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DISINVESTMENT-CASE STUDY 

• Realised efficiency gains from privatisation 

• HPCL 

– Strategic disinvestment of Government’s      
shareholding of 53.29 per cent in HPCL led to an 
increase of around Rs. 33,000 crore in national 
wealth. 



BEFORE AND AFTER  
PERFORMANCE ANALYSIS 

• Survey presents an analysis of the before-after 
performance of 11 CPSEs which underwent 
strategic disinvestment from 1999-2000 to 2003-
04 

• Financial indicators such as net worth, net profit, 
return on assets (ROA), return on equity (ROE) etc 
of the privatized CPSEs, on an average, have 
improved significantly. 
 

• Privatized CPSEs have been able to generate 
more wealth from the same resources. 



UK MODEL OF PRIVATISATION 

• The British privatization programme started in 1980 
under the stewardship of then Prime Minister of 
United Kingdom (UK), Margaret Thatcher.  

• In the initial phase (1979-81), the focus was on 
privatizing already profitable entities to raise revenues 
and thus reduce public-sector borrowing like in British 
Aerospace and Cable & Wireless. 

•  In the next phase (1982-86), focus shifted to 
privatizing core utilities and the government sold off 
Jaguar, British Telecom, the remainder of Cable & 
Wireless and British Aerospace, Britoil and British Gas.  

 



UK MODEL OF PRIVATISATION 

• In the most aggressive phase (1987-91), British 
Steel, British Petroleum, Rolls Royce, British 
Airways, water and electricity were sold. 

•  In most cases, British privatizations went hand-
in-hand with reforms of regulatory structures.  

• The government understood that privatization 
should be combined with open competition when 
possible 



EVOLUTION 

• The liberalization reforms undertaken in 1991 ushered in an 
increased demand for privatization/ disinvestment of PSUs. 

•  In the initial phase, this was done through the sale of minority 
stake in bundles through auction.  

• This was followed by separate sale for each company in the 
following years, a method popularly adopted till 1999-2000. 

•  India adopted strategic sale as a policy measure in 1999-2000 
with sale of substantial portion of Government shareholding in 
identified Central PSEs (CPSEs) up to 50 per cent or more, along 
with transfer of management control. 



MODES OF DISINVESTMENTS 

• Disinvestment through minority stake sale in listed CPSEs to 
achieve minimum public shareholding norms of 25 per 
cent.  

• While pursuing disinvestment of CPSEs, the Government 
will retain majority shareholding,  

• i.at least 51 per cent and management control of the Public 
Sector Undertakings;  

• ii. Listing of CPSEs to facilitate people’s ownership and 
improve the efficiency of companies through accountability 
to its stake holders - As many as 57 PSUs are now listed 
with total market capitalisation of over ` 13 lakh crore. 

•  iii. Strategic Disinvestment;  
• iv. Buy-back of shares by large PSUs having huge surplus;  

 



• v. Merger and acquisitions among PSUs in the same 
sector;  

• Vi. Launch of exchange traded funds (ETFs) - an equity 
instrument that     tracks a particular index.The CPSE 
ETF is made up of equity investments in India’s major 
public sector companies like ONGC, REC, Coal India, 
Container Corp, Oil India, Power Finance, GAIL, BEL, 
EIL, Indian Oil and NTPC;  

• vii. Monetization of select assets of CPSEs to improve 
their balance sheet/reduce their debts and to meet 
part of their capital expenditure requirements 



• NITI Aayog has been mandated to identify 
PSUs for strategic disinvestment 



BENEFITS 

Bring in higher profitability. 

 Promote efficiency. 

 Increase competitiveness. 

 Promote professionalism 




