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Meaning of Public Enterprises:  

Those organizations which are owned and it managed by the government are known as public 

Enterprises. 

They may be owned either by the State government or the central government it or may come 

into existence by the act of the Parliament or may be a part of the ministry. 

The Public enterprises may take the following forms:  

1. Departmental undertaking  

2. Statutory Corporation  

3. Government Company 

Departmental Undertaking:  

1. It is the oldest and most traditional form of public enterprise.  

2. It is a part of the Ministry.  

3. Government functions through the departmental undertaking.  

4. They are not autonomous organization and are an extension of the ministry hence is 

accountable to the ministry. 

5. These organizations get their fund directly from the Government treasury and the revenue 

earned by them is paid into the treasury.  

6. The employees of the enterprise are Government employees.  

7. They are subject to government audits. 

8. Examples of Departmental Undertakings: Indian Railways Post and telegraph, All India Radio, 

Doordarshan. 

Merits of Departmental Undertaking:  

1. Effective control: The departmental undertaking is a part of the ministry hence the 

Parliament has effective control over the operations of the undertaking.  

2. Accountability: They are accountable to the public for their operations.  

3. Source of Revenue: The revenue earned by the departmental undertakings goes into the 

Government treasury. Thus it is a source of revenue to the government.  



4. National Security: It is the most suitable form of public Enterprises when it comes to matter 

of national security. 

Limitations of Departmental Undertaking:  

1. Lack of flexibility: These Enterprises are subject to direct control of the ministry hence it lacks 

flexibility of operations.  

2. Delay in decision making: The employees are not allowed to take independent decisions 

without the approval of the concerned ministry hence they are unable to take advantage of 

business opportunities. 

3. Redtapism: Departmental undertakings are subject to excessive regulations and official 

procedures and formalities which hampers day-to-day operations of the Undertaking.  

4. Political interference: There is a lot of political interference which hampers the smooth 

working of the Enterprise. 

Statutory Corporations:  

Public Enterprises which are brought into existence by the special act of the parliament are 

known as statutory corporation. 

Features of statutory corporation:  

1. It is formed by the special act of the Parliament and is governed by the act itself.  

2. Statutory Corporation has a separate entity hence can enter into contracts, acquire property 

in its own name and can sue and be sued.  

3. These corporations obtain their funds by borrowing from the government or from the public 

by selling their goods and services.  

4. The employees of these enterprises are not government employees. 

5. Example of Statutory corporations: LIC of India, RBI, FCI, SBI, ONGC etc. 

Merits of statutory corporation  

1. Operational flexibility: Statuary corporations enjoy a high degree of independence and 

operational flexibility as they are free from the control and regulations of the government.  

2. Non-interference in Financial matters: The funds of these organizations do not come from 

the government budget hence they enjoy freedom in financial matters.  

3. Autonomous organization: These organizations are autonomous and can frame their own 

policies and procedures for their day to day operations.  

4. Economic development: These operations have power of the government and flexibility of a 

private enterprise. Thus they are valuable instruments for economic development. 

Demerits of statutory corporation:  

1. Political interference: There is lot of political interference in matters related to huge funds.  



2. Operational inflexibility: The government appoints advisory to the Corporation board. This 

curbs the freedom of the statutory corporation.  

3. Redtapism and corruption: All activities of a statutory corporation are subject to many rules 

and regulations. Moreover rampant corruption is clearly visible in the working of these 

corporations. 

Government Company:  

A government company means any company in which not less than 51%  of the paid up capital 

is held by the central government or by the state government or partly by the central 

government and partly by the state government. 

Features of Government Company:  

1. This organization is created under the Companies Act 2013.  

2. The government company has a separate entity from that of its members hence it can enter 

into contract with other parties, acquire property in its own name, file a case against third 

parties and be sued.  

3. The company is managed by the provisions of the Companies Act.  

4. These companies are exempted from audit rules and procedures however an Annual report 

of the company is presented in the Parliament or the state legislature.  

5. The government company acquires its funds from government share holdings and other 

private shareholders. 

6. The employees to the Government Company are appointed as per the provisions of under 

MoA and AoA of the company. 

7. Examples of Government Company are: HMT, SAIL, BHEL, Hindustan Aeronautics Limited 

etc. 

Merits: 

1. No Separate Act: A Government Company can be formed under the Companies Act. So 

no separate Act is required for its formation.  

2. Autonomy: It has separate entity from that of the government hence it has freedom to 

take all management decisions. 

3. Curb unhealthy practices: A Government company provides goods and services at 

reasonable prices; thus promoting healthy competition and business practices. 

Demerits: 

1. The provisions of the Companies Act becomes irrelevant in those companies where 

government is the only shareholder. 

2. The Government Companies are not directly answerable to the parliament thus they 

evade constitutional responsibility. 

3. There is much political interference in its working which reduces the autonomy of the 

Government Company.   



 

 


