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Market

Market is a place where buyer and seller meet, goods and
services are offered for the sale and transfer of ownership occurs. A
market may be also defined as the demand made by a certain group
of potential buyers for a good or service. The former one is a narrow
concept and later one, a broader concept.
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* Economists describe a market as a collection of buyers and sellers
who transact over a particular product or product class (the housing
market, the clothing market, the grain market etc.). For business
purpose we define a market as people or organizations with wants
(needs) to satisfy, money to spend, and the willingness to spend it
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e The word ‘Market’ is derived from the Latin word ‘Marcatus’

* Meaning merchandise, wares, traffic, trade or a place where business
is conducted.

* The common uses of market means a place where goods are brought
and sold.
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Fig. 4.1: Types of Competiton
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Perfect competition:

* Perfect competition refers to a market structure where competition
among the sellers and buyers prevails in its most perfect form. In a
perfectly competitive market, a single market price prevails for the
commodity, which is determined by the forces of total demand and

total supply in the market.
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» Characteristics of Perfect Competition

» A large number of buyers and sellers
»Homogeneous product

» Free entry and exit

» Perfect knowledge

» Indifference

> Price Takers
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* Equilibrium point:

Equilibrium point refers to a position where the firm
enjoys maximum profits and it has no incentive either to reduce or
increase its output level.

In perfect competition, the firm has to satisfy two
conditions to attain equilibrium.

(a) MR=MC
(b) MC curve should cut the MR curve from below.
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* Prefect competition : The individual firm

The individual firm under the conditions of perfect competition has no
control over the price. It is a passive price taker. In other words, it has
to accept the price as given by market.

The demand curve for the output of individual firm is horizontal line at
the given market price. It is a perfectly Elastic demand curve. The
Price, Average Revenue (AR) and Marginal Revenue (MR) are equal to
each other.
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P price = AR = MR

Quantity Demanded
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* Perfect competition: The Firm and The Industry

* Price is determined by the market forces i.e. demand and supply for
a given product or service. The industry demanded curve normally
slopes downwards .it is because ,it represents the demand from all
consumers and various prices. The industry demand curve is the
downward sloping curve DD.
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* The supply curve SS normally slopes upwards which means that the
producer will offer more quantity to sell at a higher price. It is the
price that determines the quantity demanded and quantity supplied.

* The below diagram shows how the price is determined. DD is the
demanded curve and SS is the supply curve.OP is the price at which
DD and SS intersect each other. At OP, OQ units are supplied and
demanded.
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* Price-output determination in case of perfect competition

SHORT-RUN :

The price and output of the firm are determined, under
perfect competition based on the industry price and its own costs. The
Industry price has greater In Its process because the firm’s own sales
are very small.
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The firm’s demand curve is horizontial at the price determined in the
industry ( MR=AR=Price) . The firm gets higher profits as long as the
price for each units exceeds the Average cost ( AC ) of production.

OC=QD, w
OF =QE, w
OQ=FE, w

NIC

NIC

NIC

nis t
N is t

N is t

ne price
ne Average cost

ne equilibrium output.

Average profit = price — average cost.
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* LONG — RUN:

* In the long run the firm will be in a position to enjoy normal profits
but not supernormal profits. All those firms that are not able to earn at
least normal profits will leave the industry.
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The above diagram shows the long —run equilibrium position of a firm

under perfect competiton.two conditions are to be fulfilled in long-
run.

a. MR=MC
b. AR=AC, and AC must be tangential at its lowest point.

If the market price is below the long —run average cost of

the firm, the firm will have to quit the industry since the industry
have to recover average costs.

Managerial Economics and
lanag _ V.SUNEETHA Friday, May 19, 2023
Financial analysis



A,

QLN Aditya Engineering College (A)
FADITYAY

MONOPOLY

The word monopoly is made up of two syllables, Mono and poly.
Mono means single while poly implies selling. Thus monopoly is a
form of market organization in which there is only one seller of the
commodity. There are no close substitutes for the commodity sold by
the seller. Pure monopoly is a market situation in which a single firm
sells a product for which there is no good substitute.
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Features:

Single person or a firm
No close substitute

Large number of Buyers

Price Maker

Supply and Price

o Uk W E

Downward Sloping Demand Curve
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Equilibrium point:

In Monopoly competition, the firm
has to satisfy two conditions to
attain equilibrium.

(a) MR=MC

(b) MR curve lies below the AR
curve .
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* Price-output determination in Monopoly

The monopolistic firm attains equilibrium when its marginal cost becomes equal
to the marginal revenue. The monopolist always desires to make maximum

profits. He makes maximum profits when MC=MR.

He produces up to that point where additional cost Is equal to the
additional revenue (MR=MC).

That point is called equilibrium point.
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* In the above diagram the quantity supplied or demanded is shown
along X-axis. The cost or revenue Is shown along Y-axis. AC and MC
are the average cost and marginal cost curves respectively. AR and
MR curves slope downwards from left to right. AC and MC and U
shaped curves.

* The monopolistic firm attains equilibrium when its marginal cost Is
equal to marginal revenue (MC=MR). Under monopoly, the MC curve
cut the MR curve from below . In the diagram, the above condition Is
satisfied at point E. At point E, MC=MR. The firm is in equilibrium.
The equilibrium output is OM.
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The above diagram (Average revenue)AR = MQ or OP

(Average cost) AC = MR

Profit per unit = Average Revenue-Average cost
MQ-MR=QR

Total Profit = QRXSR=PQRS

The area PQRS resents the maximum profit earned by the monopoly firm.
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* MONOPOLISTIC COMPETITION

* Edward. H. Chamberlain developed the theory of monopolistic
competition, which presents a more realistic picture of the actual
market structure and the nature of competition.
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* Characteristics of Monopolistic Competition
* Existence of Many firms

* Product Differentiation

* Large Number of Buyers

* Free Entry and Exist of Firms

* Selling costs

* Imperfect Knowledge
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* Price-Output Equilibrium under Monopolistic Competition: Equilibrium
in Short-Run

The short-run equilibrium of a monopolistic competitive organization is
the same as that of an organization under monopoly. In the short run,
an organization under monopolistic competition attains its
equilibrium where marginal revenue equals marginal cost and sets its
price according to its demand curve. This implies that in the short
run, profits are maximized when MR=MC.
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SHORT-RUN:

In short-run Monopolistic competition the firm has to satisfy the
following conditions to attain supernormal profits.

MC = MR
AR < AC

The firm may be in losses when the costs rise or demand decreases.
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* In the short-run the firm is in equilibrium when marginal Revenue =
Marginal Cost. AR is the average revenue curve. MR marginal
revenue curve, MC short-run marginal cost curve, AC short-run
average cost curve, MR and MC interest at point E where output in
OM and price MQ (i.e. OP). When the price (average revenue) is
above average cost a firm will be making supernormal profit. AR is
above AC in the equilibrium point. As AR is above AC, this firm is
making abnormal profits in the short-run. The abnormal profit per
unit is QR, i.e., the difference between AR and AC at equilibrium point
and the total supernormal profit is OR X OM. This total abnormal
profits is represented by the rectangle PQRS.
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LONG-RUN:

A monopolistically competitive firm will be long — run equilibrium at
the output level where marginal cost equal to marginal revenue.

Monopolistically competitive firm in the long run attains equilibrium
where MC=MR and

AC=AR
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OLIGOPOLY

* The term oligopoly is derived from two Greek words, oligos meaning a
few, and pollen meaning to sell. Oligopoly is the form of imperfect
competition where there are a few firms in the market, producing
either a homogeneous product or producing products, which are
close but not perfect substitute of each other.
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Characteristics

e Few Firms

Interdependence

Price Rigidity

Price Leadership

Advertising and selling costs
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* Brand Proliferations

* Non-Price competition

* Innovations

* Collusion

* Indeterminate Demand Curve

* Conflicting attitudes of firms in an Oligopoly industry

Managerial Economics and

i : ) V.SUNEETHA Friday, May 19, 2023
Financial analysis



V4 :\Ilig_l/k\i\% Aditya Engineering College (A)
CADITYAY

* Price-Output Equilibrium under oligopoly market

* An oligopolistic market, firms cannot have a fixed demand curve since
it keeps changing as competitors change the prices/quantity of
output. Since an oligopolist is not aware of the demand curve,
economists have designed various price-output models based on the
behaviour pattern of other firms in the industry
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 Kinked Demand Curve

* In many oligopolist markets, it has been observed that prices tend to
remain inflexible for a very long time. Even in the face of declining
costs, they tend to change infrequently. American economist Sweezy
came up with the kinked demand curve hypothesis to explain the
reason behind this price rigidity under oligopoly.

* According to the kinked demand curve hypothesis, the demand curve
facing an oligopolist has a kink at the level of the prevailing price. This
kink exists because of two reasons:

* The segment above the prevailing price level is highly elastic.
* The segment below the prevailing price level is inelastic.
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* JOINT STOCK COMPANY

* The joint stock company emerges from the limitations of partnership
such as joint and several liability, unlimited liability, limited resources
and uncertain duration and so on. Normally, to take partin a
business, it may need large money and we cannot foretell the fate of
business. It is not literally possible to get into business with little
money. Against this background, it is interesting to study the
functioning of a joint stock company. The main principle of the joint
stock company from is to provide opportunity to take part in business
with a low investment as possible say Rs.1000. Joint Stock Company
has been a boon for investors with moderate funds to invest.
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* Meaning

The word ,, company™ has a Latin origin, com means ,, come together",
pany means ,, bread", joint stock company means, people come
together to earn their livelihood by investing in the stock of company
jointly.
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 Company Defined Lord Justice Lindley explained the concept of the
joint stock company from of organization as ,,an association of many
persons who contribute money or money™s worth to a common stock
and employ it for a common purpose.
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* FEATURES:

1. Artificial person: The Company has no form or shape. It is an artificial person
created by law. It is intangible, invisible and existing only, in the eyes of law.

2. Separate legal existence: it has an independence existence, it separate from its
members. It can acquire the assets. It can borrow for the company. It can sue
other if they are in default in payment of dues, breach of contract with it, if any.
Similarly, outsiders for any claim can sue it. A shareholder is not liable for the acts
of the company. Similarly, the shareholders cannot bind the company by their

acts.

3. Voluntary association of persons: The Company is an association of voluntary
association of persons who want to carry on business for profit. To carry on
business, they need capital. So they invest in the share capital of the company.
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* 4. Limited Liability: The shareholders have limited liability i.e., liability limited to
the face value of the shares held by him. In other words, the liability of a
shareholder is restricted to the extent of his contribution to the share capital of
the company. The shareholder need not pay anything, even in times of loss for
the company, other than his contribution to the share capital.

» 5. Capital is divided into shares: The total capital is divided into a certain number
of units. Each unit is called a share. The price of each share is priced so low that
every investor would like to invest in the company. The companies promoted by
promoters of good standing (i.e., known for their reputation in terms of reliability
character and dynamism) are likely to attract huge resources.

* 6. Transferability of shares: In the company form of organization, the shares can
be transferred from one 1E)erson to the other. A shareholder of a public company
can cell sell his holding of shares at his will. However, the shares of a private

company cannot be transferred. A private company restricts the transferability of
the shares
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e 7.Common Seal: As the company is an artificial person created by law has no
physical form, it cannot sign its name on a paper; so, it has a common seal on
which its name is engraved. The common seal should affix every document or
contract; otherwise the company is not bound by such a document or contract.

e 8. Perpetual succession: ,,Members may comes and members may go, but the
company continues for ever and ever™ A. company has uninterrupted existence
because of the right given to the shareholders to transfer the shares.
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* 9. Ownership and Management separated: The shareholders are spread over the
length and breadth of the country, and sometimes, they are from different parts
of the world. To facilitate administration, the shareholders elect some among
themselves or the promoters of the company as directors to a Board, which looks
after the management of the business. The Board recruits the managers and
employees at different levels in the management. Thus the management is
separated from the owners.
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* 10. Winding up: Winding up refers to the putting an end to the company. Because
law creates it, only law can put an end to it in special circumstances such as
representation from creditors of financial institutions, or shareholders against the
company that their interests are not safeguarded. The company is not affected by
the death or insolvency of any of its members.

* 11. The name of the company ends with “limited”: it is necessary that the name
of the company ends with limited (Ltd.) to give an indication to the outsiders that
they are dealing with the company with limited liability and they should be
careful about the liability aspect of their transactions with the company.
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* Formation of Joint Stock Company
* There are two stages in the formation of a joint stock company. They are:

 (a) To obtain Certificates of Incorporation

* (b) To obtain certificate of commencement of Business Certificate of
Incorporation:

* The certificate of Incorporation is just like a ,, date of birth™ certificate. It
certifies that a company with such and such a name is born on a particular
day. Certificate of commencement of Business: A private company need
not obtain the certificate of commencement of business. It can start its
commercial operations immediately after obtaining the certificate of
Incorporation..
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* The persons who conceive the idea of starting a company and who organize the
necessary initial resources are called promoters. The vision of the promoters
forms the backbone for the company in the future to reckon with. The promoters
have to file the following documents, along with necessary fee, with a registrar of
joint stock companies to obtain certificate of incorporation:

* (a) Memorandum of Association: The Memorandum of Association is also called
the charter of the company. It outlines the relations of the company with the
outsiders. If furnishes all its details in six clause such as (ii) Name clause (ll)
situation clause (iii) objects clause (iv) Capital clause and (vi) subscription clause
duly executed by its subscribers.

Managerial Economics and
lanag : V.SUNEETHA Friday, May 19, 2023
Financial Analysis



e . . .
,fw P %‘\ Aditya Engineering College (A)
SADITYAY

* (b) Articles of association: Articles of Association furnishes the byelaws or internal
rules government the internal conduct of the company. (c) The list of names and
address of the proposed directors and their willingness, in writing to act as such,
in case of registration of a public company. (d) A statutory declaration that all the
legal requirements have been fulfilled. The declaration has to be duly signed by
any one of the following: Company secretary in whole practice, the proposed
director, legal solicitor, chartered accountant in whole time practice or advocate
of High court. The registrar of joint stock companies peruses and verifies whether
all these documents are in order or not. If he is satisfied with the information
furnished, he will register the documents and then issue a certificate of
incorporation, if it is private company, it can start its business operation
immediately after obtaining certificate of incorporation
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 ADVANTAGES The following are the advantages of a joint Stock Company

1. Mobilization of larger resources: A joint stock company provides opportunity for
the investors to invest, even small sums, in the capital of large companies. The
facilities rising of larger resources.

2. Separate legal entity: The Company has separate legal entity. It is registered
under Indian Companies Act, 1956.

3. Limited liability: The shareholder has limited liability in respect of the shares
held by him. In no case, does his liability exceed more than the face value of the
shares allotted to him.

4. Transferability of shares: The shares can be transferred to others. However, the
private company shares cannot be transferred.
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5. Liquidity of investments: By providing the transferability of shares, shares can be
converted into cash.

6. Inculcates the habit of savings and investments: Because the share face value is
very low, this promotes the habit of saving among the common man and mobilizes
the same towards investments in the company.

7. Democracy in management: the shareholders elect the directors in a democratic
way in the general body meetings. The shareholders are free to make any
proposals, question the practice of the management, suggest the possible remedial
measures, as they perceive, The directors respond to the issue raised by the
shareholders and have to justify their actions.

8. Economics of large scale production: Since the production is in the scale with
large funds at
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9. Continued existence: The Company has perpetual succession. It has no
natural end. It continues forever and ever unless law put an end to it.

10. Institutional confidence: Financial Institutions prefer to deal with
companies in view of their professionalism and financial strengths.

11. Professional management: With the larger funds at its disposal, the
Board of Directors recruits competent and professional managers to handle
the affairs of the company in a professional manner.

12. Growth and Expansion: With large resources and professional
management, the company can earn good returns on its operations, build
good amount of reserves and further consider the proposals for growth
and expansion.
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* DISADVANTAGES

1. Formation of company is a long drawn procedure: Promoting a joint stock
company involves a long drawn procedure. It is expensive and involves large
number of legal formalities.

2. High degree of government interference: The government brings out a number
of rules and regulations governing the internal conduct of the operations of a
company such as meetings, voting, audit and so on, and any violation of these
rules results into statutory lapses, punishable under the companies act.

3. Inordinate delays in decision-making: As the size of the organization grows, the
number of levels in organization also increases in the name of specialization. The
more the number of levels, the more is the delay in decision-making. Sometimes,
so-called professionals do not respond to the urgencies as required. It promotes
delay in administration, which is referred to ,,red tape and bureaucracy".
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4. Lack or initiative: In most of the cases, the employees of the company at
different levels show slack in their personal initiative with the result, the
opportunities once missed do not recur and the company loses the revenue.

5. Lack of responsibility and commitment: In some cases, the managers at
different levels are afraid to take risk and more worried about their jobs

rather than the huge funds invested in the capital of the company lose the
revenue.

6. Lack of responsibility and commitment: In some cases, the managers at
different levels are afraid to take risk and more worried about their jobs
rather than the huge funds invested in the capital of the company. Where
managers do not show up willingness to 59 take responsibility, they cannot

be considered as committed. They will not be able to handle the business
risks
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Classification of companies

Incorporation Liability of members Number of members
X Chartered companies. - Companies with liabilities 1. Public companies.
2. Statutory companies. limited by shares. 2. Private companies.
3. Registered companies. 2. Companies with liabilities
limited by guarantee.
3. Companies with unlimited
liabilities.
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1.Chartered companies

These are those which are incorporated by a Royal Charter. Some of the
biggest companies like the East India Company were formed by the Royal

Charter in England.

2.Statutory companies

These are those incorporated under a special act passed either by the
parliament or the state legislature. In India, we find these companies in the
field of public enterprises or public utility services. The RBI, SBI, IFC are

such companies in India.

3.Registered companies

These are those formed and registered under the Indian Companies act of
1956.
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Companies limited by shares

A limited company is one in which the liability of the members is limited. Most of
the registered companies are companies limited by sharers. It must have a share
capital and the members know of their liability in the company in which they are
members.

Companies limited by guarantee

Companies limited by guarantee is a company in which the liability of the
shareholders to contribute to the assets of the company in the event of the
company being wound up, is limited by its memorandum of association. This may
or may not have a share capital. These are not formed for the purpose of profit
but for the promotion of art, science, culture, charity, sports, commerce etc.
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Unlimited companies

A company not having any limit on the liability of its members is
termed as unlimited company. In this class of companies, the
liabilities of the shareholders depend upon the debts incurred by the
company.
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Private company

As per section 3 (lll) of the Companies Act, a private company means a company
which has a minimum paid up capital of one lakh rupees or such higher capital as
may be prescribed by its articles.

(a) restricts the right to transfer its shares
(b) limits the members to fifty and

(c) prohibits any invitation to the public to subscribe for any shares or debentures
of the company. It must raise its capital only from its members or a bank or other
financial institutions.
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Public company

Section 3(lll) defines it as one which is not a private company and
which has a minimum paid capital of five lakh rupees or such higher
paid up capital as may be prescribed.. There must be atleast seven
persons to form a public company.
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Conversion of a Private company into a public company
Conversion by default.
Conversion by choice
Conversion by default

When Private company makes a default in complying with any of the provisions of
section 3(1) (Ill) of the Act, the company ceases to be entitled to the privileges
and exemptions available to it. Then the whole act would apply to it as if it were a
public company.

Conversion by choice

A private company can be converted into a public company by a special resolution
altering the articles so as to remove all or any restriction imposed on private
companies under 3(1) (lll) of the Act
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* PUBLIC ENTERPRISES

* Public enterprises occupy an important position in the Indian economy. Today,
public enterprises provide the substance and heart of the economy. Its
investment of over Rs.10,000 crore is in heavy and basic industry, and
infrastructure like power, transport and communications. The concept of public
enterprise in Indian dates back to the era of pre-independence. Genesis of Public
Enterprises In consequence to declaration of its goal as socialistic pattern of
society in 1954, the Government of India realized that it is through progressive
extension of public enterprises only, the following aims of our five years plans can

be fulfilled.
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* Higher production

* Greater employment

* Economic equality, and

* Dispersal of economic power

* The government found it necessary to revise its industrial policy in 1956 to give it
a socialistic bent
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Need for Public Enterprises

* The Industrial Policy Resolution 1956 states the need for promoting public
enterprises as follows:

1. To accelerate the rate of economic growth by planned development

2.To speed upl; industrialization, particularly development of heavy industries and
to expand public sector and to build up a large and growing cooperative sector.

3.To increase infrastructure facilities

4 To disperse the industries over different geographical areas for balanced regional
development .To increase the opportunities of gainful employment

5. To help in raising the standards of living

6.To reducing disparities in income and wealth (By preventing private monopolies
and curbing concentration of economic power and vast industries in the hands of a
small number of individuals)
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Achievements of public Enterprises
The achievements of public enterprise are vast and varied. They are:
1. Setting up a number of public enterprises in basic and key industries

2. Generating considerably large employment opportunities in skilled, unskilled,
supervisory and managerial cadres.

3. Creating internal resources and contributing towards national exchequer for
funds for development and welfare.

4. Bringing about development activities in backward regions, through locations
in different areas of the country.
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e 5. Assisting in the field of export promotion and conservation of foreign
exchange.

* 6. Creating viable infrastructure and bringing about rapid industrialization
(ancillary industries developed around the public sector as its nucleus).

e 7. Restricting the growth of private monopolies
8. Stimulating diversified growth in private sector

* 9.Taking over sick industrial units and putting them, in most of the vases, in order,
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* 10. Creating financial systems, through a powerful networking of financial
institutions, development and promotional institutions, which has resulted in
social control and social orientation of investment, credit and capital
management systems.

* 11. Benefiting the rural areas, priority sectors, small business in the fields of
industry, finance, credit, services, trade, transport, consultancy and so on.
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* Forms of public enterprises

* Public enterprises can be classified into three forms:

a) Departmental undertaking
b) Public corporation

c) Government company
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DEPARTMENTAL UNDERTAKING

* This is the earliest from of public enterprise. Under this form, the affairs of
the public enterprise are carried out under the overall control of one of the
departments of the government. The government department appoints a
managing director (normally a civil servant) for the departmental
undertaking. He will be given the executive authority to take necessary
decisions. The departmental undertaking does not have a budget of its
own. As and when it wants, it draws money from the government
exchequer and when it has surplus money, it deposits it in the government
exchequer. However, it is subject to budget, accounting and audit controls.
Examples for departmental undertakings are Railways, Department of
Posts, All India Radio, and Doordarshan, Defence undertakings like DRDL,
DLRL, ordinance factories, and such.
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PUBLIC CORPORATION

e Having released that the routing government administration would not be able to
cope up with the demand of its business enterprises, the Government of India, in
1948, decided to organize some of its enterprises as statutory corporations. In
pursuance of this, Industrial Finance Corporation, Employees™ State Insurance
Corporation was set up in 1948. Public corporation is a , right mix of public
ownership, public accountability and business management for public ends™. The
public corporation provides machinery, which is flexible, while at the same time

retaining public control.
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GOVERNMENT COMPANY

* Section 617 of the Indian Companies Act defines a government company as “any
company in which not less than 51 percent of the paid up share capital” is held by
the Central Government or by any State Government or Governments or partly
by Central Government and partly by one or more of the state Governments and

includes and company which is subsidiary of government company as thus
defined”.
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* A government company is the right combination of operating flexibility of
privately organized companies with the advantages of state regulation and
control in public interest. Government companies differ in the degree of control
and their motive also. Some government companies are promoted as

* 1. industrial undertakings (such as Hindustan Machine Tools, Indian Telephone
Industries, and so on)

e 2. Promotional agencies (such as National Industrial Development Corporation,
National Small Industries Corporation, and so on) to prepare feasibility reports for
promoters who want to set up public or private companies. Agency to promote
trade or commerce. For example, state trading corporation, Export Credit
Guarantee Corporation and so such like.
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* 3. A company to take over the existing sick companies under private
management (E.g. Hindustan Shipyard)

* 4. A company established as a totally state enterprise to safeguard
national interests such as Hindustan Aeronautics Ltd. And so on.

* 5.Mixed ownership company in collaboration with a private consult to
obtain technical know how and guidance for the management of its
enterprises.(e.g. Hindustan Cables)
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* Cooperative society

cooperative society is one form of Business. Such societies have unique features of
joint ownership and democratic leadership.

A cooperative society is not a new concept. It prevails in all the countries, this is
almost a universal concept. The cooperative society is active in all countries
worldwide and is represented in all the sectors
including agriculture, food, finance, healthcare, etc.

To protect the interest of weaker sections, the co-operative society is formed.

“It is a voluntary association of persons, whose motive is the welfare of the
members.”
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Features

e Asitis a voluntary association, the membership is also voluntary. A person is free
to join a cooperative society, and can also leave anytime as per his desire.
Irrespective of their religion, gender & caste, membership is open to all.

It is compulsory for the co-operative society to get registration. The co-operative
society is a separate legal identity to the society.

It does not get affected by the entry or exit of its members.

* There is limited liability of the members of co-operative society. Liability is limited
to the extent of the amount contributed by members as capital.
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* An elected managing committee has the powers to take decisions.
Members have the right to vote, by which they elect the members
who will constitute the managing committee.

* The cooperative society works on the principle of mutual help &
welfare. Hence, the principal of service dominates it’s working. If any
surplus is generated, it is distributed amongst the members as a
dividend in conformity with the bye-laws of the society.
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* Advantages of a cooperative society are:-
* 1. Easy to Form

e 2. Open Membership

* 3. Democratic Management

e 4. Limited Liability

5. Stability

* 6. Economical Operations

* /. Government Patronage
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* 8. Low Management Cost
* 9. Mutual Co-Operation

* 10. No Speculation

* 11. Economic Advantages
* 12. Service Motive

* 13. Internal Financing

* 14. Income Tax Exemption
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Dis Advantages of a cooperative society are:-

1.Limited Capital

2. Inefficient Management

3. Absence of Motivation

4. Differences and Factionalism among Members

5. Rigid Rules and Regulations
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6. Lack of Competition
7. Cash Trading

8. Lack of Secrecy
9. Weight age to Personal Gains
10. Lack of Incentive and Initiative
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EWLIGHTENS THE NESCIENCE

Thank you
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