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Case Objectives and Use

The case demonstrates how an innovative idea of promoting a fertilizer company by a State Government with public participation could play an important developmental role in the economy and traces the company’s growth through expansion and diversification; identifies factors resulting in poor performance after an impressive track record for more than three decades; and describes various reasons for a turnaround within just one year. There existed conflicting political philosophy of the Centre and the State Governments about privatizing Public Sector Undertakings (PSUs). In this context, an Expert Committee appointed by the State Government for restructuring PSUs considered options about the future of the Company and the role of promoters (State Government) in managing its affairs. Strategic issues involved here are: current relevance of the Company’s developmental role, sustainability of turnaround and whether and when the State Government should disinvest. The case may be useful for business school post graduate courses and management development programmes in business strategy, economic environment and policy, public finance and public enterprise management.

Case Synopsis

GSFC was promoted in 1962 by the Government of Gujarat (GoG) as a joint sector fertilizer company with 49% equity from GoG and 51% from public to promote agricultural growth by providing chemical fertilizers and other inputs along with extension services to the farmers. Within a few years after commencement of production of nitrogenous and phosphatic fertilizers in 1967, it diversified into industrial products for economic and strategic reasons. In 1976, GSFC helped GoG to establish another fertilizer company on similar pattern. It also held substantial equity in other PSUs promoted by GoG. Over the years, there were substantial changes in economic and policy environment with reforms and liberalization in India.

GSFC, however, continued to meet the expectations of the promoters and established its strong brand image among the farmers though its share in domestic production of fertilizers sharply decreased. During 2000-01 to 2002-03, it incurred losses for the first time due to a number of factors. It bounced back in just one year in 2003-04 and further improved its financial performance in 2004-05.

The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation. The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 27-29, 2005, North Falmouth, MA.  All rights are reserved to the authors and NACRA.  © 2005 by Ravindra H. Dholakia  and Shailesh Gandhi. Contact person:  Shailesh Gandhi, Indian Institute of Management, Vastrapur, Ahmedabad-380015, India, shailesh@iimahd.ernet.in 
