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33.0 OBJECTIVES

After studying thisunit you shouldsbe ableto:

e definelineagencies
e explain the structure and features of government departments
@ explainthe basesfor the formation of departments
e describethefeaturesof publiccorporations; and
distinguish between departmentsand corporations.

33.1 INTRODUCTION

InUnit 32you havelearnt that the chief executive constitutesthetopmost point of the
administrativestructure of a government and ishelped by some organisationsor
agenciesin hiswork. These organisationsor administrative agencies are divided into
threecategoriesnamely (i) line agencies, (ii) staff agencies, and (iii) auxiliary agencies,
dependingupon the nature of work performed by them. Those administrative agencies
or units, which directly carry out thefenction of achieving the very purpose o the
government organisation, make decisions, and direct, supervise and command are
calledlineagencies”. Those agencieswhich help, adviseand assist theline agenciesin
carrying out their work are called "' staff agencies™ and those which provide common,
house-keepingservicestoall other agenciesarecalled as'auxiliary agencies. You have
aready read in Unit 32that the Departmentsof Health, Defence, Education, Railways,
etc., areexamplesof 'line' agenciesaf the government of India. The Planning
Commission and Union Public Service Commission are examplesof 'staff' agencies.

Thisdistinction between 'line' and 'staff' agencieswas developed first in military
administration. In military, right from theCommander-in-Chief tothesoldier who are
directly involvedin the military operations arecalled'line’ units. But there are other
unitswhich supply food, clothing, armsand ammunition, carry on spying operations,
build bridges and roads, and provide medica and nursingaids, but whodo not take part
in actual fighting with the enemy, are called 'staff units. Thisdistinction of 'line' and
'staff' has been borrowed from military administration and applied usefully in civil or
Public Administration. In thisunit wewill study two typesof theline agencies, i.e.,
Government Departments and Public Corporations. In the next unit we will study the
'staff' and ‘auxiliary' agencies,

3.2 LINEAGENCIES—FEATURES

Beforewe proceed to study the departmentsand'corporations, let us understand the
meaning of lineagenciesor 'line units. In the Government of India, Ministry of
Railwaysisa-major Department. Itsprimary functionis to run the passenger or goods



trains between different points. Right from the Railway Minister to the engine driver
all thosewho areinvolved in the running of trainsare 'line' agencies. But to carry out
this primary task, it isnecessary to build railway stations, recruit the personnel, lay
down and protect the railway tracks, purchase rolling stocks, keep accounts and
perform anumber of other activities. These activitiesare secondary functionsand are
carried out by the 'staff' unitslike Railway Recruitment Board, Railway Training
College, Railway PoliceService, Railway Construction Divison, etc. Primary functions
are an end inthemselveswhereasthe secondary functionsarethe meansto achievethe
primary functions/objectives. Primary-functions are carried out by 'line’ agenciesand

secondary ones by 'staff' agencies.

In order to carry out the major primary functionsof the Government a number of
departmentsor administrative agenciesareestablisircdin every administrativesystem.
These agenciesare called 'line agencies because they are directly concerned with the
execution or fulfilment of the primary objectives of the Government. In order to
implement the programmes sanctioned by the legislative authorities they make al
important decisions and issue orders. They are responsible for controlling, regulating,
directing and commanding the administration. They come frequently into direct
contact with the people, deal with the citizens and provide servicesto the community.
They have the power and authority. The basic responsibility of carryingout the
functionsof the Government liesonthem. Theseagenciesare, therefore, called 'line
agencies. Department of Education and-Department of Health, Indian Airlines
Corporation, Life Insurance Corporation, Central Board o Customsand Exciseare
some examplesof theline agenciesof the Government of India. They are directly
responsiblefor carrying out specific primary objectivesof the Government in their own
sphere.

Features of Line Agencies

Wehaveseen that 'line agencies' arethoseadministrative unitsor organisationswhich
aredirectly carrying out the major/primary functions of the Government. In order to
understand the concept of line unitsmore clearly let ussee what are their salient
features.

Carries Qut the Mgjor or Primary Objective of Organisations

Firstly, lineagencies/units arecarrying out the major, primary or substantive objectives
for which an organisation is established. For exampleimparting education through
teachingisthe major function for which any university is established. Teaching
Departments are directly carrying out thisobjective and therefore, they arethe'line
units of aUniversity. Rut accountsdepartment, examination department or library are
not directly teaching or imparting education and therefore they may betermed as
"staff" or "auxiliary' units and not line units.

Authority to make Decisions

Secondly, line units havethepower and authority to make decisions, issue ordersand
control, direct and command the administration under them. They arein onechain of
command. For example in the Police Department right from the Inspector General of
Polige tothepoliceconstable all areinvolveddirectly, with themaintenance of law and
order. They areall in onelineof command. But the Police Training College isnot aline
unit becauseit isoutsidetheline of command and therefore, it isa'staff unit of the
Home Department.

Responsiblefor Execution of Government Programmes

Thirdly, line units are responsiblefor the execution of government policiesand

implementation of programmes sanctioned by the legislativeor executiveauthorities.
Entire policy executionisfinally their responsibility. They makedecisions,issueorders
and command and direct the administration.

Directly in Contact with People

Fourthly, lineagenciesdirectly deal with the peopl e, come into contact with thecitizens
andprovidethemthe.services e.g. ateacher teachesthestudents, a policeman protects
acitizen, adoctor looksafter thehealth of thecitizenetc. Smilarly inthegovernment,
the Education Department, Health Department or Agriculture Department diréctly
providesservicesto the concerned neople,

Line Agencles
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Directly under the control of Chief Executive

Fifthly, line agencies aredirectly under theline of control and supervision of the chief
executive. They are asoresponsibleto the chief executive and to the legislature,
e.g., Head of aGovernment Department isaMinister whoisdirectly responsibletothe
PrimeMinister and alsoto the Parliament. Similarly theBoard o Directorsof aPublic
Corporation is directly responsibleto thegovernment and Parliament.

In general, there are three typesof line agencieswhich mainly carry out the work of
administration in most countries o the world. They are Government Departments,
Public Corporations and Independent Regulatory Commission (I.R.C.). Thel.R.C.
are mainly established in Americadue toitsspecial constitutional set up and political
ideology. The departments and corporations are found everywhere, in India, in U.X.,
in U.S.S.R. andin dmost all countriesof theworld. In the next part of this unit you will

study about the departmentsand public corporations.

33.3 GOVERNMENT DEPARTMENTS

Dictionary meaningof the word 'department’ is'a part or aportion of alarger whol€.
In administration the whole work of a government isdivided into.different parts and
carried out through very big unitsaf administration which arecalled ‘departments’. For
example, thereisaDepartment of Education, Department of Defence, Department of
Health, etc. Most of thework of the Government is carried out by different
departments. Wecan, therefore, say that the departmentsare the most important and
primary unitsof theadministrative system of acountry. Generally the departmentsare
very big. They work directly andimmediately under thecontrol o the chief executive.

In al the countries of theworld, the major work of a Government isdone through
‘departments. It isthe oldest system o doing the work of a Government. In ancient
and medieval timesalso the kings used to divide their work into departmentsand
entrust each department to different officialse.g. a'Senapati’ incharge of the defence
forcesor a ‘Faujdar’ incharge of Policeforce of a"Khgjanchi** incharge of ‘Khajana’ or
Treasury or ‘Bhandarpal’ incharge of the '‘Bhandar' (stores and supplies work). In
order toeffectivelycarry out theentirework of any government it is necessary that the
work must be dividedinto different parts or sections. When the work is divided, then
different areas of work have to be carried out by different agencies and therefore,
automatically thedepartmental syssem comesintoexistence. In modern times thework
of thegovernment isincreasingand, therefore, the departments are becoming more
and more important as unitsdf administration.

Who establishesa Department?

We have seen that theDepartments are immediately below and directly responsibleto
the chief executive. But the organisation d reorganisation of the Departments is not
adwaysthe responsibilityof the chief executive. For example, in Americathe
departmentsarecreated and established by thelegislaturei.e., theCongress; in Russa
the establishment or reorganisation of the departmentsrequire an amendment to the
Constitution. Butin England and Indiathe chief executive i.e., the PrimeMinister can
establish and reorganise the departments as per his/her will or convenience,

Typesof Departments

All departments are equally important in administration but according to their nature’
of work, sizeand internal structure they can be divided into different types.

1) Large and Small Departments

On the basisof thesized the departments, we can say that there aresome large
departmentsand some small departments. Department d Railways, Department of
Financeor Department o Defenceareexamplesof largesize departments whereasthe
Department of Atomic Energy isasmall department.

2) Old and New Departments

In any government, some Departments are very old, that isthe Departmentswhich
have been existingfor avery long time likethe Treasury Department of U.K. or the



Finance Department in India. But there are some new departments established due to Line Agencies

new activitiesdf the Government like Civil Service Department in U.K. or Human
Resource Development Department in India.

3) Single-Function or Multi-Function Departments

There are some departmentswhich are built around a single compact function like the
Department of Defence or Education. There are other departments which have many
sub-divisionscarrying many different functionslike the Department of Home Affairs

or the Department of Food, Agriculture and Cooperation.

4) Operating or Coordinating Departments

Depending upon the natureof work performed, the departments which carry out actual
operational duties, likePostal Department are called Operating Departments; whereas
those departments which have only coordinating duties like Panchayati Raj
Department or General Administration Department are called ‘coordinating

departments.’

Similarly there aresomedepartments likethe Finance Department which have most of
their work concentrated at the headquartersonly whereas there are other departments
like Post and Telegraph Department which have towork through subordinateand ficld
offices spread al over the country.

Salient Features of the Departments

. Departmental system istheoldest and most important method of doing thegovernment
work. For thousands of years most of the work of the government is done by the

departments only. Following are theimportant features of a Government Department.

e Generally, the departmentsare the largest unitsof administration.

@ Departmentsare oldest and most traditional unitsof administration.

e Departmentsare just below the chief executive in the administrative hierarchy.

e Departmentsare directly responsible to the chief executive or the nearest to him.

Each department is under the direct control and supervision of the head of the
department, who isincharge of the day-to-day administration of hisdepartment. In
India, each department is under the control of aMinister, who is appointed by and
responsible to the Prime Minister.

Departmentsare responsible to both the Executive and Legidature. Its day-to-day
administration is controlled by a Minister and its policiesare decided by the Cabinet
and Parliament. Thus through the Parliament, the departmental administration is
responsible and answerable to the people.

Inthe Departments, the head of the department isaMinister (politician) who represents
the will of the people. Below him there are civil servantswho are experts and
experienced administrators. They have to carry out the decisionsand orders. Thusin
the departments politicians and civil servantsjointly carry out the administration of the
country. In adepartment thereis both popular public control over administration as
well ascontrol isby trained, skilled and specidlist civil servants. But theseclements are
very well combined in a department.

Departmental system issimple, convenient and easy to understand for the common
people. It asoensure public control over administration. Therefore, most of the
countries prefer departmental system of administration only.

3.4 BASESOFDEPARTMENTATION

We have seen that departmentsarc the largest, oldest and most important units of
administration through which most of thework of thegovernment iscarried out. L et us
now study how a department isformed and what the basesor principlesaf the
formation of deparfmentsare.

In order to carry out the administration efficiently it is necessary to divide the work of
government. Greek philosopher Aristotle had suggested two alternatives for division 21



Concepts in Organisations - 1Tk

22

of work namely, accordingto, personsor classesand according to servicesto be
provided.

According to Luther Gulick, in the modern timeswe can observethat there are four

principlesor basesof theformationd departments atout which you havereadinsome
earlier units. They are purpose, process, personsand place. Luther Gulick calsit ‘4
P*? formula. We will discuss about each in brief.

purpose
In many countries adepartment isformedfor a particular purpose or function of the
government. There aremany functionswhich thegovernments haveto perform. These
functionshave to be identified and for each function aseparate department is
established. For example'to defend thecountry', aDefence Department i sestablished,
tolook after thehealth of the people, aseparate Health Department isestablished and
to provide education to the people’ an Education Department isestablished. In many
countries maximumnumber d departments are established on the basisof purpose
only. Itis the easiest and most common and efficient principled the formation of
departments. It avoids duplication and overlappingdf work and itissimpleto
understand. Common citizenscan easily say which work is being done by which
Department if they are formed for specific purpose and for performing specific
functions.

Process

Processmeans atechniqueor skill or aprofessond aspecialiscd nature. For example
accounting, typing, stenography, engineering, legal adviceetc. are some of the
processes which are commonly needed in dl government organisations. All
organisations need typingand stenography, buildings, legal advice, or accounting.
These processes cut across all departments and other government agencies. In some
countries, therefore, separate departmentsare established on the basisdof different
processes. For example aLaw Department, or a Public Works Department, or an,
Accounts Department isestablished which can servedl the other departments and
fulfil their specialised needs. But there are only afew departments which are based on
‘process If thedepartmentsareestablished on thebasisof processthen, speciaisation
and uptodate technical skill can be made availableto all, there will be maximum
economy and better coordination and uniformity in administration. At thesametime
therewould be arrogance and superiority complex and narrow mindedness amongst the
staff of the process-based departments. In any case there are few departments which
areformed on the basisdf 'process’ in al countries.

Persons

In every society there are some personsor groupswhich have special and distinct
problemsand they need some special services. For exampletherearerefugees, tribals,
scheduled castes and backward classes, handicapped people or pensionersetc. Insome
countries a few government departments are specialy established for looking after dl
the problemsof some specificgroup or persons, The Rehabilitation Department,
Tribal Welfare Department, Pensioner's Department or Social Welfare Department,
Labour Department etc. are examples of those departmentswhich are established on
the basisof 'persons. It becomesvery easy and simplefor the concerned group or
persons to approach such departments and these departments cap also efficiently
providedl types of servicestothem in a systematic and coordinated way, But due to
the establishment ofspecial departmentsfar special group of people these groups
develop vested interestsin them and work as a'pressure group' in administration. In
.many countries a few departments are, however, created on the basisof groupsor

persons.

Place

| nevery country thereissome area, territory or regioﬁ which needs some special
attention, some specificservicefrom the government because there are some specific
or distinct problems of eachsuch areaor place. Thereforespecial areaor placeistaken
as basisof formation of adepartment for that particular area. The best example d such
aDepartment before | ndependence was the'Department of Indian Affairs inthe
British Government. And even now there isa department dealing with Scotland,
another dealing with Ireland in Britain. Foreign Affairs Department of the
Government of Indiaisoneexampled such departments. Many of the departmentsare
divided into divisonswhichlook after different geographical areas or regions. For



examplethe Railway Department hasseveral regional divisionslikeWestern Railway, Line Agencles

Central Railway, Southern Railway, South Central Railway etc. InIndiawe havevery
few departments created for some specificarea or place.

We havethusseen that there arefour principlesor bases namely purpose, process,
personsor place, which are used for establishment of departments. Each one of the
principleshas someadvantagesand disadvantages. The natural questionwhich arisesis
that which basisshould be considered as the best for formation of adepartment? It is
very difficult togivean answer to thisquestion. Infact, thedepartments are not formed
on any onesingle principle. All thefour principlesare used in the formation of
departments. Keeping in view administrative convenience, socio-economicand
political conditions, the departmentsare established by making use of dl the four
principles of departmentalisation. No one principleisthe best. All the four bases are
complementary to each other and al are used in dl the countriesfor the formation of

...........................

* departments.
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33.5 PUBLIC CORPORATIONS

Public Corporation isthesecond typed lineagencies. We haveseen that departments
aretheoldest, largest and most popular unitsof administration throughout theworld.
But when the departments are not useful for the execution of many new functions of
the modern governmentsthen corporations are created. I n recent years modern
governments have to undertake many economic, financial and commercial functions.
Departments are not suitable to carry out such new functionsand, therefore, public
corporationsare established in many countries. Public Corporations areinsitutional
inventionsaf the20th century. The necessitiesand compl exitiesof the modern age has
given birth to public corporations. Let usseewhy public corporations have become
necessary.

33.5.1 Reasonsbehind the Riseof Public Corporations
Increase in WelfareFunctionsof the State

Themodernstateiswelfarestate. They havetolook after thewelfareof al the people.
Statehastowork inal aspectsd human life, political,socia and economic. Asaresult
the welfare functionsd modern state have tremendously increased. All thefunctions
cannot to carried out by the departments. New administrativeinstitutions haveto be
created to carry out new functions. Therefore public corporation are established for
some specia purposes.

Reault of Industrialisation

In modern timesindustrialisationand urbanisation israpidly taking place. Evenin our
own country we see that new industriesare comingup in placesaround usand citiesarc
growing at rapid speed. In such asituation it becomesnecessary for the government to
regulate the industriesand business. Sometimes the state has to take up some of them
directly into itsown hands. Thisisdone to providegood services to the people at
reasonable prices. For such businessand industrial activitiesthe Public Corporations
are established. Both for the development of industriesand also for running the
government industries the public corporationslike Industrial Finance Corporation or
Industries Development Corporation etc. are established.

To provide BasicServicesto the People

In al the countries governments have to providesome basic services to the people at
reasonabl e prices. One exampleisthat of busservice. This basic Iransport serviceis
taken up by the government for the benefit of the people. Thisfunction of running a
transportsystem requires businessskill, flexibility and quick decision making. For such
functions public corporationsare established. We have Road Transport Corporations
inall thestateslikeMaharashtraState Road Transport Corporation or Andhra Pradesh
State Road Transport Corporation etc. We also have Electricity Supply Corporations
in many states.

Dueto Nationalisation

If some businessor industry is not workingin the publicinterest then, government takes
over itsownership. Thisis Nationalisation. Nationalisationis considered as a step
towardssocialism. Our objectiveisto have asociadistic pattern of society. Insurance
Business, Air Servicesetc. were nationalised by Prime Minister Jawaharlal Nehru
and the Banks were nationalised by Mrs. Indira Gandhi. In order to run these
nationalised industries or businessPublic Corporationslike Life Insurance
Corporation, Air Indiaand Indian AirlinesCorporation etc. have been established.

We have seen that modern governmentshave to undertake new, economic,
commercial or industrial functionsfor thewelfareand serviceof the common people.
Many times industries are nationalised and run by the government. Government
departmentsare not suitable for carrying out these new functions. Because these
functionsshould berunlikeitisrun by abusinessmanor anindustrialist. It requires
businessskill, quick decision making, flexibility and autonomy. These thingsare not
possiblein adepartmental system. Therefore public corporations are established.
Corporationscan run thesefunctions better, because they have altogether a different
structure from the departments. They havemorefreedomin decision making and more
flexibilityin the day-to-day workingthan thedepartments. L et usnow try to understand
the origin and salient featuresd the public corporations.



Origin of Public Corporations

A Public Corporation is normally established when government undertakes business
industries or commerce. A public corporation isowned by the government. Its
management islikeaprivate corporation. Only differenceisthat aprivate corporation
isowned by private sharehol ders whereas public corporations are owned by the
government. In fact theideaof public corporation hasbeen borrowed by thesuccessful
working of privately owned corporationsonly. In private corporationsmoney is
invested by shareholdersand individuals but the management is done by a Board of
Directors. ThisBoard iselected by the shareholders and it is the responsibility o the
Board to manage the corporation effectively,make day-to-day decisionsand earn
profit for theshareholders. I tisultimatel yresponsible to theshareholdersand it hasto
submit annual reportstothem. But in the day-to-day administration of thecorporation
theBoard hasalot of freedom. Shareholdersdo not interferein thedaily routinework
of the Board. Thisis known as autonomy of the Board of Directors. I n western
countriesthe privatecorporationsarevery successful in doingthe business. Therefore,
thisidea was taken up by the governments of western countries, when they wanted to
undertake business type of functions. Public Corporationsfirst came into existencein
England and then they were established in other European countries. When
government o Indianationalised Lifelnsurance business, it established the Life
Insurance Corporation. Similarly Indian Airlines Corporation, Food Corporation of
India, Damodar Valley Corporation, Industrial Finance Corporation, Central
Warehousing Corporation and anumber of other Corporationswereestablished. State
governments have also established corporationsfor anumber of activities like Road
Transport, Industrial Development, Electricity Supply, Development of tribals and
backward classes and backward regionsetc. For examplein Maharashtra, there areas
many as 27 public corporations, they are established from time to time by thestate
government.

352 Featuresof Corporations

Wehaveseen that today thereare many public corporations established by central and
state governmentsin our country. Let ustry to understand the special featuresof the
public corporations which make it so useful for businesstype of functionsd the
government.

Qwnership of Government

Public Corporations are owned by the government, which investsmgney and
establishes them for some specific purpose. Money invested in public corporationis
public money. That iswhy they are called 'public corporations.

Management by a Board

Each public corporation is managed b, a Board of Directors. The Chairman and
membersof theBoard are appoirited by thegovernment. TheBoardisresponsible for
the day-to-day management of the corporation. It makes the routine decisions and
implementsthosedecisions. |t hasautonomy in the day-to-day administration, but the
broad policy directions are given by the government from time totime. Board has
freedom withinthose broad policy directives. It has to submit annual reports, audited
accountsetc. to the government. Board isthus responsible to the government and
Parliament. We can say that indirectly the Management Board isresponsible to the
people because the money invested in the corporationsis public money. But ordinary
citizensor the government do not interfere in the day-to-day functioning of the public
corporations. It isthe responsibility of the Board of Directors only.

Established by Law

Public Corporations are established by law or statute passed by Parliament or
Legidlature. The purpose of the corporation, composition o the Board of Directors,
their number, tenure, nowers and responsibilities etc. are dl laiddown in thelaw. In
order 1 make any change in them it is necessary to amend the law. Each corporation
has a separate law and isgoverned strictly by the provisions of that law.

Hasa'Corporate Status

Each Public Corporation has a‘corporate status. It means,in theeyesof law, a
corporation has a status like an individual. |t can hold and dispose off property. It can
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enter into contract with any other agency or person. It can sue (filea case against)
anybody or can besued by anybody. Although apubliccorporationisan administrative
agency of thegovernment but in theeyesdf law it hasan independent status like a
citizen, This iscalled 'corporate status' of the public corporation. Because of thisa
corporation owns property initsown name and not in the name o the government. In
courts, acase can befiled against the corporation and not against the government.

Created fur Specific Purpose

Each public Corporation is established by aseparate law for some specific purpose. It
cannot do anything else. It islimited by the law. For example Life Insurance
Corporation (L.I.C.) cantaketheinsurancedf thelifed anindividual but caanot
undertaketheinsurance o property or vehiclesete: TheL.1.C. Act itself prevents it
from doing So.

HasFinancial Autonomy

Autonomy meansfreedom in-alimited sphere. A Public Corporation hasautonomy in
the financial matters. It can raisefunds, invest them in the manner in which it wants,
purchase and sell goods and property, make contractsetc. Thestrict government rules
and regulations are not applicableto public corporations. In matterslike expenditure,
accounting, budgeting, audit etc. the publiccorporationshave autonomy. Government
lawsand rules are normally not applicableto them. But broad policiesdf the
government are binding on-them in this matter.

Has Autonomy Regar dingthe Staff

Normally the servantsdf the public corporation are nat civil servants. They are
recruited by the corporation and not by the Public Service Commissions. Their pay scale
and conditions of service are differentfrom thoseof the government servants. They,
however, have to follow certain broad policy guidelines(e.g. regarding 'reservation
policy' etc.) issued by the Government. Otherwise public corporations enjoy freedom
in thematter of personnel (staff).

Autonomy in day-te-day M anagement

We haveseen earlier that the public corporationsaremanaged by aBoard of Directors.
This Board has autonomy in day-to-day management. Government issuesonly some
policy guidelines. 1t does not interfere in daily routine matters of management. This
freedom of operation isvery important for the successful working of the corporations.
Rigid and unsuitable government regulationsand control are not applicable to the
public corporations in their day-to-day working. Thisfreedom is necessary to run a
business-typedf activity.

Accountable to Government

It is true that public corporations have financial, personnel and manageria autonomy
but at the same time they are responsibleand accountableto the government. They
havetowork accordingto policy guidelinesgiven by thegovernment from timeto time.
They have to submit theannual report and other documentsto thegovernment. Board
members are appointed hy the government and they can also be removed by the
government. Alsoin some matters, approval of government is necessary. Thus we can
say that public corporations are accountableto the government.

Responsibleto Parliament/Legislature

PublicCorporations arecreated by law. They havetowork accordingto the provisions
o thelaw. Thereare discussionson the workingof these corporationsin the
Parliament. Membersd Parliament may ask questionsabout them and the concerned
minister hasto giveanswersto them. Annual reportsd thecorporationsare submitted
to the Parliament. Parliamentary Corlnmitteeon Public Undertakings can enquire
about theworkingof the publiccorporations. Wecan thussay that public corporations
are responsible to Parliament/Legislature also.

In conclusion we can say that the idea of public corporation isborrowed from private
business corporations. The only differenceisthat in private corporations the money is
invested by the shareholdersbut in public corporations money isinvested by the
government. Government isthe owner of public corporations. Its management is not
carriedout by aministeror palitician. For thispurpose, an independent Board df Directors



is appointed. Thisboard has a Chairman, Managing Director and other full-timeand Line Agendies
part-time members, who haveexpert knowledge and experiencein that particular field.
The board isnon-political in character. The powers, functions and responsibilities of
the corporation arelaid down in law. Corporations work strictly according to the
provisions of the law. They havefinancial, personnel and day-to-day managerial
autonomy. At thesame time they are responsible and accountable to the government
and Parliament. In the words of American President Franklin D. Roosevelt, “Public
Corporation isclothed with the power of government but possessed by the flexibility
and initiative of aprivateenterprise’™. Thusin the public corporation thereisa
combination of businessflexibility and public responsibility. This-is the best formto
adopt when government wantsto enter into the field of business.

Some Problems of Public Corporations

PublicCorporation isthe best agency when Government wantstodo businessbecause,

it hasfreedomin financial, personnel and operational spheres, it hasbusinessflexibility
and efficiency and it isfreefrom direct political control and interference. At the same
time it has limitations imposed by the law and policy guidelines of the government.

These limitations are;

D

Intheworkingof theorganisationsit becomesdifficult todraw aclear line between
the general policy and day-to-day policies. As aresult thereistoo much
governmental interference in the day-to-day matters of corporations. Thisleads to
conflict between the government and the public corporations.

Another problem is how to have a balance between autonomy and responsibility.
If too much freedom isgiven to corporations, then they can get out of control. If
thereistoo much control, they cannot function effectively. Thus abalance between
freedom and control is necessary.

Public Corporationsare useful only for thefunctions like business, banking,
transport, credit, financing etc. But it isnot useful for traditional governmental
functions of defence, law and order, justiceetc., for these only departmentsare
useful.

Thereare no well knit schemes of incentivesand disincentivesin public
corporations, so managerial motivation isvery weak, thisadversely effectsthe work
in corporations.

33.5.3 Distinction between Departmentsand Corpor ations

So

far in this unit we have studied government departments and public corporations.

Let us now make a distinction between the departments and corporations. Both of
them areline agencies of the government but they arc different in many ways.

DEPARTMENTS CORPORATIONS

1. Department isheaded by aMinister, 1. A Corporation isheaded by aBoard of
whoisapolitician. Heisassisted by one Directors, who areexpertsin their
or more Deputy Ministers. fields.

2. Inadepartment both policiesand day- 2. InaCorporation general policiesare
ta-day administrationisthe responsi- determined by the Governiment and
bility of theMinister. routine day-to-day matters aredecided

by the Board of Directors.

3. Departments havestrict financial control 3. Corporations havefinancial autonomy.
over tliem.

4. Departmental staff isrecruited by Public 4. Corporationshave autonomy inthe
Service Commission and governed by personnel mattersand havetheir own
strict rules, resulations of the rulesand regulations regarding the
government. staff matters.

5. Inthedepartment system, usually 5. Incorporation system thereisscopefor
routine procedures of administrationare  experimentation and thereisflexibility
followed. Thereisnoscopefor experi- in making decisions.
mentation and thereisnoflexibility.

6. Departmentsarelarge, traditional 6. Corporationsare useful for new
organisationsuseful for routinegovern- economic and commercial functionsof

ment functions. the government. 27
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Concepts in Organisations - ITI 7. Thereisdirect political control overthe 7. Thereisnopolitical control'and less
departmentsthrough theMinister. political interferencein public
' corporations.

Thus we haveseen someof the differences between government departmentsand
publiccorporations. Both of them aretheline agenciesof thegovernment. It istruethat
most of themajor functions d the government are carried out by the departmentsand
only those functionswhich require businessskills, commercial efficiency and freedom
from political interferenceare entrusted to public corporations. But in modern times
the number o public corporations israpidly increasing.

.Check Your Progress?2

Note : i) Usethespacebelow for your answers.
ii) Check your answer with those given at theend of the unit.

1 What factorsled to theestablishment of corporations?

...........................................................................................................
...........................................................................................................
............................................................................................................

............................................................................................................

...........................................................................................................

2 What arethesalient features of c(;)rporatiomi?
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Line Agencies

336 LET USSUM UP

Formal organisationsaredividedinto lineand staff agencies.|n thisunit you examined
the definitionsand features of lineagencies, featuresd government departments and
the basesof their formation. Y ou have also studied the need and significance of
corporations, their featuresand thedistincti on between departments and corporations.
In the next unit you will study about staff agencies.

33.7 KEY WORDS

Audit : It meansto ensure that in the process of spendinggovernment funds, dl rules
and regulationswhich govern expenditureareadhered to. T o seethat expenditure has
been incurred by the authority which isempowered toincur it.

Autonomy = Management of a Public Undertaking having full charge and authority to
run the enterprise,on sound business practicesand commercial principles, to take
decisionsindependently without any interference by the government.

Independent Regulatory Commission (1.R.C.) : Thel.R.C.isapeculiarly American
variety of administrative unit born of the special constitutional set-upof the U.S.A.
These are completely independent of the chief executive, that is, the President, they
perform administrative, quasi-judicia and quasi-legidativefunctionse.g. Inter State
Commerce Commission, Federal Trade Commission etc.
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33.9 ANSWERS TO CHECK YOUR PROGRESS
_____ _EXERCISES

Check Your Progressi
1 SeeSec.33.1

2 SeeSec. 33.2

3 SeeSec. 33.3

4 (iii)

Check Your Progress2
1 SeeSub-Sec.33.5.1
2 SeeSub-Sec. 33,5.2
3 SeeSub-Sec. 33.5.3






