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REVIEW OF THE PUBLIC SECTOR

R, VENKATARAMAN

It 15 mEARTENING to note that the performance of the
public sector as a whole has greatly improved during
1573-74, though it has still a long way to go to achieve
adequate return on the investment. During the year
under review, there were 122 units under the manage-
ment of the Central Government, including seven
enterprises onder construction, three insurance cor-
porations and two non-profit-making  companies
registered under Section 25 of the Companies Act.
In all, there were 115 running companies, including
the Steel Authority of India Ltd,, which is a holding

company and the review concerns itself with 114

enterprises.  These undertakings may he broadly
classified into  production  enterprises  comprising
steel, minerals, petroleum, chemicals, engineering,
consumer goods, ete., numbering 75 and servics enter-
prises such as tradivg and marketing, transport,
tourtsm, financial services, rehabilitation industeies,
ete., totalling 39. As on 3lst March, 1974, the total
investment in these enterprises amonnted to Ws 6,237
erores (equity Rs 3499 crores and loans R 2,798
crores) of which the investment in the prodoction
sector was about Rs 5200 crores representing 84 per
cent and that in the services sector was over Rs 1,0

crores, or 16 per cent of the total. The working
results for 1973-T4 disclose that 44 units in the
production sector eamed o profit of Rs 118.14 crores,
while the other 34 units in the sector made a loss
of Rs 92.8 crores and that out of 30 service sector

enterprises 23 made a peofit of R 4261 crores, while

ten incurred losses to the tune of Bs 373 crores.
Thus, T3 out of 114 ent made -a profit of
B 160.75 croves, while the ather 41 made losses of
Rs 96.33 croves, leaving an over-all profit of Rs 84.42
crores for the public sector as a whole. This figure
of Rs 64.42 erores compares with the profit of Rs 17.74
eres in 1972-73 and o Joss of Hs 1902 crores in
1971-T2.

The tnrmover doring 1973-T4 was of the order
of Ax 6,777 erores ot against a tumover of Rs 5299
crores in the previons  year. Tn spite of marked
improvement in (umover, the gross nrofit hefore

interest and taxes increased only from s 247 crorey
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to Rs 273 croves, This may be ained by a larger
oulge on salaries and wages of Hs 786 ‘crores in
18H3-74, aygwinst R 541 crores in the previoos YEAF,
due 10 increase in emplovment from 9.3 lakhe to
13.14 lakhs. Thus, while the turnover increased by
28 per cent, the dishursals to emplovess in the form

increased by 47 per cent. It
at the value of inventories, which
used to be as high as seven months’ cost of prodiic-
tion about five or six vears ago, has come down to
4.3 months” cost of production during the vear under
review,  The public sectors contribution "to foreign
exchange eamings theough  export of goods and
trading increased to Rs 693 crores from Rs 503 crores
in the previous year. In the generation of internal
resnirces.  comprising  depreciation  and  retained
profits, the public sector has nearly fulflled the
target of Rs 1,265 crores set by the Planning Com-
mission for the Fourth Plan period. Significant
contribution made during the last two vears has
enabled the public sector to reach a figure of Rs 1,260
crores as agzingt Re 1265 crores mentloned above.
Though quantitative figures of production of each
unit are not available in the review presented to
Parliament, figures relating to capacity ublization
in the manufacturing industries are given. Out of




S ity studied, 45 showed o capuscity wtilization of
more than 73 per cent, 23 ringed betwesn 50 qnd
3 per cent and 18 operated 80 per cent
capucity,  Thus, the over-all picture raises optimism
regarding the future of the public sector,
Jespite the rosy  picture presemted abowve, the
performance of indivighal units leaves much to bo
i Even the

ouly: Bs 2554 crores or one half of one per cent,
steel, which acommts for the investment of Ws 2,029
cores; has ended in a net loss of Re 572 crores.
While Hindustan Steel has shown a profit of Rs 4.7]
crores; the Bokaro  Steel hag ended 0 'a lnse of
Bs 1043 crores. It is significant that the Hinglustan
dteel has improved its performance from 4 losg ot
Rs 278 crores in 1972-75 to a profit of Rs 4.71 crores
. 1973-74, while Bokaro has increased its losses From
Rs 545 crores to Rs 10.43 crares.  Similarly, Bharat
has incurred greater losses than in the
previous year, the Bgures being Bs 1033 crores in
1973-T4. against Rs 71 lakhs in 1972-75. The Heavy
Engincering Corporation still rune jn the red with
a loss of Rs 7.24 crores, though it, has managed to
reduce its losses from Bs 1657, croreg incurred, in
the previous - There are, however, a few Liright
spots in the picture.. The (il
Commission improved jts profit from RBs T crores to -
Rs 2448 crores, the Bharat Heavy Electriculs from
Rs AT croves to Rs 27 crores, the Hindustan, Aero-
nantics from Bs 4.14 erores to Rs 829 crores and

. Criterion | of-.

- ity or
. unscientilis
» JEErOY e e

. AL

* should, theref
i Natural Gas

«two yurdsticks for  megsurh

SWARAIYA, Fune a5, 17

the Mudrs Poetilivers Trvnm
o w profit of Rs 508 ernpes. !
A review of the public sector discloses that Lt
for the profits  from the services  sectar ke the
M.MT.C. Ry 1147 erores), the STC (Rs 404
crores), the Shipping Corporation (s 14 crores)
others contributing iy 4l o profit of wbout Rz %
crores, the picture of vetum on our colossal invest
ment of Rs 5000 crores i the production sectar
would be o dismal e,
With. monopalistic and semi-monopnlistic eondt
Hons existing in the public sector and with i grenber
Profit is not o tegs

flexibility in munaging prices,
efficiency, It s possible o civer
iiefficiency by ingne sing the toll on the consumer.
The true best shonl he; (u) whether the unit is e
neing to its fullest capucity and (b} whether it i
conforming to stancdar) costs. There should be ool
two clussifications, e units producing their el
capacity and these which Jo yot The current pre
- sentation of wnits producing aver 75 Prer cent of theiy
30 per cent of theiy capucity is really
el misleading, 1t may help to measure
t over the previous vear, but canngt ghve
a true picture of elliviency of & public sector entep
prise.  Secondly, iutemational compirison of prices
depend on multiple factors like the rute of excliun
0 not give & tmie ‘picture, Euch enterprise
ore, work out the standard cost of s
prodict under o, eomclitions and trv to eonfomm
to it It is anly then that there can he proper asses-
ment of the perfurmance of the pulilic sector, Wo
commend to the public sector the adoption of these
i the efficiency of i
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LETTERS TO THE EDITOR
- PROLIFERATION OF p

Sir~After 268 vears of Imdependence; :  of this * Miniubry by Ik & B it bl Jegidiers af all peali.
we in India find that the - quality- of - piggs Besicles, such o’ conlition wovers. Mol pirtics b theie hagds Engetlier
karlership has: gone diwn comsiderably.  wiene of -dlispurabe slements will be s without standing on prestige nd [T
Men without  principles, .who  chyngs stuble having the of disgruceful  Jined s detormined  effort b the
therir lovalties a5 easily a5 one changes  defections  gnd withdtawal of aipport eatubilishenent of pesve and sofal 11
his clpthes, are to bo Found in each and " alwiys hanging on LM TR T meel ety b lsgreass meduction in the g
VeTY urhy Fl.llﬂlﬂ.'lh'::c ire I'Il.lh'hﬂ;:\- e b ﬁl‘uﬂﬂlt in suich & elimate: of culbuzral el nlusdrin]  sesbops,
imis politicnl parties amd Ty seat ln  uneertainty anxidty,  their entin 3 . .

A legislature or municipal body, there  tine gud enongy Cwould naturally o sl ; T
are five or sx cundidates " devited b safepy; : O [sis = . : "
different  politica) 4 besided some oo by all possible means, fuir i faul, RUTHNASW ALY TRUST
independents; < The vatey Eif clivided ™' "Such an unstabbe and wonk goversimend

sich am extent that a commanct
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. ) ] uf” Mpe M, Huthomswamy whp will 1a
oen 'Il"““' 25 per gont dh"*‘m‘ ‘dence of hﬂﬂh amd  demoeracy empleting 90 vene of awe and e
""'_h" “M“m wa m-: of n mé; II:]" o S irabing a0 0 venrs of pubilic: ik on 15th
i Bl oy, i, S gt 3 e i 1
iH-emdnimed oo . may enjoy ahso-  national elements try to exploit - the © 2% polites, i & propased o s
kite majwity and- make e Opposition  situition wnd fsent tponble and shin  [0nls e the |-u|:._1||||-lm||-|1l: l'.ifl allr:h;hm
ineflective and impotent. _ M mitss hysteria by inciting frsstrated, e fl""”"'“ He samme Pl
It ussi. alsn - bappen  that i single . misnatiuge o il indemmeed peapls o the t_'“'i‘h“ i rfniﬁmmhlll i I
party o fumn any stable goversmets - imbulge i violos with dmgunity, el of  Lawe College, * Moidras, Viee
e thes. g Blales, It e tragedy | that ' alth uth Chuncellor of the Annarglad University,
:-1_1~:mlu.l'rr|g' 5 ﬁlh each party all pedition] purthos prackiin that theie % embee of the Mades Pusblii: Servicn
hargnining 1o graly s mach s possibile,  wim ped e m‘tn'lmlFtT_ﬁ.p a string Commission, of the Mardras Leyishutivn
which ' imarisably resulls “in EXpEnsion  and peospero nubon* with castiduss enttnned on prge &)
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