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About RITES 

 Rail India Technical and Economic Service Limited, abbreviated as RITES Ltd, is 
under the ownership of Indian Railways, Ministry of Railways, Government of India.  

 It is an engineering consultancy corporation, specializing in the field of transport 
infrastructure.  

 Established in 1974 by the Indian Railways. 
 RITES has since diversified into planning and consulting services for other 

infrastructure, including airports, ports, highways and urban planning.  
 It was awarded the status of MINIRATNA in 2002. 
  It has executed projects in over 62 countries on every major continent.  
 The company got listed on both the major stock exchanges in India on July, 2018. 
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How much a public sector company can invest without government’s approval is 
determined by its status. Maharatna company can invest up to 5000 crore or 15% of its 
net worth in a project. Navratna company can invest up to 1000 crore. Miniratna 
companies can invest up to 500 crore or an amount equal to their net worth. 

 

Criteria to become Maharatna company 

The CPSEs fulfilling the following criteria are eligible to be considered for grant of 
Maharatna status. 

 The CPSE should already be a Navratna company. 
 The CPSE should have average annual turnover of more than Rs. 25,000 crores, 

during the last 3 years. 
 The CPSE's average annual net profit after tax should be more than Rs. 5,000 crores, 

during the last 3 years. 
 The CPSE should be listed on Indian Stock exchange with minimum prescribed 

public shareholding under SEBI regulations. 
 The CPSE should have average annual net worth of more than Rs. 15,000 crores, 

during the last 3 years. 
 The CPSE should have significant presence globally. 
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Privatisation of PSU 

 Finance Minister Nirmala Sitharaman in her Budget 2021-22 already announced 
that a revised mechanism for fast-tracking closure of loss-making PSUs would be 
worked out and an incentive package would be developed to incentivize states to 
sell stake in state PSUs.  

 Besides, strategic sale of Bharat Petroleum Corporation Ltd (BPCL), Shipping Corp, 
Container Corporation, Neelachal Ispat Nigam Ltd, Pawan Hans, Air India among 
others, would be completed in 2021-22. 

  The mega initial public offering of LIC is expected by the end of the current fiscal, 
and the government is looking to collect Rs 50,000 crore as dividend from state-run 
companies.  

 Privatisation of Air India, BPCL, Shipping Corp of India, Pawan Hans, BEML and 
Neelachal Ispat Nigam Ltd would be completed this year. 

 Discussion about Privatisation of PSU assumed more significance in 2021 when in 
the Budget speech Prime Minister Narendra Modi declared ‘government has no 
business being in business.’  

 The words didn’t quite translate into Privatisation. Indeed, for the 34 entities 
identified by the Niti Aayog, the phrase used was strategic disinvestment. The 
number of operating CPSEs has gone up from 236 in 2014 to 249 in 2019 — and 
since 2016 the only big tag disinvestment of a public sector unit has been that of 
HPCL to the government-owned ONGC. 

Strategic Disinvestment refers to the sale of a public sector holding/undertaking to a 
non-government entity and in most cases, to the private sector. It is done so by the 
government in order to relieve itself the burden of maintaining a non-performing public 
enterprise. 

Disinvestment 

•Disinvestment means sale or liquidation of assets by the government, usually Central and 
state public sector enterprises, projects, or other fixed assets. 
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•The government undertakes disinvestment to reduce the fiscal burden on the exchequer, 
or to raise money for meeting specific needs, such as to bridge the revenue shortfall from 
other regular sources. 

•Strategic disinvestment is the transfer of the ownership and control of a public sector 
entity to some other entity (mostly to a private sector entity). 

•Unlike the simple disinvestment, strategic sale implies a kind of privatization. 

•The disinvestment commission defines strategic sale as the sale of a substantial portion 
of the Government shareholding of a central public sector enterprises (CPSE) of up to 
50%, or such higher percentage as the competent authority may determine, along with 
transfer of management control. 

Recent Developments 

•In 2015, the Government started strategic disinvestment in order to open up sectors for 
private enterprise to bring efficiency in management for overall economic development 

•The Government had set a disinvestment target of 1.05 lakh crore rupees for the financial 
year 2019-20. 

•Recently cabinet has cleared the plan to sell 53.3% of its stake in BPCL, 63.8% of SCI and 
30.8% of CONCOR to strategic buyers. 74.2% of its stake with THDCIL and 100% of 
NEEPCO is to be sold to NTPC. 

Objectives of Disinvestment in India 

•To meet the budgetary needs 

•To reduce fiscal deficit 

•To improve public finances and overall economic efficiency 

•To diversify the ownership of PSU for enhancing efficiency of individual enterprise 

•To raise funds for technological upgradation, modernization and expansion of PSUs 

•To introduce, competition and market discipline 
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Importance of Disinvestment 

•It is helpful in financing the increasing fiscal deficit. 

•Financing large-scale infrastructure development. 

•Investing in the economy to encourage spending 

•Expansion and Diversification of the firm. 

•Repayment of Government Debts: Almost 40-45% of the Centre’s revenue receipts go 
towards repaying public debt/interest 

•Investing in social programs like health and education 

Challenges of Disinvestments 

•Sale of profit-making and dividend paying PSUs would result in the loss of regular income 
to the Government 

•Most of the PSUs have valuable assets in the plant and machinery, land and buildings, etc. 
which goes to private player 

•Strategic and National Security Concerns: Strategic Disinvestment of Oil PSUs is seen by 
some experts as a threat to National Security since Oil is a strategic natural resource and 
possible ownership in the foreign hand is not consistent with our strategic goals. 

•Disinvestment affects labour forces' social security. 

•The depressed state of the markets and the paucity of reasonable buyers would land in a 
bad deal. 

•Using funds from disinvestment to bridge the fiscal deficit is an unhealthy and a short-
term practice. It is said that it is the equivalent of selling 'family silver' to meet short term 
monetary requirements. 

•Complete Privatisation may result in public monopolies becoming private monopolies, 
which would then exploit their position to increase costs of various services and earn 
higher profits 
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ONGC acquires HPCL 

ONGC, India's biggest oil and gas producer, in 2018 completed the acquisition of HPCL for 
Rs 36,915 crore. After this takeover, it has two refining subsidiaries -- HPCL and MRPL. 
ONGC holds a 71.63 per cent stake in MRPL. It holds a 51.11 per cent stake in HPCL. HPCL 
currently holds a 16.96 per cent stake in MRPL. HPCL Chairman and Managing Director 
Mukesh Kumar Surana has been since January 2018 talking of the synergy MRPL 
acquisition will bring to the company. For one, HPCL sells more petroleum products than 
it produces, and bringing MRPL's 15 million tonnes a year refinery under the fold would 
help bridge the shortfall. Also, there can be synergies in crude oil procurement as well as 
in optimizing refinery set-up, he has been saying. MRPL is not a new company for HPCL. It 
was an HPCL company before ONGC in 2003 acquired joint venture partner A V Birla 
Group's stake. HPCL has 23.8 million tonnes of annual oil refining capacity. Together with 
15 million tonnes refinery of MRPL, it will become India's second-biggest state-owned oil 
refiner after Indian Oil Corp (IOC). Overall, it will become the third-biggest refiner behind 
IOC and Reliance Industries. MRPL will be the third refinery of HPCL, which already has 
units at Mumbai and Visakhapatnam. 

National Assets Monetization Pipeline 

Union Minister for Finance and Corporate Affairs, Smt Nirmala Sitharaman, launched the 
asset monetisation pipeline of Central ministries and public sector entities: 'National 
Monetisation Pipeline (NMP Volumes 1 & 2)'.  

NITI Aayog has developed the pipeline, in consultation with infrastructure line ministries, 
based on the mandate for 'Asset Monetisation' under Union Budget 2021-22.  

NMP estimates aggregate monetisation potential of Rs 6.0 lakh crores through core assets 
of the Central Government, over a four-year period, from FY 2022 to FY 2025. 

Asset monetisation, based on the philosophy of Creation through Monetisation, is aimed at 
tapping private sector investment for new infrastructure creation. This is necessary for 
creating employment opportunities, thereby enabling high economic growth and 
seamlessly integrating the rural and semi-urban areas for overall public welfare. 
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