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Dsclans afi ffitm toReaffir
The information contained herein is of a gerEral ,r lre and b not interd€d to address tla
cirarmstances of any parthular indivirfual or entiry. No orle shonld act on s(rch informatirxr
withoul approgriare professional advice after a ftorough examinatk n of the particular
situatbn.
We have prepared thb rcport solely for the purpe of pmvirling select informat-ton on a
confdential basis to the management of Federaim of lndian Charnbers of Commeroe and
lnduqry (FICct, in accordance whh the contract daEd Z)G Oaober mt6 executed betueen
FICO and KPMG Advisory Service Privare Umited (XASPL)-

This report is confideitial and for the use of rnanagE nent onv. The distribution of thb report
should be limited to concemed and appropriate fficials of FICCI and Department of PubfE
Enterprises (DPE) need basis only.
The rEport is prepared basis primary survey resporres conducted amongst all @ PSES" The
anabsb and firdings are srbjecl to corredress ard accuracy of data received.
This report sets forth our views based on the corpleteness and accuracy of the facts stated
to KASPL and any assumptions that were induded [any of the facts a{d assumpt'rons is nd
complete or aco-rrate. it is imperative that rve be i omed accordingly, as the inaccrracy or
incornpleteness thereofcould have a material efiecl on our conclusions-
We have not performed arl audh and do not erFess an opinion or any other form d
assurance. Further, comments in our report arE nd hended, nor should they be interprcted
to be legal advice or opinion-
Whib performing the rrort, we assumed the genuineness of all signatures and the
aurh€nticity of all original documents. We har? rd independently verified the corredness
or authenticity of the same.
Vvhile information obtained from the public donrair or eldernal sou rces has not been veriH
for autlEnticity, accuracy or completeness, rve haye obtained information, as far as possiblq
from sources generally corr*rered to b€ .diaUc- Wb assume no responsibility for suclt
information.
Our viervs a re not binding oo any person. enrity, adprity or Cou rt, and hence, no assurare
is gi\ren that a position contrary to the opinions €rg.€ssed herein will not be asserted by any
pers(xt. entity, authority ard/or sustained by an rydlate authority or a court of law.
ln accordance with its polic]r, KPMG advises thd neither it nor any partner, director or
empbyee undertakes arry r€sponsibility arising in atry way whatsoever, to any person otlt€t
than HCCI or DPE in resped of the matters dealt rlh in this report, induding any errors or
omissbns therein, arising thmugh negligence or otrcrwise, howsoever caused.

ln conrEction with our report or arry part thereof, XPf,IG does not owe duty of care (whetlEr
in contract or in tort o, urd€r statrlte or otherwbel b any person or party to whom the repoat

is cira ated to and KPMG sfiall not be liable to any party who qses or relies on this report.
KPMG thus disclaims all responsibility or liatility for any costs. damages. lcsses. liabil-tties,

expenses incurred by sudl third party arising o.,]t oa or in connection with the report or any
part thereof.
By reading our report the rcader of the report sttd be deemed to havt a@pted ttre tems
ment-roned hereinabove.
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g 2Or7 KPMG Adviso.y Sorvice PrivdG t4 -r hd-r rtfir.rt{f Fiye fttfa @npany and a member firm ot dle fP C netrt oi
ind€p€ndent memb., fi.rns arfiliared with xPLc hlra.rk,lrlc@perJtiv€ ('XPl6 rremational'), a Swiis enrity. AI rirlis teservcd
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The inforrnlix contained hercin is of a general narre and is mt interded to add ress the
circumslars of aoy pafufa hdividua I or enniry- lrlo one shoutd act on elch information
without ryoDlhl3 prorrsltioaral advice after a thorough examination o, the particular
situation-
V\re have trtgcd thb report solely for the purpce of proviftng sded irformation on a
confidenliC hds to the rmnagement of Feder&oof lndian Otambers ol Commerce and
lndustry (futr}h accodance vyith ttre contract .l# Zla October 2016 executed bet,\ reen
FICCI and trxG Advisory Service Private Limited (XASPL).

Th i s report torfidentjal and lor lhe use of ma nagmrt only. The drstn'hrtion of t h is re po rt
should be ffid to concemed and appropriate officbls ol FICCI and Department of Public
Enterprises ffil need basis only.
The report -E 

Feparcd basis pdmary survey respo.E conducled amongst all 6O PSEs. The
analysis ard frdings are sibiect to correctness and anlacy ol da rcceived.

This rcport s6 fiorfh our vie,rvs based on the conTkress and mrrrl ol rhe facts stated
to KASPL ard any assumptions that were i ncluded- lf arry of the facls and assumptio n s is not
complete or arrate, it is imperative that we be inhmed accordingly, asthe inaccuracy or
i ncompleteE thereof couldhrvea raaterial effetl on our conclusions,

We have rd performed an audh and do not sDress an opinion or any other form of
assurance. Rrdrer, commenls in our repo rt are not -rnlended, nor should they be interpreted
to be tegal duice or opinion.
While perforaing the wod(. we assr.rrned the gcndneness of all sbnatures a nd the
authenticity o, all original doctments- We have not itdependently verified the co rrectness
or authentillof th€ same..

While infonubn obtained fiom the public domain o.qternal sources has not been werif ied
fo r authenti:ly, acujracy or completeness. we hsvs ottained information, as far as possi ble,
from sourcas generally considered.to be reliable. We assume no responsibility for such
informatiorr
Our views aerptbinding on any person, entity, altillority or Court and hencs, no assu rance
is given thde peition contrary to the opinions opressed herein will not be asserted by any
person, entl , arthority and/or srstained by an appc[ate authority or a coun of law.
ln accordare wilh its policy, KPMG advises thd ndlher it nor any partner, director or
employee undertales any responsibility arisi ng in any way whalsoever, lo any perso n other
than FICCI cDPEin respecl of the matters dealt with in this report. including any errors or
omissions tlsdrl arising lhrough neghgence or othetwise, howsoever caused.

ln connectioowith our report or any parl thereof, XPMG does not owe duty of care (whether
in co ntract orh tort or under stalule or oihe rwise) to any person or party to whom the re po rt
is ci rculated lo and KPMG shall not be liable to any pady who uses or relies on th is repo rt.
KPMG thus dsdaims all responsibility or liability tor arry costs, damages, losses, liabilities,
expenses irulrred by such third party ar,bing outof orin connection with the report or any
part thereof-
By reading qrr report lhe reader ol lhe rqport shall be deemed to have accepted the terms
rnentioned hereinabove.

O 2OTT KPMG Adiisory s-ita Privro Lrd, an lnd.n rcgist rd ,rivrte limit d co.!..rv aod e memb€. firm ol th. (PMG n6tn ork of
inde p€ nd 6'r! .item ber fi',tE fir.d wirh xme me.riraionrt Coqrxirc ('KPfrG krirleixial-). . Stis3 enlity. A$ right! rese rve d.
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$rdrlgt Eyaluation of PSEs & hdr4 ftr0|c odirnain of Op€rational Effcjeflsy

Executive Sumrnary
State Public sector ente rprises (SPSEsl in Karnataka have u nde rgone a vibrant and
dynamic growth iourney till now- ttoneve4 many are facing challenges due to
changes in the market environrnent The goremmnt has taken severa! measures
to empower these PSEs- Keeping in viarv oftheir inoeasi n g contribution in the state
eoonorny and fifrure potential , dis report dsorsses the performance of all PSEs

wilh respect to the sector in which they are operating and functional a reas.

The report oitlines sector-wise perfurmnce of PSEs in: finance and operations,
human resource, information tedDology, policy and administration functions and
atso case examples discussing Uesf+raaies in each of these areas. h also

highlights the actions taken by tre pubtc sedor enterprises in Kamataka towards
srrslainable growth: autornation in processeq adoption of upcoming technologies
in lnformation and ComrnunicatiorsTecfinology (lCD, infrastructure development,
green initiatives, CSR actiwities etc-

The performance of all the PSEs were graded based on an overall classification
criteria taking cue from el igr-bility criEria laid down by the Gove rnment for grant of
Maharatna, Navratna and Miniratna status to Central Public Sector Enterprises. The

PSEs performance was further benchtnarted with respect to the industry in which

they are operating namely - Manuhcruring, Financial, Power, Road Transport,
lnfrastructure Development, I rrigation, Mining, Tourism, Marketing & Trading,

Forest Development, Agro, Food & Beverages, Communitiy Development
(Commercial & Non-comrrrerciall, 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 inefficiencies, human resou rce management
procedures, compensation concems, lack of autonomy in decision making etc.

O 2Of, Xfm Adyilory Sclvico Prival. Lrd. .. lndalr ,Bila.rrd Fir.t Eiie, cotlFiy and a memb€r firm of tho KPMG netwotl ol
hdaFodiltmembor ir.Erffili.rod with KPM|G lnEniori.l CooF.riv.l'I,tlc hler.iioial'r, a Swiss entity- All right3 re'sorved.
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1. lntroduction

1.1 Background and Context of Study

State Public Secfor Enterprises (SPSEs) play a kery rohin the socio-economic development

ol the state of Karnataka- Ttreir mandate is prinrarE development and welfare oriented

with the otietfive of assising fhe govemment in b=Ger governance and provide requisile

services sudr as infrastructure and administralie support to benefit the people of
Kamataka. The primary activities they undett*e iinclude rural development, social

dwelopmen! infrastructure, energy, institution h.fl&g, traditional industry etc.

ln keefing with their mandate, h is imperative that qrsiems and structures are in place to
enhance State PSEs efficiency, streamline their effi47 and optimize their output to enable

them to sustain and cope with a highly com@ive and fast changing business
envimnmerl As PSEs play a critical role in the soci>economic danelopment of state and
with rhe fucl lhat the share of tumover of these PSEsto State GDP had reduced from 10.10

percent in 201G111o-1.12 percent in 201+15 brings abrrt the definitive need for improving
their performance. While some of the PSEs are doingexceedingly well, others are nol.

There is a need to identify tlre good practices of w€rl performing PSEs and at the same time
fo identify the critical performance gaps and areas d:brprovement for other PSEs and the
sector as s1.rh.

ldentify reasons behind performance gaps b#een leading PSEs and their non-
performing cou nterparts
ldentily methods to improve efficiency, increr effectiveness and optimize
oulputs to cope with changing business envirsrrent
Prepare guidelines for streamlining operatiorElD achieve their strategic objectives.
Prepare a roadmap for implementation of guirlh.nes along with a performance
monitodng framework with short, medium andbng term objectives

O ml7 [PirG Arvi!, S€.vte Pdvato Ld, ..r lndian regisrered p.ivaE fmli 6IEny and a memb., firm o, rh6 XPMG n.tworl ol
indepondenr marflb.lnE ,rfiliared with fnac tn mationat Coop€.ativo l'XrlG_ -.ionat'}, a S\,yiss entity. AI rights .es€rved.
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1.2 Obiecive of Study
ln the abovb context, it is imperative that systems td structures aie in place to enhance
their efficiency, streamlioe.lheir efficacy and optimisa lrheir output to enable them to stay
ahead in a competitive erwironment. For which Federation of lndian Chambers of
Commerce & lndustry (FICO), in association with KPIG Advisory Services Private Ltd., has
been contracted by the Department of Public Enterpri=s (DPE), Government of Karnataka
to conducl a sludy in order to provide ls6srnrnsndadrc and develop guidelines.

The key objeclives of the study are:
,.i
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B. Ana lysis o, survs, resrlb, PSE categorization and indepth analysis oI select PSEs

- Analysis of sutw, r€sufts to identify key takeaways in wely hsiness function.
Catego rization of PSEs basis select fin a ncia I indicators and indepth analysis of
select PSES in eadr 6tegory.

C. Recommendatioos rrd Adion Plan - Preparation of recornrnerdalions and action
plan featuring key fmdings basis the benchmarking analysis conducted for the
select PSEs and leadirB best practises.

rA ic';
Recommendalions

and Adion Plan

O 2Of7 XPMG Advieory Sewice Privaa !c, in hbl qirrad p.ivaio limired co.rp.ny and e m€rnb.r 6,m ol|tla XPMG netvvork of
ind.p.nd6nt rn€mb6r fi.ms afliliaied x,ih ltltc iu.nrin CooI'e._aiya ( - KPMG tntomarirEl'l,. Sri!..ntity. All igh! r6s6rved.
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t&a,6f1ring cnc PEU in
er€Ir catcgot, cnC

qn'J€rt Ene . d€ttiled
rtrdy ott ieit

edminirtredon, fi nence,
HR, FloEc, and cotpor.tr

govcrrraacc prac{cet

co[lrcfion ot 6lled
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tfta PSU8 and
anrtyzin g oerall survey
re3uttt and oDtainlng

kelytallrltvrys

Conduc,t wofishop lor
?amiliari:ation ol

queationnaire

- 1.3 Approach and Methodology

The study follows the below approach dtd rnethodology hrilt arornd 3 main tasks
name[:

A. Preparation and fantrBdsatioo of questionnaire - Preliminary higtrlwel analysis
of the overall perfqmama oI the SPSEs suppo(ed by publidy atraitable data to
identify key foors aeas dlhe questionnaire. Familiarizztiro dthe questionnaire
focus areas to atl PSE officiab

P'repa ration and
di3tsibution cl

3lnrstul8d
-ouestionnaire'

SEdy lealting precdtc8
intunctioning o'l puDlic
Sector undettalo'ngr -

Nationil and
lntemation.l

cateeorizing PsUs into
4 cateeorie. baged on

setbct paramEter3

0eYelop
lecommendationo for
impEvement atEa3 iri
each oltie tunstioE3

' Gollation of tgy
t-kcawaya faom tha

' . woltEhop

Conductwofishop to
minorthe suiCeao-onr
and htve conren3uS on
tie Gcommendstona
belore rele!3e o,l rEgott

i- 
-a- --;

Analysis of survey results,
PSt categorization and in-
depth analysis of select

PSUs

Preparation and
f am ilia rization ol

Ouestionnaire

Figure l: Methodology of Study
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2. Pulilic Sector Ehterprises in Karnataka

2.1 Overriry
The Publie,{ieas rruorises (pSE) of govemment of lGnrataka include both stare
govemme*cornparies lld statutory corporations- Their main function is to execule
comrnercidattivities hr rhe welfare of people and to booGt the state economy.

. LfrqEf Psfrr .lloororting pSus

fut c 2 td ,n&r of pSEs

. Govemment CornpaDi6 . Slatutory Coqrorations

ii

:I
,l
J

jl

:

Figure ? VHiog pSEs

sburce: Beport o,the comprorle' and Aucrhor Generar oflndia on public sector thdertakings, March 2or5
The appointment of exeantives and directors of the board is don€ by the.government andadministrative departnEnls on behalf of state government who exercises control over the

O 20t7 (PMG A&isory Scrvico piiva ti, .n Indian ,egislored p.ivato ti.niied company .nd , ltEiE i.m o, rhe XPMG nerworl o,indepondent rnembor f rl'E atfitiared *h rrUG h"_"r;"ril c."p"J""ij,iii[i ,1i"."r,,..",-f, ,!i_.rrdty. Alt r.rshrs ressrved.
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7,12 %
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-mauets of these PSEs. Finarrcial siake of state government in PSEs irrclude shdre capital,
loam, guarantees and special financial supports such as grants ard subsidies.

The total investment in 93 PSEs, which include capital and long term loans arnounted to
IIB &1282.11 crore (as on 3'li Mardt 20'15)r. Growth of investnent accounted lor 8.25
percent increase between 2OlG11 ard 2O1+15.

Worting
PSEs

3X086.94,

4,9I5.98

l{onworking
PSEs

: Total 49.253,11 BB.O?. 78,476.13 1,942.06 2.8.91 , tr805.S 83,282.11

. Tabte 1: To6t tnvestnent in PSES for the year m11r5

Sorce Report of the Complroller and Auditor General of lndia on Public Secta thdertakings, March 2015

160.21 42..31 *2.52 *?.52

39%

Total twe*nent in the year

2O1&15 constituted 6l per

cent in cagital and 39 per

cent in long:.term loans

99.3 per cent of the

investrDent was made in

worting PSEs while

remairing 0.7 per cent in

non-wo*ing PSEs

51195.17,
6r%

. Capital . Long term bans

t rrgoa ot or" Co..prrotl.. a..l audno, G6.rl ol lid. o.r h,blt 5..r0 thd.nrrings, March 2or5

Statutory Co?poriitions
Capital Long Total

tenn
loans

O 20t7 KPMG Adusory Se.vic6 Privaie LrC sd lndi.n registcrad Driva!6 lirnited cornpany and . ra-$.. frtn ol th. XPMG nrtworl o,
ind.Fnd6;r memb€r lirms atfiliarsd wirh XPt G intemrio.rsl C&rararivo (-KPMG lnternational'), . sril..rrirr.All dghB ns.rvsd.

lo

82,699.59

Figure 4: lnvestments typEs. in PSE9

Source: Beport of the Comptroller and Audhor General of lndia on Public Sector lhderlatings. March 2015

Government Companies
Capital Long Total

term
loans

Grand
Total

Type of
PSEs
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4.m..11
6051-46

6Er72-4, 69rror5

lm,€sEf
r2ol(lfl r 201't -12 .2oit2-13 r2orlta 1201+15

Fqwe 5: year wi* tdal irrvffiirPs€s
Source: Report otlhe Co.nFoner and Audito. Gcneral of lnda o hi[cSeaor Undertakings. March 2015
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As on 30'h septernber 2015, theworking psEs accounted a profit of rNR 143g.53 crores
and loss incurred amounted to INB g99-59 crores.
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2.2 PSE Sector-wise Classifi cation
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Major invastments in PSEs were in i nf rasErdrre ard powcr sector, which accounts for
9O.01 percent of lotalinvestment in 2o14-zll5.2

2-3 Key role of PSEs in economic &velopmentof state
Economic development being the prime cormn oI the slate, PSEs act as an instrument in
implementing industrial policies to achieye ddelopmerl $rategy goals. The twelfth five
year plan ideate PSES to be competitive, findion _on trfo orvn mobilizing finance from
capital markets, attain growth through tedmology improrcments, partnership, mergerc
and acquisitions. The ob.iective of econom'rc developmert with social obligation such as
self-reliance, social lustice and mitigation d poerty vrere to be attained amidst current
political framework and in an economy in wl*$ both prbfc and private sector cmoc'ur.
PSEs Iaces maior challenge in undergoing srtinuous famition with respect to changing
scenarios.

Figure 1O beloiv depicls PSEs year on year contribution to State Gross Domestic Product
(SGDP). Even though lhe turnover has increed tri '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.'t2
percent in 201+15.
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Source: Report of lhe ComplIoller and Ardito, General of lnd'ra oo Pubfic Seaor th&rratings March 2Ol5

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
so as to reduce losses or to enhance profits. There is a necessity fa greater compliance
and accountability in the working of PSES.

As the contribution of non-working PSES to the state economy is nil and doesn't meet the
objectives pursud, measures for closure or revival of PSEs is litdy to be considered.
Benchmarking exercises with performing PSEs is lilely to be adopted by other aspiring
PSEs in order to improve performance and reduce burden on the state govemmenl

Complexities have risen due to changes in business environment ard 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 ftrms as a result
pressure on PSEsto perform and deliver returns is escalating. Smarterreforms are required
to address such challenges.
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The key focus areas of questionaire are highlighted belom

3 Ouestionnaire Focus Areas and Key Parameters

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

Joint ventures, strategic partnerships, tie-ups,
collaborations a nd other strategic information

fc}w Corporate governa n ce m echa n ism, tra nsparency,
accountability and CSR activities.

O 2lI7 XPMG Advisory Selico Prival. Lnt rn lncliro regisrered privats limirod company and . msnt, fxm ol th6 XPMG neM( o{
ind€p€nd€nl m6mb€r lirms afliliatedwi$ (r Gl ernarional Coop€rative I'KPMG lrE rEtional'), e S$sa r ity. All rights reservsd.

t5

Financial position of the firm, inventory details,
subsidies & grants, expenditure, exports and

imoorts.

Planning, budgeting, production, capacity
utilization and turnover.

I

t,

Adoption of information technology and
automation



Strateg- 6/a&ratirn ol pSB & Boa<tmap for the optimizado.a(}t,a_diqd EEj trc,

-ro understand the ka7 functions of the pSEs, a survey vvas srdrcted. The questionnaire
was prepared with both closeended and open-ended quesixrs for identifying existing
adrninistrative, financial, human resources, operations and crporaegovernancJpractices
of all PSEs and their performance larels. The survey quesli[*e caFres rhe below key
aspects-

r-L .-r:r.,&t r * rlr',r'

Financial information provides understanding of PSEs finarrid heahh. Evaluation
of i nformaioo available in the form of statements (b&rce sfieet or profit and loss)
across five-year time period'ts collected in order o rrere lhe performance of
PSEs and fior understandirg the trends in assets ard defr+ fabilit es, equities, etc.
Employment level, growth in opportunities, vacancies ad conrpodtin that enforce
equality ard social iustica aru major indications of denehgirg essry. To improve
the productivity and competitiveness of the economy proper fraining in skill set and
knowledge'rs required
Strategic irformation that reflects multimodal ecoruic rcsfrrturing activities.
Joint ventues, coltaboraiorq ti*ups and partnerstfp ilUohcs ontined efforts
to improve effciency and to minimize uncertainty ff qnbit*tg complementary
abilities. Constant changes in technology and globd nEH hil€ &iven PSEs to
form alliarm to have competitive edge.
Adoption of information technology and automation is essential for optimizing the
way in which an organizalion conducts business- Arbnation enables smarter
management through better decision-making and brg term sraegic planning.
With bener flexibility and funaionality of lnformatior leclrrology sohrtions results
in better efEcienry gains, improved productivity and co6t savings
To improve management of expenditure performance loorsed initiatives, stronger

- ties between policymaking, planning, budgeting, and drcr govemment slfstems
and enhanced accounting and financial management bob are required. Budget
outcomes are influenced bry fiscal discipline, effective allocdion of resources based
on priorities-
Corporate governance ihechanism in PSE will ensure ftat lhery are lead and
controlted to accomplish ttieir initial objectives with cfficient rnil'sation of all
available resources. Greater accountability and transptrerEy deliver improved
performance and service to the involved parties.

<This space is intentionally left blanb
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4. Summary of Survey Findinls

4.1 Sedor-wise performance review
rhe sector-wise perfonnance rewia of PSES were unfutaten to understand the success
hors and key cMlengres faced by PSEs in a specific seclor. The analysis was carried Ior
try pararneters rehted to their fi narrial, operalionat, a&iristrati o n, people and policy
maers.

4-l-1 Finance and Operations

Sahs tumover comparison
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hofn after tar comparison

Financing

Manufacturiog

Ag rio.ittrre and Allied
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r Average Profit After Tax 201]-15 r ProfnAfterTax 2O15-16

fut-e ,Z Cdt,,Etison of Ptofrt after Tax

Sorrce: KPIIIG in lndia Analysis 2o't6 bcis prima.y survery
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lncrease in profit after tax for agriculture, service and finance sectors when compared to
last fiveyear average gives a pGitive note to the investors whereas manufacturing sector
registered a three percent decrease in profit after tax in 201$2016 compared to last five.
year average. Power sector and infrastructure sector has performed better for 201$16 as
losses have reduced significanEy compared to last five-yeara average:

'Average ol profil after tax for last 5 trnancial year 2Ol1-15 are considered for analysis

O 2Of, XPrrG Adviso.y S€rvrce Privato t-rd. xl inaiao r.9bG.6d.priy.te lirnirsd company and . momber firm of lhs KPMG n.lworl ol
idaF.d. fi€mbar frrtts attitisred with KPi/E lr.m.ti6oat Cooporrrivo ('KruG lnt6rnationalil, s Swi$ oniity. All right! rssery.d.
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Subsidies and Grants frorn CetH Governrnent and State Gwemrnent
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Fu illo last ftee firnrrial years the subsidies ard grirnts from central and state
Gsrrrrnetrrs fs infrastructure and power sector @unled for &l percent and g7 percent
of rfte total subsides and grants provided.
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FirEr sectot accounted ,or highest profit margin of 26 percent with infrastructure sector
recordng least profit ma€in of -19 percent.s
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Figure 15: Nit Profit kltit

Solt= IPIG h hda AdyCs 20ll basis primary survey
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hveatory Management

Power
Financing

Service
lnlrasl rucl u re

Manufacturing
,€rblture and Allied

o"/o ml 60"/o 80% 1001 1M
r Ada=f qrce E€ry month tAdeast once every quatu
! Athd dre in six modhs tAtleast once a year

fot c rA ftqrdrt dLweotory Check

Scrtlr XPMG in lndia Analysis 2016 bads primary s ryey

.:

According to responses recdved irwentory revers are being checked primar y once a yearby the state PSE's- Howener, in manufacturir€ sector 42 perceot d pSEs have beenconducting inventory chects at hasl once arery-month.
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- 4.1.2 Human Resource

Employment scenario
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Figurc 17: Setorwise Emplafment

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 3n the state respectively. Agriculture sector accounts for least

number of employees folloured by financing sector. Manufacturing sector accounts for 7

percent of total number of employees. Even though policy reforms have come up in the
pasl for equal employment opportunities, total men employed in PSEs stands at 93 percent

undermining gender diversity. Strong leadership, accountability, innovation, efficiency and

a motivated work culture will help enhance gender diversity.
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Sahs-per-employee rado'

Manufacturing sector accounts for the higheg sales per employee ratio indicating higher

pfodrrctivity and efficiency in -rts operdixrs with 195-6 lakhs IN8/ernployee. Service seclor

mthe contrary holds the least sales per erndoyee ratio prirnadly dhrc to large employability

in this sector.
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Suta KPMG in lndia Anavsis 2016 basis primarygnrey
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Figure t9: Emfuye Age grcup Analysis

So.rrta: KPMG in lndia Analysis m16 basis frimary srrvery

' Sales-1rr-Emp*oyee ralio is calculated by dividiog sector revenue by current total workforce in lhat seclor.
Analyzing revenue earned per employee in a parlicuhr sector is useful in comparing it with other sector.

Employee age group
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-- orrrently more than 6[, peroent of the employees fall in the 2$45 years age group and 10
percent of the work force aged above 56 years will be retiring in the near future.

Figure 20: Percentage sharc in total emptoyed

btc KPMG h lDda Amly:# 2016 basis primary srrvql
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Figure 2l: Skilled vs Unskilled Labou employed

Sqre (PMG in tndia Analysis 2Ol6 basis primary survey
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More than 91 percent of the labours emdoyed in PSEs ne skalleds with service sector

employing 72 percent of them. Share of service seclor in rCue-addition has risen sharfly
over the past as a ,esult of growth in skilHrtensive serirs- Growth in educated labour

wtrc have cornflcfed grraduation, size of s:h-[ intensive seruices and share of service sector
paved way for fhe martetability of stilled tabor.rrs.

Training and daelognent

Agriculture and Allied liianufactu ring lnfrastructure

r Ycl r I'lo .Ya . ilo

Service Enancing Power

07.

r Yes r llo . Yes .No .Yes.No

F,g)re 22: Sector wise trainitp bciliti* provided b emF,loyees

Sourcs KPMG in lndia Analysis 2016 basis priniary sLin ett

Training and skill danelopment result in improved job performance, planning and
coordination, problem solving capabilities and improving soft skills. lt imparts an ability to
employees to better understand the practical applicability d their knowledge and skills.

! Skilled workers are lho6e who possess skill, knowledge and special ability in carrying out their
iob. They may also have undergone various training and completed technical education.

O 2Of7 fPMG Adviso.y SG.rt ?riv.t Ltd, an lndian r€gistored Fire linirEd comp$y d . ,t.nrb.r lirm o, !h. XPMG networl ot
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$&gic 6dt im of PSEs & Roatrra for tta og&ttdiro ol Ogeraional Efficiency

Figure z* FrqtDrrcy ol lre}t g
iar,ia(:.

&r.rtg KPMG in lnda Aratytis 20 16 basis prinrry nlvety

Basis the survey response 42 percent of the FrsEs ha\,e conducted training for outsiders
and 74 percent of the respondents claim that they lad the capacity to provide training
facilities foi'outsiders. To make training and skill development programs extremely

effective it should be well planned, evaluated period'lcally and handled by a competent
team.
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o 2ol7 rplrc Adebory ssrvtr Pivate Lrd. an tndian regisEtd Fivato limilad co.E t, rd . nimber firm ol the XPMG netwotl ot

h&Fnd€nt m.mb.. firms affli6red with KPMG larernarional C@p.rJlive ('XPMG l .nrin l'),. Swiss entity. All ,ights res€rved.
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Servlce, finarra and po$rer sector g?ofu beter raining to improve skills and ro btild
competency of emflgyees compared to other sectors

Trainings were primarily conducted bry the PSEs in areas to imprwe operationalftechnical
sfil ard budeQa gpod gorremanc€, otfi€rs wrre on enhancing sector knowldge such
asyyorlslnF m irfrasmraiu re develop.neri etc- Programs were also focused on capability
hrilding, €ftdtw irlerpersonal skills, qrality control, rnanagement development, financiat
rnanagemert, pecomEty derrelopmer[, sofr stt[ devdoprned programs, public relatiorrs,
legal awareness to athieve competitivE r€ss ard rellence etc- To benefit out of suctt
piograrns a &firitive all year round training plan istobe developed in tune of current skill

rcquirements and needs of the technology era-
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4.1.3 lnformation Technobgy

Automation in Operations/l /Fhare/Admin

1M

rm%

w

6096

4tr4

20%

ov"

Automation in workflow is trgdf anployed in finance and administration areas followed
by operations and human reorces hrrther initiatives to automate human resources andoperations can trelp the pSEs stcamrine their process there by improving efficiencies,productivity and most importarsy 

Fuction 
in cost.

ERP systems

PSEs have identified the need ror automation for accu rate and timety information for belerdecision making and strategic planning leading to implementation of ERp solutions.Majority of the survey respondents have craimed iiat various funcrions of the o.j.rt .rt.such as online trade, operatioo and maintenance, personnd records, attendance,recruitment, payrol, accounrirg salary processing, transfer of funds. ot ui tran...tions,email, internet and websites-rEre automated usin-l various software sorutions avairabre.ERP sorutions impremented irdude sAp, oracte, StaDA, TaIy, clBol and DATA mineetc.

Ag ricultu re
and Allied

MarGctriB lnfrastructure Service FirBnciqg potyer

: Opairrs allB r Finance rAdmin r Oth€rs

Fqr. X Aubr,r,tioa in depadments

Source: KPMG in lndia Analysis 2O16 his pirnary srrvry

o 2017 XPMG Advisory service Ptivatt Lrd' --Er rq*r.r.d D.nat $mirqd cornp6ny and a nE 6., 6rm o, !h. xpt G n.i',, olind.pondsnr membsr firms afntiated wirh xplG b{ii;d;j:iiii6 ,il"ir,"r,o"",- l, a sris any. 
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Strategic Eyatuationof PSEs & Foeenabr the optimization of Opcrrinaf E Ertrtl

4.1.4 Poliry and Administration

Corporate governance compliance

Agriculture and Manufacturing lnfrastutle
Allied

Service Eril&g fuE

Poor governance resrrlts in weak outcomes ard it affects service ard ffweratiEty- Dihnion
in accountabitity and decision-making is to be minimized. Morc OEt &) perceflt of the
survey respondents followed corporate governance norms, whictr -rs 

a good praAice to be
lollorved across PSEs.

Autonomy in PSEs
';:-: r';5-

Autonomy assists PSES to invest and grow. resulting in better perfonn Ee. Autonomy and
investment are closely linked therefore it must be ensured rd PSEs..= ar8 run
prolessionally. Moreover, in recent times the need for bringing autarnry in funcliom of
statsrunPSES are being argued largely,

over and excessive interference in business functioning is disadwrlageous to PSEs and
delays in functioning can affect their outcomes. Reforms are rcqired for enabling
autonomy in recruitrnent, staffing and policl preparation.

O 2Ol7 Xf G ldvilory S€.vic! Privato Ltd, an lndian rcgi9end Fiv.t fimnsd company and a ]rlca& h ol the Xr G n€two* ol
in&Fad.nt rrrnbar fi.'ns affiliaed with KPMG td6maidlsl C6!.r.dy.l'xruG lnternario,lel -). a Srri-*.Al {tt|a re6.rvd.
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Figure 25: CorWra/E Ganetmtr norms complieE

Source XPMG in lndia Analysis 2o16 basis pJirnery $rve
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Agricuhure and Manufaqturing lnft-ArOrre
Allied

Service Finarrcing Power

Figure 2Z Directors (olficialhat ffii,,ll vs sandiooed strength

Source: XFlre in hda fuaMjs 2016 basis primary slnvc,
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ln the cunent state o, operations, vacant &ector posts raises conce.rns on corporategovernarrce mechanisn and effective decbion-making. There have been severar
challenges in filling up.lhese vacancies; 44 w@nrand 46 percent of sanct'ion ed srrengthof direc{o.s in service and power sector remain vacant respectively.

.l

::
29

f&iiigaioo Budg,et B*tald Fofcy
. Preparatiort Stlg preparation

rvery High t Hagh rIEc rL rvcry Lory

Figure ft ktbtnyin 6&
Soorce XDIC h hde Aa.lFis 2Of 6 basis prim-y irE,

o ml' xPlitc td'isoty s'rvico Priva. Ld- an lndian regist r€d F;c rmhed comp.iy and a m€mber frr,. 6f,he KPMG networt otindepondsor8E*€t6r,r''a,filierodwiihXPMGkrr.."r,;"..4c-961+iGti#",i*e.r,"s"i...ntit,a .righrsreserved.
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Performance baed budgetin g

Pwet

Funncing

Servbe

hfrctnEtrrre

f,lanutdcluring

Agdofiure and Allied

0% 20v" &x 6016 w
Percefitage

r Yes tNo

Fqure 28: lmplementation stan s of Niormaoe budgetng

Source KPMG in lndia Analysis 2016 basis primary srnrrry

roo

' Many public se.lor undertakings across the globe are insisting upon inclusion o,
perfiomance statistics in the budgeting process, which helps them increase transparency
in operations and improve efficiency in management More than 80 percent of the
respondents Irom inlrastructure and manufacturing sector responded that they have
i mplernented performance based budgeting.

Plarr*ng

Agricuhure Manuracturing lnfrastructure
and Allied

Service Financing Power

rYes.No

Figure 2* Plaflniog committee constitutd etrcry year lor the plaoning exercise

Sourta XPMG in lndiaAnah$s2016 basis primary survev

b ZOj fffC ruvisory S.rvta Pfur! td, ,n lrdirn registered ,niv.i Ennod coinp.rt .nd. ncrnbor firm ot tho KPMG notwort ol
in ra!*rr mombor firms sff i.red wirh XPlrc Ltsrnational Coop€r.tiE ('XPMG htomajon l-),.Srisr ontity. All riohls ros€.ved.
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Effective planning exercises in PSEs help to establish goals and objectives and to
comrnunicate them to wriors stakehotders. This will act as an enabler to focus upon
pcrb.maE of rcsotrrces and mca"urc progrEss- Basis the survqr rBponses very few
PSES carry orl Cnning exercises.

Vadds tdortl ii.riatiu€se

Kery reform initialires of PSEs include

. hpid infrastucarrc development

' En4toend aurdnation through ERp software imprementation that wifl enabre
transpareflt and -amless funaioning of departments

' Devdoprnera of rsver products with beuer design and quarity to compete with
oth€r prirate sector fIms

' ursradatioir of manufacturing process to promote environmentar friendry
approach

?
Et

.-

Joining hards with cons,rting firms for business process re-engineering activities
ard better finarrial planning

<This space is intentionally left blanb

I KPMG in lndia Analylis 2OfG basis survey resporEes 
.

o 2017 rruG Aeilory saftt priveaG r-rd, 
..n. 

rndi.n regilr6r6d privars rimit.d co.np.ny 
"rra 

. -o'u., firm o, th. xruc n.,*ora o,in&o.nd€nt m..nb.r 6,1lrc rf,Er.rr r.-n xpuc Inr.,""".ii c""*irii"]i:iffi iilil"."a-f, . swiss entity. Art rishti ,.se,ve.l.
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4.15 Surumry - Sector-wise perbrmance review

. Profit dter tax hae shonrn significant improvement in the
year Zll916 compared to last five.year averitge

. Share o,f central goverrment subsidies and grants is much
higher than that o, stale government

. Net prdt margin of the seaor is 6 percent

. 50 percent of the estabfidrments have their inventory
level drected once in sir nronths

. Sector constiines of I pgcent of the total workforce.
employed in PSEs

. Sales per employee ratio'rs INR 40 Lakhs

. More than 76 percern of employees in this sector are of
the age 46 years and abore

. OnV 3 percent of the establishments in this sector
provide still uaining for ernployees

. More tian 85 percent auto.nation in finance and
administs-ation fu nclionarties

. Lacks autonomy in recruitment and staffing functions

. lmplernentation status o, performance based budgeting is
as low a 40 percent

Agricutbre and Allied

Manulacturirtg

O m-t7 XPMG Adyir(+ Se|ice Privsre l-td, en ln<rim rqilrDrsd privat. timited co.npa,rv and ? ir€fiber firm of th€ KPMG notwort ol
indoFndon! mernb.rtrB rtliliated wirh (PMG l orndio.r.l C@p.redv6 (-XPMG ldrm.rio.!.1-), . Swiss entity. All righB ro36rv6d.

32

- . - .c(ftBe.;3*?

Secto r

. Subsides and grants compared to other sectors are very
low

. Net prdt margin for the sedor is 2 percent

. More than 75 percent of the establishments have their
inventory checked multiple times every year

. 5 percent of the total workers employed in PSEs are from
this sedor

. Sales per employee ratio is INR 1 95.6 Lakhs

. More than 65 percent of the labourers employed are
skilled

. 60 percent ofthe eslablishments in this sector provide
skill training for the employees which is the highest
among other sectors

. Lacks automation in all department functionilities except
for finance
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kapaeflEntation status of perforrnance based budgeting is
abore q) percent

lnfrastnrchrre . ftrffi der tax has shorn imprwernent h the year 201 5-
f6colped to last fiveyear avErage-

. Sifi.ides and grants from certrd ard sGte gwemments
conpored to other sector is v=ry high

. ffi health of the sector is a concern Net profit
Dta$n is -22 percent

. S* per employee ratio is INR 7/2 Laths

. I percert of the total rvorkerc emCoyed h PSts are from
tlis se.tor

. llse than 69 percent of employees in thb seclor are of
the age46 years and above

o . &) pcrceflt. of the labour empl@ are shlled

. ilbre than 80 percent of the estabfistrrner[ in this sector
prw*te skitt training for employees

. A,Euny in recruitment and stffirg -ts lotr

. Se6r has high rate of corporate gonernance norms
compsance

Service Sedor accounts for 15 percent of totat tumarer

Showsed significant improvernerf in profit after tax
mmpared to previous 5 year average

More'than 50 percent of the respondedE daimed that
thei, iruentory gets checked every month

Emplqp 50 percent of total wort force

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

75 percent of the employees employed in lhissector are
under lhe age of 45 years

Se6r employs 79 percent of total skilled labours
employed in state PSES

71 percent of the respondents provide training for
employees

Corndele automation of finance and administration
funaions

02017 xPtlG advisory Sorv'r.e Pttvaro Lrd. rn hd-r qiiierld privsto limtad company ar{. nE.obor firm o[h. KPMG networt othdep.nd. todnb.r firm3 affiliated wirh XPMG lnerrrrrd cooporarive ('xpMc tniornetionat-t r s.ts ontlv. rr Ors ,ese.rei.
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fade 2: Seclo/'{is€ srmmary of stGf fiodings

Source: KPMG in lndia Anavsis 2016 basis pilEry srrvey

O 2Of7 KPMG Advisory S€rvk Priy-.t6 Ltd, an lndi qE d p.iyalo limit€d cUtErt ,nd a msmber firm d h IPMG network ol
i.dop€ndont mombor lirm3.rfrlir.Ed rith XruG htemsliddCoog6rrrivo t'KPlilG L-tliin l-), a swiss 6nrity. Al riL res€rved.
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I rnpbnentation status d performa rrce hed budgeting is
belor 50 percent

Financing . lla pffi after tax for lhe =ctor b 26 percent which is
higlrcst among all sefir

. lmForcrnent in profi1t &r rax compared to pra/ous 5
yer av€rage

. Arl rcspordents claimed Ora they have ddr inventory
chetled once every yg

. EmCoys 1 percent of td ernployee ernnaqred

. Sales per employee ratio b INR 29 Laklrs

. Morelhan E) percent of lbe worters emy'oyrd are skilled

. Or*y x) percent of the respondents dairEd that they
provib training for errybyees

. Autondion in human rmrces a{td operalions
funcfiooalities is below {l perc-nt

Power . Accorfr for ll8 percent d btal tumover

. Profit der tax improved uinpared to laslsyear average

. Subsides and grants fiorn central goverrEnt and state
goveflrnent amounted b3l percent and rB percent
respedivef of average M subsidies and grants for last
3 years

. 50 percent of the respondents claimed thilhey have
their ir entory checked ure in every qurtt

. Employs 41 percent of total ernployees emfloyed

. Sales per employee ratioblNR 26.1 INR tflts

. 69 percent of the workers anployed are stiled

. All est*lishments provih training for ernCoyees

. lmplenrentation status dperformance based budgeting is
66 percent

Sf rategic 6r-Etion o, PSBI E*nap 
'or 

th€ opait&zai,l of Oger&rl HfAary

Sector
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42 Function-wise perfo rm ance rfliew

421 Finance and Operations

11l:1568.9
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8558.r

49454.4
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5670r.9
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l8 180.9

50236.9

20tr-r2 20t2-13 m1114 2014-15 201S16

{-Profil Making PSUS

-.-l oss Maling PSUS

Frq,re 2 Avdvi. o[ Pafit/Loss-makiog PSEd

20ll-t2 202-13 20'l]la 20'r+15 201S'16

---Payment to Central Exchequer

--Payment to Slate Exchequer

Frgrae * Overvievr of paymenas to cent,allfib
Exchequer (in tNR lakhs)

1465289.

1042602.
5

888m.2 r81.6 81.55
TSt tELS ;1147172

163.2
396059.0

164190.6 1 15049_4

frll-1? N12-13 201114 20t4-15 201+16 121.4
<-Subsidies and Grants from Central

Government

--Subsidies aod Grants from State
Gorrernment mll-t2 2012-13 2013-14 20',14-15 2015-16

frg,re 3l: Subsidies and Gants frorn Central/State
Govemment (in INR lakhs)

Figurc 33: Expenditure on R&D (in INR lakhsl

SorcE KPMG in lndia Analysis 2O16 basis primary srrryery

O 2rf, EllG Advilory Sa ta Privab Ltd, sn lndiam regisrored ,.i - tnirt cofip.ny aod a memb€r firm ot th6 KPMG n€t/vort ol
i.dlfr tnd$et finr. rfilia.d *i$ KPMG tnr€rnationrl Coofrr* l.IPtre hEm.tiooal-L a Swis3 6ntity. All rights reserved.

5

eIt

a

',:':

:

:

't41.8

:i



.,.. ' -.!&.rd

:: Sfrategt Evaluaix! of PSES & Boadmap h the optimizaiioo o, Ogerafuoat Efficienc,

Atleast oace
every sir
rIx)ntlE

10y. Arbal ooct
aery qrEret

21*

Ftgurc 3a Fteq/€oq d artc'tlory checks

Sourca EIE in tndra Arlavjis 20f 6 ba-sis fimary srr.vq

There ha been a signifient increase in grants and subsidies from central and state
goverrrrurt This in effect may increase risk of over capitalization due to inefficient
financid planning, lack of effeaive financial control due to easy availability of money

. - .. from lh go\remment. As anident from the survey responses, due to ineffective inventory
Control. rbks of underutilization of capacity arises. lmproper methods of demand
forecasi-iig-teads to over production and stagnation of inventory. lt is necessary ,or PSEs

- to align their products and services lo the new changing business envirqrrnent

Adeag orlca a
rrro h
t6t6

More than
ooce a monl}l

896

Atleast orc a
F
1?.L

@ 2Of, KPE AAirory S€rvico Privas Li4 .n lndian regta.rtd privaE limited cornpany and a momtr firr d fu XPMG notwori ol
indopondir rtrbar 6'trlr atl;lisbd wirh XPlrc loternstiqEl C.orGrativs I'XPMG kl€rnational-,, 3 S!lk! !,drr. A, init s res€rv6d.
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a Yltda d . ]!(lrjno aist af6
,mo.orrirE busirBs p€alo.nltrc!
Arn oa drvrrsi6crroa E lo caeae Y-alue
o. wealth in e,t<. oa B,ha fi,rns would
elrn wirrout diversfi caion
Cfltr9ill(aho b brtd to be posirively
associaed riBr tinaftial perrorm ance,
reoardless ol business size.

L,rgar firrrs -a loond lo b€ more
dirt sli(d cqfD-ld to mi!.iae<,
comficr- Frrni Ets b pao(irce
sro.!€r ttrErcid p€rtormarrc! wnen
he!, orler
> ,iL rIrC€ aa tro(l.Ets and services
> havs mulDpl! la.g€ cudome.s
> €reand iheir geooraphic horirons-

&,sa,Esaa of at sizes woutd Orrs be
wcrF tvbed b coosid€. whe$e. rhey
-a llficLrnt 6r!rsi6ed- Horeeet
baoefiO a ursrrEss's horizons
typicalty lates time aod financial'.. r€sa,lrtEtti

t

t I
I

.:.r

F'qt .Eapbhg,,td7,Sane--.

Xl.'|.f*. 60B nd 0d .!.nh Lirnitrd

- Coasan y imp.oving busin€ss t,launching nry pro(l6 aafinflthe b dinered
ceooay d soAc b cornpeosarg shotlitge o, raw rn-i*

l(rrt&t 6ill lnalrnir' OorDorldon

. Rise in demand io. iityso.e silt sa,e€s have encouraoEd oDerqt ,u! mod€tnlzed
showroomtoud€G eross bounclaries.

. lmprovinO produq,anOe tor growiog cuslomer basa aE at0.obr

Chdbtgcs.--
> Poor undeasEodino ol div€rsiricaion activities and alioriaElh ai9ing
> Cuhural ditlere,rces

> Managano dive,safed business is mo,e complex
> Deciding on when anc, how to diversity and lhe exter6 ot dics-crion

::i

O 2017 KPMG Advisory Sorvts Private td, an lndian rcgistorod p.ivet6 limited cqtl! rld a,n rnba,,irm ot rho rPMG networl ol
indopond e nt m€mb€r finrrs arfiiar.d win lPl,lc lfltemstiooal Coopsrariv6 I 

_ KPre ffi1 r grba dltity. All rights reserved.
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Best Pracffi - frurovrng value cnm thrmgn [ll8As

> M€iOC6 rd qisibG of&ll -3 bcino rrE eEl'rOf, Ed 6 . s!'ateoy ,o, irs!6i|c grc
.ira -d ,-iE E ElIl drr! Orot Yrn an<, !o crtarre co.np.rilir,! .dO.

> ftarlra dEEcta -d rEgB lGrts L, llt.A 
- 

vri.a ,itr ,la fo-r!
m-raorlr d ardo, H wcf, l'le l6rel d irEaair brrr!€i tf,o cDnlmies
dercrrraE rr GdElrr!

> Extraneoa fes gdr 6 lc6d!srri9, t rrsrness cutE ae d aaltl-ristarion in llartrs MELA

deals. Rbi o, a d.d b (E trarEd ry yarious tado.s rrd - FG, -doaa ,rfq.
clt5lEr E a. ff-rt tE fl gr€q to Otow lE gi lr&A'i d.!a- ct*tfra.ro
condilio.r!

lndtans.:ib--
> competiti! Clod nEtlt h6 Fgm4ed many lndian cqnFac. D Co ba M&A's. lrl.,ian

firms a.4iilo ft.eign business€s ha\rs been rhe laresr tl,d --r! Li6-r corDonns secro,
personityino rheir cooffdeico tE d in o(pandino rheir oper&.E qcrs. rly

> Thera a.e aillerert rEyHofr rii.rr l€ad to rhis robusl grorlt or soar rrd qiltns
tita tlbcr-&ro4 rarcraua lovuDrDe'rt policies, ecorlo.t- ttidB, olnair{c &ld! bt
lndtan e.agE E s, eddidoiC fqr6ity

> lndlan sed:r ,Et lrrl! rBorEd D nrergers and acquisilioG - rtrc't lrDes irrl6 rI &
ITES, relecor,l, 6nance, FMCG, const uction malerials, amdla idrsry a$ $eet
andusr4r. I has been spreading lar ancl wide through v.'iqB uttirlt on all brrsiness
plat orms

> Recently, gove,rmeit B qrlorinO opfions tor M&As ac clrlr-J grrblh secroa

undenakiio6 as wdl in ordea to lmprove lhe value chain at ,rcr! -c muiiple eiddes doing
similar oa dted wort

> Even houoh M&A's arB common inpivate seclor, rl has Deci r.cty liriad in goblic teqo.

Key Challa6a...

tr Ambrguiry dain0 ro M&A laws and ,egulalrons

I OverpaFrE r lor M&A's o@ecring more profil

I I nteo[_ation i$ues

I Faurry nrAt.C pl,|r$ng and unstiled
execuron

I Dirt€reice hcnhrie

I Loss ot cugoine,s

O ml7 KPMG Advilory Sarvta Priv.r. tU, 
'r 

lndi; ngbired private limited coirpo.ry -!d . ln rnb€r firm ol0r. XPirG network of
indop€ndent m€mb., firir|. afiaGd wirh (PUG'lnlrn {,ooal Coop€rative ('KPMG lnte;adorEa-L. Swils onlity. AI 4)hlr rss€rved.
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utJ
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hrEy lafrC a maioa comDoasrl o, rdfiE aaf,i, trc success or ,ailu,e ot a busan€ss gredy
llt G rFr at irtrlD.y rrBlIlogtrr rt ta-rEr D a tsgc qtenL lnvento.v m.ltaCcattcaa gEia
Cr a bHrot EixE
> IE nairlo ,rc size o, anve.r,
> ffi roc€drrres ol Aiv"-EylrrxIiirO
> Std,EilC cDg o{ rfivenloay

E lariy! irErtoay managema DairlE (a bc inpleanenled in public seclor to optimiae
Dctbrmance- LelEcy practices d hry rd llld so-reoy are stn toltowed in cenain otoanisarions,
rir!.naE ial is p.l.cnased m Ela qr--,n ndd rlri E€{ted laroely rgnorino carryino cosrs.

wlle o 6 D.omirEnr and 9ertaralc bars-E bra &-ao.rd tlis sl,re{V loarO aop h,n6 rEy
.qnd ra cD.rsir€r-aOlc cd o, qrfr iErEy. h(tG{ o|€ cosr:i of oBolcsce,lca, .,.maoc,
sttrbOt, ra+ atd so tonlt. b oE D r& -a! E itwflqy cost a co.n9.efi€osivt invlmory
trEnoem€nt synem should ba -EEDatlrl tLrra niSha.ldlinO ot inven tory opens up op€ratiom
Drha erEy e.ro.s, shippang dst&a.-BCb Ldga of whal isin 0a Dot an iocl

Xaf PE[anetr,s to cottsil.'
> Sdearoo rx, rnanagerne d -rtrEy ,t iar 5!:!rrB - Cominuous or ge.iodic ,errid syslems

b6ed on hisroaicrl r,rventory 3r l6rE t
> CorrndnO sE-aetv - Deciding !a-O-s t Ufftgalhm cFIr coont syslern in line witt

+proprlale couming 
'Iequertb 

Ead a ceds ol qrclino counting on manuracn ring, receivino
d delivery proce5s6. Thls r- hdrr eErir wh€ie. countinO needs ro be done based on

bcadon, caegory, valug or go(lrctrts!.
> Uruging ir enrory depc.darlc qr rfDa riat sirr o( hELEss - Lryer srocl levels leads to lower

crr qt oDer-don

> frdern€.[iDg qualiry co.n ol - ftErAttr E trlg mployees uode.sbnd what needs to b€ chected
rrfiil8 receMng dle manutactrnd goodi sldr - signs of damage, producr colors, size3, prices. erc-

> AdequAe oplimiaarion slfi eg, - An ryWiaD inV80lory manaOement syslem can hetp opimize
srocl lsrels ro boost etticieic, rd oE.l clErirE cusbme, demands

> Biminaion ot manual dara udiro DrEi= -fu dftdive, easy-to-use system vinually etiminaEs
human eror hat manual daa i-Iialo caErs

AE,,,re'd..

> Prolonocd maoutaclurino c!'e(lr lo ]pq coordinaion ancl ino,dinate delays

> Th€ 9aocearre to, purchasaaro ar-riaas -rlitp consumino

> t na.erurinry in,aw material avdlili]y il c-e ol toraon co aboration

> PSUS in oeoeral lack exgosuac to fttarrjd mdEgemenl as lhe tunds tor the purchase of
inveflory are included in anrxrC hdoars

O 2Of, X,ilG Advilo.y S€rv_re Privale Ltd. .o Lrda.r ]!gi*rrd ,.iv.r. lir ted cornp.ny and a memb€. firm oI th€ KPMG rorwort ol
'ridaFddrroErhar finn3amliared with KPMG lnlrdirEa C.Frtv!l'XPt G htamltional-), a Swiss enrity. Ahighrs reserved.
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Figure 39: Skilled/Un-skilled Labu Profrle

Sornt: lOttG in tnaia Analysis ml6 basis primary survey

There b a need for staff optimisation in PSES as nearly 41 percent is the average of vacant
pcitills over sanctioned strength of employees. The reasons for the same could probably
be dre !o rec-ruitments not being done basis need assessment and proiection of manpower.
Chdenges arise from key managerial posts remaining vacant for long durations as

strait{rac decision making and perf ormance might get comp.omised in this regard.

O 2n, I'S f.tvilo.y S€ftica P.ivats Ud, an lrxlian registsred privatc limiEd co.nfrart rrld e msmbe. fi.m of th6 KPMG networl ol
ind-rh.-a.r 6r.l!r affih€d wilh XPMC lnt6rnational CooFrativ! l-XPrrlG trtctr|'ri6d'1, a Swbr 6orty- All .ighB .es€.vod.
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Best Practrm Rernventng Hn

> HR manaoera€[ a criti:al fo susBia ItE lerrel o, D€rrormJrce
tor hrsii6s trd! iawolves ad<trssi|c ,re comdeory ol
wo.ldo.r!, lcc{ d).iOl-io.r -r(, c8rltri,l ot gors d lra
org€.rrai,.r -n crr*raoFcs- }n p.eirc t€rv*;€s to DoO!
maatao€ts al(l a4aolres a.|d are ,l€ own€rs ot processes a,td
procedures dta csrlpalry.

> As the erwiroot'Ent as gmino more compeitive condnuolE
learnino anal ab.5gD.tr rill Cry a crli, ,ote in teggiho uD
l'|e cornperitiv! eaga Confinuous ir|vesrne'fl is ri:qui.ed tot
9rovidioo sF e andl still darelopme.rt tor raasino rhe
perrormance br ta PSUS.

> HB Slrould 6dr,! D comglemem businEs requirement at6
cre:a a SrcarlEll gr#aa acal,-!- OrouraualiorE ,rcad
lo 6crrt og a* Eaniarg rrEtd,ty iE rrss dl tuarcdoars -droles. llalo. d*roE Ei,ld bc stritino the .igm balarrce
between sfrallly ad technolo€ry.

> Growh ln gbd nra.t6, adrram€rnefl ot rcchnolooies and
increased deaD-d tor gaoducton are ranstorminO global
business eoviro.Irsn and Hn wiU Cey a mAbr .ole in alioninO
PSt s wfi ,E bliEs rEe.fs-

> TaleN pool has orown mo.e diverse rislino n€cessary ,oa HR
to adagr 4rrodE b ,ecruiln€it, ,E nbo ,td 60aoern€an

Challangcs...

OuanrifyinO m Foordrns in trnancial le rns

Promodno a s4kning cullure

M6rivaring liofi Frormancs culture

Reren$on ald da-iry buitdino

tlivino czear ahrdoprnear

Generaling wql&.tt m€sics and anarydcs

Derioino roles D, still set

ldemityino and devElotioo tlr!r.! le-ct!
Promoring hiOhly enOEO€d worlrorcs

Fair allocation ot comp€Gdoo

Driving innordioo rtd c{+od",,
PromolinO heaFr rld rdln63
Selection and recruitinO ol dom dc,r
Rapid and efleoiw onboardioo

Way forw'ard...-

> lnveshem io!*rbo and cipacily building which are considered ro ba loog le m
investmem lor rr mxt lwel ot lerde,s in the organizaron-

> Focus on Oerxrer dt,l'sir!,: Atr c$nO and retaining lemale talen arxt buildiog a le\rel glrying
field,

> Susrainable perroama&e through indu$ry ,elations and social dialo€ue

> Developing surElred Oovernance and advanced worldorce plannim cagabilhies

> Crearing a boo5rioO wortto.ce enviaoimenl thouoh trequen! employle engagemenl
grams

g 2Or7 XPt/lG Adrrtory S€rvk! Pdvaa 16, an lndian regisl.red privata li.nited company afld a rEnber firm ol rhc XPMG notwork of
indoFodo.ri m€rnb€i firms ,tfilirtd iin XruG htornatioml Cooperedvo ('XPMG lntornational'l . Srira ontity. All righB resorved.
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Artornalion in Administrati on CSR lnitiatives

trtS

EguE it& Automation in Adminlstatixrt aod 6ff prfolio

Souscs (PMG in lnde AiCFb 2016 basis-primary survey
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1! Analysis basis data ftom 2916 respondents
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27*

Annual Franning exercise E*
7syo

Performance based budgeting 35%
61%
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Figure 42: Status of Hannitq ad Budgeting in PsEs

SorrEr. KPMG in lodie Anavsis 2Ol6 basis primary suYq

Artomation in administration was primarily achieved with the implementation of email,
intemet and website. More advanced automation installations such as SAP, e-file
marxrgement systems et-c-- were implemented in very few PSEs. Thus in many PSEs there
is high dependency between departmenG and effective coordination between departments
in terms of finance, materials management, production forecating and research etc. poses
risks. Other initiatives that have been urideitaken by PSEs inctude

. l8 percent of PSES have taken several me?sures to reduce their carbon footprint
such as LED lighting, efficient engineering designs for building infrastructure, car-
pooling, Timer-installed street lighting, periodic emission checks etc.

. 23 percent have implemented solid and l-rquid waste management reforms in their
work premises.

O 2Ot7 rPMG Advirory S€.vicc Privata Ltd, an lndiao r.gist.nd p.ivrt ffi company trd . nE nbei firm of $. XPMG network of
hdcpcndeni meoiUrr f.m3 atliliated with KPMG lniernationsl Coop.nriuc fl'lac lnt€matiord'L . Srbs entiry. All rights rcs€rv€d.
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Sharing planning commitee decisions
formally to tha Board to( th€ir perusal and

implementation

Consthutim d b.mal planning cornminee
evefy yeat

73%

According to the survey responses, CSR activities are undertaken by 897"12 of the PSES.
Hovyever, 63% of the PSEs have mentioned ac{ivides undertaken in pursuance of normal
course of business as CSR activities. As per Companies Act 2013, -CSR Policy" relates to
tlre activities to be undertaken by the company as specified in Schedule Vll to lhe Act and
lhe expenditure thereon, excluding activities undertaken during normal course of
business of a company. Only 375% of the respondents are undertaking CSR activities in
accordance with the activities mentioned in Schedule Vll of the Act, not limited to the
following activities:

n Analysis basis data from 3096 respondenis



Strategic Evahrain d PSErf he&+trdr ogritrirabn ot Opcrai'nal Ef6ciary C

. Erxlicati ng extreme hunget d porctty

. Prornotion of education

. Promoting gender equality ard dnporedng women

. Bedring child rrrcrtdity ad hpovipmaemal health

. Cornbating human irtrrnunodefiilrcyvhrs, acquired immune deficiency syndmmq

nalaria and other drseases
. EnSrring envirOnmerrtd Sl..r'i-riru
. Employment enhancing vo#sli[s
. Sociat busines.s proiects
. Contribution to the Prime liffitst's llalimal Relief Fund or arry other fund set up by

the Central Governmerrt c thSea Gotrnments for socicccorrcmic developnent
and relief and funds for the uetrre dlhe Scheduled Castes, the Scheduled Tribes,

olher backward classes" minodls aod mrnen

As pa the Act, every oompany hauiE n€f worlh of rupees five hundred crore or more, or
turnorer of rupees one thousand c8tre (r fixre or a net profit of rupees five sore or
more during any financiat year srtC corE itne a Corporate Social Responsibility
Committee and undertake CSR ailiies.llowwer, out of the total 56J6 eligible pSEs only
14.7% have mentioned about the CSR adivities during the survey-

:

<Thb space is intentionally left blanb

02 7 ffl'lc Advisory servics Privaie Ltd, an l!d- qlir|nrd Fivala limited compsny and a nErnbcT firm of lho rpMG nerrort oti h9.nd.ol momb€r firms attiliated with KPMG LL.-.rd CooD.rariv.l'xpMc tnter;arionat-1, a S-i!s.otity. AI rightt,es.N6d.
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Best Practrce lrffiruenent Control System

Managernerrt Conf rol q6tcrD d., rrE agcrs it hi6/ing organr2ati).,s di:crrw b, €fieail!
drd eJficient usage of rEsd.mls. Cmtta sf:lerns tend to bri.tg ctm*n otioaires ara
c@rdinate processes wlt- cgaiair.

PIa rides an aecutive lr'aast rlt-h assi:ts management In aFii.r tating rvfii:h ar!
i{ine rvith organizatiofi, g*- gla irg d goab and coorfi-g prccss widir
otganization is kry to impIUecon@ivtoess, profttability and sta+sdisraclin

bdg.ning
Consi&.ed the bactbone ot a
aorirol syslem \,Yhidr serY!3
,re pu.pose ot qrarnitying ard
ft>trrrng stretegrc pla+ (D-
ordnati.lg business actMtieq,
assigrir€ responsibilityb
E eqJlives. to.rnirg the b-ir
lor evabation, brindtB
.crouitabilay wisibiliy 5
cornpaary'3 pe r{orthanca.

Stttrgic Planning
Startg righi lror'i d-
daebpmenl of co.Poral
Yisi6t, missbn and obFrivt3
Un&rstandir€ varirrs
aspects su<rr as strerglll
weatnesq, opporlunitieq, .isk
Prlpaaatbn o, busiress pL.t,
dvarsificdioo srirtegv,
pcrtormance moriloring atd
updaling st.ategbs-

Paaradlca L-rl,anlarrt
A qEl.i.fivt ,r.ast,e whi.r-l
hdetes progress ol an
o.g.nirriIl in adriev-g ,ts
de.ixl oai.dives, I irwolves
colleclioo aid anaVsis of data.
lle$o h &>rminirq gap
bttxan a6ral -rd larget
perbmra(E goals ,rd assess
rtLctvt rs -td efficiency of
orgriz.liorL

Ertrpirr Bcourt+ Plnnnin g

fry org{rizatbnJ innovation
io erlEnc! ,lannir€ a.d
cont d p.ocess, Enable
s€amless i egratbn bet\reen
ditbrent fu nclio.talities acro ss
velue dEin ard automate
bact oI6ce functbnaailies.
qEern h€lP3 in organizing,
defrirE and standardzing
business process.

^drarbdCodiri@sf b prodirctf
se rC, F+cf, tasb sre
bd o the adiviv
perload ard ,esa!rE6
utifztd ft. a- Provires ,no.e
aca-& @d b 5lp'prf
p.icirg Dot ard elimiub
unnE8llry cosb. &irB3
abo.rl qaovernant ir
rn-giErlFofitability.

Ecrt f-ht
A poatG where rl
o.g-izait. -- evababt
busiE p@c89se3 ard
perfo.mre with hdrst y
bed prdir. alorMng lhem
to &tf,lop pLn .rd b
irnprovr adn a?e<r o,
thei FftrtDnce. O,len
coarsirerad a a @nlinroll!
process ol irqrovement

---flf..s--

!'.-

WBqrdrE.--.
> Conlrot syslems tacilit lG OE rDonitoring oi,egulaling o, the be havi(, o, -GCb1

managers and orhea supewko,y peGonnel in an organizatb n

> A strong managemenl oDotolsystem decreases vulne.ab,lity ot PSt s to l..tdrtts
> Lead busi ness lo co mpatitiv€ advantage andsuperior performance

> Effective and efficient irplcnEntetioo orthe p,e-determined plans

Oit 7 Xt'tirc Advisory Serv_rc€ Private Lt4 -r hd.o rqrgerii, ,.ivats limited company and . .rEnb.' tttr oa lh€ XruG networl ol
ind.Fltdtrrt m.mb€r fi.ms aftiliatsd with KPre hcrnxio.r.l Coor.r.lrv. l- KPMG tnternario nal't, . Sriis cr&- X rid{s r€s€d.d.
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5. 2.4 Corporate Gcir'ernance

Appl-rcability ol corpoaale governanoe txrrnui
(norms fotorcd in PSU)

AralabTrty ol worum for all board me€titgs

Composition ol the non-executive members d
board alignmenl lo business functions oI PS{J

Cognizance ol dornaiMndustry knowledgq
experience, certificatbm and com pe nsatim ir

tlle sdectbn prDcess6 of Non-Executive---
Boartfs invohrcrnert h proposin g strategic

initiatives, priorilies and preparing calendarof
actMties tor the PS U

' Effective communnication of board decisbns
to thc Adminisffiit/e Department (of se.tor

that the comparry operates in) and..-
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Figurc 44: Corporae goystsr@ - Stan s drect
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Official directors on board Non-offical directors on
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Figurc tts: Percentage ol actual over sanctiot d *f,/rgrh
ol dhectors

Source: KPMG in lndia Analysis 2016 basis primary srrvey
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Sragt E.afraha o, PS€s & Roadmap btb otrintabo ot €fficierry

ilcrsr:s atelr ior in re.s€d transparenct -d arntabitity
. Consumer gdeviuEes redressel forunr
. Ensuiog a:afaU&y oI annual finar ca e.na*< and audited aounts in puHic

&odn
. hrbEding iotomAim required un& EII Aa in Ep websitc and replying to all

pefniom under Fn
. Begplar ssultalixr meetings
o Trryrency in prbfirc procurement Ers
o Adodioo of sofovare and.related techdqis in the field of tBding and operations

fur iseased tarsparency and accor.diAy
. E:&nsive use of l@nataka e-procurer I pcbl
r lmplcmentation of SAP

. t e.,ls d PtO+ API(b and respectirr€ T.h authorities have been notified and
updaed in website d lhe company asr:qied under trn act

o GomCele transperry.in staff recruif process

o lmderneotation of leave managemertsn to eliminate human intervention and
pollUiB tratspaency in leave g ranti oednnism

<This space is i ntedimly left blanlo

@ 2ou Xft G Adrirary Sa.ytr P vata td, elr lodian ,eg{srersd p.ir- *a dngony and a rmmber firm ol lhe KPMG n€twort ot
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Srrategic h.d.ration of PSES & BoodDap for fhe optimiulioo of Operarional Efficienc, I .:
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msi HiltrE CorDorateffivernanm

CoaF-Ia ErrEEa 13 irt orOaallzrtf trn cdnmttnErt trd dglion ot moaal paedccs
ry83 6 6ttt v&e cnaan and in, d E dealims wirt a wide Oroup ot stateholders
erEo.EassirC Isye€s, crrslom€,+ E Ors, r€Oulabrs ard sn-rrotde-rs ltricfudirB the
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5. lnter-PSE Benchmarking Study

5.1 Overall Categorisation Criteria

}1:'*\!';FIPTF "
- .- ; 

'a 
a.;t: t. v',r'rt

linJP&ftirmirn:x 68ffiftffi.1; in minimum t ffiil"o 5ffi;i1i**=
tlp lastthree years. r.=-i.: .: - -:_- ,:

*-ffi profits in 2 vears otrt of tne tist g

Yee$,f€Iffis.i'.
Ps*;;ilif;A-fr;-:;Ei" of the performing catesifu

na{i'itru
.' -, l 1 ,.

r{fi9"i"s
.;'1.,

.i'

Minimum'average annual turnover of INR 50 Ci
during'the last 3 years

:.. .. - ,;. -.

Minifririfri average annual net profit after tax dufng.
the ldst 3 years of INR 1O Cr

.-jT

Source: KPMG in lndia Analysis 2016 basis Government for grant of Maharatna, Navratna and Miniratna slatus

O 2017 KPMG Advisory S€.v'ro Priyare Lrd, an lndian re9i96red private limited co{npany and a member firm o, tho KPMG netwo{l of
indaFndsnt msmb€r firm3 atfiti.lGd with XruG lntemetional Coopcrarive l_KPMG lnte.national-). a Sw_rss €nlity. All rights .eservsd.
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Category Criteria

-_-:--

of rhe High Pei{orming,

annual turnover of INR 500
three years

giiiits from

': -..

Table 3: Ovenll Categorization Criteria for PSES
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5.2 0verall Categorisation o, FrSEs
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F,gure 47: *ctot-wise categori2ation of pSEs

Source: KPt G in lndia Analysis m17 basis martet research and primary survey

o2o7 xP"G AdvisorY s€rwice Pr'vato t_4 -, tndian rc{r.st",ed p.ivab limii.d compsny and a memb€' fir,,' oI rh€ xpMG nerwort o,hd.l.nd.ot m.mbe' nrms affiriared wirh Kpr.G u..,-uiit-oodJ,Jr:iiiliili ,ii.'jl1,,".r,-r, a swiss anriry. 11 .irhrs ,es€.ved.
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52 lndustry-wise Categorisation of pSEs
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Figure 48: lodustry-wise categori2ation ol PSE9

Sorce: KPMG in lndia Analysis 2O17 basis markd rcsearch and primary survey
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independonl momb.t fitnt tmlaEd wilh XPMG lnrernationat Coop.rIiy.l'XPrJE b,t-in l'1. fuiir rdhy. Atl rights reserved.

53

I
::l

Karnatak: S.:;s & D::iigents Limited
Karna:ai? S :i carporatron

Ka rnataka Po?er Corporation Liriiited

Eangalor. :li.::ir.r:,, Supply Com pa ny

Chamund::hi.rarr Electricity Su pply' 
Cr,rcLrra:tonLimited

Karnaii Po',rer Transmission
lorporation

Gulbarga i :cirrcrty Supply Company
Limited

Hubli El€::: ciry S'Jpply Conrpany
Limited

The !,lr-ss': ::i::' ::: l:c'Js:ties Linr ited
ii:ys,:r:::.:i: i 

':rnrsn Lrmrted

Karn3t:;: i j;-:\ (:.{h3n3 L:.r:ted
''i.lEi,h.t!lr, Limited

Tha i,i. s:.'. ;:;ir Llills Limrted

The Ll';::'i S':_::i C.inpan,r Limited

Frnancial

Karnataka State Financial Corporation

L:i !:'; :.1,'rar-:ls Limited

The Hutti GclC I,lin:s Company Limited

Pertorrnance RankinO

N'langalore :l tricrty Supply Conl pa ny
Limited



$raegic hnldoo of PSEs & Roadmap frrtboghirebo of Operationat Efficierry
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I nf rastruclute DeveloPment

Ag rolFood and Beverages

Community Developmmt
(Non-commercial)

i Syear average PAT,4-oSS
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-599
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1165.64

OAn rPMG Advisory ServicB Privale Ltd, an lrdill ,e{i.t r.d p.ivaa timited compdny and r n!&. frln ol tr fr G ndwort ot
ind.r.rdlnt momb€r firms afriliated with KPUG h€rnado.ral Coor.r.rivo l'KPMG ,rrernarionat'r, a Si!iliy.A[,hhb r.s.rv.d.
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Community Development (Commerciall

Housing
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O ml} (PMG Advisory S-rice P;iv.r. Lrd, an lndirn r.Ollt red Fivrt! limited company and a msmb.. furn ol th. XPMG notworl ot
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:!6. Case Studies - lnsights from select best
performing state PSEs
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ard V::i:;: lndustries Corporatron iKVlCl-. Tr:- Ja'.., ii Air india

r,l;irUC tir li::3
Shull;ng dolvn sick u n its, t.!.- ^- ,. : ;,f .,1o:'k forre:1 .edu ce lhe accun)u taled tosses
foilc"!edby streamlinir.tg of ...:i::.s.:.rd t|.elnirgro.workerstorgfitlecualatV
i:1llo achieve ISO and Gl ce-:,i ,:3:.!n

o 2ol? KtuG L'ory sGvta ftivare Lrd, an.lndian 
-registered 

p.iva. [rniEd c6F,'y and a m€mb€r firm ot the KPMG netwo.t o,irdep€ndsd tndr f.,tB.rfli.r€d with I(PMG tnternationlt coopcrarivqrxerc #.oo*rt, 
" 

swiss enraty. AI righis ,eserved.
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- ' :Ji:!:'r icid throJgi lil : <c J _. . ;
: -' 9iJ rnt cnline podal
: :: 1d:1.tf'd for [\4ysore srrk sar.cs
_ :. : er:;o.r.aged opening more oLlt :::
' : ::'n ;?l showroo:,ns fOrgro.,vr^-
. ::a.ir.r b);e actoss lheglobe
,: : ..16 Gl iertificat'on to sliengt he^ :..
l.',sor?Srlk" brand: :-.)i t^r:a:tivitiessuchas fashrc,-

:_:.,!s, Crjcoilnt sales etc. aae
- ::i1ak9r
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' . Tha cE rTrany r^/ars estabailrld :rs The Goverrrrsl Soap t dory by
,aJE+ in Elartgalore- llys.! S..d.l Soag B-..d inirdrced ,n
li. Et t 'n 1914- The F.G!o., r8 qrylrid i{o . PL i,! tho
F l.!E aDd renarned..far'l{aaa Sort 5 and Daa.g€nl Limif cd.

. Of, Or ylars the cornp-, lEd to faca tif co'Ipstiins frorn
IlGt erd had lo ,aca lia lrr e ol redrc€d sardalwood
orltirtion E versilicatiqr rd modemizann stratega3 have
helped b estabrish therr* 6 q- d d- Lr Fd matng
lgfran lt h d€.fland Ior-.c.H- hrtlaAiao clr.rrtrica
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O 2Of7 KPMG A6riso.t Sr*. P.iv.!a Ld, .lt lnd- ,egistored lEvate limir.d cdn .ny aod a msmt,or fiim ol th! KPMG network o,
indsp€ndent membar I-ftd wilh fmm kn msrional Cooper-iwe |-KPiE f-rnxinal'l, a S*is onlity. All righB r€sewed.
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7. Case Studies - lnsights from international best-
practices

aII

i
E

(.

trazl - mssate0 plilnng il[ mflmmg nftrnatffi
system

o 2or7 rPMG advisorv s€wic€ Ptiv.a. Ltd. 
-an. 

lndian rsgistorrd ;'iyas limited compahy and . rnembe, firm of ,n6 xpMG notworr o,Lirrr.rds m€mber firms affitisrod jin Kprilc lnrernarion-aiCoo iiijiiiiid rii"rn",,on"r-r. a swiss €nrity. A, risht! rese.vod.

'l

n

Problem

Replicriing :imilur model lor enoi:
urigti-t r-i"." 

e"g"5 ::3 all'level employee:in planning and

lnter-PSU lorum: and conference: :: iiipart beit.practice knowledge andchallenge! and creoting on enablini :..:,jronment for betterment of'- 
-

lunctionina of PSUc
Developing a ltata.wide pSU develcp:nent agenda

Key leaming s for State pSUs

61

Needfor reform

To stre:g:he:r scci:l panicipalon 1r: lo.: Fr€.i:iE arc b,ri:et..-c orccess

D.fi:. :7 ,n in;1ueac;ig -.he public aO.- :: c7 i:nain set ci iaiu:aticn
especrally that of indigenous, econon,:-.::,/ C:sadvantaged on irsuei of
concerns on s*Etoral policies, concens .j: r:j.:3i;:ies
No consensus rrith raspect to a comntc n . it.or:al agenda - Var:ous social
instihutions-and movements b6gan Cen::rding tssuJnce of ap"a,na 

--'
rnslltullonal chanlelsto bnng the vc.:: :. ::js!: rr: 9!ea..:::-i :n,l budge:rrrgprocass

Patir:rDiicr r- rrrethodologies and ch!n-: : :: -:: ,:iulcl r,.:ilupr;r rti cnal
.plarrrrrng r,.,,ere es:ablished
l;-!tr.c,.rur-.;ri Fcrurns rlFls anJ nat.,); 3t - .;:-.r;;; {,1r :..!.i:i,::r, dri:jus:rerrsr'.erel;"ld,.,rh;crrrvolvedvariouscr!:::::..a:rlantzat:jr.j.l:aceneral
publ,: and p!Ltic ofjiciats
Abcrrt 7,)!) psnr;rpaits anended lF ht: ::.,:ss _: davs tr:,:Jcr frdao
r!)rrEr?rrcrrrg set-ui

Solution

lr.lorethar.g0r-'lrecommendatlons$Jii:::,nIai.t.:s.rnth:sl?:,1lntorjt,rl
pr opos,ils

e relalonsr :: :::...:.--. -Cavtrr'niir.i =ai ,tiitzerrs Df
partrcrpitor! -:-:.:;ss and firesuij. . :

i!'la1or transfornration if th
era2tl bL.r.h v?rth ie5petr to

Result
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Sfrdegic Evah.tatioo of PSEs & Roadaap fo. fhe oplirdabo o, Operarioiat Ettci,s,

Stngapore - Attractrngm0 retanngffts Dest tatent

To arr"ct and retain good talen:::::,::.igh reforin: in hr-::n re:gurcefunction

Globalization and competi':
anJ demographics

cacv svsterri of o;omotLe
coo

Restructuring of recruitment model
Pet{ormance linked pay
Continuous feedback a nd Performance lmprovem ent Plans

Key leamings for State PSUs

mys
O iOlT KPMG Advisory Sawic. Privato Ltd. an lrdisn ,!gb.td Fiyrta limitEd co.nprny and a rEnber firm ol the XPI\,IG ndvrort ol
hdepondonr mohber firms .ffli.!.d wirh KPMG lntomatiqrJ CoFriw {'KPMG Intom.tional'}, a Sri'' entity. All righrs r$crvBd.
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Needforreform

Proble m

. La -:.:::,i e moven)ent io a: :: .':g: c:;..- a;s :-r i-il:e:: : i::.i9 | r', ::: :,
.;o'lr:rdDlatforrniorsuc::-',.:r.--:-s:::-:':-:.;:'::-::c!r'.-l:-'-ii.i

. Thell[lagerrcydevalope.lar..i1:::'a:c'iraeli.'roi\:i-'a;,:a'r,rtana.:-]'.-ri,:,p
ofi:;:rs ..', ho are collaborat,v:.:i-;::;-onea:i: air'i s::o.; ::ricr'':r.i;s

. Schr'l.rrsi-rps for sahoo! slu,--lii-,:i::l L.cssess hrqhE' :JuaB:,.:r D an(l rr '=i : 'l
for',rhich they must,,rork f,,ri ::r: --:';ernr:ii,.ti,r's:r':r:i','::rs eier

r ad' t;:r'lrt
. Existih-o ofiicers cculi apply t." s:cnsorship fer pnstqr3Cua:e study 3s rarl

ol the.r c;reer developllrJr]t
. A i*ir,:c:ed traininq coil:g: :-:'s :,:'ei:,., 1!-) :;;:s:s
. To ensure that the pubirc seir.r: '::ai:ls a iarr sha:3 oi th3 a(:,rjnt-./S :; : i.

servr,l:payrsalsoatthenlarkr:,::er'Jithsalan?sco:rpai3.rreioihl..lii.-,f
pr|vale-se;lor ernplc/€es wrlh s,-, ar abil,ties and respor,i b,!:ires

. Pay lrnked to perforntan;e t,,r.th.IC.:useS to [e,..rard h'gh a.. jvement
;. fhe system is adiusterJ oiten sc:ra: pay prograisron rs bes:d rct or: fixed

'airntral rricremehts but on pnt;r,: a! ind performance assessr-'rerrls
. Periodrc salary revieivs are hErd:i lrrainta;n market aompe:,t.veness !.,rth

the private sector

Solution
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Slralegic Evatuatio.r o, PSE3I Fd+tr the optimization ot Opet-Jtiooal Ef6cierr, ,-'

Kenya - Professurffilffit,m0tMatl0n and nude
mprovement

t:

r--.s.>

To profession alising and inpro'.ring motivation and ultimately
morale among publie sec:oi orE;nisation oflicers

Need tor reform

'.'.'hrie acknowledging:isriremprat professionalising and
motivating the servicestiil remain largely implicit in the cverall
mandete of the PSC, the FSC and otherstate sctors still requiredto
focus to better target, impr36.6'3n6.easure interven:icrr:.

Problem

In:roduction of a :en,ice er::ll:ice a'.va rd scheme
Revie'iv of policies
lmprovements in :erms o' :::':::
Training and developmen:
Flexible ca ree r c:'o g ressic.

Solution

O 2Ol, xPt4G Ad'vi3', Service Ptivate Ltd, .n }d- qi!:d rir.|! timir€d company and a mernb., fiIm ot rho Xpt c n.t9orl o,
i$ap.ndoo! mt nborf'nns aftitiared wi,| rPMG t i.n- c..rd,! l'rpMc tnrernariona|- ), a swb.o6!y All ri.rll! r8.r,ia
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This r:form led :. cc llecii, a cor:rioiriio n of officers to e ;:r;ficant
and r,raaningfui ::a nsform::icr', a: ::.:y are iirst' motivaia-a ir ; rvay,
that€nhahcestni;:overa: :ncrai: i:.r iiie dr'o rk pibce. , ,

Result

Key le: min g s fo r State PSUs

Employee awards and recognition schemes
Provision for providing flexible career optio ns for asplring
employees
Continuous leaming programs to keep emptoyees adept rvith
cunelnt market mapped skiils and capabilities

I
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Stralegic Evaluation dPSEs e nodnap ftrttE optimization of Operatinal Efficirrcy

8. Way Forward
8.1 Guiding Principles ard Goals

The recommendations are suggested keeping in vieM, of the current state scemdo h wtrich
PSEs are functioning and io{ne with performance-d rive n goals to achie.re srsilainable
growth of the PSE sector in Kanata The adion-plan lays down rey ctraltenges and
possiHe suggested intenedirc in areas srlr as Corporate Govemalrcq ttnnan
Resources, Finance, Ad mi nist-alim, Besearc$ & Developmenl, Operations and Sffieg.y.
The degree of priority is a{ped against each of these a reas basis vieus and maior
concerns that emerged from pcltiparts driry workshops conducted during the strdy
period. The maior challerges hced by PSEs in the current scenario and related
performance improvement gmls are liged subsequently.

furent State Scenario

. O.ml7 XPMG Adyisory Sewico Priv.t Lrrl i lfrr ,!gi!rs.rd pivat limibd company and a m6mtB firm ol tho XPMG nsttro.t ol
h&rGndent member firms arfil;ated with XtE l-rrind CooDrdiv.I'(PMG lnt€.narional - ), a Swis.3 !r{ity- All dght! r6s6rv!d.

6'

I lrnfTmtffe$\terrlJEe

z Lmk of Frrnid AL:cmt"#

4. Lackof tras0aenll n crxeraflm

3. LegilysystsrsaiiecxruErfomilm

5 mlttcd interfgemr

6 Buezusily

l. lmkofr(Irttdent

B Lirkof cmffirus eaitrg



Srr.nc€h E/afrnin o, PSES & Ro.dmap ,or $c opdmAa&n ol Oferainal Effoency {)

ffinnance.driven goals to achbve sustainable grourth

a
LI

t!

!

a
:

I

?

3

4

5
!*=
)-a
?i

"Y

ryuErcd' i*eaiue

..:
Etong Learning and

The detailed aclion-plan for improvement of performance of PSEs is discussed in detail in
the subsequent section.

<This space is intentionally left blanb

O 2017 KPtvlG Advilor! sG'vic! Privat. Itd, an lndian registerGd p.iyt tinitad cornpeny rnd. rDembar lirm ot the KPMG nerwort ol
indop€ndcnt membG, fi.nu atfilialedwith XPMG lnte.na6o.ral Coo9.r.lit. l.fPtlc lnram,tional't a Swls lntity. AI righrs reservsct.
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Strategic Ewaluatin C?SEs t Rdrryb O: o4imizalion of Operaind Elfrbry

Annexure
ListirB of PSEs based on mdl categodsation criteria basis financial data from DPE

book 'Karnataka Public 56r Enterprises at a Glance" 2O17 and survey responses

:r-

.

.I

I

Katnr,l- Silk lndustdes Corporation Limited HQh Perlormiq

Kama& So3p6 & Detergents Limited H-rgh Performirp

Karn#r. Ydyuth Karllrane Limited Performing

The flsru Eledrical lndusries Lim ired Performlng

MysorE PainB & Vamish Limited Performing

The llForc Pape, lrlius tinited Lowffirntp
The llysore $rgar Company Lim ited

Manufacturing
Enterprises

NGEF 0tubfil limited Lolrr Performing

Financial Enterprises Karn ata State Financial Corporatio n High PerfomnE

The llai Gold Mines Company Limited High PerformingMining Enterprises

Mysore llherals Umited Very High Performing

Karn* Porver Corpontion Limited Very High Perlorming

rn* PowerTransmission CorporationKa

Eeclricity Supply Company LimitedBang&c Very High Performing

C h arnrndeshwari Bectricity Supply
Corpordiro limhed High Performing

Mang*le Bedricity Supply Company
Limited Performing

Hubli Bearlcity Supply Company Limited Low Performing

Power Generation
(Iransmission/Distri
bution Enterprises)

ulbalgE Electn'city Supply Company LimitedG Low Performing

Bangdore Metropolitan Transport Co rpo ration Low Performing

Karnada State Road Transport Corporation Low Performing

North Easlem Karnataka Boad Transport
Corporabn

Road Transport
Enterprises

North Yuestem Karnataka Road Transport
Corporatinn Low Performing

Mysore Sales lnternational Limited High Performing

Type of
sector/industry lJame of undertaking Category

Performing

Very High Perlorming

Low Performing



Strategic Eyahribo d PSEs & Roadmap for Ore ogtioizairo o{ Oper-abnal Efficierrcy

llartaing Communication & AArcrtisilrg
Limated

High Performing
Marteting & Tradng

Enterprises

tlgh Performing

Xamdata State Tourisrn Developrnert
Corprarion Umited

Performing
Tourisrn Efap:i3c3

Jurlgle Lodges & Resorts Limitsd Performing

Karnabla Neeravari Nigam Limited Low Performinglrri gation Enterprises

Kanaata Road Development Corporairn
Umired

Low Performing

Perform in g

Kamatata State Small lndustries Derrdoprnent
Coiporaion Limited

High Performing

Karnatala State Textile lnfrastn ct re
Devdopnent Corporatioo LimiEd

Performing

lnfrastruclr:
Developmcat
Enterprisrs

Karnatata Rural lnfrastructu re De$eroE[ent
Limird

Very High Performing

Karnataka State Seeds Corporatirn Umited Performing

Karnaraka Food and Civil Suppl-s Corporalion
Limited

High Performing

Karnataka Slate Agro Proces-sing & Export
Corporation Limited

Performing

Karnataka Cashew Development Corporation
Limited

Performing

Perfo rm ing

Agro/Food &
Beverages Based

E nterpris€s

Low Performing

Karnatata Forest Developm€nt Corporation
Limited

Performing

Karnataka State Forest lndustries Corporation
Limited .

Performing

Forest Oevelopment
Enterprises

Category

O 2Ol7 KPMG Ad\rilo.y S.rvic6 Privat! Ld. -r hdian ,ogisrered privrt li,'t-l.o.trFry and a m.rnbcr lirm ol th6 KPMG norwork o,
ind€pondsnr mernbdr fn is arfili.tod wfin fPllc knomatiooal Cooperariyo l'XPE ltt rnatioilal'1. . Swis.ndry. All rigfits rcs€wed.

Type of
sector/industry

' 
Name of undertaking

Xrnata State Beverages Corpq'atirn
Lhrled

Ca.rvery Neeravari Nigama Unied Performing

lGislma Bhagya Jala Nigam Umited Low Performing

Kamatata State lndustrial & lnfrarrchrre
Derdopment Corporation LirneEd

Karnataka Togari Abhivrudhi Ma.dali Limited

Karnataka Compost Development Corporation
Limited



&. B.R. Ambedkar tlerrelopmeor Csporaion
Limited

D. Devraj Urs Bactnmrd Claset Oaaqcant
Corporation Limited Performing

Kamataka Minorities Deve{ogqt
Corporafion Performing

Karnataka Maharshi Valmih Sd:dled Tn'bes

D€velop me nt Corporation Limial Performing

.\-ty
Oanfp:lfioo-

bc*10
hFbEs

Karnataka State Women's DevelopfiEnt
Corporalion

Performing

Dr-Bahr Jag.ieewan Bam Leather h&gies
Developme nt Corporatbn Limited

Performing

Karnataka Fisheries DmloprnerrCorf.'riro
Limited

Performing

Karnataka Ha ndloom D*cloprnert
Corporation Limited Low Performing

Low Performing

Karnataka State Handicrafts Derdopment
Corporation Limited Performing

Co--r-*ty
Dr=lFalt
lCratul
Elilrpriscsl

Karnataka Sheep and Wool Deydop.rEnt
Corporation Low Performing

Karnataka State Pol-lce Housing &
lnlrastructu re Devetopment Corporatiin
Limited

Housing Eotaprises

Rajiv Gandhi Rural llousing Corporahn
Limited Low Performing

D. Devraj Urs Truck Terminals Umited Performing

Karnataka State Warehousing Corporation High Performing

Shree Kanteerava Studio's Limited Performing

Karnataka State Electrcnacs Development
Corporation Performing

Name of undertakir gsec:lr.':tstry
lr-?91

q--giE taafiaB)o of PSEs & Rodn+ Ior fic.f*'n:ot 6 Qcr-ainal Efficiency

lD2oir lrerniE, sorv'rca Piival6 Lt4 en lndian registed privab limited co.np..y.nd . rncmber firm ot the KpMG networt olind.Fd..rad, ftr|3.ffili.red w hKruG tnternatio{ral CooF.rtivo (-Xf G ll.'naionat.} a Swiss entity. A rights reservod.

I,l
|-

.

:j

Category

High Performing

Kamataka State Coir Development
Corporation Limited

High Performing

Miscclencoos
Entcrybes

t

I
i

i.:t.
ri

:

;

-:.

i;!

.,:|

;,1::





Strateg,c Evaluation ol PSES & Boadrn rc 'or the optimrzarron of OEEralronal Efticle,',,

TN NK


