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Public, Private and Multinational Company

Public sector and private sector enterprises  After going throogh this unit, the student/ learner would be able tos

— Concept
Forms of public sector enterprises:
Departmental Undertakings, Stamtory

Corporations and Govemment Company.

Multinational Company — Feature. Joint

ventures, Public private partnemship —
concept

Develop an understanding of Public sector and private sector
enterprises

Identify and explain the features, merits and limitations of different
forms of public sector enterprises

Develop an understanding of multinational company, joint ventures
and public privare parmership by studying their meaning and features.
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BusINESS
-

Public, Private
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and Multinational mfﬂhﬂﬂﬁ&:ﬁumhhmawmn
Company Fops o keop moving

Vrinda, a student of class XI, was going 1'J:|.rc-ugh S0ME NEWSpPapers. The headlines stared at her face,
“Governmeny plans to disinvest its shares in a fow compawies.” The next day there was another news item on
one public sector company incurring heavy losses and the proposal for dosing the same. In contrast to this,
she read another item on how some of the companies under the private secror were doing so well.

Vrinda was acrually curious to know what these terms like public sector, disinvestment, privatisation meant.
She realised thar in cerrain areas there was only the gpovernment which operates like the railways and in
some arcas both the privately owned and povernment run business were operating. For example, in the
heavy industry sector SAIL, BHEL and TISCO, Reliance, Birlas all were there and in the telecom sectog
companies like Tata, Reliance, Airtel operate and in airlines Sahara and Jet have r:cmﬂ].r ga.'u:t:d entry. These
companies along with the Government-owned companics like MTNL, BSHL, Indian Airlines, Air India.
She then started wondering where from companies like Coca cola, Pepsi, Hyundai came? Were they always
here or did they operate somewhere clse, in some other country. She went to the library and was surprised
to know that there was so much information about all these in books, business magazines and newspapers.

Introduction

You must have come across all types of business organisations in your daily life. In your neighbourhood
market, there are shops owned by scle proprictors or big retail organisations run by a company. Then
there are people providing you services like legal services, medical services, being owned by more than one
person Le., partnership firms. These are all privately owned organisations. Similarly, there are other offices
or places of business which may be owned by the government. For example, Railways is an organisation
wholly owned and managed by the govemment. The post office, in your locality is owned by the Post and
Telegraph Diepartment, Government of India, though our dependence on their postal servicss, particularly
in citics and towns has been gready reduced. This is because of plenty of private courier services firms
operating in bigger towns. Then there are businesses which operate in more than one country known as
global enterprises. Therefore, you may have observed that all types of crganisations are deing business in the
country whether they are public, private or global. In this chapter we shall be studying how the economy
is divided into two secrors, public and private, the different types of public enterprises, their role and that
of the global enterprises.

* Some business und:rtakiugﬂ':n:t:rprism are owned and msnag:d bjr the povernment, called pul:.lic
sector undertakings/enterprises (PSUs/PSEs), c.g., Railways, Reserve Bank of India, Posts and
Telegraphs Diepartment, Indian Airlines, te.

* The private sector consists of business owned by individuals or a group of individuals, e.g., Reliance
Industries, Tata Iron and Steel Company (TISCO), Ranbaxy Laboratories, etc.

# There are businesses which operate in more than one country, known as global enterprises or Multi-
National Corporations (MINCs), e.g.. Coca-Cola, Pepsi, LG, Recbok, Hyundai, etc.

* A joint venture is the pooling of resources and experise by two or more busineses to achieve a
particular goal like business expansion or development of new products. For example, Maruti Company
of India and Suzuki Company of Japan joined together to form Manuri Sozuki India Led.

# Public Private Partnership (PPP) means an enterprise in which a project or service is financed and
operated through a partnership of Government and private enterprises.
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Public Sector and Private Sector Enterprises — Concept

Difference between Private Sector and Public Sector Enterprises

Private Sector Enterprises

8 The private sector enterprises are the businessss
owned, managed and controlled by individuals or
a group of individuals.

8 The various forms of organisation in the private
sector are
* Sole Proprietorship
* Partnership

Public Sector Enterprises

B The public sector enterprises are wvarious
organisations owned and managed by the
government. These organisations may either be
pardy or whelly owned by the central or state
government. They may alse be a par of the
ministry or come into existence by a Special Act
of the Padiament. The government, through these

* Joint Hindu Family Business
* Cooperative Societics

* Company -
Multi-National Corporations (MNCs)

enterprises participates in the economic activities
of the country.

The forms of ocrganisation which a public sector
enterprise may take are:

* Departmental Underrakings

* Sramtory Corporations

* Government Companies

Features of Public Sector Enterprises (I"SEs)

1. The government has a major role to play in the formation of public sector enterprises.
But the gpovernment acts through its people, its offices, employees and they take decisions on behalf of the
government. For this purposs, public enterprises were formed by the government to participate in the sconomic
activities of the Country

2. Public sector enterprises contribute to the economic development.
They are expected to contribute to the economic development of the country in today’s liberalised, competitive
w:ll'ld..

3. Public sector enterprises are owned by the public and are accountable to the public
through the Parliament.

They are characterised by public ownership, public funds being used for its activities and public accountability.
4. A public enterprise may take any particular form of organisation depending upon the
nature of its operations and their relationship with the government.

* The suitability of a particular form of organisation would depend upon its requirements. The forms
of organisation which a public sector enterprise may take are: Departmental Undertakings, Starutory
Corporations and Government Companies.

* Ar the same time, in accordance with general principles, any organisation in the public sector should
ensure organisational performance productivity and quality standards.

QTup Tip

There are all kinds of business organisations — small or large, industrial or trading, privately owmed or government

owned existing in our country. These organisations affect our daily economic life and therefore become part of the Indian

ECONCMY.

since the Indian econormy consists of both privately owned and governmient owned business enterprises, it is known as

a mixed economy.

The Government of India has opted for a mixed economy where both private and government enterprizes are allowed to
LﬂpEl’i‘tE. The economy, therefore, may be classified into two sectors viz., private sector and public sector,

~,

"y
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The goveramest i its industral policy resolotions, from time-to-tme, defines the area of actiities in which the private sector and
puhblic sector are allovwed to oparats.

* Inthnludmu.ul Puhqutunlmnnlﬂ-ﬂ d:nﬂmmnﬂnduhdapuuﬁadﬂmappmmhmd:dmdupmidn
ﬂﬂmmmhmmﬂhﬂﬁmﬂmﬂm%

* The Industrial Policy Resolution, 1956 had also lasd down certsin ohjsctives for the public sector to follow so as o
accalerates the rats of gromth and mdustrialisation. The public sector was given a lot of importancs but at the same tme
mutnal depeadency of public and privates sectors was emphasised.

* The 1991 Industrial Policy was radically different from all the sarler policies wwhers the government was delibaratng
disinvestment of public sector and allowng greater fresdom to the privats sector. At the same tme, forsign dirsct arvestment

Departmental Undertakings — Features, Merits and Limitations

= This is the cldest and most traditional form of organising public enterprises.

# These enterprises are established as departments of the ministry and are considerad part or an extension
of the ministry itself.

= The Government functions through these departments and the activities performed by them are an
integral part of the funcrioning of the government.

= They have not been constinuted as autonomous or independent institutions and as such are not
independent legal entities.

= They act through the officers of the Government and its employees are Government employess.

# These undertakings may be under the central or the state government and the mles of central/state
government are applicable. For example, the Indian Railways are managed by the Ministry of Railways.
Post and telegraph services are run as a department, in the Ministry of Communication. The Delhi
Milk Scheme, All India Radio, Doordashan are other EHEII:I.PJ.G c-fd:partm:ntal undm‘ta.lu.ngs.

Indian Raihways

Features

l. They are accountable to the ministry since their management is direcdy under the concerned ministry.
2. The funding of these enterprises come direcdy from the Government Treasury and are an annual
appropriation from the budget of the Government. The revenue earned by these is also paid into the

treasury.
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3. They are subject to accounting and audit controls applicable to other Government activities.

4. 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 (IAS) officers and civil servants who are transferable from one ministry
to another.

5. It is genenally considerad to be a major subdivision of the Government department and is subject to
direct control of the ministry.

Merits

Diepartmental undertakings have certain advantages which are as follows:

1.
2

3.
4.

These undertakings facilitate the Parliament to exercise effective control over their operations.

These ensure a high degree of public accountabilicy.

The revenue carned by the enterprise goes directly to the treasury and hence is a source of income for
the Government.

Where national security is concerned, this form is most suitable since it is under the dirsct control and

supervision of the concerned ministry.

Limitations
This form of organisation sufters from serious drawhbacks, some of which are as follows:

1.

2

Departmental undertakings fail to provide fexibility, which is essendal for the smooth operation of
business.

The employess or heads of departments of such undermakings are not allowed to take independent
decisions, withour the approval of the ministry concerned. This leads to delays, in matters where prompt
decisions are required.

These enterprises are unable to take advantage of business opportunitics. The burcancrat’s over-cautious
and censervative approval does not allow them to take risky ventures.

There is red tapism in day-to-day eperations and no action can be taken unless it goes through the
proper channels of authority

There is lot of political interference through the ministry.

These organisations are usually insensitive to consumer needs and do not provide adequate services to them.

F g

F g

Statutory corporations, therefore, have the power of the government
and considerable amount of operaring Hexibility of private enterprises.
Examples of Statutery Corporations: The Reserve Bank of India
(RBI), State Bank of India (SBI}, Litz Insurance Corporation fur
(LIC), Employees State Insurance Corporation (ESIC), Oil and :I'he Reserve Bank of India (REI)

Statutory corporations are public enterprises brought into existence by a Special Act of the Parliament. The
Act defines its powers and funcrions, rules and regulations governing its employees and its relationship

with government departments.

This is a corporate body created by the legislanire with
defined powers and functions and is financially independent
with a clear control over a specified area or a pamicular type
of commercial activity.

It is a corporate person and has the capacity of acting in its

WL NAame.

- [ANTIY

Matural Gas Corporation (ONGC), et
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Features

Statutory corporations have cerrain distinet feamures, which are discussed as belows:

l. Sratutory corporations are set up under an Act of Parliament and are governed by the provisions of the
Act. The Act defines the objects, powers and privileges of a statutory corporation.

2. 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 o bear the
losses, if any.

3. A statutory corporation is a hud}f corporate and can su= and be sued, enter into contract and acquire
property in its own name.

4. This type of enterprise is usually independently financed. It obtains funds by bormowings from the
government or from the public through revenuess, derived from sale of goods and services. It has the
authority to use its revenues.

5. A statutory corporation is not aul:jm to the same accounting and audit pru-mdum appl.imhl: to
government departments. It is also not concerned with the central budget of the Government.

6. The employees of these enterprises are not government or civil servants and are not governed
by government rules and regulations. The conditions of service of the employes are governed by
the provisions of the Act imelf. At dmes, some officers are taken from government departments, on
deputation, to head these organisarions.

Merits
This form of organisation enjoys certain advantages in its working, which are as follows:

l. They enjoy independence in their funcrioning and a high degree of operational flexibilicy. They are free
from undesirable government regulation and control.

2. Since the funds of thess organisations do not come from the central budget, the government generally
decs not interfere in their financial matters, including their income and receipts.

3. Since they are autenomous organisations they frame their own policies and procedures within the
powers assig;u:d to them bjr the Act. The Act may, howrever, prm-'id: Few issues/matters which require
prior approval of a particular ministry.

4. A statutory corporation is a valuable instrument for economic development. It has the power of the
government, combined with the initiative of private enterprises.

Limitations
This type ufnrgﬂniﬂﬁc-n suffers from several limitations, which are as follows:
l. In reality, a statutory corporation does not enjoy as much operational Hexibility as stared above. All
actions are subject to many rules and regulations.
2. Government and political interference has always been there in major dedsions or where huge funds
are involved.
3. Where there is d-:a]iug with Pub]ic, rampant corruption exists.
4. The Government has a practice of appointing advisors to the Corporation Board. This curbs the freedom

of the corporation in entering into contracts and other decisions. If there is any disagreement, the matrer
is referred to the government for final decisions. This further delays action.

Government Company — Features, Merits and Limitations

A government company is established under The Companies Act, 2013 and is registered and governed by the
provisions of The Act. A government company may be formed as a private limited company or a public limited
company. These are established for purely business purposes and in true spirit compete with companies in the
private sector
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According to the Section 2(45) of the Companics Act 2013, "a
DOVEFRIENE company means any company in which nor les than 51 per
cent af the Fﬂ:’d up mp.:'mf is held by the cemival povermment, or by any state
povernment or pardy by Central povernment and pardy by one or more State
LOVerRments and includes a com Ry awhich is a ;uﬁmﬂ'ﬂf}' afﬂ Eovernment
comgpany.”

Since the government is the major shareholder and exercises control over
the management of these companis, they are known as government
COMpanies.

All provisions of the Companies Act 2013 are aPPJicabl: to government WW 3 m

companies unless otherwise specified.

Bharat Haawy Elanhit:ulu Um!a-cl [BHEL)

government Cormpany.

The government exercises control over the paid up share capital of a B [l

The shares of the company are purchased in the name of the President of
India.

AN
Examples of Government Companies:
+ Bharat Heavy Elsctricals Lematsd (BHEL) * Wams Udyog Limuted
* Sitmal Anthority of India Limated (SATL) * Hindustan Steel Limited
+ Hindustan Assconantues Limsted * Bharat Earthmeorers Limated (BERL]
* Madras Befinemes Lemsted (BIEL) * Indian Talephons Industriss Limatad
+ Hindustan Asnthictees Lemsted * Hindustan Machne Tools (HWT)
Features

1.

A
3.
4.

It is an organisation created under the Companies Act, 2013 or any other previous Company Law.

The company can file a suit in a court of law against any third party and be sued.

The company can enter into a contract and can acquire property in its own name.

The management of the company is regulated by the provisions of the Companies Act, like any other
public limited company.

The employees of the company are appointed according to their own roles and regulations as contained
in the Memorandum and Artides of Association of the company.

These companies are exempted from the accounting and andic rules and procedures. An auditor is
appointsd by the Central Government and the Annual Report is to be presented in the Parliament or the
State Legislature.

The government company obtains its funds from government sharcholdings and other private
sharcholders. It is also permitted to raise funds from the capital market.

Merits

1.

2
3.
4.

A government company can be established by fulfilling the requirements of the Indian Companies
Act, 2013. A scparate Act in the Padiament is not required.

It has a separate legal entity, apart from the Government.

It enjoys autenomy in all management decisions and takes actions according to business prudence.
These companies by providing goods and services at reasonable prices are able to control the market and
curb unhealthy business practices.
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Limitations
l. Since the Government is the only sharcholder in some of the companies, the provisions of the Companies

Act does not have much relevance.

2. It evades constimtional responsibilicy which a company financed by the government should have. It is
not answerable directly to the Parliament.

3. The povernment |::r_|'.|1g the sole sharcholder, the management and administration rests in the hands of the
government. The main purpose of a government company, registered like other companiss, is defeated.

1. paatch the columns:

i} Itenjoys maximum autonomy in all management actvities. (a) Governmeant Companmy
fii]  wCand &ir India are the examples of this form of enterprise. (b) Statutory Corporation
{iii} This enterprise is most suitable when national security is concerned. (c] Departmental Undertaking
2. A government company is any company in which the paid-up cpital held by the government is not less than
(Choose the correct aiternative)
(a)] 49 per cent [b] 51 percent
) S0 percent [d] 25 percent
3. PSEs are organisations ownead by (Choose the correct alternative)
{a) Joint Hindu Family Business (b] Gowernment
ic} Forsign Companies (d] Private entreprensurs
4. A corporation established under a special law of Parliament (Choose the correct alfernative]
(a) Statutory Corporation {b} Departmental undertaking
() Gowernment cormpany {d} Multi-national Conporation
5. Resarve Bank of India has been sat up as which type of public enterprise? (Choose the correct alternative)
la) Statutory Corporation {b] Departmental undertaking
lc) Government company {d] BSult-national Corporation
6. “Steel Authority of India Limited is a public enterprise.” Identify this form of crganising public enterprises.
(Choose the correct alfernative]
(a) Statutory Corporation {b} Departmental undertaking
() Gowernment cormpany {d} Multi-national Conporation
7. The oldest form of crganisation of public enterprises {Choose the correct alfernative)

la) Statutory Corporation
i} Departmental undertaking
lc) Government company
(d} Bsulti-national Corporation
E. Disinvestments of PSEs implies (Choose the correct alternative]
{a) sale of equity shares to public
(B} Imvesting in new areas
() Barying shares of PSEs
(d}) Closing down private sector/public operations

9. Public enterprises are owned by the public. True/False ? Give reason.
10. A departmentally run enterprise enjoys corporate stabus, True/False ? Give regson.
11, A statutory corporation is a body corporate. True/False ? Give reason.
12. Reserve Bank of India [REI] is an example of a Government company. True/False ? Give regson.
13. A pgovernment COMpany Snjoys Maximum autonomy True/False ? Give reason.
14, The government provides funds to departmental undertakings. True/False ? Give reason.
15. Who heads the departmental undertakings?

16. Why are departmental undertakings accountable to the ministry?
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Where national security is concerned, which form of pubbic enterprises is most suitable?

Why is there red tapism in day-to-day operations of a departmental undertaking ?

Mame the organisation formed by passing a Special Act of the Parliament.

Mame the company in which at least 51% shares are kept by government.

In whose name the shares of a government company are purchased?

Hame the organisation which is considerad as a part of government only.

Hame the organisation which is formed by passing a special Act of Parliament of State Legislature.

k Case St"ldles-‘ Analysing, Evaluating & Creating Type Questions

(}.1 Once upon a time a round of Election to the five Legislative Assemblies of the country was in progress. The
different political parties were putting in the best of their efforts to entice the people through their respective
promises o them. There were three main political parties contesting elections in these states. One of the political
parties made a promise that if they came into power, they would set up such public sector enterprises in the
states which will have the partnership of both the public and the government. However, in these enterprises,
the owmership of the government shall not be less than 51%. The setting up of these enterprises is done as per
the provisions of the Indian Companies Act, 201 3. The financing of these enterprises is done jointly by both,
the people and the government. The second pelitical party promised that if they came into power, they would
set up such public sector enterprises which will be completely under the ownership of the government. The
burden of financing them will not be put on the shoulders of the people, but they will be managed with the
general budget. The third political party, which was contesting the elections for the first time, promised that
on coming into power they would set up such public sector enterprises which will be fully financed by the
government. However, there will be no bar to get loan from the people to set up them. They will be set up as
per the special Act passed by the Parliament or the State Legislative Assembly.

On the basis of the above para, identify the type of public sector enterprises to be set up as being promised by
the three political parties. Also state any two merits of each of them. (& marks)

Ans. (a) The first political party promised to set up Govemnment Companies,

Merits:
i1} A govemment company can be easily established under the Indian Companies Act, 2013. A separate
Ad in the Parliament is not required.
iii) It has a separate legal entity, apart from the govemment. It is free from government repulations.
by The second political party promised to ser up Departmental Undertakings.
Merits:
i) Since control is direct and centralised, these undertakings facilitate the Parliament to exercise effective
control over their opentions.
{ii) These ensure a high degree of public accountability.
{c) The third political party promised to set up Public Corporations/Statutory Corporations.
Merits:
ii} The govemment does not interfere in their financial matters, including their income and receipts.
{il) A stamtory corporation is relatively free from red tapism and bureaucracy and hence, can take quick
decisions.

()2 ‘lndian Railways' is a part of Railway Ministry It is organised, financed and controlled by Railway Minisery.
The finances are allocated from government treasury and whatever revenne it earns is deposited o government
treasury onbg It is treated as a part of government and even the appointment recruftment and selection of
employess is done in the same way as that of civil servant.

(i) Name the type of public sector enterprise ‘Indian Railways’ is.

(i) What is the status of employeas working in Indian Railways?

(i) How does it get its finance?

{iv) What does it do with its revenue? (& marks)

BRNEBEERS)
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Ans. (i) Departmental Undertaking
(ii They are considered as dvil servants or povernment employees.
{iii} From government treasury.
{iv) Itis deposited in the povernment treasury
(0.3, Gas authority of India Ltd (GAIL) is carrying on various projects of energy and power. Majority of is
shares are held by the government of India. It was registered under the previous Companies Act. It enjoys
all the characteristics of a company The board of directors are appointed by the goverament. The Board and
shareholders are responsible for the efficient working of the company. The company prepares its annual report
and submit to the appropriate authorities
{a} MName the type of public sector enterprise referred to in the above para.
(b} In whose name does the government buy sharess
{c) S5tate any three features of the type of public sector enterprise identified in part (a) other than those
discussad in the above para. (5 miarls)
Ans. (a) Govemment Company
ib) President of India
{c) Fearures of povemment company:
ii} The company can file a suit in a court of law against any third party and be sued.
iil) The company can enter into a contract and can acquire property in its own name.
{iii) The povemment company obtains its funds from government shareholdings and other privare
shareholders. It is also permitted o raise funds from the capiral market.

Multinational Company/Global Enterprises

Multi MNational Corporations (MINCs) have played an important role in the Indian economy: They have become
a common feature of most developing economies in the word.

MMNCs are gigantic corperations which have their operations in a number of countries. They are
characterised by their huge size, large number of products, advanced technology, marketing strategies and

network of operations all over the world. '

* Global enterprises thus are huge industrial
organisations which extend their industrial
and marketing operations through a network
of their branches in several countries.

* Their branches are also called Majoricy
Owned Poreign Affiliates (MOFA).

* Thee enterprises operate in several areas
producing mulriple producs with their
business strategy extending over a number
of couniries.

* They do not aim at maximising profits from
one or two products but instead spread their
branches all over.

MMCs are in a position to exercise massive control
on the world economy because of their capital resources, larest technology and goodwill. By virtue of this, they
are able to sell any product in different countries.

Some of these corporations may be slightly exploitative in nanure and concentrate more on selling consumer
goods and luxury items which are not always desirable for developing countries.

Walmart — World’s Richest MNC in 2018
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Top 10 Richest MNCs in the World in 2018 by Revenue

Multinational Company Revenue in 2017 (in billion $)
1. Walmart $485.9 billion
2. Snate Grid Corporation of China $315.2 billion
3. Sinopec Group #267.5 billion
4. China Marional Petroleum Corporation $262.6 billion
5. Toyota Motor 9254.7 billion
&. Vollswagen %240.3 billion
7. Royal Dutch Shell $240.0 billion
8. Berlshire Hathway %223.7 hillion
9. Apple Inc. 3215.6 billion
10. Exxon Mobil $205.0 billion

Features of MINCs
MMCs have distinct features which distinguish them from other private ssctor companies, public sscror
companies and pub].[c sector enterprises. Thes= are as follows:

1. Expansion of market territory

Their operations and activities extend beyond the physical boundaries of their own countries. They operate
through a nerwork of subsidiaries, branches and affiliares in host countries. Due to their giant size they occupy a
dominant position in the marker.

2. Centralised control

They have their headquaters in their home country and exercise control over all branches and subsidiaries.
Howeverthere is no interference in day-to-day operations.

3. Huge capital resources

MMCs are characterised by posssssing huge financial resources. They are able to tap funds from various sources.
They may issue equity shares, debennures or bonds to the public. They are also in a position to borrow from
financial institations and international banks. They enjoy credibility in the capital market. Even investors and
banks of the host country are willing to invest in them. Becawse of their financial sivengeh they are able to survive

wndder all cirvcumstances,

4. Advanced technology

These enterprises possess technological superiorities in their methods of production. They are able to conform to
international standards and quality specifications. This leads to industrial progress of the country in which such
corporntions operate since they are able to optimally exploit local resources and raw materials.

Computerisation and other imventions have come due to the techrolsgical advancements mefrd by MNC,

5. Marketing strategies
The ma.rkr.l:l.n.g strategics of BN Cs are far more effective than other Companies. TJ:L:}' use aggressive ma.rlr.r.lin.g
strategics— advertising and sales promotion techniques — in order to increase their sales in a short period.

6. Foreign collaboration

MMCs usually enter into agreements with Indian companies in the public and private sector pertaining to the
sale of technology, production of goods, use of brand names for the final products, etc. Big industrial houses
wanting to d.t'.r:mi':',r and n:l:la.ud have g:a.l.u:::l b}r c-::ﬂabc-mlirjg with MMNCs in terms -::-fpatr_n.ts, [ESOUTCES, ﬂ:-rr_[g;u
v::cd'm.u.g: etc. But ar the same time these ﬁm’gﬂ collaborasions bave IR NS B the gm.w.nfj' afmanapa&'ﬁ and
coRCERiTation afpmr .:'nﬁ'w hands.
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7. Product innovation
MMCs are characterised by having highly sophisticated research and development departments engaged in the
task of developing new products and superior designs of existing products.

When two businessess agree to join tc-g:ﬂ:tr_r for a common purpose and mutual benefit, it give s rise to a joint
venture. These two organisations may be private, government-owned or a foreign company.
:u:ﬂlntvmtmisthtpnnlingnFrmnrmMﬂpﬂﬁx by two or more businesses, to achieve a particular
Businessss of any size can use joint ventures to strengthen long-term relationships or to collaborate on short term
projects.

A joint venture can be flexible depending upon the party’s requirements. These need to be dearly stated in a
joint venture agresment to avoid conflice ar a later stage.

A joint venture may also be the result of an agreement berween two businesses in different countries. In this case,
there are certain provisions provided by the governments of the two countries, which will have to be adhered o
The risks and rewards of the business are also shared.

The reasons behind the joint venture often include business expansion, development of new produces or moving
into new markers, particularly in another country.

It is becoming increasingly common for companies to create joint ventures with other businesses/companies
and form strategic alliances with them. The reasons for these alliances may be complementary capabilities and
resources such as distribution channels, technology or finance. In this kind of a joint venture, rwo or more
{parent) companies agree to share capital, technology, human rescurces, risks and rewards in the formation of a
new entity, under shared control.

In India, joint venture companies are the best way of doing business. There are no separate laws for these joint
ventures. The companies incorporated in India are treated the same as domestic companies.

Types of Joint Ventures
Joint Ventures are of two types: Contractual joint venrure and Equity-based joint venture.

1. Contractual Joint Venture (CJV)
In a contractual joint venmre, a new jointly-owned entity is not created. There is only an agreement o work

to &l
TE-:ﬂ;a.niE do not share ownership of the business but exercise some elements of control in the joint venrure.
A typical example of a contracrual joint venture is a franchises relationship. In such a relationship the key
elements are:
{a) Two or more parties have 3 common intention — of running a business venture.
(b} Each party brings some inputs.
{c) Both parties exercise some control on the business vennure,
{d) The relationship is not a transaction-to-transaction relationship but has a character of relatively longer
duration.

2. Equity-based Joint Venture (EJV)

An equity joint venture agreement is one in which a separate business entiry, jointly owned by two or more
partics, is formed in accordance with the agreement of the parties.

The key operative factor in such case is joint ownership by two or more parties.

The form of business entity may vary — company, partnership firm, trusts, limited liability partnership firms,
venture capital funds, erc
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The key clements in an Equity-based Joint Vennure are:
{a) There is an agreement to cither create a new entity or for one of the parties to join into ownership of an
existing entity.
(b} Shared ownemhip by the parties involved.
{c) Shared management of the jointly owned entity.
{d) Shared responsibilities regarding capital investment and other financing arrangements.
{e) Shared profits and losses according to the agreement.

0Ta}|} Tip

& joint venture must be based on a memorandum of understanding signed by both the parties, highlighting the basis of

a joint venture agreement.

The terms should be theroughly discussed and negotiated to awoid any legal complications at a later stage. Megotiations
and terms must take into account the cultural and begal background of the parties.

The joint venture agreement must also state that all necessary governmental approvals and licences will be obtained
within a specified period. J

LS -

Examples of Joint Ventures:

1. AVI Oil India Pvt. Led.
Date of establishweent: 4 Movember, 1993
Joirt Venture Holders: Balmer Lawrie & Co. Lid., NYCO SA, France.
Areas of sperarion: Mineral based lubricating oil, defence and civil aviation uses, greases.

2. Green Gas Lid.
Date of establishment: 7 Ocrober, 2005
Jeirt Venture Holders GAIL (India) Led. and IOCL
Areas af operarions: Providing safe and reliable narural gas to customers.

3. Delhi Aviation Fuel Facility Pve. Led.
Date of establishmeent: 28 March, 2010
Jeire Venrure Halders: BPCL and DIAL
Areas afquﬁam; Construction, management, maintenance, n:l:vdcuplug, d:s[g;uing.. The company is
formed with a joint venture berween Dielhi International Airport Lid. and Airport Authority of India
with the view of maintenance, designing and modernisation.

Features/Benefits

1.Increased resources and capacity

Joining hands with ancther or teaming up adds to existing resources and capacity enabling the joint venture
company to grow and expand more quickly and efficiendy.

2. Access to new markets and distribution networks

When a busines enters into a joint venmre with a partner from another country, it opens up a vast growing marker.
For example, when forsign companies form joint venture companies in India they gain acces to the vast Indian
market. Their products which have reached sarurarion point in their home mardeets can be easily sold in new mardzers.

They can also take advantage of the established distribution channels ie, the retail ocutlets in different local
markets. Otherwiss, :5ta|::.|.i5|:|.|'.ng their own retall outets may prove to be very expensive.

3. Access to technology

Technology is a major factor for most businesses to enter into joint ventures. Advanced techniques of production
leading to superior quality products saves a lot of time, encrgy and imvestment as they do not have o develop
their own technology.

Technology also adds to efficiency and effectiveness, thus leading to reduction in costs.
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4. Innovation

The markets are increasingly becoming more demanding in terms of new and innovative products. Joint ventures
allow business to come up with something new and creative for the same market.

Spedally forcign partners can come up with innovative products because of new ideas and technology.

5. Low cost of production

When international corperations invest in India, they benetit immensely due to the lower cost of production.
They are able to get quality products for their global requirements. India is becoming an important global source
and extremely competitive in many products.

There are many reasons for this, low cost of raw materials and labour, technically qualified woddforce; management
professionals, excellent manpower in different cadres, like lawyers, chartered accountants, engineers, scientists.
The international partner thus, gets the products of required quality and specifications at a much lower cost than
what is prevailing in the home country.

6. Established brand name

When two businesses enter into a joint venture, one of the parties benefits from the other’s goodwill which has
already been established in the market.

If the joint venture is in India and with an Indian company, the Indian company does not have to spend time
or money in developing a brand name for the product or even a distribution system. There is a ready market
waiting for the product to be launched. A lot of investment is saved in the proces.

Public Private Partnership (PPP)

The Public Private I"h.rl::u:r'.ihil:l model allocates tasks, c-b]igaﬁc-ns and risks among the publiv: and private partners
in an optimal manner.
# The public partners in PPP are Government entities, i.e, ministries, government departments,
municipalities or state owned enterprises.
= The private partners can be local or forcign (international) and include businesses or investors with
technical or financial expertise relevant to the project.
= PPP also incdudes WGOs and/or community based organisations who are the stakeholders directly
affected by the project.
PPP is defined as a relationship between public and private entitics in the context of infrastrucoure and
other services.
Under the PPP model, public sector plays an important role and ensures that the sodal obligarions are fulfilled
and sector reforms and public investment are successfully met.
Sectors in which PPPs have been completed worldwide include:
* power generation and distriburion,
water and sanitation,
refuse disposal,
pipelines,
hospitals,
school buildings and teaching fadilities,
stadiums,
air tratfic control,
prisons,
railways,
roads,
housing, and

billing and other information technology systems.
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PPF Model
Features
* Contract with the privats party to design and build public facility.
* Facility is fasanced and owoed by the public sector.
Application
* Suited to capital projects whers the public sector mishes to retain the
Sirengths
* Transfer of design and construction nsk
* Potental to accelerate project.
Wealnesses - : .
* Comflict beterean pactes may asise on savironmeata] consderatons Kundli Manesar Expressway
* Diopes oot atiract privats fioance sasly.
Example: Eundli Manesar Expressway Lid — In this 135 km esxpresswray, lad has heea provided by the govermnment and surface

b

\Cm_m Analysing, Evaluating & Creating Type Questions

Objective Type Questions 3.2
1. cCentralised control im BPAMCS implies control exercised by {Choose the correct alternative)
ja) Branches b} Subsidiaries
ic)] Headguarters {d} Parliament
2. The equity-based joint venture does not include {Choose the correct alfernative)
lal Cooperative development (b} Companmy
ic) Partnership {d} Umited liability partnership

3. Mame the company formed as a result of partnership between two companies.
4. HMame the company which operates in more than one country.

5. What is that enterprise called in which a project or service is financed and operated through a partnership of government
and private enter-prises?

&. Which enterprise is formed when two or more firms join together for a common purpose and mutual benefits?

1

(.1 Ambo Led, an American company is manufactoring a high quality products, which is very popular in
America. The company is searching for the possibilities of exporting its product to foreign conntries. After a
thorough search on the internet it arrived at the conclusion that India can be a good market for its products.
But the company is unaware of the distribution system in India. Now the company is looldng for such a
company which is already established in India and has a strong distribution system. Once again it searched on
the internet and found that there was an Indian company named “Surya Lid.” which was facing severe finandal
constraints, but it had a very strong distribution system. Amko Ltd. negotdated with Surya Ltd., and both the
companies made an agreement w jointy run their businesses. In this way the American company, with the
help of Surya Ltd., got a good experience of entering the foreign markets

(a) ldentify the type of business enterprise formed by merging Surya Led. with Ambko Led

(b} State any four features of such a business enterprise. (5 mearks)

Ans, (a) Joint Venture
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ib) FEATURES:

(i) Increased resources and capacity: Joint venture adds to existing resources and cpadty enabling the
company to grow and expand more quickly and efficiently

(i) Access to new markets and distriburion neteorks: When a business enters into joint venture, it can
access new markets. They can also take advantage of the established distribution channels, i.e.. the
retail outlets in different local markets.

(iii) Access to technology: Advanced techniques of production leads to superior quality of produas and
reduced cost of production. It saves a lot of time, energy and investment because they do not have to
develop their own technology.

{iv) Innovation: Joint ventures allow business to come up with new and innovative products for the market
because of new ideas and technology of foreign partners.

()2 Max Lul, a foreign company, started its business in a under-developed country. The size of the business is quite
large. The company has plenty of resources. It employs thousands of people in the under-developed country. The
raw materials wsed by the company are readily available here. However, since there was not demand for these
raw materials here, the producers were unable to get the best price for it. Due to this meason, the producers were
discoaraged. Some local businessmen wsed o act arbitrarily earlier, but now they have corrected themselves. The
reason for ther becoming better is competition with the foreign company. Now their arbitrary approach has ended
altogether. Max Lid. is using completely the latest technology in fts various business activities. As a result, the local
people also have got the opportmnity to learn the new technology. Because of using the modern technology and
doing production at a large scale, the company’s cost of production is very low. Because of its huge size and status,
the company ocoupied 2 dominant position in the market and took over some domestic firms.

{a) Which type of business enterprise is referred to in the above para?

b} State any three features of the enterprise identified in (a) by quoting the lines from the above para. (4 marls)
Ans (a) Mulrinational Comparny
(bl Features:
(i) Expansion of market territory/International operations
An MMC has production, marketing and other facilities in several countries. It operates through a
network of subsidiaries and branches in host countries. It owns and controls assets in foreign countries.
“Max Led., a foreige company starvad its business in @ under-developad ounoy ™
(i) Giant size and huge capital resources
MM Cs possess huge capital resources. They are able to tap funds from various sources. They may issue
equity shares, debentures or bonds to the public. They are also in a position to borrow from financial
institutions and intemarional banks.
“The size of the busines is guite larpe. The company bas plenty of resources. It emplays the thowands of
people in vhe under-develgpad coumry.”
(iii) Sophisticated/Advanced technology
Generally, a multi-national corporation has at its command advanced technology so as w provide
world class products and services.
“Meax Led. ir wsing complesely vhe lavers rechnology in its variows business acriwies, ™
(3.3 The Government planned to begin a Read Project. The Government needed management specialists and
financial help to complete it. The Government contacted the private sector to fulfil this requirement. Now, this
project will be completed jointly by both the public sector and private sector.
{2) Identify the form of enterprise and state its importance.
b} Give any three features of such enterprises. {4 marks)
Ans. (a) Public Private Partnership (PPF)
This type of enterprise helps in speeding up projeas, and completing them in the minimum time period.
ib) FEATURES:
(i) Pertaining to high priorty projects: PPP pertains to high priority projects that are aimed at creating
public goods like in the infrastnacture sactor.
(i) Suitable for big projects (Capital Intensive and Heavy Industries): PPP is suitable for big projects
whaose pestation period is very long.
(iii) Public welfare: PPP is used in the govemment projects targeted at public welfare, e.p. Delhi Metro
Raibway Corporation.
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Em

Private Sector vs Public Sector Enterprizes

Private sector enterprises are owned, managad and controlled by individuals or a group of indndiduals. Their main objective
is to earn profit.

Public sector enterprizes are owned, managed and controlled by the government. The forms of organisation which a public
enterprise may take are departrmental undertakings, statutory corporations and government companias.

Departmental Undertakings

This is the oldest and most traditional form of organising public enterprises. The Government functions through these
departments. Examples: Posts and Telegraphs, Indian Railways, etc.

Merits
1. Effective control 2. High degree of public accountability
3. Source of income for the Government 4. Mational security
Limitations
1. Fail to provide flexibility 2. Delay in decision-making
3. Unable to take advantage of business opportunities 4. Red tapism

5. Political mterference
Statutory Corporation
Statutory corporations are public enterprises brought into existence by a Special Act of the Parfiament. Examples: Indian
Airlines, LIC, RBI, etc.

Merits
1. Free from undesirable governmant regulations 2. Government does not interfere in their financal matters
3. Free from red tapism and bureaucracy 4. Protection of public interest.
Limitations
1. Rules and regulations 2. Corruption
3. Government and political interference 4. Curbs the freedom of the corporation

Government Company
& government company means any company in which not less than 51 per cent of the paid-up capital is held by the Central
government or state governmant or both. Examples: HMT, BHEL, etc.

Merits

1. Easily established 2. Separate legal entity

3. Enjoys autonomy 4. Curbs unhealthy business prachices
Limitations

1. Government is the only major shareholder 2. Mot directly accountable to the Parliament

Global Enterprises [Multi-Mational Corporations)
& multi-national company [MMC) may be defined as a company that operates in several countries. Eamples: Walmart, Toyota
Motor, Volkswagen, apple Inc., et

Features/Benafits

1. Huge capital resources 2. Centralised control
3. Expansion of market territory 4. Advanced technology
5. Product innowvation 6. Marketing strategies
7. Foreign collaboration

Joint Ventures

When two businesses agree to join together for a common purpose and mutual benefit, it give s rise to a joint venture. Thase
two organisations may be private, government-owned or a foreign company.
4 joint wenture is the pooling of resources and expertise by two or more businesses, to achieve a particular goal.
loint Ventures are of two types: Contractual joint venture and Eguity-based joint wenture.
1. Contractual Joint Wenture [C1V]: In a contractual jeint venture, a new jointly-owned entity is not created. There is only an
agresment to work together.
The parties do not share ownership of the business but exercse some elements of control in the joint venture,
2. Equity-based Joint Venturs (EIV]: An equity joint venture agreement is one in which a separate business enfity, jointly
owned by two or more parties, is formed in accordance with the agreement of the parties.
The key operative factor in such case is joint ownership by two or more parties.
The form of business entity may vary — company, partnership firrm, trusts, limited labilty partnership firms, venture

capital funds, etc. I
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Examples of loint Ventures: I
1. a1 Ol Indiza Pyt Lid.
Joint Venture Holders: Balmer Lawrie & Co. Ltd., NYCD 54, France.
2. Delhi avigtion Fuel Facility Pyt. Ltd.
Jpint Venture Holders: BPCL amd DAL

FeaturesBenafits
1. Increased resources and capacity 2. Access to new markets and distribution netwarks
3. Access to technology 4. Innovation
5. Low cost of producton 6. Established brand name

Public Private Partnership [PPP)
PPPis defined as a relationship between public and private entities in the context of infrastructure and other services.
Under the PPP maodel, public sector plays an important role and ensures that the social obligations are fulfilled and sector
refarms and public investment are successfully met.
sectors in which PPPs have been completed worldwide include: Power generation and distribution, water and sanitation,
hospitals, school buildings and teaching facilities, raibways, roads, etc
Features

= Contract with the private party to design and build pubbic facility.

= Facility is financed and owned by the public sector.

= Key driver is the transfer of design and construction risk.
Application

= Suited to capital projects with small operating requirement.

= Suited to capital projects where the public sector wishes to retain the operating responsibility.
Example: Kundli Manesar Expressway Utd — In this 135 km expressway, land has been provided by the government amd
surface has been laid out by the compamy I

Private sector enterprises are the businesses owned, managed and controlled by indniduals or a group of individuals.

Public sector enterprises are various onganisations owned and managed by the government.

Statutory corporations are public enterprises brought into existence by a Specal Act of the Parliament. The Act
defines its powers and functons, rules and regulations governing its employees and its relationship with government
departments.

Government company means any company in which not less than 51 per cent of the paid up capital is held by the
central government, or by any state government or parthy by Central government and partly by one or more State
governments and includes a company which is a subsidiary of a government company.

Multi Mational Corporations [MMCs) are gigantic corporations which have their operations in 3 number of countries.
They are characterised by their huge size, large number of products, advanced technology, marketing strategiss and
network of operations all over the world.

Jgint wenture is the pooling of rescurces and expertise by two or more businesses, to achieve a particular goal.

Public Private Partmership [PPP] is defined as a relationship between public and private enfities in the context of
infrastructure and other sendices.
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Self Assessment Test 1

Public, Private and Multinational Company

Time allowed : 1 hour Maximum Marks 1 25

(L1 LICis the example of . (Choase the correct alternanive) (1 mark)
ia) Departmental undertaking ib) Starutory corporation
ic) Government Company id) Private company

(L2 Which of the following is a Govemment Company? (Chome v correcr alvernaoive) (1 mar)
i{a) Hindustan Steel Lid. iy Tata Steel Lid.
(¢ Jindal Steel Led. id) All of these

(13 Which of the following is related to a specific ministry? (Choase the cornecr aleermanive) (1 mark)
{a) Indian Railway by FCI
(c) Coal India id) BHEL

(L4 Which of the following is not an MMNC? (Chogse the correct alternanive) (1 mark)
(a) Ranbaxy (b) Infosys
i) Brook Bond id) Asian Paint

5 Differentiate berween private sector and public sector enterprises. (3 marks)
Q. pr P pr
(L6 To overcome the difficulties faced by public in public transport system, the povemment of India started the

Q7

(.8

Q-9

METRO project in which the government involved private sector participation to get the benefits of efficiency
of private sector. The project was prear success as lakchs of people are enjoying the metro service to move from
one place o other

ia) Identify the type of enterprise mentioned in above para.

ib) Give any two features of the type of enterprise identified in (a) (3 marks)
Mame the enterprise which is the result of partnership between two companies. Why do two companies join
together to work as one enterprisel Give three reasons, {4 marks)
Mame the organisation which is formed by passing a special Act of Parliament or State Legislature, Give features
of such enterprise. (5 marks)
Explain any three merits as well as three limitations of a departmental undertaking,. {6 marks)




m Business Studies XI — by Subhash Dey
Self Assessment Test 2

PPublic, Private and Multinational Company

Time allowed : 1 hour Masximesarn Marks : 25
(L1 Who works to uplift the side industries of Public Secror? (Chosse the correce alternative) (1 mark)
() MOFA k) MOU
i BIFR idi MRF
()2 Government holds minimum paid up Capital of a povernment company.
(Chome the correce alternanive) (1 marl)
(a) 49% (k) 50%
(g 51% d) 26%

(L3 When two business enterprises work together for a particular purpose that is called
(Choe vhe carrece alternanive) (1 mark)
ia) Partnership k) Joint venture
(g Company (d) Joint Hindu Family Business

(L4 Which of the following is aeated by Special Act of Parliament or State Legislature?
(Chosse the correce alternanive) (1 mark)

ia) Departmental Undertaking (b} Starutory Corporation
id) Government company (d) Private company
(L5 What do you understand by departmental undertaking? Give any four examples of departmental underrakings in
Il.'l.d.l.ﬂ_ |.': |'|'|.|[I§_'H.|
(06 Identify following enterprises to which form of public enterprises they are related and also write 20 words for
each.

ia) Indian Railways
(b} Beserve Bank of India
[.f:] Ehﬂ.[ﬂ HEH.\T' E.IEﬂ'ﬂCH.IE Ltd_ |_': |'|'|.|[I§_'H.|

(L7 With enactment of the LIC Act, 1956, an autonomous body, Life Insurance Corporation of India was formed.

The act defines its powers, duties and functions. It has a separate legal entity: It is fully owned by govemment.

It has independent financial policy and can raise funds by borrowing from public and povernment. However

it is not subject to any budgetary accounting or andit control like Raibways. Its annual reporr is presented in

parlizment every year.

ia) Mame the type of public sector enterprise referred to in the above para.

ib) Stare any three features of the public sector enterprise identified in (a). (4 marks)
(}.8 Food Corporation of India (FCI) was established through special Ad passed in Padiament in 1954 with the objecive

to create buffer stodis of foods like whear, rice etc. for emergency smations like drought, flood famine etc.

iii Which type of public sector enterprise is discussed abowve ?

iii) Dwes such enterprises have separate legal entity ?

{ili) Who provided initial capital to such enterprises ?

{iv) Write any two demerits of such organizarion. (5 marks)
(19 Explain briefly the following features of 2 multinational company:

ia) Huge capital resources

ib) Foreign collaborarion

ic) Expansion of market terdtory (6 marks) |
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(1

Q.2

Chapter 1:
Chapter 2:
Chapter 3:

Time allowed : 1 he. 30 min. Maximern Marks : 40
Which of the following has no separate legal entity? (Choose the correct alternative)
ia) Departmental Underraking ib) Starurory Corporation
ic) Govt company id) Private company
How many industries are reserved for public secor? (Chome tie correct alvernaive)
fa) 3 ib) 4
ic) 8 idy 17

Q.3
Q.4

Q.5

(.6

(.8

Q-9

Q.10

Prakash, a farmer went to the market and exchanged his rice with pulses. Is it an economic activity

Ms. Meena is a lecturer in a college. She gets T72,000 pum. as remuneration. Mr. Kunal is a farmer produdng
20 quintals of wheat for his own consumption and 2,000 quintals for sle. Ms. Kirti, a journalist in an agency,
teaches slum children after her office hours. She doesn't charge anything from them. This gives her psychological
and mental satisfaction.

Production of whear by Mr. Kunal for his own consumption refers to which human activity and why ¢

In a cooperative society the principle followed is

{a) One share one vote ib) One man one vote

() Mo vote id) Mulriple votes

What do you understand by statutory corporations? Give any four examples of statutory corporations in India.

Mr. Singh is in ‘lighting’ business for the past 15 years. To help his fiend, Mr Yadav, a beginner he projected
himself as a partner before Mohd. Abdul, a whaolesale dealer of fancy lights. Mohd. Abdul gave Mr. Yadav the
stock without asking for payment and gave him credit limit of one month. Will Mr. Singh be liable to Md.
Abdul if Mr. Yadav does not pay him on time ? Classify Mr. Singh's role here along with an explanation.

Sony Led. is a leader in electronics. It is registered in a company and has its business operations in many countries
of world. Its headquarter is in Japan (Tokyo). To manage its branches and subsidiaries in different countries,
the company employs trained and professional managers. They always make use of latest rechnology to remain
leader in electronics.

ia) Mame the type of enterprise mentioned in the above para.

ib) Stare any three features of such enterprises.

Imran, Manpreet, Joseph and Privanka have been dassmates in Class X. After their exams are over they happen
to meet at a common friend Ruchilat house. Just when they are sharing their experiences of examination days,
Rudchika's father, Mr. Raghuraj Chaudhury intervenes and asks about their well-being, He also enquires from
each one of them about their career plans. Bur none of them has a definite reply. Mr. Raghuraj. who himszlf is
a businessman suggess to them that they can opt for business as a promising and challenging career. Joseph gets
excited by the idea and says, “Yes, business is really pood for making lots of money even more than is possible
by becoming an engineer or a doctor.” Mr. Raghuraj says “Let me tell you, young man, there is a lot more o
business than merely money?™

Do you agree with Mr Raghu Raj Chandahry's statement? What according to you are other objectives of

business#

“INo business is risk free.” In the light of this statement, explain the concept of business risk and its any thres
causeEs,
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€.11 It is a public sector enterprises in which Gove. of India held 80% of paid up share capital and it is registered
as per company Act, 1956, It deals in manufacturing of Engineering poods and compete with private sector
enterprises in order to achieve higher profits.
iii Which type of public sector enterprise is discussed abowve?
(il) Are the employees of such organization considered as Civil Employees 1
(ii) Write any one characteristic of such organization.
(iv) Write any two limitations of such orpanization. (5 marlks)
().12 MName the enterprises that operate in several countries. Explain their characteristics. {5 marks)

0).13 Aarti iz a sole proprietor. Ower the past 15 years, her business has grown from operating a neighbourhood shop
selling Kurtis, bags, osmetics etc. to a retail chain with four branches in the branches, she is thinking to form a
company to manage the business better. She also wants to grow further.

ia) Explain two merits of Aarti remaining a sole proprietor.
ib) Explain two advantages of a joint stock company.
ic) If she wishes to grow further then which of the owo options is better? {6 marks)

Check List to Objective Type Questions

UIJ_]-::-EIZI'I-"I! Type Questions 3.1 15. Drepartmental underakings are headed by government
L. (i = (a), {if) - (B), (iid) - () employees, JAS officers and civil servants.
2 (k) 16, Because their management is directly under the concerned
3. PSEs are organisarions owned I:'I ministry
3. (k) 17. Drepartmental undertakings, because they are under the
4 () direct control and supervision of the minisory
5 {a) 18. Because of bureaucrats’ control, no action can be taken
B () unless it goes through the proper channels of authority.
7. (b 19. Satutory company
B (a) 20, Government company
9. PFalser Public sector enterprises are owned, managed and 2l. The President of India
controlled I:'I the ECVEITUTIENE, 21 Departmental underaking.
10, Palse: T]:.-::,r are established as d.-:Pa.l:n::.en.l:: of the ministry 23. E'l:n.h.l.t-:-.r_:,r cnrp-:-mtl.-:-n.
e.g. Indian Railways. ﬂl:l-jncti\rr. Type Questions 3.2
11, True: A satutory corporation can sue and be sued, enter L i)
inmto contract and acquirs property in its own name. 2 ial
12 False: BEI is an example of a statutory corporation. 3. Jointventure

13 Touer It enjoys maximum autonomy in all management 4. Multi-national company/Global enterprise.
decisions and actions. There is no undue departmental 5. Public Private Partneship (FPF)
intecferenoe in the working of o povernment company. é. Joint Venture

14, True: The fanding of departmental undemakings come
directly from the Government Treasury. The revenue
earned by these is also paid into the treasany




