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INTRODUCTION

Public administration refers to the process of implementation of governmental policy
by the people who have been appointed for the same, namely, the civil servants. It
is also an academic discipline that studies this process of implementation and also
prepares the civil service aspirants for the task ahead. It is an essential subject for
the students of political science as well.

Public administration has a direct influence on the overall quality of life of
the masses. It is concerned with that part of the government which is action-
oriented. Public administrators are looked upon as the people who design important
public policies aimed at the betterment of cities and villages through planning,
development and management. To put it simply, public administrators help to
improve the future of the community in general. A study of public administration
would require focus on many issues including citizen participation, local autonomy,
public administration strategies, innovative governance, public services, conflict
resolution, demographic imbalances/transitions and healthcare.

In India, public administration is basically carried out by the Indian
Administrative Service or the IAS. The Indian administrative structure is basically
a legacy of British colonial rule. The different structural and functional features of
Indian administration, such as the secretariat system, all-India services, local self-
government, district administration, budgeting, auditing, police administration,
revenue administration, and so on, have their genesis in the British Raj.

According to its Constitution, India is a ‘sovereign, socialist, secular,
democratic republic’. The country has a federal form of government. Its union
government is divided into three separate, but interrelated branches, namely
legislative, executive and judicial. As in the British parliamentary model, the
leadership of the executive is drawn from and responsible to the legislative body,
i.e., Indian Parliament. Article 50 of the Constitution stipulates the separation of
the judiciary from the executive. However, the executive controls judicial
appointments and many of the conditions of work. Different statutory commissions
have been constituted to ensure democratic functioning of the administrative
institutions in the country.

This book Public Administration has been designed keeping in mind the
self-instruction mode (SIM) format. It follows a simple pattern, wherein each unit
of the book begins with the Introduction followed by the Objectives for the topic.
The content is then presented in a simple and easy-to-understand manner and is
interspersed with Check Your Progress questions to reinforce the student’s
understanding of the topic. A list of Self-Assessment Questions and Exercises is
also provided at the end of each unit. The Summary and Key Terms further act as
useful tools for students and are meant for effective recapitulation of the text.
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UNIT 1 INTRODUCTION TO PUBLIC
ADMINISTRATION

Structure

1.0 Introduction
1.1 Objectives
1.2 Meaning, Nature and Scope of Public Administration
1.3 Public and Private Administration
1.4 New Public Administration
1.5 Answers to ‘Check Your Progress’
1.6 Summary
1.7 Key Terms
1.8 Self-Assessment Questions and Exercises
1.9 Further Reading

1.0 INTRODUCTION

Public administration is a subject that deals with the implementation of governmental
policies. It can be studied both as a disciplinary science and an applied science. Its
various phases of growth and development stretch to the limits of new public
administration, which inadvertently acts as a tool for the understanding of new
public management in a globalized era.

Public administration has become all the more important due to the increasing
complexity of modern life. The intervention by the state is required in the day-to-
day activities of citizens. Today, virtually all aspects of a citizen’s life come into
contact with some government agency or the other. The need for high degree of
specialization in industrial products has made it necessary for the people to live in
bigger cities. The means of production have become rather complex requiring
greater organizational efforts. The number of socio-economic activities has
increased manifold making it impossible to manage them privately or even by
village or city communities. This is why the intervention of the government has
become essential to provide the required infrastructural facilities for organizing
production and for facilitating community living. For example, for transporting raw
materials to the manufacturing enterprises as well as facilitating the distribution of
the goods produced, it has become necessary to build roads and railways. Not
only that, such facilities are also necessary for meeting the modern day compulsion
of human beings to move over long distances. Likewise, telephones, microwave
transmissions, satellite communication and other communication facilities need to
be provided to meet new Information Technology (IT) requirements of the people.
All these need heavy investments which cannot be made by individuals and local
governing bodies. Only the national government can afford such investments.
Hence, there has been remarkable increase in the interaction between the citizens
and the government.
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1.1 OBJECTIVES

After going through this unit, you will be able to:

 Discuss the nature and scope of public administration

 Differentiate between private and public administration

 List the various recommendations of the Honey Report on higher education
for public services

 Explain the meaning and scope of new public management

1.2 MEANING, NATURE AND SCOPE OF
PUBLIC ADMINISTRATION

Public administration refers to the management of those public programs which
interact with the residents of a community or region. Public administration has
various approaches and in the present times its profile is changing continuously.

It is a part of the wider term ‘administration’. To understand the meaning of
public administration you must first try to understand what administration means.
Public administration is centrally concerned with the organization of government
policies and programmes as well as the behaviour of officials (usually non-elected)
formally responsible for their conduct.

The meaning of the public administration can be studied from the following
points of view:

 Its significance as an instrument of governance

 Its significance as an instrument of development and change

 Its significance in modern domestic welfare state

The most important function of the government is to govern, i.e., to maintain
peace and public order and to ensure the safety and security of the life and property
of the citizens. It has to ensure that the contracts are honoured by the citizens and
their disputes settled. The most significant role of the government is to be fulfilled
through the instrument of public administration. In the beginning of the civilization
this was probably the only function performed by public administration. As
civilization has advanced, many important functions have been taken by the
Government, but, the importance of this basic function should not be minimized.
Worthwhile progress or development is possible only when the citizens can live in
peace. The continuing performance of this function is like the presence of oxygen
in the air that you breathe.

Public administration needs to play a very significant role as an instrument
of development and change. The administration of a country reflects the genius of
its people and embodies their qualities, desires and aspirations. Whenever people
decide to proceed on the road to development, their main instrument is public



NOTES

Introduction to Public
Administration

Self - Learning
Material 5

administration. They need trained manpower to run schools, colleges and technical
institutions. They need technical manpower to build roads, bridges, buildings and
to run machines in the industries. They need scientific manpower to undertake
research and development.

It is a well-developed public administration that makes all this possible. It is
true that part of the effort comes in the private sector, but it alone cannot complete
the task. A lot of basic infrastructure has to be developed for which the private
initiative is usually not forthcoming. For example, nationwide rail transport,
telecommunication network, fundamental research are all to be organized by the
Government.

In several development areas, initial thrust has to be provided by the
Government. All this is not possible without a well-developed public administration.
This fact was also highlighted by the American administrators and private aid giving
agencies who took up the task of assisting the developing countries. It was their
experience that the recipient countries could not make much use of their assistance
because they did not have well-equipped administrative machinery to absorb it.
The equipment provided by them could not be used for want of skilled manpower.
Financial assistance could not be channelized into productive schemes. The first
task of developing countries is, therefore, to develop adequate administrative
machinery, which can take up the diverse tasks required for all round development.

In a modern democratic welfare State, the Government has to provide many
services for the welfare of its citizens. It includes the provision of schooling, medical
facilities and social security measures. With the breakdown of joint families, the
problem of looking after the old and infants, orphans and widows comes up. With
the slowing of economic activity, the problem of unemployed youth crops up. The
development process brings up many new problems like those of urban slums and
juvenile delinquents. The welfare state has to identify these problems and devise
solutions for them. The formulation of these schemes and their implementation is
another significant function of public administration. Public administration is thus
not only a protector of citizens from external dangers or internal disorders, but has
become the greatest provider of various services. The welfare of people depends
very much on the way the public administration functions. No wonder today’s
state has been called an ‘administrate state’.

With the increasing complexity of modern life, the importance of public
administration has been increasing. This is because of the need for intervention by
the State in the day-to-day activities of the citizens. There is hardly any aspect of
a citizen’s life which does not come into contact with some government agency or
the other. In the ancient times the needs of the citizens were limited. They could,
therefore, live in more or less self-sufficient village communities producing in the
village itself whatever they needed for their simple existence. The scientific and
industrial revolutions have changed the situation. The industrial products require a
degree of specialization which makes it necessary for the communities to live in
bigger cities. The means of production have become rather complex and require a
much greater degree of the organizational effort.
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A number of activities can no longer be organized by the citizens privately
or even by village or city communities. The national government and the State and
the local governments have, therefore, come forward to provide the necessary
infrastructural facilities for organizing production as well as for facilitating community
living. For example, roads and railways have to be built to facilitate the transport
of raw material to the site of production as well as to facilitate the distribution of
the manufactured goods. These facilities are also required to meet the needs of the
citizens in moving over long distances required by modern day living. Similarly,
communication facilities like the telephones, microwave transmissions, satellite
communication, etc. have to be provided to meet the needs of the communities.
All these require massive investments in human and material resources far beyond
the capacity of small village or even city communities. These investments have to
be made by the national government and administered with the help of the local
governments and the local communities. Apart from the financial investments, a lot
of organizational effort is required to meet these needs of the citizens.

Public administration consists of the actions undertaken by the government
to look after its people or to manage its affairs. Before discussing the various
interpretations developed regarding the concept of public administration, it seems
pertinent to understand the meaning of the terms ‘public’ and ‘administration’
separately.

The word ‘public’ stands for the people of a definite territory or state. As
the will of the people of a state is represented by the government, the word ‘public’
also connotes a specialized meaning, i.e., governmental. Therefore, when acts of
administration are performed by the government it is called ‘public administration’.
Those acts which are performed by the individuals in their own capacity are termed
as private administration.

In simple words ‘administration’ means the ‘management of affairs’ or
looking after people. It is a process of management which is practiced by all kinds
of organizations from the household to the most complex system of the government.
Whenever two or more people cooperate they accomplish common goals, an
administrative activity is assumed to have been involved. In the words, of H. Simon,
‘Administration can be defined as the activities of groups cooperating to accomplish
common goals.’ James L. McCanny defined administration in these words,
‘Administration is the organization and use of men and materials to accomplish a
purpose. It is the specialized vocation of managers who have skills of organizing
and directing men and materials just as definitely as the engineer has the skill of
building structure or a doctor has the skill of understanding human ailments.’
According to J.M. Pfiffner, ‘administration is the organization and direction of
human and material resources to achieve desired ends.’ J.S. Hodgson describes
administration as ‘a kind of activity found in both public and business affairs.’ It
means getting things done, a process which is concerned much more with relations
between persons than with manipulation of objects. Therefore, in short,
administration means proper organization of men and material in pursuit of desired
ends.
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Nature and Scope of Public Administration

There are different opinions about the scope of public administration whether it is
the managerial part of the governmental work or the entire complex of activities of
only executive branch of government or of all branches, i.e., legislative, executive
and judicial. There are thus two divergent views regarding the scope of the study
of public administration.

 Integral view: Public administration is a sum-total of all the activities
undertaken in pursuit of and in fulfilment of public policy. These activities
include not only managerial and technical but also manual and clerical. Thus,
the activities of all persons working in an organization from top to bottom
constitute administration. In other words, public administration is conceived
in a comprehensive sense to include all the activities of the government
whether they are performed in the executive, legislative or judicial branches
of the government. Public administration consists of all those operations
having for their purpose the fulfilment or enforcement of public policy.

 Managerial view: The work of only those persons who are engaged in
the performance of managerial functions in an organization constitutes the
administration. It is these persons who shoulder the responsibility of keeping
the enterprise on an even keel and to run it most efficiently. Their job is to
plan, programme and organize all the activities in an organization so as to
achieve the desired ends.

Planning means working out broad outline of the things that need to be done
and the method to be adopted to accomplish the proposed set for the enterprises.
Organizing means building up the structure of authority through which the entire
work to be done is properly arranged and defined in order to achieve the desired
goals. Staffing means appointing suitable persons to the various posts under the
organization. It covers the whole of personnel management. Directing means making
decisions and issuing orders and instructions and embodying them for the guidance
of the staff. Coordinating means interrelating various parts of the work and, thus,
eliminating the overlapping and conflict in different activities of an organization.
Reporting means keeping both the supervisors and subordinates informed of what
is going on and arranging for the collection of such information through inspection,
research and records. Budgeting means fiscal planning accounting and control,
i.e., all the activities relating to financial management.

The scope of public administration can be divided under two broad heads,
namely, principles of public administration and sphere of public administration.

Viewed from the jurisdictional point of view, the sphere of public
administration includes the central government, state government, its regional and
local authorities and also the public corporations.

Thus, public administration, in sum, includes the totality of government activity,
encompassing exercise of endless variety and the techniques of organization and
management whereby order and social purpose are given to the effort of vast
numbers.
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A more comprehensive account of the scope of public administration has
been given by Walker. He has divided it into two parts:

1. Administrative theory: It includes the study of structure, organization,
functions and methods of all types of public authority engaged in carrying
out the administration at all levels, i.e., national, regional, local, etc.
Further, it is a study of all problems connected with the external control
of Parliament and the Cabinet over administration, internal control of
administrative machinery, judicial control over administration,
administrative tribunals, planning, programming and execution of public
actions, recruitment of personnel and problems connected therewith
research, information, public relations, etc. The emphasis is to find out
certain principles of administrative actions which can be usefully applied
in practical administration.

2.  Applied administration: It is difficult to give a comprehensive statement
as to what ‘applied administration’ should exactly include because of
the new and fast-growing field of public administration. Walker has made
an attempt to classify the main forms of applied administration on the
basis of ten principal functions, which are as follows:
 Political: It includes a study of executive–legislature relationship,

politico-administrative activities of the Cabinet, minister-official
relationships, etc.

 Legislative: It includes delegated legislation, preparatory work done
by the officials in drafting of bill for the enactments, etc.

 Financial: It includes the whole of financial administration from
preparation to the enactment of budget, etc.

 Defensive: It includes a study of military administration.
 Educational: It covers all aspects of the educational administration.
 Social: All administration in the social field such as housing, food,

social security and employment, etc.
 Economic: It covers all administrative activities in the economic fields,

i.e., industries, agriculture, foreign trade, commerce, public enterprises,
etc.

 Foreign: It covers foreign administration, which includes international
cooperation, international agencies for international peace, prosperity,
diplomacy, etc.

 Imperial: It includes problems and techniques of imperial domination
over other nations, etc.

 Local: It covers the administration of local bodies.

Although there is much overlapping in the classification of Walker, it is a
good attempt at an exhaustive definition of the applied administration. In a more
summarized form, you can say that the applied administration includes the study of
administration in the various countries of the world, of various departments of
services in the progressive states, of organization at various levels, i.e., governmental,
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local, national and international of the historical development of the administrative
methods and techniques and of problems connected with international organizations.

People and government expectations

It may be observed that public administration is only a means to attainment of the
objects of the state itself. The scope of public administration varies with people’s
expectations of what they should get from the government. A century ago they
expected chiefly to be left alone. Now they expect a wide range of services and
protection. Throughout the world the demands made by people from governments
have continually increased and in time to come they would further increase. The
expansion of government functions inevitably means more of the administrative
agencies, more officials and employees. The administrative system consequently
grows and becomes diverse. Hence, it is quite natural that although public
administration learns the administrative branch of the executive organ only, but still
its range is quite wide as it varies with people’s idea of a good life.

Check Your Progress

1. What does a country’s public administration system reflect?

2. What does public administration include from the jurisdictional point of
view?

1.3 PUBLIC AND PRIVATE ADMINISTRATION

The term public administration appears to suggest that there must be non-public
or private administration also. Some thinkers believe that all the administration is
one and there is no difference between public or private administration. There is
difference of opinion regarding the relationship between public and private
administration. There are some thinkers who consider that there is no difference
between the two and that the administrative activities and techniques are similar in
all organizations, whether they be private or public. Urwick, Mary Parker Follet
and Henri Fayol subscribe to this view. According to H. Fayol, ‘you are no longer
confronted with several administrative sciences but with one which can be applied
equally well to public and private affairs.’

Similarities between Public and Private Administration

Various thinkers suggest various points of similarities between the two. First, many
skills, techniques and procedures adopted in private and public administration are
the same, e.g., accounting, office procedure and management, etc. This view holds
true because of the fact that there is an occasional inter-change of personnel between
the two. It would not have been possible, had there been difference in the working
of the private and public administrative organizations.

The public and private administration shows a number of similarities in
practice. We usually say that all those activities which are performed by the
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governmental agencies or public agencies form part of public administration while
those performed by the private agencies are called private administration. There
are, however, many activities which are performed both by private and public
agencies. For example, business activities were mainly performed by private
organizations. But, the Government has taken upon itself many economic and
business activities, which hitherto were the preserves of private administration.

This has given rise to a new form of organization, namely, a public corporation,
which is very much different from the usual departmental form of the organization
prevalent in the Government. This form of organization has become necessary to
provide public administration sufficient flexibility necessary for running business
enterprises in developing countries like India. The public sector has come to occupy
a very important position in the economic organization of the country. The role of
public corporations has, therefore, gone up tremendously, giving rise to the
phenomenon of adopting the business practices of private organizations in the
Government. It has also been increasingly realized that there are many skills,
techniques and procedures, which are common to both public and private
administration. For example, accounting, statistics, office management, office
procedures, purchases, disposals and stocking and many other activities are
common to both public and private administration.

There are four basic elements of similarity between the public and private
administration, which are as follows:

1. The cooperative element: Public administration is a cooperative group
effort in a public or private setting. In every human organization, be it
private or public, the key to successful operations is the effective utilization
of human and physical resources. Though the purposes or goals of these
organizations may vary but the common factor is the element of
cooperation which is present in both.

2. The large size of organizations: In all the organizations where the
number of employees is substantially high, the bureaucratic element is
present. As it become difficult for one person to look after all the
employees, the intermediate levels of supervisions are required. In other
words, various levels of hierarchy evolve and the organization grows in
complexity. Thus, bureaucracy is another major element of similarity
between the two.

3. Scientific analysis: Scientific analysis involves breaking down each
task into its component parts, studying the movement of the workers,
the use made of materials and equipment, experimenting with different
work methods and procedures and finally adopting those which proved
most efficient. This scientific technique is increasingly used in both public
as well as private administration.

4. The human relations approach: The human relations approach is the
main focus of similarity between the two.

Though there are certain points of similarity between the public and private
administration yet no private organization can ever be exactly same as a public
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one. The following are some points of differences between the two types of
administration:

 Political direction: The primary distinction between public and private
administration lies in the fact that unlike public administration, private
administration is not subjected to political direction, save in times of the
gravest emergency. The ends it pursues are of its own device. Its
objectives generally do not depend upon political decisions. But the
administrator under public administration has to carry on the orders
which he gets from the political executive with little deciding power of
his own.

 Profit motive: Public administration is conducted with the motive of
service while the motive of private administration is profit-making. If the
establishment of a textile mill brings more profit to the capitalist than the
establishment of a sugar mill, the former will be preferred by him, however
urgent the need of the latter may be. If private administration is useful to
the public, its service to it is a by-product of profit-making. In public
administration some functions are performed by the state, which are
entirely money-consuming functions, for instance, running of a government
school or hospital.

 Service and cost: In the matter of public administration only such
amount of money is raised by taxation which is necessary for the rendering
of the service. In other words, there is an intimate relationship between
the service rendered and the cost of service charged from the public. A
government budget is generally a deficit budget, i.e., expenditure
exceeding the income. In private administration, income often exceeds
expenditure because there is usually an attempt made to extract as much
money as possible through the sale of products or services.

 Nature of functions: Public administration is more comprehensive than
private administration. It deals with the various types of needs of people,
for example, in most countries, it maintains railways to facilitate movement
of goods and passengers, provides posts and telegraphs to facilitate
communication, maintain hospitals and dispensaries to protect public
health. In a socialistic state the scope of state activity is still greater since
its aim is to achieve greatest happiness of the greatest number. Private
administration does not usually cover the economic needs of life. Public
administration carries out functions, which are vital for the very existence
of the people, for instance, defence of the country and maintenance of
law and order. Private administration is concerned with less vital
functions, e.g., manufacture of cloth, supply of sugar, etc., Besides, public
administration own monopoly in some of the services, for example, in
India, it alone runs railways, manages posts and telegraphs and maintains
an army. No private individual can undertake any of these functions. In
private administration more than one organization undertakes the same
activity, e.g., supply of cloth, plying taxis for hire, etc.
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 Public responsibility: Public administration has responsibility to the
public. In the words of P.H. Appleby, ‘Government administration differs
from all other administrative work by virtue of its public nature, the way
in which it is subject to public scrutiny and outcry.’ On the other hand,
private administration is only responsible about the people indirectly
and generally it secures its own ends and not the welfare of its people.

 Uniform treatment: Public administration should be consistent in
procedure and uniform in dealings with the public. An official cannot
show favour to some people and disfavour to others. A private
administration, on the other hand need not worry about the uniformity in
treatment. A shopkeeper selling cloth may give cloth on credit, but a
clerk in a post office will not sell stamps on credit.

 Public relations: Public and private administration also differ on the
principle of public relations. In the business world it is employed to win
customers, by window displaying, free samples, design and colour of
labels.

 Efficiency: It is felt that private administration is superior in efficiency
to public administration. The glamour for ‘a businessman’s government’
or ‘Commercialization of the whole machinery of government’ or
privatization of the octroi, electricity production and distribution, etc.,
shows that the people regard private administration more efficient which
enjoys certain advantages, e.g., differential wage payment as incentive
to increase production and to attract staff of superior ability from rival
firms, etc., over public administration which is marked by red tapism,
extravagance, corruption and inefficiency. In a private administration
the incentive of more profits impels the individual to devote himself whole-
heartedly in his business. But it does not mean that private administration
is always efficient, or public administration is always inefficient. If the
incentive of cash profits is lacking in public administration then the
incentive and desire to make one’s own administration successful and
win public approval is present there and with this incentive the
administrators devote themselves whole-heartedly to achieve the
efficiency of the office.

 Organization: Though the principle of ‘organization’ is relevant to both
public and private administration, yet it has greater social consequences
in the sphere of the former than in the realm of the latter because a
defect in the organization in public administration will do more harm to
the public than a lacuna in private administration. Huxley writes, ‘The
state lives in a glass house, we see what it tries to do, and all its failures,
partial or total, are made the most of. But private enterprise is sheltered
under opaque bricks and mortar.’

 Monopolistic: In the field of public administration, there is generally a
monopoly of government and it does not allow private parties to compete
with it. For example, in most countries no person or body of persons
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can establish post and telegraph, railway, or coin currency for these are
the exclusive fields of the government. This is not so in private
administration wherein there are several organization competing with
each other to supply the same commodity or to meet the same need. Of
course, in certain cases, even private concerns may have a monopoly.

 Officials remain incognito: In public administration even the most
senior officials remain incognito and their identity is not disclosed. This
is so because whatever they do, they do in the name of the government
and not in their own name. On the contrary, a private administration
entrepreneur does things on his own behalf and is well-known in the
business circles. In many cases, even business concerns are named after
the names of their proprietors.

 Psychological difference: There is also a psychological difference
between private and public administration. In the USA, during World
War II, the coal mines were placed under governmental control and
although no appreciable changes in the administration of the coal mines
were made, there came about a change in the psychology of the workers
for now they well knew the dangerous consequences of strikes, etc.

According to Simon, the distinction between public and private administration
relates mainly to three points, which are as follows:

1. Public administration is bureaucratic whereas private administration is
business-like.

2. Public administration is political whereas private administration is non-
political.

3. Public administration is characterized by red-tape whereas private
administration is free from it.

Check Your Progress

3. Which activities are common to both private and public organizations?

4. What is the difference between public and private administration in the
context of uniform treatment?

1.4 NEW PUBLIC ADMINISTRATION

New Public Administration is an anti-positivist, anti-technical and anti-hierarchical
reaction against traditional public administration. The origin of new public
administration may be traced to the first Minnowbrook Conference held in 1968
under the patronage of Dwight Waldo. Some of the salient features of new public
administration in the beginning were as follows:

 It was anti-positivist in more than one sense. It rejected the (i) traditional
definition of public administration as value-free, (ii) rationalist and
determinative view of mankind and (iii) politics–administration dichotomy.
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 It was anti-bureaucratic and anti-hierarchical.

 It was anti-mechanistic in its approach to organization problems, rejecting
overemphasis on the machine and the system

New public administration displayed an intense concern for relevant societal
problems. It stressed on ethics, values, innovation and social equality. It laid great
emphasis on human relations, a creative approach to administration and social change.

It was, therefore, felt that to achieve the desired objectives, new public
administration must have the following characteristics:

 It should increase orientation towards changing reality.

 It should influence policies that can improve the quality of working life
and it should also have competence to implement such policies.

 It should be more oriented towards measuring the impact of laws on
citizens rather than resting content with their mechanical application.

 It should be more normative and less neutral.

The basic elements of new public administration, as described in the report
of a Delphi exercise conducted in 1972–73 by Emanuel Wald at the Maxwell
Graduate School of Citizenship and Public Affairs, Syracuse University, New York,
were as follows:

   A softened normative approach

  Movement towards social technology

  Policy orientation

 Synchronization, i.e., the traditional breakdown of administrative activity
into distinct functional components, such as planning, organizing, staffing,
directing, coordinating, reporting and budgeting  (POSDCORB)

The major landmarks in the growth and emergence of new public
administration were as follows:

 Honey Report on Higher Education for Public Services (1967)

 Conference on the Theory and Practice of Public Administration (1967)

 The Minnowbrook Conference (1968)

 Publication of Toward a New public Administration: The
Minnowbrook Perspective, edited by Frank Marini (1971)

 Publication of Public administration in a Time of Turbulence, edited
by Dwight Waldo (1971)

Honey Report on Higher Education for Public Services (1967)

In 1966, an affiliate of the American Society for Public Administration asked John
C. Honey of the Syracuse University to undertake an evaluative study of public
administration as a field of study in the US universities. The Honey Report, submitted
in 1967, is significant in the sense that it disclosed the true state of health of the
discipline of public administration. It sought to broaden the subject’s scope by
making it continuous with the total governmental process (executive, legislative
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and judicial). It identified the following four problems confronting it and suggested
immediate action on them:

1. Insufficient resources at disposal of the discipline (students, faculty and
research funds)

2. Intellectual argument over the status of the discipline: Is it a discipline, a
science or profession

3. Institutional weakness (inadequacy of public administration departments)

4. Gap between scholars of public administration and the practising
administrators

The Honey Report made the following eleven recommendations:

1. The establishment of a National Commission on Public Service Education
to exert broad leadership in meeting the needs of governments for educated
manpower

2. A substantial fellowship programme for postgraduate students who are
preparing for public service at the master’s and doctoral levels and for
professional degrees

3. Internship programmes to operate at federal, state and local levels for
postgraduate students and advanced undergraduates preparing for public
service careers

4. A special fellowship programme for those planning to become teachers of
public administration and public affairs in schools

5. A programme to provide opportunities for practical governmental experience
to university faculty engaged in public affairs teaching and research

6. A programme of assistance to universities for public affairs, curricular
experimentation and development

7. Support for university personnel engaged in research on governmental and
public affairs issues

8. Support from federal, state and local governments and from private industry
for the provision of facilities to schools and programmes of public
administration and public affairs

9. The establishment of an advisory service for new public affairs programmes
and the development of personnel rosters to provide current information on
experienced graduates of schools of public administration and public affairs

10. A study of the universities and education for public service with the purposes
of showing how various types of institutions now approach their public
service, educational activities and other tasks and identifying simulative and
innovative developments as well as deficiencies and problems

11. A study of the professions, professional education and the public service

The Honey Report aroused interest as well as controversy in the US. What
it said was important but what it did not say carried even greater meaning. It, for
instance, said nothing about public administration’s role in a strife-torn tumultuous
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society of the period. The Report induced many scholars to think deeply about its
place and role in the society and thus it, in a way, acted as a catalyst in encouraging
discussion on its adequacy in solving societal problems.

Conference on the Theory and Practice of Public Administration (1967)

Believing that there have been some rapid developments in the field and that a
new synthesis or selective appraisal would be currently useful to the American
Academy of Political and Social Science, a conference was held in Philadelphia in
December 1967 to discuss the topic ‘The Theory and Practice of Public
Administration: Scope, Objectives, and Methods’. James C. Charlesworth was
the Chairman of the conference.

He described the feelings of the participants as:

‘The participants in this meeting evinced a mood to make a bold and synoptic
approach to the discipline of public administration and sought to measure the
importance of public administration in a broad philosophic context and to consider
whether it is an adornment of the mind as well as a practical instrument of government.’

Varied were the views expressed by the participants. Public administration
was viewed as an academic discipline, as a field exercise and as a profession.
Some defined public administration as ministration in the public interest, while
others made it coterminous with governmental administration. There was no
agreed definition of public administration, but there emerged a broad consensus
on the following points:

 It is just as difficult to delineate the scope of public administration as it is
to define it.

 Public administration agencies make policy and the policy– administration
dichotomy is erroneous.

  American public administration as a discipline should deal restrictively
with public administration in America.

 Bureaucracy should be studied functionally as well as structurally.

  Public administration and Business administration training should not
be combined since they are similar only in unimportant aspects.

 Public administration as a profession should remain separate from the
profession and discipline of political science.

 Normative administrative theory as well as descriptive analytic theory in
public administration is in a state of disarray.

 A hierarchical/pyramidal view of organizational authority is no longer
appropriate. Administrators must view workers as coordinates rather
than subordinates. The executive is not so much on top as he is in the
center, being affected by subordinates who surround him.

 Policy and political considerations are replacing management ability as
the major focus of concern in public administration. Computerized
information is not good simply because it is computerized. Nor does
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planning, programming and budgeting system (PPBS) provide
reliable political answers. Quantification and cost analysis cover only a
small part of the total factors in a decision.

 Administrators of the future should be trained in professional schools;
public administration curricula should emphasize not only administrative
organizations and procedures but also the psychological, financial,
sociological and anthropological envelopments of the subject.

 Public administration has not been able to deal with societal problems.
Public administration theory has not caught up with emerging problems,
such as the huge military establishment, large industrial complexes, riots,
labour unions, strikes, public school conflicts, slums, the impingement of
science, etc.

 Public administration is a discipline but it cannot employ all the
methodologies of the contemporary social science. While parts of public
administration are capable of using scientific methods, other important
parts of the discipline are not amenable to scientific treatment. In the
words of Charlesworth: ‘We can be scientific, if we severely limit the
scope of our discipline, but if we did, would we not excise its most
valuable parts? And we are scientific in some corners, our subject is
heavy with values and prescriptions, we can never be scientific.’

It is significant that at least some of these views found full-throated expression
in the Minnowbrook conference, and thus the Philadelphia conference could be
credited with being a precursor the Minnowbrook event.

The Minnowbrook Conference (1968)

The genesis of the Minnowbrook Conference lay in two factors. First, the 1960s
was a turbulent period besieged by numerous societal problems, but Public
administration showed no signs of being aware them, much less being serious to
solve them. This was well highlighted by Waldo’s article, Public Administration
in a Time of Revolutions, published in a public administration review in 1968.
Second, there was a need to hear young scholars as the discipline of public
administration was facing the problem of generation gap. The Philadelphia
conference, it may be noted, was attended by participants who were above the
age of 35 years with the majority them being even in their fifties and sixties. Where
were the scholars and practitioners who were in their 30s? The younger age group
was invited to the Minnowbrook conference. Thus, the Minnowbrook conference
was the youth conference on public administration and it was this academic get
together which gave rise to what has to be known as new public administration.

The key-note of new public administration is an intense sensitivity to and
concern for the societal problems of the day. Its parameters are relevance, post-
positivism, morals, ethics, values, innovation, concern for clients, social equality,
etc. The proponents of new public administration express their dissatisfaction with
the state of the discipline of public administration and want it to be attentive to
problems presented by the turbulent times. The advocacy for a post-positive
approach emphasized the need to abandon value-free and value-neutral research
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and instead to cultivate an approach emphasizing social equity. Social equity means
that public administrators should become champions of the under-privileged sections
of the society. This implies that they must become active agents of change and
non-believers in status quo. New forms of organization need to be carved out to
suit the fast changing environment. Emphasis is placed on cultivation of client-
loyalty and programme-loyalty.

The Minnowbrook conference is rightly credited with the honour of having
produced the first coherent grammar of new public administration. It was this
conference which expressed very loudly and clearly the dissatisfaction with the
state of the discipline. It was the first the first conference which sought to give a
new image to public administration—a subject actively concerned with the problems
of the society and full of reformist intentions.

The Minnowbrook perspective—in a time of turbulence

The Minnowbrook ideas found wider circulation through Marini’s and Waldo’s
works. Marini’s Toward a New Public Administration—The Minnowbrook
Perspective is the first published work on new public administration and is thus a
pioneer in the area. Waldo’s Public Administration in a Time of Turbulence
carries forward the Minnowbrook idea. At the 1969 annual conference of the
American Political Science Association, a series of panel discussions were organized
by him, his attempt being to catch the younger age group. Waldo’s work includes
the papers presented at the conference.

New public administration certainly broke fresh ground and imparted new
substance to the discipline. In the process, it prepared an agenda for action, a part
of which at least is of populist nature. One also suspects that its advocates are
trying to arrogate to themselves what really falls within the legitimate domain of
political institutions, processes and leadership. New public administration has some
radical contents but these can be successfully implemented only by legislative and
political will.

Thus, public administration has come a long way since 1887. It has
established its credentials as an autonomous field of enquiry. Scholars of public
administration have sought to borrow a lot from other disciplines, making it truly
inter-disciplinary in nature. Public administration has faced both empirical and
normative thrusts from time to time. It has also incorporated many new
developments from the field of policy sciences.

It is also important to see here the reforms that are working in the industrial
and development contexts. In the industrial context, the old public administration
was characterized by two traditions:

1. Colonial bureaucracy

2. Business power

The objective of both was profit. Bureaucracy and business management
characterize the contemporary public administration as well. However, today, the
state cannot leave the individual alone to pursue his own happiness. The basis of
the modern administrative welfare state is the maximum number. This change in
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the nature and scope of the functions of the state has been brought about by
industrialization. Today, the administrative state circumscribes the whole life of a
man.

In the development context, most developing countries are trying to bring
about rapid socio-economic development by introducing changes in almost all the
sectors, including social overheads, infrastructural facilities and productive
enterprises like industry and agriculture. As an indispensable aid to nation-building,
the role of public administration is now universally acknowledged and it is reflected
in the New Administrative Science, also known as development administration.
Edward Weidner, one of the pioneers in this field, has defined development
administration as action-oriented, goal-oriented administrative system.

It may be noted that administration in developing countries is more politically
or ideologically oriented and influenced to a greater extent by a socio-political
elite group than that in the advanced countries. Development administration is
thereby characterized by the following features:

 Change orientation

 Result orientation

 Commitment

 Client orientation

 Temporal dimension

What holds good for the developed countries is also relevant to the needs
of the developing nations in the field of administration as leaving except the
technological sophistication of the West, the fundamentals frame is the same —
the administration working for change, a change accepted by the national policy
framers. If administration does not keep pace with this change, its socio-economics
and political implications can be serious.

New Public Management

The field of public administration has been rife with debate about new public
management (NPM). This has been like a reform agenda that ushered in globally
in the last two decades and is the outcome of several changes embedded in the
social as well as political context in the Western democracies. Interpretations of
the emergence of new public management are split; the proponents of the movement
present it as a new administrative paradigm that departs sharply from past thinking
and practice, whereas its opponents argue that it has evolved incrementally from
the past administrative traditions.

The current reform agenda in public administration can be traced to several
worldwide trends. First, and perhaps most significant, the social, political and
economic dialogue in industrialized countries underwent a rightward shift during
the late 1970s and early 1980s, as political leaders recognized the unsustainable
nature of comprehensive, centralized systems of public service delivery. Leaders
in Europe, Asia and North America started to examine more cost-efficient, effective
ways of providing public services including public welfare, transportation, health
care and others. The fiscal challenges brought on by the changing nature of the
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global economy prompted scholars and practitioners to explore new ways of
thinking about public administration.

The major driving factors have been the consequences of the overloaded
welfare state and the resultant costs arising out of it that prompted the tax-payers
to question the rationale of the public sector. The resulting dissatisfaction with the
welfare state led to the New Right Economics that formed the ideological basis
for change. Therefore, by the early 1990s, many public managers around the
world, using slogans like reinvention and new public management, embarked on a
journey to restructure bureaucratic agencies, streamline agency processes and
decentralize policy decision making. The pro-market ideology that had reigned
supreme since the 1980s, argued that the government is less efficient than markets
in providing services to individuals. The new political economy (NPE) of
development is based on the market emphasis on the following:

 Downsizing of the state

 Deregulation and withdrawal

 Privatization of not only commercial entities but also institutions providing
public good and merit goods

 Progressive taxation

 Involvement of other non-profit organization is social welfare

The set of reforms referred to by some as first generation reforms aimed at
introducing managerialism in the public sector. The proponents of new public
management argue that it has brought benefits of cost efficiency and service
effectiveness to public and non-profit management, and it has helped to address
fundamental weakness in the management and in the system of accountability and
control in public services.

Essentially speaking, it would be ideal here to identify the major emerging
concerns of new public management and understand how it all began. Everyone
understands that both management and public administration are applied sciences,
and it has been universally accepted that most maxims, principles, guidelines and
dictums of efficiency, economy and effectiveness have emanated from the writings
of the management thinkers and they are adopted and adapted by the scholars of
Public administration in their distinctive intellectual ambience. Currently, there seems
to exist only one paradigm in the discipline of public administration, and it is
perhaps new public management.

This paradigm of new public management that emerged on the heels of the
movements of Re-inventing Government (1992) is how the entrepreneurial spirit
is transforming the public sector. When we closely examine the sub-title of the
book, Re-inventing Government by Ted Gaebler, it is evident that both Gaebler
and David Osborne were describing what was already evident on the
administrative scene. Hence, they were not essentially prescriptive but primarily
descriptive while highlighting the presence of entrepreneurial governments. Truly,
the movement of managerialization of the government had started even before this
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monumental volume was published. Writings of these and other scholars had already
appeared in 1980s (and even earlier) which highlighted the need for adopting in
an effective manner the sound management practices in government systems. One
is reminded of what was happening about nine decades ago when the Taft
Committee was appointed to transplant Taylorism into the government system.
Little wonder, certain scholars have branded New Public Management as Neo-
Taylorism. Even if we avoid a debate on, Neologism like Neo-Taylorism, it must
be contended that public administrative organizations have liberally borrowed,
models and modes from its more vibrant sister discipline, Management.

A historical perspective would reveal that bureaucracies throughout the
world have rarely responded effectively to environmental challenges on their own.
They have generally lagged behind the times. In 1968 itself, when Dwight Waldo
was organizing the first Minnowbrook Conference, Peter Drucker had come out
with his perceptive volume, The Age of Discontinuity, which made a prescient
analysis of the incompetence of bureaucratic government. One can even see this
exasperation with the strait-jacketed bureaucratic system in the writings of Harold
Laski, Warren Bennis, Robert Reich, Tom Peters and Alvin Toffler and others. It
is ironical that remedies to bureaucratic ailments have been offered more by scholars
of management than by the wise men of public administration. But what goes to
the credit of public administration scholars is their alacrity and competence to
imbibe and incorporate the pertinent and the precious thing from any other discipline
and mould it as per their own intrinsic agenda and ambience. New public
management is only one such manifestation of this resilience of public administration.

The Organization for Economic Cooperation and Development (OECD)
believes that through New Public Management, public sector is being made more
managerial; the introduction of a more contractual, participative and discretionary
style of relationship between levels of hierarchy, between control agency and
operating units, and between producing unit, be they public or private. According
to the OECD, most countries are following two broad avenues to improve
production and delivery of goods in services in public organizations. These two
avenues are:

1. Raise the production performance of public organization to improve the
management of human resources including staff, development, recruitment
of qualified talent and pay-for-performance; involve staff more in
decision-making and management; relax administrative controls while
imposing strict performance targets; use information technology; improve
feedback from clients and stress service quality; bring supply and demand
decisions together (e.g., through charging users).

2. Make greater use of the private sector to promote a dependable, efficient,
competitive and open public procurement system for contracting out
production of publicity provided goods and services and contracting, in
intermediate goods and services and end monopoly or other protection
for suppliers.
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In sum, the OECD view on New Public Management involves the following
aspect of administrative management:

 Improving human resource including performance pay

 Encouraging the participation of staff in the various stages of decision
making, relaxing control and regulations, yet prescribing and ensuring
the achievement of performance targets

 Using information technology to an optimum level in order to make MIS,
more effective and enrich policy and decisional systems

 Providing efficient services to clients and treating them as customers
and even as members of the organization

 Prescribing user charges for services in order to make the customers as
more integral part of the public sector management

 Contracting out services as a part of the privatization plan

 De-regulating mono policies and de-concentration of economic power
among various organizations

Briefly, the most common attributes of new public management include the
following:

 Focus with greater stress on results, rather than procedures

 Encouragement to strengthen professional management

 High standards and measures of performance

 Greater emphasis on output controls

 Increase in de-centralization of business decisional power

 Greater acceptance in the public sector on adoption of private sector
style of management practices, discipline and parsimony

 Promotion to accountability, progressive leadership and greater
understanding between political leadership and the public

 Added responsibility of managers for results

 Gradual decrease in the size of government

Over the years, there has been one important shift in the thinking of new
public management. In the early stage of entrepreneurial government, there was
stress on de-govermentalization and privatization which was sometimes called
downsizing of right sizing. The government was expected to be lean and mean but
now once again, it has been recognized that the imperatives and inevitability of
government’s role and responsibility as a crucial facet of national life cannot be
undermined. For developing countries particularly, the role of government in
engineering socio-economic change and bringing about goal-directed progressive
multi-dimensional development is likely to remain supreme. Therefore, the
contemporary emphasis is not on less government but on better government. This
is where the value of sound managerial practices has permeated the field of public
administration.
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A question arises as to why the scholars of public administration have not
resisted the onslaught of a new public management on their discipline. Perhaps,
it is primarily because of the fact that howsoever new-fangled new public
management might appear to be, it has its organic linkages with old public
administration. Accordingly, one can surmise that traditional administrative and
managerial theories which emphasized efficiency, effectiveness and economy have
assumed a new form as integral components of new public management. The
difference, of course, found in the goals of the administrative systems in two divergent
settings, but then new public management is not so much concerned with the goals
of public administration, as with the strategies to achieve them. In this context, it
ought to be appreciated that while the foremost concerns of new public
administration has been with the goals, values and the spirit of public administration,
new public management, on the other hand, is principally interested in the structure
and style of public administration. There are certain elements of new public
management that are perceivable in new public administration and vice versa.
Essentially, both are complementary to each other.

Check Your Progress

5. State is the origin of new public administration.

6. What are the benefits of new public management according to its
proponents?

1.5 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. The administration of a country reflects the genius of its people and embodies
their qualities, desires and aspirations. Whenever people decide to proceed
on the road to development, their main instrument is the public administration.
They need trained manpower to run schools, colleges and technical
institutions. They need technical manpower to build roads, bridges, buildings
and to run machines in the industries. They need scientific manpower to
undertake research and development.

2. Viewed from the jurisdictional point of view, the sphere of public
administration includes the central government, state government, its regional
and local authorities and also the public corporations.

3. There are many skills, techniques and procedures, which are common to
both public and private administration. For example, accounting, statistics,
office management, office procedures, purchases, disposals and stocking
and many other activities are common to both public and private
administration.

4. Public administration should be consistent in procedure and uniform in
dealings with the public. An official cannot show favour to some people and
disfavour to others. A private administration, on the other hand need not
worry about the uniformity in treatment. A shopkeeper selling cloth may
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give cloth on credit, but a clerk in a post office will not sell stamps on credit.

5. The origin of new public administration may be traced to the first
Minnowbrook Conference held in 1968 under the patronage of Dwight
Waldo.

6. The proponents of new public management argue that it has brought benefits
of cost efficiency and service effectiveness to public and non-profit
management, and it has helped to address fundamental weakness in the
management and in the system of accountability and control in public services.

1.6 SUMMARY

 Public administration refers to the management of those public programs
which interact with the residents of a community or region.

 The most important function of the government is to govern, i.e., to maintain
peace and public order and to ensure the safety and security of the life and
property of the citizens.

 Public administration needs to play a very significant role as an instrument
of development and change.

 The administration of a country reflects the genius of its people and embodies
their qualities, desires and aspirations.

 Public administration consists of the actions undertaken by the government
to look after its people or to manage its affairs.

 There are different opinions about the scope of public administration whether
it is the managerial part of the governmental work or the entire complex of
activities of only executive branch of government or of all branches, i.e.,
legislative, executive and judicial.

 The scope of public administration varies with people’s expectations of
what they should get from the government.

 Public administration is an integral part of the social, cultural and economic
life of a nation and is a permanent force in its life. It is possible for a state to
exist without a legislature or an independent judiciary but no state can exist
without a well-organized administration.

 Public administration came to co-exist with every political system as the
action part of the government for the fulfilment of the objectives set by the
political decision-makers.

 The study of public administration is the study of the most effective ways of
organizing the executive branch of a government, its institutions and
procedures.

 Public administration is basically the administrative side of government as
opposed to the legislative and judicial sides.

 Public administration is formulation and implementation of public policies.

 The public and private administration shows a number of similarities in
practice. We usually say that all those activities which are performed by the
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governmental agencies or public agencies form part of public administration
while those performed by the private agencies are called private
administration. There are, however, many activities which are performed
both by private and public agencies.

 Though there are certain points of similarity between the public and private
administration yet no private organization can ever be exactly same as a
public one.

 The Honey Report on Higher Education for Public Services (1967) is
significant in the sense that it disclosed the true state of health of the discipline
of public administration. It sought to broaden the subject’s scope by making
it continuous with the total governmental process (executive, legislative and
judicial).

 The Honey Report induced many scholars to think deeply about its place
and role in the society and thus it, in a way, acted as a catalyst in encouraging
discussion on its adequacy in solving societal problems.

 At the Conference on the Theory and Practice of Public Administration
(1967), public administration was viewed as an academic discipline, as a
field exercise and as a profession. Some defined public administration as
ministration in the public interest, while others made it coterminous with
governmental administration.

 The genesis of the Minnowbrook Conference lay in two factors. First, the
1960s was a turbulent period besieged by numerous societal problems, but
public administration showed no signs of being aware of them, much less
being serious to solve them. Second, there was a need to hear young scholars
as public administration was facing the problem of generation gap.

 The focus of new public administration is an intense sensitivity to and concern
for the societal problems of the day. Its parameters are relevance,
postpositivism, morals, ethics, values, innovation, concern for clients, social
equality, etc.

 The Minnowbrook conference may rightly be credited with having produced
the first coherent grammar of new public administration. It was this conference
which expressed loudly and clearly the dissatisfaction with the state of the
discipline.

 Public administration has come a long way since 1887. It has established its
credentials as an autonomous field of enquiry. Scholars of public
administration have sought to borrow a lot from other disciplines, making it
truly inter-disciplinary in nature.

 New public management (NPM) is the outcome of several changes
embedded in the social as well as political contexts in the Western
democracies.

 Interpretations of the emergence of new public management are split; some
present it as a new administrative paradigm that departs sharply from past
thinking and practice, whereas others argue that it has evolved incrementally
from the past administrative traditions.
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 The proponents of new public management argue that it has brought the
benefits of cost efficiency and service effectiveness to public and non-profit
management. It has also helped in addressing fundamental weakness in the
management and in the system of accountability and control in public services.

1.7 KEY TERMS

 Public Administration: It refers to the management of public programme,
which interact with the residents of the community or region.

 Public Policy: It refers to the principles, often unwritten, on which social
laws are based.

 Value Judgements: They refer to decisions which led to the selection of
final (organizational) goals.

 Factual Judgements: They refer to decisions which implemented the final
(organizational) goals.

 Octroi: It is a duty levied in some countries on various goods entering a
town or city.

 Applied Administration: It includes the study of administration in various
countries of the world, of various departments of services in progressive
states, of organization at various levels, of the historical development of
administrative methods and techniques and of the problems connected with
international organizations.

1.8 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. State the meaning of public administration in your own words.

2. What are the various activities that come under the purview of public
administration?

3. Briefly mention the nature and scope of public administration.

4. Differentiate between public and private administration.

5. List the recommendations of the Honey Report on Higher Education for
Public Services.

Long-Answer Questions

1. How has the significance of public administration changed over the years
since India’s independence from British rule?

2. What was the reason behind holding a conference on the theory and practice
of public administration in 1967? List the points on which there was
consensus among the participants.
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3. Examine the factors that led to the growth of the concept of new public
management.

4. What do you understand by new public management? Assess the shift in
the thinking of new public management in recent years.
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2.0 INTRODUCTION

This unit will begin with a discussion on the principles of organization. All the
organizations have few aims to achieve and they are structured on the basis of
some principles with a view of achieving these objectives. These principles are
called principles of organization. They are basically followed in every organization.
Two major types of organization are line and staff organizations. The unit will
further discuss the functions and powers of the chief executive.

The administrative structure of every organization is in the form of a pyramid
with the chief executive being on top. The lower layers of pyramid are formed by
the line agencies and members of staff of the organization. Every organization
needs proper leadership and the right flow of communication for progress. The
right decision-making process boosts the morale of the employees and motivates
them to work more.

2.1 OBJECTIVES

After going through this unit, you will be able to:

 Critically analyse the principles of organization

 Discuss the working of line, staff and auxiliary agencies

 Examine the concept and types of chief executive

 Describe the functions and powers of chief executive

 Explain the actual role of chief executive
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2.2 PRINCIPLES OF ORGANIZATION

Every organization has certain objectives and goals to achieve and is structured
on the basis of certain principles with a view to achieving these objectives. These
principles are, therefore, known as principles of organization, which are generally
followed by every organization for the achievement of its aims. According to Avery
Raube, certain principles of a good organization are as follows:

 There must be clear lines of authority running from the top to the bottom of
the organization. This is known as the ‘hierarchy’ or the ‘scalar principle’.

 No one in the organization should report to more than one line supervisor.
Everyone in the organization should know to whom he reports, and who
reports to him. This is the principle of ‘Unity of Command’.

 The authority and responsibility of each supervisor should be clearly defined
in writing. This enables the supervisor to know what is expected to him and
the limits of his authority.

 Responsibility should always be coupled with corresponding responsibility.

 Accountability of higher authority for the acts of its subordinates is absolute.
It means that an executive cannot disassociate himself from the acts of his
subordinates. He is as responsible as they, for what they do and neglect to
do.

 Authority should be delegated as far down the line as possible. The current
trend toward decentralization explains this principle. This enables members
of top corporate management to devote more time to overall thinking and
planning.

 The number of levels of authority should be kept at a minimum. The greater
the number of levels, the longer is the chain of command, and it takes greater
time for instructions to travel down and for information to travel up and
down within the organization.

 The work of every person in the organization should be confined as far as
possible to the performance of a single leading function. This is the principle
of specialization and is concerned with delegation of authority horizontally.

 Whenever possible, line functions should be separated from staff functions,
and adequate emphasis should be placed on the important staff activities.

 There is a limit to the number of positions that can be coordinated by a
single executive. This is the principle of span of control.

 The organization should be flexible, so that it can be adjusted to changing
conditions.

Principles of Hierarchy

The literal meaning of hierarchy is the rule or control of the higher over the lower.
In every large scale organization there are few who command and there are others
who are commanded. This results in the creation of superior–subordinate
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relationships through a number of levels of responsibility reaching from the top
down to the bottom of an organization. A pyramidical type of structure is thus built
up which Mooney and Reilet call the ‘Scalar Process’.

In an organization, scalar means the grading of duties according to degrees
of authority and corresponding responsibility. According to Mooney this scale or
the scalar chain, as he calls it, is a universal phenomenon; wherever you find an
organization even of two people related as superior and subordinate you have the
scalar principle.

The basic features of a hierarchical structure are as follows:

 A person will have only one immediate superior from whom he will
receive orders.

 A person will not receive orders from a person of lower status.

 No intermediate level shall be skipped over in the dealings of the top
with those at the lower level or vice-versa

 A person who is given responsibility for a task will have authority
commensurate with his responsibility.

From the above features, it follows that in the scalar system, authority,
command and control descend from the top down to the bottom step by step. For
example, the secretary of department will deal with the joint secretary who, in
turn, shall deal with the deputy secretary, who further shall deal with the
undersecretary. The undersecretary shall further deal with the section officer who,
in turn, shall deal with assistants, clerks, etc. Similarly, the line of the upward
communication shall be exactly the same when section officer deals with his higher
officers.

Merits of the Scalar Principle

The scalar system is almost indispensable for very large-scale organizations. Some
of its merits are as follows:

 It binds together the various units and divisions of an organization into an
integrated whole.

 It enables us to fix up responsibility at each level and at each post in an
organization.

 It serves as a channel of communication, both upwards and downwards. It
makes clear to every official with whom he is to deal with.

 It simplifies the procedure of file movements.

 It helps to decentralize decision-making and prevents congestion of business
at the top.

In the words of L.D. White ‘It is the channel of command, of communication,
downwards and upwards, along with flow information, advice, specific instructions,
warning and commendations. It is the channel for the delegation of authority. It
establishes a sequence of related centres for decision-making and thus prevents
congestion in the dispatch of business by closing out much of it in lower levels.’ In
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the bureaucratic model of Max Weber also, the organization of offices follows the
principle of hierarchy, i.e., ‘each lower office is under the control and supervision
of a higher one’ and ‘the whole administrative staff under the supreme authority’
are organized in a clearly defined hierarchy of offices.

Demerits of scalar system

Its main demerit is that it makes the administrative decision-making a dilatory
process. A file must pass through proper channels howsoever urgent the matter
may be and howsoever ignorant intermediate officials may be about that matter. In
order to do away with this defect, the Government of India started ‘file-jumping
experiment’ to skip over the intermediate levels in the hierarchy and to make files
reach directly to the decision-making authority. It does not contribute to the
reposition of mutual trust, either in the inter-organization relations, or in the inter-
personal relations in the administration. This might even promote a caste system in
the bureaucratic set-up.

Warren Bennis argues that in future, organizations will be ‘task forces’
organized around problems will be solved. In such organizations ‘People will be
differentiated not vertically according to rank and role, but flexible and functionally
according to skill and processional training.’

To conclude, it may be observed that in practice, an organization does not
work on the formal principle of hierarchy. In the words of Nigro: ‘An organization
is more than its structure and its official relationships as spelled out in its organization
charts and manuals.’ An organization is also a social system in which its members
develop patterns of behaviour, which actually may deviate from official directives.
This is called the informal organization and an appreciation of its role in indispensable
to the understanding of the functioning of any agency.’

Span of Control

By span of control, you mean the number of subordinates which an officer can
effectively supervise. The problem of span of control is a natural outflow of the
principle of scalar system. Scalar organization involves a number of tiers or steps
once above the other each step being headed by a single person. Now the question
arises as to how many persons should work under his control and supervision at
that particular level. This problem of fixing the number of subordinates is a problem
of ‘span of control’ and is related to the psychological problem of ‘span of attention’.

It is well known that no one can attend to more than a certain number of
things or a certain number of persons. You can say that our ‘span of attention’ is
limited, partly because of the limits of knowledge and partly due to the limits of
time and energy. There are divergent opinions of the writers on the administration
about the exact limit of the span of control. Sir Ian Hamilton fixed the limit at 3 to
6; Urwick at 5 to 6 at higher levels and 8 to 12 at lower levels. Graicunus felt that
while the number of individual subordinates’ increases by arithmetical progression,
the resultant increase in network of relationships is by geometrical progression
and this increase complicates the problem of span of control. According to Sexton,
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the decisions regarding an effective ratio of subordinates to supervisor depends
on the following factors:

 Bottlenecking

 The psychological impact of close supervision

 Communication patterns

 The automation and the extent of inter-dependence

However, the following factors are determinants of the degree of span of
control:

 Nature of work: Where the nature of work is of a routine, repetitive,
measurable and homogenous character, the span of control is more than
when the work is of heterogeneous character. For example, it is easier
to supervise a large number of typists because of the measurable nature
of work is of intellectual type.

 Leadership: The span of control increases or decreases depending
upon the qualities of the supervisor a larger group of persons but if he is
weak and foppish, he may not be in a position to supervise even a few
persons effectively. It may also be pointed out that if subordinates are
untrained and incompetent, they are liable to make mistakes and hence
need closer supervision.

 Age of agency: Supervision is easier and the span of control increases
if the organization has been long in existence. In the old established
organizations precedents take firm roots and the work goes on smoothly.
But in newer organization, new problems constantly arrive which very
often demand reference to the superiors.

 Location of the organizational units: Supervision becomes easier
when the subordinates work under the same roof where the supervisor
sits. If they work in different rooms or at a distance from the supervisor,
supervision becomes difficult because they escape his penetrating eye.
Thus, it is clear the span of control is determined by various factors.

Unity of Command

Unity of command means that each individual employee shall have only one man
as his ‘boss’ and shall receive orders only from him. If he gets orders from more
than one officer, it may become difficult for him to discharge his duties. He will be
put to a very awkward position if he receives conflicting orders from his superiors.
The superiors too can be put to hardship because he can easily play off one superior
against the other. All this may result in confusion and chaos in the administration.
Responsibility can be fixed up only if we know where the authority rests and this is
not possible if the authority stands divided.

On theoretical grounds, the principle of unity of command seems unassailable
but, in practice, you find significant exceptions to this principle. It is usually seen in
an individual employee, particularly in the professional or technical side. For example,
administratively, a doctor employed in a local body is under the administrative
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control of the chairman of the local body but professionally, he is under the state
director of public health. Similar is the case in regard to all the organizations
employing technical personnel. In our country where all the top posts are held by
the non-technical administrators belonging to the administrative services, however
technical nature of the departments under them, the duality of command or control
is clearly visible.

F.W. Taylor, the father of the unity of command and substituted it with
functional direction and supervision. He believed that each individual worker would
benefit and his efficiency shall increase if he gets specialized and expert supervision
in respect of each function that he performs. According to his scheme of things, he
recommended eight foremen or supervisors for each individual worker, whom he
called the following:

1. The gang boss

2. The speed boss

3. The inspector

4. Repair boss

5. The order of work and route clerk

6. The instruction card clerk

7. The time and cost clerk

8. The shop disciplinarian

The first four supervisors help in their own particular line or function, and
the other four supervisors would operate from the administrative block issuing
orders and instructions in writing. Taylor advocated this set up for the industry but
it has made its way in the public administration also. This is on the account of the
fact that the governments of today are taking more and more economic and technical
functions. The technical supervision by different technical experts is growing side
by side with the general administrative supervision. It should not, however, be
constructed that the principle of unity of command is not operative in public
administration. The principle of unity of command is not violated if an employee
receives orders from two supervisors in respect of different matters or aspects of
matters under his charge. It is broken only if he gets orders from two different
sources regarding one and the same matter. Even in the technical departments, the
last word lies with the administrative chief who has the power and the authority to
overrule the technical experts.

Authority and Responsibility

Authority is defined by Fayol as ‘the rights to give orders and the power to exact
obedience’. In the view of Allen authority ‘the sum of the powers and rights entrusted
to make possible the performance of the work delegated.’ But authority cannot
be understood simply in terms of powers and rights. The concept of acceptance
and obedience related to authority is as important as power and right. Authority
unless accepted and obeyed by others becomes meaningless. The primary element
of authority is that it should be accepted to those on which it is exercised. The
obedience of authority is thus a must for the smooth functioning of an organization.
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But the problem arises in a situation where commands conflict with the conscience
of an individual. The conservative philosophers argue that even when the act
prescribed by an authority is an evil one, it is better to carry out the act than to
wrench at the structure of authority. On the other hand, the humanists believe that
the moral judgments of the individual must override the authority when the two are
in conflict.

In practice, there are many factors that influence an individual’s response to
authority and thus, the response may vary from one situation to another. Much
depends upon the style and vigour of the person who exercises the authority in
which he can generate the willingness of the other to obey and accept his commands
for the fulfilment of the organizational objectives.

Sources of authority

The following are the various sources of authority:

 The primary source of the authority is the constitution or the law of the
country, which confers on some people supreme authority to take decisions
and exercise command and powers over their subordinates. Therefore, all
the persons who are subject to authority are bound by law to obey the
commands of their superiors, and non-obedience of authority may even be
penalized.

 Another source of authority is the status of the person. In an organizational
structure based on hierarchy, the man at the top gets authority due to his
higher status or position in the whole set-up. His position compels others to
obey his commands and orders.

 Thirdly, the most important source of authority is the informal authority,
which is conferred on a person by the human beings working in the
organization.

Kinds of authority

The following types of authority exist within an organization:

 Line authority: It is the basic and fundamental authority in an organization,
the ultimate authority to command, act or decide in matters affecting others.

 Staff authority: It is the authority exercised by the advisory and consultative
agencies, called the staff agencies. This authority is limited in scope as it
does not exercise the right to command. It is subordinate to the line authority
and its purpose is to facilitate the activities being directed and controlled by
the line organizations.

 Functional authority: It refers to the authority exercised by specialists in
an organization. They exercise limited rights to command in matters pertaining
to that function or the specialized area under them.

 Committees and authority: The committees appointed for certain special
purposes such as the investigating plan, or carrying out research are delegated
some limited form of authority. They have no power of decision and generally
do not require command authority.
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The type of authority to be selected by the organization executive depends
upon the different situations and problems of particular organizations. Generally, a
combination of different types is the best choice for the management.

The concept of the authority and responsibility are closely related to each
other. For the efficient working of an organization authority must be commensurate
with responsibility he must have sufficient authority to fulfil his responsibilities.
Equal authority and responsibility is a time honoured principle. It means that if
managers are charged with the responsibility of accomplishing a given task, they
must be given the commensurate authority to carry it out. According to Urwick,
‘to hold a group or individual accountable for activities of any kind without assigning
to him the necessary authority to discharge the responsibility is manifestly both
unsatisfactory and inequitable.

Delegation

Delegation is defined by Mooney as conferring of specified authority by a higher
to a lower authority. It means that delegation is the devolution of authority by a
superior person to his agent or subordinate subject to his supervision and control.

In the words of Millett, ‘Delegation of the authority means more than simply
assigning duties to others in more or less detail. The essence of delegation is to
confer discretion upon others to use their judgment in meeting specific problems
within the framework of their duties. Management leadership must then accept the
responsibility for how this discretion is exercised.’

Need for delegation

Delegation is needed for the following reasons:

 It helps the chief executive to devote his time and energy to more important
decisions of the organization.

 An effective leadership is made possible only through the process of
delegation.

 One of the duties of a manager is built up his subordinates, to train them in
the art of sharing responsibility and making decisions, which is possible
only through delegation. Delegation of authority has, therefore, much
educating value.

 The subordinates develop greater loyalty and a greater identification with
the organization if they are made partners to the exercise of authority. This
builds up their morale and gives them the incentive to work hard.

 Delegation provides the necessary flexibility to the otherwise rigid procedures.

 It helps to adjust procedures according to the needs of situations.

 Proper delegation of authority minimizes delay, makes service more effective,
economical and efficient.

To sum up in the words of White, ‘Circumstances of magnitude and volume,
however, require some delegation of authority, and the settlement of much business
at the point where it arises.’
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Type of delegation

Delegation in terms of degree of authority delegated may be as follows:

 Delegation is full when complete powers are conferred on the agent as, for
example, when a diplomatic representative is sent abroad with ‘full powers’
to negotiate. It is ‘partial’ when it is required to get advice and guidance on
crucial points from the delegating authority in his country.

 Delegation is conditional when the action of subordinate is subject to
confirmation and revision by the supervisor; it is unconditional when
subordinate is free to act without reservations.

 Delegation is formal when embodied in written rules by laws or orders; it is
informal when based on customs, conventions and understanding.

Hindrance to delegation

The hindrances to delegation are of two types:

1. Organizational hindrances: They lack established methods and
procedures – delegation is made easier if procedures and rules are well
established. They even do not have enough means of coordination and
communication and have unstable and non-respective nature of work, stable
and repetitive work affords a greater degree of delegation.

2. Personal factors: They cause failure to delegate. Pfiffner gives the following
human causes of failure to delegate:

(i) Persons who rise to position of hierarchical leadership have more than
normal egotism.

(ii) They are afraid that the others will not make proper decisions or carry
them out in the desired manner.

(iii) They fear that disloyal or subversive power centres will develop among
strong subordinates.

(iv) Strong, vigorous and highly motivated persons become impatient with
the slower pace and indecisiveness of subordinates.

(v) In public administration political considerations often make delegation
difficult.

(vi) The cultural heritage of man has been one of the authoritarian,
patriarchal leadership, thus the practice of delegation is partly dependent
of cultural change.

(vii) The act of delegation requires an emotional maturity which apparently
is rare, even among successful persons.

(viii) The symbols of leadership (those personal qualities and traits which
attract the attention of others) are inconsistent with the philosophy of
delegation. Those striving to succeed must make themselves prominent.

(ix) Persons who desire to delegate do not know how.

Notwithstanding all the above organizational and personal difficulties hindering
delegation, the need of delegation cannot be denied. Organizational hindrances
can be removed by establishing proper procedures and methods of work. Each
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operating service should an organization manual as also an office procedure manual
in which proper procedures and the responsibility and authority attached to each
of the positions in the hierarchy should be fully described. Delegation, then, shall
be more exact and specific. Proper means of coordination and communication
should also be established to facilitate delegation.

As far as the personal factors are concerned, not only training of the
subordinates but also of the top executive should be emphasized. The subordinates
should be trained in the art of using discretion within limits of the rules and the top
executive in habit of delegation. It argues well for our administration that delegation
has become an honoured subject of discussion in our country. On the
recommendations of the O & M Division, the Central Government has already
taken to ‘delegation’ in administration as a matter of policy. The control of the
Ministry of Finance over the expenditure has been considerably reduced by the
delegation of financial powers to various ministries and departments.

General principles of delegation

Delegation should be guided by the following principles:

 Delegation should be written and specific.

 Authority and responsibility for each position in the management group should
be spelled out and delegation should be made to a position rather than to an
individual.

 Only that much of the authority should be delegated as it is within the
competence of subordinates to exercise safely.

 Delegation should be properly planned and systematic.

 Policies, regulations and procedures should be well defined as to give up
misunderstanding to the employees using discretionary powers.

The degree to which delegation is possible depends upon the nature of the
case, the circumstances and the responsibilities involved. Usually, the following
powers are not delegated:

 The supervision of the work of the first line of immediate subordinates.

 General financial supervision and the power to sanction expenditure
above a specific amount.

 Power to sanction new policies and plans and departures from the
established policy or precedents.

 Rule-making power where it is vested in the delegating officer.

 Making of the specified higher appointments.

 Hearing of the appeals from the decision of at least the immediate
subordinates.

Coordination

It is rightly said that a battle may be lost, regardless of how strong the forces are,
if there is no coordination among various wings, divisions and units of the Army.
As in battle, so in administration. No organization, how much competent its staff
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may be, can achieve the desired objective without coordination. It is the first principle
of management to ensure that the organization works well, that no part of it repeats
what the other part does, that no employee works at cross-purposes and that
there is no conflict among various units inter-se. This is technically called
‘coordination.’

Definition of coordination

Coordination has both negative and positive connotations. Negatively, coordination
means that the removal of conflicts and the overlapping in administration, positively,
it means to secure cooperation and teamwork among the numerous employees of
an organization.

Newman defines coordination as ‘the orderly synchronization of the efforts
to provide the proper amount, timing and directing of the execution resulting in
harmonious and unified actions to a stated objective.’ According to Terry,
‘coordination is the adjustment of the parts of each other and of the movement
and operation of parts in time so that each can make its maximum contribution to
the product of the whole. In the words of L.D. White, ‘Coordination is a process
causing disjunctive elements to a concentration on a complex of forces and influence,
which cause the mutually independent elements to act together.’ Seckler Hudson
views coordination as ‘the all-important duty of inter-relating the parts of the work.’
According to Mooney, ‘Coordination is the first principle of organization and
includes within itself all other principles which are subordinate to it and through
which it operates.’

In sum, coordination means making all parts of an organization work
harmoniously, without conflicts and without cross-purposes, to achieve the defined
goal. It may however, be noted that coordination is a means and not an end in
itself. In the words of Newman ‘It is not a separate activity but a condition that
should permeate all phases of administration.’

Need for coordination

Coordination is needed not only to secure the work and cooperation but also to
prevent conflicts that may arise in the working of an organization due to the
following:

 Ignorance of the employees or units of each other’s activities

 A tendency among men in charge of particular activities to regard their own
deal as all important unmindful of the needs of others and make encroachment
on the latter’s sphere of activities

 A growing tendency towards empire-building or greed for power among
different units of an organization.

Types of coordination

Coordination can be of following types:

 Internal or functional: It is concerned with the coordination of the activities
of the individuals working in an organization.
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 External or structural: It is concerned with coordinating the activities of
structural, which is concerned with coordinating the activities of different
organizational units.

Both types of coordination are affected horizontally and perpendicularly.
Horizontally, coordination establishes inter-relation between one section and another,
between one branch and another, between one division and another and between
one department and another. Perpendicularly, coordination is established between
one employee and his officer, between officer and his next superior and so on and
between one section and a branch, between a branch and a division and so on.

Methods of coordination

Coordination at the organization levels can be achieved through several devices.
Some of them are as follows:

 The establishment of a special unit for coordination work commonly known
as ‘coordination’ or ‘establishment’ section or unit

 Through standardization of procedures and methods

 Through departmental meetings and conference

 Through organization and methods staff

Besides the above bodies, certain other institutions and boards like the
University Grants Commission, the Inter-University Boards, Association of Indian
Universities, the Indian Historical Records Commission, etc., are also doing
coordination work.

How to achieve effective coordination

M.C. Farland suggests four ways of achieving effective coordination. These are
as follows:

1. Clarifying authority and responsibility: this will reduce overlapping and
duplication of work.

2. Checking and observation: Records and reports help the executive to
detect the spots where inter-relations of the units are lacking.

3. Facilitating effective communication: Effective communication
processes, committees and group decision-making techniques help in
clarifying authority and observing the existing coordination.

4. Coordination through leadership: Top administration must assert its
leadership role and without this nothing of coordinative value will occur.

The degree of effectiveness of coordination can be judged by the following criteria:

(i) It is not forced by the autocratic direction, but is fostered by leaders who
understand the value of participative management. It is timely and extends
in a balanced fashion to all parts of the organization, and operates horizontally
as well as vertically.
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(ii) It must be continuous process.

(iii) It must be direct between the persons immediately concerned.

(iv) It must start at the outset of the activity.

Hindrances to effective coordination

The vast and expanding activities of the government and the lack of delegation on
the part of high-up in administration make effective coordination difficult. According
to Gulick, some of the difficulties arise from the following:

 The uncertainty of the future as to the behaviour of individuals and of people

 The lack of knowledge, experience, wisdom and character among leaders
and their confused and conflicting ideas and objectives

 The lack of the administrative skill and techniques

 The vast number of variables involved and the incomplete human knowledge,
particularly with regard to man and life

 The lack of orderly methods of developing, considering, perfecting and
adopting new ideas and programmes.

To these are added five more by Seckle-Hudson, which are as follows:

1. The size and complexity

2. Personalities and political factors

3. Lack of leaders with wisdom and knowledge pertaining to public
administration

4. The accelerated expansion of public administration

5. The accelerated expansion of public administration to international dimensions

According to McFarland, problems of coordination in a business organization
stem from two main sources. First is the number and complexity of functions and
the activities delegated to different participating individuals. The second problem
is the increasing use of specialization of effort in building an organization’s structure.
Problems of coordination of different character also arise out of the perverseness
of human beings in the organizational settings. In fact, it is the human aspect of co-
ordination which poses the most serious difficulties, for, when the elements to be
coordinated are human, many variables in performance emerge. Whatever
hindrances may occur, suitable measures for their removal have to be sought in the
overall interest of the effective working of an organization.

Integration versus Disintegration

The governmental operations may be organized in accordance with two principles,
which are as follows:

 Independent or uncorrelated

 Integrated or departmental
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The uncorrelated system is characterized by the treatment of each service
or agency as an independent unit not related to the other services, and the line of
authority running direct from it to the chief executive or the legislature. In the
departmental system, on the other hand, related activities operating in the same
general field are grouped together into departments maintaining, thus, close relations
with each other, and consequently, the line of authority runs from the service to the
department, and from the department to the chief executive.

It is now agreed that the departmental system ‘is, from almost every point
of view, far superior.’ The departmental system leads to simplification of
governmental operations. It is common knowledge that the functions of a modern
government are vast, varied and complicated. One cannot have a conception of
the scope of governmental work and the agencies performing it in the absence of
an integration of related activities, falling within the same general field.

Moreover, this integration will facilitate an intelligent legislation as well.
Secondly, the proper grouping of services operating in the same general field
facilitates the formulation and implementation of a proper work programme. The
chief executive can evolve a proper work programme only when he has to deal
with a few chief subordinates, each of whom is made in charge of services falling
in the general field. Similarly, the legislature too, can give intelligent consideration
only if related operations the latter has not to devote it to separate budget of the
agencies. Thirdly, it helps the chief executive in exercising better control over
administration, his attention now being confined to a few departments. Fourthly,
under the departmental system, ‘conflicts of jurisdiction, overlapping of functions,
and duplications of organization, plant and activities’ may be avoided. Fifthly, the
departmental system leads to a better utilization of technical plant, such as, libraries
and laboratories. Under the uncorrelated system, each agency has to maintain its
own complete organization and installations. If several services, whose operations
fall in the same field, are grouped in a department, they all can avail of the services
of the single agency, which can now be better equipped. Sixthly, the grouping of
related services departmentally brings about the economy and efficiency in the
performance of what are called the institutional or house-keeping activities. The
general character of the latter is same for all services. Hence, performance by
central agencies, of the house-keeping activities results in the economy and
efficiency, and promotes standardization and uniformity of the administrative
processes.

You are, thus, left in no doubt as regards the superiority of the departmental
system to the uncorrelated one. However, ‘many if not all of the advantages inherent
in the integrated system can be neutralized if not wholly lost by a failure to meet the
requirements of this system.’ The most important requirement of the system is that
all those services, which perform the same general function and operation in the
same general field, should be grouped together under a separate department. This
implies that the department should be non-functional, i.e., all those services whose
operations fall within the same field should be ground under a separate department
and no other services should be included in the department. W.F. Willoughby
cities the following disadvantages resulting from the non-observance:
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 It interjects discordant and disturbing elements, which complicate and
render difficult the proper coordination of the services having to do with
department’s essential function and the standardization of their
administrative practices and procedures.

 It makes a demand upon the attention and time of the head of the
department, which should be devoted exclusively to his primary duties;
and it places upon him a responsibility which he should not have and
which he is sure to meet only in a perfunctory manner.

 It subjects the administrative agency to the control of a head that does
nothing towards its effective operation, though he causes delay in the
work.

 It need, therefore, be stressed that departments should be non-functional.

L.D. White rightly points out that ‘the goal of non-functional departments is
now generally accepted, however, difficult to achieve, and the objective is conducive
to departmental unity.’ The difficulty arises from the marginal cases in which more
than one department may put forward valid claims.

Centralization versus Decentralization

These concepts are used to denote the administrative or management authority
within an organization. Centralization is concentration of authority in one place
while the other refers to greater dispersion of authority. Centralization inclines
towards power and domination; the other inclines towards competition and self-
determination.

Centralization and its implications

Following are the implications of centralization:

 Reservation of decision-making power like planning, coordinating, control
at top level

 Reservation of the operating authority with middle level

 Operations at lower level

Reasons for the occurrence: Factors conducive to centralization

Following are the factors conducive to centralization:

 Personality factors

o Lack of confidence over subordinate

o Lack of skill of subordinate

o Insecure personality of the chief executive

 Political factors

o Colonial legacy

o Nation’s development

o Urban bias

o Defence activities
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 Economic Factors

o Big budget

o Foreign aid

o Control over social security spending

However, it will be useful in smaller organizations only. In large organizations
it cannot be used. Further, Brown Low Committee 1937 and Hoover Commission
1949 have suggested centralization.

Advantages of centralization

Following are the advantages of centralization:

 Uniformity in functioning

 Clarity about source of decisions

 Effectiveness of top administration

 Broader perspectives

 Benefits of natural leadership

Limitations or disadvantageous

Following are the disadvantages of centralization:

 Middle and lower levels are without authority

 Abuse of power

 Heavy workload

 Rigid bureaucratic structure

 Weak communication system

 Impediment to organizational growth

Indian context

Centralized planning, defence, and development aspects require centralization and
political demand and democratic participation of people indicate decentralization.
Community development programme and committee of Albert Mayer trusted
paranoid chief executive imposing enforcement over the unwilling subordinates.

Decentralization

It has five aspects, which are as follows:

 Broader powers to parts and only essential to head (Administrative)

 Large areas of discretion to par and important question to apex
(Administrative)

 Much power to elective bodies (Political)

 Freedom to field units (Geographical)

 Functional autonomy to specialists (Functional)



NOTES

Organization and the
Chief Executive

Self - Learning
Material 45

The differences between centralization and decentralization is shown in Table 2.1.

Table 2.1 Differences between Centralization and Decentralization

S. No. Centralization Decentralization 

1. Greater decision at top-falser At middle 

2. Responsibility at top At middle  

3. Headquarters issue orders Headquarters supply leadership 

4. Lower personnel have no initiative More initiative 

Types of decentralization

Following are the various types of decentralization:

 Political decentralization: It includes federal, provinces and municipal
offices.

 Territorial decentralization: It includes districts and talukas, etc.

 Functional decentralization: In it certain powers in the specialized units
are given like UGC, Central Social Welfare Board, etc.

Merits of decentralization

Following are the merits of decentralization:

 Relieves higher executives

 Motivate subordinates

 Increases effectiveness of big organizations

 Quick decisions

 Executive development

 Efficient supervision and control

 Reduces strain on the organization communication system

 Accountability possible

 Reduces policy implementation expenditure

 Modern context: right to information

Demerits

Following are the demerits of decentralization:

 Chances of the abuse of autonomy

 Difficulty in co-ordination

 Expensive

 Lack of uniformity



Organization and the
Chief Executive

NOTES

Self - Learning
46 Material

Factors determining decentralization

Following factors determine decentralization:

 Larger and fast growing enterprises

 Geographically spread over greater degree of uncertainty, complexity in
their external environment

 Well-structured organization

 Greater stability of manpower

 Greater absence of emergency situations

 Greater faith over the sub-ordinates ability

Decentralization is greater if:

 Greater number of decisions are made at lower level

 Important decisions are made at lower level

 More functions are made at lower level

Factors that prevent decentralization in India are as follows:

 British legacy

 Constituent assembly felt it was not appropriate

 Centralized planning

 Urban bureaucracy

Factors governing centralization or decentralization

The factors that govern centralization or decentralization are as follows:

 Factor of responsibility: Acts as deterrent to decentralization

 Administrative factors: Long age, stable policy and incompetence of field
personnel favour centralization

 Functional factors: Limited and non-technical centralized and vice versa

Check Your Progress

1. What is a ‘scalar process’?

2. What is the primary element of authority?

3. Which are the three types of delegation?

4. What are the characteristics of uncorrelated system?

5. List two advantages of centralization.
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2.3 LINE AND STAFF AGENCIES

The type of organizational structure would depend upon the type of organization
itself and its philosophy of operations. Basically, the structure can be mechanistic
or organic in nature or a combination thereof. However, most organizational
structures are still designed along mechanistic or classical lines. The line and staff
organizational structures are explained below.

Line Organization

This is the simplest form of organization and the most common one among small
companies. The authority is embedded in the hierarchical structure, and it flows in
a direct line from the top of the managerial hierarchy down to different levels of
managers and subordinates and further down to the operative levels of workers. It
clearly identifies authority, responsibility and accountability at each level. These
relationships in the hierarchy connect the position and tasks of each level with
those above and below it. There is clear unity of command so that the person at
each level is reasonably independent of any other person at the same level, and is
responsible only to the person above him. The line, personnel are directly involved
in achieving the objectives of the company. A typical line structure is illustrated as
follows:

President

Vice-president

Plant Manager

Foreman A Foreman B Foreman C

Workers WorkersWorkers

Fig 2.1  Line Structure

Because of the small size of the company, the line structure is simple and the
authority and responsibility are clear-cut, easily assignable and traceable. It is
easy to develop a sense of belonging to the organization, communication is fast
and easy and feedback from the employees can be acted upon faster. The discipline
among employees can be maintained easily and effective control can be easily
exercised. If the president and other superiors are benevolent in nature, then the
employees tend to consider the organization as a family and tend to be closer to
each other that is highly beneficial to the organization.

On the other hand, it is a rigid form of organization, and there is a tendency
for line authority to become dictatorial that may be resented by the employees.
Also, there is no provision for specialists and specialization that is essential for
growth and optimization, and hence for growing companies, pure line type of
structure becomes ineffective.
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The line organization can be a pure line type or departmental line type. In
the pure line type set-up, all similar activities are performed at any one level. Each
group of activities is self-contained and independent of other units. It is able to
perform the assigned duties without the assistance of others. In a departmental line
type of organization, also known as functional structure, the respective workers
and supervisors are grouped on a functional basis such as finance, production and
marketing and so on.

Line and Staff Organization

In this type of organization, the functional specialists are added to the line, thus
giving the line the advantages of specialists. This type of organization is most common
in business economy and specially among large enterprises. Staff is basically
advisory in nature, and usually does not possess and command authority over line
mangers. The staff consists of two types:

General staff: This group has a general background that is usually similar to
executives and serves as assistants to top management. They are not specialists
and generally have no authority or responsibility of their own. They may be known
as special assistants, assistant managers or in a college setting as deputy
chairpersons.

Specialized staff: Unlike the general staff, who generally assist only one line
executive, the specialized staff provides expert staff advice and service to all
employees on a company-wide basis. This group has a specialized background in
some functional area and it could serve in any of the following capacities:

(a) Advisory capacity: The primary purpose of this group is to render
specialized advice and assistance to management when needed. Some typical
areas covered by advisory staff are legal, public relations and economic
development.

(b) Service capacity: This group provides a service that is useful to the
organization as a whole and not just to any specific division or function. An
example would be the personnel department serving the enterprise by
procuring the needed personnel for all departments. Other areas of service
include research and development, purchasing, statistical analysis, insurance
problems and so on.

(c) Control capacity: This group includes quality control staff who may have
the authority to control the quality and enforce standards.

The line and staff type of organization uses the expertise of specialists without
diluting the unity of command. With the advice of these specialists, the line managers
also become more scientific and tend to develop a sense of objective analysis of
business problems. According to Saltonstaff, a staff member may serve as a coach,
diagnostician, policy planner, coordinator, trainer, strategist, and so on.
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A simple line and staff diagram is shown in Fig 2.2 as follows:

Fig 2.2  Line and Staff Diagram

The line and staff type of organization is widely used, and is advantageous
to the extent that the specialized advice improves the quality of decisions resulting
in operational economics. Also, since line managers are generally occupied with
their day-to-day current operations, they do not have the time or the background
for future planning and policy formulation. Staff specialists are conceptually oriented
towards looking ahead and have the time to do strategic planning and analyse the
possible effects of expected future events.

Its main disadvantages are the confusion and conflict that arises between
line and staff, the high cost that is associated with hiring specialists and the tendency
of staff personnel to build their own image and worth, that is sometimes at the cost
of undermining the authority and responsibility of line executives.

Line and Staff

Line agencies directly work for the achievement of the organizational purposes.
Staff agencies advise and assist the line agencies in their activities, while the auxiliary
agencies provide common housekeeping.

Line agencies

A line is originated in the military. They are concerned with substantive functions of
government and are primary and central at any large organizations. Some of the
classical examples are as follows:

 Government departments

 Public corporations

 Government companies

 Independent regulatory commissions
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The functions of line agencies are as follows:

 Making decision

 Taking responsibility

 Planning

 Interpreting and defending policy

 Maintaining production and seeking efficiency and economy

The salient features of line are as follows:

 Authority flows from vertical to downwards

 Direct chain of command

 Unity of command

 It takes decisions and issue commands

 Delegation sometimes called ‘direct operative authority’

Staff agencies

It is a stick on which you can lean for support, but it cannot take or initiate any
decision. So, it is only supportive of main line function. They advise and help the
line functions for more efficient results. But staff officers do not have any command
over the functions.

The functions of staff agencies are as follows:

 Budgeting and accounting

 Personnel

 Planning

 Research, reporting and public relations

 Legal services

 Other management procedures

The main characteristics of staff agencies are as follows:

 Assistance

 Information

 Advisory: Planning Commission

 Supervisory: Cabinet Secretariat

 Delegated functions: PMO Press release

There are three types of staff agencies:

(i) General staff or filter and funnel–(PMO or White House): administrators
and non-technical

(ii) Technical staff: economic or financial or foreign affair advisor

(iii) Auxiliary staff: Willoughby called them the ‘institutional or housekeeping’
services
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Auxiliary agencies

They were termed as the ‘establishment services’ by British writers.

Staff and auxiliary agencies have four major differences, which are as follows:

(i) Advise-housekeeping

(ii) No authority, limited

(iii) No executive function-auxiliary have operational responsibility

(iv) Staff is attached to line at every level

Staff agencies in three countries

 India: PMO, Cabinet Secretariat, Cabinet Committees, Planning
Commission, UPSC, SSC, CBI.

 Britain: Cabinet Secretariat, Cabinet Committees, Treasury, Civil Service
Department, Central Police Review Staff.

 USA: White House Office, EOP, National Security Council, Office of
Management and Function.

Conflict between staff and line

Following are the reasons for conflict between staff and line:

 Line dislikes staff for the fear of being taken for a ride.

 Staff controls office technology including fax and computer.

 Staff controls information.

 Line is not for change but staff act as catalyst for change.

Finance Commission

The Finance Commission is a Constitutionally mandated body that is at the centre
of fiscal federalism. Set up under Article 280 of the Constitution, its core
responsibility is to evaluate the state of finances of the Union and State Governments,
recommend the sharing of taxes between them, lay down the principles determining
the distribution of these taxes among States. Its working is characterised by
extensive and intensive consultations with all levels of governments, thus
strengthening the principle of cooperative federalism. Its recommendations are
also geared towards improving the quality of public spending and promoting fiscal
stability. The first Finance Commission was set up in 1951 and there have been
fifteen so far. Each of them has faced its own unique set of challenges.

The Fifteenth Finance Commission was constituted on 27 November 2017
against the backdrop of the abolition of Planning Commission (as also of the distinction
between Plan and non-Plan expenditure) and the introduction of the goods and
services tax (GST), which has fundamentally redefined federal fiscal relations.

The Terms of Reference of the current Commission have some distinctive
features, including recommending monitorable performance criteria for important
national flagship programmes and examining the possibility of setting up a permanent
non lapsable funding for India’s defence needs. The reorganisation of the State of
Jammu and Kashmir into two Union Territories – one of Jammu and Kashmir and
one of Ladakh – presents a new dynamic. On the whole the Finance Commission
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faces new challenges in the process of the evolution of our federal polity. As an
important Constitutional entity, the Commission is committed to balancing competing
claims and priorities among all three tiers of government in a credible manner.

NITI Aayog

National Institution For Transforming India (NITI) Aayog is a premier policy think-
tank of Government of India which is providing two important things i.e. directional
inputs & policy inputs. The NITI Aayog was established by the Narendra Modi’s
NDA government to replace the Planning Commission. The following are the
functions of the NITI Aayog:

 To evolve a shared vision of national development priorities sectors and
strategies with the active involvement of States in the light of national objectives

 To foster cooperative federalism through structured support initiatives and
mechanisms with the States on a continuous basis, recognizing that strong
States make a strong nation

 To develop mechanisms to formulate credible plans at the village level and
aggregate these progressively at higher levels of government

 To ensure, on areas that are specifically referred to it, that the interests of
national security are incorporated in economic strategy and policy

 To pay special attention to the sections of our society that may be at risk of
not benefiting adequately from economic progress

 To design strategic and long term policy and programme frameworks and
initiatives, and monitor their progress and their efficacy. The lessons learnt
through monitoring and feedback will be used for making innovative
improvements, including necessary mid-course corrections

 To provide advice and encourage partnerships between key stakeholders
and national and international like-minded Think tanks, as well as educational
and policy research institutions.

 To create a knowledge, innovation and entrepreneurial support system
through a collaborative community of national and international experts,
practitioners and other partners.

 To offer a platform for resolution of inter-sectoral and inter- departmental
issues in order to accelerate the implementation of the development agenda.

 To maintain a state-of-the-art Resource Centre, be a repository of research
on good governance and best practices in sustainable and equitable
development as well as help their dissemination to stake-holders

 To actively monitor and evaluate the implementation of programmes and
initiatives, including the identification of the needed resources so as to
strengthen the probability of success and scope of delivery

 To focus on technology upgradation and capacity building for implementation
of programmes and initiatives

 To undertake other activities as may be necessary in order to further the
execution of the national development agenda, and the objectives mentioned
above
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Check Your Progress

6. Which is the simplest form of organization?

7. Define ‘staff authority’.

8. Mention the types of staff agencies.

2.4 CHIEF EXECUTIVE

A chief executive is a person or a body of persons at the head of the administrative
system of a company. The administrative hierarchy of a country resembles a
pyramid, broad at the base and tapering towards the top till it ends at a single
point, the Apex. The chief executive is the apex of the administrative pyramid. In
India the president (or speaking or realistically, the cabinet) is the chief executive
of the Union and the Governors, of the States. In Britain, the monarch is the chief
executive, in the USA the President and in Switzerland the Federal Council. It
should be noted that every level of Government has Federal Council. It should be
noted that every level of government has its chief executive, so that in a federal
country like India or USA there is a chief executive of the national government and
also the chief executives of several states. Similarly, at the level of local government,
you have mayors, presidents, chairmen, city managers, burgomasters, etc. who
are the chief executives of their several jurisdictions. The chief executive of the
national government is, of course, the chief executive par excellence, but what is
said about him also applies, with the obvious differences of setting and detail, to
the chief executives at the lower levels.

Types of Chief Executive

There are three different forms of chief executives, which are as follows:

1. The Presidential form, as in the USA

2. The Cabinet form, as in India and UK

3. The Collegiate type, as in Switzerland

The nature of relationships and the administrative functions of the chief
executive in these different systems of governments differ from one another.

1. The President as the chief executive: The Presidential pattern of
government has its origin in the USA and is now confined to certain countries,
which are exclusively in the Western Hemisphere. The major characteristic
of the presidential system is that all the executive powers are vested in a
President. It is a ‘solitary’ not a ‘collective executive’. The President not
only serves as the head of government, but also as chief of state; the
ceremonial head of the nation.

The Presidency of the USA is one of the greatest political offices in the
world. Its occupant has become, with the exception of the Central European
dictators–the most powerful head of the government known at present. He
is absolutely free with respect to the exercise of his powers and tenure of
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office, except that all appointments made and treaties concluded by him are
ratified by the Senate. As his term of office goes by calendar, his responsibility
to the electorate is unenforceable. In the exercise of his executive duties,
the President is assisted by his secretaries who are heads of different
departments and are now thirteen in number. The secretaries of the President
are merely his personal assistants. They are appointed by him and are
responsible to him. The ‘Cabinet’ in the United States is a mere creation of
the President’s will. It exists only by custom and on the President’s will. If
the President desires to dispense it, he can do so.

In fact, the President of the USA is the real executive. He is the ceremonial
head of the American Government. On the President falls the Constitutional
charge to ‘take care that the laws be faithfully executed.’ He controls and
directs the American armed forces. He has prime responsibility for the
conduct of US foreign policy. He is expected to play a large role ‘guiding
congress in much of its law-making activity.’

The chief merit of the presidential type executive is that the president is an
elected representative of the people, but his tenure does not depend upon
the fluctuating will of the legislature. The principal virtue of presidential system
is the fact that it creates a stable executive within the framework of a
democratic order. This means promptness, vigour and an initiative in the
administration. The unity of control, quickness in decision and concert policy,
when the emergency of any kind may demand, can best be obtained in the
presidential system.

2. The cabinet as the chief executive (Parliamentary form of
Government): The countries like Britain and India have parliamentary
system or cabinet system of government. In parliamentary system a clear
distinction is made between the head of the state and the head of
governance–a nominal executive and a real executive. The head of the state,
King in Britain or President in India possesses a nominal or titular authority
whereas the real authority rests with cabinet of which Prime Minister is the
head. The king or president has a de jure authority, although legally they
possess all the powers and privileges which the constitution and laws may
confer upon them, but in practice they exercise none. They are simply the
bearer of the authority.

In a parliamentary system, the government is constituted from the majority
party or a combination of parties, if they had agreed on certain fundamentals
for purposes of a coalition. The normal procedure is that the nominal
executive—monarch or president, summons the leader of the majority party
or a coalition of parties to form the government. The person so summoned
as the Prime Minister designate who chooses his own team of ministers
from among the members of his party in the legislature, including a few from
the outside if deemed necessary and in case there is no constitutional bar to
such an inclusion. The council of ministers or cabinet, thus constituted
functions under the leadership of the Prime Ministers or cabinet, and is
collectively responsible to the lower house of the Parliament.
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Thus, in the parliamentary system of government, cabinet is a wheel within
a well and it is pivot on which the whole political machinery revolved. It is
supreme directing authority. The cabinet is headed by the Prime Minister.
He has four important roles:

(i) He is the head of the ministry.
(ii) He is leader of the legislatures.
(iii) He is the person through whom the head of the state–King or President,

normally communicates with the cabinet.
(iv) He is the head of the legislative wing of the party and responsible for

maintaining harmony with its organizational wing.

The cabinet system works on the well accepted principle that ministers are
responsible to the legislature for all their official acts and they remain in
office as long as they retain its confidence. This is called ministerial
responsibility and it is this responsibility that gives rise to the cabinet system
and is the main theme of a responsible government as well.

The cabinet system is founded on a fusion of the executive and legislative
powers and, at the same time, upon the maintenance of harmonious relations
between them. The members of the cabinet are members of the legislature
as well as heads of the executive departments of the government. They are
responsible for defining the broader lines of national policy, collectively
constituting the government and running the administration.

The cabinet system is the best example of representative democracy, for it
recognizes the ultimate sovereignty of the people. Ministerial responsibility
is immediately to the legislature, but no majority dare ride rough-shod over
public opinion.

Following are the main functions of the cabinet:
(i) The final determination of government policy
(ii) The supreme control of the executive
(iii) The continuous co-ordination
(iv) Elimination of the activities of the separate departments of state

Thus, cabinet has an enormous potential and actual power. The source of
this power lies in the fact that its membership includes not only leading
politicians of the majority party but also the heads of the major government
departments. Collectively they control not only the civil servants who
effectively run the departments but also the Parliament that gives legal
authority to the actions those civil servants take.

Thus, under a parliamentary system the real executive is the cabinet, plural,
no doubt, but the cabinet, headed by the Prime Minister, is a unit which
provides political leadership. It comes into office as a unit and it goes out of
the office as a unit and collective responsibility is the method by which this
unity is secured and enforced. The cabinet is a policy formulating body and
its members preside over the administrative departments of government.
Both for policy and administration, they are responsible to parliament and
they all act under the leadership of the Prime Ministers.
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3. The collegial executive of Switzerland: Besides the parliamentary and
the presidential there are others types of executive, e.g., the collegial type
of Switzerland, and the Sovia-type of the USSR, not to speak of the
autocratic type found under the absolute monarchies and dictatorships.

The collegial executive of Switzerland represents a mixture of some of the
basic principles of the parliamentary and the presidential types. Like the
former, it is a plural body consisting of seven members. It is truly collegial
because in it there is nobody like the Prime Minister holding a position of
primacy. All its members are truly equal in rank. These members have seats
in the legislature, participate in its proceedings and even lead it, though they
have no right to vote. They are also responsible to the legislature.

The responsibility of the members of the Swiss executive to the legislature
does not entail their resignation when the latter disapproves of their policy.
They merely change that policy in accordance with the wishes of the legislature
and continue, term after term, for many years, Again, just like the presidential
executive the Swiss federal council has no power to dissolve the legislature
and appeal to the people.

2.4.1 Functions and Powers of Chief Executive

There are two types of functions that a chief executive has to perform under any
system of government. These are as follows:

 Political functions: In any system of government the chief executive is
required to perform several political functions. It is his responsibility to lead
the nation by putting forth new policies and programmes, which in his opinion
the country badly needs. He should always keep his political party with him
and ensure that all differences within the party are settled. He also should
ensure that his cabinet functions as a homogenous body in which there is full
cooperation and coordination. He should not only integrated the wishes of
his party but provide it good leadership as well. He should always keep a
watch on the pulse of the legislature. He is supposed to obtain and retain a
legislature support for his policies and programmes.

 The administrative function of the chief executive: The chief executive
as the head of the administration has many administrative duties. The first and
foremost of these functions is the formulation of the administrative policy—
what shall be done by his administration and how. Making of policy is one of
his political functions too, but this should cause no confusion if you remember
that policy formulation has to be done in several stages and at the various
levels of the hierarchy. No policy can be formulated, complete in all bearings
and details, at a single stroke. At the political and the legislative level, only the
general outline of the policy can be laid down. The initiative for it may come
from the chief executive or the legislature itself. Whatever its source or origin,
it requires to be cleared with (or passed by) the legislature, and usually takes
the form of a law. For example the executive may propose and the legislature
may pass a law to the effect that the recruitment to the public services shall be
by merit. This is primary policy. Some of the more important details are supplied
by the chief executive at the administrative level. This is secondary policy.
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Many other details of a more minute character may have to be supplied at the
lower levels as the policy passes through them in the course of its execution.
Thus, policy is like a snow-ball rolling down a snow-clad hill, gathering mass
and momentum at every step of its progress downward. Each of the levels of
the administrative hierarchy contributes something to it and thus may be said
to participate in its formulation. The chief executive naturally has the largest
share of all, in this function. In fact, in many instances, he formulates the primary
policy itself, because legislation does not cover the whole range of his
administrative activity. Much is left to the discretion of the chief executive and
in this discretionary sphere, he initiates the primary policy.

Another important administrative function of the chief executive is planning.
In its most general sense, planning is preparation for any action whatever. As such,
conscious or unconscious planning precedes every action. Policy formulation itself
is a kind of planning. Its implementation too involves planning.

The chief executive also has to sanction and authorize the details of the
organization through which his plans are carried out and the administration is to
function. New departments, bureaus, divisions, etc., may have to be created for
the new purposes undertaken, and the old ones may have to be reorganized or
overhauled to ensure their more efficient functioning. Under the presidential type,
such as that of the USA, the powers of the President in the matter of organization
are limited. He cannot create or abolish departments, but can reorganize the bureaus
and lesser agencies and transfer them from one department to another. In
parliamentary countries the chief executive usually has the power to create, abolish
or reorganize the departments as he thinks best.

The chief executive also has the power to appoint and remove the personnel.
The scope of this power varies from country to country, but even when the merit
system of appointments is fully installed, a number of higher posts have to be filled
by the chief executive. The next duty of the chief executive is to direct administration
through rules, regulations or orders of specific application. These are often
embodied in manuals and codes that prescribe the channels in which the
administration should flow and the methods it should follow.

A chief executive is responsible for the supervision and control of the entire
administration. He does it by means of the periodical reports which he receives from
his principal lieutenants down the administrative hierarchy. The purpose of supervision
and control is to ensure that each individual in the organization does his work diligently
and according to the plan or policy laid down. The chief executive also has the
power to order the investigations and enquiries whenever necessary, either to collect
information or to remove complaints. The enquiries and investigations may be
departmental, or through independent commissions or committee. They may be secret
or public as required by the circumstances of the case. Such enquiries help in the
removal of malpractices and defects, and also in collection of the date on the basis of
which new orientations of policy may be made.

Thus, planning, organization, staffing, directing, etc., summed up in the word
‘POSDCORB’ are the principal functions of the chief executive. To a lesser degree
and with the appropriate differences of setting and detail, these functions also
belong to the executive at lower levels.
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2.4.2 Actual Role of the Chief Executive
A chief executive is primarily a political head and spends most of his time and
energy in wielding and securing his leadership in the government and the party. In
the administrative field, most of the functions discussed in the last section are only
theoretically in his domain. In the actual practice they are exercised by departmental
heads, board and commissions in his name. This is so more particularly in the
cabinet system of government, where the minister’s role is restricted only to laying
down the administrative policies and to general supervision of the departmental
activities. The actual day-to-day administration is carried on by the permanent
heads of department. Thus, in practice actual role of the chief executive is that of
‘a trouble shooter, a supervisor and a promoter of the future programme.’ His
great virtue lies not in administrating the work but in making others administer.

Donald C. Stone in his book ‘New Horizons in Public Administration: A
Symposium’ has suggested how a chief executive should perform? He suggests
the following:

 In long range terms, the job of an executive is to create an environment
conducive to concerted effort in pursuit of the organization’s objectives.

 His job is to know what is going on in the organization and to be in a
position to act on the issues which require his personal attention and still to
retain sufficient freedom to deal with those outside his organization—
superiors, legislators, public.

 The government executive may have a large grant of legal authority, but he
will find that in actual fact it must be used in an economical fashion.

 No head of a government department or other subdivision should do work
or make decisions that should be the responsibility of officials at a lower
level in the organizational hierarchy.

 The executive should use a major portion of his time and talents in being the
catalyst who assimilates and draws together the ideas of the others, resolves
lines of action, gets agreements nailed down and sees that action gets taken.

 The executive must know enough of the general field not to get lost in the
labyrinth. If he does not know the programme at the outset, he must master
quickly its major substantive elements. Otherwise he will be unable to
command the loyalty and respect of his specialists and weld them together
as a team.

Qualities needed for a successful executive
Writers on the administration often raise the questions as to what qualities are
needed for a successful executive. Obviously, there can be no finality or universal
agreement about the list of such qualities, but there are few of them which are
generally accepted as indispensable. The first requisite is strength and balance of
personality. Strength implies intelligence, firmness of purpose, continuous interest
in the work and energy, without these, whatever the formal or legal powers of the
executive may be, he would fail to make his mark.
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Balance is rather difficult, to define; negatively it may be described as the
opposite of lop-sidedness. It is the quality that induces people to repose trust in you
and your judgment. Irritability, display of undue enthusiasm, a single-tracked mind,
vindictiveness, unwillingness to face unpleasantness or fear of giving offence to any
one—these are so many deviations from balance of personality, and the more free
from them an executive or administrator is, the more suited to his work he is.

Experience shows that a successful administrator tends to be an extrovert
than an introvert.

A second requisite is the quality of leadership. This again is something which it
is not easy to define. It has been variously described as the ‘capacity to lubricate
human relationships’, to ‘recreate and retain enthusiasm’, or as one writer puts it, ‘to
make men feel two inches taller in your presence’. Great leaders whether in
administration or elsewhere are found to possess two traits in common. They identify
themselves perfectly with the objective in view. This is the source of the enthusiasm
they experience and are able to transmit to others. Also, they have an attitude of
generosity towards those working under them and usually overstate rather than
understate the merits and good work of their subordinates. Nothing inspires people
more to make a better effort than a word of recognition and praise when there is an
occasion for it. Besides these, another element of leadership is a talent for ideas and
the power to express them lucidly and eloquently in speech or writing. All great
leaders have been men of ideas. This quality enables them to find solution of problems
in hand, and to lay down the objectives and goals to which people are to be led.

Finally, there must be the administrative ability in the successful executive.
According to Pfiffner, the essence of this quality is to get things done well and
economically by others. A good administrator is a person endowed with the capacity
to plan big projects, to create a necessary body for it to keep that organization
working smoothly and efficiently, and to achieve the objective within the limits of
the funds, materials, personnel and the time allotted for the purpose. There is an
unending discussion among theorists about the source or basis of the administrative
ability. Some say that it is a natural endowment or the inborn quality, and cannot
be acquired or made. Others maintain that training and experience can go a long
way in creating or, at least improving it. Without dogmatising on the point it may be
said that for success in the administration, generally the same qualities are required
as in other walks of life.

The occupants of higher positions in public administration must also be
able to get on with their politician bosses. It should be noted that each of these
qualities is highly complex and easier to state than to recognize or assess in an
untried man. This constitutes the crux of the problem of recruitment of the
administrative services.

C. Rajagopalachari, a successful administrator himself and former Governor-
General of India enumerated six fundamental requirements of a good administrator.

1. He must be a man of character.

2. The top administration must have the capacity to judge upon relevant advice
and to decide promptly and rightly in the executive matters.
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3. A good administrator must inspire confidence among his subordinates who
have to carry out his decisions.

4. When a decision has been taken everyone should thereafter feel that there
will be no vacillation.

5. The administrator must be even tempered. ‘Bad temper is not a substitute
for firmness. It does not pay. It leads to being surrounded by worthless
people who can stand bad temper.’

6. An administrator should be able to bring into being a sense of social purpose
among his staff of all ranks. He should see to it that his men understand
what work they are doing is for, and how its purpose is good and laudable.

In brief, an executive’s job is one of maximizing his influence throughout his
organization as distinguished from relying exclusively upon his formal authority
and the power of command. The executive should use a major portion of his time
and talents in being the catalyst who assimilates and draws together the ideas of
others, resolves lines of action, gets agreements nailed down, sees that action gets
taken. He is symbol to his organization.

Check Your Progress

9. Which are the three different forms of chief executive?

10. What are the two types of functions that a chief executive has to perform?

11. What is the first requisite quality for a chief executive?

12. What does C. Rajagopalachari say about the ideal temperament of a chief
executive?

2.5 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. In every large scale organization there are few who command and there
are others who are commanded. This results in the creation of superior–
subordinate relationships through a number of levels of responsibility
reaching from the top down to the bottom of an organization. A pyramidal
type of structure is thus built up which Mooney and Reilet call the ‘scalar
process’.

2. The primary element of authority is that it should be accepted to those on
which it is exercised. The obedience of authority is thus a must for the
smooth functioning of an organization.

3. The three types of delegation are: full delegation, when complete
powers are conferred on the agent; conditional delegation when the
action of the subordinate is subject to confirmation and revision by
the supervisor; and formal delegation, when embodied in written rules
by laws or orders.
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4. The uncorrelated system is characterized by the treatment if each service
or agency as an independent unit not related to the other services, and
the line of authority running direct from it to the chief executive or the
legislature.

5. Two advantages of centralization are:

 Uniformity in functioning

 Clarity about source of decisions

6. Line organization is the simplest form of organization, and is the most common
among small companies.

7. ‘Staff authority’ has a general background that is very similar to executives
and serves as assistants to top management. They are not specialists and
generally have no authority or responsibility of their own.

8. There are three types of staff agencies: general staff, technical staff and
auxiliary staff.

9. The three different forms of chief executive are: the Presidential form, the
Cabinet form and the Collegiate type.

10. The two types of functions are: the political function and the administrative
function.

11. The first requisite quality for a chief executive is strength and balance of
personality. Strength implies intelligence, firmness of purpose, continuous
interest in the work and energy, without these, whatever the formal or legal
powers of the executive may be, he would fail to make his mark.

12. As per C. Gopalachari, the administrator must be even-tempered, because
‘bad temper is not a substitute for firmness. It does not pay. It leads to
being surrounded by worthless people who can stand bad temper.’

2.6 SUMMARY

 Every organization has certain objectives and goals to achieve and is structured
on the basis of certain principles with a view to achieving these objectives.

 The principles of organization are generally followed by every organization
for the achievement of its ends. The scalar system is almost indispensable
for very large-scale organization.

 An organization is more than its structure and its official relationships as
spelled out in its organization charts and manuals.

 The unity of command recommended eight foremen or supervisors for each
individual worker, who are called the following:

o The gang boss o The speed boss

o The inspector o Repair boss

o The order of work and route clerk o The instruction card clerk

o The time and cost clerk o The shop disciplinarian
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 Inherent in development administration is the idea of decentralization
rediscovered by development theory in mid-70s.

 There are many factors that influence an individual’s response to authority
and thus, the response may vary from one situation to another.

 Creating the institutional opportunities for power distribution without the
domination of the entrenched interests would be very difficult.

 The type of authority to be selected by the organization executive depends
upon the different situations and problems of particular organizations.

 Delegation of the authority means more than simply assigning duties to others
in more or less detail.

 Coordination has both negative and positive connotations. Negatively,
coordination means that the removal of conflicts and the overlapping in the
administration, positively, it means to secure cooperation and teamwork
among the numerous employees of an organization.

 Decentralization is expected to work for the building up of an administrative
space at the cutting edge level where the felt needs of the poor could be
ventilated.

 The type of organizational structure would depend upon the type of organization
itself and its philosophy of operations. Basically, the structure can be mechanistic
or organic in nature or a combination thereof. However, most organizational
structures are still designed along mechanistic or classical lines.

 This is the simplest form of organization and the most common one among
small companies. The authority is embedded in the hierarchical structure,
and it flows in a direct line from the top of the managerial hierarchy down to
different levels of managers and subordinates and further down to the
operative levels of workers. It clearly identifies authority, responsibility and
accountability at each level.

 In line and staff type of organization, the functional specialists are added to
the line, thus giving the line the advantages of specialists. This type of
organization is most common in business economy and especially among
large enterprises.

 A chief executive is a person or a body of persons at the head of the
administrative system of a company. The administrative hierarchy of a country
resembles a pyramid, broad at the base and tapering towards the top till it
ends at a single point, the Apex. The chief executive is the apex of the
administrative pyramid.

 The major characteristic of the presidential system is that all the executive
powers are vested in a President. It is a ‘solitary’ not a ‘collective executive’.
The President not only serves as the head of government, but also as chief
of state; the ceremonial head of the nation.
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 The countries like Britain and India have parliamentary system or cabinet
system of government. In parliamentary system a clear distinction is made
between the head of the state and the head of governance–a nominal
executive and a real executive.

 In any system of government the chief executive is required to perform several
political functions. It is his responsibility to lead the nation by putting forth new
policies and programmes, which in his opinion the country badly needs.

 The chief executive as the head of the administration has many
administrative duties. The first and foremost of these functions is the
formulation of the administrative policy—what shall be done by his
administration and how.

 The chief executive also has to sanction and authorize the details of the
organization through which his plans are carried out and the administration
is to function.

 Thus, planning, organization, staffing, directing, etc., summed up in the word
‘POSDCORB’ are the principal functions of the chief executive. In a lesser
degree and with the appropriate differences of setting and detail, these
functions also belong to the executive at lower levels.

 A chief executive is primarily a political head and spends most of his time
and energy in wielding and securing his leadership in the government and
the party. In the administrative field, most of the functions discussed above
are only theoretically in his domain. In the actual practice they are exercised
by departmental heads, board and commissions in his name.

 The parliamentary control over public corporation is co-terminus with the
ministerial control. A minister should be answerable to the Parliament on all
those matters in which he exercises control or in which he gives direction to
the corporation.

 The objectives of the Public Corporation cannot be separated from national
goals. The problem is one of establishing sound management standards and
practices within the context of broader national policy.

2.7 KEY TERMS

 Hierarchy: The clear lines of authority running from top to bottom of the
organization are known as hierarchy.

 Span of Control: It refers to the number of subordinates which an officer
can effectively supervise.

 Unity of Command: This means that each individual employee shall have
only one man as his ‘boss’ and shall receive orders only from him.

 Delegation: It is defined as conferring of specified authority by a higher to
a lower authority.
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 Coordination: Removal of conflicts, no overlap in administration, and secure
cooperation and teamwork among employees is known as coordination.

 Chief Executive: A chief executive is a person or a body of persons at the
head of the administrative system of a company.

 Parliamentary System: In parliamentary system, a clear distinction is made
between the head of the state and the head of governance–a nominal
executive and a real executive.

 Line Organization: In this structure, the authority is embedded in the
hierarchical structure, and it flows in a direct line from the top of the managerial
hierarchy down to different levels of managers and subordinates and further
down to the operative levels of workers.

2.8 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. Why is coordination needed?

2. List the disadvantages that resulted from non-observance of coordination.

3. What are the implications of centralization?

4. Mention the advantages of centralization.

5. What is delegation? Why is it needed?

6. What is general staff and what is specialized staff? How are they variously
used?

7. Identify the various functions and powers of a chief executive.

Long-Answer Questions

1. List the various aspects of decentralization.

2. Describe the principles of a good organization.

3. Discuss the various sources and types of authority.

4. Explain the line organization structure with the help of a diagram.

5. What is the concept of a chief executive? How is this concept implemented
differently in various countries?

6. How does the actual role of a chief executive differ from the theoretical
responsibilities? Discuss also the qualities needed for a successful executive.
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3.10 Further Reading

3.0 INTRODUCTION

In the previous unit, you learnt about the principles of organization and the powers
and functions of the chief executive of an organization. In this unit, we will discuss
personnel administration in public administration. Personnel administration is another
term for a human resources (HR) job. The duties of a personnel administrator
include hiring and training employees, carrying out evaluations and handling
employee grievances. This unit examines recruitment, training and promotion of
employees in public administration. The unit goes on to discuss the premier agency
for recruiting personnel at the central level in India, that is, the UPSC. The final
sections of the unit discusses O&M and the settlement of disputes.

3.1 OBJECTIVES

After going through this unit, you will be able to:

 Discuss the various types of personnel administration

 Analyse recruitment and promotion in personnel administration

 Examine the methods of training employees

 Explain the functions of the UPSC
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3.2 RECRUITMENT, TRAINING AND
PROMOTION

Let us begin with a discussion on recruitment.

3.2.1 Recruitment

The procedure of recruitment is a vital task for the modern governments. This is
the core issue of personnel administration. The selection of the right people for the
right tasks is important and crucial since manpower is the most crucial component
of any administrative system.

In the words of J.D. Kingsley, ‘Public recruitment may be defined as that
process through which suitable candidates are included to compete for
appointments to the public service. It is thus an integral part of a more inclusive
process — selection — which also includes the process of examination and
certification.’

In the words of Presthus, ‘Public recruitment for the second half of the
twentieth century will have to be geared to a nuclear physical world in which the
solutions of human problems will demand the utmost in human competence. The
emphasis will be not only on finding, but on building men who are capable of performing
the complex tasks of coordinating institutions growing even more complex.’

One of the first countries which developed an effective recruitment system
was China. China did this through the process of competitive examination. The
procedure which is followed in India is called ‘merit principle’. This system has
been working since the British times of 1853.

Constituents of a positive recruitment policy

The fundamental constituents of a positive recruitment policy are:

 Discovery, innovation and promotion of employment markets for public
services posts

 Selecting the ideal candidates within the services

 Placement programs for assigning the right man for the right job

 A probationary program which is vital for the recruitment procedure

 Use of literature and publicity for the process of recruitment

 Inception of scientific methods for gauging the abilities of candidates.

Forms

There are basically three forms of recruitment systems which are used all over the
world in selection of civil servants. They are:

1. Cadet system: This system is used for the recruitments in the area of defense
services in most countries of the world. Recruitment in this system is done
at a very early age, usually between 16 to 20 years.
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2. Expertise: Under this system, candidates with technical expertise and special
qualifications are recruited directly by the government. Age of candidates
may vary between 18–45 years. This kind of system is prevalent in the
United States.

3. General mental ability: Under this system, the candidates, who fall between
the age group of 21 to 28, are recruited through examination in the fields of
liberal arts or basic sciences. Mental ability is the basic criteria for selection
under this system. This system is followed in our country, and also in some
European countries.

Recruitment methods

The methods which are used for selection of candidates are:

 Examination

 Personal judgment

 Previous records

 Character certificate

 Educational qualifications and abilities

Written examinations

The recruitment of civil servants cannot be thought of without passing the written
examinations. Written examinations can be grouped into the following categories:

 Ability tests

 Aptitude tests

 Achievement tests

 Personality tests

 Oral interview

The competitive exams held in India follow the British pattern, the entrance
being based on merit, irrespective of sex, religion or caste. Direct recruitment for
administrative as well as executive services is done through this procedure. General
knowledge of a variety of subjects is assessed. The recruitment process is divided
into three stages. These are:

Fig 3.1 Recruitment Process
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Types of Recruitment

There are basically three types of recruitment that can be used by an organization.
These are direct, indirect and third-party methods. Let us discuss each of these
methods one by one.

I. Direct Method

Here, an organization sends representatives to educational or training institutes to
seek out potential candidates. They establish direct contact with the candidates
seeking employment. Sending the recruiter to conventions, seminars, setting up
exhibits at fairs and using mobile office to go to the desired centres are some other
methods used to establish direct contact with the job seekers.

Advantages

The advantages of the direct method of recruitment are:

 Clear transmission of the employer message

 Visible in-house endorsement of the organization by its members serving as
recruiters

 Simplified logistics for potential candidates

 Potentially reduced recruitment costs

Disadvantages

The disadvantages of the direct method of recruitment are:

 Lack of expert HR expertise (when other staff are assigned the recruiting
task)

 Inherent risks while dealing with a less-motivated talent pool in virtue of the
minimal effort required on the part of the target population to capture the
attention of the employer

II. Indirect Method

In the indirect method of recruitment, as the name suggests, candidates are hired
indirectly. The methods of indirect method include advertisements in newspapers,
on the radio and television, in professional journals, technical magazines, and so
on.

Advantages

The indirect method of recruitment is useful when:

 When an organization does not find suitable candidates to be promoted to
fill up the higher posts

 When the organization wants to reach out to a vast territory, and

 When the organization wants to fill up scientific, profes-sional and technical
posts.

Disadvantages

The disadvantages of the indirect method of recruitment are:

 Some of the best candidates who are well paid and are challenged by their
current jobs may not be aware of such openings.
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 The organization may get number of applications having marginal qualification.

 There are high costs involved in giving an advertisement in the paper or
television

III. Third Party Method

When recruitment occurs with the help of a third party, it is known as third party
recruitment. The methods of third party recruitment include the use of private
employment agencies, management consultants, professional bodies/associations,
employee referral/recommendations, voluntary organisations, trade unions, data
banks, labour contractors, and so on.

Advantages

The advantages of third party recruitment are as follows:

 Third parties like employment exchanges and recruitment companies may
have many contacts and are good at contacting qualified, currently employed
candidates who are not actively looking to change jobs.

 Third parties keep the firms’ name confidential till the finalization of the deal.

 Third parties advertise vacancies on their own, pre- screen hundreds of
applicants and identify the right candidates.

Disadvantages

The disadvantages of the third party method of recruitment are:

 Sometimes third parties demand very high fee from the organizations

 Sometimes third parties reveal the secret of the organizations to candidates.

 There have been cases of third parties cheating candidates.

3.2.2 Training

Training is a vital part of any modern administrative system. The growing numbers
of training institutes and diverse training programs are indicative of this very fact.

In the words of William G. Torpey, ‘training is the process of developing
skills, habits, knowledge, and aptitudes in employee for the purpose of increasing
the effectiveness of employees in their present Government positions as well as
preparing employees for future Government positions.’

A.D. Gorwala feels that the concept of theory has a blend of various
elements. According to him,

In one sense, training means the imparting knowledge of facts and
their inter-relations — knowledge essentially of specialized or
professional nature....In another sense training involves the teaching
of techniques which require the coordinated handling of tools and
appliances and physical faculties rather than of ideas....In still another
sense, training entails the formation of mental and physical habit
patterns lo ensure that the same stimuli would always produce the
same automatic responses; finally, training implies what the good
gardener does to the growing sapling.
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Objectives of training

Fundamentally, training has one basic objective which is ‘efficiency’, and efficiency
also has two significant aspects, namely:

 Technical efficiency

 Improvement of morale

Methods of training

There are various training methods which have evolved over the years. Some of
them are as follows:

Training through experience: This involves recruiting a fresh candidate
and letting him learn from his work through gaining experience.

Lecture method: This involves rigorous classroom teaching through
lectures, debates seminars and discussions. This is the oldest of all training methods.

Syndicate method: this contemporary method is widely used among many
countries. Under this method topics are assigned to the candidates. This method
is usually of two types, namely:

 Problem solving

 Knowledge gathering

3.2.3 Methods of Training

Training methods refer to instructional methods used for delivering learning contents.
It can be classified as on-the-job and off-the-job training.

I. On the Job Training

On-the-job training is one the oldest types of training methods. It refers to recruits
learning at work under the supervision of a line manager or a supervisor.

Apprenticeship

According to R. W. Glover, ‘Apprenticeship is a work study training method with
both on-the-job and classroom training.’ In India, the definition of apprentice is
provided by the Apprentices Act, 1961. According to this Act, apprenticeship
training means, ‘a course of training in any industry or establishment undergone in
pursuance of a contract of apprenticeship and under prescribed terms and
conditions which may be different for different categories of apprentices.’ In an
apprentice programme, the duration of training is clearly specified, for instance,
Indian Navy has an apprentice programme where the trainee spends four years
learning the specific skill. Most apprenticeships are in skilled trade like machinists,
welders, electricians, etc. Apprenticeship training does involve some amount of
classroom instruction also. According to A. H. Howard, the OJT aspect of an
apprenticeship programme can be made effective by including modelling, practice,
feedback and evaluation. Apprenticeship programmes are attractive to trainees
because first, they are paid stipends during the apprenticeship and secondly, most
of the apprenticeships result in full employment.
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Coaching

Coaching as a term is closely associated with OJT, and also associated with
professionals, executive and technical workers. This implies that coaching was for
middle and upper level employees while OJT was for lower level workers. The
term coaching refers to one-on-one instruction for improving knowledge and ability.
Coaching is normally used to deal with problems associated with performance
deficiency. Coaches can be outside specialists or experienced workers from within
the organization. Outside specialists are used to deal with specific issues related to
middle and upper management.

Mentoring

Mentoring refers to the relationship that develops between a senior and junior
employee(s). As a mentor, the senior guides the junior and explains to him the
nuances of organizational functioning. In fact, mentoring facilitates the junior’s
adjustment within the organizational setup. Unlike coaching that focuses on the
performance aspects which are more technical in nature, mentoring focuses on
attitude development. Mentors advise their juniors on what to do, how to do, how
to manage organizational politics, etc.

Job Instruction Technique (JIT)

The original job instruction technique was first used during World War II. Here
production workers were used as a systematic method to train people as quickly
as possible to meet the war demands. Components of the original World War II
JIT are still used. JIT consists of four steps:

1. Plan or preparation

2. Present

3. Trial

4. Follow up

II. Off the job Training

A lecture is the most formal of training methods and in training terms it means a
verbal presentation given before the trainees for instruction and it may be
accompanied by visual aids like flipcharts or projections. A lecture requires the
audience to sit still and listen and the only interaction between the trainer and
trainee is limited to question and answer, usually at the end of the lecture. It is a
one-way presentation of the training message by the trainer. A lecture is a formal
presentation of information in a clear logical sequence, which is interspersed with
illustrations and examples. Blanchard and Thacker give a list of essential
components of a lecture which is as follows:

 Orientation: Giving introductory information with regard to the direction
and the content of the presentation.

 Enthusiasm: Elaborating the importance of training content to generate
enthusiasm among the audience.

 Variety: Illustrating the presentation with visual images or projections or
audiovisuals to add variety to the presentation.
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 Logical organization: Presenting the topic in a sequential order.

 Explanations: Explaining factual and conceptual ideas in an unambiguous
manner.

 Direction: Providing systematic instruction and direction in case of
procedural knowledge

 Illustrations: Giving relevant examples to substantiate a topic or to explain
an idea.

 Comparison and contrast: Discussing the strengths and limitations

 Questions and discussion: Responding to questions of the trainees and
raising questions to elicit response from the trainees.

 Summary: Concluding the presentation by briefly discussing the important
aspects of the topic.

The lecture method has many variants such as:

 Standard lecture: Presentation made by the trainer for giving information
to the trainees.

 Team teaching: Presentation of a topic by two different trainers to provide
different points of view. This method can also be used to present two different
topics by different set of trainers. For instance, a psychologist can deliver a
lecture on body language while a communications specialist can deliver on
nuances of verbal language.

 Guest speakers: Specialists from related fields can be invited to make a
presentation so as to give trainees an expert’s point of view.

 Panels: Two or more trainers present a topic and discuss it with the trainees.

Case Study

A problem or an issue with any company is written and given to the trainees. The
issue may be anything from marketing problem to decision making situation. The
trainees are given the entire background of the problem including facts, figures,
and company history. The trainees are then required to analyze and respond to the
issue given to them. After finishing the analyses, the trainees put forward their
suggestions which are then discussed by all the trainees. Through this method
trainees learn by participating in the discussion and by critiquing the suggestions
put forward by other trainees. By participating in case study discussions, the trainee
becomes aware that there is more than one solution to most problems. Case study
method essentially teaches skill rather than knowledge. It is used to develop the
analytical abilities of trainees.

In the case study method, it is the case/problem which is the source of
learning rather than the trainer. But this is not to suggest that the trainer has no role
to play, as it is the trainer who selects the cases and directs the discussion in a
specific line of enquiry. The learning objective of this method is to encourage the
trainees to participate, and to apply the knowledge which they hitherto have learnt
or acquired.
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The case study method has developed a variant known as incident process.
Unlike case study where all the relevant details of the case are provided, in incident
process method only a brief and sketchy detail of the problem is provided. The
trainees are expected to gather other relevant details from the trainer or do their
own research. This method focuses on developing information gathering and sorting
skill of the trainee, as it is information on which most of the decisions are made. As
a training method, case study method is very effective for skill development.
Organizations often use it for training their managers and other employees.

Role Play

Role play is a training method in which trainees act out hypothetical situations, in
assigned roles, by improvising their behaviour. Trainees are provided with
information regarding the context, the general situation and an outline of their roles.
Role plays are particularly useful for developing demonstration skills, management
skills, decision making skills, etc.

Simulation

Simulation represents replication of environment, processes, and situations that
occur in a work situation/environment. The aim of this method is to provide the
trainee with the ‘feel’ of work place situation in a controlled setting. Simulation is
a method best suited for imparting skills, for instance, pilots hone their flying skills
on flight simulators.

3.2.4 Promotion

The term promotion comes from the word ‘promote’ which is of Latin origin. It
means ‘moving forward’.

According to L.D White, promotion is an appointment from a given position
to a position of higher grade, involving a change of duties to a more difficult type of
work and greater responsibility accompanied by change of title and usually an
increase in pay.

In the administrative system, promotion is referred to advancement of status
and ranks. It is a gradual process, though. As the Fulton committee has observed,
‘The right promotion at the right time is an essential part of the process of developing
to the full talents of men and women in the service.’

Call for promotions

Who doesn’t need a promotion after all? There are various factors for which
promotion is needed. Some of them are:

 Promotion acts as a reward in return for hard work, which improves the
civil servant’s status and position.

 It keeps the individual interested and encouraged towards the working
system.

 Attracts efficient, motivated and talented individuals into public services.

 Brings a sense of belongingness among individuals.

 Brings the best out of an individual.
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Essentials

W.F. Willoughby has provided some basic conditions which form the basis of the
promotion system. They are as follows:

 Implementation of standard requirements setting forward the duties as well
as qualifications required for all promotions.

 The categorization of the positions into separate classes, grades and services.

 The insertion of every position, excluding those of a policy-making character,
into this classification.

 The implementation of the principle, as much as possible, that superior
position will be filled by encouragement from the lower positions.

 Implementation of ‘principle of merit’ in order to determine the selection of
individuals for promotion.

 Stipulation of satisfactory means to determine the relative merits for
individuals entitled to promotion.

Promotion System in Indian Administration

In India, the governing principles of promotion in public administration are seniority
and merit. However, they are not observed uniformly in all cases of promotion. In
some administrative departments, seniority is given more weight while in others
merit is given more weight. But seniority is the general rule.

The promotion-making authority in India is the Government or the Head of
the Department concerned, but promotions to higher posts are generally made in
consultation with Public Services Commission both at the Centre and in the States.
According to the Constitution, Public Service Commission may be consulted on
the principles to be followed in making promotions, transfers from one service to
another and on the suitability of candidates for such appointments, promotions
and transfers.

At the highest level of administrative service, that is, for the ranks of Secretary,
Joint-Secretary, Deputy-Secretary, promotion is made from a “Pool” of candidates
selected by a Selection Committee appointed by the Government in consultation
with the Public Service Commission. Ministers generally make appointments to
the top posts in their respective departments from this pool, however, they
sometimes do not have a free hand in selecting the top-officers of their departments.
The Prime Minister or the Chief Minister of the State concerned approve such
appointments on the advice of the Finance Ministry or the Home Min-istry at the
Centre and the Chief-Secretary in the States for the obvious reasons that they are
best judges of the needs of all the departments whereas the Ministers shall have no
appreciation for the needs of the departments other than their own.

The promotion system of public administration has been criticized both by
the services in particular and by the public in general. Since independence various
committees have been set up to recommend changes to it. Let us examine some of
the recommendations as follows:
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Recommendations of the Central Pay Commission:

(a) Merit should continue to be the criterion in making promotions at higher
levels. At lower levels, the principle of seniority-cum-fitness be adopted,

(b) For promotions to grades in which specialized knowledge is necessary,
qualifying examinations designed to test working abilities may be useful but
with this exception, examination may not be adopted as a general method
of selection for promotion,

(c) There should be a system of promotion by a special limited competitive
examination in order to pro-vide young officers in Class II and Class III
services an additional opportunity to enter any of the Class I or Class II
services to which there is a direct recruitment by a competitive examina-tion.

Recommendations of the 5th Pay Commission:

 (a)  The flexibility complementing schemes of promotion be extended to all
Research and Development Professionals functioning in Research and
Development orga-nizations and Departments proclaimed as Scientific and
Technical in Government of India,

(b) A comprehensive and coherent promotion scheme is to be evolved which
could assure adequate career progression in a reasonable time frame to all
categories of employees,

(c) The assured Career Progression scheme aims at providing a minimum of
the promotions to Groups B, C, D employees and three promotions to
each Group A employees in their career span after appoint-ment in a grade
on direct recruitment basis,

Recommendations of Administrative Reforms Commission (ARC):

(a) They emphasized the importance of merit over seniority in promotion and
suggested the elimination of the subjective element in determining merit of
the eligible candidates for promotion;

(b) They also suggested the replacement of the existing system of confidential
reports by that of Performance Records.

Check Your Progress

1. Define recruitment.

2. What is apprenticeship?

3. What is promotion?

3.3 UNION PUBLIC SERVICE COMMISSION

In this section, we will discuss Union Public Service Commission in detail.

Development of Public Service Commissions in India

Today, the recruitment of civil servants is done by the Union Public Service
Commission. In the past, the name ‘civil servants’ was assigned to those servants
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of the East India Company who were concerned with the administration of its
commercial affairs in India. The servants of East India Company were selected
and recruited by its Court of Directors in England. For purposes of recruitment, a
rudimentary knowledge of eastern trade and commercial accounts was considered
to be a qualification for the candidates, but on the whole the recruitment was
made on the basis of patronage.

In 1933, Lord Granville, an influential member of the House of Lords,
advocated the practice of recruitment of candidates through competition instead
of nominations by the directors. But, nothing was accomplished in this direction till
1853. However, in 1833, a clause was inserted in the Charter Act granted to the
Company declaring that henceforth fitness was to be the criterion of eligibility to
the civil services irrespective of caste, creed or colour. The right of the directors to
make nominations for appointments to civil services in India was allowed to continue
only till end of April 1854. A Committee under the Chairmanship of Lord Macaulay
was appointed in 1854 by Sir Charles Wood, to advice on the measures to be
adopted to give effect to the Act of 1833, which at least in theory threw
appointments in the Indian Civil Service open to competition without any
discrimination. The Committee recommended the selection of candidates on the
basis of a competitive examination, the requirement of a period of probation before
they were finally appointed, and the abolition of the College at Haileybury. The
system of competitive examination had its first trial on the Indian soil and was then
adopted gradually in England. But the process of Indianization of the service
continued at a very slow pace until 1909, when the Minto Morley Reforms were
introduced. But the Reforms failed to satisfy the Indians.

The Government of India Act, 1919, which was based on a joint report
submitted by Lord Montague, the then Secretary of State and Lord Chelmsford,
the then Viceroy and Governor General of India, was the first step towards the
establishment of a Public Service Commission (PSC) in India. The Act recognized
the importance of having a competent and independent civil service. It felt that
there is a need for recruitment of civil servants by an expert body, without any
political interference and establishment of a permanent office entrusted with the
regulation of service matters of civil servants. Selection 96(c) of the Act provided
for the setting up of a Public Service Commission which was to ‘discharge in
regard to recruitment and control of public services in India such functions as may
be assigned thereto by rules made by the Secretary of State in Council’. The
farmers of the Act contemplated that the institution of a Public Service Commission
in India would help in increasing entry of Indians in the public services and would
also provide protection to the civil servants from political interference. According
to the provisions of the Act, the Public Service Commission was to consist of not
more than five members, including the Chairman. Each member was to hold the
office for five years and was eligible for reappointment.

The next step towards the development of the Public Service Commission
was the setting up of the Lee Commission in 1923. The British Government in
pursuance of their declared policy of associating Indians with every branch of
administration constituted a Commission, under the Chairmanship of Lord Lee to
inquire into the organization and general conditions of services and also the methods
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of recruitment for Europeans and Indians. As it was concerned only with the
Superior Civil Services, the commission came to be known as Royal Commission
on the Superior Civil Services in India. The Commission was of the opinion that
the establishment of a Public Service Commission was necessary to assist the
government in the discharge of its responsibilities. It considered that its
recommendation regarding the establishment of the Public Service Commission
was ‘one of the cardinal features’ of its report ‘and as forming integral and essential
part of the whole structure’ of its proposals for the future of the services. The
Commission, therefore, suggested that the statutory Public Service Commission
as contemplated by the Government of India Act, 1919, should be established
without delay. The Commission was to consist of five members. About the
members’ qualification, it was in favour of their being detached from all political
associations, and at least two of them to possess judicial or legal qualifications.
They were to be full-time officers and their emoluments were not to be any way
less than those of High Court judges. Another important feature of the Commission’s
recommendations was that they did not suggest similar Commissions for the
provinces and held that expertise of the Public Service Commission at the Centre
should be placed at the disposal of the provincial governments.

Regarding the functions of the Public Service Commission, the Lee
Commission maintained that they might be of two kinds. The first was recruitment
of personnel for the public service and maintenance of proper standards of
qualification for entry to public services. The second function was quasi-judicial
connect with the disciplinary control and protection of the services.

The recommendations of the Lee Commission, however, remained in
abeyance for about two years, and it was in February 1926 that the decision was
arrived at by the Secretary of State to constitute a Public Service Commission. It
had a Chairman and four other members. The Commission started functioning
from 1 October 1926. It was to advise the Governor-General-in-Council on any
question connected with recruitment to All India Services, Central Service Class I
or Class II. The functions assigned to the Commission were no more than of an
advisory character. The Lee Commission wanted the Public Service Commission
to be the final authority as far as recruitment to services in India was concerned.
But the Government of India, then, did not pay any attention to its recommendations
and so the Public Service Commission was constituted only with advisory powers.
In 1930, the First Round Table Conference was held in London to provide an
opportunity to the representatives of different interests in India and those of Britain
for evolving an agreed scheme regarding the services and the Public Service
Commissions. It adopted a resolution that ‘in every province and in connection
with the Central Government a Statutory Public Service Commission shall be
appointed by the Governor or the Governor-General as the case may be’.

The Constitutional proposals of the British Government published on 15
March 1933 also provided for the establishment of Public Service Commissions
in provinces also. The Joint Committee on Indian Constitutional Reforms (1933–
34) also agreed to the same proposals and recognized the need for setting up
more than one Public Service Commission for the whole of India.
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The working of the Indian Public Service Commission during 1930–36
indicates that the Commission was far from being a powerful personnel agency. It
was not independent of the executive. The Government of India Act, 1935, under
which the provinces became fully responsible, extended the statutory authority of
the duties of the Civil Service Commission. With this Act coming into effect in
1937, the Public Service Commission was renamed the Federal Public Service
Commission. It also required the provinces to set up Public Service Commission
of their own. The Chairman and other members of the Commission were to be
appointed by the Governor-General. The numbers of members of the Commission,
their tenure of office, conditions of service, etc., were to be determined by the
Governor-General. One requirement was that at least one half of the members of
the Commission, were to be those, who held office for at least 10 years under the
Crown in India.

The functions and responsibilities of the Federal Public Service Commission were
also laid down in Section 266 of the Government of India Act, 1935, many of
which were later incorporated in the Constitution of India. It was for the first time
that these functions were given a statutory sanction. The Commission was required
to conduct examinations for appointment to the services. It was also required to
advise the government:

(a) on all matters relating to methods of recruitment of the civil services and for
the civil posts.

(b) on the principles to be followed in making appointments to civil services
and posts, and in making promotions and transfers from one service to
another, and on the suitability of the candidates for such appointment,
promotion or transfers.

(c) on all disciplinary matters affecting a person serving in a civil capacity.

(d) on matters relating to any claim for reimbursement of expenses incurred, if
any, by a government servant is defending legal proceedings levied against
him for acts done in performance of his duties, and

(e) on questions of award of pension for injuries sustained by a government
servant in a civil capacity; and any other matter referred to the Commission
by the Governor-General.

The Federal Public Service Commission continued to function in its present
form between 1947 and 1950. This was finally replaced by the Union Public
Service Commission (UPSC) after the new Constitution of India came into force
on 26 January 1950. India’s Independence ushered in a new era in certain respects
for the Union Public Service Commission (UPSC). The authors of the Indian
Constitution regarded the UPSC along with the judiciary and the Comptroller and
Auditor General as a bulwark of democracy. They, therefore, not only vested it
with a constitutional status, but also provided elaborate safeguards for its
independence to enable it to be the watchdog of the intended system of staffing.

Constitution of UPSC

The Constitution of India envisages three categories of Public Service Commissions:
The Union Public Service Commission (UPSC) is to serve the needs of the services
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of the Union, a Joint Public Service Commission for the services of two or more
States and a State Public Service Commission (SPSC) for the services of a State.
While UPSC and SPSCs are constitutional bodies, a Joint Public Service
Commission is to be created by an Act of Parliament. It is a central agency that is
authorized to conduct various public service examinations in the country.

Composition, appointment and terms of members

The UPSC is composed of a Chairman and other members of the Public Service
Commission. The Chairman and other members of the Public Service
Commission (Union or Joint) is appointed by the President, and in the case of a
State Commission by the Governor of the State. The Constitution does not fix
the number of members of the Commission, which is left, for the President to
determine. One half of the members of the Commission should be persons who
have held office under the Government of India or of a State at least for 10
years. The Chairman and members of the UPSC hold Office for a term of six
years or until they attain the age of 65 years, whichever is earlier. But a member’s
office may be terminated earlier if (i) he resigns his Office in writing to the
President, or (ii) he is removed from office by the President.

The conditions of service of members cannot be changed to their
disadvantage after appointment. Their salaries, allowances, etc., are not submitted
to the vote of Parliament as they are charged on the Consolidated Fund of
India. It is also provided that the chairman or a member of the Commission can
be removed from office by the President on the ground of misbehaviour. It is
only done after an inquiry by Supreme Court, on a reference being made to it by
the President. Pending the inquiry by the Court, the President may suspend the
member concerned.

A member including the chairman would be deemed guilty of misbehaviour
if he becomes interested in any monetary benefit in the discharge of duties as a
member. It is also provided that the President may remove the chairman or any
other member from office, on the ground of insolvency, infirmity of mind or body,
or if he is engaged during the term of office in any paid employment outside the
duties of his office. He cannot be removed from office on any other ground except
if the Supreme Court finds him guilty of proven misbehaviour on a reference made
to it by the President. The word ‘misbehaviour’ has been explained in the
Constitution. A member shall be deemed to be guilty of misbehaviour if: (i) he is
interested or concerned in any contract or agreement made on behalf of the
Government of India or of a State, or (ii) if he participates in any way in the profit
of such contract or agreement in common with the other members of an
incorporated company.

The Constitution endows it with purely advisory functions, although a convention
has been developed according to which its advice is normally accepted by the
government. There is a high degree of sanctity attached to its advice, for it is
required to submit an annual report of its functioning in which it draws particular
attention to the non-acceptance, if any, of its advice by the government. This is
discussed in Parliament. It is consulted by the Central Government:
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(i) On all matters relating to methods of recruitment to the civil services and for
civil posts.

(ii) On the principles to be followed in making appointments to civil services
and posts, and in making promotions and transports from one service to
another, and on the suitability of candidates for such appointments,
promotions or transfer.

(iii) On all disciplinary matters affecting a person serving under the Government
of India or the government of a state in a civil capacity including memorials
or petitions relating to such matters.

(iv) On any claim by or in respect of a person who is serving or has served
under the Government of India or the government of a state or under
the crown in India or under the government of an Indian state, in a civil
capacity, that any costs incurred by him in defending legal proceedings
instituted against him in respect of acts done or purporting to be done in
the execution of his duty should be paid out of the consolidated fund of
the State.

(v) On any claim for the award of a pension in respect of injuries sustained by
person while serving under the Government of India or the government of a
state or under the crown of in India or the government of an Indian state, in
a civil capacity and any question as to the amount of any such award.

(vi) On any other matter specifically referred by the President.

There is also a provision for extending the functions of the Commission by
Parliament not only in respect of government services but also in respect of services
under local authorities, corporations or other public institutions.

The jurisdiction of the Commission can be reduced by taking away some posts
from its purview. For example, the Commission is not consulted in regard to
selections for the following appointments:

(i) Membership or chairmanship of tribunals or commissions.

(ii) Posts of high diplomatic nature.

(iii) Group C and Group D employees who constitute nearly 90 per cent of the
total number of the Central Government employees.

The Commission is consulted in matters of censure, compulsory, retirement,
removal or dismissal from service, seduction to lower same grade or post or
scale, with holding of increments or promotion, recovery of the whole or part of
any loss caused to the government by negligence or branch of order. Moreover,
the Commission is also consulted in relation to an order of the President on an
appeal against any of the above penalties made by a subordinate authority after
consideration of any petition or memorandum, or otherwise. The Commission
also tenders advice to government on methods of recruitment, and the principle to
be followed in making appointments, promotions and transfers from one service
to another, and the suitability of candidates for such appointments, promotions or
transfers.
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It is the duty of the Commission to present annually to the President a report
as to the work done by the Commission. The report along with the memorandum
explaining the action taken by the government on the recommendations of the
Commission is placed before Parliament. Government, thus, becomes responsible
to explain the reasons in case it has not accepted the recommendations of the
Commission.

It is an independent constitutional body for impartial consideration of service
matters of government employees. It has important constitutional functions and
duties but has only an advisory role, while the ultimate authority rests with the
government. In a democratic system, the selection commission has to strive towards
an efficient and economical management and creation of public service maintaining
the ideals of a democratic government. In a welfare state, the objective of service
to the people further complicates the task of personnel administration. The success
or failure of a system is gauged by the ability of the organization in personnel
management to meet the above objectives.

Functions

The functions of the UPSC as specified under Article 320 of the Constitution bear
resemblance to those of the Federal Public Service Commission as specified in
Government of India Act, 1935. These functions may be broadly classified into
three categories, viz., regulatory; executive and quasi-judicial.

(i) Regulatory functions: Among the regulatory functions, the UPSC advises
the government in matters relating to: (a) methods of recruitment and (b) the
principles to be followed in making appointments, promotion and transfer
from one service to another. However, unlike the regulatory jurisdiction
vested in the United States Civil Service Commission (USCSC), the UPSC
in India has hardly any such powers. The UPSC’s jurisdiction is purely
advisory. Article 320 (3) of the Indian Constitution merely states that it is
the duty of the Commission to advise the government on all matters relating
to the methods of recruitment to civil services, promotions and transfers.
Thus, unlike the USCSC, the UPSC cannot make regulations on personnel
matters which will be binding on all government departments. Although
certain functions of the UPSC are often described as being regulatory ones,
in reality these are purely advisory functions.

(ii) Executive functions: The Commission has a specific constitutional duty
of conducting examinations for appointments to the services of the Union.
Under this provision, the UPSC conducts many written examinations for
different categories of post annually, besides the holding of interviews for
selection of candidates for specialized and other categories of positions.
Here too it may be noted that the Commission’s jurisdiction is narrowly
restricted to gazetted officers who constitute an insignificant proportion of
the total number of government employees. This means that the executive
jurisdiction of the Commission extends to only 1.9 per cent of the total
employees of the Central Government. Another executive function of the
UPSC is to present annually to the President a report of the work done by
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the Commission during the preceding year. The President is obliged to place
the report before both Houses of Parliament with a memorandum explaining
the cases, if any, where the advice of the Commission was not accepted
and reasons for such non-acceptance.

(iii) Quasi-judicial functions: The quasi-judicial jurisdiction of the UPSC is
limited both in scope and extent. In fact, it has no true appellate jurisdiction.
It can only advise on disciplinary actions taken against employees. According
to the Constitution, the government should consult the Commission on the
following matters:

(a) All disciplinary actions affecting a government employee like censure,
withholding of increments or promotion, reduction to a lower grade,
compulsory retirement, removal or dismissal from service, etc.

(b) Claims for reimbursement for costs incurred by an employee in legal
proceedings instituted against him in respect of acts done in the
execution of his duty.

(c) Claims for the award of pension in respect of injuries sustained by an
employee and any question as to the amount of any such reward
[Constitution of India, Article 320(3) (C)].

The UPSC derives its functions, apart from the Constitution of India as
discussed above, from other sources too like (a) the laws made by Parliament, (b)
rules, regulations and orders of the executive, (c) conventions. Under Article 321
of the Constitution, Parliament through legislation can confer additional functions
on the UPSC pertaining to the services of the Union or the States. If necessary,
Parliament can place the personnel system of any local authority, corporate body
or public institution within the jurisdiction of the Commission. According to Article
318 and Article 320 of the Constitution, the Central Government through certain
regulations and orders entrust certain functions to the Commission. Also the
President may define from time to time through regulations, the matters in which
the Commission need not be consulted. The Commission also discharges certain
functions, which through conventions have been entrusted to it, though these are
not stipulated in the Constitution. Under the Constitution, recruitment to the defence
forces is beyond the purview of the Commission, as the defence service is not a
part of the Civil Service. But since 1948, the Commission has been conducting
written tests for the selection of scientists and technicians for the pool of highly
qualified scientists and technologists, who are deputed to Central Government,
scientific institutions, national laboratories, universities etc. These functions are
being discharged by the UPSC only on the basis of conventions.

Constraints on the Functions of the UPSC

There are certain matters which have been kept outside the scope of the functions
of the UPSC. These include:

(a) The Constitution of India, under Article 335, requires the government to
take into consideration the claims of the members of the Scheduled Castes
and Tribes in the matters of appointment to various posts. As per Article
320(4), the UPSC need not be consulted as regards the extent to which the
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reservations are to be made for the candidates belonging to the Scheduled
Castes and Tribes. But once these conditions are determined, the
Commission as a recruiting agency proceeds with the process of selection.

(b) The President has been empowered to make regulations excluding matters
from the purview of consultation with the UPSC. All such regulations must
be laid before each House of Parliament for approval for a period of not
less than 14 days. Parliament if necessary can modify or annul them. The
posts, the recruitment of which does not require the advice of the UPSC
include membership or chairmanship of tribunals, commissions, high powered
committees, posts of a highly technical and administrative nature and filling
up of temporary positions where appointments are made for less than a
year.

In India, a limited role has been assigned to the Union Public Service
Commission in personnel administration it is the recruitment agency par excellence:
it shall be the duty of the Union and the State Public Service Commissions to
conduct examinations for appointments to the service of the Union and the services
of the state respectively. The Union Public Service Commission only partially
shoulders the staffing responsibility in the Central Government. It is the recruiting
agency to the All India Services and the Central Services — class-I and Class-II,
the responsibility for the staffing for the lower services and the posts resting with
the department concerned. And even in the higher services, there are two notable
exceptions. Under the Union Public Service Commission Regulation, 1985, the
Atomic Energy Department and the Council for Scientific and Industrial Research
have been authorized to directly recruit their Class-I and Class-II staff.

3.4 SETTLEMENT OF DISPUTES

With a view to expedite the settlement of disputes relating to commercial contract(s)
between Central Public Sector Enterprises (CPSEs) per se, and also between
CPSEs and Government Departments, the Government of India created a
Permanent Machinery of Arbitrators (PMA) in the Department of Public Enterprises
in 1989. One Legal Adviser-cum-Joint Secretary in the Department of Legal Affairs,
nominated by the Law Secretary to function in the PMA is appointed by the
Secretary in-charge of Department of Public Enterprises as sole Arbitrator in each
case.

Need for PMA

There had been growing number of litigations with the Courts/ Tribunals relating to
commercial transactions between the Central Public Sector Enterprises (CPSEs)
inter se, or CPSEs and Government Departments. The practice of disposal of
these cases was not only expensive due to high fees charged by the advocates/
lawyers for pleading the cases and other expenses incurred in this regard, but also
time consuming. The other prevailing practice of conciliation, arbitration etc. were
also ad hoc arrangement and not delivering the goods up to the expectations. With
a view to expedite settlement of disputes and reduce avoidable expenditure in this
regard, a need was felt to institutionalize the prevailing system of arbitration.
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Commissions/Committees like Law Commission, Central Vigilance Commission,
Committee of Secretaries etc. had also examined this aspect and made certain
recommendations/suggestions which were carefully examined in consultation with
the Ministry of Law. The Government after due consideration of all aspects, decided
to set up the PMA in the Department of Public Enterprises.

Entitlement

(i) In the event of any dispute or difference relating to the interpretation and
application of the provisions of commercial contract(s) between CPSEs,
Banks, Port Trusts etc. inter se, or CPSE and the Government Department(s)
hereto (except a dispute or difference concerning the Railways, Income-
tax, Customs and Excise duties), such dispute or difference shall be referred
by either party for arbitration to the PMA in the Department of Public
Enterprises through the Secretary to the Government of India in-charge of
the DPE.

(ii) The mechanism of PMA is primarily meant for Central Government
Departments/organizations/enterprises. Therefore, the disputes between
State Government Departments/organizations are entertained by the PMA.
However, if the contract involves a Central Government Department/
Organization with any State Government Department/Organization and both
the parties have signed Arbitration Clause in favour of PMA as per annexure
referred to in subsequent paragraph V(i), in such a situation the PMA shall
entertain such dispute(s) for arbitration, if any such reference is received. In
case of dispute(s) with a CPSE which has been privatized due to
disinvestment or other-wise, it is also be entertained by the PMA if the
same relates to the contract(s) entered into by the parties before privatization,
as merely change of ownership of a PSE would not debar the company
from the obligation of following PMA procedure.

Monetary Limit

There is no monetary limit as such for making reference of disputes to the PMA.
However, it would be advisable if the parties exercise their own discretion in this
regard as both the parties are to equally pay an initial cost of  20,000 each for
making reference of dispute to the PMA which is non-refundable in any case but
will be adjusted with final cost to be fixed by the Arbitrator as per the rates stipulated
in a subsequent paragraph. There shall not be much advantage in referring disputes
of a small amount of the value of less than  50,000/- to PMA and such disputes
may be settled by the parties by mutual consultation.

Reference

(i) As far as possible parties should try to resolve as many points of dispute
as they could amicably by mutual consultation and only those points
stating the amount involved be referred to the PMA that could not be
settled mutually despite best efforts from both sides. To ensure prompt
disposal of dispute(s) by the PMA, both the PSEs and the Government
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Departments shall refer the existing dispute(s) to the PMA at the earliest
and not later than two months of arising of dispute. If any arbitrator has
already been appointed in any dispute that should immediately be
cancelled. Both the parties will also ensure the inclusion of an Arbitration
Clause (if not already done so) in favour of PMA (as given in Annexure)
in all the existing and the future contracts/supply orders between the
parties. PMA does not entertain the disputes referred to it without the
proper Arbitration Clause.

(ii) After entering upon the reference, the Arbitrator will call for the papers,
comments/statements from the parties and will hear the parties in person
as and when he deems necessary. The Arbitrator ordinarily fixes the
meeting in Delhi unless, for reasons to be recorded in writing, he decides
otherwise. No outside lawyers shall be allowed to appear on behalf of
the parties to argue their cases before the Arbitrator but the parties can
take the help of their own full time Law officers. (Subject to the aforesaid,
the Arbitrator, and the Law Secretary will determine the procedure as the
case may be).

(iii) The Arbitrator will also submit a quarterly report to the Secretary (DPE) on
the number of cases registered, awards published, fee received and general
progress of cases.

3.4.1 Organization, Structure and Functions of Whitley
Councils

In England, the most effective scheme of staff relations has been developed through
the medium of civil service, i.e., National Whitley Council. Many other countries
have been following this pattern for the redressal of grievances of public employees.
The Staff councils set up in India were on the lines of the Whitley Council. In India,
the state of Haryana has also set up the Whitley Council on the pattern of England
for the redressal of grievances of its employees.

Origin

In England widespread industrial unrest prevailed during the years 1915-16. To
investigate the problem a Committee was set up under the chairmanship of J.H.
Whitley, which recommended the establishment of joint industrial councils with an
equal number of representatives of the employers, and the employees to promote
cooperation and understanding. Soon after the adoption of its recommendations
by the government, the civil servants associations began to press for the application
of Whitley’s recommendations to public services also. They ‘wanted Whitley, the
whole of Whitley, and nothing but Whitley’. After some negotiations with the union
representatives, the government accepted their demand on 8 April. A Committee
was appointed to work over a modified constitution for Whitley Councils in the
civil service. The Committee under the Chairmanship of Sir Malcolm Ramsay
submitted its report on 28 April 1919. On the basis of this report Whitley Councils
have been established now in each of the government departments.
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Functions

The main functions of the Whitley Councils are:

 To provide machinery for the discussion of grievances as to the conditions
of service and to determine general principles regarding the same

 To provide the best means for utilizing the ideas and experience of the staff

 To give to the staff a greater say and responsibility for the determination
and observance of the conditions under which they work

 To encourage further education of the staff

 To improve efficiency in public service and promote the welfare of the staff

 To propose legislation so far as it has a meaning upon the positions of civil
servants in relation to their employment

Authority

The authority of the councils is merely advisory. Problems of staff management
are discussed in these councils between the official and staff sides. The result may
be in agreement or disagreement between the two sides. If they reach on an
agreement, well and good, but if the discussion results in disagreement, the Head
of the Department is free to act as per his/her discretion. Thus, the Whitley Councils
have not relieved the government of any part of its responsibility to Parliament.
While the acceptance by the government of the Whitley system implies an intention
on its part to make the fullest possible use of the Whitley procedure, it has not
surrendered its liberty to exercise its authority and to discharge its responsibilities
in the public interest.

Organization

The Whitley machinery for public servants consists of:

 National Council: It has 54 members, half of whom are appointed by the
government representing the official side, and the other half is appointed by
the various staff associations according to a definite plan of distribution.
The Council has a chairman and a vice-chairman. The chairman belongs to
the official side and the vice-chairman to the staff side. There are four
Secretaries for the Council. Each side appoints two of its members to act
as secretaries. The Constitution of Whitley Councils provides that ‘the scope
of the National Council shall comprise all matters which affect the conditions
of service of the staff’. The Council works through Standing Committees to
which particular subjects like promotion, reorganization, retrenchment, etc.,
are referred. In the early years of its history, the National Council made
valuable reports on reorganization, promotions, etc.

 Departmental Councils: As a general rule there is one Departmental
Council set up in each department. The membership of these councils is
small in number. The official side of the council is appointed by the minister
or the Head of the Department. The members of the staff side are elected
by the associations having members employed in the particular department.
The Departmental Councils can discuss any promotion in which the principles
of promotion have been violated. The Councils can report matters falling
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within the sphere of more than one department to the National Council.
However, it must be noted that there is no hierarchical relationship between
the National and Departmental Councils. The National Council is kept
informed of departmental developments which appear to be inconsistent
with national agreements.

 District Committees: These committees are based on the same principles
as Departmental Councils. They deal with purely local problems of the staff.

Whitleyism in India

Whitleyism, though originally not intended for civil servants, has proved much
more successful in the civil service than in the private sector. The main reason for
this is that there is basically an absence of differences of interest between the two
sides whereas in profit making industries this difference is the root cause of tense
management-staff relations. A member on the official side who plays the role of
the employer is in fact an employee of the state and hence he generally sympathizes
with the staff point of view. Awareness among the staff representatives goes some
way towards mitigating the disappointment they feel when their claims are rejected
or cut down. ‘Civil servants, whether they take side of the staff or the officials,
have a genuine feeling of togetherness and of common purpose and service to the
community’.

The greatest advantage of Whitley Councils has been to enhance the
harmonious relationship between the staff and the government. In the words of
Albert Day, ‘The staff movement is much more harmonious, thanks to Whitleyism,
than it used to be, and is imbued with a sense of common purpose and corporate
responsibility once woefully lacking’. Whitley Councils have also helped in raising
the morale and efficiency of administration. It provides a common meeting ground
for the employer and the employees to sit together and discuss matters of common
importance and have created better understanding among both. Douglas Houghton
described the role of Whitley Councils in fair detail in his lecture at the Indian
Institute of Public Administration, New Delhi on 16 December 1957. He said that
most of the formal procedures have been dispensed with and there is a good deal
of informal discussions. The chairman of the official side may contact the vice-
chairman of the staff side or the secretary-general of the staff side before the
formal meeting and discuss informally how matters stand on a particular claim.
Similarly the leaders of the staff side may contact the official side for informal
consultations. These informal discussions save a lot of time in formal meetings as
each side knows the other’s viewpoint.

However, we must not assume that Whitleyism has not met any hostility in
Britain. Some trade associations have criticized Whitleyism on the grounds that it
restricts the full operation of trade unionism in the civil service. The Fulton Committee
criticized it by stating that it reduces the flexibility of management. It argued that
management is sometimes less active and that arguments are allowed to go on too
long; rigid procedures are accepted where flexibility should be insisted upon. It
also stated that resistance to changes in the organization tends to become formal
and institutional which has inhibited management from experimenting in the use of
grades and classes.
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However, even the Fulton Committee accepts that, Whitleyism in civil service
has made an invaluable contribution to good staff relations. The high morale of the
staff and the fact that industrial disputes are rare in the civil service, owe a great
deal to the universal acceptance of the principle of joint consultation. Though
shortcomings exist in every setup, the success of the Whitley machinery as it has
worked in England, has encouraged India to also adopt the system of Whitleyism
for the enhancement of management-staff relations.

3.5 O&M

O&M refers to operation and management, which is a precious tool to define the
procedure and requirement for maintenance, effective operation, demolition and
decommissioning of factories or plants. It also includes the details regarding the
construction of the plant, the history of the building and its maintenance, instructions
related to the operation and maintenance and finally the warranties and guaranties
of the building. While reading the related documentations of the building, the most
important thing is the manual which must be read in detail before the service
installation. It forms the most important part of the Safety and Health File. The
main aim of the Operating and Maintenance Manual is to provide accurate,
adequate and suitable information to the owner or the operation regarding the
operation, management and the services of the building.

The main information given in the manual is the description of the system
with proper drawings which are required at the time of installation. The manual
provides information for the efficient, right and safe operation of equipment and its
services. It discusses the operating instructions and the maintenance of the system
according to the recommendations given by the manufacturer. The manual also
complies with relevant Health and Safety Regulations, Statutory and Local
Regulations. The manual also directs how to maximize the economic life of the
plant and how to run it at minimum cost and minimum energy consumption. It also
provides guidance related to the disposal of plant and equipment wastage.

A work study is a type of vocational training program, mostly used for
employees or students. In this program individuals are kept engaged in classroom
and also employed in a related field. For students, it helps them in understanding
business and to train themselves so that after the completion of their studies they
are capable of getting full time employment. With work study, employees are
capable of increasing the productivity of the plant by the recognition of the type of
work. In this method of teaching, there is no expenditure on the equipments or to
develop the facilities. This is a systematic method which ensures that there is not
any factor which affects the efficiency of the operation. This is the most accurate
means which contributes to the improvement of working conditions and safety at
the time of work. This tool is applicable everywhere and can be used successfully
wherever the plant is operated. This is easily applicable, cheap and one of the
most penetrating tools of investigation.
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The integrated procedures and processes which help an organization in
scheduling work to increase the efficiency, to meet the needs of the customers, to
utilize the assets and to evaluate their performance is known as work management.
Work management helps in standardizing the entry point of all the work done
inside the organization. The management takes care that the work must have a
common origin, a common number which is used to track the work and this number
is traceable during the order and cost accounting systems irrespective of the
capitalization of the work whether it is capitalized or not. With this, there is better
customer service, proper estimation of the actual comparisons and more accuracy
in the bench marking. Customer contacts can be tracked by defined reason codes
in the Contact Tracking System, and provides a customized questionnaire and
workflow for each contact reason. Contacts can be recorded at the beginning or
end of the contact, or automated as part of the standard screen-flow when updating
any screen.

Check Your Progress

4. What are the three categories of functions of Union Public Service
Commission?

5. What is the main aim of the Operating and Maintenance Manual?

6. What is a work study?

3.6 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. In the words of J.D. Kingsley, ‘Public recruitment may be defined as that
process through which suitable candidates are included to compete for
appointments to the public service. It is thus an integral part of a more
inclusive process — selection — which also includes the process of
examination and certification.’

2. According to R. W. Glover, ‘Apprenticeship is a work study training method
with both on-the-job and classroom training.’

3. Promotion is an appointment from a given position to a position of higher
grade, involving a change of duties to a more difficult type of work and
greater responsibility accompanied by change of title and usually an increase
in pay.

4. The functions of UPSC can be broadly classified into three categories: (i)
regulatory, (ii) executive, and (iii) quasi-judicial.

5. The main aim of the Operating and Maintenance Manual is to provide
accurate, adequate and suitable information to the owner or the operation
regarding the operation, management and the services of the building.

6. A work study is a type of vocational training program, mostly used for
employees or students.
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3.7 SUMMARY

 The procedure of recruitment is a vital task for the modern governments.
This is the core issue of personnel administration. The selection of the right
people for the right tasks is important and crucial since manpower is the
most crucial component of any administrative system.

 Training is a vital part of any modern administrative system. The growing
numbers of training institutes and diverse training programs are indicative of
this very fact.

 Training methods refer to instructional methods used for delivering learning
contents.

 On-the-job training is one the oldest types of training methods. It refers to
recruits learning at work under the supervision of a line manager or a
supervisor.

 A lecture is the most formal of training methods and in training terms it
means a verbal presentation given before the trainees for instruction and it
may be accompanied by visual aids like flipcharts or projections.

 According to L.D White, promotion is an appointment from a given position
to a position of higher grade, involving a change of duties to a more difficult
type of work and greater responsibility accompanied by change of title and
usually an increase in pay.

 Today, the recruitment of civil servants is done by the Union Public Service
Commission.

 The Constitution of India envisages three categories of Public Service
Commissions: The Union Public Service Commission (UPSC) is to serve
the needs of the services of the Union, a Joint Public Service Commission
for the services of two or more States and a State Public Service Commission
(SPSC) for the services of a State.

 The Chairman and other members of the Public Service Commission (Union
or Joint) is appointed by the President, and in the case of a State Commission
by the Governor of the State.

 The functions of the UPSC as specified under Article 320 of the Constitution
bear resemblance to those of the Federal Public Service Commission as
specified in Government of India Act, 1935.

 Today in independent India, each state has its own public service
commission; while the UPSC helps the Union Territories for making
recruitment to their services.

 With a view to expedite the settlement of disputes relating to commercial
contract(s) between Central Public Sector Enterprises (CPSEs) per se,
and also between CPSEs and Government Departments, the Government
of India created a Permanent Machinery of Arbitrators (PMA) in the
Department of Public Enterprises in 1989.
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 O&M refers to operation and management, which is a precious tool to
define the procedure and requirement for maintenance, effective operation,
demolition and decommissioning of factories or plants.

 The integrated procedures and processes which help an organization in
scheduling work to increase the efficiency, to meet the needs of the customers,
to utilize the assets and to evaluate their performance is known as work
management.

3.8 KEY TERMS

 Recruitment: It is the process of finding and hiring the best-qualified
candidate (from within or outside of an organization) for a job opening, in a
timely and cost effective manner.

 Training: It is the process of learning the skills that needs to do a particular
job or activity.

 Role Play: It is a training method in which trainees act out hypothetical
situations, in assigned roles, by improvising their behaviour.

 Joint Public Service Commission: It is a central agency authorized to
conduct various public service examinations in the country

 Arbitrator: It means an independent person or body officially appointed
to settle a dispute.

3.9 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. What is the need for promotion?

2. List the basic conditions which form the basis of the promotion system.

3. List the main functions of Whitley councils.

Long-Answer Questions

1. Examine the various methods of training.

2. Describe the functions of the UPSC.

3. Discuss the mechanism of settlement of disputes relating to commercial
contract(s) among Central Public Sector Enterprises.
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4.0 INTRODUCTION

This unit examines budgeting, accounting and auditing. All three come under the
purview of financial administration. Financial administration constitutes the very
life-blood of effective administration of a country. With the addition of regulatory
and welfare functions to the sphere of the Government, the functional role of financial
administration was articulated in terms of mobilization of resources and their
productive deployment. It was expected to achieve the broad objectives mentioned
in public policies from time to time. Its aim was to achieve the objectives of the
government with the maximum possible level of efficiency at the least expenditure.
In a welfare state with a commitment to socio-economic justice, the government
wishes to raise the quality of life of its citizens. Therefore, one may expect the
efficiency and economy of financial administration having certain common
objectives. The unit examines the objectives, principles, and working of financial
administration. The unit will also trace the evolution of financial administration in
India and some of its emerging trends.

4.1 OBJECTIVES

After going through this unit, you will be able to:

 Discuss the meaning of financial administration

 Explain the process of preparing and executing the budget of the Government
of India

 Examine the concept of performance and zero-based budgeting

 Discuss auditing and accounting of government accounts

 Describe the powers and duties of the CAG
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4.2 OVERVIEW OF FINANCIAL
ADMINISTRATION

It is understood that finance is the fuel for the engine of public administration.
Lloyd George once remarked that government itself is finance and this is quite
correct, because almost everything the government does, requires money. According
to Kautilya, ‘all undertakings depend upon finance. Hence, foremost attention
shall be paid to the treasury’. Financial administration consists of those operations
whose objective is to make funds available for governmental activities, and to
ensure the lawful and efficient use of these funds. Those operations are performed
by the following agencies:

 The Executive, which needs funds;

 The Legislature, which alone can grant funds;

 The Finance Ministry which controls the expenditure; and

 The Audit which sits in judgment over the way in which the funds have been
spent.

Financial administration is a dynamic process, which has five well-defined divisions,
namely:

(i) Preparation of the budget, i.e., of the estimates of the revenue and
expenditure for the ensuing financial year.

(ii) Getting these estimates passed by the Legislature called “Legislation of the
Budget”.

(iii) Execution of the budget, i.e., regulation of the expenditure and raising of
revenue according to it.

(iv) Treasury management, i.e., safe custody of the funds raised, and due
arrangement for the necessary payments to meet the liabilities.

(v) Rendering of the accounts by the executive and the audit of these accounts.

According to L.D. White, ‘fiscal management includes, as its principle sub-divisions,
budget making followed by the formal act of appropriation, executive supervision
of expenditure (budget execution), the control of the accounting and reporting
system, treasury management and revenue collection and audit’. So far, the best
known machinery for fiscal management is the budget system in the developed
countries, which have led to an enlarged scope of financial administration that is
characterized by deficit budgets, massive public debt and deficit financing. Similarly,
in the developing countries, where governments have assumed the role of a facilitator
of development, fiscal policies and administration reflect a set of multiple objectives
such as stability, development, self-reliance, reduction of interpersonal inequalities
in income and wealth, and balanced regional development. Interestingly, these
countries also utilize the same instruments of action. Even though political ideologies
or economic doctrines are crucial in the management of the affairs of the state;
there are certain fundamental objectives of financial administration which transcend
politico-economic compulsions. These are as follows:

 Management of finances of public household: Just as in an individual
household, the public authorities are concerned with the satisfaction of human
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wants and their major problem is to ensure the best application of limited
means to secure given ends. In this context, a financial manager focuses his
attention on mobilization of resources and their rational deployment in
conformity with the rising expectations of the people.

 Implementation of projects and programmes: An initiated development
in financial administration is related to ensuring optimal public investment
decisions through project formulation, appraisal and implementation. The
emphasis has shifted from expenditure control to the implementation of
projects within the stipulated time schedule and expenditure ceiling.

 Provision for public goods and social services: Since the benefits from
public goods and social goods are available to one and all notwithstanding
one’s contribution to public exchequer, no one will offer payments for the
supply of such goods. Provision of public goods like public parks, social
services like public health, sanitation cannot be left to the private sector
which is driven by profit rather than service to the people. Budgetary support
for such services becomes a legitimate concern for fiscal policymakers.

 Growth, employment and price stability: Modern governments are
expected to focus attention on the socially desired rate of economic growth,
high employment and a reasonable degree of price level stability and a positive
balance of payment position. Achievement of these objectives cannot come
about automatically. Hence, there is need for policy initiatives on the part of
public authorities.

 Capital formation: Economic development of a nation, to a great extent,
depends upon the capital formation through increased savings. No amount
of State’s coercive power can achieve this objective. Appropriate financial
and fiscal measures such as discriminatory taxation and monetary policy
instruments may be employed to accomplish this objective.

 Productive deployment of national funds: A major problem of under-
developed countries is the allocation of funds for investment between
competing projects and programmes. The entrepreneurs may prefer ‘risk
free’ and ‘quick yielding’ investment rather than those which are essential in
national interest. In order to ensure flow of investible funds into desirable
channels, the Planning Commission lays down guidelines regarding priorities
for different types of investment for both public and private sector. The
finance ministry takes up the task of ensuring adherence to national priorities
both in the public sector and the private sector.

 Facilitating smooth flow of parliamentary processes: The basic tenet
of representative governments throughout the world is the supremacy of the
representative institutions and their control over the executive branch of the
government. One of the most important dimensions of this is the control of
legislature over use of public funds. The supremacy of the legislative body
over the executive can be ensured by financial administration through its
budgetary process and audit function.

 Achieving equity and equality: The distribution of income and wealth
depends upon the distribution of factors of production and factor pricing
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determined through the market mechanism. It also depends upon the
transmission of property rights through inheritance as well as personal earning
abilities. Such distribution may not be in conformity with what society
considers a ‘fair’ or ‘just’ state of distribution. Equity, however, has to be
achieved through an evolutionary process without giving scope for class
conflicts and large-scale violence. There should be a progressive reduction
in the concentration of economic power. At the same time, equal
opportunities for everyone in every sphere will have to ensure non-
occurrence of fresh inequalities. Financial administration, through its fiscal
policies, such as progressive taxation, grants, subsidies etc., can help the
movement towards greater equality of wealth and opportunities.

To sum up, the objectives of financial administration can be broadly categorized
as stability, equity and growth, and the effect of these objectives is very important to
bring about socio-economic transformation in a desirable direction.

Financial Administration in India

The concept of ‘financial administration’ is not new to India. Financial administration
reached an advanced stage of development as early as 4th century BC. Kautilya’s
Arthashastra was a treatise on financial administration. It contained several sound
principles of public finance and financial administration. The Mauryan administration
carried out its fiscal functions in conformity with these principles. Land revenue
was a principal source of revenue and it was based on land yields. Taxes were
also imposed on commodities such as gold, cattle, etc. Income from public works
constituted a major source of non-tax revenue. Public borrowing and deficit
financing were unknown. There was a well-organized financial structure which
included offices of the Collector General, the Treasurer General, and the Accountant
General. Fiscal decisions were influenced by royal whims and fancies and there
was no sound system of financial accountability. The Gupta period had more or
less a similar system of financial administration.

The Mughal period saw an elaborate and systematic financial system. Land
revenue continued to be the main source of revenue. It was being levied after a
systemic process known as ‘survey and settlement’. The basic structure of revenue
administration was designed in India by Sher Shah Suri. Raja Todarmal, a noble
of Akbar’s darbar (court), systematized it and codified the principles of revenue
administration in the form of a manual which was adapted by Britishers at a later
date. They had created intermediate relationships on land matters. Capitation tax,
Jazya, Income Tax, etc., constituted other direct taxes, and indirect taxes comprised
sales tax, customs, octroi and excise duties. There was a network of government
and non-government treasuries for collection, custody and disbursement of public
funds.

Though the above said heritage has left its indelible footprints on the fiscal
history of India, a beginning for the modern financial system was made during
British rule. The system of financial control which was introduced in India during
the British period was a highly centralized version of the British system. But, it was
designed to serve the basic interests and ambitions of British imperialism. The
financial policies and the system of financial administration was instrumental in
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safeguarding British interests in India and subserving their imperialist expansion in
other parts of the world.

Independence brought in its way certain fundamental changes in the
environment of financial administration in India. By this historic event, India snapped
all formal political ties with Britain. There were basic changes in the political context
of financial administration. There was a formal acceptance of the principle of
executive responsibility to the legislature. The budgetary and other systems and
procedures were tuned to subserve this principle and its implementation. Legislative
Committees began to take active interest in the form, content, legality and regularity
of public spending. The Comptroller and Auditor-General became a constitutional
authority with a responsibility to aid legislative control.

With the inauguration of the new constitution in 1950, the president replaced
the Government-General as the head of the state (the Indian republic). Governors
were retained as formal head of state (Provincial) governments. The size of public
outlay soared a modest figure of less than 2,000 crore rupees under the First Plan
to nearly 40,000 crore rupees in the Fifth Plan that was an increase by about 20
times in money terms. The Planning Commission, the Administrative Reforms
Commission and the cabinet were lending their weight and support. Hence, the
introduction of performance budgeting has been gathering momentum in the
Government of India and some of the progressive states since 1968–69. The next
important landmark in accounting reform is the separation of audit and accounts in
the Government of India which was completed in 1976.

Currently, efforts are on to make accounting an aid to decision-making
in the Government. Kaldor’s Tax Proposals (1955), Wanchoo Committee
report on direct taxes, Raj Committee report on agricultural holding tax were
some of the efforts towards rationalization of direct taxes. The Finance
Committee was functioning since 1950 to evaluate large schemes and projects,
but it was not until 1966 that a proper pro forma for feasibility studies was
designed. A beginning was made in this direction in 1955. Major steps towards
enhanced delegations were made in 1958, 1962, 1968 and 1975. The system
of financial advice has also been progressively internalized. The financial
administration gradually shifted its focus from stability to welfare, development
and equity. Planning and budgeting got united in the form of Performance
Budgeting in 1974 which gave result orientation to financial processes. The
system of financial control has been basically restructured so as to make it an
instrument of plan implementation.

Until 1975, external financial advisors were retained to scrutinize proposals
in the non-delegated field. Often gross inefficiencies lurk behind the inflexibilities
of the system of normal control. The responsibility for financial control has been
fixed firmly on spending departments. This was sought through two means. First
was the scheme of Integrated Financial Advice, and the second was the separation
of audit and accounts. In order to meet the growing financial needs of development
expenditure, budget became an instrument of resource mobilization. Deficit finance
became a regular feature as the Government had to cope with tremendous pressure
of quickening the pace of development. Nationalization of the banking system
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was considered an instrument to channel national funds towards development
activities. Public sector assumed significant importance in advancing the goals of
development and equity. There were certain undesirable consequences. Galloping
inflation, sinking balance of payments position, increasing negative returns from
public sector, shrinking public savings and resource base etc., have had a cumulative
impact on financial administration in such a way that the government had to take
steps to set right these tendencies.

To conclude, during the first phase the basic thrust had been on the
formulation of financial organization with the aim of creating centres of control and
direction in the form of Secretary of State and Governor-General. Second phase
was characterized by efforts to evolve a sound budgetary system and its practice.
Third phase saw responses to freedom movement and as a result of which gradual
induction of popular element was attempted. It also saw decentralization of authority
and creation of federal structures. The last phase is characterized by orientation
towards people and their well-being and development.

Emerging Financial Trends in India

In recent years, some emerging trends have been seen in the financial administration
of India. These are explained subsequently.

Regulation and control of fiscal deficit

Development efforts in India are characterized by an order of investment much
higher than the available domestic resources. The gap should have been met from
a favourable balance of payments and external remittances. But Indian policy
makers closed this gap by creation of credit on excessive dosage of money supply.
Deficit financing was used as an alternative to resource mobilization including
taxation. The annual average rate of deficit financing began to rise year after year.
It was far in excess of conceivable safety limit which is said to be set by the rate of
growth of supplies of consumer goods, degree of monetization of economy; and
the extent of control over production and distribution.

As an outcome of such indiscriminate deficit financing, a high rate of inflation
has characterized the economy since the mid of 1960s. It has also caused balance
of payments problems. This situation culminated into an economic crisis in July
1991. The government had to take a number of measures for overcoming this
crisis. The main objective was to control fiscal deficit and bring it down to 5 per
cent of GDP (national income) by 1992–93.

Cutback on non-development expenditure

A substantial portion of Indian resources are frittered away in non-development
expenditure which is an unproductive channel. There has been a tremendous
increase in non-development expenditure. A significant amount of this expenditure
is associated with extravagance, inefficiency and infructuous public policies and
activities. Massive outlay on defence and law and order have also contributed
towards this trend. Public policy has focused its attention on lowering of
expenditure. The bulk of the savings are sought from the cuts on subsidies, defence
spending, resource transfers to public enterprises, current and capital spending.
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The government declared that during the remaining part of the financial year, there
will be no net additions to expenditure through supplementary appropriations unless
such proposals are supported by matching savings elsewhere.

Development of zero-base perspective

Budgetary decisions in India have been characterized by incrementalist approach.
Though no whole-scale installation of zero-base budgeting was attempted,
expenditure policy that evolved during the last few years took into account the
basic premises of this new budgetary concept. No area of government spending
was sought to be exempted from scrutiny.

Application of contingency approach and objectives

Contingency approach emphasizes analysis and understanding of subsystems of
public organization along with the supra-system of environment, so that public
policies and administrative actions can be adapted and adjusted to the demands of
specific situations and contexts. It enables the public administrator to evolve a
practical answer to a complex problem. The approach of the government to deflect
the recent economic crisis has reflected the basic elements of this latest theory.
For instance, though the government has political authority and basic inclination
towards deficit financing, it is forced to take decisions to the contrary. It was
because of the circumstances of the situation. Similarly, the concepts of self-
sufficiency and social equity are no longer the dominant considerations of the
government as is evident from the open door policy towards foreign participation
with a special emphasis on Non-Resident Indians and a host of other public policy
decisions which are being taken in pursuit of orientation of the economy to market
mechanism.

De-emphasized public sector

In India, the rationale for public enterprises had been based on the premise that
state ownership was desirable for the achievement of national objectives. This
value consideration resulted in large scale nationalization. Recurring losses of a
large number of public enterprises, need for resources for bringing down the fiscal
deficit, global trends towards privatization of public enterprises have all changed
the government’s policy towards the public sector. New Industrial Policy of the
government has brought an end to this thinking. For instance, the Eighth Plan’s
outlay on public sector was to the tune of 43.2 per cent as against 54 per cent on
the Seventh Plan. The trend is towards removal of the distinction between public
sector and private sector and towards the emergence of ‘national sector’ in which
public sector and private sector merge with each other. The government’s move
to solicit equity participation of private sector in public sector enterprises is a
significant policy measure indicating the new approach.

Involving private sector and focus on decentralized responsibility

The government is thinking in terms of providing public goods and services
competitively to avoid the pitfalls of public monopoly. The government, for instance,
is seriously thinking in terms of involving private sector in power generation and
distribution, electronic media and telecommunications, roads, etc.
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Union Government has had the responsibility for plan formulation as well as
plan financing. The state governments could execute centrally sponsored schemes
rather than the schemes supported by their budgetary provisions. This tendency
on the part of the State led to a lack of concern for resource mobilization. This
syndrome is evident from increasing emphasis of the state governments on populist
measures. As a back-up to economic reforms, the Union Government has veered
round to the concept of ‘indicative planning’. This changed outlook pervades the
formulation of the Eighth Five Year Plan. The Union Government is now promoting
cooperative federalism and is therefore, seeking an active role for the state
government in resource mobilization.

Towards deregulation and liberalization

Union Government made efforts to provide full freedom to market mechanism so
as to maximize productive potential of enterprising business people in moving
towards a free market economy. Industrial policy has been suitably amended to
accommodate genuine requirements of the private sector and foreign direct
investment. Similar changes have been made in Trade Policy and Commercial
Policy. There is a growing feeling that the inequalities of income and wealth may
get accentuated and that the poor and weaker sections of society may be left to
fend for themselves. This unfortunate trend can be largely redressed through
increased expenditure on social services and rural development programmes. There
is already evidence that the government is taking policy initiatives like strengthening
of public distribution system and other means to ensure that growth is not achieved
at the cost of equity.

To sum up, these new trends are intended to liberate market forces from
bureaucratic control as the Indian Government has already adopted liberalization
policies. These trends were found to be quite in conformity with the requirements
of underdeveloped countries. In fact, some countries have registered astonishing
breakthroughs with similar policy packages. Therefore, the government did not
face any major resistance against its approach. A major failure though expected,
has been the inability of the government to contain price rise.

Check Your Progress

1. What is the best known machinery for fiscal management in developed
countries?

2. List two objectives of financial administration.

3. Mention the development of zero-based perspective in the context of
financial administration of India.

4.3 BUDGET

With the emergence of the Welfare State, the government has come to look after
virtually every sphere of human life. They have to perform manifold functions from
maintaining law and order, protecting their territories to implementation of plans



Financial Administration

NOTES

Self - Learning
Material 103

for economic and social betterment. Besides, they provide a variety of social
services like education, health, employment and housing to the people. Needless
to say, the government requires adequate resources to discharge these functions
effectively. Where is this money to come from and who is to sanction the funds?
The necessary funds are mobilized from the country’s resources by way of taxes,
direct and indirect loans, both long-term and short-term, to meet the governmental
expenditure. In India, the principal sources of revenue are custom and excise
duties and income tax on individuals and companies.

The word Budget is derived from the French word bougette (purse) which
means a sack or pouch from which the Chancellor of Exchequer used to take
out his papers, for laying before the Parliament, containing the Government’s
financial scheme for the ensuing year. Now, the term ‘budget’ refers to the financial
papers.

Budget is a financial plan and a list of all planned expenses and revenues. It
is a plan for saving, borrowing and spending. In other terms, a budget is an
organizational plan stated in monetary terms. The purpose of budgeting is to provide
a forecast of revenues and expenditures, that is, construct a model of how a business
might perform financially if certain strategies, events and plans are carried out. The
budget also enables the actual financial operation of the business to be measured
against the forecast. It is prepared by the Budget Division of Department of
Economic Affairs of the Ministry of Finance annually. This includes supplementary
excess grants and when a proclamation by the President of failure of Constitutional
machinery is in operation in relation to a State or a Union Territory, preparation of
the Budget for such a State.

Origin of budget system

The 19th century encountered the growth of the problem of public finance on a
gigantic scale. The problem arose, owing to the growth of the functions of the
State in all directions, the establishment of parliamentary control over public finance,
the necessity of check in financial administration to prevent fraud and waste, and
to secure the highest possible results from public expenditures, and the growth in
credit operations which resulted in the creation of central banks as the bankers of
the Government. To solve this problem, there arose a new system in England,
called Budgetism or the Budget system in 1803.

The budgets began to develop in the late Middle Ages, which were characterized
by the presence of absolute regimes in England as well as in Europe. The budget
was a statement of revenue and expenditure, and was regarded as the business
affair of the King and secret of the State. This was so because the revenue was
derived from the King’s domain. It was not until the revolution of 1688 that the
principle of ‘no taxation without representation’ could be generally recognized.
Even at that time, all government expenditures were not subject to parliamentary
control. Full legislative control of the purse strings is the feature of this century.
There is no unanimity among writers regarding the definition of the term ‘budget’.
Dimock defines a budget as ‘a financial plan summarizing the financial experience
of the past stating current plan and projecting it over a specified period of time in
future’. Munro opines, it is ‘A plan of financing for the incoming fiscal year. This
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involves an itemized estimate of all revenues on the one hand and all expenditures,
on the other.’ According to W.F. Willoughby, a budget comprises three components:

(a) A statement of the sums required for due conduct of public affairs during
the period to which such estimate relates;

(b) An estimate of the probable income from revenue and loans on the basis of
existing provisions of law regarding public dues and credit operations;

(c) A statement showing conditions of treasury in terms of assets and liabilities.

So, it is very clear that the budget is the cornerstone of financial administration
and the various operations in the field of public finance are correlated through
the instrument of budget. Budgeting involves: (i) preparation of the estimates,
(ii) collection and custody of funds, (iii) disbursement and control of expenditure,
and (iv) recording of all the transactions whose legality and regularity are duly
verified and reported to the Legislature by an independent audit.

Budgeting serves as a powerful tool of coordination, and, negatively an effective
device of eliminating duplication and wastage. These ends are served by devices,
such as justification of estimates, supervision of the use of appropriated funds, timing
of the rate of expenditures, and the like. It inculcates, or should inculcate, cost-
consciousness and this feeling should permeate all levels of administration including
the operating level. Budgeting presents an opportunity for evaluating programmes
and policies, thereby identifying obsolete or unnecessary activities and giving a call
for their discontinuance. It is, in this sense, pre-audit. Harold D. Smith sets out eight
budgetary principles to accomplish the above tasks. These principles are as follows:

(i) Executive Programming: Budget, being the programme of the Chief
Executive, goes hand in hand with programming and consequently must be
under the direct supervision of the Chief Executive.

(ii) Executive Responsibility: The Chief Executive must see that the
departmental programmes fulfil the intent of the legislature and due economy
is observed in the execution of the programme.

(iii) Reporting: Budgetary process like preparation of estimates, legislative
action and budget execution must be based on full financial and operating
reports coming from all levels of administration.

(iv) Adequate Tools: The Chief Executive must have an adequately equipped
budget office attached to him, and an authority to earmark monthly or
quarterly allotment of appropriations.

(v) Multiple Procedures: The method of budgeting may vary according to the
nature of operations. Thus, the budgeting of quasi-commercial activities
may be different from that of purely administrative activities.

(vi) Executive Direction: Appropriations should be made for broadly defined
functions of the department allowing, thereby, sufficient discretion to the
executive to choose means of operation to realize the main purpose.

(vii) Flexibility in Timing: Budget should have provisions to accommodate
necessary changes in the light of changing economic situation.
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(viii) Two-Way Budget Organization: Efficient budgeting depends upon the active
cooperation of all departments and their sub-divisions.

Utility of budget

It is not as if the Government can tax, borrow and spend money the way it likes.
Since there is a limit to the resources, the need for proper budgeting arises to
allocate scarce resources to various governmental activities. Every item of
expenditure has to be well thought out and total outlay worked out for a specific
period. Prudent spending is essential for the stability of a government and proper
earnings are a prerequisite to wise spending. Hence, planned expenditure and
accurate foresight of earnings are sine qua non of sound governmental finance.

Budget today has become one of the primary tools of financial as well as
developmental administration. It is a management tool and sets out programmes
and projects for socio-economic development. The utilities of budget are as follows:

(i) As a tool of financial control: It is through the budget that a balance is
maintained between scarce resources and limitless demands. Financial control
through budget is exercised at various stages from the preparation of
estimates to expenditure making, the subordinate agencies within a
department are involved in the initiation of the estimates. Heads of these
offices scrutinize the estimates in terms of their needs and spending capacity.
This process moves upwards in to the hands of big departments who are
expected to moderate the estimates in the light of accepted policies of the
government. Finally, the central budgetary authority takes up the task of
final consolidation and scrutiny in terms of national policies and priorities,
norms of expenditure and constraints of resources.

(ii) As a tool of administration: It embraces all the activities of government
departments as well as public corporations and government aided agencies.
An approved budget gives the administrator a summary of the financial
environment within which he has to work. It makes readily available to him
information on varied features of his department’s plan and prospects which
need to be taken into account in considering any change in policy. The
emphasis is on projects, programmes and activities for which there is
administrative responsibility in terms of cost, time and accomplishment.

(iii) As an instrument of public policy: The budget is vital, because it is the
device whereby plans and policies are put into action. It converts broad
ideas into concrete activities and resources. In doing so, the budget serves
as the final determinant of the degree to which legislatively enunciated policy
will be translated into reality. The budget as an instrument of fiscal policy,
i.e., as a fiscal tool for consciously influencing the operations and directions
of an economy, is one of its most important aspects. It is through budget
that the government tries to influence the size and direction of private
investment expenditure by declaring concessions and incentives. Budgetary
policy can also encourage capital formation and check inflation. The scope
of public sector is another area influenced through budgetary policies.
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(iv) As a tool of accountability: The objective is to ensure the financial and
legal accountability of the executive government to the Legislature, and,
within the executive government, to ensure a similar accountability on the
part of each subordinate authority to the one immediately above in the
hierarchy of delegation. There is also a system of audit. It is undertaken in
order to check whether the expenditure conforms to the authority and that
the expenditure is incurred as per budgetary sanctions and as per the purpose
sanctioned in the budget.

(v) Budget and planning: The planning application has always been latent in
the budgetary process. Planning attempts to translate long-term goals into
medium-term operational objectives and make allocation of human, physical
and financial resources to programmes designed to achieve these objectives
most effectively at the least cost. Budget may be said to take over where
planning leaves off. An evaluation of programmes in terms of the policies
embodying the goals of the government is the meeting place of planning and
budgeting. The planner evaluates the programmes when he completes the
task of identification and elaboration of goals and policies. The budgeter
performs this function from the opposite end of the spectrum when he
completes the task of assessing the resources required to implement the
proposed programmes.

(vi) Informative role: The budget document contains valuable information for
various sections. The functional classification of budget gives a clearer picture
of the government’s effort in each field. The budget contains a lot of data on
various economic indicators such as national income, consumption,
expenditure, capital investment, deficit financing, etc. For the business
community and the industrialists, it provides significant information which
may affect their business in the ensuing year. The budget is also anxiously
awaited by the general public.

(vii) Role in performance evaluation: The budgetary data could provide
information about the overall performance and the specific data indicate
the performance of a project or programme of a particular department.
Unit performance from year to year can be compared. Cost–Benefit
analysis can help in restructuring, reallocating or changing the objectives
or activities. This performance data collected on a continuous basis
strengthens the data base for evaluating and reformulating the policies,
priorities and programmes. It is because of such mounting importance of
budget that the budgetary process needs to be handled with utmost care
and professionalism.

Budget classification

The estimates of receipts are made under three main divisions viz., Revenue Receipts
(all direct and indirect taxes, non-tax receipts and interest on loans and advances);
Capital Receipts (internal debt, external debt, and repayment of loans and
advances) and Public Account (debt other than that falling under Capital Receipts,
deposits, advances, etc.).
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The estimates of expenditure from the Consolidated Fund fall into two
categories: (i) Non-plan expenditure, and (ii) Plan expenditure. Each comprises
expenditure on revenue account and on capital account, including loans and
advances separately.

Budget planning

The Government of India has constituted a body known as the Planning
Commission with the Prime Minister as its Chairman and members comprising
eminent personalities from the various fields like economics, agriculture, education,
industry, social sciences and public administration. Socio-economic development
planning attempted by the Commission covers the entire country including the
States. Nationwide coordination is obtained through the National Development
Council represented by the Chief Ministers of all the States. The planning process
takes into account: (i) the required growth rate of the Gross Domestic Product
(GDP), (ii) the growth rates for various sectors of the economy, (iii) the sources
of funding, and (iv) the methodology of achieving the planned goals. The Planning
Commission also examines and gives its expert advice on various projects and
programmes.

The Five-Year Plans are formulated and are then de-segregated into annual
plans. The annual plans are then prepared in respect of each sector. These are
further demarcated between the Union Government and state governments.
Thereafter, the process of entrustment to various ministries and departments takes
place. The orientation of the budgets in India is largely determined by plan outlays,
their composition and sources of funding.

Process of Budget

India is a parliamentary system of government, based on the Westminster model.
The Constitution has, therefore, vested the power over the purse in the hands of
chosen representatives of the people thus sanctifying the principle ‘no taxation
without representation’. Preparation of Budget for the approval of the Legislature
is a Constitutional obligation of the Government both at the Centre and the State
levels. Legislative prerogative over taxation, legislative control over expenditure
and executive initiative in financial matters are some of the fundamental principles
of the system of parliamentary financial control.

There are specific provisions in the Constitution of India incorporating these
tenets. For example, Article 265 provides that ‘no tax shall be levied or collected
except by authority of law’; no expenditure can be incurred except with the
authorization of the Legislature (Article 266); and President shall, in respect of
every financial year, cause to be laid before Parliament, Annual Financial Statement
(Article 112). These provisions of the Indian Constitution make the Government
accountable to Parliament.

The budgetary responsibilities of a modern government are very vast. Article 112
of the Constitution of India refers to the laying of an Annual Financial Statement,
which is a statement of the estimated receipts and expenditure, of the Government
of India for the ensuing financial year. The Annual Financial Statement consists of:
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(a) Statement of Revenue, (b) Statement of Expenditure, and (c) an overall
statement. This Annual Financial Statement shows the sums charged on the
Consolidated Fund of India and the money required to meet other expenditures.
The budgetary process in India involves the following operations:

(i) Preparation of the budget

(ii) Legislative authorization of the enactment of the budget

(iii) Execution of the budget

(iv) Accounting

(v) Audit

Budget formulation

In India, there is no single budget for the entire nation. The states have their own
budgets, the Constitution being federal. Even at the Union level, there are two
budgets (i) the General Budget and (ii) the Railway Budget. The Railway budget
was separated from the General budget in 1921. The advantages of this arrangement
is, first, that a business approach to the railway policy is facilitated, and, second,
the railways after paying a fixed annual contribution to the general revenue of the
country, can keep their profit for their own development. Formulation of the budget
involves, in India, the following operations which follow in the order given below:

(i) Preparation of the preliminary estimates by the heads of offices.

(ii) The scrutiny and review of those estimates by the controlling officers.

(iii) Scrutiny and review of the revised estimates by the Accountant-General
and the administrative department.

(iv) Scrutiny and review of the revised estimates by the Finance Ministry.

(v) The final consideration of the consolidated estimates by the Cabinet.

The responsibility for the preparation of the budget estimates rests on the
executive who is responsible for running the administration and is therefore, in the
best position to say what funds are required for it. The Finance Ministry has the
overall responsibility for the framing of the budget, but it is the administrative
ministries which have the detailed knowledge of administrative requirements. For
incorporating the plan priorities in the budget, the Finance Ministry has to be in
close touch with the Planning Commission. Also, the Comptroller and Auditor-
General comes into the picture since it is he who makes available the accounting
skills so necessary for the preparation of the estimates.

The work in connection with the preparation of the budget estimates begins six to
eight months before the commencement of the next financial year. Since the Indian
financial year commences on 1 April, budget preparation begins in India in the
month of September. The ball is set rolling by a circular of the Finance Ministry or
the Finance Department in case of States to the various administrative ministries
or departments asking them to start the preparation of the estimates. These pass
on the directive to the disbursing officers, i.e., the heads of offices. Printed forms
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are supplied wherein the estimates and the other requisite information have to be
filled in. Each form contains columns for:

(a) Actuals of the previous year

(b) Sanctioned estimates for the current year

(c) Revised estimates for current year

(d) Budget estimates of the next year

(e) Actuals of the current year (at the time of the preparation)

( f ) Actuals of the corresponding period of the previous year

The estimates of the coming year are made on the basis of the following:

(i) The revised estimates for the current year

(ii) The 12 month’s actuals of the last year

(iii) Any recognizable irregularity in past year’s figures

(iv) Any special circumstances causing variations

The estimates are prepared in two parts. Part I relates to the existing revenues
and charges, and Part II to new schemes of expenditure and to the proposals for
the abandonment of any existing source of revenue. The disbursing officers send
the estimates to the head of the department, who consolidates them for the whole
department, after such review and revision as he may consider necessary. In the
course of such review, the head has to judge the relative importance of the proposals
from the various branches and sections of the department for new expenditure in
the light of the possible grant for the department as a whole, and accept some of
them and reject others. The estimates from the various departments are sent to the
appropriate Secretariat/Department to be scrutinized there once again in the light
of its general policy, and finally the Secretariat departments send the estimates to
the Finance Ministry or department. In India, the estimates pass through the hand
of the Accountant General who also supplies the actual and certain other information
from his account books.

The estimates received from the various departments are finally scrutinized
by the Finance Ministry and, after such revision or modification as may be necessary,
are consolidated together into the budget of the government as a whole. Its scrutiny
is different in character from that of administrative ministry. It does not go into the
policy of the expenditure and this is the responsibility of the administrative ministry
itself. The scrutiny of the estimates by the Finance Ministry is from the financial
viewpoint, i.e., of economy and availability of funds. It does not question the
policy underlying the proposals of the administrative ministries for which they
themselves are responsible.

The Finance Ministry is given tremendous control over the estimates of
the other departments because of two reasons. Firstly, the Finance Ministry
itself is not a spending department and can act as a disinterested guardian of the
taxpayers’ interest. Secondly, the Finance Ministry has to find the money to
meet the proposed expenditure, and so it must have a say in deciding whether it
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should be incurred or not. The operation of the Finance Ministry’s scrutiny is
best seen in case of proposals for new expenditure, e.g., over a new social
service, or the extension of an existing activity in a new direction. The imperative
demands of the Five-Year Plan, the policy decisions of the Cabinet, the current
conditions in the country must find a reflection in the budget and, to the degree,
restrict the Finance Minister’s say.

The Finance Ministry closely looks into all proposals that impose a new,
or an increased charge on the government. The new charges are of two classes:
(i) grants for purchases, constructions, etc., and (ii) grants for establishment.
Big purchases or constructions, like the atomic energy reactor in Mumbai, are
undertaken with the concurrence of the Cabinet. Evidently, the Finance
Ministry’s control in regard to the inclusion of such charges in the budget may
appear to be somewhat restricted. But it watches closely the establishment
proposals involving extra expenditure. If the Finance Minister cannot reconcile
himself to the decision of the Cabinet, he may resign. Nonetheless, the Finance
Minister’s position in the Cabinet is a strong one; the Cabinet must give special
weight to his views, at any rate when the expenditure at stake is of a significant
dimension. In Britain, the Treasury, and in USA, the Bureau of the Budget,
exercises over the budget estimates, the control which the Ministry of Finance
does in India.

Criticism

The Finance Ministry’s control over the estimates has been subjected to a good
deal of criticism in recent years. The criticism are as follows:

(i) The natural instinct of the Finance Ministry is to say ‘no’ to a new proposal.
It thus acts as a brake on progressive policies.

(ii) The competence of the Finance Ministry or Treasury to exercise judicious
control over departmental estimates is questioned. The result is that proposals
are arbitrarily accepted or rejected. It is prone to reject small proposals,
while accepting the big ones without much protest.

(iii) The propriety of vesting into one Ministry the control over the estimates of
other Ministries is doubted. It is said that if there must be such control, it
should be into the hands of some super-departmental agency headed by
the Prime Minister.

These criticisms are not without their substance, but control over estimates
by some control agency like Finance Ministry or Treasury is a valuable instrument
of balancing the budget and securing coordination of the activities of the
Government.

Consideration of the consolidated estimates

The Finance Minister examines the budget estimates and in consultation with the
Prime Minister, prepares the financial policy with regard to taxation, etc. This,
however, is kept a close secret. The consolidated figures are submitted to the
Cabinet for consideration. The Budget Division of the Ministry of Finance then
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incorporates the necessary changes in accordance with the orders of the Cabinet,
and thereafter brings revised estimates for the current year up to date. When it is
finally approved by the Cabinet, the budget is ready for submission to Parliament.

Enactment of the Budget

The budget is formally presented by the Finance Minister, but it requires to be
recommended by the President before it is presented to the Parliament for legislative
authorization. In fact, it is an important step in the completion of the budget, as a
control instrument of financial administration. It is a cardinal principle that no taxation
can be levied and no expenditure incurred without the prior approval of Parliament
in all parliamentary democracies. The role of the Legislature in budgeting is shaped
by several coordinated influences. These are as follows:

(i) Influence from the executive: The executive authority proposes the
programmes that the Legislature must review, modify and adopt.

(ii) Influence from the internal organization of legislative body: It determines
the importance attached to the budgetary actions and relationship between
budgeting and other legislations.

(iii) Influence from the legislators themselves: The legislators themselves
determine their individual and collective interests and abilities in fiscal
affairs.

Stages of budget in Parliament

(a) First stage: Introduction in the legislature

It has become customary in India to frame, introduce and pass the budget in two
parts—the Railway budget and the General budget. The Railway budget is
regularized by Rule 134 of the Rules of Procedure and Conduct of Business in
Parliament, which makes provision for the submission of budget in two or more
parts, each part to be dealt within the same manner as if it were budget. The
procedure in case of both is the same except that the Railway budget is introduced
and piloted by the Railway Minister while the General budget is introduced by the
Finance Minister. The Railway budget precedes the General budget. The powers
of Parliament with respect to the enactment of the budget are enshrined in the
Constitution itself. The relevant Articles are 112 to 117. The following provisions
are worth noting:

(i) No demand for a grant shall be made except on the recommendation of the
President.

(ii) No proposal relating to expenditure can be brought without the
recommendation of the President.

(iii) Parliament cannot increase tax though it is empowered to reduce or abolish
it.

(iv) ‘Charged’ expenditure on the Consolidated Fund of India shall not be
submitted to the vote of Parliament, though it is subject to discussion.
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(v) Parliament cannot amend the Appropriation Bill in a way as to have the
effect of varying the amount of any ‘charged’ expenditure.

(vi) Powers of the Rajya Sabha are quite restricted in financial matters. Voting
of demands for grants is the exclusive privilege of the Lok Sabha. In the
case of a Finance Bill, the Rajya Sabha has severely limited powers. It must
give its concurrence, with or without any recommendation, within 14 days.
The Lok Sabha may accept or reject any or all of these recommendations.
The Finance Bill, however, does not go again to the Rajya Sabha; it is
submitted to the President for assent. For the first time, in 1977, the Rajya
Sabha made some changes in the Finance Bill. But the Lok Sabha reasserted
its supremacy by rejecting these changes and adopting the Finance Bill in its
original form. The Finance Minister presents the budget to the Lok Sabha
on the last working day of February. If on that day the House is not scheduled
to meet, the House is summoned to meet specifically at 5.00 p.m. for the
presentation of the budget. The budget is presented first in the Lower House
by the Finance Minister. He makes a speech introducing the budget which
contains: (a) general economic condition of the country, (b) financial policy
of the government, and (c) explanation for the differences which occur
between the budget estimates and the revised estimates of the current year.

This speech is eagerly awaited by the business and the financial circles as it
gives them the first intimation of the taxation proposals, the tariff trends, protection
to the industries, and the general economic and financial policy of the government for
the ensuing financial year. The budget speech is a lengthy document; and the printed
copies of it, of the budget estimates, and the explanatory memoranda are circulated
among members. The budget is also laid before the Council of States (Rajya Sabha),
though this chamber can only discuss it and has no power over grants at all.

(b) Second stage: General discussion

The general discussion of the budget begins a few days after its presentation. Two
or three days are allotted for it. It is confined to the general principles or policy
underlying the budget. Details of the budget are, however, not discussed. There is
no voting, nor are cut motions allowed. General discussion of the budget is a
hangover from the past when the Indian Legislature had no power to vote the
budget but could only discuss it. Under the new dispensation, the members have
an opportunity to discuss revenue estimates, the ways and means programme of
the government, and, what is perhaps the most important purpose, that is, the
‘charged’ expenditure. To the government, this stage provides a foretaste of the
feelings of the House on budget proposals for taxes as well as expenditure. At the
end of the debate, the Finance Minister gives a general reply, rebutting, as is to be
expected, the various charges made by the members.

(c) Third stage: Voting of demands for grants

Here, voting is restricted to the votable parts of the expenditure; the ‘charged’
expenditure is not submitted to vote. The voting of demands is the exclusive privilege
of the Lok Sabha, which at this stage examines the estimates thoroughly and much
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of the time is taken in the discussion of the estimates. The demands for grants are
discussed and presented as per Ministries. This arrangement facilitates the House
to consider the demands and the working of each Ministry. The total number of
days allotted for the voting of demands is 26 days in India. The Speaker, in
consultation with the leader of the House fixes a time limit for each demand as well
as for the entire expenditure part of the budget. A demand is subjected to vote as
soon as the time limit fixed for it, is reached. On the last day of the allotted period,
the Speaker puts all the remaining demands to vote whether the discussion on the
demand is complete or not. The General budget is divided into 109 demands, 103
for civil expenditure and 6 for defence expenditure. The Railway budget contains
32 demands. Each demand is subject to vote. The demand is introduced by the
Minister in charge of the subject, with a speech, which is largely political, very
seldom financial. The discussion in this process is sparked off by moving cut motions,
the idea behind these is that members specify the precise points on which they
wish to concentrate discussion. Cut motions are of three kinds:

(i) Policy Cut: It is to disapprove of the policy underlying a demand. The
motion is to reduce the demand to one rupee.

(ii) Economy Cut: It is to highlight the possibility of effecting economy in the
proposed expenditure. The motion for economy cut is to reduce the proposed
expenditure by a specified amount.

(iii) Token Cut: It is to ventilate a specific grievance within the sphere of the
responsibility of the Government of India. The motion is to reduce the
demand by 100 rupees. The principal merit of these cut motions lies in
exposing and publicizing the lapses of administration. The cut motion is, of
course, defeated because of the majority behind the Cabinet. A demand
becomes a grant after it has been duly voted.

There is one part of the estimates of expenditure which is not submitted to
the vote of the House at all, though it can be discussed by the House. This part is
known as Charged Expenditure, that is, expenditure charged on the Consolidated
Fund. The reason for excluding these items from the vote of the House is that they
are of a fixed or inevitable nature and admit to no reduction or variation.

(d) Fourth stage: The Appropriation Bill

When the House of People has voted all the demands, they, together with the
demands for ‘charged expenditure’ are incorporated into a Bill called the
Appropriation Bill. The passage of this Bill is necessary to legalize the demands as
voted and to authorize the withdrawal of money from the Consolidated Fund of
India. Article 114 of the Constitution provides that no money can be withdrawn
from the Consolidated Fund of India except under appropriation made by law. It
follows the same procedure in the House of People as any other Bill, except that
no amendment can be made to the Bill, as all the grants embodied in it have
already been voted; and the ‘charged’ expenditure is never put to vote. After
being passed by the House of People, it is certified by the Speaker as the Money
bill and sent to the Council of States. The Council of States cannot amend or
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reject it; it returns the bill with its recommendations within 14 days. The House of
People may accept or reject any or all of these recommendations. It is, then, sent
to the President for assent, which is given as a matter of course. The purpose of
passing the Appropriation Bill is to authenticate the supply voted by the House to
facilitate the work of the Comptroller and Auditor-General.

(e) Fifth stage: The Finance Bill

With the passing of the Appropriation Act, the disposal of the expenditure part of
the budget is complete. Money for expenditure, however, must come from
somewhere and for that resort has to be had to taxation. Article 265 of the
Constitution lays down that no tax shall be levied or collected except by authority
of law. Since Parliament is the law-making body, it is this august body which must
give consent to the taxation proposals of the government, some of the taxes are
permanent and their rates are fixed by the government under the provisions of the
Acts governing them. Others are to be authorized annually by the legislature as for
example, the income tax, customs, etc.

All the taxation proposals of the government for the ensuing financial year
are embodied into a single bill known as the Finance Bill, which has to be passed
by Parliament every year. It is open to general and clause by clause discussion.
Unlike the Appropriation Bill, amendments may propose the abolition or the
reduction of any tax and are sometimes even accepted by government, except
any new tax or an increase in the rate of any existing tax. But on the recommendation
of the President, a proposal to increase a tax or introduce a new tax can be
introduced. After the passage of the Finance Bill in the Lok Sabha, it is sent to the
Rajya Sabha for its concurrence. The latter has to return the Bill with its
recommendations within 14 days. The Lower House may accept or reject any or
all of the recommendations. In any case, it is sent to the President for his assent;
after the assent it becomes the law of the land.

It may be recalled that the budget embodies ordinary annual estimates, both of
receipts and expenditures. It is likely that, under special or extraordinary
circumstances, provision has to be made for the following kinds of grants which
the House of People may be asked to make:

(i) Vote on Account: Vote on Account is an advance grant made by the House
of People with respect to the estimated expenditure for a part of the ensuing
financial year, pending the regular passage of the budget.

(ii) Vote on Credit: The Lok Sabha can grant vote on credit to meet an
expenditure whose amount or details cannot be precisely stated on account
of the magnitude or the indefinite character of the service (for example,
war). It is, thus, a sort of blank cheque given to the executive. The
Constitutional provision has been made for vote on credit in Article 116(b),
though this device has not so far been used in India.

(iii) Special Grant: The special grants form no part of the current service of
any financial year. When unforeseen expenditure not provided for in any of
these ways, suddenly arises, it can be met from advances made by the
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President out of the Contingency Fund of India. These advances have to be
duly authorized by Parliament later.

(iv) Excess Grant: Excess grant is voted after the financial year. Since the
disbursing authorities are spread all over the country, it is obviously not
possible to keep the expenditure within the limit set up by Parliament. Excess
money is sometimes spent. Such expenditure is regularized by obtaining an
excess grant from Parliament. All such demands for excess grants need first
be approved by the Public Accounts Committee before submission to the
Lok Sabha.

(v) Token Grant: Token grant must not be confused with token vote which is
a device for taking parliamentary approval for a self-financing scheme when
funds to meet the proposed expenditure on a new service can be made
available by reappropriation, a demand for a token amount (say, 10 rupees)
is put to vote, and funds may be made available on Parliament’s approval of
the demand. This is known as token grant.

(vi) Supplementary Grant: A supplementary financial statement can be laid
before the House if:

(a) the budget grants for any service are later found to be insufficient; or
(b) expenditure incurred on any service exceeds the amount provided for

in the budget; or
(c) expenditure on some new service becomes necessary. It has to be

passed by the usual procedure for the Appropriation Bills. It need be
pointed out that the system of supplementary demands not only
weakens parliamentary control over public expenditure, it also amounts
to a breach of contract between the Government and the Parliament.
Recourse to the Supplementary Grants should be made only sparingly.
With the passage of the Appropriation Bill and the Finance Bill, the
enactment of the budget is over.

Execution of the Budget

A budget is of no use unless it is enforced, i.e., revenue and expenditure are
regulated according to it. The execution of the budget is the responsibility of the
executive government, and therefore, the distribution of powers within the executive
government determines the procedure for the execution of the budget. Efficient
execution depends on the extent to which financial control combines operational
freedom and flexibility with accountability for performance. Besides, it requires
strong central direction and control. Control of expenditure within the terms of the
budget is a far more complex affair than the collection of revenue and in budget
execution, the primary emphasis is placed on it. The objects of control of
expenditure are: (a) to see that it does not exceed the budgetary grant under any
head, and (b) to ensure that it is not improper, extravagant, wasteful.

The amounts voted in the budget are the maximum up to which the executive may
spend for the specified purposes, and which must not be exceeded in any case
without fresh legislative sanction. This does not mean that the executive may spend
so much without due regard to necessity and economy. It is always implied that
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notwithstanding budgetary provision, the executive shall spend on any object only
the minimum amount absolutely necessary as an ordinarily prudent person does in
private life. The machinery of executive control over expenditure consists of (a)
the Finance Ministry, and (b) the heads of various administrative departments.

(a) The Finance Ministry: In India, the Ministry of Finance has been given the
responsibility to exercise overall control over the budget execution. As an
instrument for carrying out the financial policies of the government, the
Ministry of Finance supervises the finances of spending authorities by
checking over their expenditure at three stages. These are:

(i) approval of programmes or policies in principle;
(ii) acceptance of provisions in the budget estimates; and
(iii) prior concurrence to incurring of expenditure subject to such powers

as may have been delegated to the administrative Ministries/
Departments.

In fact, it is the control at the first and third stages that generally engages
much of the attention and time of the Finance Ministry and that impinges on
the day-to-day working of the administrative Ministries. The Finance Ministry
also performs a number of other duties in connection with the carrying out
of the budget. These are:

(i) Seeing that administrative Ministries do not receive more funds during
the financial year than they can spend, and that they surrender unspent
balances as early as possible before the close of the financial year.

(ii) Watching the progress of expenditure in the spending departments
through periodic reports from them, and cautioning them when
necessary.

(iii) Supervising revenue collection through the Central Board of Revenue
which collects the more important union taxes.

(iv) Sanctioning reappropriations beyond the competence of the controlling
officers.

(v) Giving financial advice and guidance to the administrative Ministries,
in general.

(b) The Departmental Heads: Subject to the overall control of the Finance
Ministry, the head of each administrative department is designated as the
controlling officer with respect to the expenditure occurring in his department.
It is the responsibility of the controlling officers to keep a continuous watch
over the current and anticipated expenditure to see that the amounts placed
at their disposal are spent for the specified purposes. The Accountant-
General watches the progress of expenditure against the Parliamentary
sanction under each detailed head.

There is also continuous review and appraisal of the budget execution. The
preliminary review takes place in the month of September, when four month’s
figures of actual expenditure are taken into account. The next review takes place
in the month of December. Similarly, the third review is undertaken in January. It is
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at this point of time that revised estimates, based upon nine months’ actuals, are
prepared. Finally, there is, a modified appropriation for the final estimates.

During these reviews, it is also ascertained whether there is some necessity
to go to Parliament for additional funds. If the Finance Ministry feels satisfied, it
presents a supplementary budget. It is quite often that excess and deficiencies
take place under different heads within the same grant. The department, where
necessary, in consultation with the Finance Ministry, can sanction transfers from
one head to another. Those departments which do not require the full amount of
grant, surrender it to the Finance Ministry to be utilized elsewhere.

Execution of budget rests on the following:

(i) Proper collection of revenues: Collection of revenue is the first step and
involves two major operations—assessment of revenue and its collection.
Assessment is nothing but an act determining what amount is to be collected
from various bodies or individuals in accordance with the authority given by
the legislature. It requires a high degree of judgment and discretion. On the
other hand, collection is the act of actually collecting the amount assessed.
It requires a high degree of accuracy and integrity and the collecting agency
cannot use its own discretion. In India, the Department of Revenue of the
Finance Ministry exercises overall control and supervision over the machinery
engaged in the collection of direct and indirect taxes. Such control is exercised
through two Boards—the Central Board of Direct Taxes, and the Central
Board of Excise and Customs.

(ii) Custody of funds: The main aim is to avoid all possibilities of embezzlement
and misappropriation and to ensure convenience and promptness in money
transactions. The financial administration of any country, from the custody
point of view, depends upon its history, its area and the banking facilities.
The Government Treasuries for the custody of Government funds are fast
disappearing due to the emergence of the wide banking network. Through
the use of the banking system it is no longer necessary to carry on all the
financial transactions through cash as now most of the work may be done
through cheques, drafts, and bank bills. The modern tendency is for
governments to have their own Central or Reserve Banks. This has a number
of advantages such as financial stability, safety and security, and no dangers
of corruption and malpractices.

(iii) Disbursement of funds: The disbursement system in India is based upon
the British system. A heavy duty lies on the disbursing officer who withdraws
the money from the treasury and disburses it.

4.3.1 Performance Budgeting

The traditional budget is generally an incremental line-item budget based on historical
or empirical methods of estimating revenues and expenditures. Soon after
Independence, the Government launched comprehensive socio-economic
development through Five-Year Plans, divided into annual plans. Apart from a detailed
planning process, these involved three major concerns: (i) raising and allocating
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additional resources, both internal and external; (ii) enlarging the responsibility functions
of budgets; and (iii) strengthening the systems of expenditure control.

After Independence, there was a growing awareness among the legislators,
the taxpayers and the budget authorities on the need for a structural change in the
budget so that additional budgetary input could be compared with additional output.
In 1965, the United Nations published a Manual for Programme and Performance
Budgeting and suggested that the developing countries could adopt this technique
with the view to obtaining a better return on resources. The Indian Government
appointed a high-level Administrative Reforms Commission which recommended
the introduction of a performance budget as an instrument for budgeting in terms
of physical inputs and outputs, in addition to budgeting purely on financial terms.

As a result of this recommendation, performance budgets were developed
taking into account international practices in conjunction with the national planning
structure. The Planning Commission, which acted as the apex body of planning in
India for all sectors, substantially performed the planning functions of the budget,
in contrast to other countries where these are handled by the Ministry of Finance,
the Treasury or other budgetary authorities. Performance budgets in India are
prepared in addition to the budgetary documents required under constitutional or
other legal provisions. Emphasis is placed on comparing the effects of financial
inputs with physical outputs. These budgets provide various performance indicators
in both financial and physical terms.

4.3.2 Zero-Base Budgeting

Zero base budgeting is an approach to budget formulation. It seeks to evaluate
afresh the budgeted activity levels and related expenditure. Resources are released
from projects and tasks that have outlived their utility. Zero base budgeting can
serve as an effective tool for redeploying resources. The budget settlement process
in banks is an exercise in distribution of targets rather than a plan based on the
business potential of individual branches. Zero base review would eliminate the
incrementation tendency of carrying forward the previous year’s inefficiencies.

Zero based budgeting also refers to the identification of a task or tasks and then
funding resources to complete the task independent of current resourcing.

 Efficient allocation of resources, as it is based on needs and benefits rather
than history

 Drives managers to find cost effective ways to improve operations

 Detects inflated budgets

 Increases staff motivation by providing greater initiative and responsibility
in decision-making

 Increases communication and coordination within the organization

 Identifies and eliminates wasteful and obsolete operations

 Identifies opportunities for outsourcing

 Forces cost centres to identify their mission and their relationship with overall
goals
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 It helps in identifying areas of wasteful expenditure and, if desired, it can
also be used for suggesting alternative courses of action

 More time-consuming than incremental budgeting

 Justifying every line item can be problematic for departments with intangible
outputs

 Requires specific training, due to increased complexity vs. incremental
budgeting

 In a large organization, the amount of information backing up the budgeting
process may be overwhelming

According to Sarant, ZBB is a technique which complements and links to
existing planning, budgeting and review processes. It identifies alternative and
efficient methods of utilizing limited resources. It is a flexible management approach
which provides a credible rationale for reallocating resources by focusing on a
systematic review and justification of the funding and performance levels of current
programmes.”

Zero-base budgeting becomes important in the present times when the Indian
government is facing significant resource constraints. Many economists have
suggested that governments in India, both at the Centre and the states, should
adopt zero-base budgeting for planning their annual expenditures. Even the past
governments at the Centre agreed in principle that zero-base budgeting should be
adopted in all the government departments. This technique of budgeting was
developed by Peter Phyrr and was first implemented at Texas Instruments in the
1960s. In India, the system was first implemented in the Department of Science
and Technology in 1983. The need for zero-base budgeting was also emphasized
in the Seventh Five-Year Plan. However, not much has happened on this front
since. 

Zero-base budgeting is a method of budgeting in which all budgetary
allocations are set to nil at the beginning of a financial year. It stipulates that all the
departments seeking financial allocations should justify their expenditures every
year. Money is thus allocated to the concerned departments on the basis of merit
of their policy goals and no consideration is given to the sum of money allotted in
the previous year to achieve them. Hence, each financial year begins with a clean
slate for every department and they cannot assume that they will get the same
budgetary grant that they got in the previous year. 

Further, zero-base budgeting is a planning, resource allocation and control
tool which requires a manager to justify his budget request for projected results
starting from scratch. The unique feature of zero base budgeting is the zero-base
review. It is a structured, systematic, and analytical process of questioning what
we do and why we do and deciding what we should be doing and how we should
be doing. The budget involves reconsideration and a fresh evaluation of each
programme, project, and activity and every item of expenditure on it as if it were
a new one. It is done without any reference to performance and resource utilization.

The first step in this exercise is the reprioritization of programmes, projects,
and tasks. Unwanted activities and projects are dropped. Instead, desirable
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projects/activities/tasks are included. Resources released from low priority projects/
tasks are shifted to those with high priority. A manager has to identify the minimum/
basic requirements of resources to perform the functions of his unit. Expenditures
above this minimum are identified as increments that must be justified before they
are funded. Zero-base review of departments, projects, and activities can be made
once every year as part of the annual budget exercise called zero-base budgeting.
If carried out once in three or four years, it is called a zero-base review.

Anthony (1978) favoured the zero-base review and wanted that ‘each
agency should be examined about once every five years’ as zero-base budgeting
is a time consuming and traumatic process. Zero-base budgeting is especially useful
for planning and controlling the operations of sections/departments providing
supportive services. Many of these sections are of the discretionary expense type
and it is difficult to clearly discern the relationship between their level of performance
and the performance of the organization (Kaura, 1983). The banking industry, of
late, has shown interest in introducing zero-base budgeting to improve the budgetary
process.

Check Your Progress

4. Name the two categories which govern the estimates of expenditure from
the Consolidated Fund.

5. What do you understand by ‘zero-base budgeting’?

4.4 ACCOUNTING AND AUDITING

The subsequent section discusses the process of auditing and accounting in detail.

Audit

The government commercial concerns, the accounts of which are subject to the
audit of the Comptroller and Auditor General, fall under three categories:
departmental enterprises, government companies and public corporations.

The annual budgets of government companies are not subject to vote by
the Parliament; only the total grants in respect of their capital investment programmes
contributed by the government in the form of either the purchase of share capital
or grant of loans are subject to parliamentary vote. It appears that two parallel
sets of auditors conduct the audit of the account of these companies, namely, the
statutory auditors of the companies who audit the accounts according to the
principles of commercial audit and the Comptroller and Auditor General who
conducts the audit of the same accounts more or less on the principles of financial
audit applicable to government departments. Under the Indian Companies Act,
these professional auditors (usually private firms of chartered accountants) are
appointed by the union government on the advice of the Comptroller and Auditor
General who can also direct the manner in which the company accounts are to be
audited. He can also conduct test or supplementary audit if not satisfied with the
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audit of professional auditors. The observations of supplementary audit are
incorporated in the annual audit report submitted by him to the Parliament. The
Act provides that the professional auditors of the company shall submit a copy of
their audit report to the CAG who has the right to comment upon or supplement
the audit report in any manner he deems fit.

Public corporations are mostly free from regulatory and prohibitory statutes
applicable to the expenditure of public funds and are not ordinarily subjected to
budgeting and audit procedures applicable to ministries, departments or other
governmental agencies. The budgets of such corporations are not voted by the
Parliament; only the total grants in respect of their capital investment programmes
financed by the government are voted. The accountability of such autonomous
statutory corporations is, therefore, assured by their relevant statues providing for
the maintenance of accounts as prescribed of audit these corporations fall under
three categories:

(i) There are corporations like Air India, Damodar Valley Corporation and
Indian Airlines Corporation in respect of which the responsibility of audit
has been entrusted entirely to the CAG.

(ii) There are corporations like the Industrial Finance Corporation and the
Central Warehousing Corporation whose audit is done by professional
auditors, i.e., private firms of chartered accountants. These auditors are
appointed by the central government in consultation with the CAG, who
also retains the right to undertake such supplementary audit as he may
consider necessary either on his own motion or on a request from the
government.

(iii) There are still other corporations like the Reserve Bank of India, Life
Insurance Corporation of India and Food Corporation of India for which
the audit is done exclusively by the private firms of chartered accountants
and the CAG does not come into the picture at all. Such corporations are
required to submit their annual reports and accounts directly to the
Parliament.

Accounting

The process of accounting is a pretty complex one if one looks from the perspective
of a layman. So what is accounting? In simple terms, it is a procedure through
which financial information regarding business or organization is communicated to
its managers and shareholders.

The American Institute of Certified Public Accountants also known as AICPA
has defined accounting as, ‘the art of recording, classifying, and summarizing in a
significant manner and in terms of money, transactions and events which are, in
part at least, of financial character, and interpreting the results thereof’.

Significance of Government Accounting

In a democratic nation such as India, government accounting becomes all the
more significant as people have the right to know the ways government financial
operations are being carried out. This further restores their faith in the government
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representatives. The government needs to provide the following types of financial
information:

 Information about revenue and expenditure

 Information about loans and deposits

 Information about cash availability

Information regarding Revenue

Revenue of the government is collected from the citizens of that particular nation.
So, it is essential for the people to know whether the revenue collected from them
is being used for the country’s welfare. By analyzing the accounts this objective
can be achieved. Revenues collected by the government are thus classified into
two parts:

 Tax revenues

 Non-tax revenues

Not only the people, but even the government has to have information
regarding accounts as it helps them to analyze the types of taxes to be applied,
depending on the requirements. The government, however cannot be authoritative
in imposing taxes and collecting revenues. So providing correct and precise
information regarding revenue collection is part of the government’s duty.

Information regarding expenditure

Just like revenue, the government also has a responsibility of providing information
regarding expenditures. Authorities such as the legislature which are expenditure
sanctioning bodies have the right to know whether the sanctioned funds are being
spent in a fair manner.

Information regarding loans and deposits

Public money comprises deposits, loans, tax and revenues. Just as governments
collect money from the public in the form of revenues and taxes, they also provide
loans to the general public, industries, etc. There should be a detailed account
maintained for these loans which are provided by the government, so that a
transparent picture is presented before the legislature.

Information regarding cash availability

The collection of taxes and other borrowing as well as the expenditures are
continuous processes that carry on throughout the year. There might hence be a
situation where a gap might exist between the receipts of cash and actual availability
of cash. The system of accounting thus helps in closing this gap. Bank Reconciliation
Statement is part of this procedure.

Terms and Expressions

These are some familiar terms and expressions regarding government accounting,
some of which are explained later on:

 Treasury

 Demand for grant
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 Supplementary grant

 Votable items

 Non-votable items

 Comptroller and Auditor General of India

 Public Accounts Committee

Treasury

The term treasury has been taken from the financial systems of the British. In
simple terms, treasury is seen as a place where all the revenues of the government
are kept. The Prime Minister of Britain acts as the Lord of Treasury. In India,
there is no such thing as a central treasury. Rather there are district treasuries for
the states.

Demand for grant

There is a fundamental principle regarding government finance which states that
there can be no expenditure made by a public authority without a sanction from
the Parliament. This is termed demand for grant. The demands thus made can
be:

 Granted

 Refused

 Reduced

Supplementary grant

Whenever the government desires to incur extra expenditure, a Supplementary
estimate is laid before the Parliament for its sanction. If some money has been
spent on any service during a financial year in excess of the amounts granted for
that service and for that year, the Minister of Finance/Railways presents a Demand
for Excess Grant.

Votable and non-votable items of the budget

After the budget has been discussed in the parliament and the finance Minister has
made the replies, there is a vote on the budget. Votable items include those funds
or expenses that can be discussed, reduced or revised by the parliament when the
budget is sent to the parliament for voting. The parliament has the power to approve
or disapprove these items. On the other hand, non-votable items are prohibited
from being discussed, reduced or revised, in the parliament. These fall outside the
ambit of voting for the budget. These include the following:

(a) Salary and allowances of the President of India and other expenditures
related to the office

(b) Salary and allowances of the Chairman of the Rajya Sabha and Speaker
and Deputy Speaker of the Lok Sabha

(c) The debt charges of the Indian Government

(d) Salaries, pensions and allowances of the comptroller General of India
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Public Accounts Committee

The Public Accounts Committee set up by the parliament or by the state legislature
has the job of scrutinizing expenditures regarding public money. Ministers of our
country are not allowed to be a part of this committee. Basically, it consists of the
members of the opposition.

Government Accounting Standards Advisory Board (GASAB)

Article 150 of the Indian constitution states that, ‘The accounts of the Union and
of the States shall be kept in such form as the President may, on the advice of the
Comptroller and Auditor General of India, prescribe’. Accordingly, with the support
of the Government of India, the Government Accounting Standards Advisory Board
(GASAB) was constituted by the Comptroller & Auditor General of India on
August 12, 2002 for the Union and States.

4.4.1 Comptroller and Auditor-General

The Comptroller and Auditor-General is a pivotal office in the Government of
India who controls the entire financial system of the country [Art. 148]-at the
Union as well as the State levels.

As observed by Ambedkar, the Comptroller and Auditor-General of India
shall be the most important officer under the Constitution of India. For, he is to be
the guardian of the public purse and it is his duty to see that not a farthing is spent
out of the Consolidated Fund of India or of a State without the authority of the
appropriate Legislature. In short, he shall be the impartial head of the audit and
account system of India. In order to discharge this duty properly, it is highly essential
that this office should be independent of any control of the Executive.

The foundation of parliamentary system of Government, as has been already
seen, is the responsibility of the Executive to the Legislature and the essence of
such control lies in the system of financial control by the Legislature. In order to
enable the Legislature to discharge this function properly, it is essential that this
Legislature should be aided by an agency, fully independent of the Executive, who
would scrutinize the financial transactions of the Government and bring the results
of such scrutiny before the Legislature. There was an Auditor-General of India
even under the Government of India Act, 1935, and that Act secured the
independence of the Auditor-General by making him irremovable except ‘in like
manner and on the like grounds as a Judge of the Federal Court’. The office of the
Comptroller and Auditor-General, in the Constitution, is substantially modelled
upon that of the Auditor-General under the Government of India Act, 1935.

Conditions of Service

The independence of the Comptroller and Auditor-General has been sought to be
secured by the following provisions of the Constitution-

(a) Though appointed by the President, the Comptroller and Auditor-General
may be removed only on an address from both the Houses of Parliament,
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on the grounds of (i) ‘proved misbehaviors’’, or (ii) ‘incapacity’. He is,
thus, an exception from the general rule that all civil servants of the Union
hold their office at the pleasure of the President [Cf. Art. 310(1)].

(b) His salary and conditions of service shall be statutory (i.e. as laid down by
Parliament by law) and shall not be liable to variation to his disadvantages
during his term of office. Under this power, Parliament has enacted the
Comptroller and Auditor-General’s (Conditions of Service) Act, 1971 which,
as amended, provides as follows:

(i) The term of office of the Comptroller and Auditor-General shall be 6
years from the date on which he assumes office. But-

 He shall vacate office on attaining the age of 65 years, if earlier
than the expiry of the 6-year term;

 He may, at any time, resign his office, by writing under his hand,
addressed to the President of India.

 He may be removed by impeachment [Arts. 148(1); 124(4)].
(ii) His salary shall be equal to that of a Judge of the Supreme Court

(which as per the 7th Pay Commission is ‘ 2,50,000).
(iii) On retirement, he shall be eligible to an annual pension as prescribed.
(iv) In other matters, his conditions of service shall be determined by the

Rules applicable to a member of the I.A.S. holding the rank of a
Secretary to the Government of India.

(v) He shall be disqualified for any further Government ‘office’ after
retirement – so that he shall have no inducement to please the Executive
of the Union or of any State.

(vi) The salaries, etc., of the Comptroller and Auditor-General and his
staff and the administrative expenses of his office shall be charged
upon the Consolidated Fund of India and shall thus be non-votable
[Art. 148].

On the above points, thus, the position of the Comptroller and Auditor-
General shall be similar to that of a Judge of the Supreme Court.

The Comptroller and Auditor-General performs such duties and exercise
such powers in relation to the accounts of the Union and of the States as may be
prescribed by Parliament. In exercise of this power, Parliament has enacted the
Comptroller and Auditor-General’s (Duties, Powers and Conditions of Service)
Act, 1971, which, as amended in 176, relieves him of his pre-Constitution duty to
compile the accounts of the Union; and the States may enact similar legislation
with the prior approval of the President, - to separate accounts from audit also at
the State level, and to relive the Comptroller and Auditor-General of his responsibility
in the matter of preparation of accounts, either of the States or of the Union.
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Duties and Powers of the Comptroller and Auditor-General

The material provisions of this Act relating to the duties of the Comptroller and
Auditor-General are:

(a) To audit and report on all expenditure from the Consolidated Fund of India
and of each State and each Union Territory having a Legislative Assembly
as to whether such expenditure has been in accordance with the law;

(b) Similarly, to audit and report on all expenditures from the Contingency Funds
and Public Accounts of the Union and of the States;

(c) To audit and report on all trading, manufacturing, profit and loss accounts,
etc., kept by any Department of the Union or a State;

(d) To audit the receipts and expenditures of the Union and of each State to
satisfy himself that the rules and procedure in that behalf are designed to
secure an effective check on the assessment, collection and proper allocation
of revenue;

(e) To audit and report on the receipts and expenditure of (i) all bodies and
authorities ‘substantially financed’ from the Union or State revenues; (ii)
Government companies; (iii) other corporations or bodies, when so required
by the laws relating to such corporations or bodies.

Office of C & AG– A Comparative Study

As has been just stated, the duty of preparing the accounts was a relic of the
Government of India Act, 1935, which has no precedent in the British system,
under which the accounts are prepared, not by the Comptroller and Auditor-
General, but by the respective Department. The legislation to separate the function
of preparation of accounts from the Comptroller and Auditor-General of India,
thus, brings this office at par with that of its British counterpart in one respect.

But there still remains another fundamental point of difference. Though the
designation of this office indicates that he is to function both as Comptroller and
Auditor, our Comptroller and Auditor-General is so far exercising the functions
only of an Auditor. In the exercise of his functions as Comptroller, the English
Comptroller and Auditor-general controls the receipt and issue of public money
and his duty is to see that the whole of the public revenue is lodged in the account
of the Exchequer at the Bank of England and that nothing is paid out of that
account without any legal authority. The Treasury cannot, accordingly, obtain any
money from the public Exchequer without a specific authority from the Comptroller,
and, this he issues on being satisfied that there is a proper legal authority for the
expenditure. This system of control over issues of the public money not only
prevents withdrawal for an unauthorized purpose but also prevents any expenditure
in excess of the grants made by parliament.

In India, the Comptroller and Auditor-General has no such control over the
issue of money from the consolidated fund and many departments are authorized
to draw money by issuing cheques without any specific authority from the
Comptroller and Auditor-General, who is concerned only at the audit stage when
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the expenditure has already taken place. This system is a relic of the past, for,
under the Government of India Acts, even the designation ‘Comptroller’ was not
there and the functions of the Auditor-General were ostensibly confined to audit.
After the commencement of the Constitution, it was thought desirable that our
Comptroller and Auditor-General should also have the control over issues as in
England, particularly for ensuring that ‘the grants voted and appropriations made
by Parliament are not exceeded’. But no action has as yet been taken to introduce
the system of exchequer control over issues as it has been found that the entire
system of accounts and financial control shall have to be overhauled before the
control can be centralized at the hands of the Comptroller and Auditor-General.

The Functions of the Comptroller and Auditor-General

The functions of the Comptroller and Auditor-General have recently been the
subject of controversy, in regard to two questions:

(i) The first is, whether in exercising his function of audit, the Comptroller and
Auditor-General has the jurisdiction to comment on extravagance and suggest
economy, apart from the legal authority for a particular expenditure. The
orthodox view is that when a statute confers power or discretion upon an
authority to sanction expenditure, the function of audit comprehends a scrutiny
of the propriety of the exercise of such power in particular cases, having
regard to the interests of economy, besides its legality. But the Government
Departments resent this on the ground that such interference is incompatible
with their responsibility for the administration. In this view, the Departments
are supported by academicians such as Applyby, according to whom the
question of economy is inseparably connected with the efficiency of the
administration and that, having no responsibility for the administration the
Comptroller and Auditor-General or his staff had no competence on the
question of economy:
‘Auditors do not know and cannot be expected to know very much about good
administration; their prestige is highest with others who do not know much
about administration…. Auditing is a necessary but highly pedestrian function
with a narrow perspective and very limited usefulness.’

(ii) Another question is whether the audit of the Comptroller and Auditor-
General should be extended to industrial and commercial undertakings
carried on by the Government through private limited companies, who are
governed by the Articles of their Association, or to statutory public
corporations or undertakings which are governed by statute. It was rightly
contended by a former Comptroller and Auditor-General that as money is
issued out of the Consolidated Fund of India to invest in these companies
and corporations on behalf of the Government, the audit of such companies
must necessarily be a right and responsibility of the Comptroller and Auditor-
General, while, at present, the Comptroller and Auditor-General can have
no such power unless the Articles of Association of such companies or the
governing statutes provide for audit by the Comptroller and Auditor-General.
The result is that the report of the Comptroller and Auditor-General does
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not include the results of the scrutiny of the accounts of these corporations
and the Public Accounts Committee or Parliament has little material for
controlling these important bodies spending public money. On behalf of the
Government, however, this extension of the function of the Comptroller
and Auditor-General has been resisted on the ground that the Comptroller
and Auditor-General lacks the business or industrial experience which is
essential for examining the accounts of these enterprises and that the
application of the conventional machinery of the Comptroller and Auditor-
General is likely to paralyze these enterprises which are indispensable for
national development.

As has just been stated, this defect has been partially remedied by the Act
of 1971 which enjoins the Comptroller and Auditor-General to audit and
report on the receipts and expenditure of ‘Government companies’ and
other bodies which are ‘substantially financed’ from the Union or State
revenues, irrespective of any specific legislation in this behalf.

Check Your Progress

6. What are the three categories of a government’s commercial concerns?

7. Who has the authority to appoint the Comptroller and Auditor-General?

8. Give any two ways in which the position of the Comptroller and
Auditor- General is similar to a Judge of the Supreme Court.

4.5 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. So far, the best known machinery for fiscal management is the budget system
in the developed countries.

2. The two objectives of financial administration are as follows:
(i) Management of the finances of public household
(ii) Implementations of projects and programmes

3. Budgetary decisions in India have been characterized by incrementalist
approach. Though no whole-scale installation of zero-base budgeting was
attempted, expenditure policy that evolved during the last few years took
into account the basic premises of this new budgetary concept. No area of
government spending was sought to be exempted from scrutiny.

4. The estimates of expenditure from the Consolidated Fund fall into two
categories—(i) Non-plan expenditure, and (ii) Plan expenditure.

5. Zero-based budgeting is a method of budgeting in which all budgetary
allocations are set to nil at the beginning of a financial year. It stipulates that
all the departments seeking financial allocations should justify their
expenditures every year.
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6. The government commercial concerns, the accounts of which are subject
to the audit of the Comptroller and Auditor General, fall under three
categories: departmental enterprises, government companies and public
corporations.

7. The Comptroller and Auditor-General is appointed by the President of India.

8. The position of the Comptroller and Auditor-General is similar to that of a
Judge of the Supreme Court in the following ways:

(i) He shall vacate office on attaining the age of 65 years, if earlier than
the expiry of the 6-year term

(ii) On retirement, he shall be eligible to a prescribed annual pension.

4.6 SUMMARY

 Today, the role of financial administration has come to be viewed in terms
of mobilization of resources and their productive deployment.

 Though financial administration is expected to subserve the broad objectives
specified in public policies of a given time, there are certain fundamental
objectives which are pursued by financial administrators as is evident from
the experience of developed and underdeveloped countries.

 Management of the finances of public household, facilitation of economic
growth, ensuring full employment, price stability and equitable distribution
of wealth are some of the important objectives of financial administration.

 In India, financial accountability and fiscal management systems covering
budgeting, accounting and auditing, have evolved over more than a century.
This evolution has been in response to the changes in the political, social
and economic environments nationally during this period.

 The transformation of audit from a relatively simple device to ensure mere
regularity of government expenditure against budget appropriations in a
colonial situation to an important organ of the democratic polity, engaged in
sophisticated performance evaluation of public financial operations in a
planned economy, is a phenomenon of post-Independent India.

 Future reforms in the systems will have to address, among other things, the
development of comprehensive management accounting and information
systems capable of achieving effective financial control and accountability.

 With the vast increase in the financial transactions and their reflective activity
centres adequate and reliable internal audit arrangements have to be instituted
or strengthened. Further, a climate conducive to appropriate administrative
responsiveness to the requirements of effective financial management,
accounting and auditing will have to be created.

 The annual budgets of government companies are not subject to vote by
the Parliament; only the total grants in respect of their capital investment
programmes contributed by the government in the form of either the purchase
of share capital or grant of loans are subject to parliamentary vote.
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 It appears that two parallel sets of auditors conduct the audit of the account
of these companies, namely, the statutory auditors of the companies who
audit the accounts according to the principles of commercial audit and the
Comptroller and Auditor General who conducts the audit of the same
accounts more or less on the principles of financial audit applicable to
government departments.

 Public corporations are mostly free from regulatory and prohibitory statutes
applicable to the expenditure of public funds and are not ordinarily subjected
to budgeting and audit procedures applicable to ministries, departments or
other governmental agencies.

 Accounting is a procedure through which financial information regarding
business or organization is communicated to its managers and shareholders.

 The American Institute of Certified Public Accountants also known as AICPA
has defined accounting as, ‘the art of recording, classifying, and summarizing
in a significant manner and in terms of money, transactions and events which
are, in part at least, of financial character, and interpreting the results thereof’.

 In a democratic nation such as India, government accounting becomes all
the more significant as people have the right to know the ways government
financial operations are being carried out.

 The Public Accounts Committee set up by the parliament or by the state
legislature has the job of scrutinizing expenditures regarding public money.

 The Comptroller and Auditor-General is a pivotal office in the Government
of India who controls the entire financial system of the country [Art. 148]-
at the Union as well as the State levels.

 As observed by Ambedkar, the Comptroller and Auditor-General of India
shall be the most important officer under the Constitution of India. For, he is
to be the guardian of the public purse and it is his duty to see that not a
farthing is spent out of the Consolidated Fund of India or of a State without
the authority of the appropriate Legislature.

 The Comptroller and Auditor-General performs such duties and exercise
such powers in relation to the accounts of the Union and of the States as
may be prescribed by Parliament. In exercise of this power, Parliament has
enacted the Comptroller and Auditor-General’s (Duties, Powers and
Conditions of Service) Act, 1971, which, as amended in 176, relieves him
of his pre-Constitution duty to compile the accounts of the Union.

4.7 KEY TERMS

 Treasury Management: It means the safe custody of the funds raised,
and due arrangement for the necessary payments to meet the liabilities.

 Budget: It refers to a financial plan and a list of all planned expenses and
revenues; a plan for saving, borrowing and spending.
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 Audit: It means an official inspection of an organization’s accounts, typically
by an independent body.

 Proprietorship: It means a business or property, etc., owned by a proprietor.

 Joint Stock Company: It means a company whose stock is owned jointly
by the shareholders.

 Comptroller and Auditor-General: It is a pivotal office in the Government
of India who controls the entire financial system of the country [Art. 148]-
at the Union as well as the State levels.

4.8 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. What kind of objectives are reflected in the fiscal policies of the developing
countries?

2. Outline the emerging trends in financial administration of India.

3. What are the budgetary concepts which have found their way in the Indian
economic reforms package?

4. What do you understand by ‘performance budgeting’?

5. What is the significance of government accounting?

Long-Answer Questions

1. Give an account of the development of financial systems and procedures in
India.

2. Explain the development of financial administration in India after
independence.

3. ‘Zero-base budgeting will have to be applied separately to plan and non-
plan expenditure of the government despite a chance of duplication of
expenditure’. Elaborate.

4. Describe the powers, duties and functions of the Comptroller and Auditor-
General.
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5.0 INTRODUCTION

In the previous unit, you learnt about financial administration in India. In the final
unit of the book, we will focus on development administration.

Development administration is mainly concerned with an action-oriented,
goal-oriented administrative system. The major hallmarks of the administration
are institution building, modernization and socio-economic development. In
contemporary times, development administration is associated with the creation
and execution of plans, legislations, programmes and projects. Hence, the political
and economic aspects of development are the major concerns in developing
countries. The key aim of the democratic government is to give a better quality of
life to its citizens. As a result, these states, irrespective of size or status, work hard
to achieve the goals of good governance and development planning. In order to
carry out the plans in a systematic manner, the government laid down certain
guidelines which include the detailed information regarding vision, focus and the
various steps that will be carried out by the administrative agencies. The plan is
one of the most important tools through which the government reviews its functioning.
It could be a disaster for the sustainable development of a nation, if there is no
plan. Therefore, you cannot ignore the importance of development planning.

The study of public administration in developing countries has embraced a
variety of approaches in terms of development administration. According to some
academicians, development administration has a narrow and precise meaning,
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whereas some use the term in order to emphasize the inadequacy of the established
discipline of ‘public administration’. To some scholars, it is nothing but a field
which merely applies the traditional study. Some use this concept in the sense of
‘the administration of development’ whereas others use it as development of
administration. In the context of development administration, in this unit, we will
focus on the role of the bureaucracy, Panchayati Raj institutions, Lokpal, good
governance and e-governance in Indian administration.

5.1 OBJECTIVES

After going through this unit, you will be able to:

 Discuss the meaning and evolution of development administration

 Examine the role of bureaucracies in development administration

 Examine the concept of Good Governance

 Explain the role of Panchayati Raj institutions in India

 Discuss the institutions of the Lokpal and Lokayuktas

5.2 DEVELOPMENT ADMINISTRATION

Weidner defined development administration as ‘an action oriented, goal oriented
administrative system. The crux of development administration is societal change’.
It is the process of guiding an organization towards the achievement of progressive
political, economic, and social objectives that are authoritatively determined in
one manner or the other. Though some scholars consider development as a
changeover to an industrial society from a transitional one, or a process of
modernization in a generic sense, development may be conceived as planned
mobilization and direction of scarce resources to achieve constantly rising national
goals and objectives formulated by the national political machinery.

According to V. Jagannatham, development administration is ‘a process of
action motivated by and oriented to the achievement of certain predetermined goals’.
He further says, ‘it is a process which either has a will and the skills or, if it does not
have, makes the preparations for the creation of the will and the cultivation of skills
necessary to discover or to mobilize the resources so as to reach the goals’. He
added that the primary concern of development administration is not only with the
minimization of the existing or potential resources, but also with the creation of the
necessary new resources to reach the pre-determined goals or targets.

Development administration is concerned with plans, policies, programmes
and projects, which focuses on nation building and socio-economic development.
It aims to achieve socio-economic goals through the talents and expertise of
bureaucracy. Development administration focuses on the results to be achieved
rather than the traditionalist view of strict adherence to rules and hierarchy, which
creates rigidness, delay and procrastination. The following are the features of
development administration:
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 Development per se is oriented towards change in a destined direction.
Thus, development administration is change oriented and rejects status quo.

 Every development function have a goal to be achieved. Economic
development has the goal to improve the quality of life such as better literacy
rate, life expectancy and reduction in poverty rates.

 For the goals to be achieved, to relate the means to ends, planning and
temporal dimension is a salient feature. Planning aids in deciding the resource
and the time required for goal achievement.

 Development administration has an innovative dimension; it is flexible enough
to design new methods, procedures, policies which would save time, increase
effectiveness and quality.

 Administrators under this concept are required to be committed to the
policies, plans and programmes. The commitment is not necessarily to the
political parties, who enacts the policies but to the values that an administrator
should upheld in his profession.

 Development is ultimately aimed to the people, hence it should accord
primacy to the public the administration and be client oriented.

 For the development functions to be effective, and for it to be people oriented,
participation of people is emphasized in formulation of plans, their
implementation, and sharing the benefits derived. Thus, development
administration should focus on “planning with people” rather than “planning
for people”. It should be people centred rather than production centred,
i.e., not focus on maximizing production of goods and services, but on
addressing the needs of people and empowering them.

Development administration has two concepts: (i) administration of
development, and (ii) administrative development. Administrative development is
increasing and improving the capabilities of administrative system. It involves
modernization of administrative structure, capabilities of personnel, attitudinal and
behavioural changes among the administrators. Development administration
ordinarily involves the establishment of machinery for planning economic growth
and mobilizing and allocating resources to expand national income. Thus
modernization, socio-economic development, and institution building were regarded
as essentials of development administration. Broadly, development administration
is concerned with achieving national development. The goals, values and strategies
of change may vary but there always are generic processes through which agreement
on goals is reached and Plans, Policies, Programmes and Projects (4Ps) are
formulated and implemented. Development administration, therefore, is concerned
primarily with the tasks and processes of formulating and implementing the 4Ps in
respect to whatever mixture of goals and objectives may be politically determined.

Evolution of Development Administration

Ushering development in the developing and under-developed countries, the concept
of development administration emerged. Besides, the success in dealing with the
effects of the Depression and the Second World War, the Marshal Plan for the



Development
Administration and
Good Governance

NOTES

Self - Learning
136 Material

reconstruction of Western Europe, and the process of decolonization provided
the requisite environment. European reconstruction programme under the Marshall
Plan, undertaken to rebuild the war devastated economies of West European
countries, became the prevailing model of Western development through aid. At
the same time, the UN sponsored international cooperation and development
through multilateral technical aid and finance has also begun.

Emergence of the countries of Asia and Africa from the colonial bondage
into sovereign states as new members of the international community posed new
challenges to the administration of the states. The Western countries responded to
the development challenge in a number of ways. The important was conceptualizing
the notion of development administration. Hence, the concept of ‘development
administration’ appeared on the scene mainly after the Second World War. The
problems faced by the nations of Asia, Africa and Latin America, which gained
freedom from the colonial rule in 1940s, were altogether different from those of
the developed nations. The concept of ‘development administration’ caught the
fancy of the scholars to understand and analyse this concept and the role which
public administration could play in meeting out the challenges.

This was the background that led to the coining of the theory of
development administration. It was an Indian scholar, Goswami, who used the
concept for the first time in 1955. Later on, various scholars all over the world
contributed to its enrichment. The perspective of classical economists on
development has been the important basis of the development theory in the
1950s, with emphasis on increase in the GNP or per capita income. The economic
growth model based on the Keynesian economic approach (macro-economic
approach), which paved the way to development thinking, sought to transform
the particularistic and functionally diffused underdeveloped societies into the
one having modernization achievement orientation, universalism and functional
specificity. Besides Economics, disciplines like Political Science and Sociology,
viewed the underdeveloped society as a closed traditional society stagnating in
primitive isolation; all this contributed in formulating the concept of development
administration. It was the Instrumental Theory of Administration and Popular
Government which occupied the front rank in the development administration
model in 1950s and early 1960s. This theory generated prescription or normative
approach viewing administrative reforms as a precondition to development. The
government became a crucial instrument in designing and administering goals for
achieving developmental objectives. It was argued that the twin objectives of
stability and growth could be achieved if the government designs monetary and
fiscal policies.

According to the concept of ‘planned development’, the assumption
was that the developing countries could be helped with the aid of Western
technology for administration. The important ingredients of the development
administration model were the establishment of planning institutions and
agencies; improvement of the Central administrative systems; budgeting and
financial control; and personnel management and organization and methods.
This model had stress on reforming the administrative structures; creation of
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new agencies improving the administrative technology in terms of methods;
and procedures and practices on the lines of Western administrative thought.
The theories propounded by Weber, Taylor and others were implanted into
the administrative practices of the developing countries. In order to ensure the
validity of such techniques and methods in the developing nations’ environment,
the administrative techniques and methods developed in the West were to be
injected. The administrative values prescribed in this period were efficiency,
economy and rationality.

Besides, the principles of professionalism, hierarchy, unity of command,
formalization and impersonality, span of control, authority commensurably with
responsibility, staff and line, decentralization, and delegation of authority became
the basis of organizational structure. Administrative development was another aspect
which drew the attention of academics and executives during this period. Personnel
administration reforms centred on the problem of setting up merit systems, position
classification schemes, and central personnel agencies.

Administrative structure in India has been undergoing change not only in
size and content, but also in the philosophical essence. The fundamental political
transformation in India after Independence assumed full authority for national socio-
economic development. Some attempts were taken in the year 1909 to have the
foundation of a stable edifice in associating the people with administration in the
village. The prevailing pre-occupation among the political parties did not accelerate
the process of decentralization. It gained momentum only in 1930, when the
emphasis was made to combine the rural reconstruction. After Independence, the
Government planned for regeneration local administration on two perspectives
namely:

(i) to develop village panchayats as unit of self-governments, and

(ii) to instil public involvement and democratic administration.

In 1952, drawing heavily upon the Etawah Pilot Project, a sort of additional
dynamism of community development was set in. It had the essential imperatives
like the working through the realization of the felt needs to attain the ends which
villagers themselves desired rather than what government thought to be good for
them, to create a cooperative effort, to dissolve the age-old division between
officials and docile villagers. This was made possible by an establishment of less
authoritarian village level workers by creating a cadre with social work disposition.
Before long, it could have its impact on the community, the extension of
administrators i.e., district officers as directly responsible for development work
of the villages was evolved in the year 1954. A study team headed by Balwantrai
Mehta suggested a plan for an emergence of new kind of leadership indicating a
pragmatic attitude for welfare, local development and realization of the value of
local institution, by establishing an administrative link between village and district.

This practical development of local institutions of administration was one of
the primary influences in the emergence of Indian democracy. The structure of
such development administration, i.e., Panchayati Raj has three different
administrative personnel: (i) the village level workers at the village level, (ii) a
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group of trained personnel in various fields like agriculture, cooperation, health,
animal-husbandry under the operational control of block development officer for
operative interaction with the villagers’ problems either directly or through the
Panchayat Raj bodies at Panchayat Union level, and (iii) an all-powerful functionary
with authority and coordination at the district level, i.e., District Collector.

However, the development administration in India, in its evolution had
incorporated the philosophy of development and administration and brought them
together in the operation. There is an institutional involvement, citizen’s involvement,
and also the involvement of the political forces. The administrative process towards
development has combined all these forces together in the evolution of development
administration in India.

Obstacles of Development Administration

Public administration is a strategic factor in economic and social development. It
influences and determines the success of any development plan, and is at the same
time susceptible to deliberate social control and change. The inadequacy of
administration in many developing countries is now recognized as a major obstacle
to development, perhaps more serious an obstacle than the lack of capital or
foreign aid.

The obstacles are many and varied and interconnected, they can be discussed
under four somewhat arbitrary headings: (i) shortages of skills and tools; (ii)
difficulties of organization and structure; (iii) political difficulties and (iv) cultural
and attitude barriers.

Shortages of skills and tools

There is a shortage of trained personnel, which is the most obvious and widely
noted difficulty. The shortage generally afflicts all levels of administration, but is
particularly acute with regard to ‘support administration’, i.e., middle and lower
rank personnel, and local administrators. One expert has stated that 10 people
are needed for support administration for every one person at the top. An additional
problem is that the emerging nations’ interest in foreign affairs absorbs many of
their skilled people, and this further reduces the number available for development
tasks.

Further, there is a great waste of the limited talent that is available for
administration. There are often large numbers of skilled people in administration,
but with the wrong skills they do not succeed in their work. These subjects have
prestige but little usefulness, and thus many new administrators are in effect untrained.
Much of the right kind of training is wasted because trainees seek other work or
get no chance to use their skills. Another aspect or consequence of the shortage of
personnel is the rapid turnover in individual positions, as skilled men are shifted
around from one position to another. Some of it is voluntary, and due to the lack of
uniform systems of pay, classification and advancement. But most of it is a relic of
bygone days of the generalist administrator, when one administrative job was not
basically different from any other, and when frequent rotation could broaden the
generalist’s outlook.
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But today, when specialized experience takes time to acquire, frequent
transfers or transfers to positions where there is no opportunity to use scarce
skills, tend to aggravate the acute shortage of experienced managerial leadership.
Moreover, because of frequent shifts in, or lack of staff, it has not been unusual to
find projects languishing or even abandoned. The skill lacking is not merely advanced
economic or administrative expertise, but simple office skills such as filing systems,
internal communications, trained stenographers, clerks, accountants, etc.

Difficulties of organization and structure

There are problems involved in the location of the central planning agency in the
overall governmental structure. All planning responsibilities can be concentrated in
a cabinet-level ministry of planning, or in a super ministry like the Ministry of
Coordination in Greece. Planning units can be established in the Ministry of Finance
or in the Ministry of Economic Affairs. An independent planning commission can
be established, perhaps, as in Pakistan, located in and responsible to the Office of
the President. The essential problem is coordination. In Jamaica, the Department
of Housing was planning a housing project on the same land which the Ministry of
Agriculture was preparing to flood for an irrigation project. In Madagascar, the
Ministry charged with repairing a highway after the Ministry of Telecommunications
had placed telephone cables underground, repaired the highway before the Ministry
of Telecommunications had laid the cables.

Coordination has at least two major aspects—(i) coordination of the several
departmental objectives in an overall balanced plan, and (ii) coordination of
planning, financing and execution. One source of problems is that these two
requirements are to some extent incompatible. On the one hand, coordination of
departmental objectives seems to require a planning unit independent of any
particular ministry. For example, depositing planning powers in a Ministry of Finance
facilitates coordination of project and budgetary planning, but risks subordinating
departmental objectives to narrow fiscal considerations. In general, locating overall
planning units in a ministry which is on a par with other ministries greatly complicates
the task of coordination between them. On the other hand, the more overall the
planning unit’s scope and position, the more divorced it may be from the units
responsible for detailed execution.

A free-floating planning agency, independent of particular ministries, may
be more capable of an overall view, but may have no mandate except to draw up
the development plan. The resulting plan is likely to be non-functional, i.e., it will
not incorporate measures, provisions and procedures (administrative and financial)
necessary for implementation. With weak liaison with the interested ministries and
operating agencies, the planning organ can neither direct the administrative
machinery nor benefit from its cooperation. As a result, plans may not be backed
by operationally designed programmes; projects may be described only in vague
terms; the required manpower and equipment may not be scheduled; sites may
not be selected; finance may not be fully arranged; projects may be inadequately
tested for administrative or practical feasibility or for economic viability, etc., make
the responsibilities of these subordinate units clear or fail to delegate authority at
all. This ensures the continued incompetence of middle, lower and local
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administrators, while at the same time the bottleneck at headquarters may give
subordinate officials a de facto veto. Alternatively, the reluctance to deconcentrate
at the Centre may arise from the insecurity of high-level officials who, with little
preparation, moved into top positions immediately after independence, fear the
advancement of younger men coming from new training institutions. Local
administration often fails to attract the best people, lacks an independent source of
funds, deals with units too small to be economically viable, or is generally mistrusted
by the Centre. The result of all this is bottleneck and bureaucratic stagnation.

Complicated structures of approval and review at the top and centre lead
to chronic delay and dispersal and avoidance of responsibility. New agencies are
often set up and superimposed on the structure in order to circumvent the
congestion, but this only aggravates the problem. Paper work and red tape
proliferate. Senior administrative officials may be burdened with routine tasks like
hiring and firing. The lack of significant jobs away from the centre only perpetuates
the natural preference of functionaries for the capital city. The result may be a
proliferation of useless jobs at the Centre. Ironically, the central bureaucracy may
be saturated with top-level people, and unable to utilize their services fully.

In the budget process, there is lack of coordination between planning and
financing, which has its own particular aspects such as the budgetary credits allotted
to the plan may be insufficient, essential loan funds may be unavailable, foreign
exchange needed for equipment importation may be denied, foreign aid programmes
may be uncoordinated with each other or with the budget, etc. Moreover, the
budget process, by its nature, tends to act as a restraint; its officials are inclined to
adjust programmes to available resources rather than try to secure resources (e.g.,
by tax reform) for financing desirable programmes. If the planning agency is politically
outweighed by the budget bureau, or if the planning unit is part of the Ministry of
Finance, the forces of restraint may prevail. The budget itself should serve as a
control on the quality of projects, and as an authoritative commitment of funds.
Too often, however, premature and ill-conceived projects slip through and the
budgets are subject to endless approval. Year-round ad hoc expenditure control
is often resorted to as a substitute for good budgeting, and this is a negation of
programming and planning.

Political difficulties

The most frequent complaint in this regard is that of political interference with
administrative tasks. Political prestige motivates some projects. Political pressure
rather than merit, influences appointments and promotions. Officials abuse their
positions because of political influence. They accept bribes, intimidate the public,
flout regulations, or ignore instructions. Parliaments may exercise a negative influence
over the bureaucracy as parliamentary criticism may disrupt efficient organization,
or may be used by bureaucrats as an excuse for timidity. Political instability is
another aspect of this problem. Frequent government changes imply not only
changes in policy, but also changes in administrative personnel. For example,
ministers of education may come and go rapidly. Disruption of policy results either
because the new minister must learn from the beginning what is going on, or because
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he insists on starting all over again from scratch. The vulnerability of developing
administrations to political vicissitudes is due to the fact that these bureaucracies
are politically engaged themselves, to a far greater degree than are their counterparts
in developed countries.

Cultural and attitude barriers

Because of the bureaucracy’s significant political role in developing societies, the
bureaucracy’s adjustment to the tasks of development is vital. The ingrained
conservatism of most of these bureaucracies thus becomes a major obstacle.
Development requires an administration mobilized for transformation not for mere
“administering”. But bureaucracies, like any established institutions, tend to prefer
stability and continuity. Also, they tend to imbue a code of behaviour that emphasizes
rules and routines.

Check Your Progress

1. What is ‘development administration’?

2. State the innovative dimension of development administration.

3. List the four barriers to development administration.

4. State the three different administrative personnel under the Panchayati
Raj system.

5. What do you understand by ‘support administration’?

5.3 ROLE OF BUREAUCRACY

Modern societies for the most part do not accept socially embedded ways of
recruiting or training based on personal connections and social networks. In today’s
world, however, a great many aspects of work organization are governed by a
markedly different approach, one that is encompassed by the term bureaucracy.

Meaning and definitions

Before dealing with the role of bureaucracy in policymaking, it is very essential to
understand the meaning of ‘bureaucracy’. According to Max Weber, ‘bureaucracy
is universal social phenomenon and the means of carrying community action to
rationally ordered societal action’.

In the words of Marshall E. Dimock, ‘bureaucracy is the state of the society
in which institutions overshadow individuals and simple family relationships, stage
of development in which division of labour, specialization, organization, hierarchy,
planning and regimentation of large groups of individuals either by voluntary or
involuntary methods, are the order of the day’.

However, bureaucracy is said to be the product of a large size of organizations
in public or private service. The bureaucratic administration breaks the absolute
power of elected leadership or monarchy due to its systematized administration. As
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a system, it has to practice autonomy and independence in giving its opinion to
political leaders and to faithfully execute the formulated policies. Hans Rosenberg
has observed that ‘...an essential part of the present structure of governance consists
of its far-flung system of professionalized administration and its hierarchy of appointed
officials upon whom the society is thoroughly dependent. Whether we live under the
most has role of bureaucracy totalitarian despotism, or in the most liberal democracy,
we are governed to a considerable extent by a bureaucracy of some kind’.

Herman Finer says that bureaucracy is a ‘professional body of officials,
permanent, paid and skilled’. Arthur K. Davis looked at bureaucracy from the
structural viewpoint. To him, bureaucracy is ‘an integrated hierarchy of specialized
offices defined by systematic rules, an impersonal, routine structure wherein
legitimized authority rests in the office and not in the person of the incumbent’.

Bureaucracy is a system of administration under which all the employees
are organized into a hierarchy of offices, each with well-defined spheres of duties
and responsibilities. The meaning of bureaucracy will become further clear by
understanding its major characteristics as under:

 Hierarchy: In a bureaucracy, activities based on specialization are assigned
to specific positions. There is a clear-cut division of work, competence,
authority, responsibility and other job components. Each lower office is
under the control and supervision of the higher office. Officials are
accountable to their superiors for their official actions.

 Professional qualities: All officials possess professional qualities on the
basis of which they are selected for appointment in various jobs. Their merit
for selection is determined on the basis of objective criteria. They deal in an
impersonal and formalistic manner in their relations with others and also in
the execution of their official duties. They enjoy a permanent career with
reasonable opportunities of advancement with sufficient security of service.

 Rules and procedures: In bureaucracy, decisions are governed by a
consistent system of abstract rules, regulations and procedures. Official
behaviour is to follow definite rules of conduct and discipline.

 Specialization: The use of authority has to be in accordance with the
specialization of knowledge. Official tasks are organized on a continuous
regulated basis. These tasks are subdivided into functionally distinct spheres,
each furnished with the organizational resources.

 Organizational resources: The resources of the organization are quite
distinct from those of the members who are private individuals. It means
that officials do not own resources necessary for performing the official
duties; rather they are accountable for the use of official resources. Official
revenue and private incomes are strictly kept separate.

Bureaucracy in India

In India, bureaucracy is referred to as Civil Services. The civil service through
which the will of the state is realized and executed has been an integral part of
modern government. The civil service is a system, whereas the civil servant or
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bureaucrat is a member of the system. The politicians come and go, but the civil
service as a system of administration continues uninterrupted. As Ramsay Muir
observes: ‘Civil service has become the effective and operative part of our (Indian)
system. The power of the bureaucracy, the permanent civil service, is to be found
not only in administration but also in legislation and finance. It not only administers
laws, it largely shapes them; it not only spends the proceeds of taxation, it largely
decides how much is to be raised and how it is to be realized.’

The onset of democratic polity in India and its working during the last six decades,
in accordance with its traditions and character, have resulted in the substitution of
the British model of parliamentary democracy by the Indian model. The civil service
could hardly be expected to remain unaffected. Slowly but steadily, the pillars of
the Weberian Model of bureaucracy have been washed away or badly damaged.
The main changes in the Indian bureaucracy are as follows:

(i) Dilution of the merit basis in civil service: Though Indian Constitution
provides for equal opportunity for all, in actual practice there exist curves
which devalue the role of merit in recruitment. These are: (a) reservation of
posts on the basis of caste and race; (b) son of soil theory; and (c) the
power of the Central Government/states government to take away certain
categories of posts out of the purview of public service commissions.

(ii) Committed bureaucracy: Under the Weberian Model, the civil service
was expected to be impartial, neutral, anonymous and rule minded; its
commitments was to law, rules and regulations. In India, there has been a
persistent demand for “committed civil service”. For example, under Indira
Gandhi’s government, the Indian bureaucracy was in fact transferred to
committed bureaucracy.

(iii) Misuse of transfers: In India, what is new today is the use of transfer as a
weapon to compel the official concerned to do or not to do something as
desired by the politician. Postings and transfers take place on political basis.
This adversely affects the moral of the public officials and further deteriorates
conditions with every change of ministry.

(iv) Inflation in cadres at top levels: A noteworthy feature introduced with the
guidelines issued by the union government of 1978 is the proliferation of
senior posts in the top echelons of civil service. During the following years a
series of cadre reviews were conducted, “in which the civil services tried to
out bloat each other”.

Role of Bureaucracy in Development Administration

The British established in India a highly centralized bureaucratic rule by providing
a hegemonic position to the Indian Civil Service in administration. This rule by the
Indian Civil Service guaranteed British interests in India. According to Bhambri,
the outstanding features of this service were its elitism and loyalty to the masters. It
constituted a high prestige stratum of society with a class bias and a stratification
of its own with the upper crest functioning as a privileged class. Its members could
be appointed to any administrative job from the maintenance of law and order in
the district to policy formulation in the imperial secretariat or policy advising in the
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Governor or Governor General’s councils. They were considered pre-eminently
suited for any administrative post under the crown in India. The sole responsibility
for India’s administration was that of the Indian Civil Service and other subordinate
services; hence whether it was office or Headquarters, the Indian Civil Service
was omnipresent and omnipotent. The superior position in the Indian Civil Service
in the administrative hierarchy was jealously guarded by the British. As a group,
the Indian Civil Service became exclusive. Its exclusiveness perhaps served well
the objective of law and order administration, because it maintained a distance
from the common man. Further, the Indian Civil Service did not share the authority
with any popular or local assembly. It was to govern, but was not accountable for
its governance or mis-governance to the people. Because it was not accountable
to the people over whom it ruled, the Indian Civil Service also was not responsive
to peoples’ needs or wishes. Even after Independence, the need for bureaucracy
was rightly realized, even defended by Sardar Vallabhbhai Patel in the Constituent
Assembly, for governing the country and implementing the plans of national
development and economic planning.

However, the system was criticized on various dimensions. Indira Gandhi
referred to the administrative machinery as ‘the stumbling block’ in the way of
India’s progress. She also remarked that ‘the country would be in a rut’ if it followed
British system in which civil servants were not supposed to be concerned about
which political party was in power. Erstwhile, the Young Turks group presided by
Chandrasekhar of the undivided Congress Party in their note on ‘Basic Economic
Issues’, submitted to the requisitioned meeting of the All India Congress Committee,
has complained. ‘The present bureaucracy under the orthodox and conservative
leadership of the Indian Civil Service with its upper class prejudices can hardly be
expected to meet the requirements of social and economic change along socialist
lines. The creation of an administrative cadre committed to national objectives
and responsive to our social needs is an urgent necessity.’

The present Government of India is a complex network of departments,
bureau regulatory agencies, boards and a host of commissions and autonomous
organizations. Politicians head the departments; bureaucrats assist them in
administration of those departments, key policy decisions are made by the members
of the cabinet and policy can be formulated only on the basis of relevant information
and data that is made available by the secretary of the administration.

In the past, the British did not use the administration as agents of social
change. After Independence, with the rise of the welfare state in India, the
government became actively involved in changing the social and economic life of
the people. Today the state has the primary responsibility of rapid growth and
development through democratic process. Accordingly, the members of Parliament
and the council of ministers have set development goals. These individuals are not
experts, however, the bureaucrats make recommendations for the introduction of
appropriate legislation to help them achieve those goals. Under the present
condition, the responsibilities of the bureaucracy have increased in manifold. The
actions of the civil servants are expected to reflect the aspirations of elected
representatives, and the bureaucrats themselves are expected to mobilize human
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and material resources for modernization of the society. The bureaucracy has
emerged as the major locus of political power in the Central Government so far.
Despite their administrative positions, the bureaucrats are no longer the masters
that they had been during the British period. The real power lies with the ministers
who often remind the members of the bureaucracy that they are public servants.

Since Independence, India has adopted a planned system of development
with the public administration as one of the key instrument for spearheading the
developmental efforts. The government sought to achieve growth with justice
through a developmental model. Planned development was meant to bring about
the most rational use of existing resources to create a developmental infrastructure
in industrial and agricultural field in both urban and rural areas.

The state level administration needs to be necessarily called upon to bear
the brunt of the new tasks so that it becomes an apt instrument for undertaking the
developmental programmes.

The Indian administration suffers from numerous dysfunctional constraints.
They are as under:

 Indian bureaucratic culture is still dominated by the colonial practice and
remains authoritarian, unresponsive and paternalistic in its public dealing to
a great extent.

 It displays all the demerits of the Weberian model and lacks dynamism and
initiative. It is best suited for routine jobs. Developmental administration
has to be result oriented, dynamic and flexible in approach.

 The socio-economic background of the majority of civil servants makes
them conservative and rigid.

Participation, responsive and accountable management constitutes the essence
of developmental administration. In India, revenue bureaucracy has been mobilized
for rural development functions and the change and additions that have been planned
since the start of the community development programme in 1952 are all built around
it. India has been experimenting with the rural development through the bureaucracy
for over six decades, and every programme has revealed a familiar pattern of
bureaucratic neglect, defaults and distortions. In fact, bureaucracy is known for red
tapism, strict division of work, hierarchical arrangement of officers and is considered
a drag on the growth of a developing country like India, where speedy action can
bring about socio-economic transformation.

 As the government is the main institution through which the development
ends are to be achieved in the changing turbulent and unstable political environment
of a democratic framework in India, it is thought desirable that the officials engaged
in developmental work should be the kind who emphasize on results rather than
on procedures, on team work rather than hierarchy and status, on flexibility and
decentralization rather than control and authority.

The development administration has to be people oriented, responsible to
new political pressure, and possessing know-how to get along with the politicians.
The qualities and personal traits of a successful new administrator are pragmatism,
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dynamism, flexibility, adaptability to any situation, and willingness to take rigid ad
hoc decisions without worrying too much about procedures and protocol. This
has now become a well-accepted theory of bureaucratic capabilities in the
developmental context of India.

Bureaucracy enjoys over-arching roles and powers in India, and the
expansion of the activities of the government in the wake of social-economic
development, has led to the consolidation of powers in the hands of the bureaucrats.
This development along with a couple of other factors which has augmented this
autocratic nature of bureaucracy leads to widespread remonstration among the
masses, from which they want to get rid of. Therefore, the need of the hour is a
reform measure to make the bureaucracy responsible and responsive.

Role in policymaking

Bureaucracy helps the executive in identifying major policy areas, preparing policy
proposals, analysing various alternatives and solutions to societal problems requiring
urgent attention, dividing the major policies into sub-policies, determining
programmes of action, and suggesting modification in the existing policy on the
basis of its experience on the implementation front. Their role can be categorized
into three broad activities: (a) informative, (b) suggestive and (c) analytical.

(a) Informative: A major part of the spade work of public policy is done by
the bureaucracy. Identifying policy issues and giving them a shape of policy
proposals requires a systematic analysis of the existing problems. The
bureaucracy engages itself in collection of relevant data and information in
order to identify the crux of the problem. It has to determine what type of
information is required, to what extent the information is substantive, and
how the information acquired can be put to the best use for framing a policy
proposal. The bureaucracy provides the relevant data for substantiating
policy proposals. For instance, if the bureaucracy has to help in formulation
of policy proposal for agricultural development, it has to collect and filter
information regarding total cultivable land available, types and quality of
land, types of crops that can be gainfully sown, agricultural requirement,
varieties of fertilizers to be used and their availability, irrigational facilities
available, conditions for marketing agricultural produce, levels of
consumption within the country, possible chances of export etc. In other
words, the informative role of the bureaucracy in policymaking relates to
laying down of an objective base for systematic framing of policy proposals
and providing whatever is needed for substantiating the proposals.

(b) Suggestive: As the bureaucracy is constantly engaged in the task of
substantiating policy proposals and collecting relevant data, it becomes
closely acquainted with various problems and issues facing the country.
Bureaucracy, especially at the secretariat level, is considered as the ‘think-
tank’ of the government. So the bureaucracy plays a very important and
suggestive role in policymaking. It helps the political executive in identifying
policy issues by suggesting about the nature of problems and the need for
taking up a certain issue for consideration. It tries to frame its ideas in such
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a manner that they act as suggestions to the political executive. These
suggestions are based on the administrative expertise and capability of the
bureaucracy. It is not necessary that policy initiative must always come
from the political executive, at many occasions, it is the bureaucracy which
suggests the policy issues to the political executive. The suggestive role of
the bureaucracy is also related to the submission of several alternative
solutions to a given problem to the political executive. It is then up to the
executive to accept or reject them.

(c) Analytical: As already stated, public policymaking is a complex process.
Bureaucracy plays a very significant analytical role in policy formulation.
After the crucial issues requiring urgent attention are identified, it has to be
ascertained whether such issues could make viable policies or not. The
bureaucracy engages itself in analysing the pros and cons of the issue that is
taken up for policy formulation. It then frames and reframes policy proposals
keeping in view its viability, future prospects, resources available,
acceptability, etc. Moreover, it is the responsibility of the bureaucracy to
analyse policy proposals in relation to the provisions of the Constitution,
the laws framed by Parliament, and other existing rules and regulations. In
this way, the bureaucracy helps in framing sound and effective policies.

Delegated legislative role

In modern democracies, the functions of the government have become complex
and multidimensional. There has also been enormous increase in the spheres of
the government activity. Legislatures and political executive cannot cope with the
increased legislative functions and, hence, the concept of the delegated legislation
has been put into practice in almost every country. The concept has obliged the
legislature to delegate some of the legislative power to the executive organs of the
government, to be more specific, to the bureaucracy.

Delegated legislation has been defined as, ‘the exercise of minor legislative
power by subordinate authorities and bodies in pursuance of statutory authority
given by Parliament itself.’ It is, thus, the law-making power conferred by Parliament
on the executive. The executive does not enjoy any original power of making
laws, and the delegated legislation is strictly subordinate to the terms of the statutes
under which it is made. The power of the delegated legislation is given to highly
responsible authorities.

The practice of delegating legislative power to bureaucracy has been on the
increase. There are various factors responsible for this, such as: increase in the
volume of work, lack of time, need for specialized expertise of bureaucracy, scientific
and technical character of the subject matter, contingent delegated legislation,
supplementary delegated legislation, and interpretative delegated legislation.

The legislative work has expanded to such an extent that it has become
almost impossible for the legislature to frame laws on each and every aspect of the
work it is engaged in. Moreover, the tasks confronting the legislature have become
so varied and technical in nature that the legislature does not have the skills and
aptitude to carry them on. The ever-increasing functions of the legislature do not
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leave enough time for the formulation of laws on varied issues and problems. The
enormous volume of the legislative business renders it imperative that Parliament
should enact laws embodying broad principles, leaving details to be supplied by
the executive departments. The political executive comprise laypersons, who do
not have the experience to formulate laws in the areas which require technical and
scientific knowledge and skill, and so have to consult the bureaucracy. Delay can
be very dangerous in coping with emergencies like war, economic crises, etc.
Thus, the political executive needs to take the help of the bureaucracy in order to
formulate policies without unnecessary delay.

Sometimes the legislature passes laws in only a skeleton form, i.e., it only
lays down certain general principles or standards under which the laws have to be
framed, everything else is left to the bureaucracy. The bureaucracy works out the
details by collecting relevant information and fills up the skeleton laws. In India,
the Municipal Acts fall into this category. After the formulation of the laws, the
bureaucracy is authorized to explain and clarify the provisions of the law. The
bureaucratic power to interpret the law makes legislation clear and explicit. Thus
bureaucracy plays a very important role in the area of delegated legislation. It has
to take care of the fact that the rules to be framed under a particular law do not
clash with the existing rules made under a different law. Moreover, it has to see
that the real spirit of the law is actually met with while framing the rules.

Rules under the delegated legislation have to be precise and comprehensive.
The language used has to be unambiguous and simple. People should be clearly
able to understand these rules. The bureaucracy has to ensure that the delegated
legislation so framed will stand the test of the time, if challenged in a court of law.
Further, the bureaucracy has to review the various provisions contained in the
delegated legislation from time to time to bring them in tune with the fast changing
socio-economic scenario of the country. The bureaucracy through its authority of
delegated legislation helps the government in its experimentation in various spheres
of socio-economic development. The suggestive and analytical role of the
bureaucracy is of great relevance in delegated legislation. It is here that the
bureaucracy can exercise authority independently with minimal political interference.

Expanding role of bureaucracy

It is clear from the above explanation that the importance of the bureaucracy in
policymaking is increasing day by day. It is often said that the political executive
should lay down policy and the permanent executive (the bureaucracy) should
carry it out. However, this distinction between the roles is diminishing very fast.
The bureaucracy does contribute towards policy formulation, whereas the legislature
and the political executive take interest in the implementation of those policies.
The nature of their contributions may differ.

The bureaucratic influence on policymaking is twofold. Firstly, the members
of the bureaucracy can give shape to stated policies through the exercise of choice
and judgment in administering them and, secondly, they engage in policy formulation
through their suggestive, analytical and interpretative roles. Bureaucracy has been
observed as a congregating place for individuals concerned with the same objects.
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Some of these interested individuals become members of the administrative agencies,
while others join groups which look to that organization as a rallying point, and the
agency takes a leading part in representing their interests.

In this representative process, the bureaucracy’s most important function is
to promote the idea that its special area of concern is important, be it education,
air, power, or mental health. The bureaucracy promotes special solutions to policy
problems in this area. It also promotes objectives which are of particular interest
to its members as bureaucrats such as their working conditions, status and
compensation, and the maintenance and survival of their organization.

One of the major tasks of administration is the formulation of policy proposals
for consideration by the political executive. The capacity of the administrative
agencies to perform rationally and in a responsible manner the task of formulating
the policy alternative for politically responsible superiors is the major criterion of
efficiency. Thus, a major part of policymaking is done by the bureaucracy. The
minister receives advice through the permanent secretary, who has an overall view
of the organization. S.R. Maheshwari observes: ‘Public policy cannot be made by
one or few individuals, however, exalted be their situation. Nor can it be separated
from administration. Public policy necessarily involves a large number of persons
and institutions operating in hierarchical order or otherwise such as ministers, civil
servants, parliamentarians, public pressure groups, professionals, etc.... In the
Central Government, the principal policymaking functionaries are the Prime Minister
and his office including his advisors, ministers and secretaries....”

Bureaucracy even gains expertise by working on international organizations.
In order to be an agent of change, the bureaucracy must have the capacity to: (a)
forecast, project and understand the direction and tempo of major or significant
changes in its environment; (b) plan for necessary or desirable changes; (c) adopt
itself to changes demanded planned by the political system or to other unforeseen
changes: and, (d) innovation its own.

Check Your Progress

6. Define bureaucracy.

7. Define delegated legislation.

5.4 ROLE OF PANCHAYATI RAJ
INSTITUTIONS

Panchayati Raj institutions (PRIS) in India comprise the following:

 Gram Sabha

 Panchayat

 Panchayat Samiti

 Zila Parishad
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Let us discuss each of these briefly here.

1. Gram Sabha

The base of the Panchayati Raj structure lies in the Gram Sabha or village
assembly consisting of all the adult citizens who are eligible to cast vote. Most of
the states’ legislations provide that Gram Sabha should be called at least twice a
year, usually after Rabi and Kharif crops are harvested. In Orissa and Jammu and
Kashmir it meets only once a year. Some State legislation requires that a meeting
of Gram Sabha should be called if it is requisitioned by a certain proportion at the
votes constituting it say one-fifth.

The Gram Sabha is expected to play the role of a present body to which
the village Panchayat should owe responsibility. In Bengal, Punjab, Gujrat and
Assam village Panchayat is elected by Gram Sabha. In Bihar Gram Sabha elects
50 members as its executive council and a mukhia.

The Gram Sabha has rather been a strong body. There are proposals for
strengthening the working of Gram Sabha so that it can function as an effective
organ for the control of Panchayat leadership.

The Diwakar Committee (1963) recommended a consultative and
deliberative role for these institutions. The danger apprehended from well-funded
observation was that a large majority of adult citizens did not attend the meetings
of Gram Sabha and that if decisions of the Gram Sabha were made a binding, a
small minority could ransom Panchayat programme. The committee wanted only
broad frame work and plans and policies to be approved of by the Gram Sabha
leaving full discretion to the Panchayat in day to day matters.

The relationship between Gram Sabha, Panchayat and Samiti is a delicate
matter. Panchayat must heed to the advice of the Gram Sabha because any other
causes would be suicidal, but the Panchayat as a body of representatives cannot
be relegated to the role of a mere executive body.

Composition of the Panchayat

The Panchayat is the primary tier of rural local govt. Its structure and composition
varies from state to state. Its membership ranges from 5 to 31 the average being
15. U.P. and Orissa, belong to high membership group. In U.P. the Panchayat
membership ranges from 16 to 31. The rest of the states prescribe a member ship
range of the 5 to 15; depending upon the size of the Panchayat. The state statutes
also provide for the reservation of seats for S.C., S.T. and female citizens.

There are two methods of electing a Sarpanch, namely, the direct method
and the indirect method. In Bihar, Assam and U.P., the Sarpanch is directly elected
either by the Gram Sabha through the show of hands or by the elaborate secret
ballot. In other states the panchayat themselves elect the President from amongst
themselves. The decisions must be taken by a majority, the Panches can succeed
in immobilizing the action which can only be remedied either through the election
of the Sarpanch in whom the majority of Panchayat have confidence or, dissolution
and fresh election of the Panchayat so that persons of more homogeneous persuasion
are elected.
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The major functions of the Panchayat are as follows:

 Municipal functions:

o Public health

o Safety

o Construction

o Educations

 Physical planning of village

o Control the common land

o Site land of others

 Development and production planning

o Construction of amenities

o Preparing village plans

o Development of agriculture

o Animal husbandry

o Cottage industry

o Social culture

o Civil defence

 House keeping

o Electing Sarpanch

o Collecting reverences

o Budgeting, records

The office of a Sarpanch combines the function of a chairman representative,
executive and chief judge. He presides over the Panchayat meeting and acts as a
spokesman of the Panchayat. He takes decision on behalf of the Panchayat and is
responsible for the safeguard of Panchayat and has to take care of all the accounts
and receipts and payments of the controls. He supervises the work of Panchayat
servant and does any other work that the State Government may authorize him to
do. He is usually selected as the head of the Panchayat by virtue.

The income resources of a Sarpanch come from the following sources:

 Taxes

o House tax

o Land cess

o Sanitary cess

o Electricity

o Vehicle tax

o Pilgrim tax

o Grazing tax

o Octopi tax
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o Labour tax

o Water tax

o Marriage tax

o Commercial crops.

 Fees and fines

o Registration of animals

o Registration of cattle pond

 Other revenues

o Management of common land

o Disposal of Panchayat property

o Fruits

o Fisheries

o Panchayat tanks

Nyaya Panchayat

Nyaya Panchayat in ancient India is truly a body of local government. It is created
to deal with urgent issues. It is as a method of settling local disputers in a fair way.
The Nyaya Panchayat brings justice within the access at the economic means of
the rural citizens. It bears upon the decisions with the intimate knowledge of local
circumstances without which justice is reduced to a gambling exercise.
Decentralization of judicial functions and judicial processes become a central issue
in the process of carrying Panchayati Raj to the countryside. The Panchayat in
fact can also be defined as small courts in the rural areas. The judicial character of
the Panchayat is its new role which has been assigned top priority.

The Nyaya Panchayat constitutes a jurisdiction of five to seven Panchayati
circles. The collector has the authority of acting as the officer in charge. He is
usually assisted by the Tehsildars and Vikas adhikaries in discharging his duties.
Each Panchayat within the jurisdiction of the Nyaya Panchayat elects a member
to the Nyaya Panchayat. It is not necessary for a member so elected to be a
member of the Vikas Panchayat as well but he must be a registered voter in the
Panchayat jurisdiction. The member must not be below 30 years of age and he
should be able to read and write the state language fluently, freely and legibly and
must not suffer from any disqualification.

A disqualified Panch cannot hold an office of Sarpanch or that of a member
in Samiti, Parishad State legislature or Union parliament. The election of Nyaya
Panchayat and appeals are regulated by the same rules as those of the elections
of Vikas Panchayat. The members take on other to be faithful to the constitution
of India as by law established. They elect from amongst themselves a chairman of
the Nyaya Panchayat.

The chairman elected proceeds to constitute benches of three members;
each for dealing with the civil and criminal cases that come before the Panchayat.
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Powers: Criminal and civil jurisdiction

The criminal jurisdiction of Nyaya Panchayat extends only till minor offences
under the IPC. It acts under the orders of a public servant. The amount of fine a
Nyaya Panchayat can impose varies between ` 25 and 100. In civil cases
jurisdiction fees range between ̀  100 to 500.

2. Panchayat

Gram Panchayats are local self-governments at the village or small town level in
India. As of 2016, there are about 2,47,166 Gram Panchayats in India. The
Gram Panchayat is the foundation of the Panchayat System. It is set up in villages
with minimum population of 300. Sometimes two or more villages are clubbed
together to form group-Gram Panchayat when the population of the individual
villages is less than 300.

Sarpanch

The Sarpanch or Chairperson is the head of the Gram Panchayat. The elected
members of the Gram Panchayat elect from amongst themselves a Sarpanch
and a Deputy Sarpanch for a term of five years. In some places, the Panchayat
president is directly elected by village people. The Sarpanch presides over the
meetings of the Gram Panchayat and supervises its working. He implements the
development schemes of the village. The Deputy Sarpanch, who has the power
to make his own decisions, assists the Sarpanch in his work.

A Sarpanch has the following responsibilities:

 Looking after street lights, construction and repair work of the roads in the
villages and also the village markets, fairs, festivals and celebrations

 Keeping a record of births, deaths and marriages in the village

 Looking after public health and hygiene by providing facilities for sanitation
and drinking water

 Providing for education

Sources of income

The main source of income of the Gram Panchayat is the property tax levied on
the buildings and the open spaces within the village. Other sources of income
include the following:

 Professional tax

 Taxes on pilgrimage

 Animal trade

 Grant received from the State Government in proportion of land revenue

 Grants received from the Zilla Parishad

Dr S B Sen committee, a committee appointed by the Government of Kerala in
1996, had suggested the following principles, which were later adopted by the
Second Administrative Reforms Commission, for local governance:

 Subsidiary democratic decentralization
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 Delineation of functions

 Devolution of functions in real terms

 Convergence

 Citizen centricity

3. Panchayat Samiti

Up till now, you have studied two tiers of the Panchayati Raj Institutions, in this
section, you will learn about the third part which is the Panchayat Samiti. The two-
tier of local govt. is needed for filling the vast chasm between the district boards
and the village Panchayat. It was recognized as early in 1882. The members of
Panchayat Samiti elect their own Pradhan. They have powers to take decisions
within their sphere of competence and can raise their resources on statutory basis.

Size

The areas of the Panchayat are mostly coterminous with a tehsil or taluqua,
which gives 112 villages per block. In Maharashtra, the Panchayats comprises an
area equal to two or three blocks. The number of the Panchayat per block varies
from state to state from eight per block in Kerala to nearly eighty in U.P. They
range according to 1951 census from 35,000 to 94,000.

Block as a units

The block is a unit for establishing and maintaining seed multiplication or stock
breeding farms, health services, supervising the primary education. The blocks
are needed for highly quality leadership, independence from local pressures,
balancing of interests and quick development.

Composition

The constitutional pattern of the Panchayat varies from state to state. There is
representation of special interests like co-operative societies and co-operative
banks. They are however, associate members with the right of attendance and
participation but without knowledge of what of to be elected to the office of
Pradhan or chairman of the standing committee.

Committee system

A sound committee system is essential to provide opportunities to a larger number
of individuals and groups to share in decision making. It helps in the quicker disposal
of business and more through consideration of the issues. The committees being
smaller in size can consider the issue in great details.

Constitution of the committees

The number of committees in a Panchayat range from three to seven. The Panchayat
might create more committee if it feels the need of the following:

 Committee on production programme with an irrigation animal

 Co-operation, cottage industry

 Education
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 Social welfare

 Communication

 Rural want supply, health and sanitation

 Finance and taxation

Every committee usually consists of not more than seven members duly
elected by the members themselves. In case the Panchayat decides it may co-opt
not more than two persons to a standing committee from the outside the membership
at the Panchayats for their experience and knowledge of the subjects assigned to
the committee.

The cause of justice, fair deal and member participation would be served if
the opposition is properly repressed on the committees for which a system of
proportional representation is more suitable than a plural majority system.

The committee has only delegated jurisdiction conferred by the Panchayat.
Presentation of committee reports is a regular item on the Panchayat’s agenda.
These reports are read out by the concerned official.

Conduct of business

Rules for the conduct is prepared by the Vikas Adhikari in and consultation with
the chairman and circulated in the advance along with the corresponding papers.
Decisions are made by majority with a casting vote for the chairman. The Vikas
Adhikari or a senior official on his behalf has right to participate in the proceedings
but has no vote.

Samiti as an executive body

  Meets generally once a fortnight or a month

  Means adding to the cost of decision making

  Being take decision governed by political consideration

  System is likely to encourage habits of buck passing and procrastination

  Co-ordination of all

Function of the Panchayat

 Community Development: increasing production and employment.

 Production program

 Social service health communication

Finances

  Funds available under schematic budget

  Self raised resources

  Resources available under transferred schemes and departmental schemes
to be executed through the Panchayat

  Grants-in-aid by the states and other bodies
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4. Zila Parishad

The Zila Parishad succeeds the district development committee and other district
school boards, etc. of pre-decentralization period. The possibility of composition
between Zila Parishad and Panchayat has been designed mainly as an advisory,
co-coordinating, fund distributing and supervisory body in Rajasthan, Assam, Orissa
and Bihar without any responsibility for executive function directly. In this respect
these states differ from Andhra Pradesh, Gujarat, Maharashtra, Punjab and social
welfare are performed by Zila Parishad.

The latter pattern obtains in Gujarat, Maharashtra, Punjab and U.P. Under
this pattern, some elected members are also included in the membership of the
body. These are directly elected in Gujarat, Maharashtra and U.P. from electoral
constituencies consisting of a population of 35,000 heads approximately.

Composition and term

Under the ‘indirect system’ which is prevalent in Rajasthan, Andhra Pradesh,
Assam, M.P., Orissa and Bihar the Zila Panchayat is compassed of all the
pradhans of Panchayats in the district. All the members of legislative assembly
that are elected from the district and the Lok Sabha form a constituency that is
included in or forms a part of the district. All the members of the council of the
state reside in the district. The collector is usually ex-officio member of Zila
Panchayat.

The members of the Zila Parishad elect the Pramukh and Up-pramukh
from amongst themselves. The Pramukh or the Up-Pramukh is removable by a
vote of no-confidence if it is carried out by a majority of 2/3rd of the total
membership. The usual term of Zila Panchayat is three years.

The architecture of Zila Parishad juxtaposes two sets of farces, one set
representing the interests of Panchayat and co-operatives through their pradhans
and the other set representing the interests of the state through its MLA and M.P.
In Gujarat, Maharashtra, and U.P. where Zila Parishad has stinger body and
performs executive functions it includes a directly elected popular and independent
element.

The composition of Zila Panchayat under the indirect system has the merit
of linking the Zila Panchayat with the Panchayat on the one hand, and state
legislature and parliament on the other. The provision is meant to safeguard the
autonomy of the municipalities but in a planned economy, arrangements for effective
co-ordination between the urban and rural local self-governing authorities should
be devised to make best use of available resources.

Function and powers of the Zila Panchayat

 Executive: In Andhra Pradesh, Punjab, Gujarat, Maharashtra and U.P.,
the Zila Panchayat has been endowed with executive functions, which it
has inherited from the farmer district local boards, district school boards
and district development Committee. These functions in their very nature
could not be performed by the newly constituted Panchayats.

 Co-ordinate
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 Supervision, guidance and control

 Appellate

 Advisory

 Joint service and establishment

 Declaratory and classificatory

 House keeping

Committee system

The composition, functions and powers of the committees of the Zila Panchayat
vary according to the status of the Zila Panchayat in three-tier system. The function
of this committee is to make appointments by transfers or promotion within the
same district and advise Panchayat and Zila Parishad regarding disciplinary action
against Panchayat service personnel. The Zila Panchayat has created committee
on production, social and finance of the Panchayat. The budget of the Samiti is
scrutinized by the last-named committee while the progress in respect of other
development programme is reviewed by the respective subjective subject–matter
committee. In the states where Zila Panchayat has executive functions, standing
committee has been constituted to look after every major group of function.

These functional committees have block constituted territorial basis for each N.E.S.
block. This committee is composed of the following:

 Members of the district council elected from the area of the block and other
co-opted members of the district council from this area

 Two Sarpanches elected from an electoral college consisting of Panches

 Chairman of agriculture co-operative society of the block

 Chairman of taluqa purchase and sales union

 One member each of S.C and S.T. and women from the area if there is no
such member.

The Chairman of the block is elected by the members and is ex-office
member of the district council. Each subject matter committee is responsible for
the development schemes within its subject matter competence. It periodically
reviews progress and reports it to Zila Panchayat. The block committee
executes and supervises the schemes and works of the council in block area and
carries out any other work on behalf of the council or its women. The standing
committee supervises and controls the imposition and collection of taxes and
other dues of the council.

Role of Pramukh

The Pramukh presides over and conducts the meetings at the Zila Panchayat.
He sends a report to the collector regarding the work of the secretary of Zila
Panchayat. He also remarks on confidential reports of class I and II officers as
submitted by the chief executive officer. The Pramukh thus combines the role of
a leader and a supervisor. He has also some standing in the party hierarchy.
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Check Your Progress

8. What are the major constituents of Panchayati Raj institutions in India.

9. Who is a Sarpanch?

5.5 GOOD GOVERNANCE

Good governance is an indeterminate term used in development literature to describe
how public institutions conduct public affairs and manage public resources in order
to guarantee the realization of human rights. Governance is described as the process
of decision-making and the process by which decisions are implemented or not
implemented. The term ‘governance’ can apply to corporate, international, national,
local governance or to the interactions between other sectors of society.

Hence the concept of ‘good governance’ often emerges as a model to
compare ineffective economies or political bodies with viable economies and
political bodies. Because the most ‘successful’ governments in the contemporary
world are liberal democratic states concentrated in Europe and America, those
countries’ institutions often set the standards by which to compare other states’
institutions. In international affairs, analysis of good governance can look at any of
the following relationships:

 between governments and markets,

 between governments and citizens,

 between governments and the private or voluntary sector,

 between elected officials and appointed officials,

 between local institutions and urban and rural dwellers,

 between legislature and executive branches, and

 between nation states and institutions.

Concepts such as civil society, decentralization, peaceful conflict management
and accountability are often used when defining the concept of good governance.
The definition of good governance promotes many ideas that closely align with
effective democratic governance. Not surprisingly, emphasis on good governance
can sometimes be equated with promoting democratic government.

To promote good governance, there are three institutions which needs to
be reformed: (i) the state, (ii) the private sector, and (iii) civil society. However,
among various cultures, the need and demand for reform can vary depending on
the priorities of that country’s society. A variety of country level initiatives and
international movements put emphasis on various types of governance reform.
Each movement for reform establishes criteria for what they consider good
governance based on their own needs and agendas. The following agencies are
examples of good governance standards for prominent organizations in the
international community.
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The International Monetary Fund (IMF) declared in 1996 that ‘promoting
good governance in all its aspects, including by ensuring the rule of law, improving
the efficiency and accountability of the public sector, and tackling corruption, as
essential elements of a framework within which economies can prosper’. The
IMF feels that corruption within economies is caused by the ineffective governance
of the economy, either too much regulation or too little regulation. To receive loans
from the IMF, countries must have certain good governance policies, as determined
by the IMF, in place.

The United Nations also emphasizes reform through human development and
political institution reform. The UN refers to following eight characteristics of good
governance:

 Consensus-oriented
 Participatory
 Following the rule of law
 Effective and efficient
 Accountability
 Transparency
 Responsive
 Equitable and inclusive

For good governance World Bank is more concerned with the reform of economic
and social resource control. In 1992, it underlined three aspects of society which
it feels affect the nature of a country’s governance:

(i) Type of political regime

(ii) Process by which authority is exercised in the management of the economic
and social resources, with a view to development

(iii) Capacity of governments to formulate policies and have them effectively
implemented

Good governance defines an ideal which is difficult to achieve in full, though
it is something development supporters consider donating to causes. Major donors
and international financial institutions, like the International Monetary Fund (IMF)
or World Bank, are basing their aid and loans on the condition that the recipient
undertake reforms ensuring good governance.

5.5.1 Structural Reforms and Good Governance

To achieve good governance, there is a serious need for structural change in the
government programmes. There is now a growing body of evidence, which shows
that the quality of governance is related to differentials in growth and development.
However, most of the initiatives deal with improving the performance of short-
term normal government functions such as increasing the efficiency of public
services, accountability of bureaucracy and enhancing transparency in decision-
making. Governance needs to be seen not merely in terms of managing resources
and people during the tenure of a government but its ability to take a long-term
view not only of the nation but nation in the global context.
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Attributes of good governance must be determined by the nation’s vision of
the larger social and economic goals and the value system it wants to promote.
While a consensus among political parties on the former is more easily achieved
and therefore possible to insulate it from the government of the day, to reach such
a consensus in the case of the latter is extremely difficult. It is, however, possible to
move towards a minimal common agenda across the spectrum of political thinking
on a value system that would be promoted.

The goals and value systems tend to be dynamic and change more often at
a sedate pace resulting in a sense of continuity, thus enabling the society at large to
adjust more easily with those changes. Along with such changes in goals, therefore,
the system of governance, the institutions as well as attributes of good governance
also changes. It is necessary, however, to note: (i) that the changes that have
swept most nations in the last quarter of the 20th century have been rapid and
decision-making at all levels has become more complex and dependent on a whole
range of factors that are outside the control of decision-makers, and (ii) that a
substantial part of the governance concern must pertain to long-term view. A system
of governance that has performed well in the past would also require to be changed
due to larger changes that take place both within the nation and across nations.
What should continue as central to governance are the people.

The second half of the 20th century was an era of radical transformations,
some brought about by internal compulsions and the way in which the country was
governed and partly due to technological change and the global context. These
changes have reduced predictability of the future. As Akio Morita, former president
of SONY said, the only way to predict the future is to create it. But creating future
requires vision as well as commitment. A working definition of governance could
be ‘processes, systems and structures that guide the social, economic and political
relationships’. The relationships could be viewed as between the government and
the market, the government and the citizen, the government and private sector and
voluntary organizations, elected and appointed officials, levels of government—
union, state and local, and between legislative and executive structures.

A widely prevalent perception of state of governance in India has been
summarized as: ‘Those in the government continue to feel that that they are doing
a fine job and nothing could be better. The citizen clearly feels otherwise. This
mismatch in the perceptions of the people and the government is made worse by
the credibility gap that exists between the citizen and the government. By now, the
general feeling outside the government is that the government is huge, it lacks
direction, it is unmanageable, is wasteful and it is uncaring of the citizen. The
government on its part keeps on reasserting itself with new policy prescriptions
from time to time in a bid to ‘win friends and influence people’. A stage has been
reached when the people take with a pinch of salt whatever the Government says
or claims.’

Central to the theme of achieving economic and social development is the
quality of Governance. The common and oft repeated attributes of good
governance include participation, rule of law, transparency, responsiveness,
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consensus based, equity concerns, effectiveness, accountable and strategic vision.
Governance therefore is larger than government and envisages a role for private
sector, civil society and citizens at large. Improvement in governance cannot be
limited to reforms within the government but would need to encompass a wider
arena including civil society. Thus, people and civil society institutions themselves
form an important link in the governance chain. However, increasing role of market,
civil societies and non-governmental organizations cannot compensate the
inadequacies of governance, even though their role is crucial in shaping the quality
of governance. Government is the focal point for instituting good governance as all
other institutions function within the overall institutional framework provided by
the government.

Political reforms for good governance

All political power in democracy stems from people. Therefore, empowerment of
people by increasing their control over governance is needed. The irony of a
discourse on empowerment of people is because: ‘As the colonial state had
consciously distanced itself from the people, and as that distance did not significantly
narrow in the post-independent era, tradition of consultation of and participation
by the people did not develop. Accessibility of government to the common people
and their sensitivity to people’s need has progressively declined.’

‘The new developmental administration has been bestowed a vast number
of new responsibilities and vastly extended financial powers. Although the exercise
of these powers is not untrammelled—there are a number of checks and balances
imposed by the democratic system complex and obscure processes through which
decisions are taken, over-regulation in many spheres of public life, the weakness
of democratic institutions, and the sheer monopoly which vests with the State,
creates sufficient ground for arbitrary exercise of this power. This has led to two
very major problems in the governance structures—inefficiency and corruption’.

It is only in recent years that a consciousness of the importance ‘stakeholder
participation’ and ‘shareholder participation’ have begun to emerge. From a
situation or extreme state control, the pendulum has started moving back in the
other direction towards the user communities and people. Devolution to local
bodies has emerged as a major plank of governance reform, both in the Centre
and the States. According to the Human Development Report 1993, where
decentralization has taken place, it has often been quite successful, encouraging
local participation, increasing accountability of local officials, reducing costs and
increasing efficiency.

However, it is important that physical and economic access to technology
based information system is substantially expanded, traditional forms of information
would continue to be improved so that in the name of modernization, weaker
sections are not excluded in sharing of rapidly expanding knowledge and information
base. While an expanded system of acquisition of knowledge and information is a
prerequisite, for it is insufficient to ensure more people’s participation; it must also
be realized that participation is not an event such as attending community meetings
but is a process that has to be embedded in the social ethos.
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However, in the context of rapid transformation across nations, there is an
urgency to hasten the reform process and improve the governance of the nation.
Such reforms would not be confined by a minimalist approach to curbing
corruption, improving delivery of service and creating a transparent and accountable
bureaucracy but include putting in place structures and processes to address long-
term critical choices to place the nation in a position that it merits respect in the
global community. In a democratic set-up, the sustenance of a bold agenda of
reform requires political will at the highest level of government to withstand the
pressures of vested interest and sustained pressure by the people. Such pressures
would have to be exercised by them through civil society.

Political reforms are urgently required in concert with economic reforms.
Both are essential to ensure good governance. A paradigm shift is required in the
prevailing system of governance. Serving the people and putting their interests
above the interests of the ruling elite must be the prime motivating force driving the
reformed system of governance. Good governance can be ensured through the
provision of an adequate quantity of public services and by improving their quality.
Indian politicians need to become fully aware of the costs and benefits of economic
reforms. Ruling politicians with limited terms in office are often guided by narrow
and short-term motivations while formulating policies in the national interest. The
Indian public at large also needs to be thoroughly educated on the inevitable need
to bear short-term pain in order to reap the somewhat uncertain longer-term gains
from economic reforms.

Economic reforms for good governance

The base of credible national security is based on the level of economic prosperity
which caters to the well-being of the population of any country, and especially of
developing countries like India. There are many developing countries in the Asia-
Pacific region, including China and India, where nearly one-third of the world’s
population are currently going through economic transitions. The central objective
of transition through economic liberalization is to improve the competitive efficiency
of the economy in the global marketplace to sustain accelerated rates of economic
growth, and thereby continuously improving the security and well-being of the
people. India launched its market-oriented economic reforms in 1991.

In India post-1991, economic reforms have been evolutionary and
incremental in nature. There have been delays and reverses in some areas due to
the interplay of democratic politics, coalition governments, and pressure groups
with vested interests. However, all the governments in power since 1991 have
carried on these economic reforms, which have been based on market liberalization
and a larger role for private enterprise.

It is well known that from 1951 to 1991, Indian policymakers stuck to the
path of centralized economic planning accompanied by extensive regulatory
controls over the economy. The strategy was based on an ‘inward-looking import
substitution’ model of development. This was evident from the design of the
country’s Second Five-Year Plan (1956–61). Several official and expert reviews
undertaken by the government recommended incremental liberalization of the
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economy in different areas, but these did not address the fundamental issues facing
the economy. India’s economy went through several phases of economic
liberalization in the 1970s and the 1980s under Indian prime ministers Indira Gandhi
and Rajiv Gandhi. However, these attempts at economic liberalization were half-
hearted, self-contradictory, and often self-reversing in parts. In contrast, the
economic reforms launched in the 1990s by Prime Minister P.V. Narasimha Rao
and Manmohan Singh as his Finance Minister were ‘much wider and deeper’ and
decidedly marked a ‘U-turn’ in the direction of economic policy followed by India
during the last 40 years of centralized economic planning.

Most economic policymakers and analysts held widely convergent views
on the causes of the unprecedented economic crisis faced by India in 1990–91.
The root cause of the crisis could be traced to macro-economic mismanagement
throughout the 1980s as reflected in an unsustainably high fiscal deficit, in particular
the revenue deficit and the monetized deficit. The Central Government’s fiscal
deficit alone peaked at 7.9 as a percentage of GDP in 1989–90. Thus, growing
fiscal wastefulness and irresponsibility, and the unviable financing patterns of the
fiscal deficit prevailing in the 1980s made high levels of annual GDP growth
peaking at 5.6 per cent in 1989–90 unsustainable. Foreign-exchange reserves
dwindled to a low of USD 2.2 billion (with less than 15 days’ cover against
annual imports).

India stared bankruptcy in the face as it struggled to meet external debt
obligations. Prime Minister Narasimha Rao converted the then prevailing economic
crisis into an opportunity to launch massive economic reforms. First, he introduced
an economist rather than a politician into the Cabinet as Finance Minister and
allowed him to evolve and implement path-breaking economic reforms. The new
economic policies radically departed from the economic policies and regulatory
framework pursued in India during the previous 40 years. The government
recognized in 1991 that the time had come to reshape India’s economic policies
by drawing appropriate lessons from the ‘East Asian Miracle’ based on more
export-oriented and more globally connected strategies of development, as
successfully practiced earlier by Japan and South Korea and also by the South
East Asian tigers Malaysia, Singapore, Indonesia and Thailand.

The East Asian development model had been remarkably successful in
achieving sustained high growth rates accompanied by rapid growth in the living
standards of the people in just two decades. India had missed on both these fronts
by relentlessly pursuing import substitution and a relatively closed economy model
of development. The government, after launching the relatively aggressive reforms,
was soon confronted with the political constraints of ‘competitive populism’ during
elections held at the state level in 1993. Therefore, the government adopted a
‘middle path’, furthering the economic reforms in an ‘incremental’ fashion in order
to continue to extend their width and depth during the remainder of the government’s
term. The government took two years to get over the immediate macroeconomic
crisis, initially with the help of a balance of payments loan facility from the
International Monetary Fund. The government brought a clear enunciation of its
vision and the objectives of its economic reforms only after regaining macro-
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economic stability. This was contained in the Discussion Paper on Economic
Reforms brought out by the Ministry of Finance in July 1993. The fundamental
objective of economic reforms is to bring about rapid and sustained improvement
in the quality of life for the people of India.

Major economic reforms

Economic reforms launched since June 1991 may be categorized under two broad
areas: (i) major macro-economic management reforms, and (ii) structural and
sector-specific economic reforms.

The attention of the government in June 1991 was primarily focused on
crisis management dealing with the balance of payments. It was of utmost
importance to restore India’s international credibility by meeting its scheduled
external debt liabilities and through maintaining a more realistic exchange rate
consistent with market obligations. Achieving macro-economic stabilization was
also an urgent priority, necessitating control of intolerably high inflation. It was
recognized that macro-economic stabilization would provide a sound foundation
for medium- and long-term structural economic reforms and accelerate the rate of
economic growth in a sustained manner. This would be possible by removing
distortions created by controls and by improving the competitive edge for Indian
goods and services in global markets as well as in the markets of major regional
trading blocs.

Structural economic reforms in selected sectors of the economy

Macro-economic management reforms have focused on controlling the politically
difficult problems of reducing the fiscal and revenue deficits. From 1950 to 1980,
the national budget was usually characterized by revenue surpluses and capital
account deficits. However, after 1980, all governments, for political reasons,
had willingly allowed the revenue deficit to rise over the years to dangerously
high levels, and had found it increasingly difficult to reduce. The revenue deficits
reflected an excess of annual consumption expenditure by the government over
its annual income. The deficit was caused by excessive employment in the
government sectors, uneconomical pricing of goods and services by public sector
enterprises, a growing interest burden, mounting subsidies, and rising defence
expenditures. Downsizing the government through the bureaucracy or public
sector enterprises and banks was also difficult and met staff resistance from the
organized employees.

Reducing the fiscal deficit

Faced with the necessity of reducing the fiscal deficit in the crisis year of 1991–92,
Finance Minister Manmohan Singh attempted to reduce fertilizer and food subsidies
in 1991–92 and to some extent in 1992–93. Simultaneously, he and the subsequent
finance ministers resorted to the softer options of reducing public investment
expenditure and reducing public expenditure on social welfare services from 1991
to 1995. These measures did help reduce the fiscal deficit of the Central Government
to 4.8 per cent of GDP at the end of 1992–93. However, further cuts in fertilizer
and food subsidies could not be carried out as these measures were opposed in
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Parliament and proved suicidal for the ruling Congress Party, which lost power in
state elections in 1993–94. Meanwhile, the fiscal position of the state governments
also started deteriorating. The combined fiscal deficit of the Central Government
and the states climbed to the unacceptably high level of 10–11 per cent of GDP in
2002–03. The Central Government has recently started linking further transfers of
resources to the states to the progress of state-specific economic reforms aimed
at reducing deficits.

In the process of macro-economic management reforms, the autonomy
of the central bank—the Reserve Bank of India—in regulating the money supply
to control inflation has been assured within the limits of monetary policy. This
has led the government to resort to larger and larger domestic borrowing. And
now the government borrowings have risen so high that the economy is moving
towards an “internal debt trap”. Further growth of internal debt needs to be
curbed, but the government is in no mood to close off this easy way of financing
its rising fiscal deficit. The finances of most state governments are in even poorer
shape and some have occasionally resorted to market borrowings to meet their
payrolls.

Tax Reforms: Since 1991, several efforts have been made through the
annual budget process to achieve tax reforms. These have focused on: (i) expanding
the tax base by including services (not previously taxed); (ii) reducing rates of
direct taxes for individuals and corporations; (iii) abolishing most export subsidies,
(iv) lowering import duties; (v) rationalizing sales tax and reducing the cascading
effect of central indirect taxes by introducing a Modified Value Added Tax and a
nationwide Value Added Tax; (vi) rationalizing both direct and indirect taxes by
removing unnecessary exemptions; (vii) providing for tax incentives for infrastructure
and export-oriented sectors, including setting up special (Export) Economic Zones;
and (viii) simplification of procedures and efforts for improving the efficiency of
the tax administration system especially through computerization.

Structural reforms since 1991 have been sector-specific. The sectors
subjected to reform have been carefully selected and the coverage of sectors
under structural reforms has been extended over time. The major structural
economic reforms carried out since 1991 have been primarily in the areas of:
Trade Policy/External Sector; Industrial Policy; Infrastructural Sector Policies;
Divestment/Privatization Policies; the Financial Sector; and in Policies for Attracting
Foreign Direct Investment. The thrust of the reforms in all areas has been to open
India’s markets to international competition, remove exchange rate controls,
encourage private investment and participation in industry and, in the finance
markets, to liberalize access to foreign capital and to ensure that foreign investment
is not penalized merely for being foreign.

Within the constraints of democratic politics and the relatively ‘soft’ nature
of the economic reforms implemented since 1991, the Indian economy has reaped
several welcome rewards from its reforms. These have strengthened the conviction
that the broad direction of the reforms is right and, in that sense, made the reform
process irreversible. However, India needs to launch a ‘second generation’ of
economic reforms, with a more human face, if it is to reap their full potential.
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Reforms must be based on the long-term vision of transforming India into a global
economic power in the next 20 to 25 years. It will be of utmost importance that all
sections of society are educated about the long-term benefits of reform in order to
mobilize public support.

Future economic reforms must be seen and experienced as not only good
economics but also good politics. Two paradigm shifts in the reforms, backed up
by the effective fulfilment of the promises made, will help to garner the support of
the Indian people. First, these reforms must aim to raise the productivity of Indian
labour and improve the work culture and, over time, provide significant rewards
to the people of India by spurring growth, providing a higher level of real wages,
and generating wider avenues for employment and re-employment. Growth with
employment is the most effective strategy for eliminating poverty and improving
the quality of life of the people. Second, the reforms must aim to directly benefit
Indian consumers. Over a reasonable time span, the reforms must reduce prices
of goods and services including public goods, improve their quality, and allow
much more freedom of choice by maximizing the benefits of healthy competition.
This will further expand the size of the market—both domestic and international—
and provide incentives to entrepreneurs to raise their investment, output, and
employment. A combination of more productive labour and pro-consumer economic
reforms will be a win-win, proving to be both good economics and good politics.

In the political field, electoral reforms should take place which would ensure
efficient representation. All this presupposes that Members of Parliament will want
to contribute actively to governance. This may not be accurate, given the enormous
responsibilities most of them have with regard to massive electorates, where they
fulfil a variety of roles. They have to promote infrastructural development and find
employment, they have to resolve disputes and coordinate with a host of officials
belonging to a range of departments. And, in doing all this, they have to compete
against other Members of Parliament working in precisely the same areas.
Obviously to be successful they have to also raise adequate resources for initiatives
and support mechanisms.

The important thing here is that areas should be able to select individuals
they think would represent them most effectively. Such individuals could then
concentrate on the welfare of the people in the area they represent. And also they
will certainly be able to play a more knowledgeable role in Consultative Committees
since they would be more acutely aware of the implications of policies for their
particular areas. They could also play with regard to private business a more
coherent role in ensuring attention to the particular problems of the areas they
represent.

Check Your Progress

10. What is ‘good governance’?

11. What determines the attributes of good governance?

12. What is the central objective of transition through economic
liberalization?
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5.6 LOKPAL AND LOKAYUKTA

The Administrative Reforms Commission (ARC) headed by Morarji Desai
submitted a special interim report on ‘Problems of Redressal of Citizen’s
Grievances’ in 1966. In this report, the ARC recommended the setting up of two
special authorities designated as ‘Lokpal’ and ‘Lokayukta’ for the redressal of
citizens’ grievances.

The ARC recommended the creation of Ombudsman-type institution namely
the Lokpal at the Centre and the Lokayukta at the State level. The Scandinavian
Institution of Ombudsman is the earliest institution for the redressal of public
grievances, first established in Sweden in 1809. The Ombudsman Institution is
based on the principle of administrative accountability to Parliament. The Institution
refers to an officer appointed by the legislature to handle complaints against
administrative and judicial action.

The Lokayukta helps people bring corruption to the fore mainly among the
politicians and officers in the government service. It is to be noted that the Lokayukta
conducts raids. But surprisingly, it does not have binding powers to punish anyone.
Owing to this, many acts of the Lokayukta have not resulted in criminal or other
consequences for those charged.

The features of these institutions as given by ARC are:

 They should be demonstrably independent and impartial

 Their investigations and proceedings should be conducted in private and
should be uniform in character

 Their appointment should be, as far as possible, non-political

 Their status should compare with the highest judicial functionary in the country

 They should deal with matters in the discretionary field involving acts of
injustice, corruption and favouritism

 Their proceedings should not be subjected to judicial interference, and they
should have the maximum latitude and powers in obtaining information
relevant to their duties

 They should not look forward to any benefit or pecuniary advantage from
the executive government

Based on the recommendations of ARC, many attempts were made from
1968 onwards for the establishment of Lokpal at the Central level. The Government
of India introduced bills for this purpose in Parliament in 1968, 1977, 1985, 1990,
1998 and 2001. The Lokpal Bill introduced in 1977 brought in the Prime Minister
as well as Members of Parliament under its purview. While the 1985 Bill excluded
the Prime Minister from the jurisdiction of Lokpal. The Bill on Lokpal introduced
in Parliament recently has brought in Prime Minister and other ministers again
under Lokpal’s jurisdiction. Unfortunately, these bills have not yet been passed in
Parliament.
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Lokayukta

The Ombudsman established at the level of states in India is known as the Lokayukta.
Many state governments have established the office of the Lokayukta and Up-
Lokayukta. Establishing Lokayukta is not mandatory on the part of states. Thus,
the office of the Lokayukta exists in Maharashtra (1971), Bihar (1973), Uttar
Pradesh (1975), Madhya Pradesh (1981), Andhra Pradesh (1985), Himachal
Pradesh (1985), Karnataka (1985), Assam (1986), Gujarat (1986), Punjab
(1995), Delhi (1996) and Haryana (1996). Kerala is also in a process of establishing
this office. Orissa was the first state to pass ombudsman legislation in 1970 and
also the first to abolish the institution in 1993. The appointment of the Lokayukta
and Up-Lokayukta is made by the Governor who is the executive head in the
states. The Lokayukta Acts provide that the Governor shall appoint Lokayukta
and Up-Lokayukta in consultation with the Chief Justice of the High Court of the
state and the leader of the opposition in the legislative assembly.

Terms and conditions of office

The term of the Lokayuktas and Up-Lokayuktas has been fixed for five years.
The Assam Act, however, prescribes an upper age limit of 68 years. The status
prescribed for the Lokayukta is equal to that of the Chief Justice of a High Court
or a judge of the Supreme Court of India and that of Up-Lokayukta to the judge
of a High Court and in any other case to an additional secretary to the Government
of India. With a view to ensure independence and impartiality, the Lokayukta and
Up-Lokayukta have been debarred from being a member of parliament or a state
legislature, and prohibited from keeping any connection with political parties. After
relinquishing office, they have been made ineligible to hold another office under
their respective state governments. All state Acts expressly prohibit the
reappointment of the Lokayuktas. The Lokayukta and Up-Lokayukta can be
removed from office by the Governor for misbehaviour or incapacity. The
procedure prescribed for the removal of the Lokayukta is almost the same as
provided for in the Constitution of India for the removal of judges of the High
Court or the Supreme Court.

Jurisdictional area

The Lokayukta and Up-Lokayukta have been granted powers to investigate any
action, which is taken by or with the general or specific approval of a minister or a
secretary, or any other public servant. Thus, all administrative actions from the
level of ministers to the lower levels are subjected to scrutiny by the Lokayukta
and Up-Lokayukta. Certain other categories of officials like Chairman of Zila
Parishad and other local bodies have also been included within the purview of the
Lokayukta.

Procedure of investigation

After making preliminary investigations, where the Lokayukta or Up-Lokayukta
proposes to conduct investigation, he forwards a copy of the complaint to the
officer and to the competent authority concerned. Any proceeding before the
Lokayukta and Up-Lokayukta has to be conducted in private and the identity of
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the complainant or the person complained against is not to be disclosed at any
stage of investigation. The Seventh All-India Conference of Lokpals, Lokayuktas
and Up-Lokayuktas held in Bangalore, in January 2003, stressed on the following
provisions:

 There is a need to bring out Lokayukta Act to bring uniformity and to make
the institution independent of the political executive.

 If Parliament brought in a law, the appointment of Lokayuktas could be
based on the recommendations of the Chief Justice of India in consultation
with the Chief Justice of respective High Court. This will ensure tenure,
protection of salary and emoluments and a sound procedure for their
removal.

 The staff deputed to the Lokayukta should be given protection.

 Reports of the Lokayukta should be made binding on the government in so
far as it is related to the government servants.

 Lokayukta should bring out an annual report about their functioning and this
should be made public.

 Lokayukta should be made easily accessible to the public.

The first Lokpal Bill was proposed by Mr Pacos in 1968 and passed in the
4th Lok Sabha in 1969 but could not get through the Rajya Sabha. Subsequently,
Lokpal bills were introduced in 1971, 1977, 1985, 1989, 1996, 1998, 2001,
2005 and 2008, but were never passed.

The Lokpal Bill provides for filing complaints of corruption against the prime
minister, other ministers, and MPs with the Ombudsman. The Administrative
Reforms Commission (ARC) while recommending the constitution of Lokpal was
convinced that such an institution was justified not only for removing the sense of
injustice from the minds of deeply affected citizens, but also necessary to instil
public confidence in the efficiency of the administrative machinery. Following this,
the Lokpal Bill was for the first time presented during the fourth Lok Sabha in
1968, and was passed in 1969. However, while it was pending in the Rajya Sabha,
the Lok Sabha was dissolved, and so the Bill was not passed at that time. The Bill
was revived several times in the subsequent years. Each time, after the Bill was
introduced to the House, it was referred to some committee for improvements
such as a joint committee of parliament, or a departmental standing committee of
the Home Ministry and before the government could take a final stand on the
issue, the house was dissolved again.

Several conspicuous flaws have been cited in the recent draft of the Lokpal
Bill. The basic idea of the Lokpal is borrowed from the office of Ombudsman,
which has Administrative Reforms Committee of a Lokpal at the Centre, and
Lokayukta(s) in the states. Since recently, in 2011, there has been a public demand
and agitation led by civil society organizations to pass the Lokpal Bill in Parliament.
The Jan Lokpal Bill (Citizen’s Ombudsman Bill) was being prepared by civil society
organizations and activists to replace Lok Pal Bill drafted by the government in
power. The objective of this draft anti-corruption bill was to seek the appointment
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of a Jan Lokpal, an independent body that would investigate corruption cases,
complete the investigation within a year and ensure that the trial is over in the next
one year.

The Bill was drafted by Justice Santosh Hegde (former Supreme Court
Judge and former Lokayukta of Karnataka), Prashant Bhushan (Supreme Court
Lawyer) and politician and activist Arvind Kejriwal. The drafted Bill envisaged a
system where a corrupt person found guilty would go to jail within two years of
the complaint being made and his ill-gotten wealth will be confiscated. It also
sought power for the Jan Lokpal to prosecute politicians and bureaucrats without
government permission. Retired IPS officer Kiran Bedi and other known people
like Swami Agnivesh, Sri Sri Ravi Shankar, Anna Hazare and Mallika Sarabhai
were also part of the movement, called India Against Corruption. The movement
was an expression of collective anger of the people of India. On 27 December
2011, the Lokpal Bill was passed by the Lok Sabha after a day long debate and
amendments but could not pass in the Rajya Sabha. In 2013, the Indian Parliament
finally passed the Lokpal and Lokayuktas Act. Retired Supreme Court judge
Pinaki Chandra Ghose was appointed as the first Lokpal of India in 2019.

Salient Features of the Lokpal and Lokayuktas Act, 2013

As mentioned on PIB’s website, the following are some of the important features
of the Lokpal and Lokayuktas Act, 2013:

 Lokpal at the Centre and Lokayukta at the level of the States.

 The Lokpal will consist of a Chairperson and a maximum of eight Members,
of which fifty percent shall be judicial members.

 Fifty per cent of members of Lokpal shall be from amongst SC/ST/OBCs,
Minorities and Women.

 The selection of Chairperson and Members of Lokpal shall be through a
Selection Committee consisting of:-

o Prime Minister;

o Speaker of Lok Sabha;

o Leader of Opposition in the Lok Sabha;

o Chief Justice of India or a sitting Supreme Court judge nominated by
CJI;

o Eminent jurist to be nominated by the President of India on the basis of
recommendations of the first four members of the Selection Committee.

 Prime Minister has been brought under the purview of the Lokpal.

 Lokpal’s jurisdiction will cover all categories of public servants.

 All entities receiving donations from foreign source in the context of the
Foreign Contribution Regulation Act (FCRA) in excess of Rs. 10 lakhs per
year are brought under the jurisdiction of Lokpal.

 Provides adequate protection for honest and upright Public Servants.
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 Lokpal will have power of superintendence and direction over any
investigation agency including CBI for cases referred to them by Lokpal.

 A high-powered Committee chaired by the Prime Minister will recommend
selection of the Director, CBI.

 Directorate of Prosecution headed by a Director of Prosecution under the
overall control of Director;

 The appointment of the Director of Prosecution, CBI on the recommendation
of the Central Vigilance Commission;

 Transfer of officers of CBI investigating cases referred by Lokpal with the
approval of Lokpal;

 The Act also incorporates provisions for attachment and confiscation of
property acquired by corrupt means, even while prosecution is pending.

 The Act lays down clear timelines for Preliminary enquiry & investigation
and trial and towards this end, the Bill provides for setting up of Special
Courts.

 A mandate for setting up of the institution of Lokayukta through enactment
of a law by the State Legislature within a period of 365 days from the date
of commencement of the Act.

Jurisdiction and Functions

As mentioned on the official website of Lokpal of India, the following is the
organizational structure of the Lok Pal:

 The Lokpal has jurisdiction to inquire into allegations of corruption against
anyone who is or has been Prime Minister, or a Minister in the Union
government, or a Member of Parliament, as well as officials of the Union
Government under Groups A, B, C and D. Also covered are chairpersons,
members, officers and directors of any board, corporation, society, trust or
autonomous body either established by an Act of Parliament or wholly or
partly funded by the Union or State government. It also covers any society
or trust or body that receives foreign contribution above ¹ 10 lakh (approx.
US$ 14,300/- as of 2019).

 A complaint under the Lokpal Act should be in the prescribed form and
must pertain to an offence under the Prevention of Corruption Act, 1988
against a public servant. There is no restriction on who can make such a
complaint. When a complaint is received, the Lokpal may order a preliminary
inquiry by its Inquiry Wing or any other agency, or refer it for investigation
by any agency, including the CBI, if there is a prima facie case.

 Before ordering of an investigation by an agency, the Lokpal shall call for an
explanation from the public servant to determine whether a prima facie case
exists. This provision, the Act says, will not interfere with any search and
seizure that may be undertaken by the investigating agency. The Lokpal,
with respect to Central government servants, shall refer the complaints to
the Central Vigilance Commission (CVC). The CVC will send a report to
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the Lokpal regarding officials falling under Groups A and B; and proceed
as per the CVC Act against those in Groups C and D.

 The Inquiry Wing or any other agency will have to complete its preliminary
inquiry and submit a report to the Lokpal within 60 days. It has to seek
comments from both the public servant and “the competent authority”, before
submitting its report. There will be a “competent authority” for each category
of public servant as defined under the Act.

 A Lokpal Bench shall consider the preliminary inquiry report, and after
giving an opportunity to the public servant accused of corruption for his/her
defence, decide whether it should proceed with the investigation. It can
order a full investigation, or direct to start departmental proceedings or
close the proceedings. It may also proceed against the complainant if the
allegation is false. The preliminary inquiry should normally be completed
within 90 days of receipt of the complaint.

 After the investigation, the agency ordered to conduct the probe has to file
its investigation report in the court of appropriate jurisdiction, and a copy of
the report has to be filed before the Lokpal. A Bench of at least three
members will consider the report and may grant sanction to the Prosecution
Wing to proceed against the public servant based on the agency’s charge-
sheet. It may also ask the competent authority to take departmental action
or direct the closure of the report. Previously, the authority vested with the
power to appoint or dismiss a public servant was the one to grant sanction
under Section 197 of the Code of Criminal Procedure and Section 19 of
the Prevention of Corruption Act. Now this power will be exercised by the
Lokpal.

 The lokpal is vested with the power of search and seizure and also powers
under the Civil Procedure Code for the purpose of conductiong preliminary
inquiry & investigation and power of attachment of assets and taking other
steps for eradication of corruption.

 Lokpal will have power of superintendence and direction over any central
investigation agency including CBI for cases referred to them by the Lokpal.

Organizational Structure

As mentioned on the official website of Lokpal of India, the following is the
organizational structure of the Lok Pal:

 Lokpal consists of a Chairperson and eight Members out of whom 50%
are Judicial Members. The Chairperson and the Members are appointed
by the President of India by warrant under his hand and seal and hold office
for a term of five years from the date on which they enter upon the office or
until they attain the age of 70 years, whichever is earlier. The salary,
allowances and other conditions of services of the Chairperson are the
same as that of Chief Justice of India. The salary, allowances and other
conditions of services of the Members are the same as that of a Judge of
the Supreme Court.
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 Lokpal will have two main branches and will discharge its functions through
these two.

1. The Administrative branch will be headed by an officer of the rank of
Secretary to Govt of India and will have in its fold:

a. Inquiry/ Investigation branch to be headed by an officer not below
the rank of Additional Secretary to Govt of India

b. Prosecution wing to be headed by an officer not below the rank
Additional Secretary to Govt of India

c. Central Registry

d. Scrutiny wing

e. Establishment, Coordination, Media and Publication

f. Budget, Finances and Accounts

2. The Judicial Branch will be headed by a Judicial officer of appropriate
level and will assist the Lokpal discharge their judicial functions.

Both these branches will be appropriately staffed.

Role of Lokayukta

Lokayukta investigates cases of corruption, and where substantiated, recommends
action. He is a great check on corruption, brings about transparency in the system,
and makes administrative machinery citizen friendly. His functions largely depend
upon jurisdiction vested in him and facilities provided for taking cognizance of
citizens’ grievances promptly, dexterously and expeditiously through simple, informal
mechanism devoid of technicalities.

He provides for inquiry/investigation into complaints of corruption against
public servants. He protects Citizens’ Right against mal-administration, corruption,
delay, inefficiency, non-transparency, abuse of position, improper conduct etc.
The procedure to be followed is informal and inexpensive, and technicalities do
not come in the way. Each complaint is supported by an affidavit, making out a
case for inquiry. He is a representative of the Legislature, powerful friend of the
citizens for acting against officials’ actions, inaction or corruption. He is not anti-
administration, but, rather helps in humanizing relations between the public and the
administration, and acts as a step forward in establishing an ‘Open Government’
for securing respect for the rule of law. He is an educator aiming at propagating the
prevention of corruption, inefficiency and mal-administration in governance.

The role of Lokayukta is necessary in providing a mechanism which can
balance the fundamental requirement that governments must be able to govern but
with appropriate accountability.

Effectiveness of Lokayukta is related to his primary objective—to ensure
that the constitutional state is maintained, that public authorities respect citizens’
rights and laws and that administrative problems are corrected such as elimination
formalities, reduced delays, revision of discretionary decision-making processes
etc. Consequently, this mission is divided into two parts: (a) monitoring and (b)
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correcting, if necessary, public authorities’ behaviour. This is why the Lokayukta’s
effectiveness, or his success in getting his recommendations implemented by public
authorities, relies on his ability to make public authorities accept and understand
his recommendations. This is why he ensures that public authorities are aware of
his intervention criteria, the general scale according to which he evaluates the
government’s administrative behaviour. It makes his general intervention policies
public, the population, public authorities and media are better able to understand
the rationale for any possible recommendations that he could make in a case
under his scrutiny, no matter what the nature of the investigations.

Lokpal

The Lokpal is the first institution of its kind in independent India, established under
the Lokpal and Lokayuktas Act 2013 to inquire and investigate into allegations of
corruption against public functionaries who fall within the scope and ambit of the
above Act.

The Lokpal of India is committed to address concerns and aspirations of
the citizens of India for clean governance. It shall make all efforts within its
jurisdiction to serve the public interest and shall endeavour to use the powers
vested in it to eradicate corruption in public life.

India is a signatory to the United Nations Convention against Corruption.
The commitment of the Government to provide clean and responsive governance
is reflected in passing of the legislation and creation of the body of Lokpal, to
contain and punish acts of corruption.

This is what the then Secretary General of United Nations has had to say on
the adoption of the resolution by the Member States:

“Corruption is an insidious plague that has a wide range of corrosive effects
on societies. It undermines democracy and the rule of law, leads to violations of
human rights, distorts markets, erodes the quality of life and allows organized
crime, terrorism and other threats to human security to flourish. This evil
phenomenon is found in all countries – big and small, rich and poor – but it is in the
developing world that its effects are most destructive. Corruption hurts the poor
disproportionately by diverting funds intended for development, undermining a
Government’s ability to provide basic services, feeding inequality and injustice
and discouraging foreign aid and investment. Corruption is a key element in
economic underperformance and a major obstacle to poverty alleviation and
development.”

Jurisdiction and Functions of Lokpal

The Lokpal has jurisdiction to inquire into allegations of corruption against anyone
who is or has been Prime Minister, or a Minister in the Union government, or a
Member of Parliament, as well as officials of the Union Government under Groups
A, B, C and D. Also covered are chairpersons, members, officers and directors
of any board, corporation, society, trust or autonomous body either established
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by an Act of Parliament or wholly or partly funded by the Union or State government.
It also covers any society or trust or body that receives foreign contribution above
 10 lakh (approx. US$ 14,300/- as of 2019).

A complaint under the Lokpal Act should be in the prescribed form and
must pertain to an offence under the Prevention of Corruption Act, 1988 against a
public servant. There is no restriction on who can make such a complaint. When a
complaint is received, the Lokpal may order a preliminary inquiry by its Inquiry
Wing or any other agency, or refer it for investigation by any agency, including the
CBI, if there is a prima facie case. Before ordering of an investigation by an agency,
the Lokpal shall call for an explanation from the public servant to determine whether
a prima facie case exists. This provision, the Act says, will not interfere with any
search and seizure that may be undertaken by the investigating agency. The Lokpal,
with respect to Central government servants, shall refer the complaints to the Central
Vigilance Commission (CVC). The CVC will send a report to the Lokpal regarding
officials falling under Groups A and B; and proceed as per the CVC Act against
those in Groups C and D.

The Inquiry Wing or any other agency will have to complete its preliminary
inquiry and submit a report to the Lokpal within 60 days. It has to seek comments
from both the public servant and “the competent authority”, before submitting its
report. There will be a “competent authority” for each category of public servant
as defined under the Act.

A Lokpal Bench shall consider the preliminary inquiry report, and after
giving an opportunity to the public servant accused of corruption for his/her defence,
decide whether it should proceed with the investigation. It can order a full
investigation, or direct to start departmental proceedings or close the proceedings. It
may also proceed against the complainant if the allegation is false. The preliminary
inquiry should normally be completed within 90 days of receipt of the complaint.

After the investigation, the agency ordered to conduct the probe has to file
its investigation report in the court of appropriate jurisdiction, and a copy of the
report has to be filed before the Lokpal. A Bench of at least three members will
consider the report and may grant sanction to the Prosecution Wing to proceed
against the public servant based on the agency’s charge-sheet. It may also ask the
competent authority to take departmental action or direct the closure of the report.
Previously, the authority vested with the power to appoint or dismiss a public
servant was the one to grant sanction under Section 197 of the Code of Criminal
Procedure and Section 19 of the Prevention of Corruption Act. Now this power
will be exercised by the Lokpal.

The Lokpal is vested with the power of search and seizure and also powers
under the Civil Procedure Code for the purpose of conducting preliminary inquiry
& investigation and power of attachment of assets and taking other steps for
eradication of corruption.

Lokpal will have power of superintendence and direction over any central
investigation agency including CBI for cases referred to them by the Lokpal.
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Lokpal has two main branches and discharges its functions through these
two.

1. The Administrative branch headed by an officer of the rank of Secretary
to Govt of India and has in its fold:

a. Inquiry/ Investigation branch to be headed by an officer not below
the rank of Additional Secretary to Govt of India

b. Prosecution wing to be headed by an officer not below the rank
Additional Secretary to Govt of India

c. Central Registry

d. Scrutiny wing

e. Establishment, Coordination, Media and Publication

f. Budget, Finances and Accounts

2. The Judicial Branch headed by a Judicial officer of appropriate level.

All the administrative and judicial functions are facilitated through a work
flow application. The complainant as well as other concerned parties are informed
of the status of their respective cases by way of text messages on cell phones
(sms) as well as e-mails (if email id is known).

5.7 E-GOVERNANCE

E-governance is a form of e-business in governance comprising processes and
structures involved in deliverance of electronic service to the public, i.e., citizens.
It also involves collaborating with business partners of the government by conducting
electronic transaction with them. Besides, it entails enabling the general public to
interact with the government, through electronic means, for getting the desired
services. In other words, e-governance means application of electronic means in
the interaction between:

 Government and citizens

 Government and business

 Internal government operation

Ultimately, the aim is to simplify and improve governance and enable people’s
participation in governance through mail and internet.

E-governance is much more than just preparing some website. It ranges
from the use of the Internet for the dissemination of plain web based information at
its simplest level to services and online transactions on the one hand and utilising
IT in the democratic process itself, i.e., election on the other hand.

E-governance implies e-democracy, wherein all forms of interaction between
the electorates, that is general public, and the elected, which is the government,
are performed electronically. E-government, as distinguished from e-governance,
comprises a pragmatic application. It also comprises the usage of the most
innovative technologies in computer and communication technologies. This may
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include Internet technology, for delivering efficient and cost effective services, and
information and knowledge to the citizens.

Various manifestations of e-governance initiative will be in terms of the government
delivering services to citizens for transacting business, offering general information,
or conducting interactions with the general public and business using such IT tools
as:

 Email

 Internet websites publishing

 WAP application and publishing

 SMS connectivity

 Intranet development and usage

 Promotion of the citizen access

The advent of these other components and of Information and Communication
Technology (ICT) as a highly leveraged enabling tool for delivery of services in the
public and private sector has now been universally recognised. This has resulted in
a redefinition of the fundamental concept of governance and also in recognising its
potential to change both institutions and delivery mechanisms of services for
betterment of people.

Why E-Governance

The fundamental motivation for the campaign of e-governance in India and
elsewhere is a slogan-to provide SMART government ‘SMART’ being an acronym
for Simple, Moral, Accountable, and Responsive Government, a laudable ideal,
though difficult to achieve in reality. Thus, we may conceive a smart village or
smart municipality or a smart state, all very difficult, but ideal models.
Notwithstanding the difficulties involved in achieving this, a clear object of e-
governance can be cutting the cost of governance and also minimizing the
complexities of procedures by possible business process reengineering. The
concomitant benefit is empowerment of people through what is called
‘disintermediation’; in other words, eliminating the middleman or tout between the
government and the people. For example, by doing so, property tax assessment
and collection system can reduce the element of corruption in the system apart
from increasing consumer convenience. The online system based on the internet
will introduce contact with mediating officials, thereby reducing the possibility of
malpractice. This does not, however, mean that the primary objective of e-
governance is tackling corruption, even though it may be fallout of e-governance.

Evidently, the objectives of achieving such e-governance go far beyond
mere simple computerization of standalone back office operation in government
offices. It should mean a drastic change in the way the government operates, and
this means a new and redefined set of responsibilities for the executive, legislative
and the judiciary. This requires bringing about a social catharsis, which needs to
be done in a comprehensive, concerted and planned manner.
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Historically, it was in Chile that a real e-governance initiative was taken up
as early as in 1972, when the IT applications were unheard of in government and
were limited even in business. They used techniques of IT not to just make
government paperless or less of paper, but, to perform government work efficiently.
They realized that transparency is the ability to regulate the conditions, not the
transactions. Professor Stafford Beer implemented for President Allende of Chile,
the first e-governance software that would help the government survive a sever
crisis. The question that was asked to and answered by the software was whether
the government would survive by getting adequate grip and control over the situation
in time of a severe inflationary crisis due to economic blockade resulting from
stopping of copper exports. The software did help in restoring prices back to
normal, thus making the government survive. Chile thus became the first country
to successfully implemented e-governance.

As the wind of e-governance blow widely through public organizations
across the world, more and more governments in different countries have been
harnessing the Internet and the power of IT to provide services of varied nature as
illustrated in Figure 5.1.

G-to-G (Government to Government-within and across 
the Government)

G-to-C (Services by the Government to Citizens)

C-to-G (interaction of Citizens with the Government)

G-to-B (Service of the Government to Business)

B-to-G (Business interaction with the Government)

Fig. 5.1 Functions of IT

E-Governance in India

India is a classical land of diversity. This diversity spans across the culture, tradition,
language, geography and the economic condition of the people. It is a country in
which number of people are below poverty line. This includes people residing in
underdeveloped areas, people of lower castes, street children, urban poor and
rural poor.

The vulnerability of these sections of society has increased with globalisation
and this section is prone to become even more marginalised-economically and
socially.

Successive governments have committed themselves to addressing these
divides, but effective implementation of various economic development programmes
aimed at individuals belonging to these sections of society has proved an elusive
goal. The Government of India recognises that the e-governance, in the context of
developing countries, provides excellent opportunity for improving governance.
Used imaginatively, it is a trigger for introducing various administrative reforms.
These changes could not only go a long way in improving the quality of life of these
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sections of society, but could actually provide them more equitable access to
economic opportunities than ever before. In this context, the Government of India
views e-governance as a considerable instrument that is mainly created for changing
the role and function of the governance and for enhancing the services quality that
they usually provide to the citizens.

India’s experience in e-governance/ICT initiatives has demonstrated
significant success in improving accessibility, cutting down cost, reducing corruption,
extending help and increased access to un-served groups. In this phase of
experimentation, e-government initiatives have reached millions of people belonging
to these sections of society. Improved access to information and services has
provided economic and social development opportunities, facilitated participation
and communication in policy and decision making processes and empowerment
of the weakest groups. This has led to fostering a sense of ownership and building
of social capital, which in turn, constitutes a basis for local revitalisation.

The Government of India, in various forums, has indicated its commitment to
provide efficient and transparent government to all strata of society. E-governance
is now mainly seen as a key element of the country’s governance and administrative
reform agenda. The Government of India inspires to provide:

 Governance that is easily understood by and accountable to the citizens,
open to democratic involvement and scrutiny.

 Citizen-centric governance that will cover all its services and respect everyone
as individuals by providing personalised services.

 An efficient government that delivers maximum value for taxpayers’ money.

Hence, the Government of India views e-governance as a vehicle to initiate and
sustain reforms by focussing on three broad areas:

(i) Transparency
(ii) People’s participation
(iii) Promotion of a democratic society

While pursuing these goals, it is recognised that the motivation and imperatives
for adopting e-governance in a developing country like India are vastly different
from those in developed countries. In countries like India, there was hardly any
significant back end computerization in government before the advent of the Internet.
Consequently, while planning e-governance projects today, the ubiquity,
convenience and power of the Internet can be factored right from the planning
stage itself. Moreover, it is neither the availability constraint nor the cost of manpower
that is the drive for e-governance. Primarily, the motivations are higher efficiency,
transparency, accessibility and accountability as well as reduction of procedural
complexity that breeds corruption. It is also a realisation that there is no other way
to effectively provide services to a population of over one billion people.

Besides, the economic and social environment is very different in India
compared with that in a developed country. Here, the per-capita income is much
lower. Telephone, PC, and penetration levels are low in comparison. Availability of
reliable electric power supply is still a problem, particularly in rural areas. Universal
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literacy is still a distant goal; IT literacy is very low, both in absolute and relative
terms. India has 22 official languages. Several hundreds of dialects are spoken all
over the country. Less than 5 per cent of the population can speak English. Hence,
e-governance needs to be planned with reference to these ground realities.

Initiatives till date

Recognising that e-governance is playing an increasingly important role in modern
Governance, various agencies of the government and civil society organisation
has taken a large number of initiatives across the country. Indicated below are
some of the key initiatives taken in the country across some of the important
citizens and business related departments:

AP Online (State Government of Andhra Pradesh)

An Integrated Citizen Services Portal providing citizen centric services such as:
Birth/Death Certificates, Property Registration, Driver’s License, Government
Applications and Forms, Payment of taxes/utility bills, etc.

Bhoomi: Automation of land records (State government of Karnataka)

It offers computerised Record and Right Tenancy & Crops (RTC). This is mainly
needed to obtain bank loans, settle land disputes etc. It also ensures increased
transparency and reliability, curbing of exploitation and oppression of farmers,
and significant reduction in corruption. The project of Bhoomi-Automation of Land
Records has benefited 20 million rural land records covering 6.7 million farmers.

CARD: Registration project (State government of Andhra Pradesh)

Computerisation Administration Registration Department (CARD) has affected
10 million citizens for over a period of three years. It has completed registration of
2.8 million titles with titles searches made in 1.4 million cases. The system ensures
transparency in valuation of property and efficient document management system.
The estimated saving of 70 million man-hours of citizen time valued at ‘ 175 Crores.
Similar initiatives in other states like SARITA (State Government of Maharashtra),
STAR (Sate Government of Tamil Nadu), etc. have further built upon this initiative.

Gyandoot: Intranet in tribal district of Dhar (State government of Madhya
Pradesh)

This project offers e-governance services including the following:

 Online registration of application

 Rural e-mail facility

 Village auction site

 Information on farm products market rates (mandi)

 Online public grievance redressal

 Caste and income certificates

 Rural market
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Lokmitra: (State government of Himachal Pradesh)

This offers e-governance services to its citizens such as:

 Online registration of application

 Rural e-mail facility

 Village auction site

 Information on farm products market rates (mandi)

 Online public grievance redressal

 Sending and receiving information regarding land records, caste certificate,
income certificates and other official documents

 Market rate of fruits and vegetables and other items e-Mitra- Integrated
Citizen Services Centre (State Government of Rajasthan)

 Implemented using a PPP (Public Private Partnership) model.

 Private Partner paid by the government department/agency

 G2C services like:

o Payment of electricity, telephone and water bills

o Ticket Reservation

o Payment of Taxes

o Filing of Passport Applications

o Registration of birth/death

o  Payment by cash, cheque or credit card

The above cases of e-governance initiatives are only illustrative. Many of the state
government have successfully implemented such initiatives which have positively
impacted the like of citizens. Hence, e-governance provides an excellent
opportunity for India to radically improve the quality of governance and thereby:

 Allow for two-way communication between government and citizen not
only for services delivery but also to receive opinion of citizen on policies
and government performance.

 Provide greater access to excluded groups, who have few opportunities to
interact with government and benefit from its services and schemes.

 Include all sections of the society in the mainstream of development.

 Enable rural and traditionally marginalised segments of the population to
gain fast and convenient access to services in their own neighbourhoods.

E-Governance in Public Administration

In India, public administration is mainly concerned with three branches, Judiciary,
Executive and Legislature, performing action at national level, state level and
grass-root level. All these administrative branches have to meet the needs and
aspirations of a diverse society, which has a plethora of significant ethnic, linguistic
and religious communities, and pressure/interest groups.
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Therefore, good governance is very essential for the people as, it provides
prospects and appropriates delivery of goods and services in an effective way.
But for proper functioning of government in Public Administration, information is
very important. It is a fundamental resource and has its relevance in industrial
development, social development, agricultural development and rural development.
The progress of a nation is mainly dependent on the use and application of social
information, technical information and scientific information. Here, the Information
and Communication Technology (ICT), and Informatics Networks are gradually
considered as a tool for development.

In India, the government acts as a source or major generator of social and
economic information for public and own use. In most of the government
departments, the process of information collection is a decentralized action between
the Central Government and different State Governments. For shaping the future
performance of economic development and social development of a nation, flexibility
in information is a basic necessary.

Harnessing the revolution of information for poverty alleviation, social
cohesion and economic development in the 21st century is the subject for various
National and International Conference. Informatics Network plays an imperative
in the flow of information, with great pace, from the performance level to the
advanced planners at micro (district, block, and village) levels, meso (state) levels,
macro-meso (region covering more than one state) levels and macro (national).

Number of challenges and opportunities has been thrown by follow-ups, feedback,
transaction, and Instantaneous global communication. Some of them are:

 Learning and counter learning

 Mobilisation and counter mobilisation

 Opinion creating and violating

 Progress and counter progress

In India, the distributed databases are those that cover the ends of networking
the technologies of database that will bring ‘power to the people’ for carrying and
planning responsive administration. Synthesis of Remote Sensing Technology, GIS
Technology, Bio-Technology and Information Technology help in bringing various
Science and Technology tools for rural development in the nation.

The Indian government in the year 1975 purposefully decided to take efficient
steps for expansion and growth of information systems and operation of information
resources, and also to set up support system that was mainly computer-based in
government ministries and departments. This move was mainly taken by the
government to make possible planning and implementation of programmes for the
growth and development of the economic and social sector.

The Central government has a vision which stated that the government
administration and its development will also improve the technical aspects of society
as a whole.

Looking at this aspect, the government at Centre developed a high priority
plan project named National Informatics Centre (NIC). This was mainly developed
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in the year 1976 under the Electronics Commission/Department of Electronic and
with the help of the United Nations Development Programme (UNDP). This
planned assessment to rise above ‘Digital Divide’ in Central Government
Departments and Ministers, occupied during the Fifth Plan Period, resulted in
introduction of the Central Government Informatics Development Programme in
diverse Departments and Ministers with the help of National Informatics Centre
(NIC). The Central Government of India in the year 1999 also developed a new
Ministry of Information Technology (MIT) by integrating the Electronic and Software
Export Promotion Council, National Informatics Centre (NIC), DOE.

In the Ministry of Information Technology (MIT), the National Informatics
Centre (NIC) is considered to be the nodal S&T organisation which is mainly
created for corporate and cooperative sectors to support the decision, networking
in government, and for informatics development.

In most of the Governmental departments that function in the Central, State,
and District levels, NIC is one of the most important instruments of Information
and Communication Technology (ICT) applications. It helps in improving the
services of the government; bring transparency in the various functions of the
government and last but not the least, it also helps in improving the decentralised
management and planning. In order to perform all these functions, the NIC on a
national scale has also established ICT Network- NICNET-with gateway nodes
at about 550 District Collectorate, 35 State/UT Secretariats, and about 55 Central
Government Departments mainly for IT services. In addition, NIC has also
established a ‘Hub based Wireless Data Network’ in most of the state capitals.
This usually helps in getting high speed access through NICNET. Thus, we find
that NIC has played a vital role in informatics development programme in all levels
of Government.

The widening use of e-governance tools and technologies is leading to
distributed knowledge and power structure. It is changing the political scene and
is reshaping democracy and the way citizens interact with the government. With
the emergence of proactive knowledge societies, government will have no choice
but to constantly improvise to bring in greater efficiency, accountability, and
transparency in their functioning. Today, in Indian Administration, e-governance
has become a part of the government policy for social inclusion. Its strategy is to
enhance the information technology and to help enhance people’s lives. With the
various tools of e-governance, there is a direct participation of the constituents in
the government activities. It has changes the relationship between the citizen and
the government and has brought new concept of citizenship, both in terms of need
and responsibility.

Right to Information

Information is the fundamental democratic right of any human being. Empowering
the public with full information is the fundamental duty of the government. The
people then become the nation’s greatest asset in implementing policies and
programmes of our democratic developing polity. The Right to Information is mainly
made up of different rights and responsibilities namely:
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 Every person’s RIGHT to request information from the government and
even private bodies in some cases;

 The DUTY on the government to make available the information that is
demanded, except defined exception apply;

 The DUTY on the government to disclose proactively information that is of
general public interest without the need for requests from citizens.

The Right to Information has not been mentioned specially anywhere in the
Constitution of India, but it has been recognised by the Supreme Court of the
country long back and has been considered as a fundamental right for proper
functioning of democracy in the country. In India, the Supreme Court has
acknowledged the right to information as a vital part of the right to freedom of
expression and speech guaranteed by the Constitution of India under Article 19
and an essential part of life under Article 21.

The right to information shows the reality that all the information of the
government belongs to the general masses. In other words, all the governmental
information is not supposed to be hidden or held by the government, rather, it
should be held by the people as most of the information is generated by public
money and by public servants. One can have access to avail information about
government decision-making process, policies, decisions, action.

The right to information is not always absolute. There is certain information
that may be kept back. Leaking of such information may harm the interests of the
people, thus it is good to keep those information secret. For instance, information
about army force at the time of war or information about national economic policies
prior to their publication. In all these cases it is valid for government officials to
keep such information closed.

Right to Information can be used by the people to take initiatives in making
sure that the government provides them with the services they are entitled to and
the rights and benefits that are their due as citizens of India.

As we all know that the right to information applies to the whole country, across all
states and Union territories (except Jammu & Kashmir) thus, one can easily avail
information of any state on any topic from the government of that particular state.
One can easily sort the problem or know the numbers through the intelligent use of
the right to information. For instance:

 Parents can ask for details of grants made to government aided schools to
ensure that funds are being spent properly, or check that admission are not
being brought through bribes, or that funds meant for education are not
being diverted for other purposes.

 People holding ration cards can check the stocks and sales registers held
by ration card dealers and the food department to make sure that they are
getting their proper amount of rations and that rations are not being siphoned
off in their name.

 Unemployed people can ask about the criteria for giving government jobs
or the status of their applications and position in the waitlist.
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 Owners of small businesses can find out the basis on which licences, tax
concessions or subsides are granted by government and who the beneficiaries
are. They can also check that the government is granting licences/concessions/
subsidies on the basis of properly applied criteria.

 People can check on the progress of their applications for government
services.

 People can also get the number of death occurred in a government hospitals
and for what reasons or what the shortfall of doctors and nurses is compared
with sanctioned staff.

 People can know the daily attendance of teachers in a government schools.

 People can the number of people being housed in local jails

 Know the number of inspector visit in the factories and other manufacturing
units to check that they are not illegally releasing hazardous materials in the
environment.

Thus, from above points it becomes clear that any citizen of India has the
right to avail any sort of information that is important for him through the Right to
Information Act.

Right to Information Act

It is in this context, the Right to Information Act 2005 came into force with effect
from 12 October 2005. In fact, it marked a new era in the dissemination in public
administration in our country. The main objective of this Act is to provide a right to
all citizens to secure access to information under the control of public authorities
and also to promote transparency and accountability in the working of public
authorities. In other words, the Right to Information Act promotes the maximum
discloser of information. In practice, this means one can get most information that
is held by public authorities, subject to a few exceptions, which are designed to
protect sensitive information from being released, where its release would cause
more harm than public good.

The Act allows the people access to a wide range of information held by public
authorities in different forms. One can use the Act to get:

 Records

 File noting

 Information related to a private body

 Material produced by a computer or other device

 Data which is in electronic form

 Models, samples

 Papers, reports, contracts

 Logbooks, orders, circulars

 Press releases and facsimiles

 Advices, opinions and e-mails

 Microfiche, microfilm, memos and documents
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Under the Act, you have the:

(i) Right to certified copies: One can get certified copies or extract of
documents or records and can even ask to take notes from documents and
records.

(ii) Right to get samples and models: One can ask for certified samples or
materials and models. For instance, one can ask for a sample of a road
being built in front of their house so that they can check whether proper
materials are being used in accordance with the contract.

(iii) Right to inspect records or works: One can ask to inspect any work,
document or record in person. For instance, one can ask to physically
inspect the construction of bridge or installation of a hand pump to make
sure that the work is being undertaken according to proper service standards
or one can examine government files as one way of keeping down costs so
that they decide what papers they want and then ask only for copies of
those they want.

(iv) Right to get information in electronic form: One has the right to get
information in the form of cassettes, videos, tapes, floppies, diskettes and
printouts. The Act has been drafted broadly enough so that even information
held in new types of technology will be covered.

Structure

Public Information Officers have been appointed in both the Central and the State
Government to provide information to those requesting for such information under
the Act. Regular departmental officers have been appointed as Public Information
Officer. But in most cases Public Relations Officers have been designated as Public
Information Officer in the government. They are basically responsible for receiving
and processing applications. They also have a duty to assist requesters who are
having trouble making their applications. The names of the PIOs have to be
prominently displayed on notice boards at all offices and on their websites. Public
authorities and the government have to organise public educational programmes
to advance the understanding of the public as to how to exercise the rights under
the Act. As such the RTI Act brightens the prospects of public relations
communicators.

Process and Method

Applications under the RTI can be made both online and offline. In case of offline,
the details are to be submitted in handwritten or typed application letter submitted
personally or through mail. In case of online applications, the information seekers
are supposed to visit https://rtionline.gov.in/index.php and submit an online
application as per the guidelines mentioned on the website.

The following is the process and method followed for filing an RTI as
mentioned on ‘Guide On Right To Information Act, 2005’ on the official website
of Ministry of Personnel, Public Grievances & Pensions Department of Personnel
& Training:
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 Method of Seeking Information

A citizen, who desires to obtain any information under the Act, should make an
application to the Public Information Officer of the concerned public authority in
writing in English or Hindi or in the official language of the area in which the
application is made. The application should be precise and specific. He should
make payment of application fee at the time of submitting the application as
prescribed in the RTI Rules, 2012. The applicant can send the application by post
or through electronic means or can deliver it personally in the office of the public
authority. The application can also be sent through an Assistant Public Information
Officer.

 Details in the Application

The applicant should make application to the Public Information Officer of the
concerned public authority. He should make all efforts to ascertain as to which the
public authority is concerned with the information.

The applicant should not list out his grievances in the RTI application but
should clearly mention which information or record he would like to seek. Further,
if the drafting of the application is such that it pin points towards the specific
documents required in relation to the information sought, there would be less scope
of ambiguity, thereby resulting in less chances of denial of information by the Public
Information Officer.

 Application Fee

Along with the application, the applicant should send application fee to the Public
Information Officer. In case of Government of India, the prescribed application
fee is Rs. 10/- which can be paid through a demand draft or a banker’s cheque or
an Indian Postal Order payable to the Accounts Officer of the public authority.
que or an Indian Postal Order payable to the Accounts Officer of the public authority.
The payment of fee can also be made by way of cash to the public authority or to
the Assistant Public Information Officer against proper receipt. In case of online
applications to Central Ministries/departments, fee can be paid online through
internet banking of State Bank of India or through Master/Visa credit/debit cards.
(This is not for BPL category persons with valid proof).

The applicant may also be required to pay further fee towards the cost of
providing the information, details of which shall be intimated to the applicant by
the Public Information Officer. The fee so demanded can be paid the same way as
application fee.

 Application Format

There is no prescribed format of application for seeking information. The application
can be made on a plain paper. The applicant should mention the address at which
the information is required to be sent. The information seeker is not required to
give reasons for seeking information.
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 Filing of Appeals

An applicant can file an appeal to the first appellate authority if the information is
not supplied to him within the prescribed time of thirty days or 48 hours, as the
case may be, or is not satisfied with the information furnished to him. Such an
appeal should be filed within a period of thirty days from the date on which the
limit of 30 days of supply of information is expired or from the date on which the
information or decision of the Public Information Officer is received. The first
appellate authority of the public authority shall dispose of the appeal within a
period of thirty days or in exceptional cases within 45 days of the receipt of the
appeal.

If the first appellate authority fails to pass an order on the appeal within the
prescribed period or if the appellant is not satisfied with the order of the first
appellate authority, he may prefer a second appeal with the Information Commission
within ninety days from the date on which the decision should have been made by
the first appellate authority or was actually received by the appellant.

 Filing of Complaints

A person can make a complaint to the Information Commission if he is unable to
submit a request to a Public Information Officer either by reason that such an
officer has not been appointed by the concerned public authority; or the Assistant
Public Information Officer has refused to accept his or her application or appeal
for forwarding the same to the Public Information Officer or the appellate authority,
as the case may be; or he has been refused access to any information requested
by him under the RTI Act; or he has not been given a response to a request for
information within the time limit specified in the Act; or he has been required to
pay an amount of fee which he considers unreasonable; or he believes that he has
been given incomplete, misleading or false information.

Check Your Progress

13. What is e-governance?

14. When did the Right to Information Act come into force?

5.8 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. ‘Development administration’ is the process of guiding an organization
towards the achievement of progressive political, economic, and social
objectives that are authoritatively determined in one manner or another.

2. Development administration has an innovative dimension; it is flexible enough
to design new methods, procedures, policies which would save time, increase
effectiveness and quality.

3. According to Peter W. Rodman, the obstacles to development administration
are many and varied and interconnected, they can be discussed under four
somewhat arbitrary headings: (i) shortages of skills and tools; (ii) difficulties
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of organization and structure; (iii) political difficulties and (iv) cultural and
attitude barriers.

4. The structure of such development administration, i.e., Panchayati Raj has
three different administrative personnel: (i) the village level workers at the
village level, (ii) a group of trained personnel in various fields like agriculture,
cooperation, health, animal-husbandry under the operational control of block
development officer for operative interaction with the villagers’ problems
either directly or through the Panchayat Raj bodies at Panchayat Union
level, and (iii) an all-powerful functionary with authority and coordination at
the district level, i.e., District Collector.

5. Support personnel include middle and lower rank personnel and local
administrators and these comprise the support administration.

6. In the words of Marshall E. Dimock, ‘bureaucracy is the state of the society
in which institutions overshadow individuals and simple family relationships,
stage of development in which division of labour, specialization, organization,
hierarchy, planning and regimentation of large groups of individuals either
by voluntary or involuntary methods, are the order of the day’.

7. Delegated legislation has been defined as, ‘the exercise of minor legislative
power by subordinate authorities and bodies in pursuance of statutory
authority given by Parliament itself.’

8. Panchayati Raj institutions (PRIS) in India comprise the following:

 Gram Sabha

 Panchayat

 Panchayat Samiti

 Zila Parishad

9. The Sarpanch or Chairperson is the head of the Gram Panchayat.

10. ‘Good governance’ is an indeterminate term used in development literature
to describe how public institutions conduct public affairs and manage public
resources in order to guarantee the realization of human rights.

11. Attributes of good governance must be determined by the nation’s vision of
the larger social and economic goals, and the value system it wants to
promote.

12. The central objective of transition through economic liberalization is to
improve the competitive efficiency of the economy in the global marketplace
to sustain accelerated rates of economic growth, and thereby continuously
improve the security and well-being of the people.

13. E-governance is a form of e-business in governance comprising processes
and structures involved in deliverance of electronic service to the public,
i.e., citizens.

14. The Right to Information Act 2005 came into force with effect from 12
October 2005.
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5.9 SUMMARY

 Weidner defined development administration as ‘an action oriented, goal
oriented administrative system. The crux of development administration is
societal change’.

 Development administration is concerned with plans, policies, programmes
and projects, which focuses on nation building and socio-economic
development.

 Development administration has two concepts: (i) administration of
development, and (ii) administrative development.

 According to Max Weber, ‘bureaucracy is universal social phenomenon
and the means of carrying community action to rationally ordered societal
action’.

 Bureaucracy’s suggestive, informative and analytical roles have made the
political executive and the legislature fully dependent on it.

 Bureaucracy’s role in delegated legislation can in no way be undermined.

 In India, bureaucracy is referred to as Civil Services. The civil service through
which the will of the state is realized and executed has been an integral part
of modern government.

 Panchayati Raj institutions (PRIS) in India comprise the following:

o Gram Sabha

o Panchayat

o Panchayat Samiti

o Zila Parishad

 The base of the Panchayati Raj structure lies in the Gram Sabha or village
assembly consisting of all the adult citizens who are eligible to cast vote.

 Gram Panchayats are local self-governments at the village or small town
level in India. As of 2016, there are about 2,47,166 Gram Panchayats in
India.

 The Zila Parishad succeeds the district development committee and other
district school boards, etc. of pre-decentralization period.

 Good governance is an indeterminate term used in development literature
to describe how public institutions conduct public affairs and manage public
resources in order to guarantee the realization of human rights.

 Concepts such as civil society, decentralization, peaceful conflict management
and accountability are often used when defining the concept of good
governance.

 To achieve good governance, there is a serious need for structural change
in the government programmes.
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 Political reforms are urgently required in concert with economic reforms.
Both are essential to ensure good governance.

 The Administrative Reforms Commission (ARC) headed by Morarji Desai
submitted a special interim report on ‘Problems of Redressal of Citizen’s
Grievances’ in 1966.

 In the report, the ARC recommended the setting up of two special authorities
designated as ‘Lokpal’ and ‘Lokayukta’ for the redressal of citizens’
grievances.

 The Ombudsman established at the level of states in India is known as the
Lokayukta.

 Lokayukta investigates cases of corruption, and where substantiated,
recommends action. He is a great check on corruption, brings about
transparency in the system, and makes administrative machinery citizen
friendly.

 E-governance is a form of e-business in governance comprising processes
and structures involved in deliverance of electronic service to the public,
i.e., citizens.

 E-governance implies e-democracy, wherein all forms of interaction between
the electorates, that is general public, and the elected, which is the
government, are performed electronically.

 The Government of India, in various forums, has indicated its commitment
to provide efficient and transparent government to all strata of society. E-
governance is now mainly seen as a key element of the country’s governance
and administrative reform agenda.

 The Right to Information Act 2005 came into force with effect from 12
October 2005. In fact, it marked a new era in the dissemination in public
administration in our country.

 The main objective of this Act is to provide a right to all citizens to secure
access to information under the control of public authorities and also to
promote transparency and accountability in the working of public
authorities.

5.10 KEY TERMS

 Development Administration: It is the process of guiding an organization
towards the achievement of progressive political, economic, and social
objectives that are authoritatively determined.

 Bureaucracy: It is a system of administration under which employees are
organized into a hierarchy with well-defined duties.

 Delegated Legislation: It means the exercise of minor legislative power
by subordinate authorities and bodies in pursuance of statutory authority
given by Parliament.
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 Neutrality: It is the state of not supporting or helping either side in a conflict,
disagreement, etc.; impartiality.

 Governance: It refers to the process of decision making and the process
by which those decisions are implemented or not implemented.

 Fiscal Deficit: The difference between total revenue and total expenditure
of the government is termed as fiscal deficit.

 Lokpal: It refers to authorities elected to deal with complaints against
ministers and secretaries at Central and state levels.

 Lokayuktas: It refers to authorities elected to deal with the complaints
against other specified higher officials.

5.11 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. Define development administration.

2. List the primary role of the bureaucracy.

3. What is the role of bureaucracy in delegated legislation?

4. What are the powers and functions of the Zila Parishad?

5. What are the recommendations of Administrative Reforms Commission on
Lokpal and Lokayukta?

6. Write a brief note on the Right to Information Act, 2005.

Long-Answer Questions

1. Describe the evolution of development administration.

2. Discuss the obstacles of development administration.

3. Examine the various Panchayati Raj institutions in India.

4. Discuss the relationship between structural reforms and good governance.

5. Explain the institution of Lokayukta.
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