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PRIVATE AND PUBLIC SECTORS—IS THERE A DIFFERENCE?   By SL Rao

State owned enterprises in the service industries, like ITDC Hotels, Air India and Indian Airlines, are notorious for poor financial performance, and customer satisfaction. ITDC has excellent locations and properties, and competitive tariffs, but travelers prefer other hotels. The Asoka Hotel in Delhi is a magnificent building, in a beautiful location, with musty odours, frayed and stained carpets, and cockroaches and rats. The Centaur Hotels of Air India are little better. Telephone lines of Air India in India or abroad, are always busy. Indian Airlines serves greasy and indigestible food, and service is by rote, not to anticipate customer needs. Toilets in both airlines are smelly and poorly lit, with no soap or useable towels. Modern Bread had a network of factories, priority supplies of raw materials, and excellent but poorly maintained and replaced equipment. There was no product development or marketing. A year after it was given to Lever’s for a song, it has improved. SAIL was a complex of steel plants with varying technologies. It did not keep pace with market needs, nor focus on cost reduction. It is a white elephant, which has little hope under government ownership, of sustained improvement. HMT was a pioneer in India’s modernization. It diversified into consumer products. Its wristwatches declined with competition, and bulbs failed from inception because of competition. These are only a few examples of government ownership. It does not give long enough tenure to its top managers. It places weight on seniority and age, and discourages risk-taking. 

Companies are focused on what they started with, and few changes take place in products. Satisfaction of customers is not at the core of the business. Satisfaction of political and bureaucratic masters is.

There are exceptions, but they depend on the leader of the time. BHEL and SAIL under  V Krishnamurthy, Air India under JRD Tata, Indian Airlines under Air Chief Lal, HMT under SM Patil, are only some of them. But their dynamism and vision do not last their departure. 

It is not that the private sector, particularly the family owned part of it, is invariably better. A litany of names shares the culture of public enterprises. They emphasize loyalty over competence, age and length of service over merit, and ‘ji huzoor’ to dissent. There is no vision, no drive to give superior satisfactions to the customer, no attempt to keep bringing down costs and improving quality, no focus on doing everything in the best possible way—from answering telephones to after sales service. 

Even the apparently successful among them, have clouded and frequently changing vision, and lack a holistic approach to issues. Godrej has excellent products but poor marketing, distribution and after sales service. There are many people, but they do not do enough. Usha dealers are difficult about exchanging faulty products. Producers of electric fittings make non-standard products that vary from unit to unit. With food products, ensuring that the most recent production alone is going to customers is not a common practice. Ambassador cars may be the extreme example, but there are many others that are not far behind. Many multi-division companies are structured so that no individual product office can inform the customer about how to contact the others.

 Many Indian companies have still not realized that the customer does not buy the mere product. He is also buying the other things that make up the product image—easy access, quick and efficient service, good after sales capability, etc. In the absence of these, there is no difference between government owned and privately owned companies. The latter might produce better profits for a while because of keeping a rein on staffing and salaries, but if they do not keep improving quality and efficiencies, they will find it difficult to survive.

The evidence is that most companies in the private sector do not attack their problems in a holistic way. During the 1990’s, even the better run companies have focused on financial restructuring, improving technology, and sometimes on exiting from unrelated businesses or those that they do not consider as their core. But they have done little to build their names so that they are brands, evoking for their customers a host of benefits apart from the performance of the product. They have not built capability to develop products and processes, and are unable on their own to upgrade products or keep reducing costs. Cost reduction has usually meant a VRS, not better productivity.

Private and public sectors are part of the same culture. Both must change it. (770)
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