given only in rupcees!. The Paise can as such be dispensed with.

Vertical or Statement Form of Accounts

It is now generally accepted that a vertical form of income
statement showing expenses as deductior: from the incomings, and
making necessary adjustments thercunder is more appropriate.
Such a form saves the botheration of shifting attention between
left and right hand pages before reaching the nect figure of profit.
A large number of joint stock companies all the world over adopt
this form for their P. & L. A/c. In our casc only the Hindustan
Antibiotics and the Export Risk Insurance Corporation have
adopted this form. As regards the Balance Sheet, the vertical
form is much less popular?.

A mplified Statement of Accounts

The financial statements as are required by law would not
generally serve the purpose of the average or the busy reader
who is interested in a broad view of the financial standing and
the results of the year’s operations. In fact, the technical phra-

1. See, Schedule VI, Part I, Companies Act. The notes to this schedule,
however, permit the use of paise ¢in addition to rupees, if desired”.

2. Perhaps, it may be because of the fact that a deviation fiom the pres-
cribed form of Balance Sheet requires prior approval of the Govern-
ment, whereas there is no prescribed form for the P, & L. A/c.
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seology and jargons used would have but little meaning for a per-
son not trained in accounting methods. Many enterprises, there-
fore, provide a simplified version of their financial statements in
every day language.

The Company Law Board had suggested some designs for a
simplified Balance Sheet and a simplified P. & I.. A/c., which most
of the Government companies follow, either tully or with some
modifications. The improvement effected in the suggested pattern
by the Indian Rare Farths requires a mention : the enterprise
has avoided somewhat confusing heads, ie., “Company owned”,
the “Company was owed” and the <“Company in turn owed”,
‘which appear in the simplificd Balance Sheet of most other enter-
prises, following the Company Law Board’s pattern. In the Rare
Earths, the summarised P. & I.. Afe. is also slightly different
and is an improvement over the others. Incidentally, this company
has adopted the pattern of Simplified Accornts as appears in
the Tata Iron & Steel's Annual Report.  (Mr. J.D. Choksi, a
Vice-Chairman of Tata’s, is Chairman of the Rare Karths.)

Numerically, 13 out of 45 companies provide both the sim-
plified Balance Sheet and P. & L. Aje. and 4 companics? provide
only simplified Balance Sheets. Among the public corporations,
the Air-India gives a bricf summary of its financial statements and
the L. I. C. provides a summary statement of its <“Income and
Outgo”. Tt is hoped that more and more enterprises would cater
to the nceds of the average reader by providing such simplified
and summarised financial statements, as are casy to comprehend.

B. Audit Report

(a) Government Companies

The Audit Report forms an important part of Annual
Accounts. In Government companies, the Report of chartered
accountants who are appointed or reappointed by the Central
Government on the advice of the Comptroller and Auditor General

1. These are: Ashoka Hotels, Hindustan Cables, Hindustan Steel, IL.R.E.,
Mazagon Dock, Nauhan Foundry, National Instruments, N. N. & P. M.,
N.P.C.C, N.S. L.¢, S.T.C, Travancore Minerals and Hindustan
Salts.

2. These are : Heavy Electricals, Hindustan Insecticides, H, H. E, C, and
F.C I
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of India (C. & A. G.)}, has also to be submitted to the C. & A. G.,
who has a right to comment upon the Report or supplement it2.
These comments or supplement, along with the Audit Report, are
required to be placed before the Annual General Meeting of the
company3. Thus, in Government companies, two Audit Reports
are published as part of Annual Accounts.

The Companies Act requires that the Board of Directors of
a company “shall be bound to give the fullest information and
explanations in its report on every reservation, qualification or
adverse remark contained in the Auditors’ Report’”®. But this
requircment does not cxtend to the reservations, qualifications,
or adverse remarks of the C. & A. G.5, except in an indirect way®.

Only in 11 out of 45 Government companies the Auditors’
Report is qualified, and excepting two cases?, the directors have

Companies Act, Sec. 619 (2).

Ibid.. Sce. 619 (4).

Ibid., Sec. 619 (5).

Ibid., Sec. 217 (3).

It may be interesting to note that at one stago the C. & A. G. objected

to the replies being given to his remarks or coinments. (See Annoxure IT

to this Chapter). The Company Law Board, however, did not

accept thus viow and all the companies now givo reply to the C. & A. G.’s

objections or remarks 1n the same way as 1n the case of the professional

auditors’ objections or remarks. The N. C. D. C. is tho only onterprise
which replies to the C. & A. G.’s objections by publishing the proceed-
mngs of 1ts Annual General Meeting as a pait of tho Annual Report

(1961-62). These proceedings largely consisted of replies to tho objections

raised by the C. & A. G., which were given at the mecting of the share-

holders us a piece of information by the Chairman. (Incidentally, the
total attendance at the Annual General Moeting as rccorded n the
minutes was anly three).

6 It isindiect because according to Sce. 619 (3) of the Companies Act,
the commonts of the C.& A. G. are to be «placed before the Annual
General Mecting of the Company at the same time and in tho same
manner as the Audit Report”. And if the remarks by professional
auditors are required to be rephied by the directors, the same provision
should apply to the remarks of the C. & A. G.

7. The first exception 1s provided by the Hindustan Cables, where the

auditors’ reservation that the <sale price has been estimated by the

Company which could not be verifiad by us in tho absence of supporting

documents and acceptance of such sale price by D. G. 8. & D.,

New Delb1”’, has remained unanswered. Another instance is provided

by the Nahan Foundry where the auditors’ comments that ¢in case of

eome of the properties at the Hiring Depots the title deeds are not in
the name of the Company”, has been glossed over by the directors in
their reply.

o e o
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given explanations to the audit objections. The explanations
given, however, cannot be considered as providing ‘fullest infor-
mation and explanation’ in all cases?.

So far as the comments of the C. & A. G. arc concerned, out
of 45 Government companies, 25 carry ““no comments’ certificates ;
in another 12 cases the C.& A. G. decided ‘not to review the
report of the auditors’'?, and as such no comments were offered.
Only in 8 cases the C. & A. G. has ‘commented upon or supple-
mented’’ the Report of the company auditors®. And in all these
cases the Board of Directors has replied to audit objections.

The Study also shows that in 4 cases the replies to the
auditors’ objections are included in the Directors’ Report itself,
without a reference to it anywhere. In the rest, replies have
either followed the audit comments, or a reference to them has
been made. If replies to audit objections cannot be given along
side, at least a referecnce must be made to them,

(b) Public Corporations

In the State Bank, the Reserve Bank and the L. I. C., only
professional auditors carry out the audit. The C. & A. G. has
no jurisdiction over them. In the Industrial Finance Corporation
and the Central Warchousing Corporation the C. & A. G.’s asudit
is in addition to those of professional auditors. In the absence
of statutory requirements, however, the comments of the former
do not find a place in their Annual Reports.

In the air corporations, the Oil and Natural Gas Commission,
the Employees’ State Insurance Corporation, the National
Co-operative Development Corporation, and the D. V. C., the
Accounts are audited by the C. & A. G. or some other person on
his behalf. The air corporations and the Oil and Natural Gas

1. Some of these cases in our view are provided by Heavy Electricals,
Hiodustan Steel, R. I. C. (all 1962-63 Reports) and N. C. D. C. (1961-62
Report).

As the power to review the professional auditors’ report is only dise

cretionary (Sec, 619 (4) of the Companies Act), the C. & A. G., generally

in case of the comparatively smaller companies, does not sometimes
exercise his power of rcview.

3. An interesting side light is that out of these in some of the cuses the
company auditors gave a completely clear Report. In such ceses the
important question of the liability of the professional auditors might
arise.

to
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Commission do not publish the auditors’ certificate as part of the
Annual Report, and Accountsl.

As stated earlier, the Government companies are required
to give the ““fullest information and explanations” to every audit
objection. Ior public corporations, only some enterprises publish
replies to audit objections, while some others — the Employces’
State Insurance, the Oil and Natural Gas Commission and the air
corporations, do not cven publish the Report of the auditors? in
their Annual Reports. The Reports of the D. V. (. which contain
the longest of all the audit objections Lst, do not carry replics
to them. There is little reason for the public corporations not to
include audit comments in their Reports, and for not providing
the fullest explanation and information about them.

It may be of some interest to note that the Audit Ieports
of the State Bank and the Reserve Bank are addressed to the
President of India. The Reports of the T.. I. C., the 1. F. C. and
the C. W, C. are addressed to the sharcholders. But in other
cases, where the Audit Reports are given by the C. & A. G., they
are not addressed to anyonc.

Regarding placement of the Auditors’ Repert in the Annual
Report there is no uniformity. 1t can be found in the beginning, in
the middle, or at the end of the published Accounts. Again, tbe
two Audit Reports in Government companics may be found at the
two ends of the Accounts. The Auditors’ Report be published fairly
early as part of the Annual Accounts3, and in no case should it be
relegated to the end and mixed up with schedules and other statisti-
cal information. Also, the two Audit Reports must be one after the
other, aloug with replies. In the table of contents a reference to
various heads of Accounts and Audit Report be made clearly. Very
few enterprises do so at present.

1. It may be noted that for the air corporations the Government has accep-
ted the recommendution of the Kstimates Committee that only the
certified Accounts should be presented to Parliament. (Estimates
Committee, 9th Report, Third Lok Sabha, p. 7)

2. In the case of the Employees’ State Insurance Corporation, the audit
certificate is published 1n the Annual Report, but the separate Audit
Report subject to which this certificate 1s given is not published.

3. At prosent in 31 out of 45 Government companies the Report of the
professional auditors 1s the first item and 1n § cases it is second item in
the Accounts, The Report of the C. & A. G, is published as first item
in the Accounts in 6 cases and is second 1temn in 20 cases.
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Conclusion

It seems that in preparing and presenting financial state-
ments, public enterprises do not fally bear in mind the require-
ments of the average rcader as well their own responsibility to
the public at large. Their published Accounts are largely on the
same pattern as of privatc enterprise. This is mainly due to the
sameness of law in the two cases!. The fact, however, is that
most public enterprises operate in less competitive arcas, and
have to satisfy an inquisitive public and Parliament. It is therefore
possible as well as desirable to have maximum possible disclosures
in their Accounts. Due regard will also be necessary for clarity,
simplicity and estheticism

While asking for disclosures, the enterprise’s interest would
necessarily be kept in the forefront The non-disclosure, however,
<hould not be based on predilections of the management, but on
grounds which could be defended pubhicly. 'The approach ought
to be that dicclosures would not harm the interests of the enter-
prise unless contrary is proved, and not the other way round.
If some important information is neccessary to he withheld, the
reasons for this could be given?,

The uniformity in the treatment of various items also
requires to be re-stressed.  Commonly accepted conventions and
practices? should strictly be followed in treating the various items,
so that valid comparisons are made and useful aggregates
obtained. At the same time, strait jacketing in regard to form
and presentation must be avoided, for it would hinder experimen-
tation, which is essential for progress.

1. Though the Companies Act does not apply to the public corporations,
in matters of published Accounts, the joint stock companies have, by
and large, served as a model.

The TUnited Kingdom Atomic Energy Authority, for oxawnple, makes

clear in its Annual Reports that not receipts of the Authority have not

been disclosed due to security reasons.

3. In the U.K., tbough the form of Accounts is prescribed by the minister,
a basic guiding principle has been laid down 1n the various nationalisa-
tion Acts. It is stated that the form of Accounts “shall conform with
the best comnmercial standards’’.

0
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ANNEXURE 1

Copy of the circular sent by the Company Law

Board to all Government companies in October

1963, to impress upon them the need for a sound
accounting organisation,.

I am directed to invite a reference to this Department’s
Circular letter No. 7(18)-CL-VI/59/B, dated the 13th May, 1959
and Nos. 1(2)-CL-IV/61, dated the 7th February, 1961 and
8th March, 1961 stressing the importance of maintaining an
efficient accountancy organisation and cost accounting unit in
every Government company. Attention is also drawn to this
Department’s letter No. 1-(29)-CL-1V/62, dated the 1st May, 1962
advising every Government company to build up an accounting
set up in its internal organisation similar to that obtaining in
companies such as the Hindustan Lever Limited, so that each one
of them would reap the fullest benefit as a result of the adoption
of advanced accounting techniques. In this connection, I am now
to bring to your notice that the examination of the observations
made in the supplementary reports prepared by the auditors of
the Government companics under the special instructions of the
Comptroller and Auditor General of India issued under section
619(3) (a) of Companies Act, 1956, reveals serious defects in the
accounting and book-keeping procedures of several Government
companies. Some of the more important deficiencies noted are :

(7) the books of accounts were not maintained up-to-date ;

(#t) the accounts were not kept on the commercial lines, i.e.,
the double entry system of book-keeping ;

(¢it) there was inadcquate control over material ;

(7v) absence of costing procedures and budgetary control and

(v) absence of any internal audit system ete.

Many of these deficiencics have been observed even in companies
established about 8 to 10 years ago. The basic reasons for these
deficiencies are possibly the failure to utilise the services of
adequate number of Chartered/Cost Accountants with experience
in commercial accounting in senior positions and/or no thought
was given at the time of sponsoring the project about the proper
accounting organisation.

It is evident from the facts disclosed in the supplementary
reports made by the auditors of Government companies that the
accountancy organisations and cost account unit of a good number
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of Government companies have not been properly designed and
manned with experienced and competent Cost/Chartered Accoun-
tants. I am, therefore, again to impress upon the managements
of these Government companies which have not yet set up a
proper system of costing and accountancy in their undertakings,
the importance and urgency of the nced for building up costing
unit and accountancy organisation manncd by compctent and
experienced Cost/Chartered Accountants, with adequate know-
ledge of commercial and industrial accounting and costing
principles and methods.

I am also to request that this Department may be informed,
in due course, of the action taken in the matter.
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ANNEXURE II

Copy of the letter sent on 15th October, 1958, by the

Comptroller and Auditor General of India to all

Government companies regarding the replies which
Government companies publish to his comments.

It has been observed that a Government company published
its further remarks on the comments of the Comptroller and
Auditor General of India under Section 619(4) of the Companies
Act, in its Annual Report. Ordinarily, there should not be any
occasion for the Government companies to publish their remarks
along with the Comptroller & Auditor General’s comments under
Section 619(4) of the Companies Act, 1956, since such comments
are finalised after taking into consideration the views of the
management with whom the comments are fully discussed at the
draft stage. But in case the management of Company still proposes
to comment or offer explanation in any way on the Comptroller &
Auditor General’s remarks such remarks should be communicated
to this office in advance before they are incorporated in the Report
of the Board of Directors.



Chapter V

A Survey of Annual Reports —
Miscellaneous Matters

This Chapter deals with the mechanics of preparing the
Annual Report, and the methodological aspects of presentation
and format ete. Other less important but allicd matters not taken
up in the previous Chapters, are also covered.

Preparing the Annual Report

The mechanics of preparing the Annual Report were studied
on the basis of a brief questionnaire! issued to all Central public
enterprises, twenty-five of which? responded.

(7)) Responsibility and process of preparation.

The survey shows that the overall responsibility for planning
and preparing the Annual Reports rests mainly with top manage-
ment. In smaller enterprises, the Managing Director alone, or
with some other officer such as the Secretary or the Financial
Adviser directly takes interest in the preparation and production
of the Annual Report. In bigger enterprises like the Fertilizer
Corporation of India, Hindustan Steel, and Hindustan Machine
Tools, the Secretary or the Financial Adviser alone or along with
some other officer, such as the Public Relations Chief, is in overall
charge of the matter.

The Company Secretary is most often mentioned as the per-
son who initiates action for the preparation of the Annual Report,

1. Reproduced as Annexure I to this Chapter.
2. The list of these enterprises is given a8 Annexure II.

141
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and who also acts as an expediter. The initiator, as a part of his
function, starts gathering information from various departments
and prepares a draft combining information available with the
secretariat of the enterprise. In some cases, the preparation of
the draft has been reduced to mere clerical work, in as much as,
with minor changes, new facts and figures are inserted in the old
narrative. In two cases, a meeting of the senior officers is called
as a part of preparing the Annual Report, Informal consultation
with senior officers of the enterprise is usually done by the initi-
ator of the Report, depending upon the ‘needs and circumstances
of the case.!

Help from outside bodies, such as advertising agencics, in the
layout or designing of the Report, particularly the design of the
cover page, is mentioncd in 9 out of 25 cases. In two cases the
enterprises’ own artists attend to this job, and in another two cases
the printer of Report is entrusted with the job of layout, design
ete.

Whatever is the level and method of preparing the Report,
the final approval of the entire manuseript is always obtained from
the Chairman or the Managing Dircctor. Ten responding enter-
prises state that overall approval of the Board of the enterprise
is obtained before the Report is printed. In one case, the present
writer was told, the Board went through the Report sentence by
sentence ; and the effect of this scrutiny was a sizeable reduction
in the narrative of the Report over a period of time : the Board
either because it had no time or patience, thought of adopting a
conservative policy regarding disclosures.

(b) Budget for the Report

Only in 8 cascs out of 25, a specific provision in the budget
of the enterprise is made for the Annual Report. In two cases,
no budget as such is approved ; but the Board has approved a
ceiling for the expenditure on the printing of the Annual Report.
In other cases, no specific head of expenditure for the Annual
Report is shown in the budget, and it is charged to the head

1. In one case, in the list of the persons whose help is sought in the plan-
ning, layout and preparation of the Annual Report, the seven officers
mentioned are: (i) Director Technical & Chief Engineer; (ii) Chief
Engineer (Construction), (iii) Commercial Manager, (iv) Works Manager,
(v) Financial Advisoer and Chief Accounts Officer, (vi) Personnel Mana-
ger, (vii) Manager purchasing and main store.
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printing & stationery. In some cases, the budget for the Annual

Report also formed part of the public relations or the publicity
and advertising budget.

(c) Number of Copies

The range for the number of copies printed is as wide as
300 to 5000. Generally, 500 to 1,000 copies are printed by smaller
enterprises, and 2,000 to 2,500 by bigger cnterprises. Only two
enterprises print 4,000 and 5,000 copies of the Annual Report.
Three enterprises have indicated that a limited number of Hindi
version of the Report is also printed. In most cases, the decision
about the number of copies to be printed is taken at the highest
level, that is, by the Chairman or the Managing Director. In two

cases the Board itself decides about the number of copies to be
printed.

(d) Cost of Printing

The printing cost ranges from 39 Paisc to Rs. 13-89 per copy,
for the year 1964-65. In majority of cases, the cost of production
is less than Rs. 5 (only in 3 cases it is above Rs. 5 per copy). The
cost incurred in printing does not always reflect itself in the
Annual Report. Wherc the number of copies printed is small,
cost per copy naturally gocs up. It may be noted here that after
the recommendation of the Public Accounts Committee in this
regard,! public enterprises in general have leaned towards austerity
in the printing of their Annual Reports.

(e) Distribution

The decision regarding the distribution of the Reports is
mostly taken on ad hoc basis. The Chairman decides about it
in 7 cases, and the Secretary of the enterprise in 9 cases. In other
cases, the Financial Adviser or the Public Relations Chief deccides
about this, or a standard mailing list is maintained. In 10 cases
out of 25 all members of Parliament arc sent a copy of the
Annual Report, either dircctly or through the concerned
administrative ministry. In othcr cascs, only some copies are sent
to the Parliament Secretariat for distribution among the M.Ps.
In two cases, the Annual Reports are sent to the Parliament library
for use of the M.Ps. Itis intercsting to note that some enterprises

1. 7th Report, Third Lok Sabha, p. 89, para 79.
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have referred to definite instructions from the Government requirirg
them to send a copy of their Annual Report to all the Members of
Parliament, other enterprises do rot even print sufficicnt number of
copies so as to go round all the M.Ps, In threc cases, the Annual

Reports are also sent to Ministers of the State in which the cnter-
prise i3 established.

(f) Time Spent sn Preparationt

Very few enterprises attend to the preparation of the Annual
Reports before the close of their financial year. After the close
of the year, enterprises take one and a half months to 8 months n
the planning and printing of the Report, depending upon the
efficiency and the size of the enterprise. The delay 1 finahising the
Report 1s invariably duc to the preparation and audit of the
accounts part of the Report ; the Dircctor’s Report as such does
not take much tim.. In all Governwert companics, after the
pro‘essional aunditors have subnutted their Report to the Comp-
troller & Auditor General of India and the company concerned, the
former mey choose to sciutinise the Accounts with a view to
commenting or supplementing the auditor’s report. This naturally
consumes some oxtra (ime.

(9) General

About 50 per cent of the enterprises who responded, did rot
know the date when their Annual Reports were presented to
Parliament. They. after havirg sent their Reports to the ministry
concerned, (whose responsibility it is to place  them befecre
Parliament), thought their job as dore. Many enterprises did not
know whether their Reports are discussed by Parliament or not.
They think that mere presentation of the Report to Parliament
tentamounts to a discussion on it, which, of course, is not a fact.
As has been mentioned above?, only a microscopic minority of the
Reports presented to Parliament are discussed by it.

Format

The get-up of the Reports is generally satisfactory. The
improverent is marked when one looks to some of the earliest
Reports which were a fcw mimeographed sheets, loosely stitched
at one end. Some of the present Reports may even be considered

1. For a detailed discussion see Chap, 11, pp. 64-5 supra.
2. Chapter 11, pp. 74-5.,
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rather ostentatious. They apparently draw inspiration from some
grand.ose foreign Reports which partly aim to udvertise for the
pro.ucts and partly aim at generating a sense of confidence and
prosperity about the cnterprise. The Public Accounts Committee®
felt that some of the Reports from public enterprises were
“lavishly produecd”, and it recommended economy in this regard.
Judgment about ““lavishness’’ may differ «nd lavishness may be
justified in some situatiors. Genceruting confidence in the name
and products of the enterprise could be one of the objectives of the
Annual Report, and 1if so, the money spent would be treated as a
part of sales or public relations expenditure,

After the Public Accounts Committec’s criticrsm of «high
quility paper, coloured charts and graphs and photographs’2, most
of the enterprises have gone out of their way to disprove this charges.
The inferior paper now used has somewhat affected the printing of
vraphs. charts and photographs, and has thus reduced the attractive-
ness of the Reports. But fancy printing, glossy photographs,
colourful get up, and brilliang title cover need not be the objective
of the Annual Report of public enterprise. The main purpose is
to put across in a clear and objective manner what the cnterprise
has been able to 2chieve and obstacles, if any, in the way of greater
progress,  Elegant get up 1s only a means to an end,

The Annual Reports everywhere are paperbacks, and our
Reports are no exception.  Ir most cases the pages are pinned in
the middle. Only some thicker Reports are stitched or sewn properly
and look like a well-produced paperback. Further, none of our
Reports contains the title at the spine as is the case, e.g., with
most of the Reports of the British nationalised industrics.

(a) Use of Colour and Pictures

Not much use of colour is made in the Reports. Colour is
generally used in the title page, graphs and diagrams, heads,
sub-heads, and in Accounts. In very few cases colour isused in
photographs. There does nct in fact seem to be much nced for
costly colour printirg, which generally requires imported paper.
The Reports of nationalised industries in Britain do not use
colours (except the B. &, A.) yet their get up, presentation and

1. 7th Report, Third Lok Sabha, p. 89, para 79.

Ibid.

The H.M.T. & I. 0. C., among a few others, do not seem to have
worried about the Public Accounts Committee’s recommendation.

o 10
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the information provided would compare with the best Annual
Reports anywhere.

Pictures help in relieving the monotony of Reports. They
generally relate to some aspects of operation of the enterprise,
visits of dignitaries, labour welfare etc. Majority of Reports do not
contain pictures, others make only mcderate use of them, but in a
few cases. the pictorial presentution is somewhat overdonel. The
choice of picturcs and their number requires discrction. The
pictures should be few, well-produced and be inserted at right
places.

(b) Size of the Reports

Most of the Reports are 10" to 117 in length and 8" to 9" in
width2. This size-range 18 commonly in use in the privite sector
companies in India as well as abrcad. There is no sanctity about
a particular sizr, e¢xcept the considerations of convenience of
handling the Report and the eate of presenting charts, graphs,
financial statements and other statistics. In Britain, the Reports
of nationalised industries have all through been ¢f a uniform
sizc, 1.e., 91" 6". In any case, whatever the size, it should, as
far as possible, remain constant over a period of years. The size
of our Reports have varied over the last 3 years or so in sbout a
dozen cases.

(c) Pages in the Reports

An Annual Report should neither be so bulky that an average
reader may not be able to find his way through it, nor so sketchy
that nothing substantial is found therein. In most cases the
number of pages are breadly related to the size and ramifications
of the enterprise. The shortest Report in Government companies
is from the Export Risk Insurance Corporation with 12 pages, and
the longest is of the Hindustan Stcel with 132 pages. Of the
public corporations, the range is between 32 pages (Indian Airlines

1. In the Hindustan Aircraft Report, 1961-62, e.g., over a dozen pictures
showed adult literacy classes, knitting classes, training in Ambar
Charkha, workers' canteen, the workers’ oichestra in action and so
forth. The Hindustan Shipyard gave 18 pictures of the visits of digni-
taries and other V. I. Ps. and 2 pictures of some aspects of production.
The Neyvel Lignite Report, 1961-62, devoted 8 full pages to show some
aspects of production and 4 full pages to depict welfare measures,

2. The Report of smallest size (of the Reserve Bank) is 8}”x5}”, and the
biggest (of the Indian Railways) is 137 x 8}".
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Corpor:tion) and 203 p:ges (Employecs’ State Insurance Corpora-
tion),

Average number of pages contained in the Reports of Govern-
ment companies come to 40 and of public corporations to §1. On
an average, 8 pages are devoted to the Directors’ Report in
Government companies and 30'5 in public corporations. Pages
devoted to Accounts, schedules, auditors’ reports ete. are much
larger; the average being 25 in Government companics and 185
in public corporations. Other miscellaneous matters such as graphs,
charts, diagrams, pictures, statistical tables, notice of the Annual
General Meeting cover on an average 7 pages in Government com-
panies and 32 pages in public corporations!,

True, the number of pages itself is no criterion to judge the
usefulness of an Annual Report. But certain basic and routine
information will require a minimum of space. In the U. K., the
Reports of the central bodies of major national enterprises—coal,
gas, clectricity, railways and air corporations—covered (during
1961-62) 1300 pages, giving an average of 186 pages to each of the
public corporations responsible for these industrics. Similarly,
the Report of the T.V.A., a major public enterprise in the U.S.A.,
devotes 90 pages to report the year’s work, 35 pages to Accounts
and 100 pages to the texts of “power supply agreements’ with
various contractors,

(d) The Title Page

The title page is important from the point of view of first
visual impression. About two-third of the Reports use colours to
brighten up their title pages, with various degrecs of effectiveness.
In six cases the title page illustrates some aspects of the enterprise’s
working. About half the enterpriscs usc their emblems or crests
on the title page along with their names and the year to which the
Report pertains. The title page of the Report should in fact not
only give the year of the Report but also the serial number of the
Report. The fact that it contains the year’s Accounts should
also be stated.

Whether or not uniformity be maintained in the use of the
title page is a minor though controversial point. Of the 57 Reports

1, The high average in public corporations is due to E.S.I.C.,'I.F.C. and
L.I.C. dovoting 143, 80 and 53 pages respectively to miscellaneous

matters.
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under study, only in 25 per cent cases a complete uniformity in
the outer cover has been maintained over a period of three years.
Presentation of Material

Effective presentation is of paramount importance. A care-
fully edited Report with the same material carries greater con-
viction and achieves better understanding. A lot of care and
attention would, therefore, be necessary in deciding what is to be
given in the Annual Report and how the same is to be presented.
The following are some of the important considerations.

(a) Headings

Headings act as signposts to the reader and direct him to
the place of his interest. It is, thercfore, necessary that the main
activities are shown under a few important heads or chapters such
as personnel, production, sales, finance, etec. Nccessary sub-hcads
may then be given. But this simple device of strecamlining pre-
sentation has not received sufficient attention. In majority of
cases, the classitication of heads and sub-heads is not properly
done. Iiven the size of the type and colour used for printing heads
and sub-heads is not such as to always make the distinction bet-
ween them clear. Nor the heads given in one year arc always
followed up in the text and their order is changed without sufficient
reason. This renders comparative study difficult. In some cases
the headings which had significance, say, five years back continue
to be used, though no longer nccessary. The practice of giving
marginal heads in addition to main heads is good, but is adopted
only in two or threc cases. It is also not uncommon to find a
head containing information which has little or no justification to
be there!. In some cases, the information dealing with one theme
is spread over many places. With little care and attention such
minor defects can be set right.

1. A few examples of this are given below :

(1) Under the head sales, the I O.C. Report, 1962-63 (p. 7), states that
“the accounting system was under heavy load due to expansion of
company's activities... Tho company prepared an accounting manu-
al on its own and hopes to set right the difficulties now pointed
out soon’.

(n) The head “labour™ in the B.E.L. Report, 1962.63 (p. 12), also con-
tains a referenco to the revision of pay scales of the executives.

(11) The head ¢accounts” in the Hindustan Organic Report, 1962.63
(p. 4), also contains explanation of difficulties in operating letter of
credit for purchase of equipment from West Germany.
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(b) Index and Table of Contents

An index or a table of contents is key to the whole Report.
Yet, none of our Reports carry an index, and the majority of
them do not have a table of contents. The absence of this element-
ary requirement would be a big handicap to a busy reader. In
some cases, this omission may be defended on the ground that the
Reports arc too small to require a reference to contents or an
index. But some Reports of even over 50 pages do not provide
this facility. The contents, where given, are not always sufficient-
ly detailed. A table of contents, to be useful should refer to all
paragraph-heads in the Report as is being doune by the E.S.I.C.
and the Railways. However, before an index or table of contents
is recommended, it is essential that the Reports are properly
paged. Six Reports are not paged! and 3 are only partly paged.?
(c) Language
The drefting of the Reports dimands car: and attention.
An Annual Repott 15 not an exeretse in literary skill 5 but cluity
in presentation sloulll be aimed at. Adequate attention is not
always being given to this aspret. Some instances of defective
language be observed -
1. The products have ‘‘stood the most rigorous tsts
pre<cribed in the international world’".3
2. <D spite controlled «conomies ... production costs have
been steadily going up”.*
3. The <“cequipment 1s expected to be productionised
during ... 7.5

4.  “Defects have been rectified and strengthened ... 7.0

(d) Consistency

Inconsistencies in the use of word> as singular or pluial,
indiscriminate and inconsistent usc of capital lctters. rounding off
the same figures sometimes in thousands and sometimes in lakhs

-

These arc: Hmdustan Aircraft, National Instruments, P. & C. D. C.,
G. R. W., Nahan Foundry and R. I. C.

These are N. L, C,, L. D. & I., and N.P. C. C.

Annual Report, Heavy Electricals, 1962-63, p. 7.

Ibsd,, Rare Earths, 1962-63, p. 9.

Ibid., Bharat Electronies, 1962-63, p. 9.

Ibid., Hindustan Steel, 1961-62, p. 14.

S op e
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or crores, cte., are not uncommon to find in the Reports. This
shows the care bestowed upon the Reports — so important a
document of the enterprice. Just one instance of inconsistency
be given here, In the Indian Refineries Report (1962-63) “Messrs
Snam Progetti, a subsidiary of Messrs E. N. I.”’, became ‘Messrs
Snam, S. P. A. Ttaly”, “Snam Progetti’’, <Messrs Snam of Italy”
and only “Mcssrs Snam”’, within a span of six pages.

(e) Abhreviations

In some cases, unfamil’'ar abbreviations cause difficulties.
Names and phrases wlich are household words in the enterprise
are unwittingly taken as known to the outsiders also. The Indian
0Oil Company, for example, talks about L. P. G.” bottling?, and the
S. T. C. of entrusting its barter deal to I. S. M. A.2 It is neccssary
that the abbreviations used are explained somewhere in the Report.
Similarly, a casual reference to something well-known within the
enterprise may cause difficulty for the outsider. For instance, the
Indian OQil Compary refers to Rs. 8:08 lakhs of ¢bridging
expenses’’3, and the I. T. 1. refers to its sales which, among others,
“‘consisted of class B orders”.4

(f) Technicality

In employing technical terms an average reader should not
be completely lost sight of. To cite an cxample, a table giving
“nct lapse 1atio at mean duration” in the L. I. C. Report explains
the ‘“mean duration’” as ‘“year of lapsc minus ycar of new
business”. This would be of no help to an avcrage reader, who
would have been helped by a line or two of additional explanation.
Similarly, the production of Hindustan Cables is given in miles,
kilometres and in standard kilometres (100 Pr. 10 1b.), without
explaining their meaning and significance.® The practice of the
two air corporations to define the terms used in their Reports is
commendable, In any case, if the Report is meant for an average

Annual Report, 1962-63, p. 9.
Ibid., p. 7.

Ibtd,, p. 7.

Ibid., p. 11.

Ibid., p. 5.

6. Ibsd., pp. 3-4.

By
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intelligent lay reader, technical details!, as far as possible, be
eschewed, or be as well explained in simple language.

(g) Continuity and Comparability

An Annual Report is in the nature of a serialised publication.
As such, it should pick up the thread from the Report of the earlier
year. Al<o to the extent possible, it should be made self-contained
by providing a brief resume of the matters given earlier. Too much
reliance on ‘“as already stated in the last Report” formula, be
avoided.

Continuity and comparability is lost when information in one
Report is either not followed up in the next or changes are effected
without providing an adequate explanation. The Indian Refineries
Report (1961-62), for cxample, gave details of Lube Oil Project,
the establishment of an Oil Refinery in South India, and of the
manuficture of Liquefied Petrolenn Gas. The Report of the rext
vear does not refer to these matters. Simlarly, details of various
products obtaired, despatched and in stock and of construction
activities of the refinerics given in the 1961-62 Report, were not
taken up in the next Report.

The 1960-61 Report of the I. T.I. gave production figures
along with the targets for 1960-61. and the next ycar’s targets for
the following :

() Telephones

(74) Uniselector Racks
(#4)  Group Sclector Racks
(tr) Fin:l Selector Racks
(v) Composite Racks
(vi) Transmiss'on Equipment

1. An example or two of the technical details be given here :

({) The L. T. I. Report, 1960-61, (p. 10) stated : “Our rosearch labora-
tories have finalised the design of Frequency Modulated V. G. T.
Systems for the P. & T., Transistorised Ultaphone, one plus four
systems and 3-channel V. F.T. Group IT Eleven types of instrue
ments, 8 Channel Terminals and 8-Channel Repeaters”.

(f¥) The 0. N. G. C., 1962-63 Report (p. 1) observed :

“Sixteen geological, 15 seismic and 12 gravity magnetic field parties
were sent to carry out field surveys ... A number of structures were
delineated by the geophysical field parties ... Six electrdlogging
partics were in operation ...
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In the 1961-62 Report!, however, production was given for quite
different heads, thus renderirg any compariscn imypossible. The
heads in the 1961.62 Report were :

(#) Telephones
(¢¢) Multiple Racks
(1¢¢) Misc. Racks
(vv) Small Exchange~
(v) Stackable Channels
(vt) 12-Channel Bay Sides
(vit) F.DM. VFT Chanrels
(vitt) 8-Channel Carricrs
What happened to the earlier heads of preduction? Why
were they dropped 7 And how the new heads of production came
in, is not clear. In the 1962.63 Report, more hewds were added :
and in soms cases nomenclatutes were changed. The explanation
of the enterprisc? that only a sample of thetcms is given in the
Report and that it 1s not mewnt for comparison with previons
Reports is not understindable, forthe Compar)’s Annual Reports
themsclves hove compared achievemerts of the various items with
the previous year.3
The comparahility .s also affected when the figures of actual
yeatly prcduction in one year are replaced by percentage increases,
in the next year.t  Inanother case, about the rame thing, different
figures were given at different places in the sane Report® How
comparability 1s affected by lack of adequate care in preser tation
has further been shown in the Case Study which .s arnuxed to this
Chanter as Annexure III.

It is necessary to sce that the bases of comparison in the
Reports are not easily disturbed.  Anissue once raised should not
be dropped without carefully weighing whether 1ts 1mportance is
sufliciently diminished so as to justify its deletion. Problems once
raised, if avoided, would often lead to an unfavourable opinion, and

1. pp. 15-16.

2. This was gaven m reply to the present author’s enquiry from the
Company.

3. Annual Report, 1961.62, pp. 15-6.

4, 1. 0.C., Annual Report. 1962-63, p. 5.

5. D.V.C.,, Annual Report, 1961-62, The figures of irrigation potential
shown at pp. 1,6 and 78 are differen ¢.
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show the enterpr se in a bad light.?
(k) Clarity and Correctness

Clarity in presentation is influenced by factors discussed

above. In add.tion, the editor of the Report must take sufficient
carc to see that no leose ends are left and the reader is able to get
at what is preserted to him with ease and without confusion.?
On the whole, therc is not much difficulty on this account, but
some of the cases to the contrary are mentioned to illustrate the
directions in which care may be necessary :

1. Aér-India : Regarding the surplus staff it was stated that

“the cxcess, however, will be absorbed in the next few
years as the fleet and operations grow, It would not be
prudent or practical in a growing enterprise such as
Air-India to seck to reduce the number of its employees
to the absolute minimum required at any given time.
It would not only invite Itbour unrest but would also
result in loss of trained personnel which would have to
be replaced and trained de novo after a relatively short
time” .3
After thus justifying the whole situation, the Report
added :
«“A substantial part of what mway appear to ho cxcess
staff, but in fact is not, performs in the Corporation a
number of functions ... As  the revenues {rom such
services appreciably exceed the cost to the Corporation
of the additional staff and thus provide valuable avenues
of employment, the Management is satisfied that the
policy is a s»und and productive one’’.4

(]

The same position would arise if adequate explanations are not given to
the issues which ariso ont of tho Reports, Tho Fertilizer Corporation
set up a factory at Namrup in Assam which would, wo were told, last
for 10 to 15 years beecause of the inadequate gas reserses roquired for the
purpose. (Annual Report, 1961-62, p. 10). The advantages of choosing
the sito in such circumstances, however, wore not mentioned anywhere.
A small example of how this could bo dono is by rounding off the
figures, which may be stated as so many lakhs or thousands, and not
as, e.7., the Indian Refineries did it when its Dircectors’ Report
stated that the sales of the company iccreased from Rs. 36,68,062.07 P
to Rs. 8,53,28,346.47 P. (Annual Report, 1962-63, p. 7)

Annual Report, 1962-63, p. 15. para 51.

1bil., para 52



154 PUBLIC ENTERPRISES IN INDIA

One may ask, where was the need to bring in the question of

surplus staff at all and to justify its existence, on grounds cther
than economic ?

2. Hindustan Housing : Reporting about a worker who had
built an electric converter which was imported pre-
viously, the Report made an over-cnthusiastic and
unrealistic forecast that “other workers are now trying
their best to manufacture other equipments that were
imported (and) quite soon all the machinery which was
being imported will be made in the factory by our own
workers” 1

3. I.T. I and Hindustan Salts : Reported that their
auditors were appointed by the Government ““in consul-
tation with the Comptroller and Auditor-General”,
According to the Companics Act, the auditors of a
Government company are appointed “on the advice of”
and not ““in consultation with” the C. & A. G. Actually,
the original provision in the Companies Bill “in consul-
tation with”, was changed beeause that would have given
the Government a right to disagree with the C. & A. G.,
which right the members of Parliament did not want to
conccede.?

4. Ashoka Hotels . The figures of income for 1960-61 given

in that ycar’s Directors’ Report are not comparable with

the figures in the next year’s Report.3

Indian Rare Eurths : The 1961-62 Report (p. 6) gave a

target of 3,000 tonnes of Monazite for the next financial

year. In1962-63 the production was 2,933 tonnes and
the year’s Report said that “a record production of

300 metric tonnes per month was achieved in the month

of August, 19627, It was, however, not made clear l.ow

a month’s production, which was the highest during the

year. could be recorded as <300 metric tons per month”.

6. Heavy Electricals : The 1962-63 Report (p. 3) stated that
“figures for the three new projects at Hyderabad,

<

Annual Report 1960-61, p ?

Lok Sabha Dobates, 8th Sept., 1955, Cols. 12992-12999.

Annual Reports, 1960-61 and 1961-62, p. 2 In the Hindustan Housing
also the figures given regarding 1960-61 production in the 1961-62
Report (p. 5) are not the same as in the Report for 1960-61,

& 1o
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Hardwar and Tiruchirapalli are 3 5 crores and 3-4 crores”’,
One would wonder as to which of the three projects
these two figures relate.

Miscellaneous Matters
(1) Diagrammatic and Graphic Presentation

Diagrams and graphs have special significance in conveying
effectively a mass of information by converting the data to a form
that facilitates rapid comprehension and easy interpretation. They
also add to the attraction of the publication and catch the reader’s
attention eagily.l Though of great use to the lay rcader as well
as to the busy and expert observer, they are not very popular :
only 50 per cent of the enterprises use them with various degrees
of effectiveness. Numerically, on an average, the Reports contain
about 5 to 6 diagrams and graphs.

A wide variety of activities are depicted through diagrams
and graphs; important ones of these are given below:

(7) Diagrams (generally bar diagrams) show trends of profit,

production, sales etc. over a number of years. In some
cases the break-up of the items is also indicated. Ex-

amples here ate provided by Bharat Electronies, Hindu-
stan Antibiotics, I.0.C., N.N. & P.M., and Hindustan
Cables.

(it) A pie-diagram illustrating how each rupce was earned
and the way it was spent on different heads. Examples
are provided by I.A.C., N.S.I.C., L.I.C. and State Bank.

(iti) A pie-dirgram giving the break-down of all the expenses
incurred by the enterprise. Kxamples are provided by
Bharat Electronies, L.I.C. and Shipping Corporation.

(fv) A bar diagram showing main categories of staff build up.
The example is provided by Bharat Elcctronics.

(v) Diagrams showing break-up of assets and liabilities. The
State Bank provides an example here, Deotails about a
particular asset, for example, composition of bad and
doubtful debts could also be shown as is done by Hindu-
stan Shipyard.

(1) Performanc2 or effi:icncy graphs are provided by some
enterprises, 'What is depicted, however, differs from case

1. It may be noted that a majority of enterprise, which give graphsand
diagrams use colour therein even though in many cases the same 18 not
contained elsewhere in the Roeport.
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to case. The Hindustan Shipyard shows under this head
the main constituents of its cost of production and the
extent of foreign and indigenous material purchased over
a period of years. The L'I.I. shows actual production of
its main items of output, rate of absentecism, persons
employed. the income per employee cte., over a period of
years. “The progress chart” of the Shipping Corporation
shows its earnings, cargo lifted, number of vessels, in-
crease in profits, tonnage of ships ecte.. over a period of
years,

In order to provide more precise information through diagrams
and graphs and to enuble comparisons, exact values of the items
should also be indicated along with ot at the end of the graph hnes,
or the bars of diagrams, The majority of diagrams and charts do
not contain this information, To avoid confusion, too many themes
should not be squeezed in one diagram or graph.

(b) Statistical Information

Some Reports contain uscful statistical information regarding
their operations, This is generally given m appendices to the
Reports, The prominent here 1s the Employees’ State Insurarce
Corporation,  Its 1961-62 Report carrying 55 appendices running
into 170 pages (Accounts are alsy given as Appendices) provides very
uscful and valuable data.  The wformation regarding the incidence
of sickness in 51 +-cause groups” and the number of new cases of
sickness in these ‘““‘cause groups” per 1000 family unitsin various
states would Le useful for all those who are interested 1 questions
of national health. Similarly, the figures of permarently disabled
persons in industries covered by the Corporation given industry-wise,
cause-wise, nature-of-injuries-wise, wage-group-wise, and state-wise,
would greatly help students of industrial accidents, Details of
various other fucets of social security measures of the E.S.I.C. are
also given.

The L.I.C., among other things, provides details of various
types of business done, zone-wise and month-wise. Details of in-
vestments sector-wise, industry-wise and the type-of-seeurities-wise
are provided. These might be of more than cisual interest to per-
sons other than those directly interested in the L.I.C. Figures of
different categories of persons employed and reasons for changes
in each category are also given. One good feature of this Report
is that the appendices bear a reference to the relevant para in the
Report.  Tlus facilitates cross references.



A SURVEY OF ANNUAL REPORTS—MISCELLANEOUS MATTERS 157

In the Industrial Finance Corporation’s Report, the nature of
tinwneal assistance, 1ts purpose and the idustries helped s tabulated.
Tae loans give are shown industry-wise, including the number
of units m each industry, the total paid up capital, total sules,
and the projected installed capacity to be reached after the financial
assistance is fully availed of. A general review of industries get-
ting assistance from the Corporation is also provided. Such informa.
tion is of great use for many types of economic analysis.

Some statistical information regarding their operations is,
among others, provided by the Central Warehousing Corporation,
the National Co-operative Development Corporation and the Oil &
Natural Gas Commission. The Government companies, in general,
do not provide data which could have wider uses in a planned
economy. The nature and type of data to be given, it may be
noted, would be affected by the nature of the enterprise, the ex-
tent of the monopoly enjoyed by it, its importance in the national
economy and so on.

¢) Highlights of the Year

The Annunal Report could usefully contaim a «“Highlight State-
ment” or “At a Glance” statement of the more 1mmportant aspeets
of the enterprise’s working, so as to provide a bird’s-cye view of
the state of its affairs.  The contents of such a statement would
depend upon the relative emphasis which an enterprise might like
to place on various aspects of its operations. Generally, a reference
to production, profitability, employment, productivity and cflici-
ency, and to workers’ welfare could be made. Such a statement
would not make much sense without comparative figures for the
last one or more yecars. Percentage variations over last year’s
figures could also be worked out and shown for provtlliug a quicker
and clearer grasp cf the position.

12 out of 57 enterprises include “Highlight Statements” in
their Reports. Many of these, Lowever, are either too detailed or
too sketchy; thdir placement inconspicuous, and prescntation
un.ttractive. Highlighting the ycar’s working need not be confined
to figures only; where neccessary, narratives can be added. The
practice of referring to the page or para of the Report for looking
up details, could also be usefully adopted.

(d) Authentication of Reporls

The Directors’ Report and Annual Accounts as presented to
shareholders or Government and cventually to Parliament lave
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got to be authenticated by the officials of the enterprise. Much
diversity exists in the statutory provisions and practice in this
regard, This would be apparent from Table IX below. Obvi-
ously, the Directors’ Report and Accounts stould be duly authen-
ticated by a proper person or persons, The date on which the
Report is signed should also be mentioned. About half of the
Reports do not contain the dates on which they were signed. The
date, if given, would help to know the time taken in prepiring
the Report.
TABLE IX

Showing the statutory provisions and practice regarding
authentication of the Directors’ Report and Annual Accounts.

Statutory provisions in brief

Practice

A. Government Companies
(a) Dircctors’ Report :
It is to be signed by the Chair-
man of the Company 1f heis so
authorised 1n that behalf by the
Board. And where he is not so
authorised, provisions in (b)
below, would apply.
[Companiecs Act, See. 217 (4)]
(b) Published Accounts :
Every Balance Shect and Profit
and Loss Account 1s to bo signed
by not less than two directors,
one of whom shall be a Managing
Dircctor,
(Companies Act, Sce. 213)

B. Public Corporations

1. Air Corporations :
(a) Directors Report :
No statutory requirement

(b) Accounts :
To be authenticated by affixing
the common seal of the Corpo-
ration. No mention exists of
the signatures.

The provision is being implemented
except in 4 cases! where Chairman’s
signature appears without making it
clear that 1t is on behalf of the
Board. In two cases® the Reports
are unsigned.

The provision 1s being implemented,
except in the Hindustan Cables
where no signatures appear at the
ond of the P. & L. AJc.

Signed by the Chairmnan *“On behalf
of the members’,

No signatures appear at the foot of
the Accounts,

1. These are: Bharat Electronics, H. E.C., N. N. & P. M. & Hindustan

Shipyard.

2. These are : National Instruments and Hindustan Insecticides.
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Statutory previstons ¢n brisf

Practice

C.W, C.
(a) Directors’ Report :
No statutory provision

(b) Accounts :
No statutory provision

D.V. C.
(a) Directors’ Report :
No statutory provision

() Accounts :
No statutory provision

E.8. L C.

(@) Diroctors’ Report :
No statutory provision
(b) Accounts :

No statutory provision

L F.C.

(a) Directors’ Report :
No statutory provision

(b) Accounts :
No statutory provision

L. LC.

(a) Directors’ Report :
No statutory provision

(b) Accounts :
No statutory provision

Directors’ Report not signed.

Balance Sheet and P. & L. Accoun
signed by Chairman, Managin
Director, nine Directors, Financis
Adviser,  Accounts Oflicer an:
Accountant,

Directors’ Report not signed.

Balance sheet is signed by all th
three members, General Manage:
Fmancial Adviser and the Chic
Accounts Officer.  But all othe
Accounts aro signod only by th
Chief Accounts Officer.

Directors’ Report not sigued,

Balance Shect signed by the Chi
Accounts Officer. No signature

appear on the Income and Expend
ture Account.

Signed by tho Chairman «On behs
of the Dircectors™,

Balance Sheet signed by Chairma
General Manager and nino director
but the P. & L. Afc. signed only 1
the Chairman and General Manage:

Signed by Chairman, Managi
Director and a few other membors.

Signed by Chairman, Managi
Director and a few other members.
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Statutory provisions in bricf

Practice

7.

10.

N. Co-op. D. C.

(a) Directors’ Report :
No statutory provision
(b) Accounts s

No statutory provision

0.& N.G.C.

{a) Divectors’ Report ¢

It is to be signed by the mem-
bers and authenticated by aflix-
ing the common scal of the
commission,

(b) Accounts :

Provision same as in (a) above

Reserve Bank

(a) Dircctors’ Report :

No statutory provision

{b) Accounts:

To be signed by the Governor,
Deputy Governors, and the Chief
Accounting Officer,

State Bank

(a) Directors’ Roport :

No statutory provision

(b) Accounts :

Balance Sheet and Profit and
Loss Account to be signed by the
Chairman,Vice-Chairman, Manag-
mg Director and a majority of
other directors.

Dircetors’ Report not signed.

Annual consolidated statement of
Accounts signed by the Accountant,
Accounts Officer, Secretary and
Chairman, and a member of the
executive Committee. The National
Cu-operative Development Fund Afe
and National Warehousing Develop-
ment Fund Account are signed by
the Accountant, Accounts Officer and
Secrctary.

Signed by all the members of the
Commission.

Signed by all the members of the
Commission, -

Directors’ Report not signed.,

Provision is being observed.

Signed by the Chairman “By order
of the Central Board of Directors”,

No signatures appear at the foot of
the Balance Sheet and the P, & L.
Account. However, they appear on
the Audit Report, as required,
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(¢) Responsibility for Production

The problems of format, presentation and editing discussed
above could be comparatively easily looked after, if one person is
given the charge for producing the Annual Report, with an autho-
rity to make decisions on all questions in that behalf. It is unwise
to distribute this decision-making among half a dozen executives.
The heads of various departments would submit their contributions
by a specified date and the person incharge should have an almost
free hand in editing them. Mostly, the production of Annual
Report is the responsibility of the Secretary of the enterprise, but
sometimes the Public Relations, Chief is also associated. It is not
known to what extent the top man who presents the Report on
behalf of the Board takes a personal interest in the matter. The
present state of the Annual Reports is indicative of the fact that
sufficient attention at the top level is not being paid to them.

(f) Availability of the Reports

Annual Reports in all cases are published by the enterprise
itself, and can be had on request!, The reports of the Reserve
Bank, the Industrial Finance Corporation and the Employees’
State Insurance Corporation are also required to be published in
the Gazette of India. The reason for this might be to bring to
the public notice the activities of an enterprise of national impor-
tance. There are, however, other enterprises, for example, the L.I.C,
whose Report would require wider publicity on this very ground,
but no such provision exists for them.

There is a strong case for making available the Reports of
public enterprises to any one, against a reasonable price. One
way of this could be the publication of the Reports in the Gazette
of India. As it is, the experience is that begging for the Reports
does not always bear fruit and sometimes repeated requests
remain unanswered. In some cases, unnecessary secrecy is main-
tained. The Annual Reports of the Chittaranjan Locomotives and
the Integral Coach Factory are, for example, marked ‘“for official
use”’, and are not made available to the public. At one time, even
the Report of the Damodar Valley Corporation was not supplied
as it was considered to be “for official use only.” It may not be

1. Some Reports, e.g., the Reports of the Reserve Bank, neither give the
place of publication nor the person from whom it could be obtained.
This may causo inconvenicnce 1n obtaining the Report.
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necessary to get the Reports printed by a central agency of the
Government as in the UK. But it would be of definite advantage
if they could be made available to the public either through the
sales organisation of the Publications Division of the Government
of India, or in any other convenient way.

(9) To Whom Addresscd

The Annual Report of a joint stock company is addressed to
its shareholders. For most of the Government companies this
provision is anomalous in as much as their shares are held by the
President of India and a few Government officials. There are thus
no shareholders in the real sense of the term. Still, the meaning-
less fictionof : ““Gentlemen, your directors have pleasure in present-
ing the Annual Report...”, is maintained. An excessive adherence
to this formality could give risc to a somewhat funny situation.
Sce, for instance, the following abstract from a Report :

“Your Board is fully alive to the fact that increase in our
actwities... will need an expansion of your factory. Our produc-
tion and sales having reached a peak of... Your Board for the
first time in your factory’s history declared a dividend of....2

The Annual Report of a public enterprise is in reality pre-
sented to the nation and there seems to be no reason why it is
not addressed to the President of India, or in any other more
general way than at present. This change, it is felt, could also
bring a basic difference in the management’s approach in respect
of the contents of the Annual Reports,

The public corporations submit their Annual Reports to the
Government. A formal letter of transmittal refers to the provision
of law under which it is being submitted. In the Reserve Bank
this letter is addressed to the Secretary, Ministry of Finance,
and in the Employees’ State Insurance Corporation to the Chair-
man of the Corporation®. Other public corporations’ Reports do

1. Hindustan Housing Factory, Annual Report, 1961.62, p- 12-3. (italics
ours)

2. The letter of transmittal is from the Director-General of the Corporation
to the Chairman of the Corporation, who is also Minister of Labour and
Employment. But as the Report 1srequired to be submitted to the
Government, the letter must either be sent to the Secretary of the

Ministry, or to the Minister, tn kis capacity as Minsster and not as Chair-
man of the Corporation.
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not contain a letter of transmittal. The L.IC. Reports for 1959
and 1960 contained such a letter, but the Corporation censiders it
“superfluous’? now. The letter of transmittal in all the British
nationalised industries’ Reportsis addressed to the appropriate
minister. In the T.V.A. the Report is addressed to the President,
to the Senate, and the House of Representatives, It is suggested
that all public corporations in India must publish a transmittal
letter addressed to the President of India, as a part of their Annual
Reports.

(k) The Emergency and Reports

The Emergency has affected the availability as also the con-
tents of the Reports. Rule 52 of the Defence of India Act?, res-
tricts publication of accounts or any report or any statistical or
other information relating to the progress of the undertaking
engaged in the supply of clectricity and water, railways and inland
transport. The port, harbour, docks, and mining undertakings are
also covercd. Exerptions are, however, provided for supplying
information to Government and other recogmsed agencies specifi-
cally mentioned m the Press Note®. In case of certain other in-
dustries some iuformation is considered ‘‘restricted’” and the
details thereof have been laid down. For public undertakings like
the Hindustan Aircraft, the Bharat Ilectronics, the Garden Reach
Workshops, and the Mazagon Docks, all of which are defence
establishments, the “restricted information” will mean any parti-
culars regarding actual production, capacity and future pro-
gramme?, In some casges, the volume of the Reports has also been
reduced in order to save paper’.

(¢) Types of Reports

Should it be necessary to have more than on version of the

On the basis of discussion with the Chairman of the Corporation.

Act 51 of 1962.

The enterprises which expressed their inability to send their Annual

Reports because of the Defence of India Rule are : (1) Hiwdustan Air-

craft (1) N.C.D.C. and (i1i) Neyveli Lignite.

4. Government of India, Gazctte Extraordinary, Part II, Sec.5 (1), of
21st January, 1964.

6. The most prominent example here is of the Annual Report of the

Railways. The two volumes of this Report in 1960-61 had 709 pages,

but the 1961-62 Report (the first Report after Emergency) was in one

volume, having only 107 pages.

W o e~
e
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Annual Reports? The Reports are meant for the staff and workers
of the enterprise, as well for the customers, for the public in
general, for the researcher and economist, and so forth. Whatever
the advantages of more than one type of Annual Report, the invi-
dious distinction and suspicion between various parties caused
by such a scheme would far outweigh its advantages. One general
report with a broad coverage, from which various interested
parties could choose, would thus be the only answer. Such a
Report would, in any case, be necessary to comply with the
statutory obligations. If need arises, additional informational
material could be prepared for the various other interests, but it
need not be anything similar to the Annual Report.

Of all the public enterprises, the National Coal Development
Corporation brought out a “deluxe” and an “ordinary” edition of
its latest available Report (1961-62). Their paper and get up justi-
fied their nomenclatures. The ‘‘ordinary” edition did not have a
table of contents, the Report by the Comptroller and Auditor
General, and many other useful and important matters contained in
the 22 extra pages of the “dcluxe’’ edition. On an cnquiry, the
enterprise could not justify clearly the purpose that the two separate
Reports were supposed to serve.

Conclusion

The Annual Report is a document of crucial importance for
public enterpriscs. It is the only authoritative document by which
a public enterprise provides an account of itself to the public at
large. Technically, it is addressed to a handful of shareholders, but
for all practical purposes it is addressed to the nation. It is there-
fore surprising that managements donot bestow upon this docu-
ment care and attention that it should merit. The points raised in
this Chapter are of a minor character. But, though in a small
measure, they affect the overall opinion about the enterprise, and to
an outsider they to some extent reflect the management’s attitude
towards its job. Small things like these when added together, make
all the difference in a well or ill-produced Report. It ishoped that
the matters discussed here would receive the attention of those
concerned with bringing out the Annual Reports.
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ANNEXURE 1

Questionnaire on the preparation of the Annual Report

1.

Who has the overall responsibility for planning and preparing
the Annual Report :
Chairman/Secretary/Financial Adviser/Public Relations Chief/
a combination of two or more persons or departments?
Isany formal budget for the Annual Report fixed, and who
fixes it ¢ Isit fixed :
() before planning of the Annual Report begins ;
(¢t) during planning stage ;
(¢¢%) as part of the Company’s annual budget;
(v) any other method?
Who initiates action on the Annual Report ? Please give his
designation.
What is the naturc of action taken by the initiator for plan-
ning the Annual Report:
(1) call a mecting to discuss the coming Annual Report,
(¥3) draw up outline, layout, or list/of suggestions and submit
it for approval,
(#38) starts gathering information from various departments,
(tv) any other ?
Is help reccived from any outside agency such as artists, ad.
vertising agencies, etc. in the designing and preparation of
the Annual Report ? If yes, please name them,
Please give the designations of the persons within the organi.
sation whose help is sought in the planning, layout and pre-
paration ete. of the Annual Report.
() How many months are taken to finalise the annual
accounts, and
(#) in getting them audited, after the close of the year ?
Please mention the number of months spent in planning, pre-
paring and printing the Annual Report :
(s) before the close of the year
(¢1) after the close of the year.
Was final approval of the entire manuscript done by some one,
other than those working directly on it? If yes, please give
the level and area of responsibility for this final approval.
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ANNEXURE 1
Questionnaire on the preparation of the Annual Report

1. Who has the overall responsibility for planning and preparing
the Annual Report :

Chairman/Secretary/Financial Adviser/Public Relations Chief/
a combination of two or more persons or departments?

2. Isany formal budget for the Annual Report fixed, and who
fixes it ¢ Isit fixed :

(7) before planning of the Annual Report begins ;
(7?) during planning stage ;

(¢%¢) as part of the Company’s annual budget;

(v) any other method?

3. Who initiates action on the Annual Report ? Please give his
designation.

4. What is the nature of action taken by the initiator for plan-
ning the Annual Report:

(3) call a meeting to discuss the coming Annual Report,
(¢3) draw up outline, layout, or list'of suggestions and submit
it for approval,
(¥4¢) starts gathering information from various departments,
(fv) any other ?

6. Ishelp received from any outside agency such as artists, ad-
vertising agencies, etc. in the designing and preparation of
the Annual Report ? If yes, please name them,

6. Please give the designations of the persons within the organi.
sation whose help is sought in the planning, layout and pre-
paration etc. of the Annual Report.

7. (i) How many months are taken to finalise the annual

accounts, and
(¢) in getting them audited, after the close of the year ?

8. Please mention the number of months spent in planning, pre-

paring and printing the Annual Report :
(s) before the close of the year
(s1) after the close of the year.

9. Was final approval of the entire manuscript done by some one,
other than those working directly on it? If yes, please give
the level and area of responsibility for this final approval.
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14.

15,

PUBLIC ENTERPRISES IN INDIA

(1) How many copies of the Annual Report were printed for
the year 1964-65?

(¢) Who is the final authority to take a decision in this
regard ? '

What was the cost per copy of the Annual Report for the year

1964-65 ?

What is the level and area of responsibility for distribution

of Annual Reports ?

Please give the date on which your Annual Report for 1964-
65 was prescnted to the Lok Sabha,
Have any of your Annual Reports been discussed by the Lok
Sabha ¢ If <0, could you kindly give the dates of such dis-
cussions ?

Do you send your Annual Reports to :

(t) all members of Parliament/State Legislatures,

- (#1) some of them, If yes, what is the basis of your selection 2
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ANNEXURE 11

List of enterprises which responded to the question-

Moo

(=
SO w

11,
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24,
25.

naire on, Annual Report given in Annexure I

Ashoka Hotels Litd.

Bharat Electronies Ltd.

Bharat Earth Movers Ltd.

Bharat Heavy Electricals Ltd.

Central Warehousing Corporation,

Damodar Valley Corporation.

Fertilizer Corporation of India Ltd,

Film Finance Corporation Ltd,

Garden Reach Workshops Litd.

Hindustan Antibiotics Ltd.
- Heavy Electricals {India) Ltd.

Hindustan Housing Factory Ltd.

Hindustan Insecticides Lid.

Hindustan Photo Films Manufacturing Company Ltd.
Hindustan Machine Tools Ltd.

Hindustan Steel Ltd,

Indian Qil Corporation Ltd.

Indian Telephone Industries Lt

Janpath Hotels Ltd.

Mogul Line Ltd.

Neyveli Lignite Corporation Ltd.

National Mineral Development Corporation Ltd.
National Research Development Corporation.
National Small Industries Corporation Ltd.
Praga Tools Ltd.
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ANNEXURE Il

Continuity in Reporting — a brief Case Study

The First Report (1956-57, p. 7) of the National Coal Develop-
ment Corporation stated that the company was constructing a
Washery at Kargali ata total cost of about Rs. 2,39,00,000, the
capacity of which will be 500 tons per hour. The Washery was
expected to go into production by July, 1958.

The Second Report (p. 14) informed about the completion of
the Washery and stated that “work consisting mainly of tests began
on the 1st November, 1958,

The Third Report (p. 15) recorded that the Washery was
awaiting a formal take over from the firm who supplied and erected
it, till the completion of certain tests as indicated by the Technical
Committee appointed for this purpose by the Management, The
highest production reachcd during November, 1959 was given a8
87,890 tons.

The Fourth Report (pp. 11-12) informed about the formal
taking over of the Washery after the firm of contractors had
“introduced some of the modifications desired by the Technical
Committee”. The contractors, it was stated had given bank
guarantees “for the satisfactory performance of the Washery of its
rated output”,

The Fifth Report (p. 9) for the first time told us that a
Japanese firm had erected the Washery and that the bank guarantee
of 17 lakhs was “to be released only after certain running tests
have been completed to establish that the Washery is in a position
to attain its full rated nominal capacity of 1,35,000 tons of clean coal
per month €n continuous production”. The highest production
achieved during August, 1961 was given as 72,752 tons.

The Sixth Report (p. 5) informed us that the bank guarantee
was to be released «only after certain running tests have been
completed to establish that the Washery was in a position to attain
its full rated nominal capacity in each individual section”. And on
that basis the bank guarantee was actually released.

A few points may be noted :

In the First Report the capacity of the Washery was given as
500 tons per hour. The Third and Fifth Reports made no mention
of the production capacity but gave the figures of the highest
production attained during a month, and not the average of the
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year. In the Fourth Report, the bank guarantce was stated to be
obtained for the Washery attaining its rated output, which was not
given. In the Fifth Report this became “full rated nominal
capacity ... in continuous production’. The word “nominal’” thus
being introduced for the first time. In the Sixth Report the full
rated nominal capacity was achieved ¢in each sndividual section”
and not <“tn continuous production”, as envisaged in the Fifth
Report. The maximum production actually achieved was not given.
The cost of the Washery was not stated except in the First Report.



Chapter VI

Summary of Conclusions and
Recommendations

Introduction

The arcas where public enterprises 1 India operate are
crucial. And in the time to come they would significantly affect
the course of the whole economy.

The public enterprises are cxpected to serve many goals,
some of which are intangible, vague and may be inconsistent with
their commercial viability. The type of the work assigned to
public enterprises, the lack of accumulated experience, the way
they are held accountable and many other handicaps under which
they have to operate, are often overlooked.

In a democracy, public enterprises have not only to be good
but must also be seen to be good.  No serious thought has, however,
been given to provide a correct perspective of their position and
problems to the public. Very little has been done to disabuse peoples’

minds of wrong impressions and unnecessarily high expectations
about them.

The British experience points to the danger in a mixed
economy of public enterprises being run down by vested interests.
The effort to carry conviction with the masses 18 essential, and for
this purpose the people should be adequately and accurately
informed about the achievements, problems, policies and programmes
of public enterprises. A keen consciousncess 1s also necessary to be
created at all levels in public enterprises that they have to justify
themsclves at the bar of public opinion.

170
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Chapter I — Public Relations

A large part of the criticism of public enterprises could be
satisfactorily explained in the context of their peculiar problems
and difficulties. But not much has been done to vindicate their
position or to meot the situation caused by their alleged running
down. As public opinion counts for everything, itis necessary to
provide a strong link between the public enterprises and the
community at large. And for this, the responsibility should be with
the public enterprises.

The public enterprises should not think that by their nature
public good is implied and, therefore, they can ignore or pay little
attention to public relations. Ina democracy, these enterprises
will sustain only on public goodwill and confidence.

Every one in the organisation does a public relations job when
he comes in contact with the public. But the duty of the P. R.
department is to ensure that adequate public relations consciousness
exists in the enterprise. The public relations also helps in presentmg
a favourable :mage of the enterprise.

The public relations s not an alchemy. There must be some-
'rhm;z good to show and talk about. Public relations cannot cover
mistakes or bolster up a’ weak cise. A successful public relations
programme often exposes weaknesses of an organisation and compels

A . . . y . . .
some introspection. Public relations’ results are indircet and
incapable of ¢xs et measurement. '

The Study is based on a questionnaire which was largely
snpplomvntod by personal vicits. Only 25 out of 57 enterprises
studied har. public relations, publicity or information departments ;
in 18 cases public relations is a subsidiary or part-time function of
some official in the entcrprise ; in 12 cases the function i3 not
recognised in any distinet way, No information was available for
2 enterprises.

Where P. R. departments cxist, their positionis corsidered
with reference to the number of p>rsons employed, financial alloca-
tions. salary of P. R. chief and his access to head of the enterprise.
Consgideration is also given to the designations of P. R. chiefs and
to the organisational agpects of this department.

The most common quzlification of P. R. Os. is journalistic
experience. In some .cases, the experience is of work in
Government. The situation where P. R. Os, are either on deputation
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or when they concurrently hold office with the Press Information
Bureau, is not satisfactory.

The main duties of the P. R. Os. include supervision of the
P. R. department, conducting all types of publicity and maintaining
contact with the public and the Press. The P. R, Os. are also
responsible for looking after the visitors to the enterprise and house
journals.

The objectives of public relations generally are to promote the
goodwill of the enterprise and to present its correct image to the
public. Very few enterprises emphasize the two way communication
as an objective of their public relations.

Of the various segments of the public from the public relations
angle, very inadequate efforts are made to maintain contact with or
keep a track of the views of the legislators. Little is done in matter
of maintaining and improving consumer relations and in regard to
community relations. Employees are a neglected ¢‘public”’, in most
cases, Similaris the case with other publics, such as dealers and
suppliers.

Much attention is paid to press relations. Contacts with the
Press are maintained by issuance of press releases, press confer-
enoes, and in an informal way. Rejoinders are issued to items or to
the correspondence published, wherever necessary. In many cases,
adequate efforts are not made to maintain a regular flow of infor-
mation to the Press. Enterprises, in general, had no complaint
about the eoverage given to them by the Press.

The idea of “selling” the institution and eventually the whele
public sector by carrying prestige advertising does not seem to have
been taken up with any seriousness by the public enterprises.

Not much effective use of radio as a medium of communi-
cation is being made. Most enterprises do not on their own go to
the All India Radio to find a place in its programmes.

Films as a medium of publicity are not being used adequately.
There is too much dependence on the Films Division.

Participation in international exhibitions (which is generally
at the instance of the Government) is more frequent as compared
to national or local exhibitions. Though many international
exhibitions were technical in character, no public enterprise, which
participated, deputed its technical staff for the purpose. It was

not possible to ascertain the effectiveness or usefulness of parti-
cipation in the exhibitions.
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The plant tour, a well-recognised instrument of public
relations, is given importance in many cases. There is much scope
for making plant tours more useful by ecducating the visitors.
Distribution of well-produced brochures about the enterprise, &
lecture and an opportunity to ask questions could be usefully
incorporated in the programme of showing the visitors around.

The house journal provides a link between the employees
and the organisation, and the employees ¢nter se. Only 21 enter-
prises have a house magazine, newsletter etc. There is much scop.
for improvement in house journals from the format, content and
presentation of material standpoint.

There are many ways and occasions to issue publicity
material. The quality of the material and its distributional aspects
require much attention. Few enterprises oncourage their officials
to participate in the activities of cultural, social, academic and
professional bodies, with the result that in such gatherings public
enterprise viewpoint remains unrepresented.

The vitality and inner strength of public relations largely
depends upon the attitude and support forthcoming from the top
management, which does not seem to exist in the required measure
at present. Public relations is wrongly considered a defence
mechanism to tide over temporary difficulties and not as a long-
term exercise to be pursued with consistency, resilience and
initiative. The top management can be rcminded of its responsi-
bilities at the minister’s level. Orientation and training in public
relations is also necessary for the staff, but in no case personnel
training programmes cover public relations.

The P. R. Os. should enjoy the position of Information Officers
attached to the various ministries of the Government. They should
have closer co-ordination with the appropriate ministry, which
does not exist at present,

Longer tenure of appointment for chairman and board
members would enhance their interest in the public image of the
enterprise.

For an adequate both way communication, the P. R. depart-
ments require improvement in their techniques and tools. Short-
term re-orientation courses for public relations personnel should be
organised. The P. R. chicfs should also periodically meet to
discuss their common problems. The Government or a public
relations organisation could sponsor activitics like a permanent
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I Public relations’ work should be systematic, deliberate and be

considercd an important management function. It cannot be left
to chance. An undue and unsophisticated enthusiasm for public
relations should be avoided, lcst the same may add to or aggravate
the public versus private sector controversy. A possibility exists
that with a strong P. R. department an enterprise may deceive
itself into an image of efficiency and progress,

Chapter II — Annual Reports (General)

" Successful working of a government founded on democratic
principles largely depends upon weli-informed public opinion.
Secrccy is unavoidable in any administration, but to make a fetish
of it is harmful. Tor public enterpriscs, the balance betwcen the
information to be provided and the secrecy to be maintained is
not yct fully struck. Annual Reports, if carefully prepared, can
greatly help in providing a clear picturc of the operations and
policics of public enterprises.

In private concerns, Accounts are supposed to reveal in an
objective and quantified measure the management’s success. But
in public enterprises achievements cannot be reflected in terms of
profit alone, and are primarily recorded in the Directors’ Report.

The statutory provisions in public corporations generally ask
for a true and full, or faithful disclosure of the enterprise’s working.
In six cases detail of the information to be given m the Annual
Reports are also prescribed. An analysis shows that 1mplementation
of these provisions is, in most cases, not very satisfactory.

For Government companies, the information to be given in the
Reports is prescribed by the Companies Aet. The provision that
the Directors’ Report would contain material changes affecting the
financial position of the company between the end of the financial
year and the date of the Report, as also the provision that the
Report would provide information about the class of business in
which the company has an interest, are not generally implemented.

No specific attempt is made by the Government to sec that
the Reports ¢ ontain the necessary and basic information and that
they comply with the statutory requirements.

Carefully prepared Reports would help 1n raising the standard
of parliamentary discussions and also ensure maore constructive
criticism. The Estimates Committee and the Committee on Public
Undertakings have many times urged for more informative and
detailed Reports. '
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The Study shows that except the Damodar Valley Corporation,
the Central Warehousing Corporation and the National Co-operative
Development Corporation, all other public corporations submitted
their Reports within the prescribed time. For Government companies,
in all cases the statutory requirements regarding time for submission
were complied with.

The Government in turn has to submit Reports to Parliament.
The Rescrve Bank and State Bank Reports are not formally presen-
ted to Parliament, evenafter the Government’s acceptance of the
Estimates Committee’s recommendation that this should be done.

For Government compauntes, in addition to the Directors’
Report, the Government is required to prepare and submit to
Parliament an ‘“annual report” on the working and affairs of a
company. As it s, this Report does not serve a useful purpose.
The Government's “annual report” should deal with matters of
policy about the enterprisc.

Majority of the Reports take 9 to 12 months before they go
to the Table of the Lok Sabha. A part of this delay is at the
Government’s end.  No time limit 15 preseribed within which the
Government n its turn has to submit the Reports to Parlinment.
For half of the Reports, the Government takes more than 3 months
for this purpose.

Very few of the Annual Reports presented to Parliament
are discussed, and those discussed take a verylong timoe in the
process. The present lengthy and cumbersoms parliamentary
procedure is partly responsible for this. M.Ps. are quite eager to
have discussions on the Reports. During first § sessions of the
Third Lok Sabha, 82 notices for the purpose were given but only
3 Reports were discussed and 7 hours of parliamentary time was
devoted to them.

The enterprises should speed up the preparation of Annual
Reports. The State Bank and the H. M. T. have set cxamples in
this regard. The time schedule suggested by the Company Law
Board could also give some guidance to Government companies. The
Government should also not take a long time to present the Reports
to Parliament.

As the Reports are not made available to the public unless
presented to the House, the U. K. practice of submitting the
Reports in an outline form before the House of Commons rises for the
recess, could be followed with advantage. In Canada, the maximum
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time, after the close of the year, within which a Crown Corporation
submits its Report to the Minister, and the Minister in turn submits
it to Parliament is 3 months and 15 days respectively. We can keep
the mazimum limit of submission of Reports to Parliament at
9 months.

Few Reports are really oriented to the requirements of public
and Parliament. The Reports should aim at providing a correct,
comprehensive and coherent picture of the enterprise’s operations
and policies.

Chapter III — Directors’ Report

Complete objectivity cannot be cxpected from the Directors’
Reports. One may refer to other sources for this purpose.

To show financial results clearly, previous period’s comparative
figures should be given. Financial narratives and statistics require
great attention particularly to explain adverse situations, and the
working during gestation period.

Most Reports do not provide the total figure of the persons
employed in the enterprise, and only a few give its category-wise
distribution. Information about man-power planning, efficiency with
which man-power is being utilised, recruitment policies, and prog-
rammes of training of personnel is generally not given,

Reporting about industrial relations is inadequate. If there is
a strike, information about the number of man-days lost, loss of
production in physical and financial terms, and the efforts made to
avoid recurrence of a similar situation in future, is seldom provided.
Reports make no reference to industrial relations machinery.

Reports generally contain a detailed reference to various
welfare activities but finances involved in them do not often find
any mention. Welfare cxpenditure, where it makes inroads into
profit, should be clearly stated. Expenditure on housing and its
effect on profitability is not indicated.

Not much information on workers’ participation in manage-
ment, workers’ education, and safety in industry, is provided in the
Reports.

Few Reports refer to the quantity of production both in
physical and financial terms, relate production to targets, and
explain non-achievement of targets. The basis of target fixation
are not stated. If actual cost of production cannot be disclosed,
trends of cost over a period of years be given. Apart from cost



SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 177

reduction, production efficiency be shown in the form of conservation
of scarce resources and development of indigenous raw material.
Quality control is not referred to in the Reports. Admission of
shortcomings would not undermine confidence in publie enterprises,
if the endeavour to improve the situation is detailed in the Reports.

Reporting about sales is generally meagre : no mention exists
about sales targets and the extent, to which achieved, or other
aspects of sales problem. Greater consciousness about reporting on
export promotion need be shown.

Directors’ Report say very little about the users of products
or services of the enterprise.

Distinguishing features of price policy need broadly be indi-
cated. Price trends and rise in"prices, along with reasons thereof,
could also be mentioned. Though some enterprises refer to their
pricing policy, many others do not.

So far as the Report indicate, sufficient attention is not being
paid to research and development. Public enterprise is not to take
its cue from private enterprise in matters of rescarch. Not u single
enterprise talks in terms of long term plans and gives details of the
economics of and other relevant information in regard to new lines
of development.

Reporting about organisational and administrative aspeets is
almost non-existent. Some information about the Board of Directors
is given.

While reporting their relationship with the Government many
public enterprises tend to skip over a ‘‘difficult” situatior. Some
just mention their case, but a few are a bit vociferous about their
point of view. '

Most of the enterprises fight shy of publishing Government
directives in the Reports.

No awareness is generally shown in the Reports to references
made to the enterprise in Parliament, or to the scrutiny by parlia-
mentary committees.

Reference is not generally made to public rclations in the
Reports.

Most enterprises do not seem to be quite concerned with putt-
ing across indices of their operating efficiency and a narrative of the
efforts made to improve efficiency. The extent of information given
has been analysed and some indices of efficiency have been suggested.
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Dircctors’ Reports have a long way to go for providing a fuller
aocount of the operations, problems and policies of public enterprises.
Taking people into confidence and educating them about the enter-
prise would pay dividends. Reports should provide a perspective
for the future and correlate achievements with the past. Too much
cmphasis on the Annual aspect of the Reports should go.

Chapter IV—Accounts and Audit Report

The part of the Report dealing with Accounts comprises a
Balance Sheet, a Profit and Loss Account and Audit Report, along
with nececessary schedules, notes. charts and diagrams. Accounts
spotlight some important aspects of efficiency. They should be clear
and orderly, suchlike as a reasonably intelligent person can appre-
ciate.

The form of account of a Government company is as prescribed
i the Comparies Act. For most public corporations also, a Balance
Sheet and a Profit and Loss Account are required to be prepared.
Uniformity in the preparation of the former exists in most cases,
but for the latter varying practices prevail,

As it is, the Accounts do not contain sufficient details on many
matters. No rule of thumb could guide the extent of disclosure to
be made : it is to bc determined by the management keeping in
view all the circumstances of the case. Broadly speaking, enterprises
with separate units or divisions should give detail abeut each of
them. Detail of miscellaneous expenges, when their magnitude is
high, should be given.

Uniformity in the treatment of various items would help in
obtaining important financial statistics for the public scctor asa
whole by aggregating similar heads, with as few adjustments as
possible, Uniformity generally lacks in the treatment of items not
pertaining to the accounting year, and for items like Income-tax,
Development Rebate Reserve ete. The Institute of Chartered
Accountants could provide some guidance on contentious matters.

Sometimes complex adjustments made without adequate ex-
planations, and items in “suspense’ accounts stand in the way of
proper appreciation of Accounts, The terminology used is not always
clear-cut.

Some thinking and planning would be necessary to improve
presentation of Accounts. The reader should be able to obtain the
required information with the least possible inconvenicree and com-
prehend the same without difficulty. Arrangement of matter, the
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visual effect produced by it, table of contents and index, necessary
explanatory notes, comparative data, all assume importance here.

Vertical or statement form for presentirg the Profit and Loss
Account is advantageous and is gaining popularity.

Technical phraseology and jargons used have little meaning for
a porson not trained in accounting. A simplified version of financial
statements would prove very useful for the average reader.  About
one-fourth of the enterprises provide it.

The requirement of the Companies Aet that directors shall be
bound to give the fullest information and explanation i their report
on every reservation or adverse remark by the auditors, 1s not com-
phied with satisfactorily in all cases.  Further, this requirement does
not seem to extend clearly to the remarks of the Comptroller ard
Auditor-General. Replics to audit objections are not always given
along with the audit comments or referred to adequately.

For the public corporations, audit provisions differ from casc
to case. In the absence of statutory requircments, all the corpo-
rations do not publish replies to audit objections. There is no
rcason why they should be given this exemption,

Auditors’ Report of all Government companics and of some
public corporations are addressed to the shareholders. The Audit
Reports should, as far as possible, be published at the beginning
of the Accounts, and not relegated to the end.

In preparing and presenting financial statements, public
enterprises do not scem to fully bear in mind the requircments of
the average reader as well their own responsibility to the public
at large. While asking for greater disclosures, the enterprise’s
interest is important. The policy of disclosure, bowever, should not
be based on predilections of the management, but on grounds which
could be publicly defended. Commonly accepted conventions and
practices should strictly be followed in treating various items, but
it necd not lead to strait jacketing the form and presentation of
Accounts.

Chapter V — Annual Reports (Miscellaneous Matters)

The overall responsibility for planning and preparing the
Annual Reports generally rests with the top management. For
design and layout work, outside help is obtained in some cases.
The budget for the Annual Report generally forms part of the
printing and stationery budget of the enterprisc. The number of
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Reports printed differs widely, and so is their cost of printing.
The decision regarding distribution of the Reports rests with the
top management, and is ad hoc in most cases, All M.Ps. are
supplied with a copy of the Report only in 10 out of 26 cases,
The time spent in the preparation of the Report ranges from one
and a half months to 8 months. Many enterprises did not know
the date on which their Annual Reports was presented to Parlia-
ment, and whether a discussion took place on it,

The get-up of the Reports is generally satisfactory. Lavish-
ness in the production of Reports should be avoided. Public
enterprise need not necessarily emulate private enterprise in this
regard.

Most Reports are paperbacks. None of them contains the
title at the spine. Not much use of colour is made. Some Reports
contain pictures showing some aspects of production, visit of a
dignitary, labour welfare etc. Most Reports are 10" to 11” in length
and 8" to 9” in width. On an average, Government company
Reports contain 40 and those of the public corporations 81 pages.
The use of title page is {important from the point of view of first
visual impression. The title should not only give the year of the
Report but also the serial number of the Report and the fact that it
contains Annual Accounts.

Careful cditing and proper presentation is very important.
Division into well-thought out heads and sub-heads is not generally
done. None of the Reports carry an index and majority has no
table of contents, The latter is often not sufficiently detailed.
Someo-Reports are not cven paged. Adequate attention does not
seem to have been given to the language 1n some cases.

Various instances of lack of consistercv are found. Abbre-
viations used are not sometimes explained. Many technical terms
used cannot be understood by an average reader. An Annual
Report is like a serialised publication but continuity and compara-
bility is not attended to adequately. There is need to sec that
loose ends are not left in the Report and the reader is able to get
at what is presented to him with ease and without confusion.

Diagrammatic and graphic presentation though of great use
to the lay reader as well as to the busy observer, is not very
popular : only 50 per cent of the enterprises use it. On an average,
Reports contain 5 to 6 diagrams and graphs, which depict a wide
variety of activities.
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Some public corporation Reports contain useful statistical
information. The Reports of Government companies, in general
do not provide data which could have wider uses in a planned
economy.

A Highlight Statement provides a bird's eye view of the
enterprise’s state of affairs. It should contain comparative figures
for the last one or more years and should be placed conspicuously
in the Reports. 12 out of 57 enterprises prepare a Highlight
Statement.

In regard to authentication of the Reports by the officials of
the enterprise, diversity cxists in statutory provisions, and in the
practice that obtains. The date on which the Report is signed
should be mentioned.

One person may be made responsible for producing the
Report and for taking all decisions in that regard. The present
state of Reports is indicative of the fuct that sufficient attention
at the top level is not being paid to them.

Only the Reports from Reserve Bank, the Industrial Finance
Corporation, and the Employees’ State Insurance Corporation are
required to be published in the Gazette of Incdha. There is a strong
case for making available the Reports of public enterprises to
anyone for a reasonable price. Use of the sales organisation of the
Publications Division of the Government could be made for this
purpose.

The Reports be addressed to the President of India (and thus
to the nation) and not to the shareholders, who do not, for all
practical purposes, exist. In case of public corporations, a letter
of transmittal from the enterprise to the Government be published,
as is done in the Reports of the Reserve Bank and some foreign
public enterprises.

The Emergency has affected the availability of Reports in
some cases. The economy drive following the Emergency has also
led to a reduction in the number of pages and the quality of the
paper used.

Separate Reports for shareholders and other interests need
not be published ; one general Report would suffice. The National
Coal Development Corporation published a ‘‘deluxe” and an
«ordinary” edition. The purpose of the two types of Reports is not
clear.
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Small matters as given above, wken added togetl er, make

all the difference ina well or an ill-produced Report. The small

natters also affect the public opinion about tke enterprise and to
some cxtent reflect the management’s attitude towards its job.
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The views and recommendations of the Estimates

Committee and the Committee on Public Under-

takings and Government replies thereto, regarding
the Annual Reports of Public enterprises.

16th Report (First Lok Sabha), on Organisation and Adminis-
tration of Nationalised Industrial Undertakings.

+*The reports on the working of the State Undertakings
are now included in the annual administration reports of the
Ministries concerned which are presented to Parliament.
These reports are very short and general. It is not possible
to form any idea about these undertakings {rom these scanty
reports. The Committece recommended that cach State
Undertaking should publish a detailed annual report giving
a record of its activity during the past ycar, the progress
made during the year, comparative statistics of previous year
relating to expenditure, production ete., the balance shecet
and profit and loss accounts, admunistrative changes and
matters relating to the staff and their amenities, outstanding
events and any other matters ot importance that happened
during the year and finally an indication of the work during
the following year The report should also furnish such
information as 1s usually provided in the form and contents
of balance sheet and profit and less accounts for Joint Stock
Companies including a report on the state of affairs of the
business ete. These reports should be presented to Parlinment
every year, before the budget of the Ministry concerned is
taken up for consideration”. (pp. 14-15, para 30)
Government’s. Reply to the Above

«“The Government are in general agreement with this
recommendation. The report of the undertakings should give
as much information as possible depending on the nature of
the undertakings ; in particular, the undertakings of the
Ministry of Defence should give information consistent with
the security of the country and the safeguarding of secrets
of a wvital nature”. (19th Report, Second Lok Sabha, pp.
46-47)
The Comments of the Estimates. Committee on the Government’s
Reply
The Committee recommend that ¢the annual report to be
submitted should be in greater detail than at present, as
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recommended in this paragraph. Further, this should be
submitted in respect of each financial year and be in addition
to the annual report of the Board of Directors.”” (Ibid., p. 46).

26th Report (First Lok Sabha), on Ministry of Railways—
Commercial Matters

“The railway reports which are very voluminous were
rarely studied by individuals at large. Publication of popular
edition of the annual report is a step in the right direction.
The committee suggest that these popular editions might be
published in Hindi also to begin with.” (p. 37)

Government’s Reply to the Above

*The Railway Board’s annual Admimistration report for
1954-55 as well as its popular edition were brought cut in
Hindi also. This practice will he continued in future”.
(32nd Report, Second Lok Sabha, p. 23)

39th Report (First Lok Sabha), on Bharat Electronics

“The Estimates Committee had recommended in para-
graph 30 of their Sixteenth Report that cach State Under-
taking should publish an annual report giving a record of its
activity during the past year, the progress made during the
year, comparative statistics of previous jears relating to
expenditure, production, etc., balance sheet and profit and
loss accounts and similar other matters and that it should be
presented to Parliament. The Committee find that this
recommendation has still not been implemented and that the
only information regarding the affairs of the B.E.L. which
the Parliament reccives, at present, is from the annual
Administration Report of the Ministry of Defence wherein
a brief mention and some scanty information is to be found.
They consider it mnecessary that the B.E.L. along with
similar other State TUndertakings should implement the
recommendations referred to above and publish an annual
report showing all its activitics along with the annual
accounts and the balance sheet for the information of the
Parliament as well as of the general public and that a  begin-
ning in this respect should be made in 1957”. (p. 16, para 42)

Government’s Reply to the Above

“This matter has already been examined by Government
and it has been decided that the report of a State Under-
taking should give as much information as is possible
depending on the nature of undertaking ; in particular, the
undertakings of the Ministry of Defence should give such
information consistent with the security of the country and
safequarding of secrets of vital nature.”” (68th Report, Second
Lok Sabha, pp. 4-5)
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43rd Report (First Lok Sabha) on Indian Airlines Corporation

“The Committee find that the annual reports presented
by the Indian Airlines Corporation do not contain all the
statistical data that modern airlines usually give in their
annual reports. The Committee recommend that the Corpo-
ration should study the reports of various modern airlines
and improve both the extent of information furnished in their
reports as well as the standard of rcporting. At present, the
reports are in the form of cyclostyled sheets. The Committee
feel that attention paid even to such small matters as the
get-up of the annual reports will be taken to some extent by
the general public as representing the extent of attention the
Corporation devotes to all its affairs. They would, therefore,
recommend that sufficient attention should be paid to such
matters.” (pp. 15-16, para 44)

Government’s Reply to the Above

The rccommendation is “noted”’. (62nd Report, Second
Lok Sabha, p. 6)

11th Report (Second Lok Sabha) on Indian Telephone Industries

“The Committee consider it desirable that the Annual
Accounts and Reports of Public Undertakings placed before
the Parliament should be made far more detailed and exhaus-
tive than at present. These should clearly bring out the
financial working of the undertaking as well as of its various
manufacturing departments and branches, an analysis of
accounts with particular reference to admwinistrative expenses,
overheads, staff strength and measures to control them,
actual production of various items and its cost and trends,
relations with users, personnel and training matters, etc.,
together with illustrative graphs and charts wherever possible.
In this connection, the Committee would suggest that the
Annual Reports and accounts of the Nationalised Industrics
in U.K. might be considered as a model. Further, in order
to enable Parliament and Parliamentary Committees to make
a proper study of these undertakings, their annual accounts
and reports for the preceding financial year should be laid
before the Parliament before the commencement of budget
discussions. In their absence, the Committee had to call for
detailed information on almost everythirg from the I. T. L
during their examination of the undertaking.” (pp-26-27,
para 78)

Government’s Reply o the Above

“The question raised by the Committee regarding the
form of presentation of the annual accounts and the reports
of public undertakings was brought to the notice of the
Department of Company Law Administration who have since
issued instructions in the matter vide No.J(14)—C. L. V1/50
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dated the 16th April, 1959.1 (105th Report, Second Lok
Sabha, p. 11)

73rd Report (Second Lok Sabha), on the Presentation of Budget
Estimates of Public Undertakings and Presenlation of their
Annual Reports and Accounts to Parliament.

(1) “Considering the huge investment of public funds in
the publ'c undertakings, the existing methods available to
Parliament of keeping itself fully informed about these
undertakings are ncither adequate nor ratisfactory. Under
the existirg arangement Parliament does et get a compre-
Lensive picture ol the undertakings  Fiistly, as pointed out
above, there is no consolidated information available with
regard to the tc tal investmert made by Goverrment in the
Public Undertakigs and the subseqrent changes made therein
by way of addition or withdrawal. Secondly, no consolidated
informatior. is available with regard to the working of the
undertakings ard the nct effect thereof on tle national
economy ot the country.  Thirdly, even with regard to indi-
vidval urdertakings Parliament does not get information in
tme with regard to their workirg and tle state of theit
present condition and even wlen the irform: tion is made
available it is fourd to be very often inadequate There is,
therefore, a res] need tor improvirg the methods of furnishing
information to Parliament abcut the public undertakings.”
(rp. 1-2, para 2)

Government's Reply to the Above

“Information regarding the wundertakirgs is enen in
A exure X1V of the Explaratory Memorardum of tle
Budget of the Central Government for 1960-61. In the
Demands for Grarts for individual Ministries, details of
balance sheet, profit and loss account, cte., are also given
for each individual urdertaking. The Cential Statistical
Organisation of the Cabinet Secretariat have published a
Brochure on “Principal Public Sectcr Undertakinrgs in India™.
Individual undertakings are being 1irstructed to make their
reports fuller and more informative.”” (9th Repoit, Third Lok
Subha, pp 156-16)

The Comments of the Estimates Commiltec on the Government's
Reply

“The Committee had already pointed out in their
Seventy-Third Report, that the information contained in the

Explanatory Memorandum was not comprehensive and did
not include loans given to the various undertakings. Similarly,

1

Reproduced as an Annexure to this Appendix.
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the brochure ‘‘Principal Public Sector Undertakings in India’
as its name indicates, does not contain information about all
the public undertakings. It is thus, evident that the
information cortaired in these publications is not adequate
and does not fulfil the purpose envisaged by the Committee.”
(Ibid., p. 1, para 1)

“Goverrment have stated that there is a proposal to bring
out a consolidated financial and ecorvmic review of industrial
undertakings of Government. They feel that the need for
furnishing consolidated information to Parliament would be
met if the scope of the proposed publication is enlarged to
include all public undertakings properly classified. They hope
that this will be done and the publication brought out a=s
early as possible.”” (/bid., p. 1, para 2)

(¢%) +“The Committee observe that there is no uniformity in
regard to the submission of annual reports and accounts of
public undertakings to Parliament. In some cases, they are
not required to be submitted at all. In somewhere they are
required to be submitted. there are delays in submission,
while in some other accounts rot certified by the auditors are
submitted”. (p. 5. para 6)

Government's Reply to the Above

“From a study of the recent annual reports, 1t will be
observed that some companies are alieady giving the necessary
information. However, arrargements are being made ~o that
the information desired by the Comm:ttee is made available
in future by all Corporations *” (9th Report, Third Lok Sabha,
p- 3)

The Comments of the Esttmates Commiltee on the Government’s
Reply

“The Committee hope that the recommendation will be
implemenrted without any undue delay and the requisite
information would be made available by all public urder-
takings by the time of the ncat year’s budget discussion™.
(Ibid., p. 2 para 3)

(#42) Regarding Port Trusts. Reserve Bank and State Bank
whose reports are rot formally presented to Parliamert but
ate forwarded to Parliament Library, the Committee
ob<erved :

“The Committee do rot however see why such a distinc-
tion should be made betwcen one statutory body and another
in this respect, nor do the Committee see any objection to the
Reports being laid on the Table of the Houses of Parliament
when they are being supplied to the Parliament Library.
They, therefore, suggest that the matter of following a



188

PUBLIC ENTERPRISES IN INDIA

uniform practice in the case of all statutory corporations
may be considered.” (p. 6, para 10)

Government’s Reply to the Above

The Recommendation is ““Accepted”. (9th Report, Third
Lok Sabha, p. 5)

(iv) Regarding the annual report of the companies in
which Government holds minority shares, the Committee
observed :

‘*As, however, public funds are invested in these com-
panies and the Central Government have a direct interest in
them and exercise control over them through the representa-
tives on the Board of Directors of the companies, the
Committee do not see wby the reports of such companies
should not also be presented to the House. They, therefore,
recommend that reports of such companies also be presented
to Parliament”. (p. 6, para 11)

Government’s Reply to the Above

“These are not Government Companies, However,
arrangements are being made for the supply of annual
reports to the Library of the House’’. (9th Report, Third Lok
Sabha, p. 17)

The Comments of the Esttmates Commitler on the Government’s
Reply

“The supply of the reports to Parliament Library does
nof{ meet the recommendation of the Committee with regard
to their presentation to Parliament. The Committee reiterate
their recommendation”. (Ibid | p. 17)

(v) Regarding fixation of time limit for presentation of
Reports to Parliament :

“Since the annual reports of State Enterprises are a
valuable device of informing Parliament and the public about
their operations and financial conditions, it is essential that
Parliament should be seized of these reports within the least
possible time after the expiry of the financial year. It may be
stated in this connection that in U.S A. a time limit of
64 months has been preseribed within which similar reports
of wholly-owned Government Corporations and mixed
ownership corporations are required to be presented to the
Congress after the end of the fiscal year. In the United
Kingdom, although no specific time limit seems to have been
imposed for the laying of the annual reports and accounts
of the nationalised industries before Parliament, they are
normally made available within a period of 5to 6 months
after the expiry of the financial year. In this connection,
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the Committee of Public Accounts, U. K. had, in one of its
reports, desired that the Annual accounts of the National
Coal Board for the previous calendar year should be laid
before Parliament in May every year and this recommenda-
tion appears to have been duly given effect to. The
Committee feel that a similar time limit should be fixed for
the presentation of the Reports of the corporations as well as
Government Companies to Parliament”. (pp. 9-10, para 20)

“The Committee recommend that the accounts and
reports for the previous year of all the public undertakings,
whether they are statutory corporations, Government
Companies, or other bodies referred to above, may be laid
before Parliament before the general budget for the
following year is presented”. (p. 10, para 22)

Government’s Reply to the Above

“Every effort will be made to present the annual reports
within the least possible time after the close of the financial
year”. (9th Report, Third Lok Sabha, p. 18)

The Comments of the Estimates Committee on the Government’s
Reply.

“The Committee feel that to seccure expeditious presen-
tation of annual reports of all public undertakings to Parlia-
ment, it is necessary to lay down a time limit in this regard
which should not in any case go beyond the outer limit indi-
cated above’’t. They, therefore reiterate the recommendation.
(Ibid., p. 2, para 4)

(vi) Regarding the presentation of audited accounts only :

“The Committee recommend that when there is a statu-
tory provision for presentation of accounts to Parliament with
the certificate of the Comptroller and Auditor-General only
the accounts as certified by him should be presented. Even
in other cases where there is no such statutory provision for
certificate by the Comptroller and Auditor-General the
accounts should be presented to Parliament only with
necessary audit certificate by the professional auditors of the
respective concerns and in the case of Government Companies
with the comments of Comptroller and Auditor-General
thereon as required under Section 619 (4) of the Companies
Act”. (p. 11, para 24)

Government’s Reply to the Above

The Recommendation is ““Accepted” (8th Report, Third
Lok Sabha, p. 7)

The outer limit being the presentation of general budget for the next
year.
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(vi7) Regarding contents of the reports :

«In this connection, it should be noted that Parliament
is not interested merely in the rate of dividend declared by
the public undertakings but it is also concerned with various
other aspects of their working such astheir physical and
financial programme, achievements in relation to the pro-
gramme, productivity, cost of production, price structure,
employment trends, labour relations, organisational changes
etc. The Committee suggest that in evolving a common
pattern for the reports all these aspects may be kept in view.
Pending the preparation of common pattern, the Committee
suggest that all the undertakings may he advised to describe
in their reports their programme and achicvements in greater
details; the industrial undertakings may indicate in their
reports, inter alia, their unit cost of production, the rate of
output per man or per unit of capital employed, and the
other undertakings also may be encouraged to indicate, where
possible, similar co-efficients of efficiency appropriate to their
business”. (p. 12, para 27)

Government’s Reply to the Above

“Instructions are being issued so that Reports are
amplified on the lines indicated by the Committee”.
(9th Report, Third Lok Sabha, p. 10)

86th Report (Second Lok Sabha) on State Trading Corporation
of India.

“The Committee consider that for a proper assessment
of the working of 8. T. C the directives issued by the
Government to the Corporation and how they have been
carried out and their results on the working of the Corpora-
tion should be mentioned in the Annual Reports of the
Corporation. They recommend that suitable provisions may
be made for this purpose in the Statute suggested in para 22.
Till then, such information may be furnished under executive
orders”. (p. 10, para 20)

Guvernment’s Reply to the Above

«“Accepted The S. T. C. is being instructed to do the
needful”. (149th Report, Second Lok Sabha, p. 5)

119th Report (Second Lok Sabka) on .4shoka Hotels

«The Committee further feel that it would be useful if
statistics regarding the monthly occupancy figures for all the
months are appended to the annual reports of the Company”’.
(p. 6, para 13)
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Government’s Reply to the Abore

“The suggestion regarding monthly occupancy figures
being appended to the annual report of the Company has
been accepted and the Management is heing advised accor-
dingly™. (6th Report, Third Lok Sabha, p. 3)

134tk Repurt (Second Lok Sabha) on Life Insurance Corpora-
tion of India

(¢) “The figures of new business, management expenses,
overall and renewal expense ratios, profit and loss ete. could
be worked out for each zone and published separately in the
Annual Reports of these Units to cnable their efficiency to
be judged”. (p. 5, para 10)

Goverument’s Reply to the Above

“The new business figures, zonewise, are already being
published in the annual reports. The question of publishing
renewal expense ratio and management expenses of different
zones will be examined after the work relating to decentrali-
sation of policies issued by the erstwhile insurers has been
completed’’.

«Profit and loss account cannot be worked out for the
different zones separately as the investment work is centrali-
sed at the Central Office of the Corporation’™. (41st Report,
Third Lok Sabha, p. 25)

(i1) (@) ““The Committee suggest that lapses from the
business written in the last quarter of the year
should be worked out separately for cach month
and published in the annual report of the
Jorporation”’,

(b) “It would also be desirable for the Life Insur-
ance Corporation to give in the Annual Reports
figures of new business written during each
month of year zonewise”. (p. 21, para 53)

Governmuent’s Reply to the Above

(a) and (b) Noted. (41st Report, Third Lok Sabha, p. 9)

(¢22) “Figures of rural business may be compiled and
published separately in the Annual Reports of the Corpo-
ration”. (p. 23, para 57)

Government's Reply to the above
““Noted”. (41st Report, Third Lok Sabha, p. 10)

(iv) (a) <‘Statistics relating to the first insurance policies.
and sum assured thereunder in urban and
rural areas, skould be published in the annuak
reports of the Corporation”.
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(b) <Statistics relating to the policies classified

into :
(a) Rs. 501 — 1,000
(b) Rs. 1,001 — 2,000
(c) Rs. 2,001 — 3,000
(d) Rs. 3,001 — 5,000
(e) Rs. 5,001 — 10,000

(f) Rs. 10,001 — 1,00,000

(9) Rs.1,00,001 — and above should be
included in the annual reports of the Corpo-
ration”’.

(¢) “Lapse ratio for the year under report should
be compiled in time for inclusion in the relevant
annual report of the Corporation”. (p. 29,
para 72)

Government’s Reply to the above

(a), (b) and (c) “Noted”. (41st Report, Third Lok
Sabha, p. 13)

(v) “The Committee trust that the details of activities
likely to be taken up in subsequent years would also be
incorporated in the reports from 1960 onwards’”. (p. 37,
para 94) '

Government’s Reply to the above

“Relevant details of the activities likely to be taken up
in future years will be mentioned in the annual reports”.
(41st Report, Third Lok Sabha, p. 16)

(vi) “The Committee hope that a beginning would be
made to include a summarised statement showing the excess
of income over expenditure at a glance in the annual reports
of the Corporation from this year, as agreed to by the repre-
sentative of the Corporation”. (p. 129, para 95)

Government’s Reply to the above

“Noted. The necessary information would be incorpo-
rated in the annual reports of the Life Insurance Corporation
of India”. (41st Report, Third Lok Sabha, p. 17)

(vit) “The Committee also recommend that to enable a cor-
rect appreciation of the position of each zone, and from year
to year, the figures of outstanding claims, classified into
maturity and death claims zone-wise, their value, period for
which they are outstanding, etc. may be published in the
annual reports of the Corporation”. (p. 72, para 163)
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Government’s Reply to the above

“Noted”. (41st Report, Third Lok Sabha, p. 22)

(vits) “The Committce would also suggest that an,analysis of
complaints received by the Life Insurance Corporation during
a year from each Zone would be published in its annual
reports”. (p. 74, para 166)

Government’s Reply to the above

<“Noted”. An analysis of complaints received by the
Life Insurance Corporation during a year from cach Zone
would be published in its Annual Reports”. (41st Report,
Third Lok Sabha, p. 22)

161st Report (Second Lok Sabha) on All India Handicrafts
Board and Indian Handicrafts Development Corporation Lid.

“The Committee suggest that information regarding volu-
me and value of exports of handicrafts should be published
in the annual reports of the Corporation which are presented
to Parliament’. (p. 33, para 101)

Government’s Reply to the Above

“The suggestion of the Estimates Committee has bcen
noted and the Corporation have been advised accordingly”.
(58th Roport, Third Lok Sabha, p. 15)

32nd Report (Third Lok Sabha) o National Coal Development
Corporation Ltd.

“The Committee recommend that the Corporation should
include summarised Profit and Loss Accounts of collieries
area-wise in the annual reports. Further, these reports
should be made more informative regarding the various acti-
vities of the Corporation and among other things, include a
map indicating the location of various collieries, directives,
if any, issued by the Government etc.” (p. 83, para 264)

Government’s Reply to the above

«This has been noted by the Corporation”. (7th Report
C.P.U.1 Third Lok Sabha, p. 24)

35th Report (Third Lok Sabha) on Heavy Electricals (India) Lid.

() ““The actual itemwise production by H.E.L. during a
year vis-a-vis targets may be included in its annual reports,
The statement of actual production might include the value of
orders executed by H.E L. during the year as well as those

1.

The abbreviation ¢«C.P.U.” has been used for ¢«Committee on Public
Undertakings.
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pending at the end of it. The reasons for shortfall and steps
taken to overcome the difficulties might also be indicated in
the annual reports”, (p. 31, para 98)

(¢¢) *The Committee consider that it would be highly de-
sirable if the annual reports of H.IZ.L. indicate the percentage
of imported raw materials and components usedin the manu-
facture of equipment so that the progress made in the utili-
sation of indigenous raw materials and components is known
from year to year”. (p. 39, para 124)

(#44) *“The Committee further suggest that the annual re-
ports of H.E.L. should include a break-up of the staff employ-
ed category-wise separately on () construction (b) operation
of the factories ete.”. (p. 72, para 233)

Government’s Reply to the Above
Not yet published.

36th Report (Third Lok Subha) on Industrial Finance Corpora-
tion of India

The Committee suggest that the following information
may also be incorporated in the annual reports :

(a) ““The present Appendix ‘A’ should be amplified so
as to show the amount of loans sanctioned to concerns in
which directors of the Corporation are interested”.

() «Statement showing (State-wise) the number of
applications reccived, number sanctioned, number rejected,
number withdrawn, number lapsed and number pending,
amount applied for, amount sanctioned, amount disbursed,
amount rejected, amount withdrawn, amount lapsed and
the amount pending”,

(¢) ““The productive capacity of each borrowing concern
prior to its availing of the Corporation’s loans and after.
(This will help an assessment of the Corporation’s contribu-
tion towards increasing industrial productivity)”. (p. 45,
para 110)

Government’s Reply to the Above

(a) Industrial Finance Corporation have no objection to
amplifying Appendix A of the Annual Reports of the Cor-
poration (showing interest of Directors in loanee concerns)
in the manner suggested.

(b) A statement is already furnished in the Annual Report
showing the industry-wise distribution of loans/financial assis-
tance approved together with the number of units, in res-
pect of each state. It is felt that a statement incorporating
the additional information suggested would become quite
unwieldy and might not serve any useful purpose.
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(c¢) The suggestion of the Committee has becn noted,
10th Report, C.P.U., Third Lok Sabha, pp. 15 & 29) :
( P

47th Report (Third Lok Sabka) on Exports Risks Insurance
Corporation Ltd.

“Since the Annual Reports of State enterprises are the
only authoritative media for informing the Parliament and
public about their operations and their financial conditions,
it is essential that Parliament should be seized of these
reports within the least possible time after the expiry of the
accounting yecar. The Committec hope that the Annual
Reports of the Corporation would in future be presented to
Parliament expeditiously’’. (pp. 50-51, para 142)

«It is noted that no standard pattern for the inclusion
of the material in the Annual Reports is being followed by
the Corporation as would be evident from the following
instances :

(¢) In the First Annual Report information was given
regarding the number of proposals for insurance received and
those which resulted in policies. This information was not
given in the subsequent reports.

(#¢) In the second Annual Report, a statcment showing
the classification of policies by volume was given. This in.
formation was not available in the subsequent reports,

(17%) In the second Annual Report a table had been given
showing the coverage of the Corporation in respect of major
export commodities. This table had not leen given in the
subsequent reports.

(¢v) In the Third and Fourth Annual Reports an analysis
of types of policies issued had been given. This analysis did
not find a place in the earlier and subsequent reports,

(¢) In the Fifth Annual Report a comparative statement
of business done by the Corporation during the years 1960,
1961 and 1962 had been given. Such statements were not
included in the earlier reports’’. (p. 51, para 143)

“The Committee consider it desirable that the Annual
Reports and Accounts of Public undertakings placed before
Parliament should be made more detailed and exhaustive
than at present. In this connection the Committec would
like to draw attention to a similar recommendation contain.
ed in their 16th Report (First Lok Sabha). The Committee
would, therefore, recommend that besides the points men.
tioned in (1) to (v) above, the following data might also be
suitably included in the Annual Reports :

(f) Details showing country-wise, the value of risks
covered by the Corporation.
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(¢%) Details showing commodity-wise the value of risks
covered by the Corporation.

(¢13) A short account of the business transacted by the
Branch Offices during the year.

(tv) Illustrative charts showing the progress of business
of the Corporation”. (p. 62, para 145)

Government’s Reply to the Above
Not yet published.

49th Report (Third Lok Sabha), on State Trading Corporation
of India

“The Estimates Committee (1959.60) had recommended
in their 73rd Report that the annual reports should be laid
on the Table as early as possible after the close of the year
and in any case before the presentation of the general budget
for the following year. That Committee further recommend-
ed that a time limit should be fixed by Government for the
presentation of the annual reports. Itis regrettable that
no time limit was fixed and the Estimates Committee (1962-
63) reiterated the recommendation in their 9th Report (Third
Lok Sabha)”. (p. 59, para 188)

“In the years 1959.60 and 1960-61 the Corporation took
one year and 4 months in submitting its report to Parlia-
ment. The report for the year1962-63 has not been laid
on the Table ot the House so far. The Committee consider
that Government should fix a time limit for the presentation
of the annual reports by Public Undertakings and should
ensure that it is adhered to”. (p. 59, para 189)

Qovernment's Reply to the 4bove

“Under the Companies Act, the time limit fixed for clos-
ing the Annual accounts and presentation of the annual
report to the shareholders is 6 months from the date of clos-
ing of the financial year. The Corporation adheres to this
time limit. So far as the submission of annual report to
Parliament is concerned, Government lave instructed the
Corporation in October 1964 that the annual reports contain-
ing duly audited accounts should be laid on the Table of hoth
Houses of Parliament latest by November/December of the
financial year following the financial year for which the Re-

poxit pertains”. (32nd Report, C.P.U., Third Lok Sabha,
p. 15)

On further enquiry by the Committee, it was informed
by the Government that the following instructions have been
sent to the enterprise concerned.
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Memorandum of the Mintstyy of Commerce, Goveinment of
India, dated 15th October 1964

«It has been observed that no uniform proccdure is at
present being followed by the Sections for laying on the Table
of both Houses of Parliament, Annual Reports and the Audi-
ted Accounts of the various Statutory Boards c‘c. under the
administrative control of this Ministry. With a view to
bringing about uniformity in this bebaltf as also with a view
to avoiding any undue delay in the submission of Annual Re-
ports and the Audited Accounts of the various Boards ete.
to Parliament, Ministry of TFinance have suggested that in
future Annual Reports containing duly Audited Accounts of
the various Statutory Boards under the administrative con-
trol of this Ministry should be laid on the Table of both
Houses of Parliament latest by November/December of the
next financial year to which the Report pertains, All con-
cerned may kindly note this suggestion for strict compliance’.
(Ibid., p. 40)

1st Report, C.P.U. (Third Lok Sabla) on National Building
Construction Corporation Ltd.

“The Committee also consider that when public under-
takings are constituted for the achicvement of certain objec-
tives, it is only proper that, in their Annual Reports, they
should 1eview their performance in the light of the objectives
also. The Committee recommend that Government should
issue necessary instructions to ensurc that this is done’.
(p. 3, para 6)

Government’s Reply to the above
Not yet published.

3rd Report, C.P.U. (Third Lok Sabha) on Shipping Corporation
of India Ltd.

(¢) “‘Further, the operation of such less remunerative
services thould be undertaken only on specific directives from
Government and not by the Corporation on its own. Where
such activities are undertaken in public interest, the Cor-
poration should give details in its annual reports and
accounts and their effect on its overall working”. (p. 9,
para 32)

(¢5) At present the Report of the (‘orporation gives in=
formation regarding the names of vessels owned, the G.R.T.
and the year in which they were built. However, no indica-
tion is given about the country where the vessels were built.
If this information is also given, it would be possible to
know the number of the Corporation’s vessels built in India

.and those built in foreign shipyards. The Committee suggest

that such information may be included in the Annual
Reports of the Corporation in future”. (p. 60, para 139)
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Government’s Reply lo the Above
Not yet published.

oth Report, C.P.U. (Third Lok Sabka) on Oil & Natural Gas
Commaission

“The Committee note that at present the audited
accounts of the Commission are rot included in its Annual
Report and the two documents are presented to Parliament
separately. They suggest that as far as possible the audited
accounts should be included in the Annual Reports of the
Comumission”. (p. 24, para 80)

Government’s Reply to the Above
Not yet published.

6th Report C.P.U. (Third Lok Sabha) on Fertilizer Corporation
of India Ltd.

(1) “To assess the performance of the Division, it is
essential that it should be run on purely commercial lines
and charge the units/projects of the Corporation for the work
undertaken on their behalf. Its accounts should also be
published separatcly in the annual reports of the Corpora-
tion”. (p. 62, para 219)

(#) “It would be desirable if the targets fixed and the
actual performance in this regard are also indicated in annual
reports of the Corporation”. (p. 83, para 295)

Government’s Reply to the Above
Not yct published.

13th Report, C.P.U. (Third Lok Sabha) on Management and
Administration of Public Undertakings

“The Committee would also suggest that it would be de-
sirable if the Annual Reports of the undertakings indicate
the percentage of imported raw materials and components
used by them in the manufacture of equipment so that the
extent of indigenous raw materials and components used by
them is known from year to year”. (p. 52, para 135)

Government's Reply to the Above
Not yet published.
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ANNEXURE
Office Memorandum

Subject : Government Companies — annual reports to be
placed before Parliament — Seec. 639 of the

Companies Act, 1956,

The undersigned is directed to invite reference to paragraph
4 of this Department letter No. 1/5/68-P.R., dated the 2nd June,
1958 to the Government of Mysore, copy of which was endorsed
to all Ministries of the Government of India, in which the scope
and the manner of presentation of the Annual reports of the
Government companies were discussed. The Administrative Minis-
tries have no doubt noticed that the Estimates Commitiee of
Parliament in its 11th Report of the Indian Telephone Industries
has since made the following suggestion on the subject :

1. “The Committee consider it desirable that the .\nnual
Accounts and Reports of Public Undertakings placed before the
Parliament should be made far more detailed and exhaustive than

_at present. These should clearly bring out the financial working
of the undertaking as well as of its various manufacturing depart-
ments and branches, an analysis of accounts with particular
reference to administrative expenses, overheads, staff strength and
measures to control them, actual production of various items and
its cost and trends, relations with users, personnel and training
matters, etc. together with illustrative graphs and charts wherever
possible. In this connection, the Committece would suggest that
the Annual Reports and accounts of the Nationalised Industries
in U.X. might be considered as a model. I'urther, in order to
enable Parliament and Parliamentary Committees to make a
proper study of these undertakings, their annual accounts and
reports for the preceding financial year should be laid betore the
Parliament before the commencement of budget discussions’.

2. The National Coal Board, U.K. in its report for the year
1955, the pattern of which has been commended by the LEstimates
Committee has furnished details under the following heads :

(1) Results of the year, financial and production etc.

(¢¢) Demand of distribution, e.g., position and prospects of

imports and exports, consumption of coal etc.

(1#%) Technical progress, e.g., research works, technigues of

management, mechanisation, etc.

(i) Organisation, e g., general policy and management.

(v) Men in industry, e.g., Manpower, welfare works, training
schemes, conditions of service, etc.

(vt) Summarised financial results for the year, i.e., the annual

accounts with the necessary schedules, etc.

(vis) Statistical tables and graphs indicating :—
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Output of coal.

Output per man-hour.

. Number of wage earners on the books.
Percentage of absentees.

Average number of shifts per man.
Age distribution of men on the books.
. Fatal and reportable accidents.

. Consumption and stock of coal.
Average earnings etc.

While the Administrative Ministries will no doubt consider
in due course to what extent and in what manner the pattern of
the annual reports of the nationalised undertakings in UK. can
be followed in this country, this Department would suggest that
having regard to the fact that information on many aspects of the
working of public undertakings registered as companies under the
Companies Act, 1956 would already be available in their balarce
sheets and profit and loss accounts and their Directors’ Reports,
the Annual Report required to be submitted by the Administrative
Ministry conceined for submission to Parliament under Sec. 639 of
the Companics Act may contain only such additional information
as may supplement the information alrecady available in the
aforesaid documents. The precise form and conterts of this Annual
Report would, therefore, vary not only from industry to industry
but also from company to companry and it may be difficult to
prescribe a standard form of such reports., Nevertheless, having
regard to the oft-expressed desire in Parliament as evinced by the
latest recommendation of thc Estimates Committee for fuller
information «bout the working of Government companies in accor-
dance with the provisions of Sec. 639 of the Companies Act 1956
the annual rep. 1ts should be as informative as possible so as to
render the financial accounts of these companies more intelligible
and meaningful to the public in the context of their management
policy. In this connection, this Department trusts that the
pamphlet (Annual Company Reports — simplified presentation of
statutory accounts) already circulated to Government companies
and the suggestion of the Director of Commercial Audit in regard
to the desir bility of preparation of manufacturing accounts which
had been brought to the notice of all administrative Ministries in
this Department Office Memorandum No. I(II)CL-VII/59 dated
the 30th March, 1959 will facilitate the supply of the requisite
additional information by Government in a form and manner which
would highlight the more significant aspects of their operations
and render them more readily intelligible to outsiders.

T. S. Menon
Under Secretary to the Government of India.

N



Appendix |1

The views snd recommendations of the Estimates

Committee and the Committee on Public Under-

takings and Government replies thereto, regard-
ing published accounts of public enterprises.

11th Report (Second Lok Sabha) on Indian Telephone Industries

“The Committee consider it desirable that the Annual
Accounts and Reports of Public Undertakings placed before
the Parliament should be made far more detailed ard exhaus-
tive than at present. These should clearly bring out the
financial working of the undertaking as well as of its various
manufacturing departments and branches, an analysis of
accounts with particular reference to administrative
expenses, overheads, staff strength and measures to control
them, actual production of various items and its cost and
trends, relations with users, personnel and training matters
ete., together with illustrative graphs and charts wherever
possible. In this connection the Committce would suggest
that the Annual Reports and Accounts of the Nationalised
Industries in U.K. might be considered as a model”.
(pp. 26-27, para 78)

Glovernment’s Reply to the Above

“The question raised by the Committee regarding the
form of prescntation of annual accounts and the reports of
public undertakings was brought to the notice of the Depart-
ment of Company Law Administration who have since issued
instructions in the matter vidr No. 1(14)-C.L. VI/59 dated
the 16th April, 1959.1

73rd Report (Second Lok Sabha) on Preparation of Budget
Estimates of Public Undertakings and Piesentation of their
Annual Reports and Accounts to Parliament

“The Committee recommend that when there is a
statutory provision for presentation of accounts to Parlia-
ment with the certificate of tke Comptroller and Auditor-
General only the accounts as certified by him should be
presented. Even in other cases where there is no such
statutory provision for certificate by the Comptroller and

1.

See Annexure to Appendix I.
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Auditor-General the accounts should be presented to Parlia-
ment only with necessary audit certificate by the professional
auditors of the respective concerns and in the case of
Government companies with the comments of Comptroller
and Auditor General thereon as required under Section 619(4)
of the Companies Act”’. (p. 11, para 24)

Government’s Reply to the Above
«“Accepted”. (9th Report, Third Lok Sabha, p. 7)

80th Report (Second Lok Sabha), on Public Undertakings—
Forms and Oiganisation

“There is no uniformity in the presentation of accounts.
While in the case of some manufacturing concerns manufac-
turing accounts are presented, in other cases they are not.
In some cascs the profit and loss appropriation account is
shown separately from the profit and loss account while in
others the appropriation of profits is included in the profit
and loss account. There is also wide divergence in the
manner of treatment of certain types of transactions and
adjustments in the organisations”. (p. 7, para 22)

Government’s Reply to the Above

“Not yet published’".
86th Report (Second Lok Sabha) on State Trading Corporation

(5) ““The trading account for the year 1956-57 was given
commodity-wise. The account for the year 1957-58, however,
was a summarised account. The presentation of accounts
trade-wise was more informative. It enabled proper assess-
ment of financial results of each item of trade. The
Committee were informed that it would not be expedient to
disclose detailed information in the larger interests of the
Corporation. Nor was it required to be done under the
Company Law. KEven so, the commodities in which the
Corporation dealt as also the respective quantitics were
indicated in the Report of 1957-58. The question arises
whether the detailed information could be withheld from the
shareholders, who ultimately are the Parliament. This is a
matter which the Committee consider should be gone into
more carefully by the Government’. (p. 14, para 37)

Government’s Reply to the Above

“The S.T.C.is being instructed to give as much infor-
mation as possible consistent with their business interests”.
(149th Report, Second Lok Sabha, p. 7)

(#5) <“The Committee feel that it would be better to make
a statement in the Annual Reports and Accounts on the
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volume of indirect sales, the nature of promotional activitica
undertaken and the approximate over-head expenditure
incurred, to facilitate a comparison between direct sales and
indirect sales secured by tke Corporation and the relative
costs. They recommend that necessary steps in the matter
may be taken carly’’. (p. 17, para 44)

Government’s Rcply to the Above
«Accepted’’. (149th Report, Second Lok Sabha, p 7)

93rd Report (Second Lok Sabha) on National Coal Development
Corporation

(#) “The Committee feel that for a proper appreciation
of the results of operation of the Corporation it would be
desirable to maintain and publish the accounts of each
colliery separately on commercial lines. The Government
explained that the accounts of ecach colliery were in fact
maintained separately under the supervision of the Financial
Controller of the Corporation but that it was not convenient
to publish them in the Annual Report. The Committec would
recommend that if it is not possible to publish the accounts
of each colliery separately, the accounts of old collicries
should at least be separated from the accounts of the new
mines and published as such”. (pp. 4-5, para 8)

Government’s Reply lo the Abore

«Individual revenue accounts are being maintained for
the collieries of the N.C.D.C. These reveal the annual profit
and loss of the colliery concerned clearly. If by “commercial
basis’’, the Estimatcs Committee means that the accounts of
each colliery should be maintained in the form that bcsides
the exhibition of the profit dnd loss, a separate balance sheet
is also given for each colliery, then the preparation of such
commercial accounts would be misleading, and especially so
in the case of new collieries, which would be in different
stages of development. Commercial accounts on the pattern
mentioned above could be maintained for the old State
collieries as a whole, as they have already been fully
developed but even this docs not appear necessary as the
respective revenue accounts give a clear enough picture of
the financial results of the working of each colliery”.
(162nd Report, Second Lok Sabha, pp. 12-13)

(¢7) “lt is observed that details of the Miscellaneous
Receipts, which amounted to Rs. 14.35 lakhs in 1957-58 have
not been given in the Report. Similarly, details of the
Miscellaneous and other Expenses which amounted to
Rs. 12.97 lakhs are not available. The Committee suggest
that when the Miscellaneous Receipts and Expenses are of
this magnitude it would be desirable to give a detail of



204

6.

PUBLIC ENTERPRISES IN INDIA

at least the major items falling under these heads in the
annual reports of Public Undertakings”. (p. 5, para 10)

Government’s Reply to the Above

“This recommendation has been noted. The details of
the major items falling under the heads ¢“Miscellaneous
Receipts” and “Miscellaneous Expenses’ will be furnished by
the N.C.D.C. in future annual reports”. (152nd Report,
Second Lok Sabha, p. 3)

(1t7) “It is observed that no separate production account
has been appended to the Report of the Corporation. In the
absence of such an account, it is not possible to work out
and comment on the trends of the various elements in the
cost of production viz., direct expenses, indirect expenses,
overheads, establishment expenses etc The Committee
consider it necessary that details about the actual produc-
tion, its costs etc. in respect of each colliery should be shown
separately, as is being done by the National Coal Board.
They, thercfore, recommend that necessary action may be
taken to include a production account in the next Annual
Report of the Corporation”. (pp. 6-7, para 13)

Government’s Reply to the Above

“It is considered unnecessary to include a production
account in the Annual Report of the Corporation for the
following reasons :

(a) The revenue accounts of individual collieries give all
the details a3 to the expenses incurred by the Corpora-
tion in the actual production of coal ; and

() The overall profit or loss on the working of the
collieries is available from the profit and loss accounts
appearing in the Annual Report”. (152nd Report,
Second Lok Sabha, p. 13)

94tk Report (Second Lok Sabha) on Hindustan Machine Tools

() It is observed that details of neither Miscellaneous
Expenses which increased from Rs. 5.52 lakhs in 1957-58 to
Rs. 671 lakhs in 1958-59, nor of Miscellaneous income
which increased from Rs. 4.74 lakhs to Rs. 4.95 lakhs are
given in the Report. Expenditurc on items like ‘Publicity’
has also not been indicated separately. The Committee were
informed by Government that the presentation of expenses
in the Profit and Loss Account of the Company was generally
done in accordance with the regulations prescribed for the
purpose in the Companies Act, and that details for th.e
various expense items were presented to Government Audi-
tors and Statutory Auditors for audit”’.
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“While the existing procedure might be in accordance
with the provisions of the Company Law, the Committee
feel that when the Miscellancous Expenses or Receipts are
of this magnitude, details of at least the major items falling
under the heads should be indicated in the Report”. (p. 6,
paras 14-15)

Government’s Reply to the Above

“The recommendation will be given effect to by the
Company in compiling Annual Report for 1960-61". (147th
Report, Second Lok Sabha, p. 3) i

(¢t) “No manufacturing or trading account has been
appended to the Annual Report. The Department of Com-
pany Law Administration (at the instance of Director' of
Commercial Audit) recently suggested the desirability of in-
cluding these accounts in the Annual Reports of the Public
Undertakings. The Committee trust that a beginning would
be made to include such an account in the next Annual
Report of the Company”. (p. 7, para 16)

Government’s Reply to the Above

“The matter has been taken up with the Company”.
(147th Report, Second Lok Sabha, p. 8)

The Comments of the Estimates Commaittee on the (fovernment’s
Reply

«The Committee hope that an early decision in this be.
half would be taken”. (Ibid., p.1)

134th Report (Second Lok Sabha) on Life Insurance Corporati.n

“The revenue account of the Corporation 1s at present
prepared in the form contained inthe Insurance Act, 1938.
No summarised position of its working during a year show-
ing the excess of income over expenditure at a glance is given
in the Reports as is done by the Insurance Compabies in the
U.S.A. The representative of the Corporation agreed during
evidence to include a summarised statement in future in
the Annual Reports of the Corporation. The Committee hope
that a beginning would be made in this regard from this
year’. (p. 37, para 05)

Government’s Reply to the Above

“Noted. The necessary information would be incorpora-
ted in the Annual Reports of the L I. C.”. (41st Report,
Third Lok Sabha, p. 17)

49th Report (Third Lok Sabha) on State Trading Corporation

«The Committee feel that it would be better if expendi-
ture incurred on each item is shown separately in Profit and
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Loss Account instead of adding them and showing themy
under the head ¢Miscellaneous Expenses”. Somc expendi-
ture has been incurred in 1960-61 and 1961-62 on account of
“adjustments of purchase and sales values”’ which has been
shown vunder “Miseccllaneous Expenses”. As the details
furnished are not clear, the Committee suggest that in regard
to such items3, descriptive notes should be given in future’.
(p. 58, para 186) '

Governnent’s Reply to the Above

“Government aceept the recommendation The Corpora-
tion will be advised accordingly (32nd Report, C P U., Third
Lok Sabha, p. 15)

8th Report, C.P U. (Third Lok Sabha) on Townships and Faclory
Buildings of Public Undertakings

“It is also desirable that the estimates of cost of town-
ships should be shown separately while seeking approval of
Parliament for investment in public undertakings. "The
expenditure incurred on townships should also be shown
separately in the Annual Accounts of the public under-
takings’. (p. 30, para 87)

Government’s Replies to the Above
Not yet published.
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Statutory provisions regarding Annual Reports

A. The Form and Contents ‘of Annual Reports

1. Air  Corporations  (Air-
India and Indian Airlines
Corporation)

2, Damodar Valley
Corporation

Each of the Corporation shal?
prepare and submit “in such’
form as may be prescribed a
report giving an account of its
activities during the previous
financial year” and <shall also
give an account of the activities,
if any, which are likely to be
undertaken by the Corporation
daring the next financial year’".
[Air Corporations Act, 1953,
See. 37(1)]

The annual report to be
submitted by the Corporation
“shall  contain  particulars,
amongst others, in respect of
the following items and shall be
ia such form as the Central
Government may from time to
time direct, namely :

(?) routes ;

(%) operations ;

(1t3) traffic & sales ;
. (fv) passenger services ;

(v) engineering and

maintenance ;

(vi) staff ;

(vit) organisation ;
(vi¢d) finance and acoounts ;

(7z) subsidiary and associate

companies.

(Rule 15(1) of the rules framed
in exercise of the powers con-
ferred by Sec. 44 of the Act)

The Corporation shall pres
pare, “in such form as may be
prescribed”’, an annual report

207
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giving “a true and faithful
account of its activities during
the previous financial year, with
particular reference to :

(#) irrigation ;

(¢t) water supply ;

(14i) electrical energy ;
(tv) flood control ;
(v) navigation ;
(vt) afforestation ;
(vit) soil erosion ;
(vitst) use of lands ;
(1) resettlement of displaced
population ;
() sanitation and public
health measures ; and
(#7) economic and social wel-
fare of the people.

The annual report shall also
give a true and faithful account
of the income and expenditure
during the previous financial
year, the net amounts attribu-
table to each of the three main
objects and the distribution of
the capital cost between the
three participating Governments,
and show the progressive totals
from the inception of the Corpo-
ration and the up-to-date finan-
cial results”.

[The D.V.C. Act, 1948, Sec. 45(1)

and (2)]
3. Employees’ State Insu. “The Corporation shall sub-
rance Corporation mit...an annual report of its
work and activities””. (The
ESIC. Act, 1948, Sec. 35)
4, Industrial Finance The Corporation shall furnish
Corporation “a statement in the prescribed

form of its assets and liabilities
as at the close of that year
together with a profit and loss
account for the year and a
report of the working of the
Corporation during the year”.

[The L.F.C. Act, 1948, Sec. 35(3)]
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5. Life Insurance Corporation

The Boar{ shall have the
power to determine ‘the form
of returns and statements
required ... ... " [1bid., Sec. 43
2) N

The Board, however, has
prescribed that the statements
required under Section 35(3)
“shall be in the form prescribed
by the Central Government™.

(Regulation 51 of the regulation
framed in exercise of the powero
conferred by Sec. 43 of the Act)

The Corporation shall pre-
pare and submit “in such form
as may be prescribed, a report
giving an accouut of its activi-
ties during the previous finan-
cial year, and the report shall
also give an account of the
activities, if any, which are
likely to be undertaken by the
Corporation in the next finan-
cial year”’.

(The L.I.C. Act, 1956, Sec. 27)

““The Annual Report to be
submitted by the Corporation
... under Section 27 of the Act
regarding its activities during
the previous financial year shall
be in such form as the Central
Government may, from time to
time, direct and shall, snter alia,
contain particulars in respect of
the following matters, namely :

(¢) the extent of the new
business ;

(7t) the total amount of busi-
ness in force ;

(1¢7) the total amount of
claims ;

(iv) nature of investment ;
and

(v) the accounts”.

(Rule 17 of the rules framed in
exercise of the powers conferred
by Sec. 48 of the Act)
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6. National Co-operative
Development Corporation

7. 0il & Natural Gas
Commission

The Corporation shall sab-
mit a report, ““in such form and
manner’’ as may be prescribed,
“giving a true and full account
of its activities, policy and pro-
gramme during the previous
year’’,

[The N Co-op. D, C. Act, 1962,
Sec. 14(2)]

The report shall be in form
of a narrative and shall contain :

1. A general review of the
Corporation’s plans of develop-
ment of (a) Agricultural Credit,
(b) Marketing, (¢) Processing,
(d) Storage, (e) Consumers’ Co-
operatives and (f) Administra-
tion.

2. Subsidiary statements and
schedule including a balance
sheet as may be decided by the
Corporation from time to time.
(Form C under rule 18(b) of the
rules framed in exercise of the
powers conferred by Sec. 22 of
the Act)

“The Commission shall ... ...
submit to the Central Govern-
ment a report in such form and
before such date as may be
prescribed, giving a true and
full account of its activities,
policy and programme during
the previous financial year and
an account of the activities
likely to be undertaken during
the current financial yveatr”.
[The O.N G C. Act, 1959, Sec.
23(2)]

“Ihe report shall include,
among other things, particulars
in respect of the following
matters, namely :

(¢) geological, geophysical,
exploratory structural drilling,
drilling and other operations
carried out and the results
obtained in each category of
operations ;
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8. Reserve Bank of India

9. State Bank of India

10. Warehousing Corporations

(7t) the production, refining
arnd sale of products of the
Commission ;

(71t) trading activities of the
Cummission™.

The annual report shall be
“signed by the members and
authenticated by affixing the
common seal of the Commission’’.
(Rule No. 18(1) and (2) of the
rules framed in exercise of the
powers conferred by Sec. 31 of
the Act)

The Bank shall furnish ¢a
report by the Central Board on
the working of the Bank through-
out the year...”

[The R BI. Act, 1934, Sec.
53(2)]

The provision here is only to
furnish the  “balance sheet,
together with the profit and loss
account and the auditors’ report
on the working ... during the
period covered by the accounts’.
(The S.B.I. Act, 1955, Scc. 40(1))

The shareholders of the Bank
present at the annual general
meeting, however, have been

given a right to discuss the

balance sheet and the profit and
loss account and ‘‘the report of
the Central Board on the work-
ing of the State Bank for the
period covered by the accounts
and the auditors’ report on the
balance sheet and accounts”.
[1bid., Sec. 42(2)]

There is no provision regard-
ing the form and contents of the
annual report The only reference
to the annual report is as
follows :

*“The shareholders present at
the annual general meeting shall
be entitled to discuss the annual
accounts, the report of the board
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11. Crown Corporations
(Canada)

12, National Coal Board
(U.K.)

13. Tennessee Valley
Authority (U.S.A))
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of directors on the working of
the Corporation during the year
under report, as well as the
auditors’ report on the annual
balance sheet and accounts”.
[The C.W.C. Act, 1962, Sec.
13(2)]

““A corporation shall submit
an annual report in such form
as may be prescribed”.

[The Tinancial Administration
Act, 1951, Sec. 85(3)]

The Board shall make a
report ‘‘on the exercise and per-
formance by them of their policy
and programmes”,

(The Coal Industry Nationali-
sation Act, 1946, Sec 54(1))

“The report shall set out
any direction given by the
Minister to the Board during
that year unless the Minister
bhas notitiel to the Board his
opinion that it is against the
national interest to do so”.
(Ibid , Sec. 54(2))

*“The Board shall file a comp-
lete report as to the business of
the Corporation covering the
preceding governmental fiscal
year This report shall include
an itemized statement of the
cost of power at each power
station, the total number of
employees and the names,
salaries and duties of those
receiving compensation at the
rate of more than $1500 a year”’.

B. The Time within which and the Party to whom Annual
Reports are to be Submitted

1. Air  Corporations  (Air-
India and Indian Airlines
Corporation)

“Each of the Corporations
shall, as soon as may be after
the end of cach financial year
prepare and submit to the
Central Government” a report...
(The Aij- Corporations Act, Sec.
37(1))
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2. Damodar Valley
Corporation

3.Employees State insurance
Corporation

4. Industrial Finance
Corporation

5. Life Insurince Corporation

6. National Co-operative
Development Corporation

“An annual report on the
work and activities of the
Corporation...shall be submitted
to the Central Government...on
or before the 3lst August,
following”.

(Rule 6 of the rules framed in
exercise of the powers conferred
by Sec. 44 of the Act)

“Printed copies of the annual
report shall be made available
to each of the three participating
Governments by the 15th day
of October each year”.

(The D V.C. Act, Sec. 45(4))

‘The C‘orporation shall sub-
mit to the Central Government
an annual report...

(The E.S.I C. Act, Sec. 35)

*The Corporation shall fur-
nish to the Central Government
and the Reserve Bank within
three months of the close of the
financial year” a report...

(The I F C. Act, Sec. 35(3))

“The Corporation shall, as
soon as may be, atter the end of
cach financial year, prepare and
submit to the Central Govern.
ment”’ a report...

- (The L 1.C. Act, Sec. 27)

“The Corporation shall, as
soon as possible, after the end
of cach year, submit to the
Central Government’’ a report
‘“‘before such date as may be
prescribed’’...

(The N Co-op. D. C. Act, Sec
14(2))

“The Corporation shall sub-
mit to the Central Government
an annual report...within six
months from the expiry of the
period to which the report re-
lates’’.

(Rule 18(b) of the rules framed
n exercise of the powers con-
ferred by Sec. 22 of the Act)
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7. 0il & Natural Gas
Commission

8. Reserve Bank of India.

9. State Bank of India

10. Warehousing Corporations

11. Crown Corporations
(Canada)
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““The Commission shall, as
soon as possible after the
commencement of each financial
year, submit to the Central
Government” a report...

(The O.N.G.C. Act, Sec. 23(2))

“The Commiesion shall pre-
pare, as soon as may be after
the commencement of each
financial year...”

(Rule 18(1) of the rules framed
in exercise of powers conferred
by Sec. 31 of the Act)

“The Bank shall within two
raonths from the date on which
tle annual accounts of the Bank
are closed, transmit to the
Central Government” a copy of
the annual accounts and report...
(The R.B.I. Act, Sec. 53(2))

“The State Bank shall fur-
nish to the Central Government
and to the Reserve Bank within
two months from the date on
which its accounts are closed
and balanced...” a balance
sheet, profit and loss account
and auditors’ report...

(The S.B.I. Act, Sec. 40(1))

“Every audit report” ... .
[there is no reference to direc-
tors’ report] ‘'shall be forwarded
to the appropriate Government
within a month of its being
placed before the annual general
meeting...”

(The C.W.C. Act, Sec. 31(11))

“A Corporation, as soon as3
possible, but within three
months after the termination of
each financial year submit an
annual report to the appropriate
Minister”’.

(The Financial Administration
Act, Sec. 85(3))
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12, National Coal Board

13.

Tennessee Valley
Authority (U.S.A.)

“The Board shall as soon as
possible after the end of each
financial year of the Board,
make to the Minister a report

bR

(The Coal Industry Nationali-
sation Act, Sec. 54(1))

“The Board shall file with
the President and with th
Congress in December ecac
year” a financial statement and
complete report..."”

C. Publication and Presentation of the Annual Report to
Parliament

1.

(913

Air  Corporations (Air-
India and Indian Airlines
Corporation)

. Damodar Valley

Corporation

. Employees’ State Insur-

ance (‘orporation

. Industrial Finance

Corporation

. Life Insurance Corporation

“The Central Government
shall cause every such report to
be laid before both Houses of
Parliament as soon as may be
after it is subwmitted”.

(The Air Corporations’ Act, Sec.
37(2))

“The annual report shall be
laid before the Central and the
Provincial Legislatures con-
werned as soon as may be after
it is prepared”’.

(The D.V.C. Act, Sec. 45(5))

“The annual report ... shall
be placed before the Central
Legislature and published in the
Official Gazette’.

(The E.S.I.C. Act, Sec. 36)

“The copies of the said
financial “statement, account,
and report shall be published
in the Official Gazette and shall
be laid before Parliament.

(The LF.C. Act, Sec. 35(3))

“The Central Government
shall cause the report...to be
laid before both Houses of
Parliament as soon as may be...”
after it is received.

(The L.I.C. Act, Sec. 29)
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6. National Co-operative
Development

7.0il & Natural Gas
Commission

8. Reserve Bank of India

9. State Bank of India

10. Warehousing Corpo-
rations

11, Crowr. Corporations
(Canada)

12, National Coal Beard
(UK.)

13. Tennessee Valley
Authority (U.S.A.)

The report ‘shall be laid
before both Houses of Parlia-
ment’’,

[The N. Co op. D C. Act. Sec. 14
(3]

“The report...shall be laid
before each House of DIarla-
ment”’.

[The O N.G..C. Act, Sec 23(3)]

There is no provision of lay-
ing the annual rcport of the
Bank before Parhiament.

There is no provision of
laying the annual report of the
Bank before the Parliament.

“The Government shall as
soon as..may be caused the
same (audit report) to be laid
before both Houses of Parlia-
ment or the Legislature of the
State, as the case may be”.

[The C.W.C. Act, Sec. 31(11)]

“The appropriate Minister
shall lay the ceport before
Parliament within 15 days after
he receives 1t, or if Parliament
is not then in session, within
15 days after the commencement
of the next ensuing session”,

[The Financial Administration
Act, Sec. 85(3)]

“The Minister shall lay a
copy of every such report before
cach House of Parliament”.
[The Coal Industry Nationalisa.
tion Act, Sec. 54(2)]

“The Board shall file with
the Congress” a complete
report...
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Statutory provisions regarding Published Accounts

Provisions relating to the Form, Contents, Publication aad
Presentment to Parliament of Annual Accounts

1. Air Corporations (Air-India
and Indian Airlines Corpo-

ration)

1 )

-1

“The Corporations shall...
prepare an annual statement of
accounts, including the profit
and loss account and the balance
sheet in such form as may be
prescribed by the Central
Government i1n consultation with
the Comptroller and Auditor
General of India’.

[The Air Corporations Act, Secec.
15(1)]

¢The accounts of the Corpo-
rations...together with the audit
report thereon shall be forwar-
ded annually to the Central
Government and that Govern.
ment shall cause the same to be
laid before both Houses of
Parliament’’ [{bid., Sec. 15(4)]

“As soon as may be after
the end of each financial year...
the annual accounts showing
the financial results of the Cor-
porations hall be prepared with
such subsidiary accounts as may
be prescribed by the Central
Government. The...... accounts
authenticated by affixing the
common seal of und duly passed
by the Corporation shall be
submitted to the Central Govern-
ment and to the said Comptroller
and Auditor General on or
before the 3lst August, follow-

: L)

mg .
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2. Damodar Valley
Corporation

3. Employees’ State
Insurance Corporation

“Provided that on a request
received from the Corporation
the Central Government may,
with the concurrence of the said
Comptroller and Auditor Gene-
ral, extend the date of sub-
mission of the accounts by such
period as it may think fit”.
[Rule 6 of the rules framed in
exercise of the powers conferred
by Sec. 44 of Act]

“The Corporation shall......
prepare such...annual financial
statements in such form and by
such dates as may be prescribed”

“Printed copies of each
such annual financial statement
shall be made available to each
of the three participating
Governments by such date as
may be prescribed’’.

[The D.V.C. Act, Sec. 46]

«“Within six months of the
end of each financial year, the
annual accounts prepared in
the forms prescribed, showing
the financial results of irriga-
tiop, electricity and flood control
schemes with such subsidiary
accounts a8 may be necessary,
shall be placed before the Corpo-
ration, and, after the accounts
have been duly passed, com-
municated to the participating
Governments and the Audit
Officer”.

[Rule 25 of the rules framed in
exercise of the powers conferred
by Sec. 59 of the Act]

“The Corporation  shall
maintain correct accounts of
its income and expenditure in
such form and in such manner
as may be prescribed by the
Central Government’’.

(The E.S.I.C. Act, Sec. 33)



4, 1ndustrial Finance
Corporation

5. Life Insurance
Corporation
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“The audited accounts of
the Corporation...shall be placed
before the Central Legislature
and published in the Official
Gazette”’,

[1bid , Sec. 36]

«“The Corporation shall fur-
nish to the Central Government
and the Reserve Bank within
three months of the close of the
financial ycar a statement’ in
the prescribed form of its assets
and liabilities as at the close of
that year together with a profit
and loss account for the year”...
copies of which ‘‘shall be pub-
lished in the Official Gazette and
shall be laid before Parliament”’.
[The I.F.C. Act, Sec. 35(3)]

The form of the statement
and accounts ¢‘shall be in the
forms prescribed by the Central
Glovernment from time to time’'.
(Rule 51 of the rules framed in
excrcise of the powers conferred
by Sec. 43 of the Act)

“Every audit report shall
be forwarded to the Central
Government and the Govern-
ment shall cause the same to be
laid before both Houses of
Parliament’’.
|The I.F.C. Act, Sec. 34(7)]

The form and contents of
the annual accounts of the L.1.C.
are governcd by Sec. 11 of tho
Insurance Act, 1938.
‘The L.I.C. Act, Sec. 43)

The Corporation is to send
e auditors’ report to the
:ntral Government which is to
-1aid before both the Houses
" Parliament. There is no
ference to the annual accounts
ecifically but it is implied
cause the auditors’ report
>uld be sent along with the
counts, on which it is made.
bid., Sec. 29]
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6. National Co-operative
Development Corporation

7.0il & Natural Gas
Commission

“The Corporation shall . ..
prepare an annual statement of
accounts in such form as may
be prescribed in consultation
with the Comptroller and
Auditor General of India”.

[The N. Co-op. D.C. Act, Sec.
17(1)]

“The accounts of the Cor-
poration certified by the Compt-
roller ard Auditor General of
India...logether with an audit
report thereon shall be forwar-
ded annually to the Central
Government and that Govern.-
ment shall cause the same to be
laid before both Houses of
Parliament”. [Ibid., Sec. 17(4)]

“The Commission shall . . .
preparc an annual statemnt of
accounts, including the profit
and loss account and balance
sheet in accordance with such
general directions as may be
issued, and in such form as
may be prescribed, by the
Central Government in consul-
tation with the Comptroller and
Auditor General of India’™.

[The O. & N G.C. Act, Scc. 22(1)]

““The accounts of the
Commission as certified by the
Comptroller and Auditor Gene-
ral «f India..., together with the
audit report thereon, shall be
forwarded annually to the
Central Government and that
Government shall cause the
same to be laid before each
House of Parliament”. [lbid
Sec. 22(4)]

“The annual acounts signed
by the members and authenti-
cated by affixing the common
seal of the Commission after
adoption by the Commission at
its meeting together with the
auditors’ certificate and report
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8. Reserve Bank of India

9. State Bank of India

thereon shall be submitted to
Government by end of February
of the following year to which
the accounts relate”.

‘“Provided that at the
request of the Commission. the
Government may, in consulta-.
tion with the Comptroller and
Auditor General, extend the
period within  which  such
accounts should be submitted’.

[Rule 18(4) of the rules framed
in exercise of the powers con-
ferred by Scc. 31 of the Act]

“The Bank shall . .. within
two months trom the date on
which the annual accounts of
the Bank are closed transmit
to the Central Government a
copy of the annual accounts
signed by the Governor, the
Deputy Governors and the Chief
Accounting Officer of the Bank,
and certified by the auditors,...
and the Central Government
shall cause such accounts...to
be published in the Gazette of
India’’.

[The R.B.I. Act, Sec. 53(2)]

[There is no provision of
placing the accounts before
Parliament).

“The State Bank shall fur-
nish to the Central Government
and to the Reserve Bank within
two months from the date on
which its accounts are closed
and balanced its balance sheet,
together with the profit and loss
account and the auditors’1eport
on the working of the State
Bank during the period covered
by the accounts”.

[The S.B.I. Act, Sec. 40(1)]
“The balance sheet and the

profit and loss account shall be
signed by the Chairman, Vice-
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19, Warehousing Corporations

11. Crown Corporations
(Canada)
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Chairman, Managing Directors,
if any, and a majority of the
other directors” (Ibid., Seec.
40(2)]

[There is no provision of
publication of accounts in the
Official Gazette (as in the
Reserve Bank), or of their
placing before Parliament]

“Every Warehousing Cor-
poration shall prepare.. . an
annual statement of accounts
including the profit and loss
account and the balance sheet
in such form as may be pres-
cribed”’.

“Provided that, in the case
of the Central Warehousing
Corporation, the accounts relat.
ing to the Warehousing Fund
and the General Fund shall be
maintained separately’.

{The Warehousing Corporation
Act, Sec. 31(1)]

“Every audit report...shall
be forwarded to the appropriate
Government within a month of
its being placed before the
annual general meeting and that
Government shall as soon as
thereafter as mav be cause the
same to be laid before both
Houses of Parliament or the
Legislature of the State, as the
case may be”. (Ibid., Sec. 31(11)]

«“A Corporation, subject to
such directions as to form as
the Minister of Finance and the
appropriate Minister may jointly
give, shall prepare in respect of
each financial year statements
of accounts which shall include :

(@) a balance sheet, a state-
ment of income and expense and
a statement of surplus, contain-
ing such information as, in the
case of a company incorporated



12. National Coal Board
(UK)
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under the Comparies Act, is
required to be laid before the
company by the directors at an
annual mecting, and

(b) Such other information
in respect of the tinancial affairs
of the corporation as the appro- *
priate Minister or the Minister
of Finance may require".

[The Financial Administratipn
Act, Sec. 85(1) (2)]

“The Board shall prepare
in respect of each financial year
of the Board a statement of
accounts in such form as the
Minister may direct, being a
form which shall conform with
the best commercial standards
and which shall distinguish the
colliery activities and each of
the main ancillary activities of
the Board”.

[The Coal Industry Nationalisa-
tion Act, Sec. 31

“So soon as the accounts of
the Board have been audited,
they shall send a copy of the
statement of accounts...to the
Minister together with a copy
of anvy report made by the
auditors’. (/bid.)

“The Minister shall lay a
copy of every such statement
and report before each House
of Parliament”’, (Ibid.)
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Provisions of the Companies Act, 1956, Regarding
Directors’ Report and Annual Accounts

l.‘ Annual Accounts and Balance Sheet

(1) At every annual general meeting of a company held in
pursuance of section 166, the Board of directors o«f the company
shall lay before the company :

(a) a balance <lhicet as at the end of the period specified in
sub-section (3); and

(b) a profit and loss account for that period.

(2) In the case of a company not carrying on business for
profit, an income and expenditure account shall be laid before the
company at its annual general meeting instead of a profit and loss
account, and all references to -‘profit and loss account”, * profit”
and ‘loss’ in this section and elsewhere in this Act, shall be con-
strued, in relation to such a company, as references respectively
to the “income and expenditure account”, ‘“‘the excess of income
over expenditure”, and ‘‘the excess of expenditure over income’’.

(3) The profit and loss account shall relate—

(@) in the case of the first annual general meeting of the
company, to the period beginning with the incorporation
of the company and ending with a day which shall not
precede the day of the meeting by more than nine
months ; and

(b) in the case of any subsequent annual general meeting of
the company, to the period beginning with the day
immediately after the period for which the account was
last submitted and ending with a day which shall not
precede the day of the meeting by more than six months,
or in cases where an extension of time has been granted
for holding the meeting under the second proviso to sub-
section (1) of section 166, by more than six months and
the extension so granted.

(4) The period to which the account aforesaid relates is re-
ferred to in this Act as a ““finsncial year’”: and it may be less or
more than a calendar year, but it shall not exceed fifteen months:

Provided that it may extend to eighteen months where special
permission has been granted in that behalf by the Registrar.

224
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(5) If any person, being a director of a company, fails to
take all reasonable steps to comply with the provisions of this
section, he shall, in respect of each offence. be punishable with
imprisonment for a term which may extend to six months, or with
fine which may extend to one thousand rupees, or with both:

Provided that in any proceedings against a person in respect
of an offence under this section, it shall be a defence to prove
that a competent and reliable person was charged with the
duty of seeing that the provisioas of this section were complied
with and was 1 a position to discharge that duty :

Provided further that no person shall be sentenced to impri-
sonment for any such offence unless it was committed wilfully.

(6) If any person, not being a director of the company, hav-
ing been charged by the Board of directors with the duty of seeing
that the provisions of this section are complied with, makes de-
fault in doing so, be shall, in respect of each offence, be punish-
able with imprisonment for a term which may extend to six months,
or with fine which may extend to one thousand rupees, or with
both :

Provided that no person shall be sentenced to imprisonment
for any such offence unless it was committed wilfully. (Section
210)

2. Form and Contents of Balance Sheet and Profit & Loss
Accouni

(1) Every balance sheet of a company shall give a true and
fair view of the state of affairs of the company as at the end of the
financial year and shall, subject to the provisions of this section,
be in the form set out in Part I of Schedule VI, or as near there-
to as circumstances admit or in such other form as may be approv-
ed by the Central Government either generally or in any parti-
cular casc ; and in preparing the balance sheet due regard shall
be had, as far as may be, to the general instructions for prepara-
tion of balance sheet under the heading “Notes’ at the end of
that Part :

Provided that nothing contained in this sub-section shall
apply to any insurance or banking company or any company
engaged in the generation or supply of electricity or to any other
class of company for which a form of balance sheet has been speci-
fied in or under the Act governing such class of company.

(2) Evcry profit and loss account of a company shall give
a true and fair view of the profit or loss of the company for the
financial year and shal), subject as aforesaid, comply with the
requirements of Part II of Schedule VI, so far as they are appli-
cable thereto:

Provided that nothing contained in this sub-section shall
apply to any insurance or banking company for any company
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engaged in the generation or supply of electricity, or to any other
class of company for which a form of profit and loss account has
been specified in or under the Act governing such class of company.

(3) The Central Government may, by notification in the
Official Gazette, exempt any class of companies from compliance
with any of the requirements in Schedule VI if, in its opinion, it is
necessary to grant the exemption in the public interest.

Any such exemption may be granted either unconditionally
or subject to such conditions as may be specified in the notifica-
tion.

(4) The Central Government may, on the application or with
the consent of the Board of directors of the company, by order,
modify in relation to that company any of the requirements of
this Act as to the matters to be stated in the company’s balance
sheet or profit and loss account for the purpose of adapting them
to the circumstances of the company.

(5) The balance sheet and the profit and loss account of a
company shall not be treated as not disclosing a true and fair
view of the state of affairs of the company, merely by reason of
the fact that they do not disclose—

(") in the case of an insurance company, any matters which
are not required to be disclosed by the Insurance Act,
1938;

(7¢) in the case of a banking company, any matters which
are not required to be disclosed by the Banking Com-
panies Act, 1949; '

(777) in the case of a company engaged in the generation or
supply of electricity, any matters which are not required
to be disclosed by both the Indian Electricity Act, 1910,
and the Electricity (Supply) Act, 1948;

(iv) in the case of a company governed by any other special
Act for the time being in force, any matters which are
not required to be disclosed by virtue of that special Act;
or

(v) in the case of any company, and matters which are not
required to be disclosed by virtue of the provisions con-
tained in Schedule VI or by virtue of a notification
issued under sub-section (3) or an order issued under
sub-section (4).

(6) For the purposes of this section, except where the con-
text otherwise requires, any reference to a balance sheet or profit
and loss account shall include any notes thereon or documents
annexed thereto, giving information required by this Act, and allow-
ed by this Act to be given in the form of such notes or documents.

(" If any such person as is referred to in sub-section (6) of



APPENDICES 227

section 209 fails to take all reasonable steps to secure compliance
by the company, as respects any accounts laid before the company
in general meeting, with the provisions of this section and with
the other requirements of this Act as to the matters to be stated
in the accounts, he shall, in respect of cach offence, be punishable
with imprisonment for a term which may extend to six months,
or with fine which may extend to omnc thousand rupees, or with
both :

Provided that in any proceedings against a person in respect
of an offence under this section, it shall be a defence to prove
that a competent and reliable person was charged with the duty
of seeing that the provisions ot this section and the other require-
ments aforesaid were complied with and was in a position to dis-
charge that duty :

Provided further that no person shall be sentenced to im-
prisonment for any such offence unless it was committed wilfully.

(8) If any person, not being a person referred to in sub-sec-
tion (6) of scction 209, having been charged by the managing
agent, secretaries and treasurers, managmg director or Board of
directors, as the case may be, with the duty of seeing that the
provisions of this section and the other requirements aforesaid are
complied with, makes default in doing so, he shall, in respect of
each offence, be punishable with imprisonment for a term which
may extend to six months or with fine which may extend to one
thousand rupees, or with both :

Provided that no person shall be sentenced to imprisonment
for any such offence unless it was committed wilfully. (Section
211)

3. Authentication of Balance Sheet and Profit and Loss
Account

(1) Save as provided by sub-section (2), every balance sheet
and every profit and loss account of a company shall be signed on
behalf of the Board of directors—

() in the case of a banking company, by the persons specifi-
ed in clause (@) or clause (b), as the case may be, of
sub-section (2) of section 29 of the Banking Companies
Act, 1949;

(t?) in the case of any other company, by its managing agent,
secretaries and treasurers, manager or secretary, if any,
and by not less than two directors of the company one
of whom shall be a managing director where there is
one.

(2) In the case of a company not being & banking company,

when only one of its directors is for the time being in India, the
balance sheet and the profit and loss account shall be signed by
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such directors; but in such a case there shall be attached to the
balance sheet and the profit and loss account a statecment signed
by him explaining the reason for non-compliance with the provi-
sions of sub-section.

(3) The balance sheet and the profit and loss account shall
be approved by the Board of directors before they are signed on
behalt of the Board in accordance with the provisions of this sec-
tion and before they are submitted to the auditors for their report
thereon. (Section 215)

:l. Profit & Loss Account to be annexed and Auditors’ Re-
port to be attached to Balance Sheet

The profit and loss account shall be annexed to the balance
sheet and the auditors’ report including the auditors’ separate,

special or supplementary report, if any, shall be attached thereto.
(Section 216)

5. Report of the Board of Directors

(1) There shall be attached to every balance sheet laid be-
fore a company in general meeting, a report by its Board of direc-
tors, with respect to—

(a) the state of the company’s affairs;

(b) the amounts, if any, which it proposes to carry to any
reserves in such balance sheet;

(c) the amount, if any, which it recommends should be paid
by way of dividend; '

(d) material changes and commitments, if; affecting the
financial position of the company which have occurred
between the end of the financial year of the company to
which the Dbalance sheet relates and the date of the
report.

(2) The Board’s report shall, so far as is material for the
appreciation of the state of the company’s affairs by its members
and will not in the Board’s opinion be harmful to the business of
the company or of any of its subsidiaries, deal with any changes
which have occurred during the financial year—

(@) in the nature of the company’s business;
(b) in the company’s subsidiaries or in the nature of the
business carried on by them ; and

(c) generally in the classes of business in which the company
has an interest.

(3) The Board shall also be bound to give the fullest informs:
ation and explanations in its report aforesaid, or in cases falling
under the proviso to section 222, in an addendum to that report,
on every reservation, gualification or adverse rem.rk contained in
the auditors’ report.
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(4) The Board’s report and any addendum thereto shall be
signed by its chairman if he is authorised in that behalf by the
Board; and where he is not so authorised, shall be signed by such
number of directors as are required to sign the balance sheet and
the profit and loss account of the company by virtue of sub-sections
(1) and (2) of section 215.

(6) If any person, being a dircctor of a company, fails to
take all reasonable steps to comply with the provisions of sub-
sections (1) 1o (3). or being the chairman, signs the Board’s reporé
otherwise than in conformity with the provisions of sub-section
(4), he shall, 1n respect of each offence, be punishable with impri-
sonment for a term which may extend to six months, or with fine
which may extend to two thousand rupees, or with both :

Provided that no person shall be sentenced to imprisonment
for any such offence unless it was committed wilfully :

Provided further that in any proceedings against a person in
respecet of an offence under sub-section (1), it shall be a defence
to prove that a competent and reliable person was charged with
the duty of seeing that the provisions of that sub-section were
complied with and was in a position to discharge that duty.

(6) If any person, not being a director, having becen charged
by the Board of directors with the duty of secing that the provi-
sions of sub-sections (1) to (3) are complied with, makes default
in doing so, be shall, in respect of cach offence, be punishable
with imprisonment for a term which may extend to six months, or
with fine which may extend to two thousand rupees, or with both:

Provided that no person shall be sentenced to imprisonment
for any such offence unless it was committed wilfully. (Section 217)

6. Penalty for Improper Issue, Circulation or Publication
of Balance Sheet or Profit and Loss Account

(¢) If any copy of a balance sheet or profit and loss account
which has not been signed as required by section 215 is issued, cir-
culated or published ; or

(b) If any copy of a balance sheet is issued, circulated or
published without there being annexed or attached thereto, as the
case may be, a copy each of (1) the profit and loss account, (i%)
any accounts, reports or statements which, by virtue of section
212, are required to be attached to the balance sheet, (i4i) the
auditors’ report, and (i) the Board’s report referred to in section
217;

The company, and every officer of the company who is in
default. shall be punishable with fine which may extend to five
hundred rupees. (Section 218)



230 PUBLIC ENTERPRISES IN INDIA

7. Right of the Members to obtain Copies of the Balance
Sheet and Auditors’ Report

(1) A copy of every balance sheet (including the profit and
loss account, the auditors’ report and cvery cther document re-
quired by law to be annexed or attached, as the case may be, to
the balance sheet) which is to be laid before a company in general
meeting shall, not less than twenty-one days before the date of the
meeting, be sent to every member of the company, to every holder
of debentures issued by the company (not being debentures which
ex-facie are payable to the bearer thercof), to every trustee for
the holders of any debentures issued by the company, whether
such member, holder or trustee is or is not entitled to have notices
of general meetings of the company sent to him, and to all persons
other than such members, holders or trustees, being persons so
entitled.

Provided that—

(@) in the case of a company not having a share capital,
this sub-section shall not require the sending of a copy
of the documents aforesaid to a member, or holder of
dcbentures, of the company who is not entitled to
have noticcs of general meetings of the company sent
to him;

(b) this sub-section shall not require a copy of the docu-
ments aforesaid to be sent—

() to a member, or holder of debentures, of the com-
pany, which is not entitled to have notices of gener-
al meetings of the company sent to him and of
whose address the company is unaware;

(77) to more than one of the joint holders of any shares
or debentures none of whom is entitled to have
such notices sent to him; or

(¢¢%) in the case of joint hoiders of any shares or dcben-
tures some of whom are and some of whom are not
entitled to have such notices sent to them, to those
who are not so entitled; and

(c) if the copies of the documents aforesaid are sent less
than twenty-one days before the datc of the meeting,
they shall, notwithstanding that fact, be deemed to
have been duly sent if it is so agreed by all the mem-
bers entitled to vote at the meeting.

(2) Any member or holder of debentures of a company, whe-
ther he is or is not entitled to have copies of the company’s balance
sheet sent to him shall, on demand, be entitled to be furnished with-
out charge, and any person from whom the company has accept-
ed a sum of money by way of deposit shall, on demand accompani-
ed by the payment of a fee of one rupee, be entitled to be furnish-
ed, with a copy of the l:st balance sheet of the company and of

‘
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every document required by law to be annexed or attachied there-
to, including the profit and loss account and the auditors’ report.

(3) If default is made in complying with sub-section (1), the
company, and every officer of the company who isin default,
shall be punishable with fine which may cxtend to five hundred
rupees.

(4) If, when any person makes a demand for a copy of any
document with which he is entitled to be furnished by virtue of
sub-section (2), defaultis made in complying with the demand
within seven days after the making thercof, the company, and
every officer of the company who is in default, shall be punishable
with fine which may extend to five hundred rupees, unless it is
proved that that person had already made a demand for and been
furnished with a copy of the document.

The Court may also, by order, direct that the copy demand-
ed shall forthwith be furnished to the person concerned.

(5) Sub-sections (1) to (4) shall not apply in relation to a
balance shect of a private company laid before it before the com-
mencement of this Act; and in such a case the right of any person
to have sent to him or to be furnished with a copy of the balance
shect, and the liability of the company in respect of o failure to
satisfy that right, shall be the same as they would have been if
this Act had not been passed. (Section 219)
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GAS ACT, 1948

REPORT BY THE MINISTER OF POWER
FOR THE YEAR ENDED 31ST MARCH, 1953

I. Introductory

1. Section 10(5) of the Gas Act, 1948, requircs the Minister of
Power to lay before each House of Parliament a report on the
exercise of his functions during each financial year under the Act.
The present report covers the period from 1st April, 1962, to
31st March, 1963, being the fourtecnth financial year as defined
by the Act and the Gas (Financial Years) Regulations, 1949
(S.1. 1949 No. 743)

II. Appointments

2. The Minister is responsible under Section 5 of the Act for
appointing the members of Area Gas Boards and for appointing
certain of these members to act as chairman and deputy chairman
of ¢he Boards; he is also responsible for the appointment of the
chairman and deputy chairman of the Gas Council. Under Section
9 he is responsible for appointing the chairman and members of
Area Gas Consultative Councils. During the year under review
the Minister made the following appointments :—

AREA GAS BOARDS

3. Appointment of Full-time Members

Scottish Board

Mr. D. Beavis, A. M. I Mech. E,, M, Inst. Gas E., to be a
Mecember from 1st December, 1962, while continuing to serve as
Area Manager to the Board.

North Western Board

Mr. R. Kerr, M. B. E,, F. C. A., to be a Member from lst
November, 1962, while continuing to serve as Chief Accourntant to
the Board.

232
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West Midlands Board

Mr. W. Hyde, F.CW.A,, A A.C.C.A, tobe a Member from
1st July, 1962, while continuing to serve as Director of Finance
and Administration to the Board.

South Western Board

Mr. T.N. Dent A.M LLE. Mech. E., M Inst. Gas E., to be a
Member from lst February, 1963, while continuing to serve as

Chief Executive Officer to the Board.
4. Reappointment of Full-time Member
North Western Board

Mr. H. Butters to be a Member from 1st May, 1962,

5. Appointment of Part-time Members

Board

North Eastern
East Midlands
Eastern

North Thames
South Eastern

Southern

South Western

Name

Alderman F. Sykes
Mr. N.C. Macdiarmid
Lord Fisher, D S.C.
I\VII'. F.IJ. Levy
Dame Alix Meynell,
D.B.E.
Lord Williamson.
C.B.E.
Dr. H.S. Hirst,

M.A., B Se.

Date

1st January, 1963.
156th December. 1962,
1st December, 1962.
1st March, 1963.

1st May, 1963

18th February, 1963.

1st December, 1962,

6. Reappointment of Part-time Members

Board

Scottish
Northern

North Western

West Midlands

Wales ®

Name

Lord Geddes, C.B.E.
Councillor M Allon,
C.C.,J.P.
Sir Eric Carpenter,
0.B.E., J.P.
Mr. W.W.B. Stoddart,
J.P.

Alderman G.E.
Hodgkinson, O.B.E.
Professor F.H.Garner,

O.B.E.
Ph.D.,, F.RIC.,
M.I.Mech.E., F. Inst.
Pet., F.S.A.

Duate

1st October, 1962.
1st January, 1963.

1st May, 1962.
1st May, 1962.
27th September,

1962.
1st May, 1963.

Councillor J.E.Emanuel 1st May, 1963.
Alderman H.T.Edwards, 1st September, 1962,

LL.D., J.P.
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Board Name Date
Eastern Mr. G. Calder, 1st June, 1962
- C.B., M.A., B.Se.
Mr. W.C. Kincaid 1st May, 1963.

Mr. J.W. Napier, B.Sc., 1st May, 1963.
M.I.Mech.E.,M.I.Chem.
I3., Assoc. Inst. Gas. E.
North Thames Air Chief Marshal 1st October, 1962
Sir Arthur Sanders,
G.C.B.,, K.B.E.
South Eastern Mr. C. Brandon, J.P. 1st July, 1962,

Southern Mr. A.E. Smith, J.P. 1st May, 1963.
M. K.G. Poland 24th February, 1963,
South Western Alderman H.K.Wright, 1st May, 1963.
J.p,
Hon. D.E.Hely- 1st May, 1963.

Hutchinson, M.A.
Gas Consultative Councils

7. Appointment of Chairmen

Council Name Date
East Midlands Alderman C. Cameron, 8th July, 1962.
C.B.E, J.P. .
South Eastern Mr. H.C. Shearman, 24th March, 1963.
M.A.
8. Reappointment of Chairman
Council Name Date
Scottish Sir Robert Nimmo, J.P. 16th September,
1962.
9. Reappointment of Deputy Chairmen
Council Name Date
Scottish Councillor 8. Leitch, J.P. 4th August, 1962.
Northern Councillor H. Cooper, 3rd October, 1962.
M.B.E., J.P.
Kast Midlands  Councillor W.H.Foster, 25th July, 1962.
J.P.
Wales Mrs. H. Harry,B.A.,J.P. 20th July, 1962.
North Thames Mr. A.H.N. Wells " 9th July, 1962.
Southern Mr. J.E. Thomas. 3rd Augdst, 1962.

M.B.E., J.P.
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10. Appointment and Reappointment of Members

Council Appointments Reappointments
Scottish b5 7
Northern 2 8
North Western 7 4
North Eastern 3 4
East Midlands 2 9
West Midlands 7 4
Wales 3 5
Eastern 5 7
North Thames 2 b
South Eastern 3 6
Southern 4 6
South Western 7 1

50 66

III. Capital Development & Research

11. Capital Development

After consuliation with the Gas Council. the Minister
approved, under Section 1(5) ol the Gas Act, 1948, the general
lines of the capital development programmes of each Area Board
for the period to 3!st March, 1967, and agreed to capital expendi-
ture by the Council and the Area Boards totalling £64 million in
1963-64.

12. Research

In accordance with Section 3(1) of the Gas Act, 1948, the
Gas Council settled a general. programme of rescarch for the
year in consultation with the Minister.

V1. Employee Welfare

12. Training and Education

The Minister took note of a further progress report, received
under Section 4(2) of the Gas Act, 1948, from the Gas Council, on
the general programme for training and education in the gas
industry.

14. Pensions

On the 21st December, 1962, the Minister approved an
additions to Pensions — No. 4 Scheme for the Gas Council and
each of the ?reu Gas Boards. The Scheme provides for pensions
received by former employees of the gas industry to be increased
on the lines of the Pension (Insurance) Act, 1962.
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V. Finance

15. Financial Objectives under the White Paper on the
Financial and Economic Obligations of the Nationalised
Industries Cmnd. 1337

The financial objectives for the five year period from 1962-63
to 1966-67, agreed with the Gas Boards in accordance with the
White Paper on the TFinancial and Economic Obligations of the
Nationalised Industries (Cmnd. 1337), are as set out in paragraph
16 of the Report for the year ended 31st March, 1962.

16. New Capital

Under Section 42 of the Finance Act. 1956, as amended by
Section 78 of the Finance Act, 1960, the Minister made advances
totalling £27 million to the Gas Council during the year 1962-63
towards its requirements for long-term capital finance. The
advances are to be repaid over a period of 25 years by means of
equal half-yearly instalments of principal, together with interest,
commencing on 30th June, 1963.

17. Temporary Borrowings

With the consent of the Minister and the approval of the
Treasury the Gas Council was authorised under Scction 42(1) of
the Gas Act, 1948 to borrow temporarily from the Banks within a
limit of £27 million up to 30th November, 1962, and £30 million
between 1st December, 1962 and 31st March, 1963. Temporary
borrowings within these limits were guaranteed by the Treasury.

In addition, consent and approval were given to the Gas
Council and Area Boards to borrow temporarily during the year
from the trustees of any pension scheme or schemes established
by the Council or by any Area Board, or of any scheme or schemes
to which Regulation 1 of the Gas (Pension Rights) Regulations,
1950, refers, within the following limits :

Area Board £ million
Scottish 0-25
Northern 0-25
North Western 1-00
North Eastern 4:50
Eastern Midlands 070
West Midlands 0-50
Wales 0-25
Eastern 0-50
North Thames 1:00
South Eastern 1-00
Southern 0-40
South Western 225

12-60
Gas Council 0-075

12675
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18. Central Guarantee Fund

With the consent of the Minister and the approval of the
Treasury no contributions were made to the Central Guarantee
Fund. Approval was given under Section 46(4) of the Gas Act,
1948, to re-investment of the I'uni’s moneys, and for investing
the intercst received during the year on the Fund’s investments.

19. Stock Redemption Funds

The consent of the Minister and the approval of the Treasury
were given uunder Regulation 4(4) of the C(as (Stock) Regu-
lations, 1949, to the temporary employment within the indussry
of contributions carried to the various stock Redemption Iund
accounts during the year. This consent was given on the under-
standing that any moneys so employed would be replaced by the
Council out of the proceeds of its next stock issued or as the
Minister and the Treasury might later require.

20. Expenses of the Gas Council

The Minister approved, under Section 48(1) of the Gas Act,
1948, the sums to be contributed by Arca Boards towards meeting
the expenses of the Gas Council during the year.

21. Accounts and Audit

The Minister reappointed under Section 50(3) of the Gas Act,
1948, the auditors for the Gas Council and the Area Boards.

VI. Gas Standards

22. Standards of Gas Quality

Notification of Declaration of Calorific Value were received
by the Minister in pursuance of Regulations 2(2), 3(2) and 3A(3)
of the Gas (Declaration of Calorific Value) Regulations 1949 (S L
1949 No. 758) as amended by the Gas (Declaration of Calorific
Value) (Amendment) Regulations, 1951 (S.I. 1951 No. 2286) in
respect of gas supplied from 67 gasworks. Kive declarations were
original ones where gas had previously been supplied on a non-
thermal basis and 62 were changes in declared calorific value.

Four directions were issued in pursuance of Section 74 of
the Act in respect of gas subjected to a drying process, defining
the calorific value of the gas when partially, instead of completely,
saturated with water vapour. Gas drying plants had been brought
into operation and the Minister was satisfied that the degree of
diying was significant and uniform throughout the Areas supplied.

23. Continued Exemptions from Thermal Method of Charg-
ing for Gas
Exzemption from the requirement to charge for gas by the

therm, gragted in 1954 under Section 53(1) and (2) of the Act in
2espect of certain small gasworks where the Minister was satisfied
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that it is impracticable or uneconomical to declare a calorific value
for the gas supplied, was continued by the Minister for periods to
expire on the following dates :

Number of Gasworks Date of Expiry of Exemption
1 30th September, 1962.
2 30th April, 1963.
3 30th April, 1964.

24. Gas Testing Places

Directions were given in 162 cases under Regulation 1(2) of
the Gas Testing Regulations, 1949 (S.I. 1949 No. 789) requiring
Area Boards to provide and maintain gas testing accommodation
for the purposes of official tests of the quality of gas supplied.
All these directions were made cither in consequence cf the
general review of official gas testing facilities, or in consequence
of a special review entitlcd by changed eircumstances.

25. Testing of Gas

Reports totalling 63,167 were received in respect of tests of
gas made at 1,564 official testing placcs by 136 gas examiners
holding appointments under Section 55 of the Act, of whom
46 were full-time examiners, 89 were independent persons working
on a fee basis and one was an employee of a local authority
working on an agency basis. The policy was continued of removing
pressure testing points from gasworks to gas showrooms, or other
suitable premises away from the source of supply where it was
considered that more representative results could he obtained.
In 106 cases the pressure was found to be below the prescribed
minimum ; in nine cases the gas was found to contain sulphuretted
hydrogen; and in eight cases the calorific value for a period of
two hours was found to be not less than six per cent below the
declared calorific value. Of the total of 123 cases, 72 occurred
during the unprecedented cold weather between 18th December,
1962 and 28th February, 1963. Of these 123 cases, 112 had been
investigated by the end of the year under review. In all but five
of these cases and in three of the six cases outstanding from the
previous year, in the light of explanations obtained from the Area
Boards concerned, the Minister decided to take no action under
the Regulations.

Proceedings were instituted in eight cases where the pressure
of gas was found to be below the prescribed minimum. In all
eight cases a fine was imposed by the Court on the Area Boards
concerned. Eleven cases were still being investigated at the end
of the year.

Deficiencies in the quarterly average calorific value of the
gas supplied were ascertained in eight cases. In pursuance of
Regulation 8 of the Gas (Quality) Regulations, 1949 (S. I. 1949
No. 792), the Minister determined that in five of these cases no
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refund of “‘excess revenue” was required. The threc rcmaining
cases had not been determined at the end of the year under
review. In addition the Minister determined that no refund of
“excess revenue’’ was required in respect of the seven cases out-
standing at the end of the previous year.

26. Approval of Pattern and Construction of Gas Meters

During the year under review, 18 approvals were issued
under Section §4(1) of the Act in respect of domestic and indus-
trial meters.

27. Directions to Meter Examiners

Ten irections were issued governing the method of meter
testing whereby, in cases where the standard of manufacture s
sufﬁctcntly high to merit it, approved works tests are supervised
by Meter Examiners and a proportion of completed meters are
tested.

28. Meter Testing Offices

Two offices were closed and two new offices opened during
the year to meet changing requirements within the meter making
industry. The total number of oflices in operation at 3lst March,
1963 was 41.

29, Meters Tested

The number of gas meters tested was :

.(i) New meters 479,483
(3*) Required mecters 524,581
1,004,064

In addition to the examination of new or repaired mcters,
Meter Examiners were required to examine 5,265 meters, the
accuracy of which was in dispute, and to make findings for the
purpose of paragraph 16 of the Third Schedule to the Act.
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QUESTIONNAIRE :

1. (@) Ts there a separate Public Relations Department in your
enterprise ? If yes,

(?) What is the designation of the person-in-charge 2...

(»2) What is his pay scale 2.....c.ccciiiiiiiiiiiiiiiiiiiiiinnn

(iv) To whom is he responsible ?.........ccocvviiiiiinninien,
(v) Is he part-time or full time 2............cooiiiiininns
(vt) If part-time, what other duties are assigned to

him 2o

(b) If no, who, if any, looks after Public Relations ?...............
Please give his designation..........coocvviviniiiniiiiiiiiiiiii

2. (a) What is the number of persons employed in ycur Public
Relations Department 2.........cooiiiiiiiiiiiiiiiiiiiiiiiiiiii,
(b) What is the annual appropriation for the Department ?...
(c) What is the professional, educational and other background
of the two or three top persons in the Department ?

...............................................................................

3. (@) Do you avail of the services of an outside counsellor or
agency (e.g. advertising agency) ?.......ccciviiiiiiiiiiiiiiiiina.
(b) If yes, what is the nature of help given by the counsel or

4. What are the aims and objectives of your Public Relations
Department ?

(a) To conduct :

(3) Survey of employee opinion............ccocvvieiiinininn..

(12) Survey of dealer relations..........cocooovieiiiiiiiiiiiii,

(¢i7) Survey of supplier relations.................oooiiae.

(17v) Market research.......cccccoeviiiiiiiiiiiiiiiiiiiiieninene, see

(v) Community studies.........coooiiiiiiiiiiiiiiiiiiiiininn,

(v7) Any Other.......cviiiiiiiiiiiiiiiiiiiiii e

(b) Interpretation of social, economic and political trends......
(¢) Study of Public Relations’ techniques...........................
(@) ANY Other....iciiiiieiiiiiiiiiiiii e

5. What broadly are the duties of your Public Relations’ Chief ?
Please specity.
(a) Preparing news releases.......co..ocoiviieiiiniiniiiiiiinniiiennenes
(b) Writing for employee mMagazines........ccveveveieiiiiinniecnnaes
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(¢) Answering complaints......cciueeniiiiriiiieiiennieeenieeeneeeaeennen, .
(d) Preparing informational posters.......c...ceeeuvvevurreerernnrnnnns .
(€) Any other...coiiiiiiiiiiiiiii e e eaes

. Which of the following methods do you adopt to maintain

proper communication between the enterprise and the public %
If necessary, please enclose details.

(2) Radio talks (Please give the number of radio talks delivered
during the last tWo years)......cccoeviieiiiiiiiieinieeunenenennnes

(b) Films and slides about the enterprise............ccecevverunnnnees
(¢) Advertising (except for the products)..........cc..ocevvevnee..n. a

(d) Any publication other than the annual reports (please
attach a few specimen COPIes).......uovuuirrivieieniiniiniinreeeenns
(€) Press-notes........coeeiiiiiiiiiiiiiiiiiii e,

(f) Informative posters.........ccocuiiiiiiiiiiiiiiniininiie e
(9) Any Other.....cioviiiiiiiiiiiiiiii i et eee e

. (a) Do you facilitate public visits to your plant ?..................

(d) Are therc fixed hours and fixed days for public visits ?......
If yes, please mention them.....c..c..ccvvrverivirniininniiniinnennes

. Do you have a house magazine ?........c.coceeriuvivuniiniinniinennnnn, .

(If yes, please attach few specimen copies)

. Do you have a suggestion scheme in operation for the

emMPlOYees T i e ea e .
If yes (¢) How many suggestions were received during the
calendar year 1961 ?
(b) How many of them were accepted ?.....................
(c) Amount of reward paid for the suggestions accep-
Bed et e e
Do you take part in industrial fairs and exhibitions ? If yes,
please name those in which you have participated during the
last two years ;

(b) Is Public Relations included as a part of the training
course ?

If yes, pleage give details of the nature of the course........ .

(e) Have you an officer-in-charge of press relations ?
If yes, please give his designation..............ccoevevvunreennneee

(b) Do you hold press conferences or send press releases to
explain your policy and programme, and to mitigate
public criticism of your enterprise ? If yes,

How mgany press conferences were held and press releases
issued during the calendar year 1961 ? Please give dates.
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(c) How the letters in the press receive the attention of the
management ? Is a counter reply published ? Please give
a few instances and dates, if possible.
12, In what ways, if any, do you try to assess consumers’ reaction
to your goods and services and to your policies in general ?

(a) From distributors and dealers of your products...............

(b) From consumers’ complaints......cceoveuvrnniiieniniiinnniiiiiennns

(c) From consumers’ SuggestionsS.......cccccuvereerireeeinerinneinnnans

(@) Any other...cuceuieiiiiiiiiiiiiiiriiiii i

34. (a) Do you send your annual reports and other publications
to:

(1) All members of Parliament/State Legislatures......

(¢t) Some of them. If yes, what is the basis of your
selection ?
(b) What, if any, is the additional medium to keep in touch
with members of Parliament/State Legislatures ?
(¢) Do you receive enquiries from members of Parliament/State
Legislatures about any aspect of the enterprises’ working ?
If yes, what is the number of such enquiries received
during the calendar year 1961 ?
15. Could you please briefly outline the procedure of disposing of
the complaints received by your enterprise from :

(@) CONBUMETS..cuunirtniiiiiiiiiiiiierii et e e re i e reai et e anaes
(b) General Public........cieiniiiiiiiiiiiiiiii e

Wherever necessary details may please be given below or
on additional sheets.
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Appendix Viii

List of persons with whom discussions were held
during the course of study

Shri A.C. Guka, Chairman, Estimates Committce, New Delhi.

Shri P.C. Bhattacharya, Governor, Reserve Bank of India,
Bombay.

Shri B. Venkatappiah, Chairman, State Bank of India,
Bombay. )

Shri A.M. Kelkar, Managing Director, Praga Tools, Hydera-
bad.

Shri Shenoy, Acting Managing Director and General Manager,
Indian Telephone Industries, Bangalore.

Shri B. V. Baliga, Managing Director, Bharat Electronics,
Bangalore.

Shri T. Shivshankar, Chairman, Damodar Valley Corpora-
tion, Calcutta.

Naval Commodore C. Bhushan, Managing Director, Garden
Reach Workshops, Calcutta.

Shri R. Subhiah, General Manager, Heavy Electricals, Bho-
pal.

Shri 8.I.. Shakdher, Secretary, Lok Sabha Secretariat, New
Delhi.

Shri B.R. Patel, General Manager, and Vice-Chairman, Air
India, Bombay.

Shri B. K. Kaul, Chairman, Life Insurance Corporation,
Bombay.

Shri J .M. Shrinagesh, fomerly Chairman, Hindustan Steel,
New Delhi.

Shri M.S. Rao, Chairman, Hindustan Steel, Ranchi.

Shri C.P. Shrivastava, Managing Director, Sluppmg Corpora-
tion of India, Bombay.

Shri P.A. Gopalkrishnan, Chairman, Indian Oil Company,
Bombay.

Shri H.N. Ray, General Manager, Damodar Valley Corpora-
tion, Calcutta.

Shri N. Mazumdar, Managing Director, National Instruments,
Calcutta.

Dr. 8.P. Chablani, Managing Director, Export Risk Insur-
anca Cornoration, Bombay.
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20.

21,

26.
27,
28,
29.

30.
31.

32.
33.
34,
35.
36.
317.
38.
39.
40.
41.
42,
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Shri I. Hydari, General Manager, Integral Coach Factory,
Perambur, Madras.

Shri S.K. Venkatachalam, Managing Director, Mogul Lines,
Bombay.

Shri M.N. Mallya, Joint Secretary, Lok Sabha Secretariat,
New Delhi.

lShl‘lS Jayaraman, Secretary, Hindustan Aircraft, Banga-
ore

Shri G. B. Kulkarni, FEconomic Adviser, State Bank of India,
Bombay.

Shri K.S. Krishna Moorthy, Commercial Manager, Bharat
Electronics, Bangalore.

Shri N. D. Hansotia, Chief Accounts Officer, Indian Rare
Earths, Bombay.

Shri K.L. Ghei, Additional Secretary, Ministry of Finance,
New Delhi.

Shri D. R. Madhok, General, Manager, Industrial Finance
Corporation, New Delhi.

Dr. Raj K. Nigam, formerly Director of Research, Company
Law Board, New Delhi.

Professor A.H. Hanson, University of Leeds, England.

Shri Prem Nath, Director of Commercial Publicity, Govern-
ment of India, New Delhi.

Shri S.M. Mazumdar, Assistant Director, Llstner Research,
All-India Radio, New Delhi.

Shri 8. M. Patil, Managing Director, Hindustan Machine
Tools, Bangalore.

Shri 8.K. Dutta, Senior Accounts Officer, National Instru-
ment Factory, Calcutta.

Shri M.M. Mehta, Deputy Secretary, Ministry of Finance,
New Delhi.

Captain Kirshna Dev, Commercial Manager, Mazagon Dock,
Bombay.

Naval Commodore B.S. Baswan, Managing Director, Maza-
gon Dock, Bombay.

Shri B. K. Madan, Executive Director, Reserve Bank of
India, Bombay.

Shri B.V. Ranganath, Public Relations Officer, Indian Oil
Company, Bombay.

Shri V.8. Desai, General Manager, Film Finance Corporation,
Bombay.

Shri Suku Sen, formerly General Manager, Bhilai Steel
Plant, now Technical Adviser, Hindustan Steel, Ranchi.
Shri A.S. Grewal, Deputy Secretary, Ministry of Steel, Mines
and Fuel, New Delhi.
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52.

53.

b7.
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69.

60.
6l.
62.
63.
64.

65.
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Shri S.K. Majumdar, Financial Controller, National Coal
Development Corporation, Ranchi.

Shri A H. Azad, Secretary, National Coal Development Cor-
poration, Ranchi.

Late Shri C. Konar, Financial Controller, Hindustan Steel
Ranchi.

Dr. Permanand Prasad, Economic Adviser, Hindustan Steel
Ranchi.

Professor V.V. Ramanadham, Osmania University, Hydera
bad.

Shri G.P. Ganguli, Chief Information Officer, Damodar Valle)
Corporation, Calcutta. «
Shri Satya Prakash, Public Relations Officer, Punjab Nationa
Bank, New Delhi.

Shri Ramesh Jamalabad, Chief Publicity Officer, Indian Air
lines Corporation, New Delhi.

Shri F.S. Mulla, Public Relations Officer, Tata Sons Ltd.
Bombay.

Shri Mahavir Swarup, Personnel Manager, Indian Telephone
Industries, Bangalore,

Shri S8.C. Banerjee, Public Relations Officer, Heavy Engi
neering Corperation, Ranchi.

Shri S.M. Wasi, Public Relations Adviser, Fertilizer Corpora-
tion of India, New Delhi.

Shri H.R. Rakshit, Public Relations Officer, Hindustan Steel,
Rancbi.

Skri P.U. Oza, Public Relations Officer, Lifc Insurance Cor-
poration, Bombay.

Shri P.M. Raje, Publicity and Public Relations Officer, Hin-
dustan Machine Tools, Bangalore.

*Shri S. Almedia, Public Relations Officer, Air-India, Bombay.

Shri R.P. Dhamija, Public Relations Officer, Central Ware-
housing Corporation, New Delhi.

Shri V.C. Tandon, Public Relations Officer, Heavy Electricals,
Bhopal.

Shri M.L. Kaul, Publicity Officer, Oil and Natural Gas Com-
mission, Dehra Dun.

Shri B. Mukhopadhyay, Joint.-Director, Public Relations,
Railway Board, New Delhi.

Shri 8. Ketharaman, Deputy-Director, Public Relations, Rail-
way Board, New Delhi.

Shri D. Shrinivasan, Public Relations Officer, National Coal
Development Corporatlon Ranchi.

Shri LY. Chandoke, Information Officer, Press Information
Bureau, New Delhi.
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66. Shri N.N. Nabis, J. Walter Thompson Company, Calcutta.

67. Shri M.S.V. Thatham, Secretary, Hindustan Organic Chemi.
cals, Bombay.

68. Shri P.C. Gupta, Assistant Audit Officer, Director of Com-
mercial Audit, New Delhi.
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Princeton University Press, New Jersey, 1951.

Plackard, Dwight H. and Blackmon, C.: Blueprint for
Public Relations, McGraw-Hill, New York, 1947.

Printers’ Ink Editors and Contributors : Public Relations
Idea Book, Printers’ Ink Publishing Company, New York,
1953.

Public Relations Journal : a monthly publication of the
Public Relations Society of America, 845 Third Avenue,
New York, 10022.

Schoenfed, Clarence'xA. : Publicity Media and Methods
(Their Role in Modern Public Relations), Macmillan, New
York, 1963.

Sills, Theodore R. and Lesly Philip : Public Relations,
Principles and Procedures, Irwin, Chicago, 1945.

Steinberg, Charles S.: The Mass Communicators, public
relations, public opinion and mass media, Harper Brothers,
New York, 1958.

Stephenson, Howard : Hand book of Public Relations,
MecGraw-Hill, New York, 1960,

Annual Reports:

1.

Floyd, Elizabeth R.: Preparing the Annual Report, American
Management Association, New York, 1960, (AMA Research
Study 46). !
Hanson, A.H.: Report on the Reports, the nationalised
industries, 1950-51, Spring 1952 issue of Public Administra-
tion, London, pp. 111-130. '
Meclaren, N.L.: Annual Reports to Stockholders, Ronald
Press, New York, 1947.

Nottage, Raymond : Reporting to Parliament on the
Nationalised Industries, Summer 1957 issue of Public Admi-
nistration, London, pp. 143-167.

Sanders, Thomas H.: Company Annual Reports to Stock-
holders, Employees and the Public. Division of Research,
Graduate School of Business Administration, Harvard Uni-
versity, 1949.

Sigband, Norman B.: Effective Report W&ing, Harper.
Brothers, New York, 1960. .



Publications of Research Programmes

1956

1957

Committee

Published Reports on research studies sponsored
by the Research Programmes Committee, Planning

Commission, New Delhi.

1. “Poona : A resurvey — The Changing Patterns of

1o

Employment and Earning,” by N. V. Sovani, D, P. Afi(8
and R. G. Pendse, The Gokhale Institute of Politics
& Economics, Poona ; (Publishers : Same) 1956 ; Rs. 15.
“Report on the Beggar Survey in Madras City’’ by
P. T. Thomas, K. V. Sridharan, A. K. Jagadecesn and
K. N. George, The Madras School of Social Work,
Madras ; (Publishers : Same) 1956 ; (Price : On enquiry).

3* «Studies in Economics of Farm Management in Uttal

4%

5*

6.

7*

10.

Pradesh, 1954-55,” by G. D. Agarwal, Government
Agmcultural College, Kanpur ; 1957.
“Studies in Economics of Farm Management in Punjab,
1954.-55,” by Ajaib Singh, Agricultural College, Ludhi-
ana ; 1957.
“Studies in Economics of Farm Management in West
Bengal, 1954-55,” by K. C. Basak and B. K. Choudhry,
Indian Central Jute Committee, Calcutta ; 1957.
“Investigation into the Working of the Bombay
Tenancy Act, 1948,” by V. M. Dandekar and G.J.
Khundanpur, The Gokhale Institute of Politics & Eco-
nomics, Poona ; (Publishers : Same) ; 1957 ; Rs. 7.50
¢Studies in Economics of Farm Management in Bombay,
1954-55,” by P. N. Driver and D. K. Desai, Agricultural
College, Poona ; 1957.
‘A Socio-economic Survey of Hyderabad-Secunderabad
City Area,” by S. Kesava Iyengar, The Indian Institute
of KEconomics, Hyderabad; (Publishers : Same) 1957 ;
Rs. 20.
“A Socio-economic Survey of Baroda City,” by H. C.
Malkani, M. S. Umversxt,y of Baroda, Baroda ; (Pubh-
shers : Same) 1957 ; Rs. 5
“Small-Scale Tadustries in Sivakasi and Sattur,” by
E. K. Warrier, Sri Venkateswara University, Tirupathi;
>ublishers : Manager, Publications Division, Govern-
ment of India Press, Delhi ; 1957 ; (Price : On eaquiry).
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1958

1959

11*

12,

13.

14.

15.

16.

17,

18*

19*

21.

PUBLIC ENTERPRISES IN INDIA

«Studies in Economics of Farm Management in Madras
1954-55,” by C. W. B. Zacharias, University of Madras,
Madras ; 1957.

«An Enquiry into the working of the Bombay Tenancy
and Agricultural Lands Act, 1948 (as amended upto
1953) in Gujarat (excluding Baroda district),” by M. B.
Desai, University of Bombay, Bombay ; Publishers :
Indian Society of Agricultural Economics, Bombay-1 ;
1958 ; Rs. 4.

“Report on the Administrative Survey of the Surat
District,” by Shri N. B. Desai, The Indian Society of
Agricultural Economics, Mahatma Gandhi Road,
Bombay-1 ; (Publishers : Same) ; 1958 ; Rs. 12.

“Small Scale Industries in Delhi,”” by P. N. Dhar, Delhi
School of Economics, University of Delhi, Delhi ; Publi-
shers : Asia Publishing House, New Delhi; 1958;
Rs. 10.

“An Inquiry into the Effects of the Working of Tenancy
Legislation in the Baroda district of Bombay State,”
by V. Y. Kolhatkar and S. B. Mahabal, M. 8. University
of Baroda, Baroda ; (Publishers : Same); 1958 ; (Price
on enquiry).

“Economic and Social Effects of Jagirdari Abolition
and Land Reforms in Hyderabad,” by A. M. Khusro,
Osmania University, Hyderabad ; (Publlshers Same) ;
1958 ; Rs. 8.

“Problems of Small Farmers — Report on an enquiry
into the problems of low income farmers in Kodinar
Taluka,” by C.H. Shah, TUniversity of Bombay,
Bombay ; Publishers : Indian Society of Agricultural
Economics, Bombay-1; 1958; Rs. 5.

“Studies in Economics of Farm Management in Uttar
Pradesh, 1955-56,” by G. D. Agarwal, Government
Agrncultural College Kanpur ; 1959.

“Studies in Economics of Farm Management in Pun]ab
1955-56,” by G. Ajaib Singh, Government Agricultural
College, Ludhiana ; 1959.

“Studies in Economics of Farm Management in West
Bengal 1955-56,”” by K. C. Basak and B. K. Choudhry,
Indian Central J ute Committee, Calcutta ; 1959.

“Hubli City : A Study in Urban Economic Life,” by
B. R. Dhekney, XKarnatak University, Dharwar ;
(Publishers : Same) ; 1959 ; Rs. 10.

“Studies in Economics of Farm Management in Bombay,.
1955-56,” by P. N. Driver and D. K. Desgi; Govern-
ment Agncultutal College, Poona ; 1959.
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23.

24,

25*

26.

27*

28*

29%

30*

31.

32%

33.

34*

35.

36.

“The Beggar Problem in Metropolitan Delhi,”” by M. 8.
Gore, Delhi School of Social Work, Delhi ; (Publishers :
Same) ; 1959 ; Rs. 10.

“Cooperative Farming in Gujarat,”” by the Gujarat
Co-operative Farming Survey Committee, Ahmedabad ;
Publishers : The Indian Society of Agricultural Econo-
mics, Bombay-1 ; 1959 ; Rs. 6.

“Studies in Economics of Farm Management in Madhya
Pradesh, 1955-56,” by P.N. Mathur, The Gokhale
Institute of Politics and Economics, Poona, 1959. <
“Socio-economic Survey of Jamshedpur City”’, By B. R.
Mishra, Patna University, Patna ; (Publishers : SameL'a
1959 ; Rs. 10.

““Studies in Economics of Farm Management in Madras
1955-56,” by C. W. B. Zacharias, University of Madras,
Madras ; 1959.

“Studies in Economics of Farm Management in U.P.
1956-57,” by G.D. Agarwal, Government Agricultural
College, Kanpur ; 1960.

“Studies in Economics of Farm Management in Punjab,
1956-57,” bv Ajaib Singh, Government Agricultural
College, Ludhiana ; 1960.

“Studies in Economics of Farm Management in West
Bengal 1956-57", by K. C. Basak and B. K. Chaudhry,
Indian Central Jute Committee, Calcutta ; 1960.

«The Ex-Criminal Tribes of Delhi State,” by P.C.
Biswas, University of Delhi, Delhi; Publishers:
Hindustan Publishing House Corporation, Jawahar
Nagar, Delhi-6 ; 1960 ; Rs. 18.

“Studies in Economics of Farm Management in Bombay
1956-57’, by P. N. Driver and D. K. Desai ; Govern-
ment Agricultural College, Poona ; 1960.

“Influence of Mettur Irrigation and Hydro-Electric
Project on  Agriculture and Agro-Industries”, by
S. Krishnamurthi, Annamalainagar University, Anna-
malainagar (S. I.) (Publishers : Same), 1960 ; (Price : On
enquiry).

“Studies in Economics of Farm Management in Madhya
Pradesh, 1956-57°, by P. N. Mathur, The Gokhale
Institute of Politics and Economics, Poona ; 1960.
“Social contours of an Industrial City — Social Survey
of Kanpur,” by D, N. Mazumdar, Lucknow University,
Lucknow ; Publishers : Asia Publishing House, Bombay ;
1960 ; (Price : On Enquiry).

“A study of Economy of Fisher-folk in Kerala,” by
?. R. Pillai, Kerala University, Trivandrum; Publi-
shers : Manager, Publications Division, Government of
India, Delhi ; 1960 ; (Price : On enquiry).
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37.

38.

39.

1961 40.

41,

42,

43.

44,

45.

46.

47,

1962 48,
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“Some Economic Aspects of the Bhakra Nangal Pro-
ject,” by K. N. Raj, Delhi School of Economics, Univer-
sity of Delhi, Delhi ; Publishers : Asia Publishing House,

. Bombay ; 1960 ; Rs. 11-25.

¢‘Grain Banks in Marathwada (Maharashtra State),” by
N. P. Ranbhise, Marathwada University ; Aurangabad-
Deccan ; (Publishers : Same) ; 1960 ; Rs. 8.

“The City of Calcutta — A Socio-economic Survey
1954-55 to 1957-58,” by S. N. Sen, Calcutta University,
Calcutta, Publishers : Bookland DPrivate Limited,
Calcutta ; 1960 ; Rs. 30.

“Report on the Kconomic Survey of Madras City
(1954-57),” by N. Balakrishna, University of Madras,
Madras ; Publishers : Manager, Publications Division,
Government of India, Delhi ; 1961 ; (Price : On enquiry).

“The XEconomics of Small-scale Industries,” by Baljit
Singh, Lucknow University, Lucknow ; Publishers :
Asia Publishing House, Bombay ; 1961 ; Rs. 12.

“Small-Industry in a Big City — A Survey in Bombay,”
by D. T. Lakdawala and J. C. Sandesara, University of
Bombay, Bombay ; Publishers : Vora & Co. Publishers
Private Limited, Bombay ; 1961 ; Rs. 20,

«Effect of land reforms in Saurashtra,” by R. RR. Mishra,
Dharmendrasinghji College, Rajkot ; Publishers : Vora
& Co. Publishers Private Ltd., Bombay ; 1961 ; Rs. 12,

“Social Profiles of a metropolis — City or Lucknow,”
by R. K. Mukerjee and Baljit Singh, University of
Lucknow, Lucknow ; Publishers : Asia Publishing
House, Bombay ; 1961 ; Rs. 20.

“Refugees — A Study in Changing Patterns,” by R. N.
Saxena, Institute of Social Science, Agra University,
Agra ; Publishers : Asia Publishing House, New Delhi ;
1961 ; Rs. 12-50.

“Report on a Survey of Urban Employment and
Unemployment in Assam,” by V. D. Thawani and
S. Sarangapani, Gauhati University ; (Publishers :
Seme) ; 1961 ; (Price : On enquiry).

“Keconomic Development and Exports — A Study of
the Impact of Indian Kconomic Development on
Exports,” by Bhabatosh Dutta, Presidency Coliege,
Calcutta ; Publishers : The World Press (Private) Ltd.,
Calcutta ; 1961 ; Rs. 25.

‘Planning in Uttar Pradesh — A Study of Co-ordination
of Planning at State level in U. P,,”” by P. N. Masaldan,
University of Lucknow, Lucknow ; Publishers. Vora &
Co. Publishers Private Ltd.,, 3, Rouna Building,
Bombay-2 ; 1962 ; Rs. 3.
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49.

50.

H4*

v
(13

57.

58.

59.

60*

6l.

«“Himalayan Polyandry,” by D. N. Mazumdar : Univer-
sity of Lucknow, Lucknow ; Publishers : Asia Publishing
House Bombay ; 1962 ; Rs. 32.

“Socio-Economic Survey of Bhilai Region — Part I,”
by M. M. Mehta, Director, Directorate of Economics
& Statistics, Bhopal, Madhya Pradesh; (Publishers :
Same) 1962 ; (Price : On enquiry).

. “A Study of Prostitutes in Bombay,’’ by S. D. Punekar

and Miss Kamala Rao, Association for Moral and Social
Hygiene, Maharashtra Branch; Publishers: Allied
Publishers Private Ltd., Ballard Iistate, Bombay-»;
1962 ; Rs. 12-50.

“Studies in the Economics of Farm Management in the
Punjab (Combined Report 1954-55 to 1956-57), by Ajafh
Singh, Deputy Director of Agriculture, Punjab ; 1963.
“Studies in Kconomics of Farm Management in West
Bengal (Combmmed Report for the ycars 1954-55 to
1956-57)” by K.C. Basak, Indian Central Jute Committee,
Calcutta ; 1963.

“Land Reforms in West Bengal,”” by S. K. Basu, Uni-
versity of Calcutta, Calcutta ; Publishers : Oxford Book
and Stationery Co., Calcutta—16 ; 1963 ; Rs. 15.
«Evaluation of Damodar Canals (1959-64),” by S. K.
Basu and 8. B. Mukherjee, Publishers : Asia Publishing
House, London ; 1963 ; (Price : On enquiry).

“Report on a Follow-up study of institutionalised
Women in Bombay, Poona and Nagpur,” by Indian
Conference of Social Work, Maharashtra State Branch,
Bombay-1 ; (Publishers : Same); 1963 ; (Price: On
enquiry).

«“Group Relations in Village Community,” by Mrs.
Irawati Karve and Y. B, Damle, Deccan College, Poona;
(Publishers : Same) ; 1963 ; Rs. 20,

«“Work, Wages and Wellbeing in an Indian Metropolis :
Economic Survey of Bombay City,”” by D. T. Lakdwala,
J. C. Sandesara, V. N. Kothari and P. A. Nair, Univer-
sity of Bombay, Bombay ; (Publishers : Same); 1963 ;
Rs. 36-50.

«Urban Income and Saving” by P. 8. Lokanathan,
National Council of Applied Economic Research,
(Publishers : Same) ; 1963 : Rs. 9.

“Studies in the Economics of Farm Management in
Madhya Pradesh, (Combined Report for the years
1955.56 and 1956-57),” by P. N. Mathur, The Gokhale
Institute of Politics and Economics, Poona ; 1963,
“Small-scdle and Cottage Industries in Saugar District,”
%y J. N. Mishra, University of Saugar, Sagar (M. P.),
(Publishers : Same) ; 1963 ; Rs, 7-50.
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1964

62.

63:

64.

65.

66.

67.

68,

69.

70.

71.

72.

73.
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“The Economic and Social Effects of Zamindari Aboli-
tion in Andhra” by B. Sarveswara Rao, Andhra
University, Publishers : Manager of Publications,
Government of India, Delhi ; 1963 ; Rs. 18:50.

Benefit — €ost Evaluation of the Cauvery-Mettur
Projects,” by K. S. Sonachalam, Annamalai University,
Annamalainagar, (South India) (Publishers : Same) ;
1963; Rs. 15.

««A Pilot Study of Field Labourers’ Cooperative Societies
in Andhra Pradesh,’”” by S. V. Ayyar, The Indian Insti-
tute of Economics, Hyderabad ; (Publishers : Same) ;
1964 ; (Price : On enquiry).

“Hire Purchase Survey in Greater Calcutta’ by Prof.
S. K. Basu and 8. B. Mukherjee, University College of
Arts, Calcutta University, Calcutta ; Publishers : Oxford
Book Company, New Delhi, Kharagpur and Calcutta ;
Rs. 15.

¢«Problems of Rapid Urbanisation in India,” by Jal F.
Bulsara, Park House, 81, Woodhouse Road, Bombay ;
Publishers : Popular Prakashan 36-C Tardev Road,

Bombay 34 ; 1964 ; Rs 20,

“Report on Consolidation of Holdings in Madhya
Pradesh (Pilot Survey, 1956-57),” by N. M. Joglekar,
Nagpur University, Nagpur ; Publishers : Manager,
Publications Division, Government of India ; 1964 ;
(Price : On enquiry).

“Socio-economic Survey of Bhopal City and Bhaira-
garh” by P. C. Malhotra, Government Hamidia Arts
and Commerce College, Bhopal; Publishers : Asia
Publishing House, Bombay ; 1964 ; Rs. 25.

“Tribal Life in Gujarat,” by P. G.Shah, Gujarat Re-
search Society, Bombay-52; (Publishers : Same) Sole
Distributers ; Bhartiya Vidya Bhawan, Chaupctty,
Bombay-7 ; 1964 ; Rs. 20. (Outside India — Rs. 23).

“The Control of Public Enterprises in India” by V. V.
Ramanadham, Osmania  University, Hy:d~rabad;
Publishers : Asia, Publishing House, Bombay ; 1964 ;
Rs. 28.

“A Study of Land Reforms in Uttar Pradesh’’ by Prof
Baljit Singh and Dr. Shridhar Misra, Lucknow Univer-
sity, Lucknow; Publishers: Oxford Book Company,
Calcutta, Kharagpur and New Delhi ; 1964 ; Rs. 15.
<Benefit-Cost Analysis of the Sarda Canal System” by
Baljit Singh and Shridhar Misra, Lucknow University,
Lucknow ; Publishers ; Asia Pubhshmg House, Bombay;
Rs. 25. :
“Planning and the People — A Study of Rublic Parti-
cipation in Planning in Uttar Pradesh” by P. N.
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1965 74.

-1
(=24
.

76.

71.

78.

79.

80.

81.

82.

83.

Masaldan : Publishers ; Asia Publishing House Bombay;
1964 ; Rs. ]O.
«A Study of Land Reforms in Rajasthan” by Dool
Singh, Birla College, Pilani, Sole Distributors : Stu-
dents’ Agency, Birla Vidyavihar, Pilani (Rejasthan) ;
1965 ; Rs. 22:50 ; Dollar 6:00 ; Sh. 42. ’
«Evaluation of the Benefits of the Nizamsagar Irriga-
tion Project” by Mrs. M. F. Jussawala, Nizam College,
Osmania University, Hyderabad ; (Publishers : Same) ;
1965 ; (Price : On enquiry).
<A District Town in Transition — Social and Econossic
Survey of Gorakhpur” by Radhakamal Mukerjee and
Baljit Singh, Lucknow University, Lucknow ; Publi-
shers : Asia Publishing House, Bombay; 1965 ; Rs, 2» -
“Report on a Survey of the Role of the Village Pancha-
yats in Community Development Administration in the
District of Sagar (M. P.)” by Dr. M. P. Sharma, the
Department of Political Science, University of Saugar,
Sagar (M. P.); (Publishers : Same) ; 1965 ; (Price : On
enquiry).
“Case Studies in Industrial Relations,’”” by N. N. Shukla
and Y. Ramaswamy, Gujarat Research Society, Sam-
shodhan Sadan, Khar, Bombay-52 ; (Publishers : Same) ;
Sole Distributors Popular Prakashan, Bombay ; 1965 ;
Rs. 15.
*“The Social Dynamics of a Growing Town and its
Surrounding Area,” by Irawati Karve and J. S.
Ranadive, Deccan College, Postgraduate and Research
Institute, Poona ; (Publishers : Same) ; 1965 ; Rs. 12.
«All India Rural Household Survey — Saving, Income
and Investment,” by P. S. Lokanathan, National Coun-
cil of Applied Economic Research, New Delhi ; (Publi-
shers : Same) ; 1965 ; Rs. 15, $4,00, Sh. 25,
“Cultural Change among the Munda and the Oraon” by
Prof. 8. Sachchidananda, Bihar University, Ranchi ;
]I?{ublishers : Bookland Private Ltd., Calcutta ; 1965
8. 12,
“Social Revolution in a Kerala Village — A Study in
culture change’” by A. Aiyappan, Department of
Anthropology, Utkal University, Bhubaneswar, Orissa ;
Publishers : Asia Publishing House, Madras ; 1965 ;
Rs. 16-00.
Greater Delhi — A Study in Urbanisation 1940-1957 by
Prof. V.K. R.V. Rao and P. B. Desai ; Publishers :
Asia Publishing House, Bombay, Calcutta, New Delhi,
h%ad;gs, Bangalore, Lucknow, London and New York;
8. 40-00. :
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84. “Economic Survey of Jaipur City by Prof. M. V. Muthur,
D. L. Gupta, R. J. Chelliah, Deptt. of Economics,
University of Rajasthan, Jaipur ; Rs, 7-50.

85. Criteria for apprising the feasibility of Irrigation Pro-

‘jects, Research Programmes Committee, Planning
Commission, New Delhi, 1965.

86. Seminar on Land Reforms, Proceedings and Papers :
Socio-Economic Research Division, Planning Commis-
sion, New Delhi ; Feb. 1966.

* l?\portrdh Farm Management Studies are issued by the Directorate
of Econdtnics and Statistics, Ministry of Food and Agiiculture, Govern=
. vipewt 8WThdia, New Delhi; Price : On enquiry,
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