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'• Ht» WEED FOR smTE CMrMEf? |Wffimffir 

Ai • hlatorical and a world-wid« phanomanon, public 

antarprlaaa ara hara to atay. Thooratlcally •• wall aa 

practically, thty art ona of tha moat affactiva instruments 

for tha acciai own ara hip of tha vital maani of production 

in â aoclety. In developing countrlaa, whara thara la • 

mtrktd abaanca of a via bla indu a trial Infra - structure, 

ptrslatent racional dia pant ia a, lopaldad concantratioo of 

lnduatriaa In a few urban centrea, and vait under-developed 

araaa with concomitant aocio-aconomlc backwerdneaa, 

Uutracy and povarty, tha heed for socially ov.nad, platinad, 

«•negad and oparatad lnduatriaa haa bacoma indi.panaabla. 

Tha acaro« a va Ha bla ratourcas can ba hamaiaad and 

distributed moat affactivaly through tha lnitrumant of public 

ownerehip, particularly, tha davalopmant of vital induatrlal 

infra - structura without whlch,atl«aat with tha present a ta ta 

of knowledge and experience , socio - economic davalopmant 

la next to lmpoaaibia. 

* 
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«•v. to, ,„ra. l80lated Mtes# atate owned ent>rpri(M 

«».«tu«, a talw and rapldly expandtag aectM o{ ^^ 

«n . ,n.,orlty of count«., of ,he world today. „„.^^ ^ 

th. »,k« .co„ora,„ of Westem £uropa ,i„„rv.nllon and 

p.mcip.tlon Q.Mnlly ,t.„ed wth pubuc utuiiiM ito ^ ^ 

oiflc ral,*.,.. ,„,„„ traniportatlonflnd monopoiiM ^ ^ 

«ob.cc «ndu.tri..,tc. With ,„. „.„„ of tlmti (jubhc 

mention .*t.„d.d to ^^ „„^ wuh tMoitdtton 

- -«urai ra.ourc... .^ ,.ctori ^ ^ .MwaviattoB 

«d ,.„. .„,. manufacturjn9 1Jke automobiiM >(c  fa ^ 

'- ro!. of .t.t. .nt„pM... „ th, Muttrtai Mcter WM ju<[^ 

primarily on praamatlc and .mplrlcal 

Moologlcal conaldaratlon«. 

ca«M, 

«round» rattwr than on 

Aft« World War II  • i—~- war II, . iat,. numb,r ^ ^^ ^^ ^^ 

te<h,,,r,al ta ^ « »«-nfred flnanc,., ola  
»mion. o, „oo, and mu.rau cltiMns   ta iuch a ^ _ 

.conoce nu,,.„. w,„tlc „„.^^ ^ ^ ^^ 

rol« in the rapid growth of public wctor .*».    . 
puoiic sector enterprlita. In addition, 

*" to the giñmg .oclcconomic dispari»,, among ^ 
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ideological considerations also lu.d a lot to do with the 

Government policy in this field. Orthodox Socialist 

principles of ytate control of the moons of production, of 

natural resources, of breaking private monopolies wure 

urged as justification for increased state participation in 

the process of economic development. 

The importance of public enterprise« as an effective 

instrument of economic growth hau Leon recognised all 

around. Their importance as an instrument of state policy for 

promotinu and achieving social and political objectives of a 

society is to a large extent established, ótate enterprises have 

made seminal contributions to the development of basic and 

strategic industries. They have, thus, act in motion, a 

process ot economic yrowth which would not have been possible 

If economic development had btvr, left only in private hands. 

State enterprises have also been promoted in order to achieve 

important objectives like the development of backward arcua, 

controi on price..;, breaking of private monopolies and ever, 

containing inflation. 
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In many developing countries, the private sector was 

«imply incapable of finding the required Investment or 

managerial and entrepreneurial inputs which are necessary 

to organise and manage large enterprises, «îuch as,steel 

and heavy engineering Industries that occupy a prominent 

place among the state enterprises in almost any developing 

country. These Industries have traditionally been beyond the 

means of the private sector in the developing world. The 

importance of these Industries in the overall process of 

economic development and the strategy for achieving industrial 

autarky in developing economies cannot be over- emphasised. 

These industries act as a catalyst in material and social 

aspects of development. They contribute more than any other 

industry to the Improvement of technical, managerial, and 

professional skills and upgrade industrial technology and 

science by stimulating practically all other sectors of economy. 

In fact, no country which wishes to attain rapid economic 

progress and high standard of living can afford to neglect 

these industries which are rightly regarded as the bell-weather 

of economic development. The attention paid to these industries 
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II. 

»n ..m of .he developlng countrles and [he roauli 

which have !*„„ ach.eved ilre lniJy remilrka|)|e    The 

exuberance o/ .„e procos o( industrMiuttoa ún¡¡ ^ 

re.ul.an. economic growth ,„ „„ „,„„ ^^ ^ ^ 

tow .eusure, due .o .he deve.opme„. „f ,hes(3 lndustrlfi 

n<EPAlc;pTANIEXPi;|i|r|u,'.i. 

•» P.M.«n .he his.ory of ,tel. par,,^^ ,„ lndusiry 

«oes back to .ho early years .ft., .„dependence.   Th. fl„. 

«-cto.1 step „, thl. dlrmlon was laken whm the ^^ 

Indus.rla, Develop•. Corp.rat.on (P,DC) was se. up ,„ 

»«0 .. a s.a.u.ory Publl(; Cotporatlon    ww; wis Mtabitaw 

e».en.la,,y l0 suppUment [he „^ Qf ^ ^ ^ ^ 

»nc.n.rau,,,, on .nfra-s.ruc.ure and „„„^ ^^ ^ 

«»H a, by maklng lnveatn,enl ln sot(ors whm privato ^^ 

— no. forthcom.n,, ...her on „ccoun. o, .he ra„u,reme,u oí 

hu,e ,„vc.s.„,K„., ,ong licstatlo„, or sophlst,alted tochno|ogy 

The Corpora.lon se. up .„dus.rlal „„,„ ln „ wr(My of 

'ndU,,r'PS "" "'«"" ••-•»• «.—.,,>.,„,,. ,;,10„,„..u„( 

pharmaceuticals   (Wto <*.,».      . uucoifc. fertilizers, heavy cnginc-riny, steel, 

•te.    PIDC aimed at   • bUuing the   trull' for 
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the private sector by sotting up projects in difficult 

or unpopular fields and then dlsinvesting them to the 

private entrepreneurs. The Corporation wo s also used as 

an instrument for achieving other socio-economic objectives 

of the Government, e.g. balanced regional development 

through setting up of industrial units in remote and backward 

areas that would not attract private investment on economic 

grounds. 

1971 marked a new era In the metamorphosis and growth oí 

public enterprises in Pakistan. The new Government which 

came to power in the wake of disintegration of the country 

professed a progressive philosophy and proclaimed its 

determination to form a new society by bringing alxiut basic 

reforms in ail walks of life. The beginning was made with the 

industrial sector, where soon after taking over power the 

Government promulgated on 1st January, 1972 Its first major 

piece of legislation namely, " Economy Reform Order, 1972", 

Under this legislation 10 basic industries were resorved for 

development by the public sector. The existing units in these 

industries were taken over from the private owners for 

management by the state. Thirty two industrial units, as 
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J , diverse as cement, fertilizer, special steels, engineering, 

rolling mills and foundries, refinery, automobile assembly 

plants, and chemical plants were taken over from the private 

lector. 

All of the units were not, however, operational. Some of 

them were in the initial stages of construction* These units 

were put under the control and management of a Board of 

Industrial Management (BIM) neaded by a Federal Minister. 

The Board of Industrial Management existed side by side with 

the Pakistan Industrial Development Corporation, which 

continued to be responsible for the industrial units initially 

•ct up as stato enterprise* under its own ausoices. 

Meanwhile search started for an organisational model which could 

be adopted for the public sector in Pakistan. The Italian system of 

managing state enterprises was found to be most suitable and a 

set-up, modelled after Dil, was adopted towards the end of 1973. 

The BIM was organized on the lines of privato industrial and 

commorcial houses and was allowed to operato free from Government 

interference or controls even in areas like salary grades or 
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purchasing and contracting procedures. The Board and its 

units were allowed to operate as private sector organization« 

where ends Justified the means. The Board consisted of 3 

members each for cement, chemicals, steel, and heavy 

engineering. The Chairman of the Board was the Federal 

Minister which enabled the Board to function almost without 

any control from other agencies of the Government, including 

the administrative Ministry. 

The decision to adopt the IRI ( the Italian model ) for the 

organizational structure of the public sector enterprises led 

to (i) regrouping of the managed or taken over units and PIDc 

companies /projects; and (ii) emergence of sectoral corporations 

as holding companies. The units wore yrouped together sector- 

wise, that is lo say " the taken over coment factories" and 

Mthe PIDC cement factories" were put under the State Cement 

Corporation. The taken over and PIDC companies in the heavy 

engineering field wore grouped under the State Heavy Engineering 

and Machine Tool Corporation and :;o on. PIDC was retained 

as state Corporation for thu. ' residual' sector but hud to give 

up most of its companies in favour of othor sectoral corporations. 

J 



-: U :• 

All sectoral corporations including the PIDC were placed 

under tne l?o,r« ,„ Industrial Management.   This reorganization 

was completed Wound March, lU7At when the following 

sectoral corporations under the BÍM came into existence:- 

1) 

2) 

4) 

5) 

6) 

7) 

8) 

01 

Federal Chemical ä Ceramics Corporation 

Federal Light lingineering Corporation 

National Fertilizer Corporation of Pakistan 

Pakistan Automobile Corporation 

Stote Cement Corporation of Pakistan 

State Heavy Enjmeerinq & Machine Tool Corporation 

¡tote Petroleum HeimUui & Petrochemical Corporation 

Pakistan Industrial Development Corporation 

Pakistan S fool Mj"«; v,n>otation 

A service corporation namely. ,nc National Design and 

Industrial Services Corporation was ul.o „ut up to provide 

consultancy services to these corporations. 

Meanwhile, a .eparate Ministry of Produci ¡on with the mandale 

to manage the public sector enterprise» had come into 

existence. This Ministry was headed by the senior - most 
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Minister in the Federal Government, indicating the 

importance that was attached to the state industrial sector 

by the then Government. Unlike PIDC, the sectoral corporations 

were registered under the Companies Act, the normal law 

governing the industrial and commercial enterprises in the country. 

The taken over and the PIDC companies were transferred to these 

Corporations by a special piece of legislation. The new 

organizational structure of state enterprises in Pakistan had at 

the base the individual companies with their own chief executive 

(Managing Director). These companies were grouped sector-wise 

and were placed under the care of the sectoral corporation whose 

chief executive was designated as Chairman. The sectoral 

corporation was entrusted with the responsibility of planning and 

implementing new projects in the sec tor in addition to managing 

the existing units placed under its cnre. The sectoral corporations 

•xercised control over the units as holding companies and the 

Government's Investment in the basic companies was channelised 

through them. 

At the apex was the B1M. It was made responsible for overseeing 

the proper operation of the Corporations,and through them the 

units. The Minister for Production continuod to be the Chairman 

\ 

* J 
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of the BIM whose memben Up was effectively expanded 

to include all Chairmen   of Corporations.   The erstwhile 

members of the DIM except the Member (Finance) became 

the Chairmen of the relevant Cor por.it ion a.   The Member 

(Finance) continued to perform the coordinating role in 

financial and corporate affairs.   He was also responsible for 

putting out consolidated quarterly and annual accounts and 

to act as a liaison between the Corporations and the financing 

Institutions.    The Ministry of Production was supposed to 

oversee the operation of the BIM and the public sector as a 

whole.   In the initial stages, the functional demarcation between 

the role of BIM and the Ministry of Production was fu?.zy.   Due 

to this, a certain amount of overlapping was inevitable on 

a. count of the fact that Ü    Minister for Proc  ction was also the 

Chairman of the DIM.   Absence of dear cut delineation of roles 

resulted in <i kind of parallel authority.   With the passage of time, 

however, the Ministry of Production became the ultimate 

administrative authority for the BIM, the Corporations, and the 

state enterprise units.   The BIM, as ,< tier in the chain of command, 

In fact became redundant with the emeitience of sectoral 

corporations.   It failed to play an effective rolo and became 
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merely an extension oí the Ministry of Production. The 

public sector functioned under the above organisational 

pattern right upto July, 1977 when another change of 

Government took place in the country. 

Let US stop at this point and think about the impact of public 

sector in the process of industrialisation of the country both 

in pre-1972 and post-1972 periods. As stated above, pre- 

1972 period was characterised by public sector performing a 

complimentary role. The philosophy at that time was that the 

main vehicle of industrial development should be the private 

sector and the state had to  mervenc only in areas where private 

sector was unable or unwilling to come forward. In the long 

years when this strategy was the moin plank of the economic 

policy of the Government, the total investment in the private 

and public sectors right from 1947 upto 1972 amounted to 

Rs.13.090.3 M.and  Rs.l ,343. 2 M .respectively. In absoluto 

terms this appears to be small. Viewed in the context of the 

size of the economy at the relevant time and the availability 

of investment funds in the economy as a wholt.it appears to be 

sizeable. 

I 
. 
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The Private Sector witn all the aicju.u^.nenl , Incentives 

and support mode available to It by the Government, succeeded 

in establishing relatively a imple industries characterised by 

quick returns and high profit margins. Only in very few cases 

did the private sector venture into relatively sophisticated 

fields like cement, refinery and fertilizer, the last in 

collaboration with a foreign multi-national. In the public 

•ector also, the I'IDC started with relatively simple industries 

including textiles, paper, pharmaceuticals, and chemicals. 

It was only in late sixties when it took up the sophisticated 

ventures in the heavy engineering and steel. The PIDC projects 

in these sectors were, however, In their initial/trial operational 

stages and were far from boing out of their Loathing troubles 

when the new government CJine to oo..er Lowards the end of 

1971. The major conLributier, of riJJ, however, was development 

of expertise and skillsin the field of planning and implementation 

of projects and to prepare a hard core of engineers and 

managers as well as highly skilled woikers, who would, In time» 

provide the basis for further development. 

The overall picture at the end oi 1971 did not inspire 

confidence . Both tho private and public ¿iectors had made their 
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contributions but not adequate enough to start the 

process of rapid industrialisation.   Their particular failure 

was primarily the lack of emphasis on strategic or Infra- 

structure industries, and in this particular aspect, the 

Industrial landscape looked both scanty as well as 

gloomy. 

The Industrial reform of 1972 started with a lot of fanfare 

but, in the event, foil far short of its promis«.   Private 

sector was driven away, not only from the industries reserved 

for public sector under the Economic Reforms Order, 1972 but 

from all other industries as well.   The burden oí industrialisation 

was mainly carried by the l'ubile Sector.    In the; five year 

period 1972-77, private investment in industry amounted to 

Rs.7,044.4 M.   The figures of public sector investment in 

the same per lori did look impressive «it Us.9,309.7 M. However, 

most of the  projects which claimed this investment suffered 

delays and substantial cost overruns.   With the notable 

exception of heavy engineering sector, where two major protects, 

one in Special Steels and the other in Heavy Ionie and I'ounclry, 

most of the other now projects were in various SLKJCB of 
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construction in mid- 1977.   i4any operating units also 

did not come upto expectations und severul of them went 

into red, facing serious financial problems. 

The run sons for this rather dismal performance of the 

Public Sector are not far to .seek.   The nationalisation of 

private sector unitr, in 1972 war. not well thought out. 

Several units were unworthy of takeover by the State by 

virtue of their small operation.    Many of them were not 

organised on sound business lines, and some of them 

were already in the red.   employment oppurt unties and 

othor patronage available in the fot m Of agencies and permits 

relating to the products of these enterprises wore fully used 

for political purposes, Ums rjerkvj.ly iiripii; ini the functioning 

of these enteiprises on sound business lino:;.   Most of these 

enterprises were accordingly in a stale of dismay when 

the Government fell in 1977. 

SOMr. Ri;( :OM MI;NDATIt>rJ:••; 

Following the inevitable ro-apptah;al of the situation by 

i _ i 
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the now Government, the industrial policy has Ljen modified 

to encourage private sector to play its clue role in the process of 

industrialisation. The Government has alrjo given a categorical 

assurance that in future no industrial unit will be nationölised 

without proper compensation and that it intends to concentrate on the 

existing public sector units to make them viable by improving their 

operation, rather than setting up more units in the Public Sector. 

The Government has also decided to abolish the BIM and to reduce 

the number of sectoral corporations. These decisions will be 

Implemented in the new financial year and the organizational 

structure of the public sector will then consist of the operating 

units grouped under appropriate sectoral Corporations, which would 

report directly to the Ministry of Production. In this arrangement, 

the bectoral corporations wiL play a pivotal roi.- and the success 

of the experiment will depend directly upon their performance. The 

Corporations will have fulfledged  Board of Directors. Private 

industrialists, technocrats and Government officials will be 

nominated on the Boards of the Corporations. At the unit level also, 

Board of Directors will include Directors elected by privato 

share-holders. Maximum operational freedom and minimum 

i< 

\ 

*l 
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be Interference by the Govern ment is intended to 

provided to these Corporations and the units subject, 

of course, to the requirements of accountability. 

The Corporations and the units will continuo to function 

under the umbrella of the Ministry of Production whose 

sole mandate IH the proper management of these pubic 

sector enterprises.   The Ministry of Production provides 

policy guidelines, carefully avoiding Interference in the 

operational matter..   The public sector oulerpilses, however. 

are also subject to the discipline and consiliums imposed 

by other Government Ministries, particularly the Ministries 

of Industrie«, Planning and Finance.   In this respect the 

public sector enterprises art» on the s.imn fooUng as private 

sector industries. 

Notwithstanding .he less - than - satisfactory performance 

of the public sector in the period upto mid - 1977, n ls 

destined to play r, pivotal role in the process of industrialisation 

of the country.    The private sector has limitations of investment 

funds and entrepreneurial and managerial capabilities to handle lorge 

\ 
es 
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projects. Several high technology and high 

investment areas will continue Lo be beyond the means of 

the private sector for the foreseeable future. The public 

sector will continue to shoulder the responsibility of 

"blazing the trail" and showing the way lor the development 

of basic, strategic and heavy industries. It is important, 

therefore, that public sector reçoives due attention and 

support from the Government and the people. Without a 

dynamic and active public sector, the process of 

industrialisation and consequent economic development 

will lag behind. 

Tn this context, let us ic-k at some of the ' ^portant 

prerequisites for a proper climate for the growth of public 

enterprise?;, first and foremost, is the sustained 

commitment to the concept of stato participation in the 

process of industrialisation. Inspitc oí the below - 

expectation performance of the public sector enterprises,the 

country remains strongly committed to the concept of 
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, state enterprises as an instrument to accelerate the 

process of economic development. The second prerequisite 

Is a sound institutional framework for the setting up, 

operation and management of state enterprises. A new 

pattern is developing in the country öfter experimenting 

with several 'models'. Third, the manpower base, both 

at the blue collar and managerial levels has to be stiengthened 

and properly organised. The public enterprise must provide 

a career to its employees and open up oven top-most 

appointments to the people from within the enterprises. The 

grooming and development of industrial managers of all 

levels, fully committed to their respectivo areas of 

specialisation   must be undertaken with maximum mobility 

within the State Enterprise system. In the Inst analysis, 

it is the quality of men in an Organization that determines 

the quality of the organization  and its effectiveness and 

no effort is too great to develop the human resource to roa Use 

its highest potential in the interest of thr> organization and 

vice versa. A progressive, dynamic and forward looking 

1 
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management team is the surest guarantee for the success 

of an enterprise. Fourth, insulation of state enterprises 

from interference - as distinct from accountability - from 

outside superior Government agencies. The performance of 

the organization should be Judged on a periodic basi, with 

reference to its corporate objectives such as turnover, costs, 

profits, success in research and development activities, 

expansion, technology transfer, new products and new market., 

export performance, etc. The total climate should be that of 

trust and confidence leading to optimum utilization of the human 

and material resources of the enterprise to its full potential. 

Lastly the state enterprises must receive adequate support from 

various Government agencies in the initial staoes of their 

development. Internally they should compete on equal level 

with private industrial units in the «amc sector, but they must 

be protected [rom unfair compétition Horn imports. This is a 

sensitive and controversial area and much can be said on both 

8ides,both on economic and ideological grounds. However, it 

ig important that the state enterprises must bo given duo 

support by the society in order to enable thorn to achieve their 

full potential. 

\ 

\ 

¡^—^ 
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(D) CONCLU IJINGNOTL. 

The above are some thought« based primarily on the 

experience with state enterprises in Pakistan.   The 

state sector in this country i« r;till in ilu infancy and 

will take time to riso to its full stature.   B.u.cd upon the 

socio-economic realities of the country, there is no 

denying the fact that it is destined to play an increasingly 

important role in the process of industrialisation of Pakistan. 

It has the basic prerequisites for coming up to expectations 

o.g. plentiful work force, adequate managerial and 

organizational skills, and encouraging social bias in its 

favour.   It is hoped that the next five years will see this 

sector taking rapid strides ».» its march luwaruj its goal - 

viz accelerating the pace of economic development in 

Pakistan. 

k 
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