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 A government-owned corporation is a legal entity that undertakes 
commercial activities on behalf of an owner government.  

 
 Their legal status varies from being a part of government to 

stock companies with a state as a regular stockholder.  
 
 There is no standard definition of a government-owned 

corporation (GOC) or state-owned enterprise (SOE), although the 
two terms can be used interchangeably.  

 
 The defining characteristics are that they have a distinct legal 

form and they are established to operate in commercial affairs. 
 
  While they may also have public policy objectives, GOCs should 

be differentiated from other forms of government agencies or 
state entities established to pursue purely non-financial 
objectives. 
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1) REGISTRATION:- 

 The government company gets incorporated under the Companies Act,1956.All the 
provisions of this act are  applicable on a government company. 

1) OWNERSHIP:- 

 The government company is wholly or partly owned by  the government. The share capital 
of these companies is owned by the government of India in the name of the president. 

1) MANAGEMENT:- 

The government company is managed by the Board of Directors ,who are nominated by the 
government & other shareholders. 

1) SEPARATE LEGAL ENTITY:- 

The government company has a separate legal entity. It can thus buy & sell property in its 
own name. 

         

 



MINISTERIAL CONTROL:- 

  A government company is subject to ministerial control. The  concerned  
ministry makes appointments of directors. 

         FINANCIAL AUTONOMY :- 

 The government company enjoys borrowing powers. It can raise capital by issue 
of various securities. 

          ACCOUNTABILITY:- 

The government companies are accountable to the ministry or the department 
concerned. Its annual report is presented & discussed in the parliament or state 
assembly. 
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 ADMINISTRATIVE AUTONOMY:- 

 The company is relatively free from government & political interference .It can 
function independently & smoothly. 

 

 GREATER FLEXIBILITTY:- 

 The government company is managed, financed and audited just like any other 
private company. It thus has greater flexibility. 

 

 EFFICIENT STAFF:- 

 The government company can have its own rules and regulations for the 
recruitment & remuneration of employees. They  can appoint professionals and 
specialised people. 

 

    COLLABORATION:- 

It can also avail & accommodate managerial skills technical know-how of the privet 
enterprise by collaborating with it. 



Lack of Autonomy: 

  Government companies though autonomous bodies, but can not take any decision 
without taking permission from government.  

Political Interference:  

 Government companies are suffering from interference by political parties & political 
leaders. With the change in government, constitution of Board changes & this affect the 
working adversely.  

  Lack of Motivation: 

  The Directors other officers of Government company are least interested operational 
activities of government company. They get fixed remuneration without any share in the 
profit or without any responsibility for losses. 

Poor labour management relations:  

 The government companies suffer from the problem of poor labour management 
relations. This is due to inefficient management and also due to selfish and militant trade 
unions.. 
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