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Privatisation 

It means a transfer of ownership, management, and control of public sector enterprises to the private sector. 

Ways of Privatisation: Government companies are transformed into private companies in 2 ways- 

1.Transfer of Ownership : Government companies can be converted into private companies in two ways : 

 By withdrawal of the government from ownership and management of public sector companies. 

 By outright sale of public sector companies. 

2. Disinvestment: 

 Privatisation of the public sector undertakings by selling off part of the equity of PSUs to the private 
sector is  

known as disinvestment. 

 The purpose of the sale is mainly to improve financial discipline and facilitate modernization. 
 

The purpose of the sale, according to the government was : 

 To Improve financial discipline and facilitate modernisation.  

 It was also envisaged that private capital and managerial capabilities could be effectively utilised to  

               improve the performance of the PSUs 

For example : Indian government has diluted its stake in several public enterprises ,including IPCL, IBP,Maruti  

Udyog etc. 

Objectives of Privatisation: 

Providing strong momentum to the inflow of FDI 

 Privatisation aims at providing a strong base to the inflow of FDI. 

 Increased inflow of FDI improves the financial strength of the economy. 

Improving the efficiency of public sector undertaking (PSU’s) 

 The efficiency of PSU’s was improved by giving them the autonomy to make decisions. 

 Some companies were given a special category of Navratna and Mini-Ratna. 

In order to improve efficiency, infuse professionalism and enable them to compete more effectively in the  

liberalised global environment, the government identifies PSEs and declare them as maharatnas,  

navratnas and miniratnas. They were given greater managerial and operational autonomy, in taking  

various decisions to run the company efficiently and thus increase their profits. Greater operational,  

financial and managerial autonomy has also been granted to profit-making enterprises referred to as  



miniratnas. The Central Public Sector Enterprises are designated with different status. A few examples of  

        public enterprises with their status are as follows: (i) Maharatnas – (a) Indian Oil Corporation Limited,  

and (b) Steel Authority of India Limited, (ii) Navratnas – (a) Hindustan Aeronautics Limited, (b) Mahanagar  

Telephone Nigam Limited; and (iii) Miniratnas – (a) Bharat Sanchar Nigam Limited; (b) Airport Authority of  

India and (c) Indian Railway Catering and Tourism Corporation Limited. Many of these profitable PSEs  

were originally formed during the 1950s and 1960s when self-reliance was an important element of public  

policy.  
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