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DBGIHITH&'M Notice toReader

The information contained herein is of a general nature and is not iniended 10 address the
circumstances af any particular individual or entity. No one should act on such information
without appropriate professional sdvice after a thorough examination of the particular
situation.

We have prepared this report solely for the purpose of providing seleat information on a
confidential basrs to the management of Federation of Indian Chambers of Commerce and
Industry (FICCY) in accordance with the contract dated 20™ October 2016 execited between
FICCI and KFMG Advisory Service Private Limited [IKASPL).

This report is confidential and for the use of mansgement only. The distribution of this repost
should be limited 1o concerned and appropriate officials of FICC] and Department of Public
Enterprises (DPE) need basis only.

The report is préepared basis primary survey responses conducted amongst all 60 PSEs. The
analysis and findings are subject to correctness and accuracy of data received,

This report sets forth our views based on the completeness and accuracy of the facts stated
to KASFL and any assumplions that were included. if any of the facts and assumptions is not
complete or sccurate, it is imperative that we be informed accordingly, as the inaccuracy of
incompleteness thereof could have a material effect on our conclusions.

We have not performed an sudit and do not express an opinion or any other form of
assurance. Further, comments in our report ane not intended, nor should they be interpreted
to be legal advice or opinion.

While performing the work, we assumed the genuineness of all signatures and the
authenticity of all original documents. We have not independantly verfied the cormedness
or authenticity of the same.

While information obtained from the public domain or external sources has not been verified
for authenticity, accuracy or completeness, we have obtained information, as far a5 possible,
from sources generally considersd to be reliable. Wa assume no responsibility for such
information.

Dur views are not binding on any person, entity, authority or Court, and hence, no assurance
is given that a position contrary to the opinions expressed heroin will not be ssserted by amy
person, entity, authority andfor sustained by an appellate authority or a court of law,

In accordance with its policy, KFPMG advises that neither it nor any partner, director or
employee undertakes any responsibility ansing in anmy way whatsoever, 10 any person other
than ACCI or DPE in respect of the matters dealt with in this report, induding any ermoes of
omissions therein, arising through negligence or otherwise, howsoever caused.

In connection with our report or amy part thereof, KPMG does not owa duty of care (whether
in contract or in tort or under statute or otherwise) to any person or pary o whom the report
is circulated to and KPMG shall not be liable 1o amy party who uses or relies on this regort.
KPMG thus disclaims all responsibility or liability for any costs, damages, losses, liabilities,
expenses incurred by such third party ansing oul of or in connection with the report or amy
part thereod,

By reading our report the reader of the report shall be deemed 1o have accepied the s
mentioned hereinabosve.
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Dlsc:lama and Nofice to Reader

The information contained herein is of a general nature and is not intended to address the
circumstances of any partiodar individual or entity. No one should act on such information
without approprate professional advice after a thorough examinstion of the particular
siuation.

= Ve have prepared this report solely for the purpose of providing seled information on a
confidential basis to the management of Federation of Indian Chambers of Commerce and
Industry (FROO) in accordance with the contract dated 20" October 2018 executed between
FICCI and KPMG Advisory Senvice Private Limited (KASPLL

*  This repontisconfidential and for the use of management only. The distribution of this report
should be lmied to concermned and appropriate officals of FICC and Department of Public
Entarprises [DPE) nead basis only,

«  The report s prepared basis pimary survey responses conducted amongstall 80 PSEs. The
analysis and Bndings are subject to correctness and accuracy of data received,

" This report ses forth our views based on the completeness and accurscy of the facts stated
to KASPL and any assumptions that were included. Wany of tha facts and assumptions is not
complete or accurate, it & imperative that we be informed accordingly, 25 the inaccuracy or
incompleteness thereof could have a rmatarial effect on our conclusions.

» We have nol performed an sudit and do not expeess an opinion or any other form of
assurance. Fusther, comments in our report are not ntended, nor should they be interpreted
1o ba legal advice or opinion.

=  ‘While performing the work, we assumed the genuineness of ol signatures and the
authenticity of all onginal documents. WWe hawve not idependently verified the correctness
or authenticly of the sama.

- While information obtained from the public domain or external sources has not been verified
for authenlicly, accuracy of compleleness, we have oblained information, 23 lar as possibla,
from sources generally considered-to be reliable. We assume no responsibality for such
information -

» Dur views ane not binding on any persaan, entity, authority or Court, and hence, no assurance
is given that a position contrary to the opinions expressed hergin will not be ssserted by any
pearsan, entity, authority andlor sustained by an appellate authoriby or a court of law,

- In accordance with its policy, KPMG adwvises that negther it nor any pariner, director or
employes undertakes any responsibility arising in any way whatsoever, lo any person other
than FICCI or DPE in respect of the matters dealt with in this report, including any errors or
omissions therein, ansing through negligence or otherwise, howsoever caused.

= In connecton with our report or any part thereof, KPMG does not owe duty of care (whether
in contract orin todt or under sialule or othenwise) to any person or party towhom the report
is circulated o and EPMG shall not be liable to any party who uses of relies on this report.
KPMG thus disdaims all responsibility o liability for any costs, damages, Insses, liabilities,
expenses incurred by such third party armsing out of or in connection with the report or any
part thereof.

* By reading our repost the reader of the report shall be deemed to have accepted the terms
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Strategic Bvaluation of PSES & Roadmap for the opfimization of Operational Efficiency

= Executive Summary

State Public sector enterprises (SPSEs)in Kamataka have undergone a vibrant and
dynamic growth journey till now. However, many are facing challenges due 10
changes in the market environment. The government has taken several measures
to empower these PSEs. Keeping in view of theiringeasing contribution in the state
economy and future potential . this report discusses the performance of all PSEs
with respect to the sector in which they are operating and functional areas.

The report outlines sector-wise perfomance of PSEs in: finance and operations,
human resource, information technology, policy and administration functions and
also case examples discussing best-practices in each of these areas. It also
highlights the actions taken by the public sector enterprises in Karnataka towards
sustainable growth: auto mation in processes, adoption of upcoming technologies
in Information and Communications Technology (ICT), infrastructure development,
green initiatives, CSR activities etc.

The performance of all the PSEs were graded based on an overall classification
criteria taking cue from eligibility criteria laid down by the Government for grant of
Maharatna, Navratna and Miniratna status to Central Public Sector Enterprises. The
PSEs performance was further benchmarked with respect to the industry in which
they are operating namely - Manufacturing, Financial, Power, Road Transpon,
Infrastructure Development, Irrigation, Mining, Tourisrm, Marketing & Trading,
Forest Development, Agro, Food & Beverages, Communitiy Development
{Commercial & Non-commercial), Housing and Others.

Further, this report mentions way forward to address key challenges or concerns
faced by public sector enterprises in Kamataka in terms of functional areas which
are often due to operational inefficiences, human resource management
procedures, compensation concerns, lack of autonomy in decision making etc.
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1. Introduction

1.1 Background and Context of Study

State Public Sector Enterprises (SPSEs) play a key role in the socio-sconomic development
of the state of Karnataka. Their mandate is primaridy development and welfare oriented
with the objective of assisting the government in befter governance and provide requisite
services such as infrastructure and administrative support to benefit the people of
Kamataka, The primary activities they undertale include rural development, sodal
development, infrastructure, energy, institution building, traditional industry etc.

In keeping with their mandate, it is imperative that systems and structures are in place to
enhance State PSEs efficiency, streamline their efficacy and optimize their output to enable
them to sustain and cope with a highly compefitive and fast changing business
emaronment. As PSEs play a eritical role in the soco-aconomic development of state and
with the fact that the share of tumover of these P5Es o State GDP had reduced from 10.10
percent in 2010-11 to 7.12 percent in 2014-15 brings alowt the definitive need for improving
their performance. While some of the PSEs are doing exceedingly well, others are not.

There is a neaed 1o identify the good practices of well parforming PSEs and at the same time

to identify the critical performance gaps and areas of sprovement for other PSEs and the
sector as such.

1.2 Objective of Study

In the above context, it is imperative that systems and structures are in place to enhance
their efficiency, streamline their efficacy and optimise their output 1o enable them to stay
ahead in a competitive environment. For which Federation of Indian Chambers of
Commerce & Industry (FICCI), in association with KPMIG Advisory Services Private Ltd., has
been contracted by the Department of Public Enterprises (DPE), Governmeant of Karnataka
to conduct a study in order to provide recommendatiens and develop guidelines.

Tha key objectives of the study are:

« Identify reasons behind performance gaps between leading PSEs and their non-
performing counterpans

+ ldenlify methods to improve efficiency, increase effectiveness and optimize
outputs to cope with changing business enviromment

+ Prepare guidelines for streamlining operations o achieve their strategic objectives.

« Prepare a roadmap for implementation of guidelines along with a performance
monitoring framework with short, medium and 3ong term objectives

© 2017 EPMG Adwiary Servica Frivale Lid, an Indion regestersd privain Gmited messpany 0nd 2 mamber s of e KPMWG astwarck of
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- 1.3 Approach and Methodology

The study follows the below approach and methodology built around 3 main tasks
namehy:

A. Preparation and familiarisation of questionnaire - Preliminary high-leve!l analysis
of the overall perfformance of the SPSEs supported by publicly available data to

identify key focus areas o the guestionnaire. Familiarization of the questionnaire
focus areas to all PSE officals.

B. Analysis of survey results, PSE categorization and in-depth analysis of select PSEs .
— Analysis of survey results to identify key takeaways in every business function.
Categorization of PSEs basis select financial indicators and in-depth analysis of
select PSEs in each caiegory.

C. Recommendations and Action Plan — Preparation of recommendations and action
plan featuring key findings basis the benchmarking analysis conducted for the
select PSEs and leading best practises.

Id=ntifying one PEU in
esch category and | Study lzading practizes
urndertaking o detailed in furetfoning of publie

ltlidf of their = furderakings =
pdrinixtration, Anance, ] -‘;J-'II'J'I:JHH Ll d
HA. poficy and corporita Intsmational

govarmance practices

Preparaton and
diztributicn =
Structured
“Cuecationnamn”

e e R R R L

-
Conduct workshapfer
familianzaton o
guestiennalima

e bovelop
categorzing PEUa Ints . - ;
4 categoriea bazed on resommendationa for

safeczt parameten

improvermernt areax in
gach ef the funetiona

e e e T

= i

pollscton of filled

i " Gondest workashop to
Collation of kay e ‘:;“'_ﬂ:flur:i;:’m v mimrar ihe syggestions
Eakezways fram the < e d ! and hava eenaanaus an
workshap g 2naly=ing overall survey Sl . woommendations
; reaults and obtaining N :ore releaze of report
kzy tnkemways
(A s %0 i (e
Preparation and Analysis of survey results, Recommendations
familiarization of : PsU categorization and in- | and Action Plan
CQuestonnaire . depth analysis of select
PSlis

Figure I: Methodoiogy of Study
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2. Public Sector Enterprises in Karnataka

2.1 Overview

The PubliesSecior Entesprises (PSE) of government of Kamataka include both state
government companies and statutory corporations. Their main function is to execute
commerciabactivities for the welfare of people and to boost the state economy.

81
Werking

PSEs

INF
48,765.17
Crogg

= Working P5ls  « Nen-working PSUs

Frpure 2 Tord menbor of PSE=

2 INR 538.94
Crore Profit

1.92 Lakh
:1{ Employed

* Government Companies = Statutory Corporations

Figure 3 Working PSE=
Source: Report of the Compirolier and Auditor Ganeral of India on Fublic Sector Undertakings, March 2015

The appointment of executives and directors of the board is done by the government and

administrative departments on behalf of state government who exercises control over the

L 2T EPMG Advizory Servicn Privets Ui, an leclinn reginned privase

limibed company and » mesbes firm of isa EPRG nansoii of
meRpndEnl ey v affilgned st KPS e ot ko Coopat @ |

TEFMEG Imtwnational*), o Swi ety A5 righis resssmd

o



s
.

Strateqgic Evaluation of PSEs & Roadmap for the optimization of Operational Eficiency

_matters of these PSEs. Finandal stake of state government in PSEs include share capital,
loans, guarantees and special financial supports such as grants and subsidies.

The total investment in 93 PSEs, which include capital and long term loans amounted to

INR 83,282.11 crore (as on 31* March 2015)". Growth of investment accounted for 43.25
percent increase bebween 2010-11 and 2014-15.

Government Companies Statutory Corporations
Type of LCapital Long Total Capital Lang Total  Grand

PSEs term r

Total
loans

" Working 49,09290 7880071 | 7789361 1,942.06 286392 | 490598 | £2,699.59
PSEs | | ,

| Nonworking 160.21  4R3 | 582.52 - - 1 - |, 252

i PSEs !

"~ Total 49,253.11 927302 7BA76.13 1,942.06 2896392 450558 83282.11

Table 1: Total Inveszment in PSEs for the rs::'a'r 2014-15

Source: Heport of the Comptroller and Audifor General of India on Public Sectoer Undertakings, March 2015

=  Total lvestment in the yvear
2014-15 constituted 61 per
cent in capital and 39 per
cent in long-term loans

JL0a654a,

= 093 per cent of the
investment was made in
. ST195.17,
B1% working PSEs while
remaining 0.7 per cent in
non-working PSEs

= Capital = Lomng Tenm bans

Figure 4: Investments types in P55

Sowce: Report of the Compiroller and Audilor General of India on Public Sector Undertalangs, March 2015
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Fagure 5 Year wise 1otaf investment in FSEs

Source: Report of the Comptrolles and Auditor General of India oa Public Sector Undertakin gs, March 2015

-1028.27

Yaar

190609

- Bi

@ 8

Working PSEs

1500 1008 -500 o SO0 1000 1500 20040 2500

Armount in Crores

i MNet Profitloss oo Loss s Profi =#="Working P5iis

Figure §: Profit Loss Ststistics of PSEs

Source: Repornt of the Compirodler and Auditor General of India on Public Sector Undertakings, March 2015

As on 30" September 2015, the working PSEs accounted a prafit of INR 1438.53 Crores

and loss incurred amounted to INR 899.59 crores.
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_ 2.2 PSE Sector-wise Classification

Agriculture and Financing Infrastructure
Allied
Manutacturing ' Power Service

00O

B WWarking & Mo Working

Figure 7: Seclor wise classilication of PSEs
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41 70722
Firsancing

Aaqricufiure and
alfied

293N

o 000 010000 2 15000 220000 25000 30000 235000 240000 2 4AS000
Totad brrve=trmn

Figura 8 Sector-wise lnvostrment fin Crores) 3son 31 March 2015
Sounce: Repon of the Comptroller and Auditor General of India on Public Sector Undertakings, March 2015

Major investmenlts in PSEs were in infrastrocture and power sector, which accounts for
90.01 percent of total investment in 201420157

2.3 Key role of PSEs in economic development of state

Economic development being tha prime concem of the state, PSEs act as an instrument in
implementing industrial policies to achieve development stirategy goals. The twelfth five
year plan ideate PSEs to be competitive, function on their own mobilizing finance from
capital markets, attain growth through technology improvements, partnership, mergers
and acquisitions. The objective of economic development with social obligation such as
self-reliance, socal justice and mitigation of poverty were 1o be attained amidst current
political framework and in an economy in which both public and private sector co-occur.

PSEs faces major challenge in undergoing continuous transition with respect to changing
scenarios.

Figure 10 below depicts PSEs year on year contribution to State Gross Domestic Product
{SGDP). Even though the turnover has increased to 17.5 percent over a span of five years,

the percentage contribution to SGDP has shrunk from 10.10 percent in 2010-11 to 7.12
percent in 2014-15.
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Strategic Evaluation of PSEs & Roadmop for the optimization of Operational Eficiency
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Figure 10 PSE Turnover va SGOP
Source: Report of the Comptroller and Awsditor General of India on Pubfic Secior Uadertakings, Marnch 2015

The financials of the state greatly depend on the performance of PSEs. Shortcomings in
planning, investment and other activities in the management of PSEs need to be revisited
50 as to reduce losses or to enhance profits. There is a necessity for greater compliance
and accountabifity in the working of PSEs.

As the contribution of non-working PSEs to the state economy is mil and doesn’t mest tha
objectives pursued, rmeasures for closure or revival of PSEs is likely o be considered.
Benchmarking exercises with performing PSEs is likely to be adopted by other aspiring
PSEs in order 1o improve performance and reduce burden on the state governmentL

Complexities have risen due to changes in business environment and exposure to world
markets thus forcing PSEs to function on commercial lines with obligation towards society.
Liberalisation of country’s economy invited competition from global firms as a result

pressure on PSEs to parform and deliver returns is escalating. Smarter reforms are required
to address such challenges,

D IONT KPMG Advizory Service Privete Lid, sn indlon regismeed privete imissd company sl 8 member femool (e KPMO seteork of
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Swrategic Evaluation of PSEs & Roadmap for the optimization of Operational EMciency ::I -
3. Questionnaire Focus Areas and Key Parameters 3

The key focus areas of questionnaire are highlighted below:

Financial position of the firm, inventory details,
subsidies & granls. E:*:_ﬂﬂ"iﬂﬂl.lf& EKDEF’ES anad
imports.

Composition of employees, sanctioned strength,
vacancies, training and skill development
opportunities.

Joint ventures, strategic partnerships, tie-ups,
collaborations and other strategic information

Adoption of information technology and
automation

Planning, budgeting, production, capacity
utilization and turnowver.

m Corporate governance mechanism, transparency,
B =~ accountability and CSR activitics.

£ 207 KPMG Advinary SErvicE Priwme Lol & dsn egislared prrals Dimibed companry and & memder ool #e OFWMG rebeors of
independem member foma sHiliaeed wan DPMG essmations Cooperaive | " KPRG imernmionsl ™), o Swis anting. 8 ights s
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Strategic Evahustion of PSEs & Roadmap for the optimization of Operational EfSicency

—To understand thl: key functions of the PSEs, 3 survey was conducted. The guestionnaire
was .p_repﬂr_ad with huﬂ'l dose-ended and open-ended questions for identifying existing
administrative, financial, human resourcas, operations and corporate governance practices

of all PSEs and their performance levels. The survey queshonnaire captures the below key
aspects.

= Financial information provides understanding of PSEs financial health. Evaluation
of information available in the form of statements (balance sheet or profit and loss)
across five-year time period is collected in order to measure the parformance of
PSEs and for understanding the trends in assets and debis, liabililies, equities, etc.

*  Employment level, growth in opportunities, vacancies and composition that enforce
equality and social justice are major indications of developing economy. To improve
the productivity and competitiveness of the economy proper training in skill set and
knowledge is required

« Strategic information that reflects multimodal economic restructuring activities.
Joint ventures, collaborations, tie-ups and partnerships involves combined efforts
to improve efficency and to minimize uncertainty by combmning complementary
abilities. Constant changes in technology and global market have driven PSEs to
form alliances to have competitive edge.

s«  Adoption of information technology and automation is essential for optimizing the
way in which an organization conducts business. Automation enables smarter
management through better decision-making and long term strategic planning.
With better flexibility and functionality of Information technology sohutions results
in better efficiency gains, improved productivity and cost savings.

» To improve management of expenditure performance focused initiatives, stronger

- ties between policymaking, planning, budgeting, and other government systems
and enhanced accounting and financial management lools are required. Budget
outlcomes ara influenced by fiscal discipline, effective allocation of resources based
on priorities.

« Corporate govemnance mechanism in PSE will ensure that they are lead and
controlled to accomplish their initial objectives with effident utilisation of all
available resources. Greater accountability and trensparency deliver improved
performance and service to the involved parties.

<This space is intentionally left blanks
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4. Summary of Survey Findings f

4.1 Sector-wise perfformance review

The sector-wise performance review of PSEs were undertaken to understand the success
factors and key challenges faced by PSEs in a specific sactor. The analysis was camied for

key parameters refated 1o their financdial, operational, administration, people and policy
maliers.

4.1.1 Finance and Operations
Sales tumover comparison
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Figurea 171: Secior wise salss BTOveET SONRparisc
Source: KPMG in India Analysis 2016 basis primary survey
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Profit after tax comparison
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Profit After Tax (in INR Lakhs)

m Average Profit After Tax 200115 ® Profit After Tax 201516

Faguare 12 Compartsan of Profit after Tax
Source: KPMG in India Anabysis 20706 basis primany sunvey

Increaze in profit after tax for agriculture, service and finance sectors when compared to
last five-year average gives a positive note to the investors whereas manufacturing sector
registered a three percent decrease in profit after tax in 2015-2016 compared to last five-
year average. Power sector and infrastructure sector has performed better for 201516 as

losses have reduced significantty compared to last five-year® average.

=This space is intentionally left blanks

¥ Average of profi afler 1ax Tor last 5 fnancial year 2011-15 are considered for analysis
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Subsidies and Grants from Cestral Government and State Government

1 20000
E=
0o = T OO
- =
EE B0000
2 E % E0000
o = =
:'-1_"
% T T 40000
B =
= 2 20000
‘m =
9 E 0
w5

1

il

Agricullure  Mansbeturing Infrastruchme  Service Financing Powwer
anad Al

201314 w1415 w2516

Faqure 13 Subsidies and Grants from Central Govermment

Source: KPMG in India Analysis 2018 besis primary survey
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Strategic Evahustion of PSEs & Roadmap for the optimistion of Dperstional Efficiency

.. For the last three financial years the subsidies and grants from Central and State

Gowermnments for infrastructure and power sector accounted for 53 percent and 87 percent
of the total subsidies and grants provided.

Net profit margin
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Figure 15: Met Profit Margin

Sownce KPMG in India Anabpsis 2018 basis primary survey

Finance sector accounted for highest profit margin of 26 percent with infrastructure sector
recording lﬂ!.‘lpluﬂn:upnul‘ -19 percent.®

<This space is intentionally left blank-

5 Morerage of turnover, profit after tax and net profit margin for the financial years 2013-14,2014195 and 2015
16 are considered or analysis
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imrentory Management
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® Arleast once oviry month 8AtasT ONCE every guanos
® Atleast once in six months BAlleas! once a year

Fgure 1& Frequency of iventory Check
Source KPMG in India Anatysis 2016 basis primarny survey
Aczording to responses received®inventory levels are being checked primarily onca a year

by the state PSE's. However, in manufactuing sector 42 percent of PSEs have been
eonducting inventory checks at least once every month.
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- 4.1.2 Human Resource

Source: KPMG in India Analysis 2016 basis primary surey
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The five-year average employee count was calculated for the above sectors. Over the years,
service sector and power sector has grown rapidly that it now employs 50 percent and 41
percent of total work force in the state respectively. Agriculture sector accounts for least
number of employees followed by financing sector. Manufacturing sector accounts for 7
percent of total number of employees. Even though policy reforms have come up in the
past for equal employment opportunities, total men employed in PSEs stands at 93 parcent
undermining gender diversity. Strong leadership, accountability, innovation, efficiency and

a motivated work culture will help enhance gender diversity.
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Sales-per-employee ratio

Manufacturing sector accounts for the highest sales per employee ratio indicating higher
productivity and efficiency in its operations with 195.6 lakhs INRlemployee. Service sector
on the contrary holds the least sales per employee ratio primarily due to large employability
inthiz sector.

Fomwir Fiilh |
Financing 3.0
Service 189
Infrastructure 712
Manufaciuring 1956
Agriculure and Allied 40.0

00 200 400 600 300 1000 1200 1400 160D 1800 2000
Sales-per-Employee (in INR Lakhs)

Figure 18 Sales-per-smployes ratia
Sowrce: KPMG in Indias Anslysis 2016 basis primany suney
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Figure 150 Employes Age group Analysis
Source: KPMG in India Anslysis 2016 basis primary survey

* Sales-per-Ermployes ratio is calculated by dividing seetor revenue by cutrent total workforee In that sectae,
Anahyzing revenue earned por employee in 3 paricular sector is useful in comparing it with other seciar
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Currently more than 63 percent of the employees fall in the 25-45 years age group and 10
percent of the work force aged above 56 years will be retiring in the near future.

Frgure 20; Percentage share fn fotel emmpoyed
Source: KPMG in India Anabesis 2016 basis prifmany Sufvey
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Figurg 21 Skithed v Unskilied Labour emplowed

Source: KPMG in India Analysis 2016 bhasis primany suney
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More than 91 percent of the labours employed in PSEs are skilled® with service sector
employing 72 percant of them. Share of service sector in value-addition has risan sharply
over the past as a result of growth in skilkintensive services. Growih in educated labour
who have completed graduation, size of skill intensive services and share of service secior
paved way for the marketability of skilled labours.

Training and development
Agriculture and Alliad Manufacturing Infrastructure
= e o s Yex = blo aYes = Ro
Servica Fmnancing Power
» o2 = Mo = Yea =Ma

sfem = MNo

Figure 22 Sector wiza iraining fasities provided e employoos
Source:; KPMG in Indla Anstysis 2016 basis primany suneey

Training and skill development result in improved job performance, planning and
coordination, problem solving capabilities and improving soft skills. It imparts an ability to
employees to betler understand the practical applicability of their knowledge and skills,

* Skilled workers are those who possess skill, knowledge and special ability in carrying out their
job. They may also have undergone various training and completed technical education,
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Service, finance and power sector provade better training o improve skills and to baild
competency of employees compared to other sectors.

Trainings were primarily conducted by the PSEs in areas to improve operationalftechnical
=lgll and knowledge, good governance, others were on enhancing sector knowledge such
2s workshops on infastructure development etc. Programs were also focused on capability
building, effectiveinterpersonal skills, quality control, management development, financial
management, personality development, soft skill development programs, public relations,
legal awareness to achieve competitiveness and excellence etc. To benefit out of such
programs a definitive afl year round training plan is to be developed in tune of current skill
requirements and needs of the technology era.

Figure 2% Frecuency of traming

M
Source: KPMG in India Analysis 2016 basis primarny survey

Basis the survey response 42 percent of the PSEs have conducted training for outsiders
and 74 percent of the respondents claim that they lack the capacity to provide training
facilities for outsiders. To make training and skill development programs extremely
effective it should be well planned, evaluated periodically and handled by a competent
team.
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4.1.3 Information Technology

Automation in Operations/R/Fnance/Admin
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Fagure M Automation in depariments
Source: KPMG in India Analysis 2016 basis primary survay

Automation in workflow is largely employed in finance and administration areas followed
by operations and human resowrces. Further iniliatives to automate human resources and
operations can help the PSEs streamiine their process there by improving efficiencies,
productivity and most importantly reduction in cost.

ERP systems

PSEs have identified the need for automation for accurate and timely information for better
decision making and strategic planning leading to implementation of ERP solutions.
Majority of the survey respondents have dlaimed that various functions of the departments
such as online trade, operation and maintenance, personnel records, atendance,
recruitment, payroll, accounting, salary processing, transfer of funds, other transactions,
email, internet and websites were automated using various software solutions available,

EAP solutions implemented include SAP, Oracle, SCADA, Tally, COBOL and DATA mina
elc.
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_ 414 Policy and Administration

Corporate governance compliance
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Figure 25 Corporate Govermance nonms compliance

Source: KPMG in India Analysiz 2016 basis primary survey

Poor governance results in weak outcomes and it affects service and defiverability. Diltion
in accountability and decision-making is to be minimized. More than 80 percent of the

survey respondents followed corporete govermance norms, which is a good practics 1o be
followed across PSEs.

Autonomy in PSEs x ELY
Autonomy assists PSEs to invest and grow, resulting in better performance. Autonomy and
invesiment are closely linked therefore it must be ensured thal PSEs. are run

professionally. Moreover, in recent times the need for bringing autonomy in fl.n:ﬂm of
state-run PSEs are being argued largely.

Ower and excessive interference in business functioning is disadvantageous to PSEs and

dalays in functioning can affect their outcomes. Reforms are reguired for enabling
autonomy in recruitrnent, staffing and poficy preparation.
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In the cument state of operations, vacant direclor POStS raises cONCErns on corporate
governance mechanism and effective decision-making. There hawve been several

challenges in filling up these vacancies; 44 percent and 46 percent of sanchioned strength
of directors in service and power sector remain vacant respeclively.
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~  Performance based budgeting
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Figure 28 Implermentation status of performance budgating
Sournces KPMG in India Analysis 201 6 basis primany suney

Many public sector undertakings across the globe are insisting upoen inclusion of
performance statistics in the budgeting process, which helps them increase transparency
in operations and improve efficiency in managemenl. Mora than B0 percent of the
respondents from infrastructure and manufacturing sector responded that they have
implemented performance based budgeting.
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Effective planning exercises in PSEz help to establish goals and objectives and to
commmunicate them to various stakeholders. This will act as an enabler to focus WO
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PSEs camry out planning exercises,

Various reform initiatives?

Key reform initiatives of PSEs include

Rapid infrastructure development

End-to-end automation through ERP software implementation that will enable
transparent and seamless functioning of departments

Development of newer products with better design and quality to compete with
other private sector firms

Up-gradation of manufacturing process to promote environmental

friendly
approach

Joining hands with consulting firms for business process re-engineering activities
and better financial planning

<This space is intentionally left blank>
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Sumegic Evaluation of PSEs & Roadmap for the opimastion of Operational Efficiemcy

— 4.1.5 Summary - Sector-wise performance review

Agriculture and Allied | « Profit after tax have shown significant improvement in the
year 2015-16 compared 1o last five-year average

= Share of central government subsidies and grants is much
higher than that of state government

= Net profit margin of the sector is 6 percent

= 50 pemcent of the establishments have their inventory
level checked once in sk months

« Sector constitutes of 1 percent of the total work force
employed in PSEs

= Sales per employes ratio is INR 40 Lakhs

= More than 76 percent of employees in this sector are of
the age 46 years and above

« Only 33 percent of the establishments in this sector
provide skill training for employees

* More than 85 percent aulomation in finance and
adminkstration functionalities

» Lacks autonomy in recruitment and staffing functions

« |mplementation status of performance based budgeting is
as low as 40 percent

Manufacturing = Sopbsidies and grants compared to other sectors are very
low

« Net profit margin for the sector is 2 percent

#* Mora than 75 percent of the establishments hava their
inventory checked multiple times every year

= 5 percent of the total workers employed in PSEs are from
this sector
= Sales per employea ratiois INR 195.6 Lakhs

= More than 65 percent of the labourers employed are
skilled

= B0 pereent of the establishments in this sector provide
skill training for the employees which is the highest
among other sectors

» Lacks automation in all departrment functionalities except
for finance

0T KPMG Advieory Service Frivate Ly, an indisn registeeod privite lemisd compeny ard 3 rmmibar S of the KFMG aetwark of
indupnndant msvdeal Krea alfiliated worh KPMWG Inaimatonsd Cooparsten | "EPFMG roansbonsl ™), 8 Seeisa aanty, Al vighas resesvad.
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Strategic Evaluation of PSEs.A Roadmap for The optimiration of Operational Eficency

Implementation status of performance based budgeting is
abowe B0 percent

Profit after tax has shown improvemnent in the year 2015-
16 compared to last five-year average.

Subsidies and grants from central and state governments
compared to other sector is very high

Fmanciat health of the sector is a concern. Net profit
mangin is -22 percent

5-#1 per employee ratio is INR 772 Lakhs.

1 percent of the total workers employed in PSEs are from
this sector

Morethan 69 percent of emnployess in this sector are of
the age 46 years and above

80 percent of the labour employed are skilled

Mare than 80 percent of the establishment in this sector
provade skill training for employees

Auononry in recruitment and staffing is low

Sedlor has high rate of corporate governance normes
compliance

Service

Sector accounts for 15 percent of total tumover

Showecased significant improvement in profit after tax
compared to previous 5 year average

More than 50 percent of the rﬁpuidmﬁdahmd that
their inventory gets checked every month

Employs 50 percent of total work force

Sales per employee ratio is INR 18.1 Lakhs which lowest
among other sectors

75 percent of the employees employed in this sector are
under the age of 45 years

Sector employs 79 percent of total skilled labours
employed in state PSEs

11 percent of the respondents provide training for
employees

Complete automation of finance and administration
functions

_l:!i!-'l'.l' EFME Advigory Sorslce Privine Lid, s indies regassind peivais fimiied coampsarty o @ menter femoof e KPRG nedwosk of
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 Implementation status of performance based budgeting is
below 50 percent

Financing = Net profit after tax for the sector is 26 percent which is
highest among all sectors.

= Improvement in profit after tax compared to previous 5
year average

= All respondents claimed that they have their inventory
chedked once every year

= Employs 1 percent of total emnployee employed
« Sales per employee ratiois INR 29 Lakhs
= Morethan 80 percent of the workers employed are skilled

= Only 30 percent of the respondents claimed that they
provide training for employees

= Automation in human resoences and operations
funchionalities is below 40 pesrcent

| Power * Accounts for 48 percent of total turnover
#» Profit after tax improved compared 1o last Syear average

= Subsifes and grants from central government and state
government amounted 1031 percent and 43 percent
respectively of average total subsidies and grants for last
3 years

=« 50 percent of the respondents claimed that they have
their inventory checked once in every quarier

= Employs 41 percent of total employees employed
= Sales per employee ratio s INR 26.7 INR Lakhs
= B9 percent of the workers employed are skilled
= All establishments provide training for employees

s [Implementation status of performance based budgeting is
66 percent

Tabls 2 Sectorests sumimasy of suney Bndings

Source: EPFMG in India Analysis 2016 basis primary sunary
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Strategic Evaluation of PSEs & Roadmap fior the opfinization of Operational Efficiency

4.2 Function-wise performance review

4.2.1 Finance and Operations
43 43
—
18

eI

1180.9

o 50236.9
TG

AnNt-12 a3 R34 20415 2015168

=a=Fiofif Mating P5SLUs
—#—Lozs Making PSUs

Fapue T2 Overview of Profit] oss-making PSEsS

10428602,

1sag8 001906 4150404

12 HiMI HIF4 201415 201518

=#="Sybeidies and Grant=s from Central
Government

== 5 rsitlies and Granis frovm State
Government

Figure 31: Subsidhes and Grants from Cantral’Siame
Gowernrmant fin INR lakhs)

Source: KPMG [n India Anatysia 20716 basis primany surey

-1 AN2-13 201314 2014-15 201516

== gymaent o Central Excheguer
==[ayment 1o State Exchequer

Figure 3 Overview of payments (o centralisia
Excheguer (in INA lakhs]

201112 01213 20M3-14 201415 201518

Figure 3 Expenditure on & D (0 INS lakhs)
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Strategie Evalustion of PSEs & Roadmap for the optimization of Operational Eficiency

Atloast cmce
evary Sim
months

Alleast once 3

16%

More than
once @ month

Figure 34 Frequency of imentorny checks
Source EPMIG in India Anabrses 2016 basis primany sunvey

There has been a significant increase in grants and subsidies from central and state
government. This in effect may increase risk of over capitalization due to inefficient
linandal planning, lack of effective financial control due 1o easy availability of money
from the government, As evident from the survey responseas, due to ineffective inventory
control, nsks of underutihzation of capacity arises. Improper methods of demand
Fﬂmmslfi'ig leads to over production and stagnation of inventory. It is necessary for PSEs
to aligntheir products and services to the new changing business environment.

<This space is intentionally left blank
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Sirategh Evaluation of PSEs & Roadmap for the optimirstion of Operational Eficiency

Best Praciice - Onversiiication Strategy

IDheempr it S BTy 1 COrrsiiensd s
& walsabls ol B FEBCng risk anad
IFTITRAND DLTiNESS PETOOmanCE

A of deesrsilication B 1D credle value
or wealth in excess of whaa foms wowld
BRT WD Qi INC 3o
Diersificanon & Tound o e posEneely

cormpanses. Fimns End 0 roduce

assockgied] with Bnancial periarmancs,
regardless of busaness size. ' .
Larger firms e dpend 10 DR more
obeprzilld Compaed =@ mdesiren
B

stongsl fnancial performancs wihEn
ey ofler

= el TG of prodaCTs s SeTvECES
= hava mishipls lEge Cusmers
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Baroneasey of ol sires would Pus ba
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Frww examples from the Siate.... mEry

Earmatairy Tosps and Delsrgefis Lianded

+  Consanty improvng business by launching new prodescrs amd| diversifying ino diffenent
Category of S0apd I compensale shortage of Faw massrkals

Karnataka Eilk industriss Corporstion
*  Risein demand lor Mysore sii 5aroes have Encourped opening mors modemized
showroomeculles acioss boundanies.

Irnpaording paOuct range far Iowing cuSTomed DaSA MEIoES The plobs
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* Culural difierences
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Strateqec Evabtien of FSEs & Roadmap for the oplimiesten of Opeotionsl FSidency

Best Practice - Inproving value-chan thioughMeAs

> Mergers and acuisiices [MEA) e being increasingly used as 2 siraegy B ndeeeg e
s and aceneng troey marte share groneth and 1o enhance competithne eoge i

* Defferemi Orooestoncess and Mmoot Eschs 0 MEA sl vories with e aporosch,
maand el and exsteson. Howewer, e vl of IEEQEEROE DEPWEST TwD COPpanies
ey rhenes e saccess of mergers

* ExIFaneous Taciors such B lesdership, DUSIMNess CuiTure and aominismation iflusscs M&8 |
deals, RS of 3 ded % OWaminged Oy varikous facioes such a5 profies, Sseilecnial progsmy,
CLEanaee hoss e, Mony Bms ol peefer 1o Qi Teowph BMEA'S despbe chollergeng
Conic e !

oy noad

Indian scemano....

= Compatite globsl maks! ks plempted many indian companies 1 go for MEA'S, Indisn
firms acoering foreign businesses have Deen the latesi rend in e indian corporste seoor
parsonifying their confidencs leved in sxpanding el operalions soocesshilly

= Thers afe diftes snt vy faciomn which lead to This robust Mﬂﬂﬂﬂﬂm
ke Tit-mralizmion, tnaribles gowemment Dolicies, eComnpmic o, dwmamic amiuds of
Il erEeprEners, aicitiona ouidiry

* indian secoes that have esored 10 mergers and scquisiions in ieoent dmes inchese T &
ITES, telecom, Enance, FMOG comstruchicn rmaterisls, Eombbels adusty and cicol

imdustry. B RS béen spieading far and widhe TRTQLON varkols weticals an ol usiness
ElEriorms |

* Recomly, povernmen i mpkding oplions  for MbAs aoross ceneral peblic sE007
uniderialings a5 well in coder M improwe The value Chain as Tene are mulbpls eniizes coing
sirmilar or melaied work

= Ewven ol MEAS Bre comemon in private SeCtor, i1 Ras Desn visry enited in public secior

Key Challenges. ..

= Aymbhagasity relatang 1o Mok laws and regulanions = Fauiry siresgse plarning snd unaklled

= Creprpayrne for MEA'S epecing more peofin "

I inlegiation ssues 2 Differsnce noulae

= Loss of Cusimers
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Straiegic Evaluation of PSEs & Roadmap for the optimiration of Operational Efficiency

Best Practice - Inventory Menagement

ESerEay DENg 3 Majol Component of woriong Gapital e sucoess or Tadlure of a Dusiness ety
OEpEncE Spon B FVEIEDS Y Managerenl periormancs o2 g e exienh Imeenlary mansg em e Coreists

ol i Brllcesrienag TusnacTSCaTES

* Demsminang T sore of fresniory
* Famsblisieng procedures of fiscire invemory naesiing
* Reatineg COosl ol Frveninry

EBective inveniory management peacices cam be implemented in pubiic Secior 0 oplimipe
pefodmance. Legacy practices of Dy and holl ser@egy s g1l followed in camRin organd Sanong,
witgry maerial i§ purchaseo umlanps Qs and heid o eeeced [argaty Fpnoving Carmying CoETs.

Whidg 35 promdnenit and pﬂﬁ!-ql-'—:.h“m-dm siralegy kong 200 when ey
moognired e consicierabde ol of Camying Everiong, ncoding the costs of obsodescencs, dam aoe,
shrinkape, xes, and S0 Iodh. n orde B educe Bed op vemiory cosl 8 compy ehermEinee Frve oy
A gETmenT Sy Sl m ROkl b8 inpkmeed ba s mesfsndihing of iINYenTory oo up Gheraiom
I clpia endry eTOrs, §nipping misoies, s Doy of Daoededos of Wil 1S inoor not n sioclk.

Koy features of inventory management Tystem

Ky pararnetera o conakder

* Eefecsion and management of Emeniony Mesee ST - COMEMUOUS OF DeTiodic Tiview Sysiems
et on hiSlorical amyerlory Mo bevels

* Coueing swaseqy - Declding swamegies for bullding 2 Bohl cytie count Sysiem in line with
approprigia counting frequancies hasad oo sllscn of cyling counting on  ManUTACTURNG, Feceving
and dedbvery processes. This will help desermins whethar counting needs 10 De dona based on
location, catepary, value of produchwise.

¥ Managing inrveniony m:nnn.ﬂiudm-m stoCk levels lesds oo lower
CONTS O DpRTanine

* implpmenting quality CoONTOl = Frooitees 1 neip emelryeed undErsTANG Wil neads 0 De Checked
while recetving the manufsciued goods such 25 sk of damage, product cobors, sipes, prices, eie.
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Strategic Evahation of PSES & Roadmap for the optimiration of Dperational EMiciency

5.2 2 Huoman Resources

161305 162633 THS

N, of sinployess
ERRE
SEEEERREE

LFe

0%

2011-12 2002-17F A3-14 200415 201516

mmm Total Emphoyees Made (Full Time, CasualDaly Rated WorkersContract)
= Total Empleyees Female (Full Time, Casuallsily Rated WorkersCantract)
m Total Employess (Full Time, CasualiDaily Rated Workersontract)

= fverageé percentage of vacant posilions in the compamy [with regard to Sanciioned staff strength)

Figure 35 Employes Information
Soamce: KPMG In India Analysis 2006 basis primary suney

B B

Skills trainingfoompetency Skills trainingdoompetency Capacity to provide skills

building facilities for building fecilitees for training/competency
employees oufshders buikding facilities for
outsiders

m Available  wMot availabio

Figrure 36 Skl Building
Sowrce: KPMG in Indla Analysis 2016 basia primary sursey
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Figure 38 SkilledUin-skilled Labour Proiile

Source: KPMG ia India Analysis 2016 basis primary survey

There is a need for staff optimisation in PSEs as nearly 41 percent is the average of vacant
posibions over sanctioned strength of employees. The reasons for the same could probably
be duelo recruitments not being done basis need assessment and projection of manpower.
Challenges arise from key managerial posts remaining wacant for long durations as
strategic decision making and performance might get compromised in this regard,

D WATP EFNG Adeiery Seewicn Privee Lid, gn bradipn cegiabersd privele bmied compasy and 5 momber e of the EPMG sabwork of
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3eSt Praciioe - Renventing HR

= HA mansgemen & crnical W SusEE T level of performancs
fof Dudiness which imeobees  aidessing the compleory of
wikionce, legal obhiganon and cooffsnamon of Qools of e
Giganaration and emplcysei. HR provide services o bDom
Mg pirs and emphoyees and ae the owners of Drocesses and
roCadues of e Company.

—

= fAs e BivATDREment iS5 Qefhng more compaeiitive continudus
learming and deeslonersanl will pliy 3 oritical role in kopping up
he competithe sdge. Conlimias masiment is required for
providing eposure ard skill oevelopment fod  raising the
perlormiancs bar ey PSLIS,

= HA shoulkd svolve 0 COMMplama Nt DUSINESS FRQUEirament ad
Cigsie 3 fucreschil susinabdes scooymem. Drganiiaibons nessd
to devsiop apie leaming memsdy aooss all foncions  wnd
roles. Major challemge would be shiking the nighl balance
DeETwedn Srategy and technobody.

= Growmn in plobel manos, aovanceEmem of echnohopies and
increased demand for producton are wansforming globsd
business erdesamen and HA will play 3 major robe in aligning
PSS with the Dusaness naods.

= Thlenl ol has prown mod e diverss making it hecessary o7 HR

Challanges. . :

= Cuantifying FA peograms in financial Mims = jdantifying & developang funars ey
= Fromoting a seiflearming culhers = Promaoting highty engaged workforca
=  Miotrvating meﬂ Culture = Fawr alkccation of compersabon
= AEEfBEGh and capatiy builbding =  Densing innovabon and colisborrios
= Debineg Cansed delopmsim = Promoting haahm e seliness
= Generaiing wordoe merics and anaf@ics - Selection and recruidng of right talem
=  Defining roles by shifl 3¢ = Mapid and effeciive onboarding

g~ = =

- Way forward. ...

= iVESTIMERT (R WeEng and cApacy Dulding wihich are congidered 50 e omg erm
irmvestmant for me nest level of leacers intha organization,

* Focus on gends dearsiy, Amacning and retaining femala ket and bulichng a kewel playng
Taelch.

* Susidinabli peformance Fhrough induesiny rEIETONE G0 SoCiE) o6 b hagus
= Devdelopeng sHetiensd Governancs and pivancgd winrktoncs planaing capani e

* Craaling a bobsing workiornce emiionment thowgh frequent employes engagement
pograms S
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Strategic Evahuation of PSEs & Roadmap for the optezaion of Operational Effcensy

5.2.3 Administration

Aartomation in Administration CSH Initiatives

i progneesid o s,
1%

Several progecis
undertaken, £5%

Fguva 40 Automation in Administration™ and CSA™ portfiolio

Source: KIFMWG in India Amalysis 316 basis primary survey
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Figire 41: Level of avtoromy in aciministration and status of non-camventional emergy wes

Spurce: KPMG in India Anabysis 218 basis primary BLIFEY

" Anablysis hasis dats rom 6% reepondents
" Analysis basis datas frem 29% espondents
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Strategie Bvalusation of P5Es & Roadmap for the optimization of Operationsl EMciency

Sharing planning commities decisions

!

formally to the Board for their perusal and 4%
imglementation
Constitution of formal planning committes F T,
Ry Year s
i 5%
Annual i
i h 75%

Performance based bedgating B1%

!

0% 10 % 306 &0 S0% 60 70 B0

Mo mYes

Figure 42: Status of Planntreg sed Budgeting in PSEs
Sowrces KPMG in India Anabysis 2018 basis primary suney

Automation in administration was primarily achieved with the implementation of email,
internet and website, More advanced automation installations such as SAP, e-file
management systems etc. were implemented in very few PSEs. Thus in many PSEs there
iz high dependency between departments and effective coordination between departments
in terms of finance, materials management, production forecasting and research stc. poses
risks. Other initiatives that have been undertaken by PSEs include
» 18 percent of PSEs have taken several measures to reduce their carbon footprint
such as LED lighting, efficient engineering designs for building infrastructure, car-
poaling, Timer-installed street lighting, periodic emission checks etc.

= 23 percent have implemented solid and hguid waste management reforms in their
work premises,

According to the survey responses, CSR activities are undertaken by 89%" of the PSEs.
However, 63% of the PSEs have menticned actinviies undertaken in pursuance of normal
course of business as CSR activities. As per Companies Act 2013, "C5R Policy” relates to
the activities to be undertaken by the company as specified in Schedule VIl to the Act and
the expenditure thereon, excluding activities undertaken during normal course of
business of a company. Only 37.5% of the respondents are undertaking CSA activities in

accordance with the activities mentioned in Schedule VIl of the Act, not limited (o the
following activities:

T Analysis basis data from 309% respondenis

0 W17 KFMIG Aeisory Sarvice Privete Lid, an inclisn registered private fimsed company and @ mambsr firm ol the PG notecr of
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Strategic Evaluation of PSEs & Rosdmap or the optimization of Operatsonal Effciency

Eradicating extreme hunger and poverty

Promotion of education

Promoting gender equality and enpowesing wormen

Reducing child mortality and improving maternal health

Combating human immunodefidency vines, acquired immune deficiency syndrome,
malaria and other diseases

Ensuring environmental sustanability

Employment enhancing vocaional skills

Sodal business projects

Contribution to the Prime Minister's National Relief Fund or any other fund set up by
the Central Government or the State Governments for socio-economic development
and relief and funds for the welfare of the Scheduled Castes, the Scheduled Tribes,
other backward classes, minorifies and women

" & & = &

- - " w

As per the Act, every company having net worth of rupees five hundred crore or more, or
turnover of rupees one thousand core or more or a net profit of rupees five crore or
more during any financial year shall constitute a Corporate Social Responsibility
Committee and undertake CSR adlivities. However, out of the total 56% eligible PSEs anly
14.7% have mantioned about the C5R activities during the survey.

<This space is intentionally left blank=
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Strategic Evalustion of FSEs & Roadmap for the optimization of Operational Efficiency

Best Practice - Management Control Sysrﬂn

.

. Managesment Contiol system ad managers in achieving orgamization's obyective by Hh:livl.
. and efficient usage of nesoues. Contrdd spstems tend 1o bring common objectives and

coordinate processes withe organtratons,

| Provides an executive frameword which =i management in decmsion making which ans
I'li'nu with organzational goals. Sherng of gosk and
organization s Key o improve competitiveness, profitatality and stakebolder satisfaction

e e

"amt Control System

Considored the backbone of a
ofthed Sydlen whech asnves
the purposae of ouardifying and
fre-tniwng sirategec plars, o
pidinatingg business acthibes
ASTig A responginlity B

Imm !

A cusantitative mpasare whech |
miboites  progreds  of o
onjanittion n achioving s
demned obpdives. B involves
codlection and anabysis of data

Helps 0 delsrmining gap

Activity Based Coating

Assgeng ms © prodecds,
Sefvaced, peopec], lasks efic
based om  tha  aciily
praviormed ard  resources
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= Control systems {acilitaie the monitoring of regulating of 1he behasor of deeciors,

managars and olher superisory personnel in an organizaton
= A strong managamaent control sysiem deceases vulnerability of PSS to eed ks
* Lead business 1o compelilve BOvaniage ind supeniorn perforrmanoe

-

* EHective and etfciont mplementdion of the pre-dotermimed plans
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5.2.4 Corporate Governance

Applicability of corporate governance norms
(nerms followed in PSL)

Axrailability of quornum for 3l board meetings

Composition of the non-executive members of
board alignment to business functions of PSU

Cognizance of domainindustry knowledge,
experience, cerdifications and compensation in
the selection processes of Non-Executive...
Boards invohement in proposing strategc
initiatives, prlorities and preparing calendar of
activities for the PSLI
Effective communnication of board decisions
1o the Administrative Departrment (of sector
that the company operates in) and...

CRY 1

L Q]

Fiqure @40 Corporate governance - Siats check

% of actual over sanclioned strength
TT%

2%

1

CHficial directors on board  Mon-offical directors on
beoand

Figuire 45; Fercentsge of sctual over sanciioned sirangth
af dinecions

Figurg 4.3 Occurrence of board
Mgeiings

Source: KPMG in india Anshysis 2016 basis primary survey
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Strategic Evahution of PSEs & Roadmap lorthe optimization of Operational Effeciency

Measures taken for increased transparency and accountability

-

Consumer grievances redressel forums
Ensuring availability of annual finance statements and audited accounts in public

 domain

Publishing information required under AT Ad in the website and replying to all
petithons under BT

Regular consuliation meetings

Transparency in public procurement prooesses

Adoption of software and related techaologes in the field of trading and operations
for increased transparency and accountability

Extensive use of Karmataka e-procurement portal

Implementation of SAP

Details of PI0s, API0s and respective appellate authorities have been notified and
updated in website of the company as reguired under RT1 act

Complete transparency in staff recruitment process -
Implementation of leave management system to eliminate human intervention and
promnoting transparency in |leave graniing mechanism

<This space is intentonally left blank-
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Best Practice - Corporale Governance
R T T e e L

Cofer@e Gowehance o B3O OIGMEIFR Brm commimenl and dopbon of Mol rachoss
BOPCAR B3 e walpe Chain pnd im ol of R dealingd with & wite groud of STakehodders

ENCOMDES SN WOy ES, CUGINIEE, vendors, regulmon sl sharetolders (mclueding e
minorey sharehobders], imDoth goad amd Bl nines.,

Key issuves from indian Scenano.....
« Auicnormy in PSLs
> Dlorys o LI 0D vACINCHS I8 DON-EECUTVE direchor positions:
* Umewanied comsulianion with atminisrativs ministes for maners conceimes with
day 10 day managemani
* Hecruiting righl talent and over sEffing o1 lower kel
» FuncSoning of e PSL boards !
¥ Sire and composition of boan, weaing pricdites and locus sreas
¥ Preasnce of QOWVeTTimesnT nomines
* Atmance of 3 MeChanism i evabusg fureConing of board
Failure on the pan of PSUS to comply with Corporate GOveimancs norms

Seming of govemance standards prevaken in stae PSL,
- Protechon for minorimy stakenolders

Kay Banefits.... = ; =
| » High level ransparency and the prncigies of declosure I
|
| ¥ Furm tends i aci o the best mtssest of the lm aed ils stahehokders

* Company's gam the Wust of the invesions. the cusiomers and the eommuniy ai langs

* Halgn Brres oltan move oficisncy and reducs waslage

* Reduce the imownt of nsks in thes business 35 well as any altemgls of comuplion and
memaragemant by leflovang the praciices of good govemance
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- 5. Inter-PSE Benchmarking Study

5.1 Overall Categorisation Criteria

Lategory

- -
' .
i PSESw

‘Fﬂdﬂﬂ‘nﬁis in 2 years out of the last 3
i E?getﬁ-ﬁ

.' "
Imﬁ
T it i 3

PEEIM mnﬂttlm criteria of the Performing -::aiagmy

as well as:
Hi I-;i "'ﬁ" B it = Minimurm awaraga annual turnover of INR 50 l:r
P‘ : o during’ l;hu last 3 years o
. I.Imrmum Mraqa annual net profit a.fmr tax ch.lrirug-
lhﬂlast:i'.mamuﬂl'mmﬂr .
=3 iy
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5.2 Overall Categorisation of PSEs

Fiqure £8 Categorization of PSEs
" 2emt ol § high parforming PSEs rocsive grants from cantralstats governrment

Source: KPMG in India Anatysis 2017 basis market research snd primary survey

[ Sector

Figuere 47: Sectorwise cosgorization of PSEs

Seurce: KPMG in India Analysis 20017 basis market resaarch and primany survay
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- 52Industry-wise Categorisation of PSEs
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Infrastructure Development J i

Typar average PATLoss

{INR Lakns)

A Bural Infr:

1014

A546.6

1463

6551

-509

é
o000

:
:
g
{
i

Iyear average PAT Lo

[INR L akhs)

LR oLl

|
i

T Community Development

=

Larrulizcd

{Mon-commercial) ! i

3366.5
199.9
176.9
174.5
=392

e L

{INR Lakhs)

Corporation

5145.12

2818.69

1824.54

165.64

0o ee

[ 3year average PAT/Loss

|

]

ETEVEET

0o 0
i

DR PG Advisory Secnces Preain Lid, a0 lsdisn regissecsd privess limitod comipony and o member Gern of thy MG reosork of
ideparoas) misembDad fiomes ahlilatsd o i KPR irdamptionsl Coopd s "EPMG Intermadicnel "], & Seiss ety A rightth nivipresdl

ah

[ ey



] ik W

Strameqic Evaluation of FSEs & Roadmap flor the optimization of Dperationa Efficiercy

= | T e O o = R =
Commu Development i Fear averape s |
L_ m'? (Commercial) | {INR Lakhs] et Plﬂ_nrmam Rarikifsg

458.4

153.9

:
0000 ¢ 0

-1028.7

i 3year average F'J'l-TT"I.._D".i.!F:.__

Housing (MR Lakhe) | Perdormancs Ranking :
2867 &5
Rajiv Gandhi Rural Hc po—_—

¢

Limted

Iyear average PATLoss | [
! (INR Lakhs) i Pﬂhrmﬂmllhlhm _l

amataka Stata Wy
Lol porlat F625.9 “
882 B
269 -ﬂ
5.7 <

Sourea: KPMG in lndia Anabysis 2017 basis OPE Hondbook “Karnataka Public Sector Enterprises s a Glanes
and primaory SUrvey Pesponses

O I017? KPMG Advispry Service Pivas L, an sdan regisees) meits Bmited company and a mamber fem of the KPMG sk of
e pandent membe Dirosvs S0 ed wah EPWG Ircemations Coopereive |"KPRMG Intermationsd =], @ Swisd antity. AR righty mascesd

=]



Swrategec Evaluation of PSEs & Roadmap for the optsmizston of Operatonal Effcency

6. Case Studies - Insights from select best
performing state PSEs
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BESCOM- Key reforms
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7. Case Studies - Insights from international best-
practices

Brazl - ntegrated pannngand budoeing nformation
system

Meadforreform

T st

KeyleamingsforState PSUs

Raglicating zmilur model far engag £ 3 all-level amplayeezin planning and
budgating

inter-PEU sruma and conferenpes == mMpart BEST-mractice
chullenges an atimg an anablins sm. mant for bettarnent of

Ement agenda
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oingapore - Attracting and retanngthe best taent

MNeedforreform

To amtract and retain good wien: = raugh refarms In ko =an rezsureafunetion

Prohklom

Kayleamings for State PSUs

Rastnicturing of recruitmant model
Performance linked pay
Continuous faedback and Ferformance Improvement Plans
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Kenva - Professionmasaion motivation and morae
mprovement

Need for reform

Tu prufr;!ﬁsinrut' i rovingmotivation and ultimately
oraleamongpu ':n. =i isation officers

Froblam

««itli@ acknowlecginginatstemoat professionalizing and
motivating the servicestl ramzn largely implicit in the cverall
mandate ofthe P5C, the FaCand other atate actors still raguiradto
focusto better target. imclemantandmeasureinterventians

Solution

Introductionof a zarvica
Raview of paoliciez
Imaravemenisintearms ol
Iraining and devealopment
Flax:s =_: careeroro

Result

of officers to zign ficant
gnd maaningfui transiormaignathay are first motivatas i 2 way
thatenhancas tha "gusss arzlzintma wark placa

Keylzamings for State PSUs

Empioyeeawards andrecognitionschemes

Provizion for providing flextlz caresroptions for aspirng
emplayees

Continuous leaming prljg""== oizapemployaes adept with
currasit market mappedskils and capabilities
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- 8. Way Forward

8.1 Guiding Principles and Goals

The recommendations are suggested keepinginview of the current state scenaro inwhich
PSEs are functioning and indine with perfformance-driven goals to achieve sustsinable
growth of the PSE sector in Kamataka. The action-plan lays down key challenges and
possible suggested interveslions in ares such as Corporate Governance, Human
Resources, Finance, Administration, Research & Development, Operations and Strategy.
The degree of priority is assigmed against each of these areas basis views and major
concerns that emerged from participants during workshops conducted during the study
period. The major challenges faced by PSEs in the current scenario and related
performanca improvermant goals are listed subsequently.

Curent State Scenario
|- Ineffective povermave
Lack of Financid AL 07CT
|egacy Systems g/ ectng perfomance

|2CK Of fransparenc; N operaion _

Poltical interferencs
fLrealcracy
1. LacK of nignt taent

g Lackof continuous =a1ing
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Performance-driven goals to achieve sustainable growth

| I =dcrenng and opeseoral epreach

rdsradsusianable oy

ETandacepehites to underizi e iefoms

SO0 Q0VEManCe envonme !

o b o N

(yeangacaiadnven cuiure

Strong Learning -ulﬁnn sﬂhmr

ey ._.‘.1 _- ] ';:-i!!_"'-"'. N ﬁ:.ri i

The detailed action-plan for improverment of performance of PSEs is discussed in detail in
the subseguent section.
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Strategic Evaluation of FSEs & Roadmag for the optimization of Operanonsl Effaceency

Annexure

Listing of PSEs based on overall categorisation criteria basis flinancial data from DPE
book "Karnataka Public Sector Enterprises at a Glance™ 2017 and survey responses

Type of
sectorfindustry

iame of undataking

Category

Y

Kamataka Silk Industries Corporation Limited High Performing
Kamatzka Soaps & Detergents Limited High Performing
K amataka Vidyuth Karkhane Limited Performang
"::‘“:;“n:::“ The Mysore Bectrical Industries Limited Perfoming
Mysore Paints & Vamish Limited Performing
Thea Mysore Paper Mills Limited Lerer Performing
The Mysore Sugar Company Limited Parforming
NGEF (Hubli) Limited Low Performing
Financial Enterprises| Kamnataka State Financial Corporation High Ferforming
Mining Enterprises | The Hutti Gold Mines Company Lirmited High Performing
Mysore Minerals Limited Very High Performing
K arnataka Power Corporation Limited Very High Performing
K.arnataka Power Transmission Corporation Very High Perdorming

Bangalore Electricity Supply Company Limited

Very High Performing

Corporation

Power Ganeration Ehammﬂudmﬁi Blectricity Supply ; _

{Transmission/Distri| Corporation Limited ety

bution Enterprises)
Mangalore Electricity Supply Company Pt
Limited erforming
Hubili Bectricity Supply Company Limited Loaw Parlorming
Gulbarga Electricity Supply Company Limited Low Perloming
Bangalore Metropolitan Transport Corporation Low Performing
Karnataka State Road Transport Corporation Low Perfoming

Road Transport North -
Extasprigen orth Exstern ataka Road Transport Lo Prrforniig

Morth Western Kamataka Aoad Transport
Corporation

Lew Perdomming

My sore Sales International Limitad

High Performing
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Type of

sectorfindustry

Name of undertzking

Category

Mam::t:?_p i‘:ﬁm m Communication & Adveriising High Parforming
wm PN Coiaaon High Performing
h‘lﬂhkﬂ E‘!nt#Tﬂun&rn Drevedoprment Performing

Tourism Enterprises | COfPoration Limited
Jungle Lodges & Resorts Lirmited Ferforming
Cauvery Meeravan Nigama Linmited Perdorming

Irmgation Enterpeses

Karnataka Meeravan Migam Limited

Low Performing

Krishna Bhagya Jala Nigam Limated Low Performing
Kamataka Road Development Corporation .
Lirmited Low Performing
Kamataka State Industrial & Infrastmecture Performin
Development Corporation  Linndted 9
infrastrscthars =
Devel Eamalah Elfil:n?;;alr Industries Development High Performing
Enterprizes i
Karnataka State Textile Infrastrscherns Performi
Development Corporation Lirmimked ng
H:]-rnﬂah Rural Infrastructure Devedopment Very High Performing
Limited
Karnataka State Seeds Corporation Limited Performing
h'.arnatah Food and Civil Supplses Corporation High Performing
Lirmited
Karnataka State Agro Processing & Export .
Agro/Food & | Corporation Limited EANEIREG
Beverages Based
Entorprses Karnataka Cashew Development Corporation P
Limited 9
Karnataka Togari Abhivrudhi Mandali Limited Performing
I'{_ars.'nilﬂ& Compost Development Corporation Low Parforming
Limited
f.arl:h::ta Forest Development Corporation PaTorninG
Forest Development )
Enterprises Karnataka State Forest Industries Corporation ;
Limited Performing

£ 17 PG Advacry Sardcs Privave L am indisn rogstersd privete |imdsd ooempany snd 3 member fiem of tha KRG network of
ciepancend membar Toma a34ilistecd wetl PG Iedpmations] Coopssialies | “IOPEM0 monadional "], & Swia entily. &1 righis remsseisd
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Mame of undertaking

Category

D.r. BH Am bedkar Development Corporation Eigh Parfouming
Limited
D. Devraj Urs Backward Classes Development Perfaring
Corporation Lirmited
oty
Develspmest (Mon- | Karnataka Minosities Development .
Cosmercial] Corporation Paranming
Emterprises
Karnataka Maharshi Valmiln Scheduled Tribes Parformin
Cevelopmeant Corporation Linmited = -
Earnataka State Women's Developmant .
Corporation i
D Babu Jagjeevan Ram Leather ndostries A
Development Corporation Limited arbiiifa
Eamataka Fishernies Development Corporation i
Uit Parforming
Karnataka Handloom Development
Comnamesity Cn:pc-:a tiaunaLTmi T Low Performing
Devclopment
| Commmercind -
7 Kamataka State Coir Development :
Enterprises) Corporation Limited Lo Feriperng
Karnataka State Handicrafts Development )
Corporation Limited Parionming
Earnataka Sheep and Wool Development :
. Corporatian Low Performing
Karnataka State Police Housing &
Housing E e II'-II.I'.IEI.I'I..IIIIZI.IFE Development Corporation High Performing
Limited
Rajiv Gandhi Rural Housing Corporation :
Limitect Low Performing
D Devraj Urs Truck Terminals Limied Ferfarming
Karnataka State Warehousing Corporation High Performing
Miscallaneous
Entemrees Shree Kanteerava Studio’s Limited Perfarming
Karnataka State Electronics Development ‘
Comparaticn Ferforming

Fufiiad
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