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Abstract 

Aim of this research article is to provide an in-depth analysis of how public-sector enterprises 

reforms have influenced industrial growth and performance of organizations like SAIL. It has 

provided critical analysis of different types of public-sector reforms along with their 

implications on organizations and public sector. Different types of reforms such as 

privatization, disinvestment and so on have been explained in this article. It has further 

provided statistical analysis of how these reforms have enhanced industrial profitability and 

factors that often-hindered growth of industries to determine ways of improvement. Primary 

survey has been conducted to collect proper information regarding this impact. A few 

suggestions have been provided to determine how future reforms should look like and how 

they could positively influence growth of industries.  

Keywords: Impact of privatization, Impact of trade-liberalization on industrial performance, 

public-sector reforms. 

 

1. Introduction 

Public-sector enterprise-reform was one of the significant liberalization policy initiatives for 

enhancing the competitive edge of public-sector enterprises. Public-sector reform will add 

more intense competition within industries that would actually help in streamlining growth of 

different industries (The Hindu business line, 2019). A major reform is expected to be made in 

2022, which will present opportunities for PSEs to maximize geo-strategic reach as well as to 

enhance their competitiveness. Until date, there have been a range of various public-sector 

enterprises reforms, some of which include privatization, disinvestment, liberalization of trade 

and so on.  

All these reforms aimed at making organizations independent and at enhancing their 

competitive edges by reducing their dependence on public sector. In some cases, government 

tried to reduce financial burden especially during the crisis and introduced reforms to satisfy 

the need of getting access to additional resources. These reforms influenced growth of 

industries significantly in India. Present study is focused on illustrating benefits or drawbacks 

of these reforms in public-sector enterprises on overall industrial performance and growth.   
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Public-sector enterprise reforms such as privatization presented different challenges to 

organizations apart from presenting numerous opportunities. Privatization allowed 

organizations to develop their own management style for enhancing their profitability and 

growth. However, major challenges were also there that caused significant issues in managing 

their operations effectively in market. For example, profitability of SAIL did increase; 

however, employment rate decreased significantly after privatization 

(Economictimes.indiatimes.com, 2018). Share price of this company further fell by 6% after 

disinvestment program (Businesstoday.in, 2020). It was due to poor financial planning and 

improper determination of SAIL’s current position in market. Privatization also comes with 

different challenges that can hinder industrial performance and growth instead of improving 

financial performance of public-sector enterprises. Trade-Liberalization yielded positive 

outcomes for industrial growth.  

SAIL is amongst biggest steel producing and manufacturing organizations across India. It 

currently produces steel and iron at 5 integrated steel and iron plants. Government of this 

country owns approximately 65% of equity share of this organization. However, it also enjoys 

significant financial and operational economy (Sail.co.in, 2021). 

Aim of present research is to provide a critical analysis of ways public-sector enterprise 

reforms have influenced growth and performance of industry. The paper further focusses; To 

explore different types of public-sector enterprises-reforms and their impact on industries 

including steel and iron industry of SAIL; To delve into importance of different public-sector 

reforms and their drawbacks or benefits for industrial growth; To provide recommendations on 

ways future reforms could ensure more positive influence on industries and organizations such 

as SAIL.  

 

2. Literature Review 

 

2.1 Major initiative under public-sector enterprises reforms and its impact 

 

Privatization involves encouraging the private sector organizations to manage and take 

ownership of some of the public-sector enterprises or state-owned enterprises. Especially, this 

happens with loss-making public-sector enterprises for enhancing chances of their survival in 

a competitive market. At present, in India, private-sector engagement in ownership and 

management of public-sector enterprises accounts for approximately 49% (Adb.org, 2019) [5]. 

Privatization ensures overall growth and performance improvement of industry by 

strengthening professional and healthy competition amongst different players, facilitating 

funding for infrastructural development of weak public-sector enterprises. State-owned firms 

of the manufacturing industry that are small are generally prominent players for privatization. 

A range of different studies has found that state-owned organizations are less efficient as 

compared to private organizations (Mandiratta & Bhalla, 2017) [6]. Due to this, decisions 
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regarding disinvestment have been effective for decreasing engagement of public-sector 

enterprises in economic activities for supporting private sector.   

 

 

Figure 1: Privatization impact on revenue of CPSE 

(Source: Thehindu.com, 2020)  

 

A few of Central-Public sector-enterprises have also been privatized and there has been 

a significant growth in their gross-revenue. As shown in figure 1, net profit and ROA turned-

around from a negative margin to positive margin and it surpassed peer firms (Thehindu.com, 

2020). However, there are some evidences of failure after privatization as well. Fundamental 

reason behind this failure is that politics and privatization do not sit properly with each other. 

It is often perceived that private ownership ensures an improved performance. However, reality 

is relatively complex and it often brings negative outcomes for public-sector undertakings after 

taking their ownership. In India, privatization is a highly challenging task to do as most public-

sector undertakings sit on huge tracts-of-land along with own commercial buildings.  

Valuation of public-sector enterprises does not always include value of buildings and 

lands. Besides that, selling of public-sector undertakings for dealing with fiscal pressures in 

short-run often causes huge damages to the government's financial position in long-run 

(Thehinduforum.in, 2021)[8]. Hence, privatization does not necessarily yield positive results 

for publicly-owned organisations and many failures in privatization hampers overall growth of 

different industries operating within public-sector undertakings.  

2.2 Disinvestment policy and reform on industrial performance and growth 

There always exists a confusion regarding differences between privatization and disinvestment. 

Privatization results in changes in ownership controls and management. However, 

Disinvestment does not always require changes in management of public-sector enterprise as 

government can practice previous management style even after adopting disinvestment 

strategy. In case dilution of stake is 50% or less than 50%, there is no necessity to change 

management style. However, in case of dilution above 50%, management and ownership 

control are handed over to private-sector enterprises.  
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The Governments generally make disinvestment-related decisions when there is huge 

financial pressure on Government or when there is a need to bring significant improvements in 

public finances. Apart from this, when public sector enterprises start to experience problems in 

performing properly, the governments of countries encourage some well-performing private-

sector organizations to share half of the ownership of public-sector enterprises through public-

private partnerships. Central Government of India has recently stressed inclusion of 

disinvestment policy in agenda as government is currently in need of additional resources to 

run public-sector undertakings effectively (The Hindustan times, 2021). Covid-19 has created 

this need and government is planning to bring significant structural reform in industries 

including steel, agriculture and so on. This policy is expected to have positive influence on 

performance of industries as strategic private-sector enterprises would share ownership control 

and hence, there will be chances of maximisation of overall profit.  

 

Figure 2: Decline in profit of PSUs after disinvestment 

(Source: Ghosh, 2018)  

 

However, as found in some previous studies, crucial shifts in government policies for 

disinvestment fundamentally attributed to a significant deterioration in performance of public-

sector enterprises and imposed a huge burden on private-sector enterprises to manage their 

financial resources (Ghosh, 2018). As shown in figure 2, there has been significant 

deterioration in performance of organizations including “Steel Authority of India”, “GAIL 

Indiana Oil Corporations”, NTPC Ltd Oil and Corporation Limited” and so on. It occurred 

due to improper planning of “Department of Disinvestment”. Performance of public-sector 

enterprises could be judged through different criteria including dynamics efficiency, financial 

performance, and technological development and so on. However, no proper criterion was set 

during planning for disinvestment that resulted in failure.  

2.3 Trade liberalization and its impact on growth of industries 

Indian economy has been experiencing an ongoing procedure of deregulation and trade 

liberalization of the public-sector enterprises since 1991. Since then, output per capita has 
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increased to a significant extent and unemployment rate has reduced as well (Dasgupta & Kar, 

2018). Figure 3 shows that, there has been approximately 75% growth in real GDP of industries 

operating in public-sector undertakings after trade liberalization. Previously, there were 

complex licensing requirements in industries such as steel, automotive, manufacturing and so 

on. There were high nominal tariffs and a range of different trade-barriers that used to prevent 

export and import to public-sectors.  Apart from this, there were phased-manufacturing 

programs, which mandated progressive-imports substitution.  

 
 

Figure 3: Increase in GDP and employment rate after introduction of trade liberalization 

(Source: Dasgupta & Kar, 2018) 

 

However, since 1980 Indian Government started to focus on trade liberalization and 

reduced tariffs as well as non-tariff trade-barriers on approximately 12% of manufacturing 

products. It led to significant growth of different industries as huge competition pressurised 

them to come up with innovative strategies. Moreover, there were huge macroeconomic 

imbalances that resulted in price hikes on a range of different products including oil, fertilizers 

and so on that in turn resulted in loss of profitability of those industries. FDI liberalization 

further influenced growth of public-sector units positively by enhancing opportunities of 

investment and infrastructural development largely. 

Previous research articles and studies regarding public-enterprises reforms generally found 

positive impact of these reforms on growth and performance of industries only and in most 

cases, those studies only covered old reforms. Moreover, present study has aimed at bridging 

this gap and has covered recent public-enterprises reforms and their impact on performance of 

industries.  
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3. Methodology 

 

Selection of an appropriate research philosophy is a necessity for ensuring proper flow of 

a research and reliability of generated research results.  This study has considered selection of 

a combination of positivism and interpretivism philosophies for effective use of collected 

information. Positivism aided in ensuring that researcher had no personal interests in analysing 

primary information and clarification of research orientation regarding ways public-enterprises 

reforms influenced industrial performance (Siponen & Tsohou, 2018). Interpretivism aided in 

proper use of secondary information that allowed researcher to interpret information collected 

from secondary sources in their own perceived manner. Abductive approach has been highly 

appropriate in present study as this study wanted to analyse influence of different public-sector 

enterprise reforms on growth and performance of industries. It would not have been possible 

to explain this this by using a set of existing concepts or theories. Exploratory design got 

selected as it allowed researcher to explore different ways of analysing ways public-sector 

reform influenced growth of industries and organizations such as SAIL. 

 

Figure 4: Research Process design 

(Source-Primary) 

 

Mixed data-collection method was chosen in the research for ensuring high-level of 

reliability of research information. Primary data-collection has been possible through survey, 

it helped in collection of first-hand, and real-life information regarding ways trade 

liberalization or privatization influenced industrial as well as organizational performance 

(Nayak & Narayan, 2019). Secondary information collection has been possible by consulting 

different journal articles, company websites and web articles that aided in collection of 

authentic and reliable data.  

There 60 managers have been selected for this survey amongst whom 20 participants were 

from SAIL and remaining people were from other organizations such as “BHEL coal-India 

Ltd and NTPC limited”. For primary data-collection purposive sampling and for secondary 

data-collection convenience samplings have been used. 

Abductive

Exploratory

Combination 
of positivism 

and 
interpretivim
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4. Analysis And Discussion  

4.1 Privatization of PSEs influenced industrial growth and performance 

 
Figure 5: Ways privatization influenced performance of industries 

(Source-Primary) 

As illustrated in above figure, according to approximately 54% of total participants 

privatization has accounted for huge profitability of public-sector organizations leading to huge 

growth of industries operating in public-sector units. According to 38% of total participants, 

privatization has resulted in technological development within industries causing them to 

experience substantial growth. On contrary to this, 8% of total participants stated that 

privatization resulted in poor performance of organizations resulting in slow growth of 

industries.  

4.2 Disinvestment policy of the government and influenced SAIL 

 
Figure 6: Ways disinvestment policies of government influenced performance of companies like 

SAIL 

(Source-Primary) 

54%38%

8%

It has increased profitability
of public-sector
organizations

It has brought significant
development in technologies
in public-sector
organizations

Privatization led to poor
performance of
organizations in public
sector

37%

38%

25%
It has been essential for
improving performance of
organizations by making
them independent
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As figure 6 shows, according to 38% of total participants, disinvestment policy 

implementation has been essential to improve organisational performance and to make them 

work efficiently and independently. Approximately 37% of total managers disinvestment 

actually led to extremely poor performance of public-sector enterprises such as SAIL as it 

increased financial burden. Lastly, 25% of total participants stated that it has developed strong 

capital market as well as helped public-sector enterprises to reduce their debt significantly for 

performing efficiently.  

 

4.3 Trade-liberalization, investment and profitability within public-sector units 

4.4  

 
Figure 7: Ways liberalization enhanced investment opportunities and profitability of industries 

(Source-Primary) 

 

As figure 7 shows, according to 48% of total managers, trade liberalization has removed 

tariffs from different services and products that enhanced opportunities for enhancing 

profitability of publicly owned enterprises. According to 30% of total participants, trade 

liberalization helped in attracting foreign investors as reduction in restrictions convinced them 

to make investments in public-sector enterprises that triggered growth of industries including 

steel, manufacturing and so on. According to 22% of managers, trade liberalization has 

enhanced growth of different manufacturing firms through reduction of output tariffs. 

However, it led to increase of prices of certain commodities that further hindered growth of 

industries.  

 

 

 

48%

30%

22%

Trade-liberalization has
removed different tariffs on
imports

It has attracted foreign
investors as reduction of
restrictions seemed favourable
to them and it has driven
growth of industries

It has enhanced growth of
manufacturing firms by
reducing output tariffs;
however, led to an increase in
product prices due to imported
goods competition
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4.5 Privatization yielded a more positive impact on industrial growth 

4.6  

 
 

Figure 8: Ways privatization could have yielded positive outcomes 

(Source-Primary) 

 

As per figure 8, according to 33% of the participants, government should have 

considered effective planning and political cooperation should have been there for ensuring 

success and growth of industries after privatization. According to 52% of the participants, the 

Indian Government should have considered a mega-privatization approach for maintaining a 

balance between regulation and ownership control to drive growth of industries such as steel 

and so on. On contrary to this, approximately 15% of the participants stated that there should 

have proper considerations for inclusion of land values for avoiding confusions or 

discrepancies.  

The above survey provided a proper analysis of ways different factors of public-sector 

enterprises reforms influenced performance and growth of industries. It specified each of the 

factors with their drawbacks and benefits for industrial development that could be regarded as 

one its major strengths. However, industry-specific view has not been provided that could be 

its weakness. Future researchers would get the opportunity to utilize this information for further 

studies. However, a major threat is that it would enhance risks of unreliability pr invalidity 

when conducting research on specific industries.  

4.5 Industrial policy-reforms and professional management 

Public-sector enterprises often lack proper management and control that hinder growth 

of a range of different industries to a significant extent. As cited by Cui et al. (2018), in 

33%

52%

15% Proper planning and political
cooperation

Mega privatization should have been
considered for having a balance
between ownership control and
regulation for driving growth of
industries such as industry of SAIL
Consideration for land values for
avoiding discrepancies
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developing countries such as India, public-sector organizations face numerous challenges in 

bringing improvements due to public-sector inefficiencies, administrative bottlenecks, 

improper management and lack of financial resources. Due to these issues growth of different 

industries in India came to a halt before introduction of industrial policy-reforms. For example, 

Steel industry in India was experiencing huge problems in managing its growth and 

performance in a stable manner during the period of 1950-1980.  

However, after establishment of a new industrial-policy in 1991, there has been a 

noticeable growth in all industries. Recently, Indian Government has come reduced restrictions 

on imports and other activities, which is reflected through development of industries such as 

steel. As shown in figure 9, export of steel in India continued to increase within period of 2014 

to 2020 that resulted in major growth of this industry in India (Oecd.org, 2020).   

 
Figure 9: Increase in export of steel after industrial policy-reforms 

(Source: Oecd.org, 2020) 

Abolition of industrial licensing on most projects has enhanced openness. “Monopolies 

and Restrictive Trade Practices act” was reformed for elimination of need for approval for 

expansion of capacity. In basic and core industries of public-sector units, engagement by the 

private-sector organisations was allowed and it stimulated industrial growth as it ensured 

proper management and control on activities.  

4.6 Public-private partnership reforms and impact on innovation 

Public-private partnership provided a privatized infrastructure that helped in enhancing 

control over industrial processes leading to huge performance improvement. It significantly 

reduced financial pressure on Government and also improved management of different 

activities within organizations of an industry. It improved recruitment and employment 

procedures having a direct positive influence on reducing unemployment rate. Improved 

financial performance was achieved through adoption of build-operate and transfer approach 

(Cui et al. 2018). Public-private partnership reforms enhanced the opportunities for getting 

access to new technological expertise and capital to them.  
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For instance, privatization of enterprises such as SAIL has resulted in a noticeable 

growth and expansion of this company (Economictimes.indiatimes.com, 2018). Its profitability 

has increased significantly in 4th quarter of 2021. In 2021, its profit increased to 6526 crores 

(Sail.co.in, 2021). However, as cited by Yu et al. (2018), political interference often impedes 

the process of ensuring improvement through effective procurement or management.   

 
Figure 10: Financial Performance of SAIL 

(Source: Sail.co.in, 2021) 

5. Result And Recommendation 

Primary information that has been gathered through the survey has provided critical 

understanding of the significance of public-sector reforms on industrial performance. A 

substantial number of managers focused on the fact that privatization has enhanced profitability 

of different industries and other participants supported this by providing an understanding of 

ways it has led to development of technologies within enterprises (Bures & Carrapico, 2017). 

According to most participants, disinvestment was actually disadvantageous for industries as 

it led to huge financial burdens on organizations and resulted in poor performance, while other 

participants stated in favour of disinvestment as it provided organizations with huge autonomy. 

It improved management and control within organizations. Almost all participants were in 

favour of liberalization as it has had a positive influence on industries. It improved industries’ 

performance and profitability by reducing trade-barriers on different products including oil, 

steel and so on.  

Secondary information was collected to test validity of primary information and to 

support arguments or analysis made for primary information. Through secondary data-

collection information on industrial profitability and performance after major industrial policy-

reform was collected. Different statistics were found that aided in supporting each argument 

made in this section of the study. It has been found that, industrial policy-reforms and public-

private partnerships improved growth of industries by improving financial management and 

control on different actions.  
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This research has concluded that public-sector reforms accounted for major benefits in 

terms of increased competition, enhanced profitability, improved geographical reach and so 

on. However, in some cases, there were huge failures after a reform such as privatization or 

disinvestment. For instance, capital share of SAIL reduced after disinvestment. This reflects an 

improper situation analysis of organization and industry. Hence, before making an initiative 

towards a reform, it is essential to conduct situation analysis to determine if a specific public-

sector enterprise is at a good position to be privatized.  

Otherwise, decision for privatizations should be put on hold. Proper planning by “Department 

of Disinvestment” is necessary for effective analysis of probable risks that an enterprise might 

have to encounter after privatization. It is further vital to enhance political engagement in 

decisions to reduce risks of lack of cooperation. 
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