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SEMESTER IV 

INDIAN ECONOMY (UG) 

UNIT – III(B) 

DR. ANTARA DHAR 

LECTURE 2 

 
 

In lecture session 1, I have briefly explained the role of the public sector. Now 

in continuation of lecture session 1, here we are going to discuss some topics 

related to the importance, genesis, and performance of public sector in India. 

 

Public sector in India 

Historically, public sector undertakings (PSUs) have played an important part in 

the development of the Indian industry. At the time of independence, it was felt 

that political independence without economic self-reliance would be detrimental 

to the country’s sovereignty and autonomy in policy-making (Department of 

Public Enterprises, 2008). Prior to Independence, there were few public sector 

enterprises in the country. These included the Railways, the Posts and 

Telegraphs, the Port Trusts, the Ordinance Factories, and All India Radio, and 

few enterprises like the Government Salt Factories, Quinine Factories, etc. were 

departmentally managed (Narain, 1994).  

 

At the time of independence, India was basically an agricultural economy with 

weak industrial base, low levels of savings and investment and lacks 

infrastructure.  A vast majority of population was extremely poor.  There were 

considerable inequalities in income, employment opportunities were low, 

serious regional imbalances were noticeable in economic attainments. It was felt 

that if the country was to speed up its economic growth and maintain in the long 

run at a steady level, a big push with state initiative as an essential pre-requisite 
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(Gupts, 1975). Private enterprises lead  to vast inequalities in the distribution of 

wealth which are not desirable on social grounds and also on economic grounds 

(Trivedi, 1986). 

 

Public sector enterprises have been playing a dominant and unique role in 

industrial growth and development of Indian economy. In order to dismantle the 

accumulated problems of unemployment, disparities of rural and urban, inter-

regional and inter-class disparities and technological backwardness  and  to  set  

up  a socialistic  pattern  of  society  in the  country, establishment of public 

enterprises have been conceived (Reddy, 1994). In view of this type of socio-

economic set up, Indian visionary leaders drew up a roadmap for the 

development of public sector as an instrument for self-reliant economic growth. 

This guiding factor led to the passage of Industrial Policy Resolution of 1948 

and followed by Industrial Policy Resolution of 1956. 

 

India succeeded in maintaining its economic growth at above 6% largely on 

account of large doses in shape of government stimulus package, which 

included a large expenditure programme on infrastructure. The government also 

shielded the consumer's wallet from the vagaries of international market by 

subsiding fuel, food and fertiliser prices. None of these policies would have 

been possible without the resources made available by the large government 

enterprises. 

 

A recent study by The Economist magazine showed that it's difficult for an 

emerging economy with a small or non-existent public sector (such as The 

Philippines) to achieve sustainable economic growth. Though its anecdotal 

evidence, it should not be surprising. The government-owned commercial 

enterprises possess the unique ability to rise above the short-term commercial 



3 

 

interest to invest in local assets and resources so as to maximise the long-term 

economic gains. 

 

Genesis of public sector units (PSU) 

The underlying reason for such an extensive presence of PSU in Indian 

economy lies in the economic policy adopted after independence. The greater 

thrust was given on economic development with social perspective. We have 

already come to know that in order to attain this, the method of central planning 

was started.  

 

But since the targets set in the first Five Year plan (1951-56) were not attained, 

then the process of setting-up national champions in strategic sectors -heavy 

industry, steel, oil & gas, banking & insurance among others was initiated to 

achieve these targets. Some of the largest and most successful PSUs-BHEL, 

State Bank of India, ONGC, Indian Oil Corp, Oil India, Steel Authority of India 

and Bharat Electronics among others owe their genesis to this period. 

 

The biggest growth in the number of PSUs, however, occurred in late 1960s and 

early 1970s, when most of the large commercial banks were nationalised 

followed by a similar move in coal mining, crude oil refining & marketing and 

textile among others. The list of PSUs increased further in 70s and 80s with the 

establishment of new national companies such as National Thermal Power, 

National Aluminium, Gas Authority of India (GAIL) and Rashtriya Ispat Nigam 

among others. 

 

Thus, over the years between 1950 and 1990, the central and state governments 

formed agencies, and companies that seat at the top of the food chain in bulk of 

the manufacturing and services sector and just leave aside consumer goods 
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industry for private sector. The process of nationalisation and extending scope 

of public sector to many industries was guided by common objectives like 

building up of infrastructure for development, generating surpluses for further 

investment, creating employment opportunities, diversification of the economy, 

reduction of inter-regional disparities and promotion of rapid economic growth. 

 

Performance of PSU 

To a large extent, PSU as a whole have succeeded in attaining these goals. The 

important indicators to measure the performance of PSU are the share of PSU in 

total GDP, in gross domestic capital formation, total employment in PSUs and 

prices deflator for the sector. The PSUs share was just 10% in the beginning of 

the seventies, which grew rapidly in the following two decades and more than 

doubled to 25% by 1990-91. However, the share remained relatively steady 

during the nineties and came down gradually in the recent years thanks to 

privatisation and disinvestments policy. Yet, it still accounts for one fifth of the 

total GDP during 2008. Public sector accounted for 22% of gross domestic 

product and 12% of the gross domestic savings during the year ending March 

2009. 

 

The PSU also play vital role in augmenting the country's capital stock which is 

crucial for the long-term economic growth. The share of public sector capital 

formation in gross domestic capital formation was merely 35% at the beginning 

of the first five-year plan (1950-51). However, it was raised to more than 50% 

during 70s and remained steady in later years. The process of deregulation and 

liberalisation began in late 80s had gradually reduced the overall share in total 

fixed capital formation. It accounted for nearly a quarter in 2009. 

 

The fall in the share of public investment was not because a shift in investment 
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from the infrastructure to less capital-intensive sectors but it was due to 

increased efficiency of public sector, which largely gone unnoticed. 

 

Apart from these achievements in terms of their contribution to the quantitative 

targets of production, their performance was also satisfactory in order to achieve 

social objectives like self-reliance in strategic sectors of the economy, the 

growth of small scale and ancillary units, establishment of modern industrial 

sector, built up of infrastructure, balanced regional development and the 

formation of technological skills. It has also encouraged social control on trade 

and industry for ensuring equitable distribution of goods and services. 

 

Performance of PSU — Recent years 

Now, I am going to show you some statistics related to the performance of 

public sector in Indian economy in recent years. The data have been taken from 

www.ceicdata.com, Economic Survey 2018-19 and from www.data.gov.in. For 

academic purpose I am using these data. 

 

Number of operating India’s Central Public sector enterprises (CPSEs) data 

were reported at 244 units in March 2016. This records an increase from the 

previous number of 236 units for March 2015. The data reached an all-time high 

of 244 units in 2016 and a record low of 213 units in 2009. Number of Profit 

Making CPSEs were reported at 165 units in March 2016. This records an 

increase from the previous number of 159 units for March 2015. India’s CPSEs: 

Number of Profit Making data is updated yearly, averaging 158 units from 

March 2004 to 2016, with 13 observations. The data reached an all-time high of 

165 units in 2016 and a record low of 139 units in 2004 (www.ceicdata.com).  

 

http://www.ceicdata.com/
http://www.data.gov.in/
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Turnover data of India’s CPSEs was reported at 18,546,670.000 INR mn in 

March 2016. This records a decrease from the previous number of 

19,951,760.000 INR mn for March 2015. Turnover data is updated yearly, 

averaging 12,715,290.000 INR mn from March 2004 to 2016, with 13 

observations. The data reached an all-time high of 20,660,570.000 INR mn in 

2014 and a record low of 6,307,040.000 INR mn in 2004 (www.ceicdata.com).  

 

Overall Net Profit data of India’s CPSEs was reported at 1,157,670.000 INR mn 

in March 2016. This records an increase from the previous number of 

1,028,660.000 INR mn for March 2015. Overall Net Profit data is updated 

yearly, averaging 921,290.000 INR mn from March 2004 to 2016, with 13 

observations. The data reached an all-time high of 1,282,950.000 INR mn in 

2014 and a record low of 529,430.000 INR mn in 2004 (www.ceicdata.com).  

 

Figure 1 illustrates fixed investment of public, private and household sector 

from 2011-12 to 2017-18 in India. Fixed investment mainly refers to the value 

of new machinery and equipment and the value of new construction activity of 

dwellings and other structures. Cultivated biological resources and intellectual 

property products are the other two components of fixed investment, although 

they constitute a very small (Economic survey, 2018-19). Figure 1 shows public 

sectors maintain a steady growth of fixed investment as a percentage share in 

GDP over the years from 2011-12 to 2017-18. 
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Source: Economic survey 2018-19 

 

Figure 2 depicts the total Gross Capital Formation (GCF) in agriculture and 

allied sector. The share of public and private investment in GCF in agriculture 

and allied sectors show that while the share of public investment in agriculture 

and allied sectors registers an increase from 2014-15 and maintains an upward 

trend till 2016-17, the share of private investment in GCF shows a decline 

during this period (Figure 2). 

 

 Source: Economic survey 2018-19 

Figure 1: Sector wise fixed investment rate 

(percentage share in GDP) 
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 Table 1: Percentage share of public sector from 20004-05 to 2012-13 

Item 
2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10 

2010-
11 

2011-
12 

2012-
13 

Percentage Share Of Public 
Sector - Gross Domestic 
Product 

22.9 21.5 20.7 19.9 20.3 21.4 20.8 20.2 20.4 

Percentage Share Of Public 
Sector - Gross Domestic 
Saving 

7.1 7.2 10.3 13.6 3 0.5 7.7 3.9 3.9 

Percentage Share Of Public 
Sector - Gross Domestic 
Capital  Formation 

23.8 24 23.9 24 27.6 26.5 24.5 23 25.3 

Percentage Share Of Public 
Sector - Final Consumption 
Expenditure 

15.5 15.7 15.1 15.3 15.9 17.2 16.9 16.6 17 

 Source: Source: www.data.gov.in 

Table 1 depicts the contribution of public sector with respect to Gross Domestic 

Product (GDP), Gross Domestic Saving, Gross Domestic Capital Formation, 

Final Consumption Expenditure from 2004-05 to 2012-13. Public sector 

contributes nearly 20 per cent of GDP in the country. With respect to gross 

domestic saving public sector shows a fluctuating trend over the years. Public 

sector’s share with respect to Gross Domestic Capital Formation is more than 

22 per cent in all the years. 

Table 2: Employment in organised sector – public and private  

from 2006 to 2012 (in per cent) 

 2006 2007 2008 2009 2010 2011 2012 

Public 

sector 

178.7 176.9 172.8 174.8 175.1 172.7 173.3 

Private 

sector 

87.7 92.4 98.4 102.9 107.9 114.2 119.4 

Source: Source: Economic survey 2018-19 

http://www.data.gov.in/
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Table 2 illustrates the employment in public and private sector in India from 

2006 to 2012 considering several sectors such as agriculture, hunting, mining 

and quarrying, manufacturing, electricity, gas and water, construction, 

wholesale and retail, transport, storage, communication, finance, insurance, real 

estates, community, social and personal services etc. Table 1 confirms that in 

each and every year organised sector’s employment in public sector is much 

higher than the private sector in India. Table 3 further shows the percentage 

share of public and private sector in total employment in organised sector in 

India from 2001-02 to 2010-2011. From this table also it is clear that public 

sector plays a vital role with respect to employment generation in the economy.  

Table 3: Percentage share of public and private sector in total employment 

in India from 2001-02 to 2010-2011. 

Category 
2001-
02 

2002-
03 

2003-
04 

2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10 

2010-
11 

Public sector  68.85 68.81 68.84 68.07 67.40 65.98 64.14 63.19 62.21 60.52 

Private 
sector 30.99 31.19 31.20 31.93 32.64 33.98 35.72 36.85 37.79 39.48 

Source: www.data.gov.in 

Table 4 shows the Research and development of public and joint sector 

undertakings in India in 2011-12. 

Table 4: Research and development expenditure of public and joint sector 

undertakings in India in 2011-12 

Ministry/Department/State Public/Joint Sector Undertaking 

R&D Expenditure 

(Rs. Lakhs) 

Atomic Energy 

 

Electronics Corporation of India Ltd. 3109 

Indian Rare Earth Ltd. 204.35 

Uranium Corporation of India Ltd. 109.52 

Agriculture and Cooperation 

Indian Farmers Fertiliser Coop. Ltd. 

(Consolidated) 47.73 

Biotechnology 

Bharat Immunologicals & Biologicals 

Corporation Ltd. 25 

Chemicals and Petrochemicals 

Hindustan Insecticides Ltd. 10 

Hindustan Organic Chemicals Ltd. 113.6 

Coal 

Central Mine Planning & Design 

Institute Ltd. 3743.37 

Neyveli Lignite Corportion Ltd. 866.74 

http://www.data.gov.in/
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Ministry/Department/State Public/Joint Sector Undertaking 

R&D Expenditure 

(Rs. Lakhs) 

The Singareni Collieries Company 

Ltd. 514.92 

Communication & Information 

Technology CMC Ltd. 744 

Defence Production and 

Supplies 

BEML Ltd. (Formerly Bharat Earth 

Movers Ltd.) 9720.18 

Bharat Dynamics Ltd. 635.39 

Bharat Electronics Ltd. 31665.85 

Goa Shipyard Ltd. 326.95 

Hindustan Aeronautics Ltd. 

(Consolidated) 55445.03 

Mishra Dhatu Nigam Ltd. 234.02 

Fertilizers 

The Fertilisers & Chemicals 

Travancore Ltd. 48.39 

Rashtriya Chemicals & Fertilizers Ltd. 212.94 

Heavy Industry 

Bharat Heavy Plate & Vessels Ltd. 104.13 

Bharat Heavy Electricals Ltd. 82927 

Bharat Pumps & Compressore ltd. 12.67 

Burn Standard Company Ltd. 17 

Cement Corporation of India Ltd. 3.12 

Heavy Engineering Corporation Ltd. 101 

Hindustan Cables Ltd. 60 

Hindustan Newsprint Ltd. 43.4 

Hindustan Paper Corporation Ltd. 879.87 

Hindustan Photofilm Ltd. 78 

Hindustan Salts Ltd. 2.08 

HMT Ltd. (Consolidated) 256.78 

Heavy Industry 

Instrumentation Ltd. 28.62 

Nepa Ltd. 72.98 

Rajasthan Electronics & Instruments 

Ltd. 134.56 

Sambhar Salts Ltd. 3.93 

Scooters india Ltd. 19.01 

Tyre Corporation of India Ltd. 15 

Micro Small Industries and 

Medium enterprises 

The National Small Industries 

Corporation Ltd. 9 

Mines 

Hindustan Copper Ltd. 825 

Hindustan Zinc Ltd. 675 

Mineral Exploration Corporation Ltd. 0.1 

National Aluminium Company Ltd. 266.79 

Petroleum and Natural Gas 

Balmer Lawrie & Company Ltd. 376.57 

Bharat Petroleum Corporation Ltd. 3697.99 

Engineers India Ltd. 1071 
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Ministry/Department/State Public/Joint Sector Undertaking 

R&D Expenditure 

(Rs. Lakhs) 

GAIL india Ltd. 16.17 

Hindustan Petroleum Corporation Ltd. 

(Consolidated) 1857.14 

Indian Oil Corporation Ltd 25001 

Chennai Petroleum Corporation Ltd. 756.01 

Oil & Natural Gas Corporation Ltd. 25860.3 

Oil India Ltd. 2249 

Pharmaceuticals 

Bengal Chemicals & Pharmaceuticals 

Ltd. 10 

Hindustan Antibiotics Ltd. 126.48 

Karnataka Antibiotics & 

Pharmaceuticas Ltd. 45.66 

Power 

Power Grid Corporation of India Ltd. 429 

National Hydroelectric Power 

Corporation Ltd. 58 

National Thermal Power Corporation 

Ltd. 2200 

Scientific & Industrial Research Central Electronics Ltd. 1249.78 

Shipping Cochin Shipyard Ltd. 200 

Social Justice & Empowerment 

Artificial Limbs Manufacturing 

Corporation of India 55.64 

Steel 

Steel Authority of India Ltd. (Alloy 

Steel Plant) 69 

Bharat Refractories Ltd. 43 

Ferro Scrap Nigam Ltd. 4.44 

KIOCL Ltd. 21.25 

MOIL Ltd. 287.71 

MECON Ltd. 225.78 

NMDC Ltd. 1507.45 

Rashtriya Ispat Nigam Ltd. 1266 

Steel Authority of India Ltd. 10726 

Telecommunications ITI Ltd. (Consolidated) 2555.51 

Textiles 

National Textile Corporation Ltd. 

(Consolidated) 60.39 

The Lagan Jute Machinery Co. Ltd. 20.17 
Source: www.data.gov.in 

 

 

   

http://www.data.gov.in/

