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Abstract

Organizétional form is one of the key determinants of
organizational performance. Cheice of organizational form
for public organizations in developing countries can faci-
litate or inhibit performance. 1In this paper an approach
for choosing appropriate organizational forms is outlined

for public organizaticns using three steps:

1. Mapping key stakeholders

2, Deriving criteria for choice of form from stake-

holder expectations
3. Matching criteria to alternmatives,
The apprcach is illustrated using the example of a

national railway system. Some lessons for theorists and

practitioners are drawn.



Shaping the Amorphous:

Qrganizational Form for a National Railwav System

Introduction

It is not often that social scientists are called upon
to design or redesign large national organizstions. By and
large, the choice of form and the design of structure of the
organizations with large public impacts in developing countries
are the prerogative of administrators and politicians. Consi~
derable administrativé wisdor and political acumen feed into
the choice .of organizational form., Governments, the world
over, have expefimented with three major organizational forms

©or combinations thareof:

1, Department of the Government
2. An Authority cr a Board

3. A Corporation.

Corporations could be statutory or joint stock companies with
government control {Pozen, 1976; Friedman, 1954; Friedman and
Garner, 1970)., There is considerable concern with both
effectiveness and efficiency of public organizations (€.q..
Balog, 1971; Coombes, 1971; Holland, 1972; Khan and Arora,

1975; Kelf-Cohen, 1969; Khandwalla, 1981; Mallya, 1971;:



Nigam, 1980; Nove, 1373; Thompson and Hunter, 1973; Vernon
and Aharoni, 1981). It is in this context that cheice of an
appropriate form for a public organization assumes signifi-
cance, The assunpticn is that while form £follows function,
inappropriate forms in the public arena would lead to mal-
functions with serious administrative and political consequ-

elNCES,

Organization design literature, while quite useful,
does not seem to offer much in the way of guide;ines for
choice of organizational form, Much of the literature takes
segmented views of the_probiem or deals with problems of
noderate éomplexity and scope (Nystrom and Starbuck, 1981) .
Thus, very large public organizations get designed with wvery
little support from the organizational theorists both in
national and intermational arenas. Legal and political
considerations often override a balanced apprcéch to the

entire proklem,

In this paper, we would like to outline the nature of
design considerations for arlarge national railway system
for a country like India, Based on thisg, we would like to
draw some lessons for thecrists and practitioners in the
public arena. The opportunity arose when the Railway Reforms
Committee (RRC) set up in May, 1981, made a request to the

Indian Institute of Management, Ahmedabad for evaluation of



‘the organizational fgnn of the Indian Railways znd to
recommend a suitable top management structure, The adthor
cocordinated the project.l While the report and the reconmen—-
dations from the study may not bz published until the
Rallway Reformis Committee finalizes its recommendations, it
would be useful to draw upon the non-¢onfidential aspects

of the study to highlight a‘useful approach and the design
considerations for suéh public systems., The approach for

cheice of form for such public systems is based upons:

1. Mepping of key stakeholders
2. Deriving criteria for choice of form from stake-
holder expectations

3, Matching alternative forms on the criteria.

Recently, Mendelow (1983) illustrates the usc of the stake-
A _

holder concept for strategic planning purposes. This can

be used to make organizational choices for public systems

without much alteration.
The paper is organized into the following parts:

1. Background of Indian Railways

2, Approach to the study

3. Influences on organizational design and development
4, Corporation as an alternative

5. Some lessons.
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Background of Indian Railway32

Starﬁing out as private cnterprise under the British
Government patronage, the Indian. Railways has experimented
with a mixed enterprise form with governmental control over
the private companies beofore moving into the phase of state
ownership and management, The East India Railways (EIR) and
the Greater Indian Peninsula (GIP) systems were first brought
under government control in 1925, The integration of thg
princely states paved the way for nationalization of all the

railway systems. The rationale behind nationalization was

to develop an integrated network. Thus, frecdom and aboli-

tion of princely states precipitated nationalization. Thevy

also underscored the importance of infrastructure for purposes

of national integration.

4 The completion of nationalization of rallways in 1950
has to be uﬁderstood in conjunction with the Constitution of
a free'Ihdia3 which embodies the concept of a Welfare State
later clarified to imply the evolution of a socialistic
pattern of society as the objective of India's soéigl and
economic policy. The Industrial Policy Resolution of 1956
while spawning many public enterprises. also kept in view the

importancc of the concurrent development of railways., While



the quaﬁizatiqp of the railﬁays represcents a major innova-
ti@ﬁ in publié enterpriges at the national lével; it hes

cﬁme to be viewed along with the other major innovations 1ike
;;he _Atomic Energy Commissicn, the Space Commission and-tﬁe
S8teel Authority of India Limitcd. One woﬁld not be wrong

'in stating that the Board form of organization of the railways

was the forerunner of later innovations,

The Raiiway Board, itself, was established in 1905
through the indién Railway Board Act. This was a result of
thg'disenchaﬂtment with the railways being ah appendage of
+the Public;ﬁbka‘Departmént (PWD) and, thérefore, not admini-~
étefé&7éloﬁg‘cémmercial lires. While removing the Board
from the PWD, it was made subordinate to the Department-of
COmmerce and Industry. This created problems of effective
functioning. Wifhiﬁ two yeafs, a separate Railway Department
w&s mooted. However, the Railways continued under the charge
df the Member, Commerce and Industry until the 1920's when
a'néw Department of Communication was proposed with the
reconstituted Board reporting to the Member of the Viceroy's
Council in charge of communications. ﬁhile the new Departmeht
was not created, the Railway Becard was recdnstituted and a2
Chicf Commissioner of Railways was appcinted, He was alsco

Secretary to the Governmment of India. In essence, the

Railway Board, as constituted today, owes its oriqiqg jule]

Acworth Committee report in 1922. A proposal to create a




Federal Railway Authority by the Wedgwood Committee was not
accepted., :@ﬁch,én‘Authority was expected to obviate_politicai
inte:fe;énbe and interference from £he administrative'machinery.
The Kunzru Committee (1947) %lso recommended.a statutory
Railway Authority. This was the last attempt made to ieverse_
+the historical forces which were moving the railway orgahiza—
tion into increasingly greater state control. This was also
a‘proposal that was closest to creating an éutonomouslcorpomf
ration‘along the linesz of a 'holding company.' It is inter-

‘esting to note that these proposals were not taken up for

implementation, Qn_the contrary, the Departmental form with

a_Board or itg variant, the Commission form of organization,

has found favour with the Government with established orga-

nizations.like Posts and Telegraphs and new programmes like

Space, At the highest political and bureaucratic levels 335

well as the senior managerial levels in the railways, there

is considerable respect for this form of organizaticn. This

may be one reascon that other alternatives nave not besen con-

sidered seriously, Further, the experiences with other

alternatives have been rather mixed and no clear pointers

arg available readily.

Appendix 1 summarizes major features of the Indian

Railway system‘as of 1981,



III

AEEroach

In this context, we approached the study as outsiders.
with the perspectives of general management and organlzatlon
behaviour., These perspectives were enllghtened by famlll-
arlty with various organlzatlonal forms and their experiences,
both nationally and internationally, wWe sought to become

"informed outsiders" to provide a fresh, but, pragmatic

approach to the issues posed to us, Therefore, an attempt
has been made €o map reality from various standpoints,

Secondly, we have drawn upon, eclectically, various organiza-~

tional concepts, people's experiences, ideas and views. Thug,
e —

both asnalvsis and synthesis have been attempted in this study.

In this part, we present our mefhodology, irn brief; identify
key stakeholders and their expectations orf railways then map out
various influences on organizational design and development

and criteria that emerge from the differcnt influences in the

next part,

Methodology : Mapping Stakeholders

There are many factors that affect organizational perfor-
mance. Organization form and structure arc.only one of many
other sets of factors. Figure 1 outlines other factors. We

are acutely aware that organizational solutions cannot cope

 Insert Figure 1 about here




with problems of obsolete technology, scarcity of resources,

inept managément, among others,

We relied on three methods for our data collection.

These were:

1. . Libfary research, especially, for choice of organi-
zational form., This not only involved reading
scholarly works, but also ncwspaper and popular

magazine writings,

2 Analyéis of relevant reports and documents pertain-

ing to the railways,

-3. In-depth, operi~ended as well as semi-structured

interviews and meetings with key people,

Our first task was to identify key people. We identi-
fied retired Railway personnel with a variety of expericnces.,
We also identified key memboers of rclated Work Groups
constituted by the Railway Reforms Committee. We also
identified individuals and groups at the Zonal and Board
levels of the system to have discussions with, We also drew
upon a network of people with govermmnental and corporate

sector experience.,

The RRC supplied us with some reports and documents
which gave us an insight into the history and functioning

of the Railways. We also obtained documents from the Board



as well as from the Zon=zs. We have drawn heavily on these

documents for our ‘insights.

A critiecal appreciation of the Indian public enterprise
experiences was attempted through iibrary regeayrch. This

was also placed in the internatiocnal perspective,

Through these methods an attempt was made to map out
sonme sighificént stakeholders whose expectations and actions
would have a bearing on the cheoice of organizationél form,
Figure 2 sketches the major stakeholders we visuvalized,

Table 1 maps their expectations in respect cf various aspects

of performance that each group would emphasize,

Insert Figure 2 and Table 1 about here

The key stakeholders identified are:

i. Governmznt of Indiz as owner

2. Other departments of Goveornment of India

3. Railwayofficérsm

4. Railway workefs-iboth blue collar and white collar)

5. Passengers

6. Public sector organizations as suppliers and congu=

mers

7. Privete sector corganizations as suppliers and

consuners

8. Politicians from local tornational levaels.
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The Government of India (GOI), over the years, has
become a key stakcholder in its role as the owner. In the
waké of'nationalization of railways in 1950, the GOI allo-
cated 11.23 per cent, 18.68 por cent and 11.87.per cent of
the total outlay in the public sector to the railway sector
during the first three plan periods. For the period 1980-85,
a provisional allocation of 41.09 per cent of outlay on
transport scctor has been ear-marked for the railways. This,
although inadeéuate, because of lower allocation from the
Fourth Five Year Plan onward, nevertheless, compares favour-—.
ably with an outlay of 46,77 per cent of the outlay on the
transport sector between 1951-56 and 46.50 per cent during
the period 1966-69 when there was a plan holiday. It is no
wonder, tnen, thet the GOT would expect a high order of
public accountability, an intimate integration with national
development plans, effective movement of goods and people
and a voice in the formulation of policies. Covering the
length and breadth of the country, social justice, mainte-
nance'of a lifeline for national security operations and
resource conservation are also important expectations of
the owncrs. Tﬁe Public Accounts Committee (PAC)}, the
Estimates Committee and the Railwavy Convention Committee
provide the necessary control mechanisms to the Government,
The.Consultative Committee of the Parliament for the

Ministry of Railways also provides a mechanism for the



Members of Parliament to offer advice and suggestions.

Because of the nature of its cwnership as well as its
link with nétional economic development, besidés the Defence
Ministry, all Economic Ministries loock up to the Railways
for a sympathetic and fair hearing of their proklems and
needs; support at crucial times, e,g., for movement of coal,
- fertilizers, foodgrains, among others, and preferential
treatment because of the governmental stake, The Planning
Commission, the Finance Ministry and the Home Ministry expect
to exercise control over the resources to be made available
to the Railways and the conditions under which these can be
released, In‘fespect of Personnel, the Home Ministry likes

to maintain parity with other government departments,

Any large organization like the Railways-needs a very
strong managerial staff for its effective functioning.
Although the officers constitute about 0.7 per cent of the
total staff strength of about 1.8 million people, the‘responn
sibilities they shoulder are very heavy. Hence, they expect
rewards commensurate with their responsibilities, parity
with the Indian Administrative Service (IAS) and welfare
measures to enable them fﬁnction free of mundane cares
unéer difficult geographic and social settings (Laxmi Narain,
1973). As a large organization, the Railways also require

people from various disciplines. The officers drawn from
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various disciplines, hence, expect appropriate promotional
avenues in both disciplinary.cadres and in the general
management line. Being a specialized techno=commercial
organization, the officers look upon with suspicion‘any civil
service entry into the railways. They also expect operational
autonomy to achieve results. This is all the mors necessary
because of the decentralized nature of railway operations

which calls for considerable local decision-making.

The railway workforce of around 1.8 million people con-
stitutes the backbone of itg far flung operations. The

Railways are the largest single emplover in the countrvy.,

Because 6f the techﬁoucommercial nature of operations, in
comparison with similar public and private sector organiza-
tions, the workers expect to be classified as industrial
workers. Welfare, higher pay and parity with public sector

workers are also their legitimate expectations,

Passengers, public saector organizations and private
sector organizations as major users of the Railway services
look forward to safety, comfort, amenities and availability
of seats; movement of goods and preferential treatment; and
movement of goods, cost-effective operations and consumer
orientation, respectively. The public scctor and the private
sector organizations also have roles as suppliers of goods

and services to the railways,



13

Finally, the'politiciaps at different levels look upon
railyways as a; instrument to further their constituency
interests, e.g., opening of new lines, halts at specific
stations, more frequent services, among others..'They also
tehd to exert pressure on the railviay people for various
favours, €+9e, seats, recruitment, purchases, transfers,
promotions and so on. Essentially, these are manifestations
of incfeasing trends in the political scené in the country
in the last decade. On the positive side, the politicians
expect public accountability as well as a say in matters of

railway working. These are legitimate and important expect-

ations,

It would bé apparent that the expectations diverge
rather widely. We recognized those divergences and did not
attempt to resolve these in one direction or the other,
Choice of a particular form is dictacted by macrc socio-
economic and political conéiderations because of the nature
and scope of railway opcrations. We receognize +that the
primary way to manage the divergent expecctations is through
processes of dialoguc and effective mechanisms of responsive
action in respect of the various stakcholders. Neither form
nbr top management structure, per se, provide a solution for

managing divergent stakeholder ¢xpectations,

Having mapped the stakeholders and their expectations,
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'we turn to examine the various influcnces on the design and
development of the Indian Railway system and the multiple
criteria for organizational choice thrown up by these influ-=

ences,
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v

Influences on Organizational Design and Development

Large public organizations like the railways operating
- in a network of very powerful stakeholders, pose special
problems of design and development. In order to appreciate
these, we have attempted to isolate critical infiueﬂces.on
design and development (Zey-Ferrel, 1979). The following

emerge as the most critical influences:

l. Migsion and nature of operations

2. Ownership

3. History

4. 8ize and scope of operations

5. Future plans and outlook

6. Inter-organizational linkages within govermment
7. Personnel

8. Transportation industry

9. Political environment.

While Table 2 and the earlier discussion of the expec-
tations of various key stakeholders provide pointers for
the design and development of the railway organization, a

few words would be in order as explanation.

Insert Table 2 about here
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In our understanding, thec primary mission of the

railways to provide cconomic transportation for pcople and

goods is intricately woven into the tasks of integration of

a Free India.4 This hags social ang political underpinnings

as well as overtones of national security., For these reasons,
national integrity, decentralization and econcomitant differ-
entiation~integration at different levels and 0perationai
efficiency emerge és important criteria for dcsign. Again,
by the nature of its mission, as well as its role in the
transportation sector, governmental ownership is a critical-
influence, Regulation of such an enterprisce that has far-~
reaching socio~economic, political and defence impact,
necessitates public accountability, considerations of social
justice, requlated pricing and integrated functioning as
important criteria for design (Hunter, 1968; NEDC, 1976;

U.N.0., 1974),

One Qf the major influences on thc design would be the
age of the organization itself (Child and Kicser, 1981),
From a small beginning in 1853, to a nctwork of as many as
175 individual railway systems in 1920, tc a totally natiocna-
lized system in 1950 is a far cry in itself. Over +he vears,
the organization has built up important traditions which |
help it perform under far flung and adverse local conditions
efficiently. Therefore, Operational autcenomy and distinctive

culture are two vital design criteria for an cffective
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railway‘organiéatidn at thc¢ national level (Pcters .zmd.a
Wateﬁman, 1982), These become all the Eore vitél when seen
in conjuction with the size and scope of operations. The
magnitude of assets, working capital, investments and man-
power are nationally significant., Funds availability, common
policies and éarity with government service emerge as impor-
tant design criteria on these counts. The need for various
disciplines and tasks which go into the far flung operations
of the railway system in the country, call for differcntia-
‘tion-integration and decentralization as two design criteria

which have to be borne in mind also from the point of histo-

rical growth of the organization.

In respect of its future, the Sixth Five Ycar Plan of
the Railways has been designed essentially as a "Rehabiliﬁa-
tion Plan". This is a resuit of inadequate outlays for
replacements and renewals in the previous vears. Therefore,
there would be only a limited net addition to the rolling
stock flcet and marginal changes in the transport capacity,
leaving 2 possible shortfall of 30-40 million tonncs in
respect of handling freicht traffic in the terminal year of

thelsixth Plan. Modernization, rehabilitation as well as

resource optimization through improved maintenance, among

others, cmerge as important design criteria arising out of

future plans.




18

Inter~organizational ;inkages are critical at the
Central Government level as well as at the State Government
levels. Coordination and contreol are essential design
criteria at the operational as well asg at the policy levelsg

arising from such linkages.

By virtue of its age, size and scope of operations,
persomnel emerge as a major influence. Given the history,
ecénomic conditions, cost of living, emergence of numerous
central and state level public enterprises, appropllate
reward System and operational autonomy at local levels,
stand out as important design criteria from their standpoint,
Ancther important design cniterion is communication channels
in the organization at different levels to sort out issues

at appropriate levelsg quickly. Such communlcatlon channels

are also vital for a distinctive culture.

In so0 far as the.transportation industry is concerned,
the recent National Transport Policy Committee {(NTPC) has
estimated that the share of railways in meeting the demands
has declined both for passenger and freight traffic, Whereas
the rail-to-road ratios were 75:25 and 90§1O in case of
bassenger and freight traffic, respectively,-in 1950, these
have comé down to 40:60 and 65:35, at present, It is unlikely
that these adverse ratios would be reversed 51gn1f1cantlj in

the coming decade, The “Rehabilitation Plan" might arrest
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and marginally improve on -hese, at best, Therefore, stable

-

operations and customer service are important design criteria

érising from the influcnce of the transportation industry.

, Political processes are important influences on the
design. In discussing peoliticians as étakeholders,_some
major points Qéfe highlighted. Suffic:t to say, then, that
public accoun£ability and control emcrge as legitimate design
criteria, The latter may, however, result in attempts to‘
erode operational autonomy through interference in day=to-day
matters, personnel p;actices and pressures for favourad
treatment. On the labour front, the political processes
have eroded the negotiating machinery through encouraging
multiple local unions. These factors have to be reckoned

with and not wished away (Special Correspondent, 1974).

In Table 2, we have also cutlined thc pressurcs for
preferred organizational forms and top management structures

against each influence. It would be worth noting that six

of thc nine influences point to the Departmental organiza-

tion as the'preferred form with a top management structure

that would have dual rolesg, Viz., the ministerial policy

making role and the apex operational authority role. The

mission points to a Federal Authority as the preferred form
with a policy oriented top management structurce. The

influences of personnel and the transportation industry
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are in the direction of a Corporation or a set of Corporations
) - .

with a policy oriented top management structure and/or a

multi-level top management structure as in holding companies.,

With this backdrop, we take up the issue of the Corpora-

tion as an alternative in some detail in the next part,
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v

Corporation as an alternative

We have observed earlier that the Corporation form is
most widely advocated b¥ those who favour market mechanisms
both in réspect of'outputs as well as service conditions.

- There is also an 1mp11c1t assumption that market processes
ensure eff1c1ency. However, from the experlences of large
multlnatlonals it is not at all clear that market processes
also ensure_achlevement of objectives in areas like welfare,
social justice and public accountability; Public sector
corporations around the world also appear to strike a balance
between economic and social objectives over decades of swings

between the two (Murthy, 1980),

It is argued against the present system that it is
insensitive to the consumers. It is also said that 'high
handedness and steam rolling' in dealings with consumers.
takes place. It is expected that a corporate form would be
more amenable to customer orientation (National Consumer

Couricil, 1978),

Another line of argument for a Corporation is that it
will provide more proporticnate compensation to its personnel
in 1line w1th their respon51b111t1es. It is expected that

a holding company with multiple divisions or corﬁorations
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would improve operatibnél efficiency as well as provide
suitable incentives for its employces based on their perfor-

- mance. The afgument goes that more efficient parts of the
systém now subsidize the less efficient parts, thereby,
leading to demoralization on the onc cide and complacency

on the other side.5 Thus, a Corporaticn form is expected

to exert greater pressure for performaﬁce and provide adeguate

rewards for such performmance.

A third line of argument is in reépect of operational
autonomy and flexibility. It is expected thet the Corporation
form would provide this. A corollary of this is that the
Board form pfecludes this. Tied to this is the dependence
on the Finance Ministry and the Planning Commission even in
matters like renmewal, rechabilitation and improvements.

There 1s a feeling of loss of control over the use of
internallyrgenérated resources. These prevent the railways

from functioning effectively. |,

To sum up, then, the main arguments for the Corporation

form rest on the three cxpectations of =

1. greater consuman orientation;

2. greater pressure and accountability for effi-
cient performance along commercial lines; and

3. greater autonomy in respect of use of funhds a
and greater flexibility of operations.
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Evaluation of Corporation as a viable alternative has

necessarily to answer thése arguments beside satisfying

various design criteria outlined carlier. We attempt this

in the next section,

Matching criteria to alternatives

Before turning our attenticn to a, rigorous evaluation

of the Corporation as a viable alternative to the Departmen-

tal form of organization with a Board, some important chara-

cterigtics of the present form have to be borne in mind,

These are:

1.

The intimate formal -link of the Board with the
Department (Ministry) which eliminates cone tier
as in the case of public enterprises beside
eliminating refercnces to the Bureau of Public
Enterprises (BPE), Public Investiment Board (PIB),
and Public Enterprises Sclection Board (PESB) .
The nature of public accountability of the
Railways gives rise to numerous references being
made to the Ministry. These are much better
handled with such a closc link, Ewven if a
Corporation werc created, the references would
still contiﬁue because of the nature of rallway
operations and its impact on the nation. These
references have very little to do with the

Departmental form of organization.
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2. Manning éf the'key;Depaxtmental positions through
pecple wﬁo have experience of Railway operations
'unlike the Departmeﬂts which deal with public
enterprises, Further, unlike many public enter-
prises key top management.positions do not remain

unfilled.

3, Greater accountability to people throucgh Parliament

with voting on a separate budget, among others.

4, Better inter-departmental coordination within

the government at both Central and Statc levels,

5. Exemption ¢of income-tax on profits and sales tax
on inter-railway transfers. This has a bearing
on pricing in the scnse that it possible to provide

services at low prices.

6. Easy credit from the government at much lower
rates than the market, Leverage to borrow inter-

nationally is alsc better.

Ancther important aspect o be borne in mind is the

uniqueness of the Indian Railway system in respect of mission,

context, size and scope of operations. There are wvirtually

no parallels when all these are taken into consideration

together., There is no public enterprise whichn affects the

common man in such a pervasive way across the length and
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breadth .of the nation. There is also no public enterprise

which has to function as a single integrated network day in

‘ ) ] \
and day out. There is also no public enterprise which is

so_intimately linked to the industrial eéOnomy of the country

as the railways, be it industry in the public sector or in

the private sector. While several committees have emphasized

commercial orientation and autonomy for better performance,

today, public accountability, national integrity and social

justice are overriding criteria. Others have to ke examined

in the light of fulfilling these criteria,

Given the above, we have grouped the design criteria
isolated earlier under the three major expectations of

congumer orientation, performance orientation and autonomous

functioning in respect of the Corporation form for the

Railways. Table 3, 4 and 5 respectively summarize an evalua-
tion succinctly on the three major expectations. Some design
criteria are listed more than once, but, under different
expectations signifying that they are also perceived as
having an influence on meeting the concerned expectation;

The main arguments are elaborated in the succeeding paragraphs,

Insert Tables 3, 4 and 5 about here

Consumer orientation is . the expectation that comes fore-

most to mind when considering the Corporation form. This is
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because the Corporation as we know today is an outcome éf

the industrial revelution embedded in a capitalist, f;ee—
market context. The e%perience of public sector corporations
in India ié the one most relevant to our discussioﬁ. The
autonomy enjdyed by various public enterpri;es.in fixation

of priceg varies. The selling price and distribution of
products like feftilizers, drﬁgs, coal and petrcleum products
are controlled or regulated‘by the Govefnment. Faress and |
freight charges in respect of the naticnalized airlines 1ike
Indian Airlines on the local sector are subject to Govermment
approval. Pricing in orgahizations like Air-india on the
international sector and the Shipping Corpcration of Indi§
are subject to international market conditions. In the case
of Railways being converted into a Corporation, the read
tranéport industry would affect the »ricing policy., With

thé incidence of taxes, the chances that the prices will
remain low are minimal. Only with a Departmental form can

the prices be maintained at reasonable levels. The Indian

Railways plav the dual rele of a public uvutility gervice and

a_commercial undertaking simultancously. The policy of

price restraint both in respect of passenger fares and
freight charges would not be possible.undér the Corporation-

form with its emphasis on profitability. While pricing may

be one of the six design criteria, its pre~eminence has to

be kept in view in the Indian eCcongcmyVe
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The corporation form comes out chead ih respect of
other critefia, viz,, customer scrvice, decentralization(
operational autoromy, stablc operations and reward systém.

. £ .

However, except for customer service and reward system, the
Departmental form does provide satisfactory results. Even

\ _ :

in respect of customer service, organizational processes -
have a majof role to play and considerable improvements can
be conceived of Within the existihg framework to bring in
greater consumer orientation, e.g., increasing the importance
given to the Commercial Department and providing for avenues

of promotion to the people from this department to the highest

echelons in the railway organizations In any case, an organi-

zation as public as the Raillways cannot afford to neglect

consumers for long irrespective of its form.

In respect of berformance orientation, except:for‘the
reward system, the.Corporatg form is not significantly better
off than the Departmental Form. Given that the Railways are
tﬁe lafgest single emplbyer in the country, the preséures
for meintaining parity with conditions prevailing in the
gOVanmeﬁt service are overwhelming because of the magnitude

of thc stake of the owners. Pay is a major component ¢f the

reward system under Indian conditions. ' Hikes in the wage

bill of thec Railways (the wage bill of the reqular cmployees

alone was Bs 20 million in 1980-81) are likely to affect

the economy adversely through their effects on pricing,
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among others, aS'well as the g impact on the wage blll of the

GDI-itself. The trend in the wages and cost of living over
thelyéars'has not beén unfavourable to the railwaymen, When
tgkenktogether with varicus berefits and émenities, the
railwaymen cannot be zaid to be badly'off under thé existing
constraints. This is not to argue that improvements are not

called for.

In so far as other aspects of reward system are concerned’
ag well as the other design criteria, viz., decentralization,
dlfferentlation-lntegratlon, operational effic1ency communi-
catlcon channels, modernizaplon, rehabllitatlon and resource

“optimization, organizational processes are far more critical

than mere organizational form. Thus,- on performance orienta-

tion, whilec the Corporation emerges as a better cholce it

cannot be convincingly argued that it is a *significantly’

better choice under our conditions, Our survey of public

enterprises also supports the position that organizational

form does not provide any guarantee Of either consumer orien~

tation or performance orientation., Much less so _for an

organization as public as the Railways.

The touchstone ig really the expectation of autonomous

functioning. The design criteria which are pre-eminent in

‘this regard are national integrity, public accountability,

fquajavailabilitz, coordination within government andrsocégl
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Justice, Therbgpartmeptal form scorés on these criteria.
Whether a Corporation 5r~é Departmental organization, govern—l
mental and political cﬁntrol are likely to remain high under |
Indian economic and polifical conditions. The other criteria,
viz., integration, operational autonomy, distinctive culture
and common policies are best dealt wiﬂh through organizational
processes df decision-making, recruitment and socialization

and systems development.

The Rsilways enjoy considerable autonomy. With a sepa-

rate budget and a Financial Commissioner, sanction of indi=-
vidual schemes within the agreed overall plan outlay is Wiﬁhin
the.purview of the Railway Board. In respéct.of appointments,
- only those posté above Rs, 3000 p.m. pay are cleared by the
Appointments Committee of the Cabinet, based on the recommen-
dations of the Board. Even in respect of stores purchase,

the Railways do not come under the Direcforate of General
Suﬁplies and Diéposai (DGS & D) system mostlf and enjoy con-
siderable freedom. -Again, in respect of pay fixation, legally,
theRail;ays are freé to create their own system. However,
matters of the railway staff, over the yéars, have been
brought within the purview of the Pay Commission and the

Joint Consﬁltative Machinery; This has eroded some of the
autonomy in respect of personnel. Still the railways enjoy
autonomy in respect of recruitment by not coming under the

purview of the Union Public Service Commission (UPsC) .
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Thus, in so far as autonomy in respect of men, materials and

money 1s concerned the Departmental form with a Board emerges

to_controls from the P.E.S.B., the D.G.S8. & D., the P.I.E.

and the B.P.E, in the Indian context. Autonomy in respect

of public enterprises has, at best, beéen a myth.

TabiésB to 5 summarize the arguments keeping in mind
the mission of the railways, its history and the emerging
socio=economic and political conditions, Thus, one can
start with mapping stakeholders, making explicit their expec-
tations to derive criteria that influence organizational
design and development and match alternative forms on these

~criteria in order to make an appropriate choice.
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VI

Scome lLegsons

What lessons can be drawn from the preceding pages
outlining a pragmatic approach for choice of organizational
form for public systems? Firstly, we have to recognize that
all organizational design is to make organizations effective,
Organizational effectiveness defined as the ratio of outputs
produced 5§)the organization to the societal outputs desired
from the organization is the central issue for public organi-
zations (Hofer and Schendel, 1978). The approach outlined
in this paper recognizeé this., Secondly, designing necessi-
tates a general manégement perspective intimately linked to
the strategic plans of the organization, By and large,
organizational theorists have not taken explicit cognizance
of emergent futures and history in designing although the
present trend is in this direction (Nystrom and Starbuck,
1981), Strategic planning for public organizations is
fraﬁght with greater uncertainties compared to private
sector organizations, especially, in developing countries,
India, however, may be more fortunate in this as evidenced.
by its efforts in atomic energy, space, satellitc communica-
tion, oil exploraﬁiqn and, more recently, ocean develbpment.
The dictates of a general management approach and the strate-

gic planning perspective combined with lack of guidelines
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from organizational theory for macro-level issues such as
choice of form, have left administrators and pollt1c1ans to

ﬁemifor themselVes as best as they can,

The strong message for organizational theorists is éhat
'new breakthroughé in macro-organizational theory are long
overdue now. Such breakthroughs have to draw ecectically
from the latest work on strategy, economic theory as well as
successful management practices in public systems (Ganesh and
Rangarajan; forthcoming; Paul, 1982). A new.breed of organi-
zational theorists with a grounding in multiple disciplines
and with exposure to diverse organizational settings at the
top most lévels is thé need for the day. This calls for a
relook at some of our curricula in brgaﬁizational behaviour
in thé management schools as well as in public admiﬁistration
courses. More so, it calls for incorporating such theories
into curricula for probationers of the Indian Administrative
Service (IAS). For a long time to come, people from ther
IAS cadre and similar cadres in developing countries will
continue‘tb inflvence choice of organizational forms as well
as detérmine organizational designs for large public organi-
zations. Educating them is likely to yield rich dividends

for developlng countrles.

Yet another message for organizational theorists is

that they should collaborate more closely with policy makers..
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Orggnizationgl design as a parameter setting exercise is
‘done best in collaboration with politicians and administra-
tors for public systems. The time is ripe for scholars to
take on macro-level issues head-on rather than eifhér skirt
them all together or hope that meny small cuts at.the problem
will ultimately lead to a better understanding of the whole,
The former issuicidal and the letter is, at best, a live
replay of the parable of six blind men and the elephant,

The imagery is rather apt because many public o:ganizations
afe elephants, generally éf the white hue. ﬁorms affect
functions if the history of the extinct animals is any guide.
This is no iess true for public organizations. Processual
interventions of the organizational development kind which
seek to change the functioning of public bureaucracies seem
to come to grief wiﬁh very predictable monotony (Ganesh,
Murari and Sethi, 1983). If forms prevent functioning
effectively, organizational designers in the public arena
have to make more systematic attempts at understanding the
nature of these relaﬁionships. They will also have to build
up sufficient evidence for politicians and administrators to
sit up and take notice of them. Today, this is far from the
case, In building theories and useful approécheé-lies the
path for organizational effectiveness in the public arena,

Otherwise, the issues remain unaddressed, the organizational
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forms remain émorphous while their effects remain stiflihg.
‘This paper is one small step to urge theorists and practi-
‘tiohers to join hands in the vital area of improving the

performance of public systems,.’

—000-
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Notes

Prof, R.S. Ganapathy was thc second member of the team

which undertook the study,.

The following documents are signifiicant from the point

of understanding the development of the Railway crgani-

zation:

1.
2.
3.
a.
5.
6.
7.

B.

Indian Railways Act (1890)

Robertson Report (1901)

Indian Railway Board Act (1905)

Mackey Committce Report (1907)

Acworth Committee Report (1922)

Wedgwood Committee Report (1928)

Indian Railway Enquiry Committee Repoft (1947)
Government of India, Administrative Reforms

Commission (ARC) Report of Study Team on
Railways {1968).

India achieved independence in 1947 and became a Republic

in 1930,

Except for four brief periods in its entire history, India

has never been under one government,

This is due to regional variations in economic and

cultural development as well as widely different impor-

tance attached to work.
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APPENDIX

Major Features of the Indian Railway Svstem as of March 31, 1981

1. Number of Zones : 9
2. Total route kilometrage s 61,240
Broad Gauge H 31,827
Metre Gauge H 25,167
Narrow Gauge (0.762) : 3,855
(0.610) : 391
3. Total running track Kms. : 75,860
Broad Gauge : 45,167
Metre Gauge ( : 26,447
Narrow Gauge {0,762) 3. 3,855
(0.610) 2 391

4

4, Total assets (Rupees) 74,584 million

5. Total staff strengkth 1.765 million

'

6. Humber of Passengers carried in

1980 ~81 3,612 million

e

7. Freight traffic in 1980-81 in

tonnes 220 million

*"»

8. Average number of trains run/
day

3

11,000

7035

9, Number cf staticons connected

10. Gross traffic receipts (Rupees) 26,240.2 million

.0

11, Working Expenses (Rupees) 25,364,656 million
12. Net revenue (Net traffic
receipts plus miscellaneous

transactions, in Rupees) 14274.9 million

[ ]

Source:- Indian Railways Year Book, 1980-81, New Delhi:
Ministry of Railways,
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FIGURE 1

Influences_on Organizational Performance

Organization form and

structure
Relevant national . Organizational
and international ' leadership
environmental
developments

N Organizational Manpower at
Technology performance different levels _

Behaviour of Systems’ Pinancial
key stakeholders and . resources

Procedures
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FIGURE . 2

Key 8takeholders of Rallwavys

Other )
Departments
of '
Government of Public sector
Gggeiggigt ‘ India Organizations
as owner (both as suppliers
and consumers)
Railway
Workers Railway Railway
(both blue-collar System Officers
and whitc-collar)

Private gector Politicians,
Organizations (from local to
(both as. suppli- national .levels)
ers and consumers)

Passengers
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TABLE 1

ggpectafions of Key Stakeholders of the Railway Svyvstem

Stakeholder

Government of India ag
owner

Other Departments of
Government of India

Railway Officers

Railway Workers {both
blue collar and white
collar)

Passengers

Public Sector organiza-
tions as suppliers and
consumers

Private Sector organi-
zations as suppliers
and consumers

. Politicians from local
to national levels

Expectationg

Public accountability, Sccial
Justice; Link with national develop~
ment plans; Resource Conscrvationg
Maintaining lifeline for national
security operations; Effective move-
ment of good and people; Control
over policy.

Fair hearing; Support; Coordination;
Preferential trcatment; Control over
resource allocation andg priorities;
Parity with secretarial service,

Rewards commensurate with responsi-
bilities; Promotional avenues;
Parity with I.A.S.; Protection from
Civil service entry into Railways;
Welfare; Autonomy, '

Classification as Industrial Workers;
Welfare; Higher pay; Parity with
Public Scctor employees.

Safety; Comfort; Amcnities; Availe
ability of seats.

Movement of goodss; Preferential
treatment,

Movement of goods; Cost-effective
operations; Consumer orientation,

Favours; Protection of constituency
interests; Public accountability;
Control., -



TABLE 2

Critical Influences on Organizstional Design

Critical Influence

Criteria emphasized

Preferred form

Top Management Structure

| Federal Authoe

operations

Decentralization

Funds avallability

Common policies

Parity with Government
Service

Organization

i1, Migsion National Integrity Policy oriented
Differentiation~Integration rity -
Decentralization
Operaticnal efficiency o

2. Ownership Public accountability Departmental Dual role - Ministerial

Social Justice Organization as well as apex
Integration operational authority
Pricing . :

3. History Operational Autonomy Departmental Dual role - Ministerial
Distinctive Culture Organization and apex policy making

4, 8izeé and Bcope of Differentiation-Integration Departmental Malti-level




Table

2 (COﬂtd. . c)

Modernization

Departimental

5., Future Plans and 12 ; Dual role - Ministerial
© Qutlock Rehabilitation Organization as well as apex
Resource operational authority
optimization
6. Inter-organizaticnal Coordination Departmental Dual role - Ministeérial
linkacge within Control Crganization as well as apex
government operational authority
7. Personnel Communication Corporation(s) Policy oriented
Channels ' o)
Appropriate reward system Multi-level
Cperational autonomy at -
local levels ‘
8. Transportation Stable operations ‘Corporation{(s} Multi-level
Industry_- Customer service
9., Politicel environ- Public accountability Departmental Dual role - Ministerial
ment Control Organization as well as apex

opcrational authority

1
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-3LE 3

Corporation vs. Departmental form with a Board :

. , . . N
An Evaluation vis-a-vis Consumer Orientation

Probability that form will
satisfy design criterion in

Expectation Design Criterion = a Corporation a Departmental
Consumer Pricing = Low High

Crientation Customer service Medium to high Medium to low

Decentralization Medium to high Medium

Operational High Medium
auvtonomy

Stable operations High Medium

Reward system High Low

* Based on all the data collected. Judgements are overall. in
nature incorporating various elements of the design criteria
and their implications for meeting the expectations,

Notei~ The box indicates the bre-eminence of a criterion over
others in the Indian context.
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TATLE 4

Corporation vs. Departmental form with a Board :

An Evaluation vis-a=vis Perfomance Orientation®

Probability that form will
gsatisfy design criterion in

Expectation Design Criterion a Corporation & Departmental
' form
Performance = Decentralization Mediun to high Medium
Orientation Differentiation- High High
integration
Operational High Medium
efficiency
‘Reward system High Low
Communicaticn Medium Medium
chennels :
Modernization Medium Medium
Rehabilitation Medium Medium
Resource High ‘ Medium
optimization

|

* ‘
Based on all the data collected. Judgements are overall in
nature incorporating various elemcnts of the design criteria
and their implications for meeting the expectations.
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TABLE 5

Corporation vs. Departmental form with a Board s

' . . *
- An Evaluation visea-vis Autonomy

Probability that form will
satisfy design criterion in

Expectatlon Design Criterion a Corporation a Departmental

form

'Autonomy National integrity Low High

?u?ii; accountabi- Low High

Integration Medium High
Operational ] High Medium
autonomy .

Distinctive culture Medium High

Funds availability Low High

Common policies Medium High

Coordination within Low High

government
| Social Justice Medium to low High
Reward system Medium to Low
high
Governmental control High High
- Pélitical control - High High

e - i
Based on all the data collected. Judgements are overall. in
nature incorporating various elements of the design criteria
and their implications for meeting the expectations.

Note:- The box indicates pre-eminence of a criterion over
others in the Indian context,



