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The oldest and most traditional aﬁaﬁm &9 & IIAT H H‘JI‘FS'H
form of organising public sector

enterprises is:
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a) Statutory corporation

@ Departmental undertakl:ng>

c) Government companies
d) BothBand C




Departmental undertakings are famfi 3uFAT F 38F

WO BLETIe, S e e
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a) Holding company a) FYeA!
c) State government c) IS9 §{FR

d) Municipal corporation d) TR =IH



Departmental Undertakings:

« This is the oldest and most traditional form of organising public
enterprises. These enterprises are established as departments of the

ministry and are considered part or an extension of the ministry itself.
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Features The main characteristics: () -
(i) The funding of these enterprises come - T TE

directly from the Government Treasury and mgTaE & T3¢ T JNFH

are an annual appropriation from the | Haa

udgetof the Government. The revenue TIET HT AT J STAT 6T
earned by these is also paid into the _‘g

treasury;

(ii) They are subject to accounting and audit /(n) T HeT T
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Features The main characteristics:

(iii) The employees of the enterprise
are Government servants and their
recruitment and conditions of service
are the same as that of other
employees directly under the
Government. They are headed by
Indian Administrative Service (I1AS)
officers and civil servants who are
transferable from one ministry to
another;
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Merits:
*| (i) These undertakings facilitate the @m HHE H IUA AL

Parliament to exercise effective m raﬁ P
control over their operations;
*| (ii) These ensure a high degree of (ii) 1} 3'? FI'{ $I FaAAS
public accountability;” Sarace gaRaa g
" (l")_\ﬂbﬂmfpal security is iii) STeT d® T |L&T & TeA
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Limitations

* i) Departmental undertakings fail to

provide flexibility, which is essential
for the smooth operation of

business;

* (i) The employees or headsof
departments of such undertakings
are not allowed to take independent
decisions, without the approval of
the ministry concerned. This leads to

delays, in matters where prompt
decisions are required;
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Limitations AT
(iii) These enterprises are unable to (iii) ¥ 3CTH AEATAS FATEU T

take advantage of business AT 33T A AT ¥ steceme’ f
opportunities. The bureaucrat’s over: xfy.gad 3k wRa sl 378

cautious and conservative approval  afa o sqFE S0 B FAATY &
does not allow them to take risky — aofy >
ventures;  — T

(iv) There is red tapism in day-to-day g;) aa?:; HTAT A ATADIATR! & ﬂsﬂ

qperations and no action can be taken e

unless it goes through the proper Foros :g g :’T?na;; o
channels of authority; (v) FATET & AR J ’ s
(v) There is a lot of political Tofa® sedaT gt ;.g?r

interference through the istry;
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Statutory corporations: Juas A9

 They are public enterprises + A FHE F UF [
brought into existence by a . alrlr =
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type of commercial activity.




Statutory corporations: aufas Ao

. Itis a corporate person and has °* J§ U& HURC 1S ¢
the capacity of acting in its own  3iIX 39« aH & F1A
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(i) This type of organisation is wholly owned by the state. The government
has the ultimate financial responsibility and has the power to appropriate

its profits. At the same time, the state also has to bear the losses, if any;

(if) A statutory corporation is a body corporate and can sue and be sued,
enter into contract and acquire property in its own name,;
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(iv) A statutory corporation is not subject to the same accounting and audit
T ™

procedures applicable to government departments. It is also not concerned
vﬁ

with the central budget of the Government;
(vi) The emploxees of these enterprises are not government or civil servants

and are not governed by government rules and regulations.
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Merits

(i) They enjoy independence in their functioning and a high degree of

operational flexibility. They are free from undesirable government regulation

and control; \/\/\/
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Merits

(ii) Since the funds _of these organisations do not come from the central
budget, the government generally does not interfere in their financial m ;

including their income and receipts;
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« Since they are autonomous organisations they frame their own
ed to them By the

policies and procedures within the powers assign

Act. The Act may, however, provide few issues/ matters which require
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prior approval of a particular ministry;
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Limitations
(i) Government and political interference has always been there in major

decisions or where huge funds are involved;

(i) Where there_is dealing with public, rampant corruption exists;

(iii) The Government has a practice of appointm'-
Corporation Board. Thiww
entering into contracts and other deciSions.
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