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INTRODUTION :

Public Enterprise (PE) sector cen be created through the setting up of
enterprises by the government, joint ownershipof management of privately set
up enterprisesand through nationaisation programme. It is to be noted that
nationdlisation in capitdist countries regtricts only the individud private
owners in the disposability of capital and creates favourable pre-requisitesfor
an effective collaborations of economic branches and sectors through the
central regulating mechanism of the state! On the other hand socialist
nationaisation is the revolutionary expropriation of the property of the
exploiting classes by the state and its conversioninto state socialist property.

The expanson of government activities in the fild of public enterprises
hes brought up problems of accountability due to the fact that many of the
decison process invalving this public organisations take place outside the
traditional branches of government. Further, the need for accountability arises
because the investment in public enterprises are from public funds. D.
Amarchand in his article "Public Accountability” lists as many as ten grounds
for which accountability of public undertaking is needed® : (i) Public
enterprises are established with public money (ji) in case of expansion public
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money mey be used further (jii) in case of loss the public is to bear it (iv) they
may be engaged in production of essential goods and services (v) they may
enjoy autonomy, which needs to be evauated (vi) they are controlled and
managed by persons who have no financid stake at enterprises (vii) ministry
remains in overdl control which may lead to misuse of political power (viii)
market powers are not used against public interest (ix) in some cases the
enterpriseshould enjoy a hidden subsiding which needs to be accounted and
(X) the public need to know it, if the enterpriselikesto raise part of the capita
formthe public.

In genera there are three hierarchical levels in the control-supervision
structure involving PEs. At the bottom is enterprise level control invalving
internal management matters. On the next tier there is corporation level
control invalving intemal management matters. On the third tier or at the top
there is the minigterid control or bureaucratic nature involving evauation,
co-ordinating among ministries and non-delegated policy matters. Besides
these three tiers or levels of direct control supervision structure, there has
political control exercised by the minister and the cabinet involving mgor
policy issues :  there exigs an implicit to the parliament of elected
representatives.3

Theman purposedf thisstudy isto test the hypothesis.

"The enterprise accountability tends to be ineffective due to lack
o adequate performance eualuation system’

The hypothesis has been tested with empirica data of Hafiz Jute Mills Ltd.
(HML). To conduct this study, data are collected on the bass "Participant
Obsarvation” and "Interview”. Important data are aso collated from the MIS
department.

The paper is divided into three sections. The section covers mainly the
following aspects (g) definitational issues (b) accountability procedure of
enterprise (c) mechanism o accountability enterprise (d) evauation of
enterpriseaccountability (€) problems of accountability and (f) suggestionsand
recommendations.
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Section |
We definethe following two terms.

(J  Public Enterprise.
O Accountability

Public Enterprise

Public Enterprise as the term indicate has two broad dimensions"Public’
dimension and "Enterprise” dimension. Public dimenson connotes public
purpose, public ownership and public control, whereas 'enterprise’ dimension
indicates activities of a business character, investment and returns, and dso
marketing of outputs.?

According to UN, PEs are identified as publicly "Owned and controlled
enterpriseswhich are (i) incorporated public corporationsor (if) large union
corporated units (government units enterprise) that sdll most o the goods
they produce to the public."> In Jones work, PEs is defined "as a productive
entity which is owned and/or controlled by public authorities and whose
output is marketed."®

Accountability

The more power is concentrated at any point in society, the greater is the
need for safeguarding againgt its abuse ... the question of accountability to the
citizen of democratic control by the citizen as vote and consumer, becomes a
centra one ... every delegation of power to an agent must be accompanied by
corresponding degree of accountability.”

Section 1

The accountability. procedure of enterprise under study are discussed as
follows:
Accountability Procedure of Enterprise Head.
Accountability to EnterpriseManagement Board.
Accountahility to the Chairman of the Enterprise.
Accountahility to Corporation Board.
Accountahility to the Chairman of the Corporation.
Accountahilityto the Functiona Directors.

0o00oOdo
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Accountability procedure of EnterprissHead

Before examining the accountability proceduredf the enterprisehead, it is
imperative to see firs what his functionsand responsibilitiesare for which he
can be held accountable. It is naturd that the functions of the enterprise head
will enbraced| the activities concerning overall management of the enterprise.
However, an attempt was made to know specificaly from the enterprise Head
about his functionsand responsibilities. The findingsare shown below :

Planning for production, finance, sdles, overhaul, BURE etc.
Implementationof policy and directivesaf corporationsand
enterprise board

Supervision,co-ordinationand control of the activitiesdf the
enterpriseand running the enterpriseefficiently

Better maintenancedf [abour-managementrelaions

Timely procurementof rav materidsand achievement of target
productionand sale

Submission of Management | nformation Services (MIS) and accounts
reports, approved vouchersand estimatesand ensure timely audit
maintenanceof plant, review target achievementand reduction of
wastage

Watch the liquidity positionof the enterprise

Signing contract on behdf of the enterprise.

It needs mentioning that at the outset of nationalisation these functionsof
enterprise head was not written and in most of the cases he had no job
description. But it is reported that now dl the enterprise heads have written
job descriptions either incorporated in the enterprise rules prepared by the
corporation or involved through the decisionsaf the enterprise board. Such a
written job description isessential to ensure better accountability.

The Chief Executive of the enterpriseis appointed by the corporation. He
is the Principd Accounting Officer of the enterprise for its activities and
performance. The performance of the enterprise and its head is entrusted by
different controlling authorities. The following chart will show the picturec

learly -
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LocusAnd Focus of Accountability of Enterprise Heed

LOAUS FOQUS

1 Enterprise Management Board Review periodic performanceand
suggesting policy measuresto
overcomedifficultiesor toimprove,
further

2. Chairman, Enterprisel Performancemeasurement of

Management Board enterprisehead.

3. Corporation Boad Peview of periodic performance
with referenceto budgeted target.

4.  Corporation Charman Ovedl pogtion of the Enterprise
and performanceof enterprise
head.

5. Functiond Directors Supervison over respective
functiona aress.

The above chart shows that the enterprise head is accountable for
performance to different authorities. This violates the principles of single
accountability which require, that each person be accountable to only one

superior.
Accountability to Enter prise M anagement Board

At each PE there is an enterprise management board to review the
performance of the enterprise with a view to ensuring that the performanceis
in line with the budgeted one and suggesting it for further improvement. It
was reported that board meeting is held regularly after three months. It was
a0 reported by the project head that in some casesit is not regular due to the
pre-occupation of the Chairman o the Board who is one of the functiona
directors of the corporation. In the meeting monthly performance reportsand
accounts reports were studied. The meeting after review of performance,
sometimes suggested measuresto be implemented by the enterprise head to
overcome difficulties encountered in the past or likdy to ke encountered in
the future.
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Accountability to the Chairman of the Enterprise

The enterprise head is accountable to the Charman o the enterprise
board, which is the highest management body of the enterprise. The Charman
writes Annud Confidentid Report (ACR) of the enterprise head. Enterprise
head of HJML acknowledged that the ACR & a tool of proper evauation and
accountability are mostly absent in the present practice.

Accountability to Corporation Board

The general direction and administration of the afars of a corporation
shdl be vested in a Board of Directiors. Among its various functions periodic
performance evauation is one. Each enterprise is required to submit to the
corporation performance reports, balancesheets, profit and loss accounts and
revenue accounts at the time fixed by the corporation. Such reports were
submitted monthly by each enterprise which were revised by the corporation
board of directors in their board meetings with reference to the budgeted
targetin order to see whether production, sdesand other operationswerein
accordance with the set targets. After evaluation of performance of the
enterprise, the board has a right to issue necessary guidance or take action as

the board deems digible. In fact, the redl accountability of an enterprise lies
with this board which is the supreme body for delegated policy matters for
control and supervision of the enterprisesunder the corporation.

Accountability to the Chairman of the Corporation

The Charman of the Corporation (BMC) is the Principd Accounting
Officer for dl departments and enterprises under the corporation. The
Chairman vigts some of the enterprisesfrom time to time to have an on-the
spot idea about the enterprises functions and problems. The Chairman dso
recelve some copies of the performance and accounts reports. He has an
implied power to judge for himsalf the performance of an enterprise and its
head. Moreover, any action against any enterprise chief needs to be carried out
with the approval of the corporation board of which he is dso the Chairman. It
may reported that no vigts were made by the Charman of the corporationto
the enterprise under studyin the last year (1996)
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Accountabilityto the Functional Directors

The government appoints directors of the corporation in functional areas
such a Finance Director, Planning Director, Production Director etc. A
Director supervise matters related to his functionad areas a both the
corporation and the enterpriseleve. In this way enterprise head come under
the jurisdictonof the different functional Directors. These Directorsdl receive
consolidated progress reports o enterprise functioning through the
Management Information Sysem (MIS) department of the corporation.
Sometimes the directors may adso receive reports from enterprise directly
regarding their respective areas. They review through these reports and take
action accordingly. But for any mgjor policy decison and action against any
enterprise head they are to go through the corporaton board for decision or
approva which is the supreme authority for management and control of an
enterprise. It is to be noted that for jute mills there is another evauation
authority, i. e. Zond Office where quarterly evduation of the performance of
the enterprises under the Zoneis made.

The above findings reved that an enterprise head was accountable to
multiple authorities and in  some cases to different authorities for the same
matters. Inview of this situation Deputy General Manager of the HML pointed
out that the multiplicity of controlling authority adversely affected their
performance as they had to eagerly wait to know the result of evaluation from
different authorities. According to him, a single effective body could have
properly evauated the performanceand solved the problems more efficiently
and timely.

Section 1

An andys's of acoountability mechanism shows that authorities evauated
the performances o the enterprise through MIS reports. As such the
instruments used to measure and evauate, performance and accountability
can beindentified as:

0  Budget
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O] PerformanceReport
0  Acoounting Report
O] Audit

O  Annud Confidential Report (ACR)

The guidelines issued by the Government provides that the relationship
between corporation and enterprise shal be governed through the normal
annua budgetary means. Such budget was found to be the main instrument of
accountability. But later an andyds of the perceptions of the sampleenterprise
head reveds that budget is not used as an effective instrument of
accountability, Project head of HML considered the technique to some extent
effective. Thusit can be said that the 70%of the respondents considered the
budget not attainableor effectiveand therefore not an efficient instrument of
accountability.

Performance Report

Performance report is prepared by the enterprise as part of MIS that exists
85 a sub-section styled annua report and financid statement,under general
accounts section. In performancereport information is furnished against many
items. In one performance report it was counted that information was
furnished againgt forty Six items. It is to be reported that some of the, reports
aresent daily and some weekly (viz. production reportsand salesreports) and
othersare furnished monthly.

Performance report of sample unit for the year 199697 (till November,
19%6) giveninTable 1.
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Table 1 Performance Report of HML [in Lakh Taka]

SI. No. | Description 1996-97 upto Novermber, 1996
Budget Actud
L Loan budget/operation
Hessan 509 448
Sacking 267 265
2. Weavingproduction
Hessan 2134 1935,80
Sacking 2983 2643,76
Others 213,43
3. Waeaving efficiency [In%
f g efficency [In% 49,88% 45.23%
Sacking 59,97% 57,82%
4, Wadtagejute
Hessan 0,50% 1,81%
Sacking 0,50% 2,22%
Syams 0,71%
5. Productioncost
Hessan 52,165 63,994
Sacking 29927 31,049
Full brite 47,049
S-yarns 27,317 29,543
6. Total expensesincluding
sdlling expensesand stock
adjustment
Hessan 40,379 42,587
Sacking 29,179 27,991
Full brite 47815
Syams 27,602 30,414
7. Sdesprice 37,073 32,428
Hessan 37,075 32,418
Sacking 26,931 25413
Full brite 38,499
Syans 32,012 31,672
8 Manpower
Offi(gl'ér)W 120 104
Saf 350 104
Workers: Permanent 3090 2913
Badli 960
9. Profitand loss -306.18

The respondentson the average did not consider the perfornmance reports & an efficient instrument

ta ensureproper evaluationand accountability.
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Accounting Report

The accounting sysem of an organisation is designed with many
objectives. The most important are:

Indentifing the information needed by the management to measure
and control performance in accordancewith the plant,

Ingalling the controls necessary to ensure the efficient use of assets.

Enterprises under the sector corporations in Bangladesh follow the
Integrated Accounting System (1AS). The systemwes introducedwith aview to
bring about integrationin financid and costing records, uniformityin recording
and reporting practices among various units as well as between different years
and thelike

The 1AS cdls at least 14 types of monthly reports for preparation and
submission to the corporation. It may be mentioned that the companiesAd of
1994 requires the preparation of annual balance sheet and profit and loss
accounts. But the corporation rulesand IAS in addition require the preparation
of monthly profit and loss accounts and balance sheet for their submission to
the corporation. The balancesheet isa report of the management stewardship.
Profit and loss account isameans of reporting performanceof the enterpriseas
business enterprises. Balance sheet, profit and loss accounts relating to the
previous period constitute the principal accountability documents. Moreover,
the present accounting and reporting practice can not serve as a control and
accountability device for those who do not involve responghility accounting
which is needed for establishing accountability. The same respondentsaso did
not consider the accounting reports as an effective tool of ensuring
accountability,

Audit

Besdes government audit conducted by comptroller and Auditor Generd
(C&AG), public enterprises are audited by the corporation internal audit
department and statutory audit by Chartered Accountants

Internal Audit Internal Audit is essentially an appraisal activity within an
organisation for the review of accounting, financid and other operationsas a
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bass for service to the management. Through measuring and evauating the
effectiveness of organisationa controls, interna auditing itself can act as an
important manageria control device. The audit team generdly vist the
enterprise twice a year and conduct hdf yealy audits. As to the query
regarding the types of irregularities generaly found in the public enterprises
and dso in the enterprise under study and regarding the result of their audit
reports the Deputy General Manager (A&F) pointed out that : (i) Shortage of
inventory (i) improper store keeping system (i) wastage, pilferage,
defdcation (iv) irregularitiesas to recovery of advances (v) irregular purchase
of office materias, vehicles, stationery etc. (vi) carriage loss, unnecessary
expensesfor the office and quarters of the gaff and (vii) executives bad debts
etc. were the main irregularities detected in the past. An andysisof the internal
audit report revedsthat in general internal audit is carried out at year end and
report is submitted to the authorities promptly. Table 2 shows the picture
clealy:

Table 2 Pogtionof Internal Audit of HIML

Accounting Start of audit Completion of Submissondf
period wor k auditwork audit report
199495 December 7,1995 | December 21,1995 | December 30,1995
195% December9,1996 | December 231996 | December 29,1996

Internd audit in addition to financid audit to some extent evaluates
management performance. However, as to the query regarding the action on
audit reports by top executives, it was found that timely and adequate action
are seldom followed, the enterprise dso did not send timely reply to audit
objection and in many cases, satisfactory replies were not given. These
observations found substantiation from those made in the report of public
undertakingscommittee (30.1.1981)of the Parliamentin which it was reported
that there were ample examples of ignoriig reply to internal audit objections.’?
This inadequate action on audit reports serioudly handicaps the efficiency of
internal audit asatool of accountability.
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Statutory Audit The guiddines (1976) on the relaionships between
government and autonomous bodies’ corporation and relationship between
corporation and enterprises under them provides that in addition to statutory
government audit, the accounts of each enterprises shdl be audited by not
fewer than two auditors, who will be appointed with the approva of the
corporation on such terms and conditions as the corporation may fix. In fat,
this power was exercised by the corporation themsalves unlessit was delegated
to the enterprise board. BMC enterprise board regulations, 1977 empowers
the enterprise board to appoint externa auditors after prior consultation with
the corporation.1

The primary function of public accounting professon is to render
independent expert opinion on the faimess of presentation of stewardship
reports. The professond auditors, as is well known, do not certify as to
whether the business of a company is being conducted prudently or
imprudently, profitably or unprofitably. They have no responsibiltyto report on
the efficency or otherwise of an enterprise. Statutory audits serve as
proprietary audit to fulfil the legal requirements for reporting as to whether the
books of accounts present a far view of the afars of the enterprise. The
sample enterprise board appointed M/S. Zoha, Zaman, Kalam, Rashid & Co. as
statutory auditor for the financial year 1995- 96.

The audit report for the year 1995% is yet to be approved by the
enterprise management board. Besides, an opportunity has also found for the
study of audit report of the enterprise under study. It was observed that in the
scope paragraph of these reports it wes stated that, “in the course of an audit
we have applied the general accepted auditing Principle and accordingly we
have applied such test and examinaions & we have considered in order to
satisfy and to fulfil the termsof reference.”

In the above circumstances, statutory audit seems not to be an effective
instrument to evaluate performance properly and act as an instrument of
accountability. This was dso perceived by the sample enterprise head and
other related personnelsinterviewd.
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Annud Confidential Repart (ACR)

The purpose o the ACR is to facilitate performance gppraisal and merit
rating of incumbents. The AR is written annually.!! The AR is Foud to be
used in each enterprise and corporattion to evauate managerid personnel.
The government has developed the ACR form containing the check ligt of
points to be considered which the sector corporations were asked to adopt
with necessary modification. It is dleged that the evauation practice in AR
suffers form subjective judgement. In some cases AR writer were found
liberdl in grading. The caseof persondlity conflict were aso found to affect the
rating. It is to be mentioned that in 1980 when Peter. F. Drucker introduced
Management by Objectives (MBO) the rating of traits of the Officer's used in
the present AR was discarded.'* Some repondents (40%) confessed that the
controllingauthorities are not dwaysobjectivein writing AQR and as such they
did not recognise it as an effective instrument in assessing accountability.
According to them AR writing is normally treated es a routinework

Section IV

The findings of this study are briefly discussed under the following
headings

O Evaluation of EnterpriseAccountability
O Problemsaf Accountability
O Suggestionsand Recommendations

Evaluation of Enter prise Accountability

Public enterprise are the production units assigned with the responsibility
of achieving target productionsalesand profit. The targetsare mainly dictated
by the corporation, athough the budget preparation involves both enterprise
and corporation. Enterprise have less flexiblity to go beyond the corporation
ideaand decision. The performanceof the enterpriseare manly judged on the
basis of actual achievrnent compared to the budgeted one.

The enterprise head who is the Chief Executiveof an enterprise, entrusted
with the efficient and economic running of an enterprise within the board
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policy framework set by the corporation and government, is found accountable
for the enterprise performance with reference to the production, sales, profit
and implementation of corporation rulesand regulations.

The enterprise head is found to be accountable for performance to
multiple authorities viz, Enterprise Management Board, Corporation
Management board, Corporation Chairman, Functional Directors and so on.
Multiple accountablilty is not considered idedl. Instead, Sngle accountability
systemisan efficient accountability system. 3

Instruments of accountability are aso found inefficient either due to the
indifferenced the supervisory authority or for their limitations in design and
application like budgets, accounts reports and ACR. Moreover, when the PEs
are intended to be judged on commercid consideration the problems became
more acute owing to the inadequate and low autonomoy in matters of policy
and operation.

It is to be noted that parliament acts as a great means to ensure public
sector  accountability through various techniques viz, questions, short

questions, debate, committees/commissions. It is crucid for the parliament to
over see the singleenter prise per formances, rather it evaluate the performances

collectivelyi.e. corporation level. The respondentstold that sSince the inception
of the sample unit no techniques of accountability were applied by the
parliament regarding the sample under study. Thus the accountability of
enterpriseisfound to suffer from various limitations.

In this context, the hypothesis of this study that the enterprise
accountability tends to be ineffective due to lack of adequate authority and
autonomy of enterprise head and inappropriate performance evauation
systems pervails.

Problems of Accountability

The nature of the problems of accountability of the public enterprise in
Bangladesh has been elaborately stated in earlier discussion. Some important
problemsare enumerated here:
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(i) Theenterprise head has been found to be accountable for performance
to multiple authorities viz, enterprise-manangement board, corporation
management board, corporation-chairman, functiona directors and so on.
Multiple accountability is not considered idedl. Such kind of accountabilitty
might degeneratethe motivation and initiative of the enterprisechief

(i) Performances of the enterprise are evauated twice by two different
authorities. Enterprise Management Board evauates the performances firdly
and then these reports were revised by the corporation management board of
directorsin their board meetings with refernceto the budgeted target in order
to see whether prohibition, sales and other operations were in accordance
with the set targets. But the irony was that the board comprisesthe chairman
and functiona directors who in their capacity as charman of enterprise board
have reviewed or will review the same performance reports a enterprise
board meetings. This one member evaluates the performance of an enterprise
twicein two different capacities,

(i) ACRof enterprise headsare written by the chairman of the Enterprise
Management Board and concerned Minigter and Secretary  writes the ACR of
the corporation chairman and functiona directiors respectively. For this
reason they dways try to uphold a close contact with them. This is why it is
critical to make them redlly accountable.

(iv) ACR as an instrument of accountability suffers from subjective
judgementand proper evauation.

(v) In Bangladesh, enterprise units are subjected to maximum control by
supervisor authoritiesand enjoy minimum autonomy. The enterprisegenerally
have few policy options as they operate within approved budgets, plans,
policies, and norms. Absence or inability to delegate greater operationd
responsishilitywithauthority to the units has leed to frustration

(vi) Performance reports acts as an important tool to evauate the
enterprise activity make them accountable. These reports are sent to the
corporationon the corporation tablewithout further andysisor interpretation.
They are used only for the compilation of same datigtica reports of the
corporation.
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(vii) Appropriate performancemonitoring to evauation system for which
public enterprises were found unsatisfactory, dso engender the problem of
accountability. 14

(viil) External pressure create by the political parties, pressuregroups aso
hinder in theway of effective use of accountability mechanisms.

Suggestionsand Recommendations

To overcome the aforesaid problems the tentative suggestionsmay be laid
down :

(i) Multiple accountablility project head creates enormous problems. It is
not considered ided. Indeed, a single accountability can ensure an efficient
accountability system.

(if) Performance evauation of an enterprise twice by one member in two
different capacities diminishes the advantages of double evauation by two
different bodies. This irony could have been avoided if the board of the
corproration had been an external board.

(i) To ensure the accountability of the chairman and directors of the
corporation government should come forward with a commission/committee
appointed by the parliament instead of present system. It is to be assured that
they will begoverned effectively. *>

(iv) The purpose o the ACR is to fadlitate performance apprasa to
evaluate merit rating of the employees. Corporation/enterprise may use ACRIn
case of promotion, transfer and training of the concerned personnel. To make
fruitful use of the ACRit should be properly evaluated.

(v) In Bangladesh, public enterprise units are subject to control by the
supervising authoritiesand enjoy minimum autonomy. For proper and effective
handling of an enterprise there should be baance between autonomy and
control. Excessvecontrol diminishesenterprise dynamism.

(vi) Performance reports should be carefully prepared and preserved. To
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ensure better accountability, performance reports may be given prime
importance.

(vi) Appropriate performance monitoring and evauation system may be
evolved for the satisfactory performancef public enterprise.

Concluson

Accountability procedure touches an extensve area and virtudly
functiond area or genera management is free form this accountability.
Accountability system of our sampleenterpriseis found to suffer from various
limitations we multiple accountability of project head, improper use of
instruments of accountability resulting in difficulties to ensure the proper
accountability of public enterprisesin Bangladesh. 16

Certain problems of accountability and two tentative suggestions have
been lad down to overcomethe problems. It isgovernment desire to solvethe
problems of accountabilityand to handle the enterprise more efficiently and
effectivelyto achievetheir objectives.
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