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The subjest “Coapany=Managomsnt® is of grevs nationsl
Anpoptancs ss the econosic and scalsl wellebeing of the countey
depends, Lo 8 considerable sxtant, on Lhe succassful smagesent
of companies. Hevever, as s subjest of shudy, Cosplily Menage=
ment has besn comperstively neglected, snd enly e fev Indien
scholsrs have coms forth to saplore the latsicecles of the
subjsct. Cospany Menagement involves aulbiferious sctivities -
which ape to be pepformed wilhin s proper tims by co-opdinated
effort with tha full co~opsretion, amntrol snd guidence of Lhe
t.op managesent, Oy "top smenasgesment” iy sesnt here Lhe Boerd of
Oirectors, Chief Cxegcutives snd the othes top Jevel asnagepsisl
personnel on the decision of vhom the sanagsment of & company
is formulated and sctuaslized. The Top Menagesent peovides the
loadapship reguisred Lo run Lthe company in s desirsble direction
1.8, towards result~orionted functions with peofit-~aolive on
the one hand and public welfare on the other. In order to
aschisvae both of thess ands, it is nuu‘mry o gonsidep the
conpeny as a soclal institution =~ an instrument for soclel
bemefit. Evepything depends upon pepsona wntlt;uunq the tap
management, Uyl the vital quastion that requires to bs anaweped
before oentrusting persons to perfoen social benafits is vhet
type of parsons have got interest in the company? The sctivities
of 8 compeny should be dirsctod to ssrve Lhe interest of sll
who ars lnvolved in it ~ guch as shersholders, borrovers, custo~
ners, suppliecs, banks, varkeps/eaployees, tha saclietly et largs,
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and Lthe Gavernmeni. Thepefors, represmntabives fron all \he
constitusnts should bs on the Bosgd of Dirscloss of companies.

In law, though » company s ragasded as an swlononous
bady having s ssparsis legel personslity, in fect, soskiy AL is
mensged by & bosed rapresenting big powapful groups Lo seeve
thalr intarast. As o rosult, the bosed falls o serve the
interosts of mpny. Ferfegt demccrstisation of the compeny
asnagesant is necossary wvithin which perofessionsiisation in Lhe
Lteue sonse of Lhe tepe 4s to be introduced. Oue sndesvour has
been to suggest modalitias by which the presont gystes of Lhe
congtitution of the board say be roconstpructsd, In our view,
1?7 ths structurs of Lhe company sanagesent is peconshitutad by
initiating & concept of a Multipis Two~Tier Sospd, & company
will be e parfect socisl institullon capsble of dolng publis
good and velfare. In Indias, Lhage is ampls scop R
innovation since 8 substential asount of seney of public flaen-
clal institutlons and nstionalised banks sre invasied in privete
sactors. These iastitutions nd benks ape now Lhinking of being
Anvolved in tha management of borrowing companiss for the
groatar wolfaps of Lhe countey. | But the concept of vorkeprs'
participation in aansgesent, Lhe propristy of vhich hes been
specificelly mentioned in our constitubtlon end pecosmended by
dAfferont comaittess like Lhe Sacher Committes snd experimented
succosafully in different counteias of the vorid, is still
neglected in the sphers of compsny mansgmment in our countey.
The initistive that hes bean taken by the ppessnt Government
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ragarding this issue is certainly pralssverthy. In opder to
serve public interests~mpesislly to ssrve Lhe intsgests of Lhe
consuners snd suppliers, Goveprmmnirpzepressntetion on Lhe Beard
As negsssery, In oue recommendstion of » Tus=Tier Sesrd eysiom
of sanagssent, the fisst busrd hes besn (epmed es "Pelley

" Boapd® vhich vill he constituted of repremsntstives of diffspeni
ingeedients on the basis of prepartionsts shersholding, This
Board should be mailnly responsible for Lha fereulstion of breed
policy. The second board ~ known ss "Executive Board® 1s to

be constitutad of profsssional employoss responsible for the
sxecution aof the policies dacided upon by tha Policy Board. Ve
hnva nased this systam of nansgeasnt @ Multiple Two=TiepeBoapd.
Sush @ Bosed vill sneoursge professionsiisstion, graster extent
of public sccountebllity, and develop companies ss socisl insti~
tutions - instrunents for the ssonoaic developmsnt end the soclal
uplift of Indle. Jusinssmmen of Indls shauld change zhslﬁ,cttl-
tudss and axsrt thele ontpeprancur sxpertiss, officlency and
ansrgy to vork wvholsheartadly for the developmsent of sompanles,
vis=s~yis Lhe countey. '

I owe 8 debt Lo Dr. N.K, Sengupts who in his book,
Changing Patlosns of Copporate Managesent hes shown that the
private sector hes by and large sceapled public scoountability
snd soclal rosponsibility, Professions)l sanagessont has geined
general scceptance in Lhes privsete ssctor, ss many of the teadi~
tionel business houses find thot families can no lunghr cope with
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the snopaity and complexily of A\he Lashs involved in the face

of vashk expension wnd tscinalogissl advenseaent, Fpofessionsl
snd tecinical psople have gol inte 4he eshelons of Lep menage-
sent, Uwvag sAd shove Lhin, Government contpol snd othep develep~
ment has forced the dimpersal of sharebolding, prefessionalise~
tion of memsgenent snd improved corporste ssnsgesent prectioss.
Of+ LoCe Gupta's Corporsts Managesent snd Accountabllity
Tovards Joink Sector snd Lhe recomscndetlions of Secher Coasltlce
have daveleped the cancepl of corparste ssnsgenent and halped us
to develsp Lhe new structure of corporete asnagsment i.e., uliie
ple Two~Tisp~Boapd,

Oup study shows the sss~shanges Lhat have psecenily Lekan
place in the corporsta aansgesent of the privels ssclor in India.
Feoe the baginning of compeny legislastion in Indle, the 'Mensging
Agency' had s teemendous Anfluence on Corporets Managesent,
Theough the Coapanies Act of 1958, sclive efforls wers mada to
give prosinence Lo the long eclipesd ‘'Sesrd of Dirseters’. This
von 8 progeessive step, hut aflervapds, it wes found that L
Board of Oleesclors, becane rubber steaps of Lhoss visible or
Anvisible poverful sconoalc intoreats which thay repressnisd
snd sany prebleas crepped up. Thus AL hes basess urgently neoe~
seney Lo being cospanies out of the powerful Anfluence of Liwme
sconoaic group/groups, = othasvise it vill be Lspossible fer the
compsnics to b setive snough to perform thalr n!fm funations
a8 oxpoclted from Lhem,
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Our reviev of seveniy~five companiss shovs signs of
chengos in the steucture of companiss as well as in their fung-
tiona,. Bubl we aust be bold enough to Andtiste sone new Lrends,
puch as workees' porticipmtion, proportionats popressntetion
according o shagsholiing, Governaental sepressntsiion on the
Board, a» well =g a TwoeTier fare of asnegesent with profssclone~
lisation in Lhe Lrue sense of the Lepm. In apder Lo Lransiste
thease into ppsctice, AL 1s nazooasery Lo saend Lhes preomant
Companias Act.

In cur study vs have discuseed features of corporsie
nanaganent of sone of the aoet develepsd countrics of Lhe world.
It is advisable thot gsoms of the kay fostupas vhich have led Le
the development of cospaniaes in sweh counterlies, and vhich suit
oupr snvironmssat should be considered in Lhe astructure of corporste
aansgesent in Indis,

In oup view, Af ve are bold ancugh to intpoduce the
Multiple Two=Tier=iioard systsa slonguith ths ideas of Gandhiji's
trustecship, problaas regerding Lhe Lesnsfesstility of sheres,
sccial respensibilities of Lhe compsnies, werkers' participetion
in mensgesent, sccountabllity of the sompaniss, investssnt by
non=rosident Indisns, sicknoss of industries uadepy Lha ssnsgesent
of companios and last but not tho lesst, Lhe siruggle between
public and privete soctoes sbc. will be elininated for over.

At the sams Lime, Lhe compenies ss visbls social institution,
will peeform Lheir Leus role in the sconoalc developeent of the
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countey for the pragress snd preaperity of the peoples

(Surel Keishns Outis)

Rajs Resmchunpus,
The 28Lh Febsusey, 1907,
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AlIR s All Indis Repoghes. |

ARC s Adeinislrstive Refors Commitbon.
AR =  Annuel Repasl (of Compeniss).
ACE = Asmscietod Coment Company Lid,
AG = Aktiengsssllschaft

(incorparated Publie Company in West Gapseny)
APLDC s Andghee Pradesh Industeisl Osvalopment Corporation,

8IFR = Bospd for Industrisl snd Financiel Reconsteuction,
BHEL = dharet Hisvy Electricels Ltd,

CORP = Corporation,

CCIL = Coment Carporstion of Indla Lid,

cLB8 s Compeny Lsw Bosrd,

Dy «MD = Osputy Mansging Dirsstop,

ESOP = Esplaysss’ stosk swnagship plen,

EY = Econoslc Times, |

F1s s Finencisl Institutions,

FERA s Fopeign Exshengs Regulation Act (1973).

GVY = Governuent,

GIC » Genersl Insurense Corpapetion,

CabH = %-uum s Somshaaniier Herbung o many)
HPL s Heldls Petroshenicals Ltd,

HC =  High Cousrt.

1fC s  Industriel Filnence Cerporstion,

ICICY =  Industelial Ceodit and Investasnt Corporstion of Indlas,
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IOR ALY
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INC,
J1T
KGa~A

LIC
L0

MIC
MATP
MIT1
NRI

(anid)

Industeial Oevelopment Senk of Indie,

Industeinl Reconsteuction Bank of Indlias.

Industriel Develapment snd Reglstretion Agt, 1988,
Industpinl Licensing Policy Inquipy Commibtes,
Industeial Licensing Pollay,.

Iﬂﬂmhd-

Ristein=Tine,

ABIIE Commeny, ine djrestors of ehien'are’ bersonelly
Lifs Insurenus Corporstion (Indis).

Lisited Liability.

Menaging Dirsstos,

Membep of Parliameni,

Medeas Chambars of Conmerce.

Monopoliss Ingquisy Ceomigsion,

Mancpoliss snd Restricbive Teads Ppaclices Aghk, 1988,
Mindstry of Intesnational Trade and Industey (Jepen),
Non Resldent Indians,

Public Finencisl Institutions.

industelal Revonstevction Corpagstion,

Return on seles,

Sstusn on Investaant,

Resssrch snd Dewslopment,

Suprena Courd of India,

Securities Contrauts (Regulation) Amendment Act, 19885,
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usa
USSR
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Steel Authorily of Indis Limlted.

Telavision,

Total Quality Centrel. _
Templnasdu Industerial Osvelopment Copporastion,
United States of Anaplan,

Union of Sovist Socislist Republic.

Unit Teush of Indis. |

West Sengal Industeisl Developasnt Corporstion,
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EHAPTERSTL
INTR O T L yN

1.1 lisportence and gcowlh

The lapartance of corporste form of bdusiness orgeni sation
in Lhe oveprsll sconoalc dnraiopnoﬁt of » countey is besyond criti~
cism, Composition and msthod of opspration of corporata bodies
may vagy from plate to place under regulated sconomy of diffseent
countpies but its role in the parspective of industrisilsation and
geowth in multiferious directions in s country ls hardly over

sephasized,

Jolat stock form of business arganisalion, better Legmad
as corporate business sector tas, st pressnt, bacoms a8 way of
1ifs and 1t pleys & vital role for the allround devslopaent of a
country. Speclielly, Am Indie vhere Lhars are verious problems,
such as unsmploysent, under smployment, poverty, sslnuitrition,
1111t0ri¢y. health and medical treatment, housing etc., tha
companies ure expagted to ralss the nationsl income snd per~
capltes laccme and taks the responsiblliity of proper disteibutlion
of nstional vealth sacagst all Lthe psople of Indle 4y running the
companies efficiently primarily with socisl snd profit motive
bul with flnsl object of bringing in socisl justice.

There are msny parsons, such oi. Mp. Jayants Sarker,
Aesident tditor, Lthe 'tconomic Times', Cslcutts Office, asad Mr.
twapan Kumar Mondal, Oepuly Rsgistear of Cospsniss, West Sengal

Zone, Calcutte, who are of the apinion Lhast ‘growth of sconeay'



snd "sociel Justice' can net be brought al o time. We sre to
ceks cholos which one is (o bs resiissd first ~ 'sociel Sustlcs'
or growvkth af economy. Actording Lo Lhem, grovih of sconomy
aust be gtm priority to sociel justicss uithout Lhe grewkh
of weslih, distridbution ssongst the masses 1.8, Deinging sselel
Justice will ssen only distribution of beggary. They srgue
Lhal our csonomy s lacking In conparison with olhee industeliel
developed counteies hecsuse we hewe besn golng fap o long Lise
to & weong diesciion 14844 giving prissities Lo bobh *growth’
and ‘soclal Justice' st s Lima, Secisl Justice eon well but
tLhe grovth of sconoey cean nal be deferred.

Bul in o countey like ours vs san net deny the people
the lang~sherished svcliel Justics. wWhat 1s the utlilty of the
provth of Lhws national incoms if Lthe poos nesses do net get »
squars msel & dey? Foverty must be sbolished. Provisions must
be sede within the frasewark of our constitution te Pind aut
vays and sesna to saellorsts the pains of tha paopla.

Corperste lsgisistion and sensgewment of corparste saclos
Ampart Lhe grastest iInfluence on Lhe economy of s countey.
Thapefore, parsons vho gonteol the asnagement ape expastod to
porfurs Lhely dutiss snd seaponaibilitlies by which the integest
nfthaMangmum. The asnogesent bady of ih:
Compeny hes undoubtadly Lo loek after Lhe integest of the
Company butl st the sens Lime it sust not Porget thet the sy
hes pecegnised the bedy es a stalutery Ansteueent for sorving
the publlc intareshe. This As vilelly imperient, |



At present, in Indle, alaast ail scomomic sctivities are
diractly or indirectly connescied with or incidental to copporste
fors of business. In s recent statistics, it is seen that, of
the totsl number of 96,4TJ companies st wark in Indias a8 on
Mapch 31, 1984, 93,294 companias wors in the aon=Governasat
ssctor and 9370 were govermment cospanies. As sarly as 1858~57
L.9. scon sfier Lhe coslng of Lhe Companies Act, inlo force in
1956, Lhe nusber of government companies vas only 74 but they
ross by mare Lhan 13 times by 198364, QOn the aothse hend,
during the sese psrlod, Lhs number of non-Governasnt "ompanies
Ancreasnd by only 3.2 times from 25,283 to 33,284, Of the
Companiocs st vork in India on Mapch 31, 1584, Lhare ware 232
vosiganises with unliasited ilahllztlss and coxpanies limited Ly
guarsnisss. Thape wore 1598 Coapanles, regletarsd undap ths
Lompanles Ast, which are sclually assocliations not for profit,
Foreign Companiss as defined under Lhe Section 581 of tha
Companiss Act, 1356 numbersd 326 on March 31, 1984,

The paid=up cspliiel of 93,284 privets sacter Companies

stood st Rue5,514 crores, wharess ths pald-up sapltsl of 870
Governsant Cospanles steod st Rp,18,415 crores. The pald-up
capitesl of Governasnt Companies incroesed from Rs.73 crores in
1986~57 Lo Ase16,415 croree 1n 1983+84 (noarly 226 tLimes) whils
the pald=-up capital of non=Gevernaent Compsnios lncreassed from
fme.1,005 crores Lo Ru.5,514 crores during the some time (2 rise
af sbout 5t times). | |



Sesldes, the companiss ceglstersd uader ths Companiss Ast,
1956, there ape branches af fopsign companies ss dofined undar
ssgtion 591 of the Compesnies Act, 1936 operating in indis. Thepe
Companies vhich staood st 551 in 1956«87 showad » gradusl decline
vith coming into forge of the Forelgn Exchangs Regulstion Act,
1973 snd ot the snd of 1363-34 stood et 326,

Agcarding Lo Lhe Sspches Coamitias report, as March 31,
1977, thors vape over 58,04 lakhgs of people eaploysd by Lhe nen~
Govesnnent Companies in “rivats Sactor. Invealment of flve
rinsncisnl institutions in totel pald-up capital of 3338 Companies
vith 8 paid-up capitel of Rs.! cracos or sore, comes Lo » little
sbove 18 par cent of ths pald vp ccpltal.a

On that dete number of Compenies in Preivats Cactor had
baen AG15S vith tatal'enaltal of RE.2,T69 crores. As par figuee
stated sbove on 31.12.,1884, numbar of Companies hss become more
then double l.e, litile ovar 102,15 per canl snd cate of pald-up
capital also rose 1ittle aver 100 per cent. Thers is ovepy
poesiblility that ausber of varkors also increasad in Lhe same
proportion, Thape ia aleo likelihood of tho'fact that the
Govarnmanls sharaholding/losn in tha Frivate Szplor Coapanies
hsd incrasssd st a highsr rats.

Ours in the ars of Corporatian. At prsasni, large scale

business sesans businsss organisad ss 8 Company fora. According

Wl e sk g A Ny -t - i ol

| B Tha Econcalc Timss, Cslcutta, April 17, 15885,

2e Report of the meh-f'nuné capert Commitise on Cospaniss &
HATF Acts, August 1378, under Lhe Chalemanship of Justica
ReJindsr tacher, Pers 12.3, Pe9Be
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to justice Asjinder taches, "Privats Corporste Seetor’s contrie
butlen is 10 to 12 per cent of the total iavestaent in the
countey while 40 por cent of Lhe investment in ths countey is
in public secior snd asarly 50 per cent of the jnvastment ves
in tha household, sasll and cetiegs ucctor.”s it is avident
thot total Carporate Sector's invesiment is (Fublic Sester
togsther with frivats Segtop) aboul GU-GZ per cent of the
total national investment, Nol only Lhat, Corporete Sectop
supplies infrastouctuce rav matsrisls, crestss and balps to
expand demsad of the produets of ths housshold, mmell snd
cobtiags Ssclaer. Company Manageseni is expacied Lo provide

mare saployment wvhich oupr country bedly needs.

&)

Companies sngd thelr natups of managemsent is imporiant
from Lthe point of view of tLax~callection by ths Governmeni.
The Unien budgst for 1985-06 has plmced the yleld fres
Carporate Tax st Re.3,086 crorea se against Rs.2,024 crores
An 1984-85 (otvlild estinstes), shoving & riwe of 8.2 per
cont, Oetween 1983-84 snd 18984 -85, ths yleld from Corparate
Tax hag incressed by 13.3 psr cent,

Ouring the five~ysar psriod of tha sizxth plen, the
Corperstion Lax=ylield has rissn by aors than 115 per cent
from 8e1,311 crora;_ln 1860+81 Lo Rs.2,824 crares in
18504-85,

k. caches Rajindar, Judge, Ualhl High Caouprt, New Delhi in his
the Arbticle "Legporats Lava&aﬁffuct onn the Growth of Cor~
porats Sscter” « Chattered Seceotary, January, 1961,




ZAGURE 40,8
g 6101510
] 7 ¥ ; 1
2800 2624 1{_1 i
| ~ 2433 § % } §
m "g 4
2185 f"} ;8 3
Jumais | : 1
2000 1970 1 ; E 4
1 I I ¥ |
! , H ¥ ,
T+ 1600 H ‘ H
1311 ; % F
} =%
; . ™ - - _ . | wodnod
i 1980«81 B1-82 8203 83~84 Bi-85 80-88 |

D1AGRAM phowing increass in Corporsate Tex Revenue from the
finsncisl year 1980~81 « {588~88 in croerss
of Rupses.

desldes Lthe Cerporste Tex, oliwme besds of revenus with
& spurtl of sore than 100 per cent during Lhe sixth plan perlod
vere customs duty (1U8.3 per cent) and othes direct taxes (other
than incoms«isx, corporste Lex, hotel rscelpts tax snd interest
tax) = 111,17 per cenk,

thu overall gross tax rensaus of the cenirs shoved an
Ancrasse of T8.8 per cent during the sixth plesn perieds It
rose from R, 1318 crores in 1580-81 Lo Re.23,702 crorss in
1884+85, The 1385-68 budget expects the gress Lax revenus st
R9s25,948 crores, | d

The sasller rise Ain the sxpscted Corporstion tan~yleld,
during 1505+86, has ebviously coss out of the allovence eof
certain conceasions, & cut of 3 per cent in the corporste tan-

-
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4.

sote and other sodifications of Lhe provisions wndse Lhe

Incomn Tax Ak,

Inspite of Lhe laudsble efforts of Lhe Gavepnmeat in
veinging down Lhe sffestive Lax=pate, Copporation Tex
yisld has beon quite high, ss cempared with thes othes
hesds of revenus. In other vards, there Lis an insbullt
growth in Corporation Tax ylield srising out of Lhe bstier
parfornsnce of Lhs corporates uniis in profit-generstion,
The Corporstion Tex yleld st Rs.3,085 ¢rores for 1985-86

forss 12.0 per cent of the groass tolel revenue budyeted

by W cavepnnant fop Lhat xaar.‘

The Corperale webor dirsctly or indirectly exsris
grest influsnce en the sgriculiursl ssetor for its iaprove~
ment snd development. Industries pelating to fartiliser,
pesticides and pover, sgeiculiurel Leplasants, provisien
far prutectxén of sesds and varshousing of agricultursl
cannediting are ganerally organised in ths Corporsis
Segtor. Apart frem At, privels Corporats Seglers have
shoun thuip intaspasis in dirsct involvemsni in sgrisultursl
produstisn in comparstively undesdevelopad srees,. Iin~
direstly, tha Copporste Saglors crsate deasnd and axpend
narkat for agricultursl goods not anly for eav suturisls

The Esonenlc Tiames, Calcutis, Mersh 23, 19585,
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requirsd far Ladusiszlel proswsiion out sise for foud,
shelier snd clothings. On Lhe contrary, agrisulture
seeter alee pleys most sffective gole fog Lhs laprovement
af Carpocste Sacter by cesalbling demand; supplying rev
seterials, lehour-force etsz, |

Importange af coupunies Lo overcoms Lhe forsign
exchange crisis fron vhich Indis hea Gesa suffaring for
& long time can hardly be overssphasized. » subsisstisl
portion of forelon sxghangs sarnings 19 ssds by Lthe
Corporata Seclor nol only by saperting goods and tecinmical
services in differsat counteies dut sl by allupling and
encouraging nonwpesident Indiens Lo invast in Indien
Privats Ssetor Companiss, Govapnment's initiative end
shcouragament in this rugerd ls pralesverthy. Theugh
discussion an Lhase nstises, »s & vhele, 1o nat within
the purviev of our study, yst invastasnt by non~resident
indisnp only has bean discussed in soms grslevant schapiep

in our study.

The vellemenaged companies certsinly vwill sarve the
national intseast. Ninsty pep cent of ths aconomic ascti-
vities of a country is dirsctly op indicsctly dependent



um' the dsvelepasnt of the cempany snd iis better sanagssent,
In this respect, At i3 vorth mentioning Lhe statsment nsde by
Mpe MeAe Write, Chairman of Lhe Bospd, Humble oil snd Refiniag

Company which Is quotsd belav

f1f wvo want to pressevs the peincipls of individusl
fresedon and privets uu.un, ve must devols an incressingly
larges groporbisn of our Cine Lo wael Lhe natien’s seclal
neeads, The day bas peasscd w_hm.m Mublic responaiblilily con
be met necsly by offeriny sidelins ceilicies of Lhe Govermacnt's
afforts. In effsct, ve must sove inte the socisl welfsre fleld
snd offer constructive slternstives te the Government's pro-
gramnes. At the sams Lims, ws coatinue to snceurage policlies
which will prosole sconomic growth, still the greestest force
in the fight wgsinst pevesty.”

The suthor spesking sa sn ollassn ssid, "The petroleum
and suto industries csanot be setisfled wntil) the auvtaomobile ~
i1s sade virtuelly ssagless. This is sn sconemicslly feasible
goal end industey 1s working toward Lhis end.” dut In thls
context he wapned that Af businsss did not mave swiftly snd
offectively enOUgh seccccaraccsssssses Lomorroy our setion may
be tightly contralisd by Government peguletions.” And hs sdded
Lhin devblevedged ideas, *1f our sfforts in this sres oses nat
sade asndatory, not only vill ve be Popced ta toke mors gostly
and lass effigiont actiaon, but we will aleo fopfolt ocur claiw

ta bhadag & responsible segeent of weht.y."s

S. Weight M.A, The HSusimeshy of Cusiness = Private Entepprise
ond Abllie Affelre, Fupe & Co., Calowtta, Allchebad,
Sombay, Lelhl ~ special sdition, 1971 P.ViLL,
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In Indls slso different cospanias in thelr Annusl Report,
have stated the soclal responsibilitiss thesy have undertaken in
different fislds of activities.

Potentisllitien for Andusteinl gsrowth o

indis has got tremsndous pretentisl pover for iadustirisl
devaelopguent through propsr sanagsaent of cospsnios,

The felloving lines will justify ths potentielities of
indis as referred to in Kotharis's 'tconomic & Industeial Gulde
of lndis 1882-83,°

*India slpsady hold -Lhe sighth place smongst the indus~
trially sdvanced countries of Lhe world in terss of volum of
its industriesl production whils it is the Lhipd largest reservolr
of scientiflic snd tschnicel ssn pover sad skilled labour Torce,
next only Lo Lhe U.SA, and UJSeSeRe Though its continued and
sustsined planned efforts since 1851 the sountery has lsid a
strong and viable foundation which can snable the sconomy to
sske repld steldes. Indis's steiking, econosic schisvessnits
through planned develapmant are lassons of great relevaace to

other bsckward sconomics of ths Lhipd uorld.“s

In fact, Indis has come cut from Lhe stagnant growih
rete of 2.5 par cent, and during the ysar, 1384~85 tha growth
rate vas T pepr cent. Mp., OJN. Patodlis, President of the Fedepra~-
tion of Indian Chasbers of Commsrce snd industries ssid in

8. Kothari's tconomic end industeiel Gulde of Ingle,
1982-83 Kothari & Soms, Ketharl Sulldings, Madras,
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Madeas on 15th July, 1385 that Lhe private sselos could sehlave
an shnusl Andustelal growth rate of Len per cent provided it
wars able ts ragucs the estimalad big rescures gep of Rs,.186,000

Gf‘!’.l\c’

He aleo sdvised the business communitles to tsks full
sdvantage of the liberslisestion movemant initisted by ths

pregant Govermaent.

1.2

*The 20th century, particulsrly efter the Fipst wepld wer,
gan be called tha new sps of the Cerporation, Industriel raveolu-
tion brought sbout = greet chenge in the vey of Hﬂl of husan
beings, It raquires collective argsnisstion of msn and ssterisls.
To tring Lis human structure snd physicsl plan into existsncs,

Lo carry out its eperations, Lo distribute its produsis, to msst
Lhe growing deasnd aade on it An psace snd var, prthd'ahclly
beysnd the capeeity of individual uat:tproncnrs-"

As the 20Lh gentury moved into Lthe afterncon, Lwo aystemss
have searged ag vehiclss of mcdern lndustrisl sgenomicas. Une
is the soclalist cosmissapriates its highest argsniassiion, at
prosent, is Lhe Sovist Union, The other is the sedern Corpage~
tion, highly devsloped sspegislly in the United States (snd slse
in West Gepmeny snd Japsn),

- — — A o A i

Te The tconomic Tises, Calcuttis, July 16, 1988.

[ P Berle in Lhe Corparstion in Madeen Soclety quoted from
Sele Son s The Newv Frontiers of Company Law, Lsstera Lav
Houss, 54, Geaash Chandra Avenus, Celouttavtoo 013,
Ist, tdn,, 1971, P=g,
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seonas to have msde Lhe bast judgment, gusss and myth Lhough it
may bs, sbout Lhe origin of ths Corporstion in the Romsn Regub~
l1ic. Ho obssrves that 14 apose in the frequent sccasion of the
crisls vhen father of » famlly died snd the family with its
sons, daughters, adopted children and slaves, had Lo be resag~
alsed in arder Lo perpetuste the property snd the clivil functions
of the mambers of Lhae family. In this conisxt ths fictlion of
'lsgal persons’ had reissd its fsarsoms hntﬂ.“

The sisilar ides of wvorshipping Hindu delties repraseni~
189 husan belags furnishes the legel identity of Jurlistic perse~
nality. while delivering the judgment in ths fascus came
Rembgahms Chetterjse V 1 Kadsp Nath Senerjes (1922) 36, CeldJs
478, 483, Hukherjes 3. ststes "ve nesd asl describe hegs in
dotall the norssl typs of continund varship of & consscrated
insgs = the sweeping of the temple, the process of swesring,
the remaval of Lhe precious day's offerings of flovers, the
presentation of frash flovers, the respactful oblatlon af rice
with flovees and veler, and othar like praciices. It is wffl-
cient Lo stats Lhet the delty is, 1n short, conceived as a
1iving being end i Lrested in Lhs sane vey as the saster of
the house vould be treated by his husbls sarvants. The dally
routine of life is gone through with miaute scouracy; the
vivified image s regarded vith Lhe necosssries and luxurles of
1ifs in dus succesaion, osvon to Lhe chenging of clethes the
offering of cooked and uncooksd foed, and the retiresent to rtl&.”1°
9.  Seott Sucheson's 1

The Corparstion and the Republic quoted from ©.C. Sen s

The fHew Frenties of Company Lasw, Laptesn Law Heu
Calecutta-~13, Ist. Edn, 1971,.F’-'-1.0. . 'f‘

10, Pramathe Neth Mulllick v, Pp olliek
) 52y Indian Appesls, PP W' Kussr Mullick,
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~ Mps SeCe Sen deevs inference from discussing the fect
that "Tendancy of associets is 8 pert of hussn nsluge. The
nntursl developmant is growth of institutlionslion, A nusber
of hussn beings driven by a common interest or & common falth
formsd groups end owt of thase group~ssspcistions siarted
institutionalise, the sncestor of Corpesstions. The oldest
associstions knowmn had besn foraed under » ballef In God or
8 pover. The cheiastisn Chupch as sn assosieklon of asn heaans
the systical body or the Corparstlion of Cheist. This wes ons
of the ssriiep institutions known in Corporations. Pespetusl
sssociation ehd @ belisf in s common faith led Lo » states whare
the manynass of the ssebers snd the onancss of the sssocistion

vers urmd.""

1.3

The Constitution of Indlis in Lip Praamble han snahelned
soclalisn ap ons of iis objectiven. The Dipsclive Principles
of State Policy, envisege to secure to all persons justicew
social, economic snd pollitical, Various corporate laws have
been formulatsd, smaendad and drought uplto=gats in pursssnce of
this abligetion,

Corporats lews sre sbaslutely saseniiel for Lhe proper
growth of Lhe sconomic system on Lhe right lins. The compeny
is an srtificlel person crestod by the lav of the seciety. In
e democrecy, Lthe stats sepresents Lthe macisty and Lhe sconomy

11 San SeCoy The Naw Feontieprs of C y Lav, Eastern Lay
*  House, Colcutte, Ist Eone 1971, Petl ’
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and Copporetion ip an artificiel porson created by ths Slats,
Noemally, Ln cass of nstursl peeson, all personal rights end
with death, On the death of natural purson, the heire succoed
to the estate and ths astsle duty is payable on esch successive
death. Apn sgsinst this, ihe soclisiy or stote crealss s legal
persan with perpstusl succcossion. A sart of isaoprtality i
confersed on At subjesct to winding~up. The artificlial persons
do not psy sptate duty. hile a8 privote individual has tc psy
his lisbilitiss out of hip snticre sptoles. 1In Lhe case of
Corporations, state liails Jis liabilities Lo Lhe sxtant of
shara~holding. An setificlal parson crestoed by Lhe state is
the child of the atate snd skete creastes its child for the
greatest jood of the graatesl nuaber. it sust bs craasted only
in Lha public intsrast and not othervies.

1.4

while discussing the growth of carporats sector, ons
aust. remesbepr that o nere jncrsease in Lhe G.N.F. Ls not nace-
asarlly an indication of happiness sng valfare of the aatlon,
in 1970 thare vare s alnioum of 20 atllilion unempleysds snd this
nusher Ls beiny enhancod psy yssp, sl leasi, by five sililons,
if ousr coumtey ie to bs clasimed Lo bs s democrstic republic
with socislisa at its objectives, it stands Lo resson Lhet it
can not have vast snd immsasursble gaps smongst diffepent sege
mants of population,
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Justice Rajinder tacher describes the raalvpaaltsan of
uneven distribution of wealth and poverty in his srticle,
"Coarporate Lews 3 LPfect on Lhe gpowth of corporstes sactop”
vhich s as follavs s "In the urben citlice 1 per cont vealthlest
control 2u per cent of the totsl urben wealth and 4 psp cant
of the top, control 41 per cent of the usban weslih, 20 pespr cent
of the toy, control S3 par cent of dispossble 1nca-s.“'z
According to the centpal statistical organisation, ths pes
gepits national incomse from sgriculture st 197U=~TY=ppicen
atagnatad st the spmse figure as At wes in 1950~51, Ths poor
pasapla in Indle (303 aillions In 1377+78) have baen counted ss
those who dld not sven have s2.2.16 Lo spend papr capita per dey
in the rural sprees and As.2.50 in the uyrban sreas in the peices
of 19T1=78, The all Indla figure shouing the difference belween
the richost and the poorsst in the prural arsas ig 164.2 Limes
while in sndhre and Karnstaska AL goas Lo 195 Lises and 200 times.
The type of poverty and misspy found in our countey has hepdly
a3 fov parsllisl, "Such colomssl dispagities in ths stenderd of
living of msiillons of the people mcoff st the democratic pro~
tontions and the aften paputed commltment to setting up sn
sgalitarisn socletly, To the satent thal the corporsts ssctor
madulates policies in full reslisction Lhet atiove ell it must
play & constpructive role in penovel of poverty, LIt vould hsve
Justified ite rational,” 127

Fpofeasor Gunnap Clypdab, Lhe susdliash scononlists end i,

12e tacher Justice Ragindar ¢ Aelicls = Coprporste Lavs
Effact on the growth of corporste sacltopr s Cherterss
Sagretasy Vol x ¥ Ho.l Janusry 1981, Pe=T,

12A,  ibid, Pe1, 107310

498 W 1i%es,
LE ey IV ENSIYE  MAR
.3 JA“ 774 B BRI
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acnanars have glven stpese on the removel of injustice. 1f it
19 neglected in the plee of sconoalc growth, At will bs & dirsct
danial of ths bensfitsof developawnt.

Mahatma “endhi also during the freedon~stiruggle pronlssd
that the fiest priorily for an indspendeni Ilndia sust be Lhe
retiaoval of the poverty., He seld “we may not be deceived by Lhe
wealth to bs seen in the gitlas of Indie ~ i comss from Lhe
tlood of the poorast -« | knov villege economice. 1 tell you
that Lhs pressure fros Lthe top ceushes thoss s£ the battos, all
that is neceossery is Lo yst off Lheir backs, Thé presant dis~

tress L8 undoubladly insuffepable. Paupaplios sust go.”‘s

Should wve forget the varning of Lhe Fathar .of the Natlon
and provisiaons of the constitutions (Articles 38, 38, 4U=43 and
43A) 2

In fact the adoption by perliamsnt of 'the socisiistic
psttoen of socliely’ ss the objective of our socisl éna sconomic
policy in December, 1954 followed dirsctly thase directive
Ansoption of the constitution af Agticla 434 which states,
“The state shall take stepas by sultable 1nglslttloﬁ of voskeors
in the mensgsesent of undertskinga, establishaents op other

organisstions sngaged in sny ;nduatrr-"‘

in the drafl of diffasent flve=ysar-planas, Lha sane
principle of socliel justice, eguality, snd provisions fop

13, tagher Justice Rayindar @ Apticls ~ Catzzzzto Lavs Lffect
on the growth of corpocate ssctor ¢ Ciw d Secretary
Vol XI Noest Jenuapy 1981 PP 35«37,

14, The Constitution of Indis, Article 43A
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adogusts seshs of livelihood spe stated, The corporste ssctor,
for its bright Amsge end ratlonel outlook eusk continuously
ranembee L and plen its stestegy segopdingly.

As the impsact of the corporste scctop on the zconomy of
a8 countey 1z stupsndous snd ap Ats involvoment 13 ovapvhelaing,
1t cannat be sllowed Lo go slona. Tha now oullook of the
structure of mansgeassnt nust be sought for in ordér Lo fulfll
thes sapiration of the nation, the utilisstion of sanpownp and
natucal resources of ths countey in a desirable vay end finslly
for upholding the public lutaratﬁo

Lacher Committec procommonded for a conshderable relief
to companies heving psid-up capitsl of Rs.5 lekh or less. Uut
Blg companlies having thousands of crorses of rupeos 8s pald up
capiteal and with milliong of eaployces es vorkers thay sust be
undepr the rpogulation and control of tha ‘tstoe,

145

To kawp parily vith the shanging soclsl and sconomic

neads of the countey like Indle the indien Companics At has
undergone changss for o nuaber of Limes since its first intpo~
dustion An 1850 In the nams of ‘Joint ftock Comspeniss Agt, 1850,°
Sut coapany ssnagemsnt Ls answerable for its asctivitlies to
different parties, crodiiors, customers, eaploysss, shage-
holdars snd soclety ol large. There ops other ralevent Acte
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1ike sscupities contrscts (Regulation) Aot, 1956, MRTF Ack,
1963 and alao other pogulations and guldelines like Forsign
tachange Heguletion Act, 1973, industrlies (Developasnt and
Ragulation) Agt, 198%1, Guidslines of Lhe Reserve 3ank of

india and differont financglsl institutlons, own digsctives

ond eleso _ompany’s own policles tovards londing see sil meant
for safeguarding the intapest of diffapent parties, Thepafors,
all those Acts and Regulations are also Lobs gonsidersd Lo
highlight hov fapr Lthe objecltives sra fulfilled,

The contliauous contpoversy aver investment by non~
regidont Indiens in the inuien Cor.oesto Lector vig=a=vis the
role of Lha financlal institutions in the Lompany Mansgement,
the sebhitrery decislon of Lhe cnlatlngluaaaqnuant for non~
rogisteastion of Leanafaer of sharos, probles of vorkers' perti~
cipation in sanagesent, Lhe descision of Lha Sombay High Court
in fvapa) Fal Lucol/DCH cess, sickness of the industey which
adounts to BU,JIU as on 31.12.83, ssperatlion of the reletion-
ship beatwsen sharsholders and ssnagemant. An ona hand end
asnesgensnt and contppl on the other, qguestion of concentpation
of sconomic povap and sccountsblliiy snd peoafepsionalisation
of Caompsny Manajemsnt nesd further Andspth study.

Inspliies of asendmcnis of Companians Act and other relevant
sctks for s number of Limes in Indla the present fopa of Coapany
Msnagemsnt 1= not & full proof Lo keep Leack with the diveesifled
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intepssts of different parties sad to fulfil the clear objesc-
Lives of nation-bullding considesing its soclel responsibility,
That is vhy @ nuabsr of cossittess, commlssions snd study gFoups
bave often baen forsed Lo suggest msany and neasurss to graste
conganisl palationship betwaen Coapgany Msnsgoseni and share~
haoldors snd othss parties and Lheir contridullions s psrtners

for social wplifs,

There ars different case lave docided by Lha fupremc
woupt and diffagent High Coupts maetly Lo the gelatlionship
betwaon conpany mobagoment and shaprsholders, creditora snd
difforent rogulatory bodless From all thess, inference can bhe
deawn thal theps cxist in dlasnslon some loopholes Ain the
functioning of Company tanagemsnt ang Lis componition,

1.6

a) hather Lhe secndsants snd different changes in the
Companies Actl, since 1850 hows bean in conforally
vith the objsctives lald down leading to such
snactaentsg

b) Lthe existing ways and msens of ssfeguessrding the
intarost of pertieos associeted vith Lhe companies,
in the light of eaisting practices in differont
countries Llike the UtA, Lhe ULER, wasl sepseny,
Jopesh otc. In ocur soclellistic pebtern of socioly
thers is ovepy likelihood thet the soclelist form
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d)

e)
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of ashageaent of Lthe steta-owncd enlerprises of the
JSER snd Chins axeprted geeal influencs on the
aansgement patiorn aﬁd-prnéticea in this countey,
Thersfors, Lhe systam of ssnagemant of SlLata~enter~
prisss of those countrics is slso to be discussed;

the sxiating nopan of 'democratisetion’ when Lhaps
is dispersal of sharsholdings, negligonce on the
part of the sharcholdaprs and lack of knowladge in
the lavs and affsice of the Compeny and Lo anslyse
whethar AL is possible Le ostzblish domocrstisstion
of shareholdars by praviding enacliamsnt or asmendaent
in this regerd;

the nead for grostap professionalisalion in Company
Hanagasent to get rid of sutusl suspiclion belveen

manageaent and ownapship, company snd Govspnmanis and

to suggest on ldeal form of Company=Mgnsgesent which
will creata healthy pelationship asong all the
parties concesned, which will play s grestsp gole
in nation=building, in socisl and economic spheres
and which vill invite losser nuaber of litigetions
snd assure lesst vestage of tims and soney leading

to rationsl form of Company Mansgoment, GSut it should

be romesbered Lthat the soclety Lis slvays s dynaalc
ons and Lo sull Lhe needs of changing sociely, no
format should be taken ss an Ldeal one Tog svep.



21

1.7  Ihe Jcage af Study ¢

'Corporste enagesent' bacrs two ssanings « ons is brosder
which covaers all munagemsant funclions in & corporste business
antarprise such as production, serkoting, finsnce, sstepial snd
parsonnel assnasgessnt snd all corporats planning snd execullon
according to plamnings In othep worde, it relates Lo the tLotel
procegs of sanagesent of & corporstes entegprise. In e narpover
ssnes it is congeasnad vith Lhe structure of the top senagesent
in 2 coapeny vith Lhe papsons manning it ond covers such Lechni-
cal ampects as the funclions end gnla of the board of dirsctors,
Lis calationship with the shapchuldaes and with the chief sxecu~
tive, the rights and soepansibliliities of the share~holders end
tho various lagal op institutional forms to exppess them., in
doing »o, it slso enteps into thn sors general sasucs of Lhe
relationship betussn socisly and cosporate business sad latler's
repponsiblility Lowards the formar and in il ‘mﬂ. visible aysbal,

the Gommnt«'s

IL is in thia second senss we have underatood corporste
apnagesent, This is ocur figst lisitstion,

Maneging Ageney is the fiest institutionsl form of Compeny
Yenagament in Indis. For the perlod 1810 to 197U it dominsied
the scene of comspsny sansgessnt In Indis snd ecliped the institu~
tion of board of directors. Ths dominasblion by the ssnaging asgency

15, Languples Or, N.Key chmg“lpg Hattapn of Corporaste Manegeseni;

Vikes Fubllishing Houss o Lbds, Mew Delhi, 2nd Revised
E'dn. 1 C}Bj, ‘D""l r
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ves graduslly declining after indspendence. In the esprlier part
af Lhs history of company msnsgemant the msin theme constitubes
the aanaging agents. Ostsiled discussion has bsen made on Lhe
origin and backgeound of tho clasa of peopls vho compelee direce
tor of large sgale companies, thelr enlreprensurlsl stiitude,
prosctionsl rols, fasily or group froo which Lesditionsl businass
clasnss appesr, Lhelr role Lo sccommodsle Lhe naw clrcumstances
sppear and finally the growth of profcssional asnagasent, we
have sles trisd to highlight the other corslsted forms of
sanageasnt, such as, sscrelspies snd Lroaspures, ssnager snd
wanaging directop stec. Aftar sbolition of sonaging agency end
secrelarics and tooasurars from the soll of Indis on end fron
3ed Apﬁll. 1970, the only slternative fopas romeing Lo the
agnagement by bospd of dirsctors. Uur study of 75 coapaniss
rowaals that 25 companies age senaged by the boapd with 1 asna~
ging directop-cum~chairasn (33.%:), 17 coapaniss by Lhe bourd of
directors without any assnaging directar/senager/whale~tine direc~
tor (32,75), 18 coahunlss by the bhosed viih sanaging dissclor
including erscutive director/dirsclors/marc Lhen one sansging
director (25.3%), 2 compenies are ssnaged by bosed vith sansging
director including vholo time dirsctop (2,7%), 12 companies are
nanayed by two~tier board (183).

Tuo'tlur sonagenent of compeny is 8 nay cul=look of Lhe
histery of compsny asnsgement in Indis. This tsndency is visible
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fron the Annvel Reperts (1983+84) of Lhe felloving cempanies i

1)) Assscieted Cesent Companies Linmiledy

2) Mahindrs & Mahindes Limitad)

3) The Seshey Oysing And Menufscturing Company Limitsd;
4) Ashek Leyland Limileds

5) Tets lron & Stasl Compeny Limited,

The bosed of dipcctors of Assucisted Cement Companles (ACC)
announced at Sombay on the 1TLh July 1588 thet the company will
not heve s managing director, but vill be msnsged by Lhe besrd
acting Lhreugh Lhe ancoutivs commitbes of Lhe board of directors.

A press raleass, Llssusd by the Compeny An Lhe svening
issue, ssys thet Mp, T.V, telan,; whole=bine dirsstor, and Mp.
Aels Kapur who has Deen appointed as & vhole-Lise direstor n
the bosrd vill shars the dey~to=dey respongibliliities fap ruwning
the orgenisstion under Lhe dirsct supervision of Lhe sxscutive
cosaittes of the board of direotors.'®

Out of 300, industeisl gianis in Lhe privete soclor
ranked ascsopding Lo net seles in 1983~04 published in o specisl
Losus Of Busimess Stendard revesls that 288 gompeniss (50%) ers
sanaged by Lhe besrd with senaging dirvster/ehief sxessutive/
exscutive amwlmumt."

1t s expscted that nav style of managenent i.e. twe-lier

168, The Econgnis Tises ~ Cllmttl. July 18, 1088,

1Te llulnu wﬂu » m g w euun.
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systens Ls golng to be popular day by dey snd AL will go on incres~
sing in o nusber ss 3 process of historicesl evolution,

Top mesnagement of o coapany, vhoss dutlies sncompass the
aenngoasnt of ssnagors, hes » gewclal part Lo pley in Lhis direce
tion right from the heginning of saployment of Menagera/Mansging
Diroctor possassing motivetional stililude. fuccess of the tap
mensgessnt depends on and slacts vith knovledge snd thecsfors,

At sust aie 8l crseting o thirst for nowledge saongst Lhelr
msanegara/msnaging directar or exocutives,. Knovladge vhen put to
peactice Llnvapiably beings aboul confldences and this leads to
succenas, Lharsby putting jeceter sfforts Lo work hapder for per~
faction. A desire for greater knowlsdge along with ﬁuceesa deives

him on snd on,

Lxecutlives ihnuld have the attitudes of entrepesnasurship,
who should constantly seagch in their environment the oppostunity
which they can exploit. The rescurcas are lend, labour, capital
snd organisation Lo waprk with and such scapce resoupces adst be
utlilised vith greaster casulion Lo sapsnd thelr business and sclie
vities Lo svold any'ealnulty due Lo bad management,

The sacond limitstion of our study is that wve have teled
Lo hi hlight the affalrs of Lop ssnageasnt of Lhe privale sector
caompanies and thegefare, thes subjecliesotter of our analysis is
based sn Lhe vorking of the opgenlised privele asectop compenics in
the light of the eaparience of the successful menagsment tachniques
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folloved by difforent countelies for managemsnt of Lthelr own
snterprises,  In our atudy, iR will rovesl Lhat tLsohnigues snd
methods of sonagement of compsnles sdopted by ﬂlffnéuﬁl countplies
sro axepting theis Anflusnce on the Indian astbod of company
asnagement, As for onsapls, we csn sey that twoeiLior systieas of
dest Cegmany, profassionalizstion of company ssnasgemant of the
UtA, whole«life anployasnt pollicy of Japenh, the sxecutive like
manager/ssnaging diroctuor system of Grosel triteln and sbove
sll, the mucislistic senagemant of the stasls-owned entepprises
of the ULER end Chine « all theose tsshniquss and stylea hve
sabellighed cur fors of compsny ssnsgesent.

Thare are also mo. MInr characteplistics of privetle
saclor company assnagssent culture in Indla. 0Or. R.K. Heanpld,
in his srticle, 'Haensgessnt : Hereditopy and peofresionsl’,
states, "ine of Lhe businese groups in Indls 1is having a system
of financiasl conteol, which probably is ane of the finsstl sysieas
of contpol anywhope in the mrm."a Mg, Ashok Molholes observes
An his srticle that sost Indian orgenisstions have shown »
ronarkable inesnsibillity to the sttitudss snd velues of thelr
people = which poots to this sttitude lie in the joint faaily
systea, whepsin there s precissly the equation bhestwesn Lhe
Individusl and the system,!®

The most iapoptant featurs of the Indian aystom of
private msclor corporate mensgesent = gpecloily the large ones

18, Hageel Dpe ReKe Apticle 3 ME:::M t ‘hepaditesy end
mﬂ%l publishad An Chap d Lecretapy, VOL, NG,
Q9 .

19, “Malhotea Aghok Article 'Valus eroplon and ssnsgerial
slisnstion in IndienOpgenisstione’ Businarzs India
Januagy 14 Lo 27, 1586,
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which constituls groups enjuy » lot of powver, has bucoss the
root of praoblem of ssnagumant, Ouring the first snd second
dacsdes of independencs, the Goveramsant congentreled on indus~
trisl geowth, During this perlod, hs priveate ssclor companies
did expalilent Job for the industrialisstlion of Lhe counltey, of
courss, by recelving financial ond other helps from the Govern~
mant. This causad concentration of wealth in few hends, sccumu~
letion of blsck or unsccounted money, inequality of income end
disparity betwoen have's and heve-net'a., Nalupally, the neyw
courss wvhepe a dsmocratlic Governsent wedded to socio~seananic
rsfora of Lhe soclisty had Lo take stock of the asctual snd poten-
tisl solito-sconoalc powsy which the privaste sactor han coms Qo
acquiro snd think of aaaraar;nte stepes Lo keaep it under contpol,
dut the course of the flow of a river con not bs turned just
apposit dirsction by statule, 73 a rosuitl of the aterict conteol,
thouaoh clalaed by Lhe GCovarnamenit, has imppoved economy but in
aclual practice, it neither proved seatisfactopry to the business~
men noe brought the socisl justice to the ordineey people of
India, un the contpary, it csuses uneconoale gerowlh of sconemy
which is nol viable and capable of standing in wvorld compstiition.
Un the oither side, prablems releting to concentpation of sconosic
powsy snd accountablliity have incressed,

in opdor Lo s:ilve the probles of restpsint, present
Govegrnuent has taken Lhe initistive to libepalize policiss snd
to raduce cumbersoms proceducess 1t has sought Lo give 8 new
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direction to sgonoslc policy vis libesalisstion of lmports snd
industrisl licensing, relsastion of MATP gestriclions by incres-
sing colling from Re.20 ceorwstois fUU crores, relsastion of
corparate tax pate fros 53 pep cent to 50 pep cont, import of
technalagy, invitetion of nult&nuitanul compenies to estsblish
businasas in Indlis in ths specific field of sofisticasted sxpopt
orientsd goods, leports of Lechaical knowshow, sncoursgement of
non~pesident Indians for lnvéeastassnt in Indisn Jndustrlios, con~
cosslon of custom snd excise dutlies An certain cesss, fopmulating
nav taxtile policy ond all eeking sultatile provisions for sick
industries, Mogpeover, priocity so fep given on publlic ssctore
hae been thust upon the privats ssctor.

While imaugurating s woskahop en ‘highwcorct of sconomy’
st Hew Dalhl, on July 18th, 1385 the Union Ministep for Indusiey
end Campeny Affales, Mp. Vescendras Patll urged the industey to
respond Lo the moves ande by the Govapnsent, The ainlster ssin-
takned that the :ovepmment on its papt had brought about esjor
changes 1n Lhe dmgort policy, el:etronlcs policy, industrisl
policy ond sllied srens. Thapsfore, the ‘hall is now on the
court cf the industry snd you have to caspond positively by
ralaing production, improving peoductivity end bringing shout
cost redustion snd quelity impsovemsnt.' This, ths Ministes
svargod, would indicete the Covernment’s fatth in ths steengih
and dynanies of Lhs Indisn industey. Otheswiss, it would not
only lose the sympathy of Lthe poaple bub aleo the soral right
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to spprosch ths Govegnaent. Spsaking on the occasion, Mp. K,
8irle, complemeniod Lhe Covernsant on the policy-ssasures Lakon
recontly, IL vas imperstive Lo capitalise for the rapid expan~
sion of the econosy so thet Lhe Benofits reached the veskest
sections of noclety, he asid,

In oup viev, undze the presant strugsture of asnsgesont,
probloms vould nat be solvad as Lhe boapd of dirsctors of the
company 1s povarlens and scte like dolls ot the honds of the
visible or invisible poweeful Jroups ar Individuals possassing
substantisl stake, “asbors of the bosrd reasin in power so long
Lthey serve the intereast of the groups or individuals holding

S0vag.

The atructurs of the top managomont sust bs changed An
opder Lo naks At s ratlonpl, result~opiented and =ffsctive, to
apintain industirial peace, to solve problems of sconomic power
and sccountabllity, to estsblish gesater asssunt of pprofessiona~
lisation and to provide Lhe boards of directore with pepressn=
tation from asjer finsncial Linstitutions snd bLanks which invest
8 substantisl part of finsnce sacunting Re.12,195 cporen as ob
Harohy 1983°%, representation of Government msinly for upholding
the public intepest and of vorkses as promissd by the constitution
of Indls.

re— -

2, Thas Lconomic Tises, Calcutta, Uatober 2, 13984,
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COMPONENT « WISE ¢

T AGGISTANCE DISBURSED ¢ 1
BY FINANCIAL INSTITUTIONS !

e — . Tha cumulative assistence dis-
SN OF HARCH 1983, Ros CRURLL 1 bursed by si) financisl instity=
FUREIGN EQULTY DEBEN= ' tlona uplo the end of Merch, 1883
CLURRENCY & Twrg °
LOANE(8,25) f:égﬁa- (3.12) : saounteod Re.lZ,185 croras. Mogpe

ENG
(4.8%) ' than fourefifih of the Lotal
GUIARAN '
{EEE ; : sasistsnce wes in the foem of
35
: rupes loens, Foreign cuppency
' leans smountad te A8.935 epores
: only. The balance anouni wers
: disbursed against shares, dsben~
| tures snd gusrantecs.
; ET Ressarch Lurosu.
TOTAL REL12,198 CRORES "1

In order Lo undepstang ths amount of investsent sade by the
public finencial institutions, two quotstions are vorthmentioning,
Thope are as follove 1

°A pacent compilation of the tap 542 private ssctor companies
renked sccording to thelp net assels shovs thet Lhe sgrregets net
assets of those companles vhich should agcount for the bulk of the
sntirs privete ssgtor asounts L0 Ra.14,T60 ererctaa‘

e ais.

2l, Commepca, toubsy, Mareh 20, 1982,
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"ag on 3tst Mapch, 1384, Lhe Lotsl pald-up cepilel of
83,294 privats ssctor compsnics stoed abl Re.5814 srores, vheress
the pald~up capitsl of 970 Govapnment Coapaniss stood st Re, 16418

crore haa

The sbove wentlonad figurse show vhat a colosssl asount
of public noney has been Anvested in thae privats compenies by
the financial iastitutions:. This is s peculisr festuse of the
scone of tha privats secior companies In Indiae. As all of thowss
financial ingtitutions sre owned by Lhe Covagnmant, iL hae
bogoma a aoral obllgatia& on Lthe part of tha covernasni Lo nomie
nats 8 numbap of directors Lo the board in which publie.moncr
from those institullonz has baan Lnvestod snd to look-afisy ond
gulide for its proper utlilisstlon, This saperiment has proved
successful in coapany asnajoasni in other developed cnuu;rlat
of the vorld, Tuowtler board with consaguentisl effect of the
smargence of the vorkers' participation and professionslisation
sasne Lo be the process of avolutlion of Lha company mansgesant
in Indie. These Lesnds age baound to get aors prongunced snd
have paved Lhe way Lovapds Lha aystem of Multiple Tuo~Tier

Hoapd.

Zultiele Jua-Tier Ogard ¢

Ut the Twe~Tisr ticard, Lhe first board will be nsasd »s
“olicy Comed conslsting of progortionsts representatives of
diroctors on the baals of shares held by individuslas, banke end

22, Ug.chty April) 17, 1985,
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finenclal institutions. Uesides these, Lhers will be one op Lwe
reprosentatives of the Government depanding on the lasgenssn/
capital investment op public interest, Une third of tha number
of sesbers of the Folicy Seasd vill bs ropresentsd by vorkses'
cepragsentatives, ank will also nominnte reprosentative/reprew
mt.auvﬁ os 8 Lrustsa of sawall holdags of sgully stake., From
amongst Lhe pepressntatives of Gavernmont/Gank and Financlal Inge
titutions Chalpsmen of the Policy Joerd will be seleclads The
aansging dicector will be selected from saongst the individusl
shapeholders (the reprasentative of major sharshalding by an
Andividusl or group/groups will be selected msnaging dirsctor).
The managing dircclop being sx=officlio meabep of Lhe sxooutlive
board would be the Frustident of the txecutive oard and sct ep

8 link botwean the Lwo boapdss Folicy Gospd will foraulste policy
and supervision of the actusl iaplemantstion of those policles
vill be sade by the Execulive Goseds

The xscutive Hosrd vill consist of the professional
employesss, possibly, inecharge of opr dopartasntal hesds including
the mansging dirsclor., Thele duties would bs Lo laplement and
trenslate into praclice of those policise fossulsted by the
Policy Boards Ths difficultlss in the wey of sctusl vorking or
hurdles thay face or thele expsriise opinion ape to Do comsunice~
tsd Lthrough the managing directopr of by inviting them Lo the
weseting ap spucial invites or by writien commuynicetion es
asalgnad to them,
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This syskem cen bes appllied with profit both in public end
private sntagpelses. Me. Soblole Skimha wblile fapwarding the
Bnak Corporstes Menagessnt and Accountabllity by Dr. LeCe Gupls
states, "in the sunning of public sectop unils Lhe sealistsnce of
privste entpapronsuss should be sobillised. what Le standing in
the way of this being done As & lok of muspicion on the part of
the Govepneent gregarding Lha bDonsfides of the private entgeppe~
agsurs. There sre 8 lot of able and honest entpappencurs vho ars
roady to nake their sorvices avallable Lo the Government on on
honost bosis. As regards the ragulation of the private sector,
the trouble in the countey is nol lack of legislstive authorily
bul unvillingness and incapscity Lo adelalister the laws, Sut
the private mecltor must refora Ltaelf in 8 apipit of anlighlensd
solf interost., A sense of trusiceshlp ahould preveil An privete
ssgctor uanageaant; which must slno aake profites on Lhe hasle of
afficiency, pathae nonopolistic and unfale practices. Thepe e
esple avivenge Lo prove Lhat privete bensfit and jublic good can
be hermonished."? |

We sincersly balievs Lhat Multiple Tuo=Tiep Gosrd fore of
sgnageassnt vwill be abls to solve sony problems such ss econamic
paver snd acgountablliity, hurdlies in the vay of implemontation of
nev esconosdc palicy, better utilisastion of aen pover eand nstursl
resources and slinination of sicknoss in industriss “which emounts
Lo 80,000 units as on 31.%2.03“24 promote greatee productivily
and anpurs batter motlvstion.

A e AR e -

23 Simhe S.l.N. Dlrectaor, institute for Finsnciasl Mang L
snd Regasrch, Kotharl Road, Medras 3, whils forws
haohz GCorposats Hnatenuunt and Accountablliity Lowards
Joint tsgtogs by Ore LoCoe Guplee The Mmemillan Company
indla Lide Ist Ldn, 1374, P,1V,

2l The Cconamic Times, Calcutts, Octobep 2, 1304,
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The ssin objestion to this nev forast asy beo thet hamo~
genaity of the bosed moy not be maintained for Lasking declision
which 13 Loo vitel for any econonic ontarpeines ur viov s
thet Lthe chaleman with his shil;. p@raeuullty, educeiion, sin~
cority end efficiency can being in homogsneity at Gospds’
mestings. On the ples of homogeneity, the sasabsee of Lhe bosrd
should ant be sade rubder stamp.

tasondly, it may be apgued sgainst this sysiss tiwi Lhare
is a dangepr of the Govepnaent pepresantalives waiting Lo conmull,
ot evepy stege, tha nusepous departaentsal officiale and Lhe
inisteaps, thepaby delsying decisions, Ultlmseately, sitiwr Goveprne
ment representative or Lhw privats entreprensue vill have Lo be
gntrustaed with the declision asking asutharzity. In the nev scheme
of board, thege vill be regreseniatives of diffsrent componenias
which constituts a company, Therafore, Lt will continue to be
e going conceen for sarving cachprocal interasts. Tha facl s
that the compeny goss on in normal Lise as s punning concern
without any difficulty. Ths problse arimms during the Line of
crisis, 10 our viev Lhis ceisls can be eveprcoms by Lhe combined
strenglh of the doesd, Flnanglel diffuculties can bs sesily
solvad by the inltistive taken by ths bankaes' pepressntelives,
industrial unrest can be solvad uwith the sincers efforts by the
vorkers' repressntstives.

Husiness conmunily may consider AL as back~door netionsli~
sation. Against Lhis arguesnt, AL con be said thet any democpatic
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Government would not allov an ontapprise unbridled Lo ge on rogh-

isssly wherein oo such public soney, a0 ssny worksrs, snd sbove
" all, pudlic interest ars Anvelved. Un the contesry, peves end
prastige depend upon honost pesforesnce of antrustsd vork pep=
formad by sn individual, An honest entreprensur susk scoepl
this challonge and sdept hissslf to the ase silustlon end exert
his full engrgy, sffiolency, skill snd sincerity for Lhe betlep
perfarsance of the entarpeise in which he Lis involved., An sn
axsspls, collsborstion of Goonka group with the Government of
West Bengsl in MHaldis Petrea=Chamical Complex in Joint ssetos
onterpeise will sncourage sthap businessssen to come forvard in
the sisiler joint mector project and ultisately welcose Multlipls
Tua=Thear Oosrd systoa of senagesent.

The socislists say segus thet undes 'twitiple=Tuoe=Tier
dosrd system' private ssctor businessmen of group in substentisl
shareholding will run Lhe compeny and their Lllegal activities
sight e sppraved by the inefficient rupramuilua of the
Government or financiasl instituilons, |

Nstionslisstion of all compenies is the beast sclution, no
doubt., Hut under the present condition Lt ks nsither possible
nopr feasible, o aro to remambesr Lhat thers ls no doerth of
talents in Indls who venis Lo sct honeally and sincersly, Govepne
sont sust selsct much efficient, honest snd axpsrisnced profe~
ssionals as nonincas.



1.5 Matbadelegy o

The study As oainly basad an theoreticsl approach showing
the ovalution in cospsny sansgesont and difforent problems
stteched Lhegsto. tuch theerebicol approsch hes boon duly
analysad on the hasis of aapsrical svidence suppocted by diffap~
ant case lave, axisting ralovent statutes »o os L0 verify diffep-
ent hypolheses svolved from theoretical studies. Cver end sbove
the analysls bssed on 8 nuaber of spacific coapanies' reports,
fisld study has elso boen made Lo suggsst sone concrols steps
La recrganiee the present petisen of company msnagsasnt, Thegee
fore, ve can ssy that the aathodology adoptsd in the present
study iz both theogeticsl and smpeplieanl or in other voeds, AL
cen be ssid that it is sn adeixture of both theorstical snd
smpaprical approsth,

1.9,

We have gone thepough all the avalleble literotures dealing
with the gystes of aansgement of business anterprises both of
capitalist and socislist counteles, for upkseping curself of
racent developaonts in this rsspoct.

We sre refarcing here soms of Lhe contsmporsey books
publighad afior 1850 which supplied us sufficient ssterials for
ousr studys

Ehart findings of the avallable litepstures are given
belov 1
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Dpe NeKe wg:;:l
ch—m! et of Corpepsta Mansgesant,
tacond Ldition 1803
Vikisa Publ) House Pebk, Lides
e0/4, xmmu Apen,
mzunw - 201010,
This book scens the developasnt of corporsts sanagement
in Lhe lacge scale private sectos An hoth opganlsstional
and sntrspronsuplial sspocts ainces the Companioes Act, 1913
and more epscificslly sincs ladependencs.
EukKe Chalrsborly, t&“‘
Soepd of Clrestars in Indis
Thelr mun 3 W“"
01" Ingt Hemsgesent, Assoaistl

. sscciation
Mans ¢t House ’
14, natitutionsl Acen,
Lodi Roed,
New aalht - 110003,
Thie book is s compengium of cantsibution covering prectie
cally every aspoct of Dosrd Room, prectices in the Indien
context, The contglibutors, who include osainent assnagesont
exparts, Lop exagutives of lesding entopprises, prominant
industriallists and distingulished acadealiclens have dealt
with & wido range of Lssuss Lhal besr on Lhe effeciivae
working of doapd of Dlrectors in Lhe Public snd Frivets

Sealors.

Op OMSO“I Dasy Pheils (Ewon,)
Lﬂ:ﬂ. x' .o-" ’ * ¢

Industrisl m-wpﬂn,
Segond Egn, ¥ sts,
Oplont Langeens,

This beok published in 1930, gontelns comments on the
sosentous developsanis of subsequent yasrs including o
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detailed snalysis of Lhe new Indlan Compenias Act which
vas supposad Lo coms into operation st spproxisetely the
dste of pyulication af this second editlon (1956),

Nationsl Council of Applied
aeoua-le utltch. New D=l

5’” Em. 1989,
A'ii fngsa

published by th# Jtysalﬂqhﬁ-

Bombay.

This bhook éovluvaﬂ of the Menaging Agency aystam end its
vorking snd prospects of its futurs.

Belle SON

Thc New ’rantltts of

et S

tastem Law Housa,

Calcutla,

The book focunes the attention of Coarporation Lawyers Lo
the sodepn devalopaents in Corporetion, ue Lo the funde~
mental changes that taks placs in pecent Lime, Lhe English
Compsny Lav 15 no longse Lhe only source, the ispact of
modeen Corporstion in Lhe U, ,A,, West Cersany atc, and
ths nev sccounting mathods in the L.ll.beite hove et into
sotion far rosching changes in Lhs conventional approasch
Lo compeny jurlsprudence.

ReKe H.ll"

The u&tuctuou of the Cosporate Fpivete Seclos,

A ghudy of Concsntestion, ounorahlp and cantral Edne 1887,
Agie Publishing Houss,

Bombay. |

This ook is 8 study of tventy businass groups which

reprasant s cross~ssction of Lths corporets pgrivete sector
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An India, describss the natups and extent of Lheir control
over industey, financs snd Lrsde, snd exsaines thelr parti-
cipstion An phars capital, directly as well ss thpough
invssting companlas snd nasinoes,

Petep F. Drucker |

The an;tsna of ﬁbnaguunnt Egn, 1968

Helnemann : London,

This book stisapis to gulde men in major sanagament positlon
enabling them Lo sxamine thelp own work snd perfoprmance,

to diagnoss thelr wosknesges ond Lo improve thalr own
effectivansce as vell ss the presulls of Lhe enterpries
thay ape rasponeible for. 1L provides s vision of vhat
managensnt 15 shd concrste guldance in the knowledge,
pacformence and discipline,

Apabinda Rey,

Tha Maneger

Jeyond ths Organisation Ist Ldn, 198U

The Msoaillan Company of Indis Ltd., "ombay.

This book desls with the important msattsr that the posal~
bility of success foe sn Indian lles in an intslligent
sppraclation of hls living envigonmsnt snd in hie adspla~
tion to that particular ethos snhd not by sstiing sxasples
from the vest which sre irrslovant in Indian context.
Apablinds ﬂug'n

The Indlien ager An Seapch of a Style,

Edn, 970

The f‘hﬂliltﬂ Cheyp

Sosbay.

This book rendors gulidence Lo Lhe sanager for the adoptation



10,

11,

12

39

of ney changes that took plsge in Indie snd Lhese haw
given thaa apposrtunity to take mesnagerisl profession vhieh
had naver srose in Indian histary.
deajars) Hohanty
Mensgeaent cnntnl aystons,
ist, £dn, 1980,
Maomillen Co., *Bombay.
This book conteibutes to Lhe cayse of good sanagement in
India through doteliled study of Lhe various aspects of
nonagaaent planning snd contpol systemss procontly deslipned
by too speclalist consultanta in 8 very lapge tachnology
hassd on Inulan orysnisallion and pprovides reallstic optione
and yulde linos for a systesatic laplementor.
dpach c.fole
Hanaging Fopr Rovivel

g plan of action tnuarda effective
mma gement t.hr narhet.mg
1t publlshad
Publiished by “anaqauan t Publicablon Limited
for the Oritish (natituts of
Management London,
It is & simple and upgenl sassage Lo boerds of dicactoes
and heads of fipes, in Lhe context of the seplous plight
of the nation's sconomy and suggests Lhe vays and seanp
of reasdying this plight on the bauls of detepsining
scononic visbllity,
Honoue T.F. andg Mein varing S.M,
Susiness and mwlcqy Edn, 1982
Geoom Holm @ London & Conberre,
This book provides the buainess studlas with 8 board under

standing of the soclologicesl theorles sad concepts pelsting
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‘Lo the businses woeld by belnging Logathep Lhe boat of

organisation theory, industrisl relations theory end
industrial seciology in comnon cause pather than frag~
tions dispuls,

John Glagden

v t Inforeastion Retplovel, Sdn. 1380,

MeFabs Publication London, -

It provides 'iaforastion explesion' in menziement sgubject.
it also includes o classicel key to the main alphabeticsl

-~ seguesnce, 8 teroasuces af industries, and a llist of manage~

mont sducation Leras,

Roger Felk

The Susiness of “ansgemsnt Apt and Cpeft,

Ath Edn, 1370 Pyblished by Menagenent

Publications Llalted for the Seitlish

Institute of Manageamani, London,

This book deals in grester depth wilh Jdeiteinsg situstion
ang statos that the aim of full employsent had produced
a national coamitaent Lo, and pre-ocecupation vith, »
daclared abjecltives which glves a keen adgs Lo the msenage~
mant pgroblems and which makes Lhe peitiash situetion the
sore challenging. inlightsned lesdership in manageoent
sen play o declsive pert in salving the problem of husan

survival,

e eiorcia gesent snd Acoountenilit
sta ane S80UN
A Jri:t Sentor, tan. 1974, Meceillen, ye
Publishad on bahslf of institute for
;:::nclax Managenent snd Reavarch,

88
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The suthor in this book developed the idaa of jJoint sector
moveasnt in India, The dasic ides undeplying thes concept
is a combinstion of jolnt ownershlip, Joint contpol and
professional asasnaqeasnt for grsatar accountability end
chacking sconomic pover of Lthe blig businacas housss, Jur

reacomsendation of ultiple Two=Tier toapd is Lhe axtension
of the jdes of Ops Leue Gupla.

Apart from theps pafaprences are also sads of mome Amportent
baooks in which the suthors dosl with the subjoct msstiors of com~

pany mansgessnt,

thopt findings of Lhe asvallsble literstupes are given

below

te Jee Hygmble
Isproving Monas Lt Papfopaance
Ldne 1963, 157,
It conteing a dynamic epprosch to Henagesment by objectives,
describing ean intsgrsted spprosch Lo mensgement development
and coapany plenning which incraass profllsblility,
o Meneqement’ Information and the t
gensnt Infaorsation sn Computees,
Ists Eon, 19574,

Agcountangy Age UDaok, published by Haysspket fublishin
Litdey London, ’ °

In Lhis book author desceibes his apprecistion of the
intselationships betveen asnsgoment tecmigues and computer
technology.
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A, Rapslys :

Guide Lo tha (ompanims Agt,
13Lh Edn, 19084,

Jadhwe and Company Pwt. Lids,
Nagpur e

it is & lzgal classlc of our tisep. (ost suthopitotive
and dependabla, It is » lsading coonmentapry company lev
sng affectively weats Lhe prablens of coapany leaw and

sana gosent .

tanuel Ellon,

Agpoct of Mensgoement tdn, 1877,
Paegenen Taxt dook,

Parguaan Preoss,

London,

This book gonteins raslistic epprosch in foro of acticles
on differant aapecis of monagessni,

Poter Fo Drucker,

Mesnagesent in Tupbulent Times,

&ml ‘m.

Helnesan,

London.

This book contsina subject mettep on the functions of the
nenageaant Ln twurbulent tisas whlch are really Lleportant
tasks. |

Johnson 3pruch, Ldited,

The stiasck on Copporstes Americs,
tdn. 1978,

Articlos of differant authors regagding moclal pesponsibility

of business,

Mehy wiplght,

The Husiness of Jusiness,

Private Entepprise and Public Affsirs, Lane 13587,
Mg Griaw » Hill Ince Rupe & Co,,

Calcutta,
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Teking a positive viaw of the businessman's role in
public affalirs, the suthor affers constructive suggestions
for business pagticipatlion in arens now almost exclusively
the provines of Govepnment agtivity,

€1} Goldaton,

Marton C, Hespbert sad Rylsnd G, Heal Editsd,

New Amesiosn Susiness Cosporstion,

2nd Edn, 1372,

The Mt Frees, Massachusetis,

Institute of foehnaloqy Canbelidge,

It conteine of the angwer of the guestion what business
is and ths grest lassues of acdoprn mocisiy.

Jecer Tivis Nelson (Jps)

The Sest of Petep Upruthker on Managonent,

Helnenann 1 London,

It contpings the mathods ss to how Lo use Lhlis book and
dafination of ey tepas,

Jotn Kensth Galbeaith,

The New xndua&rlaa State,

3rd tdn, Revipsed (1978),

Honghton HMAfFLin Company,

doston,

In the book, suthor dosceibes that in the entpspeancurial
entepprice pover reslts vith those vho makes declsions, In
the mature enterprise this pover has passed inavitebly and
irravocslly, form the individual to group.

Nadar Rsiph and J. Merk Gesen sdited

Corporats Power in Assrice,

Ist, tan, 1973,

This boak contains diffepent apticlen on cocporate

snterppions in U,SeA.
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Gorpor fon imaqe in Indis,
Can, 194,
Fuhlxuhad by K.i. Seshagird Reo for “heiran Contre
for industriasl raletions and husen resources,
Nay Delh) - 5,

This study was undertaken by Shrirsa Contre for Alndustrisl
relotions and husen resources in collsboration with all
Indis Managensnt Assucistion,

13, Prahald Kuase Basi,
Fublic interprise
Tst published, 1883,
Allled Pyblisheps Pvt. Ltdey
ey dalhi,
it conteins policy, perforasnce and peofessionslisstion
of public entecpelioss.

14, Yo Thomus,
Hansging A dusiness &n Indla, ilat Edn, 1389,
Allled Fublishoprs Pvt, Ltde,
Nev Dslhi.
This ook containe Lhe fact thet & distinct trend in the
net vork of Govepnaent controle in India has dbesn made
despite the intentlons and pronouncements Lo the countey

for liberallsstion,

15 Justics Rg Lndnr Sachor,

Chalireen o gg;' ared Expert Lomsitise
t of ths lttnc on Compenies and
P Agts, Augu

MANLSLEY Of Lo, B atios snd

Conpany affairs,

Govepnmant of Indis,

Neay aﬁlhl .

i1t conteins astters vihilch ere nescessapry Lo consider and

report on vhatl changes are necessary in ths Compenies Act,
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1955, and the onapulles end Resteistive Trade Fragtlcea
hct. 1983,

Alfred O, Chendler (Jp.)

The Viasible Hand Lhe Menagepisl Rsvolution in Asesicen
Business, Edn, 1977, Lthe Selknap Prese of Marvard
University Massschusetls and London,

This book contains 8 chronological study of lenagerisl

uﬁuaun.

L. John raluazsk

«“111 The &:arpm&on turvive ?
1ath tdn,.

Raston Publishing Co.y Ince,
A Ppatics~fal Coey

Reston, Verginie.

Thiz book containg a repespch vork conductad by Hensgesent
Centee (MC) curops, in lete 1374 psgarding Corparstie
torinl Responsibllity of dpitish Companlas and Compsnies
head gquacters In the tucropean conomic Community (E££C).
Dr. HeKe Longupbta ond A. Dasaum

Ist idn. 1970,

Govapnment end Jusinegs 10 Indls,

Allied igok Aqmy.

Calcuytta, .

In this buok, authors desturibed the relationship belucen
the Covepnment wend Lthe Dusiness undep the pressnt contons
of the pegulated sconcmy,

3+ F¢ Khorshad, Hsden

Iat Edn, 197

Manasgement of Corpocration,

Pragrassive Corperstion Pn. Lids,

Bombay - 1.

This book conteins a compariestive study of develepeent eof

Company Management of diffecent countries in Lhe vorld and
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recoaaondations hevs basn msde for Lhe dovelopment of Lhe
managenent. of Lha Indlian Companioss.
Sl Ae Yebimoy
Sovist lndus%:g Ist Ban. 1568
Progressive lehing
Mo sove
The authopr in this bhuok gives & genscal ldes sbout the
most impartsnt features snd pesrticulseities of tovist
Incustey,
2% Fe #iilian Clueck,
Susinass Folicy end Sipagetic Menagement,
3rd Edn, 1982
Mg = Cpay 0w H!.ll'
This book designed Lo meet Lhe needs of studenta of

business policy snd stestegic nanagemenk.

we have tried Lo kcep ourselves in touch with the findinge
of verious prescarch burseous, iike that of the Susiness Standapd
and Tha cconomic Timss, Calcutla, valusble articles, statistics
snd Ainforastion obtsined from dally papers decling with econoalc
matters, monthly sagezines, magazines issued by the professionel
institutione. e sent lsiiers requestiing ons hundred cospeniss
listed on the basis of assels. The letter contains quastionsires
and request to pend thale snnual esports for Luo ysars 1982-83
and 1983~84, Je received 26 replies ond snavers of ths question-
alres put. Lo them, e have complled fron Lhese annuel pepopbs.
Considering the inadequacy es regards the nuaber of compsnies
wha have sent thele Annusl Reports, we have collectsd snmuasl
Reports of 43 Zompan.es from different sources at randum, Kothari's



47

Loonosic end Industrial Culde of Indis (13582«83) rendersd us
lomanpe help An Lhis rogard. us personally sst sesbers of the
bosrd snd Chisf txscullves of gifferend !:.o-pinln situstad ot
Calcutte snd collested veluabls infopasstion, Wo hsve alpe
collected diffurent case lavs decided by Lhs diffarent ceurts
rslating to the ssnagenant of cospanies. Thuas, cup resesrch
study is bassd on both fundsmental and spplied approsch, tone
raferonge in the fops of cess studiss have also been glven in
ruelovent places Lo substantistes Lthe subject astiar of our sludy.

1,10 Samarsh Gag ¢

Many suthors In Lhelr books snd sriicles have painted aut
the loapholss of the presant fore of Loapsny Monagement in Indle
and alsc have suggssted measurss in some cases Lo imsprovs Lhe
praocess of the Company Mansgessnl, These aporedic studiss egw
far off Lhe needad goal snd have touched the frings of the
problen only., We have Lehed Lo deal vith the subjest in the
canvas of brosder porspagtives in tspas of its soclsl selevance,
In our Shesis wa have deslt with sisost sll kinds of lacunee in
Company Mensgeaent which exist sven tovday. An honsst sbtgept
hes alsno boon ssds to dissuss the sultiferious faclers in Indien
Conpany Menmgesent in Lthe cenves of the world situstion 2 as b
develop an idesl sodel of conpany asnsgement Lo safeguard sup
national intesesti. OBy dissussing Lthe histary of Conpeny Menagesent
which renders geest lessans for the future end by going theough
in detall the Annusl Reports of 75 Compenies vith thele subsidieries
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At has becoms possibls to undepstend Lhe Lrend of ssnsgement
pattern of the Compenies in Indis. 1In olhse vords, ve heve trled
Lo snasliyss bolh wstro and micre sspecis of compeny ssnagsment
a3 sguinst ssetional viev of Lhs process Ateelf,

1.4 Zouesan of Qeia ¢

The vork hap basn completed consulting the avallshble
subhentic litscstures on Lhe subject, diffesent Gavesmaent gaposts,
ralavant publicetions feom prefessional jowseuls snd nevepapers,
different guldelines on the sospeny sffuirs Loswed by Lhe Raserve
Senk of lndis snd Compsny Law Board snd Minisipy of Financs,
industey snd Compeny Affalrs fros tims to Lise and diffepent
ralevant caws lavs deglided by lssened judges in Suprsme Court
end diffessnt High Courts. Stetisticel dets Meve slso bewn
collagted and compliled Loking velustls iAnfopsstiion froe the
Annual Reports (1982+83 and 1982«-B4) of 78 Companies including
subsidiary Companiss if Lhey have got sny. Ve heve sles trisd
Lo reviey the raports of differonl cosmittess, comslesions mnd
study groups sw Meuuired for oue study,

tef2  Iba Flan. af the Shudy ¢
The study hes bosn divided into 8 chepless:

CHAPTER © gosnrises 'intpoduction’ dasiing with lepastance
and grovth of companies, its erigin, Indian Congtitution snd ita
sffegt on compeny ssmagoasnt, disteibution of inconc, ssandeents
snd relavent Acts, sta,
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CHAPTER 11 desls, in detall, wilh the histopy of Compeny
Lav snd Managesenl, and steucturs of ssnagewent patiem under
ths Indian Companias Act, 1838,

CHAPTER 111 deuls vith soms of Lhe secent problems of
compeny sensgensnt which sequire lemediets sslullen sush as
problen of sgconomie powse snd accoumtsbllity, probles fep non~
registrution of shaes by Lhe exlsiing senagement, preblon of
the sicknoss of ladusteies, problea of divorce sslationship
betvesn codpeny sshagesant snd sharsholders in one hand end
managenent snd control on Lhe okher, problem of Lhe workess'
participation in aonagement and problan of sastablisheent of
professionslisstion in Company Mansgement.

CHARTER 1V compelises ~ Congtitution of India = its ilspest
on egonomic policy end leglislation visse~via compeny asnagement,

CHAPTER V desls vith the festures of Lhe Campesny Monsge~
asnt of different devalaped countelies of Lthe vorld such as Jepan,
Lhe UesSeAs, Frence nd Wast Gessany. 1L slso includes naturs
aof sanagesent peacticed in state-owned indusirial entsrprises
of soclalist comtries such as Lthe U.S.%5Re ong Chine and the
fafluenge of such systeas of sanagemant on Lhe Cospeny Mensgesent
of Indie.

CHAPTER VI highlights the gomoept of Lhe ‘Joint-Sector’
as prévelent in Indla, defects of the systen, smiggestions for
fusther luprovement of Lhe sxisting joist~gsctor Ldess end
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intpoduction af Multiple Tuo~Tier Sasrd of msnagesent in companies.

CHAPTER Vi1 desls with Lhe pavisw of exnisting aystees of
sansgsnent of seventy~five companiss. Fer this purpose, \hele
sudited svusl cepapis for the ysars 1982-83 and 138384 leve
bean utillised.

CHAPTER V111, the concluding chaplar LAs malnly gonfined Vo
Lhe sumsary of sli Lhe previcus cheaplers and shows Lhe spesific
rocoomendetions as Lo the fore of sansgmment An private garporats
soctor Lo fulfl) the sapiestions of diffspent pestins having
conflicting intspests in mest of the comes.
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Noture of Dpitish Enterprines and Geitiah Lavs lead Lo Lhe
avalution of the Joint Staosk Companise, Corpossts Laws and iis
agmagoenant in indle.

el

Hodepn industelial enterprise in Indis developed only sfter
1880, Its amrlicst senifestotions cane in the veks of the cens~
teuetion of rollvays which asde it essential Lo heve wmodern wopk~
ship fop pepalpr ond salntenence of Lhe polling stock, The offects
of the introdustions of rallivays visra-vis industey in Lhe form
of joint stock company were desseibed by Mera in Lhe follovings
vords ¢

"1 nev that Lhe ingileh millosssey intend Lo endev India
with rallveys wilh the sxcivusive viev of eatesoting et disinished
sxponses Lhe cotion end other swlepisls for Lhelr asnufectures.
Gut vhen you heve oncs introduesd asghinery into the lecomstion
of s countey, vhich possssses Lron snd cosl, yeu/::lblo te vithelsg
At from Ats febricetion, You cannot msintsin g net of rellvaya
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sver an ismense countey withowt iatssducing ell these indusiriel
proussses nesessepry to nest Lhe Asssdists snd ourrent vantis of
pellivay locomotion, end oul of which Lhere sust grov Lhe applice~
tion of sashinery to those brenches of Andusisy nol lsssdiatsly
connected vilh the setlvaya. The sellusy system will, tiwmesfors,
become in India Lguly the fore~rusner of sodern jndustey. Medern
indgusley resulting fron the rallvay systen; will dissolve the
hersditary divisiows of lebous, wpon which rest Lhe Indisn castes,
\hose deciuive lnpedisents Lo Indien progress snd indien pover.”!

“The developaent of reilvays beoke down the isclstion of
tha villagoe, sades the world serkel evsilsble Lo Lhe Indien
produaer, Pscilitatad both fareign snd domestic Lpeade and creeted
Lhe necassery condition for Lhe growth of large scele factory
industry., It vas no cobmeidenss Lhat Lhis was felloved in tiw
latiter decsdes of Lhe countey by Lhe sshablisheent snd quick
grovth of Jule, cotton textile and cesl aining industiries, and
slee of nev fores of business orgunisstion in Lhe shape of Jeint
Stock Companiss snd ssnsging mr."‘

in the sinstemnth omntary & number of Jolnt Stech Cenpanies
cane on the scens but thess wers lorgely depanded upsn fosreign
capital snd vepe reglstesrsd shroad, minly in Englend, Sems jeint
stock compeniss, perticulaely An banking, teading snd fop Anduph
triel purposss, bud boan fepmed in Indis but thele cepitsl end

- iy

te  Maex, "m Future Results of Seitish Rule in Indle,"
Susinese in W‘:m::"m%':..." P it ot o4
Apedl 1918, Pe2Ze Te .

2o Iadd, PP 22-23,
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Anfluencs vare comparstively negiliyibls vith those of cenpenies
sogistered sbrosd. The tas, coffss, rubber, Lextils, seal, =ining
enginesring, iron and sheel end cheslcsl Andustriss grow up
dusing the alddle af tha ninsiesnth cnlury sost of Lhes belng

promoted by Luropesns,

Devslapmont of Compony Mensgesunt An Indls heppesed in
four stages.

teeds of Managing Ageney Sysiem shown on Indlan Soll by
turopsang. Most of Lhe fisms desling in farelgn trede and lergs
scale ilndustries deslt in & lacge varlety ta goods wnd sanaged
sost of the planiations snd iadustriel saterpriess which vere
undar Curopean control. This particular systss Ls known todey
as Monmging Agency systes, This systam was sost sulisble for tLhe
canditions then prewalling in Indla, whwre the axtesnal tesde wes
developed by forsigners vho did not Laks up porasnent residencs
in the countey. The Lasl Indis Company ehich used Lo Lemde in
Indis following the principles of esriieg Tereipn iLpedogn, ssemed
to teade in Indis in 1833 se private nsschents replassd the sspvents
af the compeny but AL ves difficult for Lhes Lo muintain Lthe sane
degree of contiaulty of pellcy and cbligation es hed haen ssin-
tained by East Indis Compeny. Ultimelsly corperets ergmmimition
which tended Lovards gesater continuily repleced pelvets fipms
snd parinapships. These Casperations vers uvswelly Beitish Jeint



o4

Stock Companies with » sterling caplital snd Lhele head offices
in London, With the expsnsion of Trsde and Commercs officimnt
dirsction and senasgeaent became difficult in Lhe cese of Spitish
Companies vhich had their head querters in London, They, thepe~
fors, needed the mpevices of manegers in Indis vho could rendep
first class knovlsdge of locsi conditions, |

Whon, m&nu ney companiocs veps foreed, ths lask of
nensgesent wvore wested Lo vell setablished businesas firus on
coanission basls end Lhass vare the ssnaging agents of sarly
stage "vilh the grovth of Joiat Stock entagories. Merchents whe
wishad to ratirs but did not vant 4o dissogists thesselves com~
plately fron their business foresd a gompeny snd hended over the
sctusl sanagement of L to s vell known figm of sgaents. Thees
senaging agants excecclisnd sore or loss thw same conteel a3 A
sxspcissd Dy managing disectors of Joihl Stock Companies Mn
Englond,"

"Little is known sbout Lhe serly tuilight zone of Lhe
history of our industeieal devalopment in wvhich msenaging sgency
end Lhe Jolnt Stock Compsnies playsd a grest put.""

Although the exact orlgin of the asnaging agency sysies

3 Voare Anstey, Lhe fgoncoalc Dsvelopmeni of Indls, Lengwen Edn.
* 1957 P10 refuecad by Medon OuFs Kharphed = Monagement of
%nrpn:uma. Peogesssive Corperetion Private Litd., Bombay=l,
.m‘ﬁ .

4 NAgam R.K, = Agencles An Indls (Fiesh Round s ¢
* Ngponpch and Statiss Division; Departaent o’f. Conpany l.-u”m
:gl_lmmn;.m. Miniatey of Cemmerce & Industry, Governasnt
M., " g & '
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is lost in time, Leaces of it in embrayo form have basn found as
early ss tha sightsenth centusys® In s mers cecsgnissble foem,
Ats histosy datss beck Lo the Grillsh Agwngy Houmses st Celculte
vhose prisery function conalsted of isporting british goeds and
axporting Indlen goods as sgents of the Seitish Magchante.®

These agency housss geinsd isportance with Lhe intpoduction of
the jolnt siack fosa of entappriss in Indh.‘ The aced of Asw
coapanies Por officient samagerisl personnal, particulsrly disec~
tors, sanagers, snd senaging directors, could nol in Lhope sarly
deys of joint stock onterprises be met in sufficlent nusbees by
Indis Liself, hile forelgn lavestors vho st that Limse held Lhe
majority of the shares An these coapanies wore unvilling to ontpust
thair finences in lndlen handse. Berlitlah sansgers ware rslucstont
to reasin in lndla for long as the clisatic conditions affested
thele hsalth, The only solution to such 8 probles vas to enteust
the menagement of Lhsse ney saterpeises to Lhe old esteblished
Gritlsh Agency Houses vhich wage fun in peslnership snd vhoss
pasinurs sould taks tures to remein in Indis?

it soon bscans practice for new compenies to sater into
agreonente of asnagemont with these old sgency firms which hed
the confidence of Bpikish Anvestors and vers quick Lo ses Lhe
apportunity provided by lndia's nesd for finenge snd menagesisl

Se Opegity, Pe2,
8 Sinha He = Europesn Ganking in Indis, P4 oted frem Madon
S DeP, Khorshed = Memngement of c«rmisg - mmt.t
published 197% Ppegrese cnmum Lhde,  I'S
Te Repert of the Indien Indisirisl Commission, 1816-18, P78,
8, Niges R.X, Cconemic Develeapment of lndis, P-114,
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skill, The tagms of tanwre and remuneration wvese seatloned in
thase sgressents and thus through this srrengensnt Seitish
capital floved into industeisl entarprises In indle.

Folloving ths British samepls, Indien ertrcprencurs
appainted Lhanselves as seneging agents of Lhe cospmniss Lhey
procoteds AL Lhe sarly stage, Lhess agency houses used to
pespfoen teipls functions of promating, Pinsncing snd sensging.

On the later pert Lhoy gave up Lhe majoritly of the sheps holdings
bul retainsd conteol though Lhelp long CLarn menasging sgroesonta.

Inspite of Lthe fact that ths mansging sgensy systern hed
sxisted in india for sovepal ysaps, until Lhe pessing of the
Indisn Companiss (Amendasnt) Agt, 1536, sanaging sgents vere
govepnad by Lhe ganaspal lav of contract, No diroct provision
eslsting to managing sgents af Lo Lhe mssnaging agency systes wves
meda in Lhe sarllier Indien Conganies Aclks elthough Lthess hsd beomn
Asplied poforance Lo the system in the Acts of 183G, 1882 and
1314, The Iadian Conpanles Agt of 1888 had espovered the Cowrt
to proased susmarily againat directors, "ssnagers” snd Jiquidatoss
An respect of their scomumtabliiity for conias, atc.? ta the Indian
Companiss Agt of 1882, Lthe vords, "or other manaylng bedy” vere
uesd in conmoction wilh the delegation of Lhe pover to sattle
tesran of an mamm.“’ while in the Indian Compenies (Asondaent)

- 1 Aat of 1866, Eeclion 108,
1o, Act Y1 of 1682, Sestien 88,




Act of 1914 Lhe vords, "senuger or sihes speni” vegs ueed In
relation to contpacts in which the aompany ves an undlsslomsd
principel.!! The resuit of this statutory lacuns was Lhet sensel
ging agents wislded Lremendaus povar snd snjoysd many privilegss
of ths prinsipla of Lthe ssnchily of mtmu.'e

AL thet tine Lhare was no lsgal provision raquiping sn
slscted Soesrd sithep in Lhe Engllieh or Lhe Indisn Companiss
Act, menaging sgends usuolly sppointed themeelves or thelp
nosiness on the Sesrd but Shere was no compulsion to disclose
this fact. There wss no chack on the activities of ssneging
agenks, wvho, Logether wilh thale sassciales, foresd s substantial
wajority of Lhe Bosed of Dlrectors.’™ Thes ssmsging sgents were
virtuslly in full contpol of all the affsips of Lhe compenies
asnaged by then and were in ns way bound Lo dissless to the
shapeholdags Lthelr interest in thess companiss sng it was quite
aopssl to find Lhe Bousd of Olpectors comprising of some, AFf nel
sll, of the pertneps of the senaging sgency fire tagether with @
fev select business ssmcistes, Though, at carlisy stegs, sens~
ging sgent did vell Gessuse Lhe lavesiers hed besn setisfisd with
the presulis sshisved, but Lhepre was, however, considoseble scope
for unesupelous persons oblaining contral of Lhe sffsirs of Lhe
company Lo pley havec with AS.

8y the 1913 Agt, it was sade nocessary f or conpanies te

11, Agt Vi1 of 1913, Sestion ¥10 iamerised by At X1 of 1814,

12. fspart of Uwm m.;’:ﬂff Sesrd (The Cotiten Textile
MM)‘ VOI;“. | s P22,

t3e Seation 87(1) of the ladian Companiss Ast, 1913,



kosp & registeor of directors, to file & copy of such segister nd
to file from time htmmaudmym“glnaw
tors or ‘senagers’ vith the Registrer of Joint Stock Ceapeniss,!
and thass particulars vers el pagquirsd to be included in the
annual Suames Lo be filed vith the Aegistrer.'® Full getsile
of dircctors snd "mansgers’ of propowsd dipectors and ‘sansgers’
ueﬁ reguired Lo be statsd in prospectus iasued by mnmr-‘a
Thus, Lhe Act of 1913 brought menaging sgents under legisletive
conteol withaut sctuslly nasing Lhea us sush,

4

Public opinion ves consldersbly influenged by the Sombey
shareholdess' Associstion on astiess selsting Lo company levw,
The Assccistion contanded thel theps was "o nsed Por saneging
sgents provided companies vere floated wilh sefficient sspitel.
To ansuce this, they suggeshed & legel previslon regsrding o
sultsbls ainiaus ssbasripblion Lo prevent undar ceapliialisstion,
The hereditary ohatscler of the sensging sgancy aysisa vas,
scoopding Lo the Assoclatien, ome of ils grestest defscts and
that it mede ianviteble Lthe passing of the sgency uvitisstaly inte
vesk hands. The Assucisbion sugousted thel Lthe sensging sgensy
systes should be prehitited by luv in Lhe cose of naw cospeniss
snd rasomnsnded sensures for statutagy conteol of existing meme~
giag sgente, 1L suggested the Lialtatlion of the tepas of office
of the measging mgents Lo seven yesrs in the first instence,

_ AN Sl

14, Sestien 32(2) of Lhe Indiemn Companies Agt, 18913.
15, Soction $3(3) (u) of \he Indian Compenies Ast, ¥813,
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safeguasrding the fresdom of the mejarity of Lhe Bosed of dirsctors
fron Lthe Ainflusnse of senaging agents, end preventing unjust and
unfaly provisions bsing included An the srtisles or in the agres=

The sanaging asgenis playsd an Japertant role for Liw
Andustpial development in Indis soling as promoter, financier and
asnager. Thelp function as plonsars and prosaters, At Ls undeub-
tedly Loue that in the past Lhey had been sore or less instpumentsl
in davalaping sany of the industrisl sntesprisss in indie. Accopde

ing Lo Dr. Nabagops!l Das, in due course, managing sgenis vere
definitely pushed lnto Lhe background in so fer ss thele plonasepe
ing sad prosctlng sctivities wvare emmaﬂ.‘a This happened Tor
thees ressons. Firstly, nol evepy menaging agent could clais thes
ability, prudence, or pssources of Lhe grest bhusiness houss by
which ths systes vos founded elthough evepy agant hed benefited
by the tradition, secondly, with progrsssive incustriellestion of
India, Lhe plonser entepprlses becens stendily resteicied as nay
snterprises starisd on Lhe aedel of older ones siready in sxistangs,
the problens Lhel arose one of sore of ssnagenent and finenss
Lthen pionsering. Finelly, the scsl imperiant chenge Lhel esowrsd

very slovly and stesdily vas Lhet thers grev up ¢ seperste gless
oy il AT P A S AP A

17. Vida Meserandm simittied Lo Lhe y Low Anengnent
Commities, 1938, by Lhe Bonbey 1ders Assscistion,
18 Des Og. Nabagapel = 'Is Lal Enterprises in Indie’,
* Opriont 8¢ Boubay, lsutis, Ow 'gt. asgend muu
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of intapprensurs who did not always balong to Lhe sstablished

"firas’ of menaging sgenls end who, Lhessfore, prefersred Lo do
the asjor vork of prowotion by thewmsslives, slithough they found
it convenient and ussful to consull ssmaging agests as Mm"

The part playsd by tLhem »s finamegicr and guarsntor of
finsnce for companiss as slso Lhelp ectivitlies as senagers fassd
bittsrest criticien froa publisc.

Dr. Nabsgopal Uss has statsd (with Lhs application of
statistice particulars of which have basn given in the Investors'
indis yesr Book for 1835 and 1955 pespestively =« an sutheritetive
publication by Messes. Plage, Siddons & Gough of Celoutta) thet
the persentage of companies asnaged by sanaging sgency firms
Ancreassd from 75 in 1935 to over 95 in 19088, Aa s coums »
montioned thet this system hed bsen found Lo be convenient to
the industeial entrepreneurs snd Lhey as 8 rule sntrusted Lo
asneonent of cospanics Lo Plres of ssasging sgents. I sleo
suited to the conditions in Indis dus Lo some apecial clroumsiances,

Firstly, in sany industiriesn, Lhe menaging sgenis Line~
salves or Lhely friends had gobt holding of substiantiel blecks of
sharas. In cotion textile indusiry It wvas 405 o GOX ond in
oxnceptional casas AL wss as high ag S50%) secondly, thay selad
a8 weslasl creditora (or guarentors of oredit) or debenluse

- i

18 Mamesendus of Sembay Shareholders’ A sbisn on the
* Indion mx::’ Aot (Lmt) 8531, 1838,
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holders having charge on Lhe ssasts and undertakings of LUwe
compsniesy thirdly, dun to divessifisd disteibution of shere~
holdings aver leng distancas, the shersholders vers unable Lo
weits thamsslvas effectively sgaineh thelir distetorisl sansge~
mont, fourthly until 1933, \heps wvas ne provision An sospsniss
Ast Lo contgol or check thele powvers of activilies wnd lsstly,
thay secursd snoprmous contpol by meons of thelr weitton sgrae-

mtn‘m

The asgrogment hsd basn tessinabls md non-tepninsbtle
{(the usual pesiod being in Hosbay 30 to 40 years, in Coloutts
10 to 20 yeass snd in Ahmedsbad persenent mvd non=terminsbls) &
Being outalds the purviaw of law untlil Lthe passing of Lhe Indian
Companies’ Asenduent Agl of 1335, Lhey tendsd Lo bs very srbitessy
snd sutoceatic ~ particularly in Gombuy ond Almadaded, ®eges
*The Ajit HMills Lid,' Ahmedobsd, sterted in 1331, appolnted
sgents vho wepe Lhe sole mansging agenis ond vere none-gchangesbls,
nonegenovasble and persancnt sescrataries, Lesssursrs, and sgentsg
the sgresasnt of 'The Nev Natiomal Mills' in Almsedebad in the
sgresment uith Lheir ammaging ageni provided thatl Lhe appeint~
nent of Lhe sgents wes lresvocebls and couldrnot be cencelled on
any olthep ground sacept thele vsluntary sesignation in nl.tm.a

The senaging sgents used to axploit the compenies under

> e il S

20, Oes Dge = Indusbeisl Entssrpries in Indla,
Ops sibt, PP »

2%, Inglon Tapdf? Uoerd, Repory on the Cotten Textile
Industey Encuiry, 1332,

22, Memorsndua of the Sonbay shareholoars' Associstion on ths
Indisn Compsnies Ast (kumlnnt) Biil, 1838,
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their ssnsgasant by vietus of Liw agresment, entered into by
thos end menaged companiesy Flret, in the nsne of offics allew~
snce fixsd senthly or yssrly besle,

ssgondly, paysent in thw nane of comsiasion on Lhe basis
of produstion/mlie/prefit, uilh 9 stipuisted sinious wes seysble
undap all circunstances, by sll conserns undap seneging sgensy,
vhather Lhe companies asade profits or not,

The sein objoction of aritics has basn nol 0 much te Lhe
offica asllovanses and regular cemnissions peid, but Lo ceptain
azbilesey devizes that were somstlimes sdophed Le get addiiionsl
or ssaret prafibs e bath,

The mstbod of calculsting the asnaging sgents' pemunscre~
tien on profitl vas bDefora clmrging depreclstion. Uwsr snd sbove,
vary often, in calculsting Lthe parcentage, intsrest on loans
and advances, profit by way of promiun en gheres seld, profils
on ssle, procesds of fesfellud sheres, or peofils from the sale
of the vhols or perl of tLhe underlsking §n Lhe campany, vere net
considered in calculating prefiis befors charging Lhele remmape~
Lion wilh the remulis Lhal ke ssnaging sgents ware sblie Lo bibte
of f & sush larger shers of the saks Lhen they should:. To gquole
sons lastances, in 1921, the sisplex Mills Co. Lide, sorned 2
premiun of over Rs.10 lakhs on Lhe issus of sdditionel vepitsl,
snd Lhe managing agonts sharged commission on this ¢ Ageln, in
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1935, The Tata Powsr Co, Lid., insuwed on iis shespshalders es
wvell as sold in the open megkst csriain sharss shich hed baen
previcusly forfsitad for nonepsyment of calls, snd camed &
iscgs emount of premlum of the mis of Lhoss shares, Lhe nensging
ageibls charging Lheir commission on Lhe prenlun 30 sarnad, >
This commission ves noraslly pound shout 10 par cent, Sometimns
they used to squecze sven st o higher enesbitsnt cats of 15 to
20 per cent,

The sscond sathed Lo gst additional rommarstion ves
charging cospmsstion if the business of a conpeny was Lprens~
fqrm during ths pendency of the agesoaant to snother party.
The ssnaging sgents had Lhw pight of cantiauing in offics inspltie
of the clwnge of cwnerships in case of refumil, he vas entitled
to cleln cospensstion. Ths third device vas by inserting »
clayse in sgremmont for supplesentary o secret peofit,

ALl thass show that elthough the nesmel offlice silewance
and ceanission payabls Lo ssnaging agentis vers net sacessive,
the spesial devices rescrtied to by soma msneging agenis Lo get
aore eul of Lhe compeny wese beth unfels snd excessive. The
#enaging agency systes sass into dispute ssinly beomies it hed
given oppertunitios to some unsorupulous (end dishenssl) peprssns
to gat verlous kinds of extze remwmeretion vithout setvelly
Lranegressing Lthe lay relating to mh--'ﬂ

- iy
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Thors vage soversl other means such a3 Lhe pesstics eof
assignoent of functions snd Intsrest 20 Lthisd peritles without
the specifiec sanction of the dgirastors,.

Tha Indien Teriff Gosrd cans scross o o io 1832 whape
"Hesars Currsnbboy Ebrehin & Song Lbde, sortgaged thelr sgengy
comnissions in seversl compsniss undos Lhelr soantpol, end as
8 rasult the sortgages scquired considspabls influenge in the
sanageasnt of Lhe sffalirs of Lhe companiesg agsin, Lhe paptners
of Yessrs Moparjen Gohuldes & Co. sortgaged Lhelis comalssion
An the Sholapupr and Masarjes dlls with the ressit that Lhe
sortgsgees sequired unduo influence ovar Lhose nﬂla‘a Thame
sssignaents caused undie influsngs en the cospanies by the
undesireble culsiders naking the shapeholders and directors
poverless to exspcise chack on the oulsiders. It slse teang~
ferred the interests of the compenies under menasgesant ss
flnancial stsbllity ves dependent on Lhe goodwill of Lhe asnsging
agents behind Lhen,

intap=invastoont of funds by ssnaging sganis saong
conpaniss Uunder saas sgont was saothar festure which weed to
 creste noL only esriows unfeirness Lo the sharshelders of the
concesn whome funds wers Lhus Lpensferred, but Lhe preciiss
rendared La perpetuation of Lheroughly lnsolvent cencarns vhish
for the interest of the Andusiey ss & vhels should bs eloﬁd
down,

- i
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hneuac fron the sompaniss undar Lhelr menagament and thus sbused
thele position. Op. Nsbagopsl Des sefsered An his book the fellow~
ing fact 1+ The sllegation Lhat asny ssnsging sgents Loek such
losns or advances vas helly denied by Lhe Boabay snd Ahasdebad
Miliewners' Assoclations befors Lhe indien Taslff tosrd on Colten
Testile Industey Enguley in 1932, bul the Besbsy Shareholders’
Assoclation proved An 1835, with the halp of facts end figures
that Lhe svil sxisted. The leans Lehen by Messpa, Vekil Anklesorls
& Co. Prem the vestern lndis ULl Disteibuting Co. Lid,, brought
infinite trowble upon the company which ves cventuslily ssved enly
by reorgenisstion. The losns obtuined by Messrs. J.F. Meden & Co.
from Lhe Meden Thestres \ide, Lell & sisiler story.2?

This Lype of sbuss of power rudely sheken the integrity
of tha sanaging agents snd thelr ssthods of asnagesent,

The sbeve vas the pesition behind which ths compenies
(Anenduent) Agt, 1938 vas snactad.

The Lavy Membar while peessntiing the 5111 expresssd his
opinion thet "it is not use propesing en slteapnetive systes unlees
the vhole argenisastion of comsersisl snd benking credit is chunged,”
However, Lhe nesd Lo pegulsie the sysien was sise sephepliend,
pasticularly An regerd Lo Lha sxarditant sums deown by some agencies
by way of rmuoﬁ. Mumbers of the oppusition vere slm

" N -~

28,  Opesit. Des D Nsbogepel = industeial Enterseise ia
¢ Oﬂmt'uuqna;. P88, Fortes indis
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aodersts in theis vievs. Shel Shulebhal Dossl stoted thet “the
mensging sgency institution hes served the countey falrly vell
ang it nust not be judged by instences where, undoubledly, they
have besn sars or lens & spenging Lnstitution.” Pendit G.3. Pent
vievsd thet "ingpite of vimt one aight vish, wve can not at present
stage gst rid of the mensging sgency sysiom. s foel thet it will
not be dosirsble in the intersst of the ladistrisl sdvencesont of
the countey S0 give up this aystem numm.'z’

Regarding alan snd objeckivan of Lhia Ast, it ves concelwed
by the Government thal India hed hovaver, prebliess peculise Lo
itpalf for exsaple, thome connected with the sanaging sgensy
systes sad provisions aﬂm to regulats Lhis unique institulion
vers included in Lha Agt. 1L s to be remesbaged Lhat one yeer
sfter the introduction of Lhe 8411l "in 1937=38, there wers 10887
Joint Stogk Compeniss vith s peidwup capital of 279 ceores,"2?

The Asending Act of 13538 precesied, for Lhe first time, »
definition of smaging sgents. The Act proviges Lhe follewing

3) Soms saquiressnts, fundeasntal Lo the protection of shape~
holdera' eights vere mctﬂ.u; The spproval of the ssnaged
cospany by resslubtion pagesd at & genessl mesting ves sede
nacessary for Lhe initial sppointecat, rssppointaent, Lranpg~
for of office or varistion in contesct of any senmging sgents

- - b o g

27 Paplisnantasy cdebsis on ths ave of Lhe pressntetion of the
?‘:g h;tgn 1 of States 12.1.38, vide dedetes, Vol.i1
p Tele

as, Nationel Council of Applied Edomanice Ressaroh, Nev Oelhi,
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111)

iv)

v)
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A conpany wves furiher pagaitisd, by s gemersl samlution,

to resove & sensging sgent guilly of eerteln spesified
offences relsting to the sffales of the compeny. The

tepa of office of » ssnaging sgent was lialited Lo twantly
yoars, vith seesppointaents peraittsd for Lhe mae dusslion,

The Act, sade provisions deaigned Lo countarsel sens of

the sors glering salprectilicses in the syston, 1L contsined
a fixad percentsge of the nal srvaml peofita of the campeny
ss rasunsrotion with provisions fopr 2 aindaus payment An
case of inndequecy or sbsencs of profitl Lln ordae Lo prevent
senaging agenis from ablaining high cenunarstion withowt
regard Lo tha financial status of sansged sompanies. Office

- sllovances ssoording Lo Lhe Aesns of Lhe agressant peralited

and sdditions]l remmepstion was sllewved if scospted by
special reselution of Lhe senagsd company,

It prohidited the praclice of giving or Quersniesing lemms
ts meh sgents, The inter-invesisenl of funds by saneging
sgenis vhen they hed soversl companies under sons asnagenent
wes also fardbiddon., The saployment of the fundy of a sempany
in Lha purchese of Lhe sheres and debantures of enether
conpeny under the senagement of Lhe sese ssnsglng sgenta

ves prohibited,

They vare slgo prevontsd from careylng on, on thelr owm
oun account, businsss whish wes of the meoe nature ss, and
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dirsctly coapetesd with, Lhe business of the managed company,

vi)  The practice of pecking the bosrd of direciors of Lhe
senaged cospanies by the managing dirsstors with thely own
naminces uas rondered difficult dirscting thet no senaging
agent should be slloved Lo nominete sors than ons third
of the Lotsl numbar of dirsctors.

The Anonduent Act of 1938 ves esssiled by certaln msctions
of businasseen as vicletion of Lhe principle of the senctitity of
contract, IbL stated thet "undue legislstive restelictions like
those ombodiad in tha Act would kill s systea which had rendesed
such splendid service to Andustry in Lhe pnst."z'

The Federstion of Indian Chamber of Commsres and Industey
suggestad that liakting the peried of mannging the cospenies Lo
tvanty yoesrs ves guits insdequats by stating that “"iL tahkes sbowt
ten to Fiftesn yeers for any industey Lo be esladllished on a
 profitable and econosic basle and it would not, Lherefore, be
sufficient inducessnli Lo menaging sgents Lo develop sn Sndustey
Af thay agn to relinguish the frulits of lebour wo soon sftep Lhey
have succesded in duavsloping ity Further, Lhe sestrictive clauses,
by dissuading asnsging sgonts fron asbagking on new industeial
ventures, vould only retard the Andustgisl developmant of Lhe
mur.‘m

28, Clroulap letier no 393/1936 of 20 Juns, 1538, froa Lhe
Chesber of , Calautia on the Indisn Cospenies’
Ast (Amendesnt) 111, 1936,

30, Memogendum of the Federstion of Indign Chasber of Comserce
and Industey on the Indisn Companies’ Act (aendment. C111,1999.
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It is teue that though some of Lhe glering salprestices
vere preveniad by the introduation of the Compsniss (Asendwent)
Act, 1835, yet the mssmaging agent fisss, with the help of the
sxapest profsssionsls Alke lewysrs continued Lhels undesigable
peactices in & disquisid farm,>! Therefore, it 1s evident that
ausber of loopholes still cemsined in the Cospanies (Amsnduent)
Aet, 1838, "Largs chenges hed taken place in Lhe ceganlisstion
angd working of Joint Stosk Companiss. In aeny cases, conven~
tionsl ssthods of company ssnagsment vega discarded in faveus ef
lsas orthodex and acrs venture-sone teghmiquos, which Che exisbing
ccnﬁmy isv wvas usable Lo scontpel umulr.-.u The most esrlous
lucunas hed boen Lhe Anadesquate and perfunctery semner in which ,
Company Act ves sdainistered, Firstly, the sdeinistration of
company lsw had besn vestad to the Cesteel Gevernment, sost of
its fungtions vors delegeted Lo the Governmenis of Lhe Previnoes
(States) sacept few. The peasans for such cslegation vers pertly
historicel, pertly constitutionsl snd pertly financisl ss enpleined
by Ofe Nebsgopel Das, as under "The full ecciel Asplications of
Company Lav were hapdly resiisnd and Lhe edsinistretion of Lhe
Act was regegded primsrily ss \he nagstive funciion of pesventing
the Joint Stock Companies from conlpsvening Lhe skalutosry reguire~
aenty, This nsgative function could be pasfosmed sp enslly by the
provincial Govesnment ss by Lha Centrel Govesrnment.”S reon
sconomical point of vies, the pover of sppolnting the Reglstrar

of Companiss ves dolegsted Lo the Pravinces (Statsa)e They toek
L 0D T T T S SRR SRR AR SRR

3t. Oas Or+ Nobagopal, Industeial Entesprise Indle, P00,
32, Repart of the Compony Lay Commlites, New Delhi, 1882,
33, 1bid. P91,
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1ittls lntarest in Lhis sstiar end until 1952, bersring Geabay
snd ek Sengsl, nons of Lhe tStastes sppointed full Ltise
"Registear’ although nueber of Joiat Steck Cospaniss st vork
excesded 22,000 (in 1347) but total budgel in respect of Lhe
astablishesnts of the Registrers of Joint Steck Cempenies in
sil the Ststes never excesdas Ru.8 lakhs per onnue, ¥

Howaver, the cry for eoforn of company lav as regards ita
asnagesunt gethersd noaentum sfiar indepwndence in the yesr 1947
and sn & remll, sationsl losders haviag resllised the impartance
of the coapany sasnagemant felt Lhat At could nc longer bs laoft
as AL had boan in the companies (Asendment) Act, 1838 end Lthers~
fore cefore of AL was urguntly needed. This Aa the histopy end
foaturs of company sensgesent An Lhe first phase,

TR T Y WA

The 2nd phase startad feom the year 1947 and continued upte
the 1956, (3afore tha prassat companies Agt, cams into ferce).

Dueing this porled there was phencaensl inaresss of nusber
of compeniea with hgs veluss of sspital. "in Mepch 1948, thars
vars 22,875 companies with pald up sspitsl of R3.ST0 urores os
sgeinst only 11,114 companies in 1838 ywith o peld sasitsl of Re.200
croros."~> Though thess wes incessse in susber of compenies and
voluss of peld up sapitel, the quelity of senaganeni sterted dete~
closating, Miswensgessnt, prectice of dishonssty sad selprectices

M., Opeaits PeBl,
36 ta Ope N lﬂ. Journal of Adainlstrative
S Stalf Collage of Indis, Voloz Noo2 (Mmech 19737 I T1=02.
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vere in full eulng during thet time, The demend of the public

vas Lo contral over the functioning of sorporets asnagemsent,
Conssgquently An Octobap, 1980, ths Govasnment af lndis aeb wp

s Commiites (populscly hnown ss tha Company Law Ceamiites) vith
MPe CeHe Ghabay 8 farmer Cosmerue Minkstar sf Lhe Geveenaent of
indis and 8 prominent businessman ss chalsesn, "lo consider wnd
poport vhal smandeent were necsssary in the Indien Companies

Ast, 1913, ss smendod as Ast XXII of 1838, vith particulsy
reforence Lo (a) the formstion of Companies and dey-to-dey oen~
duct of thair businsss, (b) the povers of the sanagessnt vigee-vis
sherehaldees, and the relstions bekwesn thes, {(c) ths sefeguards
 paquired ageinst sbuse of such practicss ss the interlocking of
directorstes, voting contyol by ssjorily intepest in compmmy
ownsrahip and asnagenont atc., which might be prejudicisl to the
public interest, and (d) the asasures nscessacy to promota offi~
ciont and economic asnagemant of compeniss, Subl as Lhe pesition
becsae too cpiticsl, befors Lhe report of the Commities in e
year 1851 an ordinance was prmlqnai by the Gevarneant sf Indie,

The principsl festupe of Lha smandeants Lo the lav asde
in 1851, theough an ordinance, lstar replassd by en Agl, ves the
inlroduction of Lhe requirssent of Govesnment’s sensmnk. Variews
matters salsting to company semagement euch ss Lha sppeintaent
snd peappointaent of digsctors and sansging sgpwmia, changes in
the conastitution of smnaging sgencies snd in the remmarsiion of
ssneging sgents end direoctosrs, required Lhe senation of Lhe Centgsl
Governaomt, The Act slsc made provision for a commission to advies
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Govesnasnt on matlers sgising out of Lhe vaplisus applicelions

for menction meds to thes, At the wepy outast of its funetion-
Ang, Lhe cosslasion lald dewn cortain principlas to gulde thee

An thelr doclsions and Lhass wers sccaptsd by Geverrnment, In
regagd Lo menaging sgemts, Lhe scoepisd princlples were "te
resteict somunapstion ordinseily to 10 per cent of ast prefits,
not Lo allov eny office sllovencs, to discoursge buying wnd
welling commissions snd Lo pastelish compansstion paysbls e mana~
ging agents vacating offics befare the sxpley of Lhelr agrecments,
Ceptain brewd principles wers sloo lald down An pegerd o the
allecating monagerial responsiblility bstvesn directors end
msnaging sgents.*>® The Act sise brought in, for the first

tine, Lhe consapt of "sssociales of s ssnaging agent”, Howeves,
Lhis not only had s limited appiication, referring enly te the
sxitansiens of sppoiniaenis of seneging sgents but ales & lieiled
connaotations, the sxplanation of the toen applying anly Lo persons
dizsctly connested theough associations with Lhe ssnasging agengy
fire or company and not te other conmsclions of Lhe seneging
sgent,

Obher festurss of Lhe Assnding Ast included s prevision
slloving for resedial sction by ceurks in casss of gross sl
nonagenent of u compeny's offeirs or An cases of oppressien of
sons mesbers of & company., Such action vas sllewsd s sriginats
fron an spplication by & requiged alnarity of shereheldess oz
an ths initistive of Governasnd. In ssvessl imporient sspocts,

A e N L

36, &umal ‘c:max of w:‘l:c ﬁmd«m New Delhiw
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Lhe reforss OF 1951 can bs ssld to have culsinated in the Companies
Agt, 1988. This wes slec Lthe deginning of Lhe pefors of Govern
asntal control for regulating the activities of corporsis ssnage~
snt, OUuring thass yeasrs, Lhs cogporsts ssnagesent had beon in
the hands of clossknit fasily group or thalsy sssociates, One
iaportant ceuss vhich secontuated this teend, vas Lhe ascquirzing

of the conteoliing tﬁuraﬂ. by large Indisn hounoe in conpanies
which wors fopreeply Europesn=gwnad or Curopesn-managed, Aggerding
Hp . Meite Mahbta's study sround 195081, 600 industris) concesns
wers contyollsd and asnaged by 36 sanaging sgency fires in 1851,
uf thes more Lhan 250 wope managed by nins lssding Spitish senaging
sgency housss - Andrev Yule, Molead, Msetdn dupn, Sled, Jardine
Henderson, Ouncen, Ustavius Stesl, Cllliendeps Asbulblnet, end e
Seitish Indisn Corpesstion, Tha leeding Indian Menaging Agonty
houses vers the Tatas, the dirlas, end The Deimlo~Jeins, the
Sighenlas, The Thapars, The Gewnkea, Conlrelling 28, 24, 38, 42,
32,0nd 41 companies, respustively,. This study elso Mndicoted
that sonsgerial cancontrstion of fanilies or businoss groups was
An general » gomaon featurs. The nine lsading Indien fanilies
held nsarly 60O dirsctorships. 100 psgsons held 1,700 dirscler~
ships, and smong Lhea again 30 hold s meny as 860 directarships,
This Allusiretes to whal sxtent multiple dirsgtorship prevelled

in corporets lﬁﬁl“l‘}'oﬂ

Infersncs drawn from Ltha sbove study revesls Lhat theps

37 Hahba M1,y Combinetion = Movement in Indien Industey
' 1951 PP BB, ’
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vers Lvo distingt carporsie guclors, one dominsisd by fursigners
and the othes by Indians. The organisationsl structurs was alme
An the wvay of change of managing houssa from perinesship Lo peivats
i1isited companies and sgein from Privete Limlted Companies to
Publiz Lisited Compeniss. This changs owse accusred both in Lhe
Forsign Business Heusss and Indian susiness Houses to u&M
sesller housss.

244

The bill for the Companiss Act, 1358, reusived Lhs assent
of the president ssply in 1858 which was bassd on Lwo considere~
tion. Flirstly, AL ves considersd neceasssey thet the ssipractices
which has cose Lo light since 1835 should be stopped Lo by sultasble
leginlation iml by the ssiting up of sppropriste sschineey to |
adeinistep Lthe sene and secendly, Lhe Stats sust step inte pretsct
ths interest of Lhe sharshalders and Lhe genarsl public sgeinst
Lhe Lyrenny of naneging sgents, ssnsging dirsctors or senagers.
The third inportent considepstion, viz. thet privats industeisi
stterpriss, on organiesd undar joist stock compenies, sust fit in
with the generel petiern of Siate Policy, which had undepgone
redical changss. An imporlent directive principle of this policy,
ss sabodisd in the constitution of Indis, vas thel 'Lhe State
shall so dissst ils pelicies thel Lhe opsrstiin of Lhs sconomic
systea doss not resull in Lhe concenteation of weslih and sssng
of produetion Lo the cemmon detriaenl.’ The new Act, wes therefore,
sald Lo heve "far the fiesk Lime stliespted Lo Deing sboul soms



chenges An the lev by superispesing en the Leadiilonal legel
goncapt & systes of pertisl sosisl ssnigsl in the publlc interast .t 38

By this nev Act, on setiompt hes besn aande to pastors Lhe
dylnﬁ suthority of the dirsctors snd shapsholdess. Large degres
of Government control has been mads aver the companies foe uphold~
ing public intarest. IL hma boon recognised Lhel Lhe sharsholders
sre the ulilsels moupca of sutharitly of company aenegessnt but
ss thoy oan not saspeise the povers, ths sctusl sanagerial povsrs
hove boan vastsd An hands of the Hesrd of OUlrectors, vho sanage
ths compony diescily or Indirectly through any one from ssengst
Lha cstagories of corparsis senagers, such ag ~ |

1) Managing Agents,

2) Segrstarien & Tressurers,
3) Mensging Director and

4) Mensger.

It isposad » ceiling of 20 direstorships in publis cospanies

Lo bas hald by an individusl st sy Lime to secduca Lhe maope of
suliiple diroctopshipss Accarding to this lav no one could be »
asnager of sanaging dikrector in more Lhan Lwo public companies
without the Contesl Govesnment's approval. Sy thess provision,
ths concantretion of ssnagorisl conteol in fewer hends hes been
reducnd. By providing vidast posmible disclosusrs of the conpany,
warking snd finencial position to the sharsholilers end publlic in
genaral, this Act, has snviseged judiciel rosedy snd sles dirsct

38, Indian Adsinistirstive Refosms Comnlagion maort of the
: wopking greup on Company Law Adll.nutud
Meneger of Muuuaas. 1968, P=30,
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sontesl ever s very larges sres af gorporsts ssnagessnt, "The
objuative of Lhe reguletory pesvisions As to impose s degres of
discipline on corperats senagomant ae as Lo ensure s clesn agei-~
nisteation for the benefil of the sharsholders and of the cosmu~
nity, and slso to previde & propar cods of condust undep which
sn snlightensd Lop senagement is sble to schieve Lhe highast
standard of performoncs R

Undes ssetion 324 of Lhe Compunles Act, 1955, Lhe Govegnment
has susuned povers Lo prahibit ssnaging sgencies in any indusiey
or business. The Act states thal this power will be exspeised
only sftar the Covernsent heve conducted sn saqulicy into the
astiar, consults: the Advisory coomission and oblained approval
of bath the Houses of Pecliament. The Aniention of Lhe Govegrment
has boon clepifled by thel C.ie Doshaukh, Lhe Lhen Financs Minliater,
seoms tc have beon that 'iLhe managing sgency systes, at & futurs
data not st a vapy distant fulure = will be sbalishad. GSul Lhe
Lime, pace and the mennse of ite abaolition ags left to Lhe Govern~
mant.' ODepertsent of Compeny Lav Adeinistrstion hes undertaken
an exhaustive raasspch projuct on Lthe opsration of Lhis systea,
The fiest round of tholr study glvss valushla and deleiled statie~
tics regarding the poaition of Lhe seleging agencies in Lhe
corporste secter relating Lo 1084455 which raveslis Lhet ‘Lhepe
vars 3,944 smnaging sgencles in Indis msnaging 5,055 Jaint Stock
Compasnias, or 17.1 par gent of the total nuabse of Joint Stock
<ompanios in Lhe asuntey. The totel paldeup capilel of the

38 Da A end Senguples N.Kq, GCovarnment and Business in
" Indles Allled Book Agemay. Caleutte, Delhi, 1978, Potes.
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Compenies under Lhe asnaging sgancies sasunied Lo Ra.483.4 crores
which was 48 psr cent of ths sggregets psld=up capitsl in the
antire corporates segtor An 1984»58, In certein clansss of coa~
panies Lhat ers legally prohibiied froo belng undse saneging
a'mt.s._ such as Genking and lnsussnce Coapaniss snd Govopment
anterprisss sre aaalua_d feom the tolal, the propasilon of the
palid=up capital of compsniss under asneging agsncles goos up Lo
5044 par cent. lenggenant by mansging sgenclies was & 08 Connon
features in Lhe cose of public Lhen privete aﬂmlaa out of the
totel paldeup cepztal' of all public companies, axcluding banking
and insursnce compsnios, 71.2 per cent bolonged Lo Compenies under
thic systen, :n the other hand, only 8,6 pep gent of Lhe totsl
pald=up capitel of privote compenlcs vas contpollsd by managing
agante. Uut of the totsl 3844 man:ulng sgencies, 2522 being un-
incorpurasted firas, 1230 privete companlios and 104 public compenies,
The total palde=up capital af the public and privols asnsging sgency
conpanies wap Ap,16.1 spsres. hils pald=up caplitel of Lhe coa=
panies under Lhaly ssnsgement was nosrly five tiss greatse Lhen
that of the capitsl of the asnaging sgsnoy compenies vhich wes
keI Te2 cresus. There vers 1501 mansging sgenciss in West Sengsl,
835 in dombey snd 437 in Medres. These togathee, controlled shout
8J per cont of Lhe Lotel nuabur of sgoncy sensged joint stock
conpanien. As many as 3528 or B9.4 per cant of the Lelal of 3,544
sanasjing sgents, sensged only ons company sssh, anly 17 sensging
syonts asnaged 10 or sore companiss sachy Lhe largest nusber of
coapeniag under a single monaging ngunﬁr vas 40, Bstwvesn Lhen,
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tha 17 lesding mensging sgencies managed 380 companles with an
sggregatie 'mw-up capitasl of Rp.114 crores ar 25 per et of the
total paldd=up cepital of wll companies under Lhe managing sgengy
systes, Ten of thess sgencies vere public compenlies snd other
ﬂfth“aw

This 1s the clewr ptctu;n aof tha scene of the saneglag
asgency systea whan Lhe componles Agt, 195G csme Inlo exlstencs,
detueen 135455 gnd 1958~58, the menaging agency sysies was
steadily declining both in Lepms of Liw aAusber of ssheged coupeniss
and theie pald=up cepitel wvhich can be seon from the folloving

tllblﬂlo“
B REL S
mnm in the munber of mm;cd wmiu

L _ “'.’ W
Yane : _Taul No. of ¢ Ne, of mpnniu Ass%ar2

i fublic Conpsnlos Menaged by H/At. L
1 N i 3 K
130488 409% ( 818.8) 1978 (43.0) 44,8 (11.2)
1960-81 5888 ( 824.,0) to4n (39%.1) 16,4 (47.4)
156887 5843 (135084) 83 (493.,0) 12,3 (31.1)
198788 5482 (1375.4) 842 (504,.8) 19,7 (42,3)
$ 588-89 B432 (ma: $88 ( 57.8) 10.4 { 4.%)
NUTE & Flgueres in calu-n & snglude the hankin s m shd

Gevt. Compenfias, Companies which ssuld nel he As

undse Lthe Lew,. Figures in pesenihosis msuu d=up
capitel in crores of rupewn,

e skl .

40, Acsording Lo Raj K, N n Aweun in Indis (First
Round 3 Seslc Fgcta), mtmE‘J Ill.r:-
um. Ministry of Commerce and industey, Gomt of indie.

41, ta Dr. NoKe Articles 'Trends An Coppesste Mensgement'
| 1m¢ in Lhe avspnment svd Susiness by Ossgupta, and
Slnﬁph NeKs Allled Sook Agency, Calcutias Ist. Edu.Apru 18
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In the sixtliss Lhe controversy over ths sbolition beosss intense
after the publiceblon of the findings of the Vivien Soss Inquisy Conmle
sslon and & nev dlmension vas sdded to AL wvas lts relatlionshlp with
the growth of concentrotlion af economic pover.

Abuse of this pover, fragquently sentioned, is the menipuletion
aof funds of the sansged conpenlies by maneging sgsnts Lo thelir posresanal
bonefit and Lo Lhe disadvantiange of ths compenion ss vell es sgeinst
the public intorest.'? The Menoging Agency Inquiry Comeilies appointed
in 1385 under Lhe chalsmanship of Dr. 1.G. Pstesl pacommended in ilLs
report Lhe sholition of Lthe aystea in sugar, coment and cotton taxtile
bul thes central Goveprnment wenl beynnd the balanced recommendstions
of this Committse snd decided to shollish Lhe sanaging agsncy sysisw
in all five industries (including paper) on and froa the 2nd day of

[y L

42, Nstionsl Couneil of Apglnﬁ tgononlc Ressarsh, Mew Delhl, "The
tguumq Agengy Syston” Aghe Publ]shing Houss, HSembay, 1&9.
- .
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April, 1967 snd finally theough the cospanies (Amendment) Act, of
Mesy 1369 sbuolished Lhe Msnsging Agangy Systes (along vith Lhe
newly invented lawesades fiem of corporste ssnagsasnt L.8. secre~
taries and Creesurers) froa the woil of Indie un end from Lhe 3rd
dey of April 1970, Regesding the cffsctivensss of tha sscretasies
snd trossurees, it vas hopsd Lhat lowewade nsuly invented fess of
aanagenant vithout thelr financiasl investasnts no povse to neminets
directoprs Lo the boards of Lhe compenies undsr Lhalr managsesnt
snd ulth only 7.5 par eant of Lhe net profitl as thair sanieus

rats of rocunaration, would sct as an alteprnative fore of aunsge~
ment to Lhe Meneging Agents snd sxert axpesrt mensgeciel skill snd
suparvision tu Lhe large scele cospsnies for thelp beneflits and
davelopment, Sut this lefty hopa was nsver resllised as this systes
of amsnagemcnt hsd not becoss pepulas ia Indlae. Itny&.m to |
the fact thet most of the Managing Agency fires hed convertcd them
| into sscrotapies ad troasuserse "Out of 14076 coapsnies raglstersd
duping slaven years from 1956-57 to 1960-87, enly 24 compmniss
preferred this fora of snsnggenont st Lhe tl.n of thelr incoppors~
t10n,"43 Tne ob ject of Lhis desth knell en Lhe mensging sgeney

s vell ss sscretapies and tressusses has basn Lo Antroduse pre~
fessionallised group sanagoment without Lhe svils of Lhe ssnsging
sgency systsa about the sbuse of the concantrastion of sconoeic

- povep in few agency houses. |

2e5
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After the sbolition of Managing Agency Systes Lhe following

43 Coapany News snd Nales, Usparissnst of Compeny Affairs
*  Vale VI, Apeil 18, 1988, P - 182, d ’
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permissibls systems of Corperste Managament are left behind

1. Direct management by the Bosrd of Digsctors -~
as) With whole=time Directors,
B) wWithout vhole-time Directors and
c) With Committes of Directors;
and
2a Indirect managemsnt by the Board of Directors -

B) having Manager sng

a% having Mansging Directors,
c¢) having Menaging Direactor vwith whole~time Directors.

Dr. N.K. Sengupts also mentioned in his book that "on the
basis of a study of the pattern of management in the public
limited companies with psid-up capitsl of Rs.! crore and apnva
8s on April 1, 1968 it sesms that on that dests, 141 among them
vars under the management of asnaging agents (including seven
secretaries and tressursrs) and 176 had been other forms of
manageasnt. An analysis of the forms of management in thess

176 companies would indicate thas following break-up 1

Public Limited

Companiss. ___.
Managing Disectors (with or without
vhole-time directors) 105
Board of Oirectops 88

Authorisad controller under Industriess
(Develapment end Regulation) Ast

Genepal Mansger

A detailed analysis of the management psttern in the 105

companies having managing or vhole-time directors revesls the
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tollaowing patterns
Public Limited

Gomgenien. . __.
Persons aducationally qualified
as vell as profsssionals 81
Persons educationally qusllified
but not professionals 3

Pepgona vho are professsional
managers but not educationally
quslified | 3

Persons neithse sducational
quslified nor profesgionals but
ordinarily having substantial

financlal state 1
Detalls not immadiately avalleble 5
105

It will be seen that the number of compsnies led by profe~
ssional managers in widest sense of the tepn vaas surprisingly
large, Others wers led by the large invastors and yet others
repregented a compromise betwsen the two. Ons peason vhy profe-
ssionai managesmant sesms apparently fo be in mich & dominsnt
position is that in India professionsl management is very often
equated vith non=propristary menugssent. But the available dats
do not indicate that we are, an Lhe whole, still s long vay from
the stage at vwhich the ancisnt regime of ovnar-manager-entreprensur
can be replsced by s management revolution although thers are
indications that our top corporste management is proceeding in

that dlrectlau.44

44. Sengupta N.K., Trends in Corparate Management since indspen-
dencaa published in the Book “Govarnnung and business in
Indis” by Dasgupts A and Sengupta N.K. Allied Book Agency,
Calcutta, Fipst Edne April, 1878, PP 143-150,
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There have been some jmportant features ducing this psriod
such as the Indianisation of the top msnagement in a very signle
ficant scale, the shareholding of the directors is reducing teo
s considersble axtent. This does not indicste gradual process
of replacsment of propristary msnagement by profeassional manage-
ment, rather the domination af propeietary class vhether visible
or Anvisible in the Boapd of Directors, still‘pﬁrsits. But dus
to increase in tha complexity of lsv and procedure snd involvemant
of technicallities in the production, day-to~day mesnagement dsmands

the professionale to include in the Board of Directors.

Moreaver, during this period there has besn divorced
relationship between the shareholding snd menageaent control
resulting small number of group of families with relatives and
frisnds control ths management of the big companies having own
shareholding as tittle as 10 per cent, Varisty of ressons are
responsible for 1t, diversified shareholding, little knowleadge
sbout the company lav and ignopance about the affairs of ths
Company, the lack of knowledge ahout the banefit of forming
shareholders association, closing of ths ghere transfar bdbook,
loopholes in the Coampany Lav regepding transfer of shars asnd
enlistment in the Registrar of sharecholders' Book, insctive
attituds of the employes shareholders, disunity amongst the
shareholders and sbove gll sstisfaction by the sharshalders to
get dividend and disintersst to take part in management, ars
some of the reesons for the most of the Companies sharsholding

does not beer any significant rslationship to management conteol.
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Thess have crested » condition in which, as Mesrshant cbasrvas ¢
*"unless one balongs to the charmed ciecle’ of the femily ar
frisnds of the sxlisbing sanegeaant which more often than net

has only o sincr shape intapest An the cozpany, one has ne
shance vhatsosver of bascoaing s dirsctor, hovever compatent one
aight be, Hence, the only legitimsis asthod avallsble Lo snyons
Lo ceesh into asnagement is by duying up the sequisite nusbesr of
shores."¥® Sosstimes heinous struggle is carplied only to teke
over masnsoaeent, Eyen vhen émttal pasesen fros one group Lo
another and ths nev one clalaing to bs prafessionals, the sane
fastures of faally canteol still persite, Op. N.K. Songupte
obeerves "Lhis has stood in the way of our lsege coapaniss going N
under teuly professional sanagement or developing along Lhe lines ’
of the glaent Corporations of Lhe vesst, Aa 8 result there is in
fact no indlcotion as yst that this faally op group ssnagemasni

conteol L& vithering avay on any significant mll.‘s

The distinction drawn by moze authors belween mtnpn-'
nurisl dosrd snd sn Sxscutive Dasrd hes becose unresl in the
Indian context becsuns sven the forelgn squity holders prefarrad
relisncs on particuler Indisn fasillies to disest perticipetion
Ain top samegement. Yet changes see taking plsce ss cbhasspysd by
A Owssgupta @ "In fact, ons finds both madern snd tLeesditional
socisl skills alds by sids viih modesn technology, Alse the
younges aesbers of Lhe Indlen business class are showing grest

R o]

48, Merchant K.T., Hmsgesent Co-p-nu Econonl
o M‘u“: woakly, 1970, ‘(5). =3 ." ¢

48, Op.cit, P - 18%,
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inclination tovards medern msthods and tschnigues in vorking with
men. All these have come about from a genuine conviction of the
need for change in tschnology and social skills. Their success
vill, no doubt, influence meny non-changers in the class in no
time, Howavap, the process of growth in which technology end

socisl skills can move vith modesn thinking has besn still nlau."41

Due to the complexitiss of the law, procedures and techni~
calitieg, it has becoms necessary to maintain a closs relation
batwasn the top agecutive, with the line sanagement, coaposed of
professiaonal qualifications and experisnce. It has hdcona asce>
ssery that the policy making body should be composed of full
timers which would smshble them to exart more attentlon to the
intersst of all the ingredients of ths companies such as share-
holdars, vorksrs, emplayses, consumers, suppliers and society st
lerge, Though it is sald that system of two-tier Soard is not
sultable in India, but its influence on the mansgesment structure
of the company is inevitsble, According to Dr. N.K. Sengupts
"soms companies in India seem to be entrusting actual managament
of groups of employes~diractors, if not formslly, at least
informally. Guest Keen Willisms have introduced a system of
Divisional Bosrd vith the Divisional Managing Directors as
distinct from the Genepal Besrd, vhich by the mature of things
cannot be very'much more different from the Garman Supsrvisory

Board, This msthod &s bound to be adapted 1ncraaalngly-”48 Oup

41, sgupts A - Indian Business and Managemsnt, 1978,
Univerudty of Dslhi, P - 28,

48, Sengupta Dr. N.M., "Trends in Corporate Mansgement®,
published in Jourasl of Managoment Adlinlstratlvc Staff
Collegs of India, Vols2 No.2 (Msrch 1973 18,
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reviow of T3 Annual Reperts (83«84) of 1S companies rovesls
that 12 compenies, (163) prefersed twortier bound. It sescas
that Lthis systen is geining pepulasily in Indis (Teble-8,
Chaptese - VIiI),

Aobthee significent chengs in Lop corparsts scens In
India occursed dus to tha poves of Lha financisl institutions
and Govepnaent Lo nominate nominee directors end thele rols
in the corperate sansgssont,

The iist of financiel institutions falling within tha
anblil of the public sechor has snpanded inpressively since the
beginning of Lhe nineteen sixtiss both by Lhe crestion of paver~
fil nev institutions and by nslionallisetion of the impartant
alder onss. Asong Lhe nav institutions sst up during the 1980
sre ths Unit Teust of Indie (3584}, the Industerial Develspment
Sank of Indis (15884) end the chein of Stats Industrisl OCavelapment
Corporations. Fourtesn sajor commercisl banks vage nationallsed
in 1863 and L.1.Co in 1353, Tolal senction by differont finan~
clel Iastitutione pose froc Ass 232.8 croees in 1370-71 to
Re.40:5.3 crores n 1983-84. The Lotal disturwsssnt in this
pariod vent up from Ra,145,50 crores Lo AR.2508 crores. Uf Lhe
cusulative sanclions by diffegent financiel institutisas up Lo
Margh, 19804, the privats ssstor scoounts Por 76,5 per cent and
the balence of 24.8 pep cent vere shapad by sntarprises in
public joint meelor snd Co-operstive Sestor. The finsncisl |
institutlions now finence nesrly 20% of preject sesk of cespeny’s
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issusd capital., The institutions have thus sssumed s pusition
thet without their support hardly any large project in privste
sector cean msterialiss (The Economic Times, Calcutta 29,7.85).
The financial lastitutlons are now helding substantisl portion

of equity stake in the large compsnies. For stastutory provisions
and to look efter the public interest, Covernment alsc 1s noal~
nating directors to the bhoard of the compeniss. Government had
decidad, as » matter of policy, that the public financlal insti~
tutions vould not remain mere spectators and will sctively
partlclpata in the management of the Corporations. As the
shareholdings by ths public financlial institutions can not be
sold easily to the public, large portions is lsft in thelr hands
vhich necessitates more effective control over managemesnt thprough

theilr voting pewer in order to safeguard thelr investmentes.

There hss hesn tremendous controversy about the role of
the nominee director in the menagement of s company. Bul as
becauss thay are small minopity, the role of the Governmasnt or
financial institutlon-nominees is limited no doubt bul very
useful from the polnt of viev of public interest. The contpibu-
tion would depend on thelr awn charactar, sfficiency, skiil,
personality and above all sincasrity. Therefoce sslection of

right parsona is vary Laportant,

Hers, it is important to refer the racommendations of the
Industrlial Licensing Commlittees popularly known as Dutt Commitise
which stated that the public institutions should show ksan intspest
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in the manasgemsnt of the privste gector compeanies which they
assist and that tha concept of Joint Sector Companies should

be encouraged. "IL may be that for some time to come wvhen
Government may decide to permit projects with significant pro-
portions of public financinl sssistance to remeln in the public
sector. In that case, hevever, vs would like to emphasise thst
thay should be clearly trmated as belonging te the °joint ssctor'
and not to the private sactor. The 'joint ssctor' vould, in

our view, include units in vhich both public and private invest-
ment has taken place and vhere the state taken sn active part

in direction and control.™®

But, though there has besn an increase in size and
growing comblexlties in corporate business, the introduction of
professionalisation and appointment of whole time sxecutives in
significant scale have not yst taken place. Or. N.K. Ssngupta
observes 1 "The msjority of the nevly formsd companies durlng
the years 1956 to 1968 seem to havs preferrad the board of
| directors from of management.. Thus, in 1986-67, nearly 10 par
cent of the nevly lncporated cnmpanlas-optud for direct manage~
ment by the board and only 23 per cent preferred to have managing
directors on the wvhole, the abolition of ths meneging sgency
system and the 1353 guidelinss paved the way towards functional
boerds and slso the introduction of professional managers in the
»50

higher echelons of company management in India.

- Ay e A

49, Industrial Llconsin? Policy Inguiry Committee’'s Maln
Report (New Delhi, $969) P - 186,

50, Sengupts Dpr. N.K., Article ~ Trends in corporate mansgemant
since independsnce, published in the Book, Govepnment snd
Business in Indie by Dasgupts A snd Sengupts N.K,, Allied
ggotsgggggy Calcutta, Deihi, First Edn. April, 1958,
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In our emperical study of 15 companlies on the basis of
Annual Reports (1983-84) ravaeals that 80% of companlies are
managed by the board vith masnaging directors and 20X by the

board without menaging diractor.

The most important matter ss regerds Lhe company manags«
ment in recent years 1s the liberal policy that hes heen taken
by the Government by liberalising impori licensss, enhancing
the MuReT.Ps limit, income tax concessions etc. etc. and formu-
lation of the policy for Lthe sick indus#ries. policy for the
textile }ndustrlas. import of taechnology and free enteance of
tha right-minded foreign multinationsl companies in spscified

conditions,

It is importent to mention Government's initietive to
implement workers' participation in management as vell ss
shébehalding both in public and private ssctor, "The Union
Government has decided to maskae an obligatory for Lhs private
corporate sector to provide for a minimum of five per ceni
shareholding in favour of vorkers and staff, in the cess of
all nev cepital issuss. Basides, it has bcen decided to
introduce a special type of salary savings linked convsertible
debenture issue for tha employees in the privete corporate

sector."!

Another lmportent feature in recent years is the indus~
triel sickness caused primarily for managerial inefficisncy.

Accoprding to latest sstiagte as indicated by Mr. Asitabha

51. The Economic Times, Calcutta, July 11, 1985,
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Ghosh, Deputy Governor of the Ressrve Bank, st & meetling vith
the Madras Chamber of Commerce on the 11th dsy of July, 1985
the numbar of sick industries ss on December 1983 vers more

than 80,000 industrisl units financed by baaks.52

The Regerve Bank is taking a serious visv of the growlng
industrisl sickness in the countey. It is likely to introduce
an 'accountabllity concept' in Lhe banking system iteelf so
that the lending banks can take corrective measures as soon as

the symptoms of sickness are notad.aa

Differant State Governments also declared for the best
use of IRBI cradit line. As for example, twenly sick and
closed saall industrial units have besn helped by the West
Bengel Government to obtain loan assistence from the recently
constituted Industrisl Reconsteuction Bank of Indlia, as anncunced
by the State Minister for cottage and small scale industries,
Mr. Ppoloy Tslukdaer, 3n Calcutts on July 3, 1885. The units
have been sanctioned assistancs of Ra.50 lakhs he addad.54

It is relesvent to mesntion here also though contpoversy
about the investment by the non=rasident Indian hes not yet
bean settled, investments by them which is estimseted to Re.2800/-
crores every yearsshas caussd a great threat to the existing

management having small stake of sghareholding.

On the whole it may be sald that the infea~structure of
the industries in Indis hes been impreoved conaiderably. The

$2. Op. cit. July 12, 1985,
83, Op. cit. July 12, 1988,
54. Qp. eit. July 10. 1988.
85, Op. cit. June 22, 1986,
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joint sector projects in differsnt states of Indis are incres—.
sing day by day. As for example 'the West Bangel Industeisl
Development Corporation (WBIDC) had joined hands with the

R.P. Goenks group to set up the Haldia Petrochemical Complex

vhich vas hanging Ffire for many ysars.

The sbove are mme of the important chenges that have
taken place in very recently in industrisl sphere vhich have

got tremendous effect on the company msnagement in India.

In concluslon it can be said that Lhe concept of soclsl
responsibility has not yet bean taken seplously by the compsny
manacement. The tremendous aconomic power is enjoyed by the
group which manage the corporate warld in Indila. Thisg group
vhich hold pover whather visihle or inviaible manage companies
through their nominscs for their own intepest et the cost of
the ghereholders, customers, Government, suppliers as vell as

vorking force,

The companies have not yel bsen sble to crsate 8 proper
image as an instrument for social changs for the bettarment of
the soclety. They are in mejority cases nsither Laking respon-
gibllity of soclal upliftament of ths poor aconomy nor account=

able to the different ingredients vhich form Lhe company.

As o result s mistrust bstween the company and Govermmant
alvays prevails. These must be eliminsted. It is slso axpected

that companies are to confirm to the broader sconoaic and soclal

58, Ope cite June 27, 1985,
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goals sccepted by the country, end to play their role as an
agent for achisving thease gosls. These gosls can only bs
achleved by a company managsment which is to be constituted
with persons of best ainds, ultimately responsible to s
community consensus vhich ssts up genapgsl objectives, standards
of performasnce, and resulis. A bullt-in«gystem of company
management. is required in Indla which will include the represen~
tetivaes of sll the lngredients which faorm & compsny and vho

will pepform thalir duties to the best interest of the nutlon.“51

New industrial palicy resolution raflecting the politico~
economic willi of the Govspnment under the Ppime~Ministership of
Mp. Rejib Gandhl 18 in Lhe weke. Should we not expactl thst
private sector companies will fulfil the aspirstion of the
people of India by utilising theie full afficiency?

L L -

57. Berle A. A., Masns G.C., The HMadern ration and
Peivate Pra;arty, Nc; ;SIk. 19!2;I.'F%iﬂgo
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The Companles Act, 1888 enumeprated s number of provisions
snd it has greduslly emerged ss a wnajor instrument for the Govern~
ment's socio~economlic policies for the develapment of the countpry
through proper management of compenies, The Companies Act, 1386
(and its aftervards smendment) L= the lapgest substantive law
for corporate business in Indis contalning 658 sectlions and 13
schedules backed by a large number of rules and regulations,
guldelinss and relevant legislations, There are many provisions
for not only to secure shareholders' dahccracy but alss to serve
ssveral other objectives such as the prevention of malpractices
in the management of companies, the induction of professional
management, the prometion of sound compsny practices snd imposing
chacks on concentration of economic powar, disclosure of corporate
secrecy and making impﬁsitlun of eccountability., This Act "for
the first time attempted to bring sbout soms changes in the lav
by super imposing on the traditionsl legsl concepts of a system
of partial sociel control in ths public interest"2®  The basic
objectives of Compenies Act 1955 as announcad befare the Parlisment

by the then Finance Minister Mp. C. Deshnukh vere as follows ¢

1. to fix up ainimus standderd of business integrity and

conduct in promotion snd msnagement of caompanies ;

" . Y un A S S S S sk i -

58. Government of Indla, Report of the Working Geoup of the
Administrative Reforms Comaission on Company Lesv
Administration, 1868, P - 54,
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2. to maks full and falir disclosure of all ressonabls.

infaormation relating to the sffalprs of the Company j

3. to assure effective participation and control by share-~

holders and the protection of their legitimate interests;

4, for snforcement of proper performance of thelp dutles

by Company Management 3

Be to empover for intervention and investligstion into the
affeirs of the Companles vhare they are managed in @
manner prejudicial to the interest of the shareholders

or Lo the public interest.

Under this Act, Central Government hasg assumed wigs
povars of approval end intervention in large areas of decision
making suppased to be preserved by the corporate msnagement.
Some of these arsas sre - the appointment of managing digectors
and functional dircctnré in public limitsd companiss and the
fixing of thelr remunerastions inter-company invsstment and
losns; the protectlon of the interssts of minority shareholdsrss
mergers and amalgamations; snd maintenance of proper books of
accounts and their auditing, inspsction end investigetion by
Gavernment sppointed officials. In addition to ths Companies
Act, thra are direct administrative controls exapcland by ths
Central Government or the Company Lawv Board. We shall tpy to
high light some of the majar areas which are dealt in by the
nev Companlies Act and significant frem corporate msnagsmant

point of viaw.
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Attempts have been made by this Act to restore the
eclipsed authority of the board of directors by the emergence
of managing agency system. This Act mada @& cansclous affoéta
to put managing sgents under the superintendence of the board,
to make the board responsible and accountahle to the share~
- holders directly to ensure ths approval of the shareholders
in 2 large areca of corpérate palicy and decislon making. The
enticre report of the Shabha Committee under the Chalprmanship
of C.H, Bhabha, sesks to cuptall the pover of the managing
agents and rauctivaté the institution of directors. In order
to make the aharehalders ultimate source of authority in company
managemsnt but not to involve them to take part in actual day-to-
day management, it confers compulsorily for tha hoard of dirscéors
inevery company and recognises il as the top corporate manage-
ment body. This has been provided in Saction 291 of the Compa=
niles Act, 18956 which provides that axcepti wheprs express provision
is made, the powvers of a company in general meeting, in all other
cases, the Board of Directors are entitled to exerciss all their
povers. Where sny provision says that the company shall do such
and such thing, it has to be teaken to mesn, unless the context
otherwise requires, or there is anything to indicate the contrary,
that the Boerd of Directors are to do the things. That is to sey,
‘Company’ An such cases wsans the 'Board of Directors of the

Company.'

The provislon of proviso two of sub~section (1) of section



96 -

291 to the effect, ssys that the Board shall be subject to
'regulations made by the company \n genersl mseting' doss not
mean that the company in general meeting cen ovseride the
Board's povers of carpylng on the businsss, by prescribing =
regulation op passing a resclution teking always the powers
given to the Board by the articles. A general meeting can intep~
fepre only consistently with the articias. (Automatic self
clearing Filter Syndicate Co. Ltd. V Cunninggham (1S08) 2 che

34; Salmon V Quin & Artens Ltd. (1909) 1 ch. 311 and on appesl,
1909 A.C. 442°°

In athervords, according to this Act, the boerd of
directors is respongible for the actual management of the
company'e business, for 1ts grovth and in genearal for carrying
out the objectives and sspirations of the company as enahrined
in the Menoraqdun snd Articles of Association. Theee are many
sactions in this Act such as sectlions 282, 282, 283, 294, 291,
316, 372, 386 stc. to uphold these principles could have ta be
brought under one chapter. There éhould be proper regulation
which 18 expected to chsck which of the povers could be delegatad

snd which are not subject to delegation.

2.8 Types of Management and ugggggg;al Pargonnel s

Companies Act, 1956, section 1STA provides that "Notwith-
standing anything contained in this Act or any other law op any

agresment or instrument, no company shall, after the commencement

- - —

59, Ramaiya, A Gulde Lo the Companies Act, 10th End 1984,
Wadhve & Company Pvt. Ltd., Nagpur 440012 P-GES5S,
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of the compenies (Amendment) Act, 1960, sppoint or employ at
the same time, or after the expiry of six months from such
commencement, continue to appoint or smploy st the seme time,

of more than one of the following categories personnsl, nemely t

1; Managing Agents, (prlor to abolition in 1970)

2. Sacretaries and Treasurers (prior to their abolition
in 1970) 3

3. Managing Olrector 3 asnd

4. Manager.

Of the abave four, firat two categories hava been
separately dealt with and therefore, here wse shall discuss
about the last two categories of management l.s., Managing

Pirector and Manager.

As ragards the poslition of a manager vho is also director
and that of a Managing Director is equivalent, though these
officers ere ssemingly distinguishable as thasre 1s 8 difference
of the mode of appointment of each. Whereas, in the cacze of a
manager who is also appointed director, if for any reason his
office of directorship is vacated, the office of msnager held
by him ls not affected; but in the case of a mamsging director,
if he ceases to be director for any reason vhataver his offlice
of 'managing directos' vill also ceass alang with it. The very
defination of managing director accocrding section 2(28) as a

directar, who by virtue of an agrsement with the company, or of
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a resolution passed by the company in general mseting, or by
virtus of its memorsndum or spticles of assoclatlon, is entrusted
vith substantial povers of management, and includes 2 director
occupyling thu position of s managing director, by whatever nasme
called, provided that the powver to do adminlistrative ects of

s routine natupre vhen so suthorised by the board shall not be
deemed to be included within substantial powesrs of management.

It also indidates that a managlng diresctor shsll exercise his
powers subject to the supecintendsnce, conteel and direction

of the bhosrd of directors. The manaqing director is the most
important functionary in 2 company wvherever there is one, He

is the chief eﬁecutlve head, and although the law does not glve
him any specific power as such, he is ususlly clothed with very
vide powers oy the articles, or by reselutions of gensral meetings
or board mestings. The term 'manager' as definad in section 2(24)
means an individual who, subject to the superintendence, control
and direction of Lhs board of directors, has the power of mansge~
ment of the whole or substantially the whole of the affsirs of
the company and includes any director, or sny other person
octupying the position of a manager by whatever name called, and
vhether under a contract of ssrvice or not. Such & manager,
hovever, hes to be distinguished from so many sxecutives in
companies vho slso share the same momenclature but are not
manager as defined in the Act. The above definitions show that

8 person cannot be managing director without bsing director, but
manager can continue to be manager vhether or not hs holds the

office of a director also.
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The subtle, distinction will be of no practical signifi-
cance in most ceses, as a manager vho is also a director is,
as regards his functions, in no wvay different from a managing
director. Further, vhepre as managing director 1s & vhole~time
director, there is no difference between a vhole-time dirsctos
and managing dirsctor, axcepl that as per section 316, a managing
director may be managing dirsctor of more than one company, while
a vhole—~time directosr, being whole-tims employes, cennot be vhole-
time director in more than one company. A further distinction
between a 'manager' and 'managing dirsctor' is that while »
manager by victue of hlis office hag the power of manaqemsnt of
the whole or substantially the whole of the affalrs of the
company, s managing director has to be entrusted with such powers
of management as may be though flt. For a managing director
or any other director has, as director, no power of management
except when scting as ons of the members of the Boerd; and if he
is to have sny power, it will have to be delegated to him by
articles or by an agresment or resolutlon of the Boaprd or by the

company in ganepsl meeting.

A managing director can nol be equated wiilh an ordinary
director. Sections 2(26) and 2(13) shov the intention of the
legislature to treat the two as separate categories. Therefore,
vhen the term of a Msnaging Director explres, he can not continue

as & msnaging director without being rsappuinted.so

. - PR B ]

60, Slshu Ranjan Dutte V. Bhola Nath Peper Mills Houss Ltd,
(1983) 53 Com. Cases 883 (et 898) (Cel).
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According section 197A, there cannot be both a aanager
and managing director at the same time in a company. The
question whathsr a managing 'esplayse' should in his capscity
of employece be considered as 'servant’ or ‘agent' of the
company ls unimportant for purposes of the Lompsnies Act,
though it may be relevent for determining whether his remunsra-
tion is salary or business lncome for burpoaes of the Income- |
Tax.S% The civil couct will not grant an 1nJun¢tlon to restraln
the Company from interfering with managling director carrying
out the duties of 'managing director' who is removed from his
af?ica.sa When the interests of the managing direclor do not con~
fllct with the interests of the company, the court may allow
him to appear in 8 Court and make represzentation on behalf of
the campany notwithstanding the fact thalt he does not hold 8
pover of attornsy as required by 0.3 of the Code of Civil

83

Procedure, Aftervards 1t appears that the correctness of this

Judoment ls doubtful.

The study of 316 public companlies made by and raferred
to in hls book, changlng pattsens of Corporate Management by
Or. No.K. Sengupta, reveals that oenly four companies had preferred
management by managers. Thers are, howsver, indicstions that
after the sbolition of the 'managing agency’ this form has been.
preferred by at least two large agency houses, for axsmple,

EXID -~ Parry and Bied - Hellgesrs in respect of their erstuhile
61, Ram Prasad V CIT (1972) 42 Com. Casaes 544 (SC)

B2. Jaginder Singh Palta V Time Travels (PVT) Ltd. 1383
Tax L.R, 2487 (Cal).

63. Puri Constructlion Pyt. Ltd. V.N.L. Mehta (1982) 2
Comp. L.J. 765 (Del).
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mansged conpan-les.“ On peviev of 15 compsniss ws have come

eccross only one company managed by Manager (Chapter VII).

Though, in the Companies Act, 1958, there are traces of
four forms of management, working very similar at time, and
soon after the Act, it vas fslt that in 8 single company thece
was na poon fup ths existence of more than one category, cases
vere found vhers managing agent and msnaging director vere
appointed in the same company simultaneously. Section 197A
vas therefore, inserted in the Act, 1880 prohlibiting such
appointments, a corollsry to saction 188 placing a limrit on

the cost of mansgsment.

If a director is appointed as manager, and Lf as per the
terms of his employment he is not to be also manager or smployee
of any other company, he is a vhole=-time dlrector. Though,
appointnent of vhole-time directoss have become s common faeasture
in the corporate sector to~day, ths leck of 8 definition of a
vhole~time director Lis 8 major lacuna of Act, as Lhis sxpragsion
can cover a wide varlety of offlicials ranging from those who
are very nearly in tha position of managing directors to those
who, for all practical purposss, are salaried executives; for
example, secretarles, factory managers, or sales managers who are

often called dirsctors, but not provided seats on the bossed.

Apsrt from the abovs categories of management, there is

trace of anether form of managesent racognlsed by section 292

- - v

64. Sengupta Dr. N.K, chenglng patterns of Corporate Management,
Vikash Publishing House t. Ltd., New Dslhi, 2nd Edn.,
1983, PP 63~-64.
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which provides for delegation of certain povers by ths boapd to
"any Committee of Dlrectors" or mansging directors stc. Ragula-~
tion 77 of Table A also pravides for the Committee of Directors,.
The articles of some companies also provide fopr suthoplity to
directors to delagate thelr pover to committees. Bul delegstion
of povers does not sbsolve the Qaard of its responaibilitlies,
There may be one man Cnmn?ttea which {& in no way different from

the position of 8 menaging direcgtop.

In opder to make Lhe corporste menagement more flexible
it is necessapy that company law in Indla should contaln clear

legal provisions for such ‘committee of directars.’

Immedistely after the cosmencement of tLhe Companles Act,
1956 up to 3rd day of April, 1870 thers had been the followving

categories of compeny mansgement 13

Board of Dlirectors

1
]
H

+ -

1
Direct Managament

-y
]

*
Management by others

o il o v v s sy

L]
INDIRECY HAQAGEHENT
1]

;!

A il o ok ol A i P

[ )

'

}

:

i ' -

! (v} (vi)!

; Manager Menaging

{ Dirsctor with

] vholevtine

g Directors.
(1) 1(118) 3 P (via)g (viin) i
gith vhole- . gzigitt i Mlnaa%ng Secretaries
Directars | of o (1v) i Treame

' Directors With Mansglng reasursrs
Ngtz)%t Directoe/Directors
ou
vhale~time

Directors
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Aftar the abolitlion of managing sgsncy along with the secra-
tarles and treasurers system on and from April 3, 1970, in
Indiz at pressnt there exist only first six foprms of management

of the compasnies as mentionsd above,

1856 ¢

Companies Agt, 1956 provides sesveral provisions to
check the concentpation of manageriesl pover in few hands and
practicas of asultiple directarships which had developed alang
vith the managing sgency, partly on account of lack of adequats
commercial experience to serve on the Boards of nevly floated
companies, snd partlly on sccount of Lhe consclous policy pursued
by the manaylng agents to control boards of intepprelated

companies through trusted friesnds snd collsagues.

Mp. M.M4. Mehta's study reveals thst "nine leading
families in 1352 held 6800 dirsctorship of partnarships.”ss
"The Singhanlas end Oslmies together held more than 200 direc~
torship. Birlas and Goenkss wers diractors in almost every
variety of industeial underteking from small jute and cotton
pressing factories to the biggest of automobile and engineering
concerns. This study further shoved that two wvell-known
industrialists vere on the boards of 50 companies; 100 persons
held 1,700 directorships in ilapartant companies, and that on

the top, ten eminent industrislists held 400 directosships."5®

65, Mehta M.M., combination - Movemsnt in Indian Industry ~
A study in the concentration of ownspship and Manageaent
in Indian Industries, 1952, Tables V1II, IX and X,

66, Sengupta N.K., Changing Patterns of Corperste Management,
Vikas Publishing House Pyt. Ltd. New Delhi, 2nd reviged
edn., 1933’ P=iG,
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"The Soard of Directors, to-day, is 8 clase preserve,
Sons and relations - community people at the farthest ~ alone
have access to the cltadel of landustrial leadership. Thus
for all practical purposss, a few leading femilies in Indiam
control and guide the industrial destines of the countpy.
Young ssldom find on opportunity to sniter ths closely presarved

and well organized industrial ullgarchy.”61

Companias Act, 19566 provides that a person can not be
director of mare than 20 companles (excent private Ltd. Company
vhich is nét subsidiary to s Public Limited Company) st a time
in order to check the evils of multiple directorships. This
libersl ceiling, actually did not aserve a very useful purpose
and therefore racent domand is that this limit 1s to be brought

down to ten ar aven five,

Under present provision, a mansger or managing director
gan - not act ms such in more than tuo public companies or in
private company subsidiary of public compeny without Central
Government's approval. This limit has been imposed so thast
the msnager or managing director csn devote his time, energy
and exparience for the primary company in which he gerves first.
The recent demand is that he shsll be manager or wanaging direc-
tor of only one company. Along with it there is provision in
Lhe Companles Act and in its sfiervards amondment such as

(Amendment Act of 1974 ssction 383) makes it obligstery for

- -

673 Opssite Mabla, M., Canbinetion Movemant in Indien
Industyy, PP 27«28,
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companies vith pald-up capitsl of rupees twenty flve lakhs or
more to have a whole~time secretary. The administrative gulde-
lines issued by the Centrsl Government, depsriment of company
affairs, in 1969 stated that ae s mstter of palicy the Centrail
Govsrnment will not spprove the sppointment of an individusl,

managing director or menager in tvo companies unless -

1) these are small ar
2) situated at the same place or

3) are sngagad in the same line of business.

These gulde lines ape sxpected to accelarate the movement of
profaescionallisation in company menagsment. Other praovisions
(llke?iection 3713, restpiction has been impossd on intercorporats
investment, by sections 108A, B snd C on acquisition and tranp~
fer of shares, by ssction 370 imposing presteriction on inter
company loans, by section 294A rastrictlions on the appointment
of sole selling agents)are readily exanmples of preventive amsa-
sures sgainst concentration of sconamlic pover in corporate
managemant. The leglslations made like MRTP Act, 1963 and nav
definstion of group under sectian 2 snd 18A of the Companies
Amendment Act, 1874 and povers given to the Company Law Board
for the proper functioning of the Companies in India sre impor-
tant to mention hare as they are meant to restrict concentration

of powsr of company management.

But in actual practice, va can asse that thepre is can~

centration of economic pover in few hands halding substantial
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squity sharss by meking group with membsrs of the family or
friends. Somstimes, thasy sre direcily nominsting managing
directors from amongst the group members. Sometimes it is not
possible to recognise by name ta vhat group he belongs. Thus,
visible or invisible hands, holding povers daptures all the
povers of manasgement of Lhe company snd actually meking the
board'Just like 8 rubber stamp. The Heerd with managing
directos can cemain as such so lang they vill serve the interest
of ths group/individual/individusls holding pover. Sharsholders
holding small number of shares can not be ln anyway hops to
exercise thelys prights es shareholders baing elected as directors
and thus concentration of sconomic pover has made the company

managemsnt mokery of democraetic form of orgenisstion,

Thogh the managing -agency system has been abolished
from India, the concentration of economic powers still sxists.
Povers are accumulsted in few hands by way of forming or purcha~
sing contrelling pdwar of other companles and making them sube
sidiary companies. Recently, it has been seen that by holding
only 10 to 12 per cent shares (eqully) one can capture ths

managomsnt of & company.

The position of concentration of econoamic power and pre=~
ponderence of managing agency can be also evisaged from the

following Teble.

Number of companlias manzgad by 8 managing agents in

selected 1ndustr1es.68

68, These figures as complled by §r. Nabagopal Des in his
book, Indistrisl Eanterprise in Indls, Oriont Longaans,
and édn.. 1856 P+~130 tsken from relevant editions of
ths Investors Indie Yesr Sosk, publighed by Massrs
place siddons & Gough of Calcutta,
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1911 19585 Percentage of
increase.
Jute 22 40 81 %
Cotton 24 38 82.5 %
Sugar 6 32 433,33 %
Tea 58 100 T2.4 %
Enginesring 8 34 AB6.B %

The following table ashovs the growth of total sssets of

selectead large houses 1

- - - - "

Name of the houses , 1872 g 1875 } 1918-? 1880 | Per annum
. L T H 1_9'°“tf_
In crores of Rs,

Tata | _ 835 808 1102 1538 9.6
Birls 572 858 1171 1432 12.8
Larsen Toubro 1S 138 184 246 16.1
Singhania 121 208 293 413 16 o4
Mahindra & Mshindra 58 114 137 ‘185 15.3%
TVs lyengsr 50 102 138 188 17.8
Mods 58 7 135 198 15.1
Hindustsn Lever 18 8e 187 219 12.4
Top 25 laprgs houses 3360 4838 4838 7200 11.5

ey — o - -~ - - - - a—

Soupce of informatjon of the above table

Ansver Lo s parliament quastions as reparted in Finsaclel Express,
Nev Delhi, 22nd Mapch 1873 and ansver Lo ancther parlisment ques-
tion (Lok Sabhs Q.,No.3403) on July, 8, 1980, Also rsplles to a
gajyg ?532? (QeNo.22, March 1982) and L8R Sebhs (Question on 2nd
s ™ :
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dy snalysing ihe figst Lable it was becoas svidemt Lhat
befores Componies Act (1958) pems into saistencs, © ssneging
agenite used Lo contprol sajor industriel cospsnlies. Ascerding
to Op. lNabsgopal Das in the yeap 1955 the Tetss controlled 32
companies, Sirles ovar 125 coapsnlius, the J.K. Industeies group
soae 50 conpaniss and Lhe Delsias over & emmlu.“

Apart fros iL, it vas found in the survay, aade by Mp.
Asok Mahta, in the yssp 1956, Lhat Lhepe veps 3,728 directope
ships disteibutesd among 1,103 persons ¢ 61 of Lhams pespsons
hald 1038 girectorahip (an average of 16 par paprson), whils 20
of thea hold 80% dirsctacship (an svarsge of 40) .10 The sscond
table indicstes the ssount of aoney is at the dispossl of the
ronownad econsalc groups.

Thapafore, ve can safely conclude Lhat concentpztion of
aconomic pover still exists in Indle in paspect of Company
sansgeaent, This is sost visiole lecunes and At has crestod
snorsaus probless in conpany sanagesent in India. In Jgesl
forn of asnagsasent, thege should be provision for praportionate
representation, In this connection it asy bs mentionsd Lthet it |
1s urgently nesded to amond the segltion 268 of the Companies Act,
1936 Lo sdapt proportional representetion for Lhe appointsent
of directors An ogder Lo seke it compulsory for ths companies,

210

in ordap to imsprove tha asnagsesnt practices qualitatively

e Opeieoitly

89 Des Dr« Nsbagepel = Industrisl Entuppplse in India
' Grient Longasns, 2nd Edn., 1956, P = 131, ’

T0, An unofficisl suevey carelad oul by Mp, Asok ltahts, 1998,
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and 40 bring sboul soms degras of discipling in the sshagenent
of carporsts ssctor for ensuring sn henest and sfficlent adeinie-
tration for the banefit of the shareholdess snd cosmuniiy se

s vhole and slso Lo provide soms sort of code of cendust for
Lop corporate managors under which Lhey ape sble Lo schlave s
high stendsed of pesfosmencs in reslising corporste gesls,
upholding public interest, doing sccial benefit sivd advenceesnt,
Companies Ast, 18355 provides a number of ppovisions to Lune with
above ssntioned objectives. Some of then are msant for Lhe
ronoval of alismanageasnt and aslpracticas, making sanagemsent
renponaible Lo the sharsholdess, providing for s lapgs nushee
of dscinlons of vitsl lsporisace to de compulsorily approved by
the sharsholdera’ mestings by cresting 8 bullt-lnesscheniss

for widest possible disclosures of s compeny’s working amd
financlisl poalilion by providing judicliel remedy An & lergs
nusbar of lastitutions, Govagnmonial intepvention snd contgol
over a large area of opsrstion of Lhe corporste asnsgoaent,

Companias Ast, 13556 mesde provisiong so Lhst sansgesent
of ths company 13 not vestsd Lo eny undesirable persons who Ley
to fulfll theip own intarest st the coat of Lhe shershelders
and othee Lntepeated pereons. Sy weens of ssction 293, n
sttompts hove been asde to Leanafer the ultimate suthosiiy to
ths sharsholders, and teo vest effective suthorily in day-to-day
aastbtors Lo thelr sloctsd representalives L.a. the directors
for supsrvision and contrsl of the chiaf sxsgutive for propep
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functioning of tha coapany’s affalrs. Section 2688 end 387 lay
down that ths appointassnt (end resppointasnt ses provided by
1974 Asending Act) of Masnaging Digssctors, shole=tiss Olgeclors
and Managers in such s Company that appointsent/re~sppoinissnt
should be sads by the compeny only sflap sblaining spprovsl
from the Cantral Government, IL indicatas thet such sppointe
asnts vould be invalid LT Central Gevernment rofuses Lo spprove
them. «with view to wipe out the lacuns Lhet existad as to whet
type of psople would be appointed as aanaging/whola«tine dicsstors
or asnagers, bthe Companies fasndmant sct, 1374 provided Lo
taction 269 & nev sagtion Iil which providas that the Csatpsl
Gavernaant shall not sceoed Ats approval in sny case unless it
is satisfied with fulfileent of some specific requirssenis,

| Tha Centeal Gavernuent say, howavee, by nolificaeblion in
the official gazette, remove the disqualificatlion incurred by
any pacson by virtus of cl.(d) ralating to conviction snd the
one incugred by sny parson by viptus of cl.(e) of Sactlion 274
of Conpanies Aghk, 1955 pralsting Lo non-paymant of any cells,
A privats compsny, vhich ie not o subsidiary of s public company,
ney, by its aspticles, provide additional disqualifications.

Indisn Coaponies Act Lsposas resteictions under section 54
not only sgsinst known and widaly critielssd malproctices connec~
ted vith managing agents, it olso lmposes varisty of pesteiclions
on ‘asseciate’ in relaetion to wn individual eolsting to o mone~
oing asgent.
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The nost prominent lscune in the pattsen of Governsent
contrel over the boopd of digectors As in pegard Lo the position
of wvhola~tioe dirsctors. ‘lovherz in the Act Lhe tepa has been
definad and yst many saciions brockst it with seneging directors,
specially with regepd to theip sppuintment and romunerstion
and the noed for Govesnment approval for both. For sll practlical
purposss, 8 ywhole=tise dirsstor is distinguished fros Lhe asane~
q,lnq' dircctor,. Ssetion m;« doss nol incliude vhole~iise dirsclors
in the cetsgory of aanagepisl personnel. Thus, ageinst tha
- intention of Lhe feemars of Lthe Act, under Lhe prcﬁut low o
conmpany asy appoint vhole=tiae diccctor sven Af AL )8 sansged
by Manaaing Oirectog, Lacuna 1o slso viaible in seetlon 315
which doss not specifically resteict the numbey of companies in
which one parson csn ssrve as whole~time director. The sbasnue
of spscific provisions pegapding sppointment of vhole=tims direc=
tor of sore than one company se has bheen in the specific in the
cass of e wanaging director is » dafinits loophals in the gensrsl
schena of sansgoment, Again, although, » aanaqging director gcan
not bs appointad under sacltion 217 for o period of sors than S
yaars ot 8 tioe, Lthis rila 1a nol spplicable in the case of vhole~
tine digegtor. Conssguently s vholes~bime dicoector aay be appointad
pogamently.

The schame of resasneration of theps officlals is sald Lo
be unique in the Indian Compeniss Agt, but it still requires Lo
be made jJustitisd comnsldering Lthe size of the company linking it
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vith the profit made by the geapany. It nelther takas into
account the genulne pequiroments of & larys sized compeny nop
14 meks provision far rogulsp sonthly payaent as Lhe popsonnal
of the monagement has to wall under uncertainky wntil the
closing of the yesp,

The prasent dasy naad A= to snaurs the aveilsbliliiy of
efficient sensgemsnt pasrsonnal vith vast experience and abllily
and Lhepsfore companias Attt should mske provision Lo encourags
l;han pereons to gel anipy in o company wilh sssured ragulap
alnlaua saiacy in Lho capacily of ssneging or whole time
dirselor aasking the sseis of resunepstion in tuns with the
capiisl base of the compeny, Als turnovee or the volume of
business, the nature of responsibility ang other allled fec~
tors; and Lthis should bde couplad w-ltﬁ 8 provision for comslssion
bosdd on AL An aceordance with tha basic soclio-econoalc policy
of the ttste,

L% -4

In opdep to contpnl and check oppression and al ssansge~
wenl, over snd sbove the povers confappad undee sestions 397,
388, 408 and 450 by virtue of Lhe companios asendaent Act, 1874,
the Cenitrel Governsent 1s smpovered, inberslls, under the Indis~
teies (Dovelapment and Reguletion) Agt to take over complete
- managensnt of en industeisl underteling end intervone in the
day=to~day sdainistration, The Companies Agt doss not indicste
the Lype af direclors Lo be sppointed sz such or snything sbout
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their mods of warking, Thomph seny experts ceiticise the utlility
and wvalidity of the sppointaent of directors under scctions 408
and 408 shd ses An At the unhaslthy contral ovap sansgoaent, but
Lhare sre sony Anstances vhere 3t proved on the vhols, beneflclal
to Lthe company .5« the gcese of Nellonal Raysn.

In opder Lo meke tha provisione of thes coendment of 1974
effactive, the parsons Lo be sppeintad aust be efficlant and
they sre Lo Be provided with special pover to plug 8 vitsl rols
in tima of crisis,

213

The beslc concepl of Company Law has yndergone s redical

Lranaforsation. A company is La~dsy Lrealed as 8 vital notionslly
faportant, saogio=economic mauuum.ﬂ

In 8 complex socisty wilh its scoclowecononic problema,
Lhe sanagewent of Corporabions oen not da as simple es it ves
fifLy ysers 8go, snd us ths structure of commerce md industry
| grovs in complenity the vhole concept of wanagssent comsss undee
shurper merutiny. The Corperstion tadey is not regarded o
balonging ta the shepsholders themsalves; hance senagesent i
net only scecuntsbls Lo Lhe sharehclders. Todey, sprporste
reslity demands Lhat good corpersts msnagonent should have
ragerd nat only for the sharchelders but sleso for sany ather
Ainterests, Mp. George Goyder, in on the apinion that the oblige-
tions of the company to its sharshalders, employses, consumers

- " el

Tt. :mharjo: JePeile :{ ::: Cnlauualmoh C:urt.nl? s
ABNOULS Tuh conpany lev peniney d on 30Lh
May, 1984 st Caloutis under Al suspioes of Lhe Asmocis~
tion of Cospeny Secreiariss snd Exsgulives,
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end the coamunily should be statzd as one of its fundesental
abjects in iis mesorsndum of sssocistion and protegted Dy
ppocial scticlas, and that avery direchor should be rseponsible

for woatehing the intepest of each of thess classes.

T2

Indisn Companies Act, 1856 includes slsbhorate provizions

ragerding corporats disclosure including asintonancs of books
and sscounts by companiss and msudiiing of these scoounts by
competent qualified suditor snd sybaission of s logge nushep of
ralsvent informstion to the shapsholdess and Lo Lhe appropriasts
Goveprnmant sgencles, vii. Reglistrars of Cospanies located in
avepy state and Lo tha public ob lapge.

Okaclosures under Conpsnies Aat, 1986 are requised to

be mads 1o prescribed document/retusas inforsstion, Thass
include

L)

£3)

1ib)

£1iing Lo the office of the Msgistrss of the Cospsniss
vho shall asintain thoss pecerds which any shspsholder
or number of public can see end asks copy of thea on
paymsent or an requost §

sending to ths shagsholders of Lhe company vho as 2
mattsy of pight, obtain a rolevant infoarmation fron

the Company 3

to be kept by tha company for Lhe maintensnce of proper
books of sgcounts sons of which spe opon Lo inspegcltion

T2,

- - .

Goydep Geo Fuwn of Pelivete Enterprise, Besil
olackeoll wm. 1954, PELESe

The Responsible Coopsny Basil 3lsokvell Oxfoed,
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by the public end sll of which ape open Lo iaspsction
by the Ragistrars of Companies or officlel authorlssd
Lo inaspoet,

Segtion 220 deals with procsdures, rulss sad Amposition
of punighaont for defaull An filing vith Lhe Heglistear, L
balancsshaat snd profit & loss sccount duly signed by the
suthorised porsons for Lhe preceding yesr. Section 150-16%
doal with the subalssion Lo Lhe office of Lhe Rsgistror of
the Companiss on olsborete snnusl return. Soctions 532-884
doal vith the sstteps relating Lo compulsory submission of
csptain documsnts and rctupns by evepry branch of & forelgn
company a{wntlng in Indis to the Reglsirse of Compsnles, Dslnl,
with copiss Lo the Registesr of Companiss of the state whwepe
the coapany is locatod, A company aust slse fumish statanent
Ao the Annusl Raporis and Accounts, the -st.amant pagapding
its subsidisry conpanies pursusnt to ssetion 212 (3) and
212 (3) of the Compsnies Acte It will slso furnieh stotesent
pursusnt to ssction 217 (2A) of the Compenies Act, 1956 sesd
vith the Companics (particulars of saployess) Rules, 1975,
Appendix 111 conteins o list of verlous documents or notlces
to be filed vith ths Registeer of Compenies. Section 810 must
be gonal. ered to de Lhe Lingpin of Lthwe disclosure provisiens
in the Indian Company Levw. Under the provision of the ssetion
any pepson een inaspecl any docuseni kepl by the Registror on
payment of prescribsd fees.

Tha documoents thet apre to be fu-a to Lhe Reglstrar of the
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companies are seatiared in different sestions of Lhs Companies
Act. Thass could bs heought under single scction nsmely seg~
tion BI10 for sluplificetion of Lha Componies Act. These are t0
be preparod in s lagible languegs in sinple froe a0 88 Lo sepve
the purpoes of diffapent ingredienis of Lhe compeny.

Shspeholders of the conpanies ers ontitled Lo receive the
following docusenis or pelevent infopmstion from Lhe company on
presceibed occasions, oF fops time to time 3

te Shaga Castificats (Sesbion 113)
2e Notices of genssal aceting (Sestion 1TV)
3. Mesbers' reeolutions (Sagtion 188)
4, Oividend versanis (Sestien 207)
Se delanceshcod ebg. (Sention 219)

G Documents seleting to subsidisgy  (Sectlion 212)

Te Abstraet of taepsp of contracts of
aansging digestor (Section 302)

Yesrly furnishing snnusl scoount Lo Lhe shareholdess i
too long an intspvel,. A pesolution sdoptad at Lhe All India
chassholders' Confegrence Splesded foe the Lssue of quarterly
progress roports Lo keep shagoholders inforsed sboul Lhe working
of the companics and for stock exchanges Lo gaguire companies,
vhoss sheres vers iistod, Lo provide periodicsl stetements.’®
The Conpony Lav Joapd L alse understood Lo heve desided Lo
inteoduce tLhe systea of quagtorly balence siwmela in Indle &3

> e

13. teld in Madess, on 1640 April, 1865,
14, The teonomlc Timas, Lhe 1TT%h Ageil, 18856,
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the Govepnment feals that such s sisp would give the shersholders
a2 nore Antimste imowlisdge of Lhe pesfosmence of Lhe compmmy froe
time Lo time and sian help in anlapging the horizon of investing
clags, 14 43 mlso thought Lhet quartarly balsnce sheols would
affect graster officiwncy in mwt as 'covering up' would

bacoas anre tllfﬂaulh“

Carpogats lov Ls constantly moving Lovards bollsy sanage-
ment prectices and the Lgend is Por better md fuller sceounts.
Ths thinking of Company Ooards is also changlng froa the eld
fashinonad policy of kesping susy os auch infossetion as possibis
feon Lhe sharaboldse sc as Lo prevent Lhe Inforeetion pgsssing
into the hands of sivals. Companies spe now asnlering intc healthy
competition in the presstation of praciliesl inforpmation vhish
L s both snlightening se vell as stteactive, 'S

The fiducliary cclationship bstwecn the asnsgement and its
sharsholders shauld bes bopne in aind by the sanagesial community
and malppaciices such as nepotisn, divession of profits into
thaly own pogkets through verlous dovices, should bs shwawmad w0
that shagehalders eny have confidenos in thoss to whos Lhay have
antrusted Lhele surplus fundme Op. NoKs Sengupts ssggeasts Lhet
"Many of the nonwagsentisl iteas in Lhe balance shoet, viz.,
schodule Vi may be dispensed with, asking it shostar snd sors
ssaningful and peducing the cosk of servicing the shacehalders.
As regords section 212 (document selsting Lo subsidiariss) the
presant requiresent msy bs substituted by s conaolideled balence~

18, The tconemic Times, Calcutta, April 17, 1965,
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shest and profil end loss sscounts of 8 group as » whales, This
will give o aore corpest plictuse Lo Lhe sembers of Lthe holding
company o3 Lo Lthe eatent of Lhelr lnhntts"

ODisclosurs Lhpough Annual Report is not st all sufficlient,
from tha Annual Reports of ssventy five companiaes pevisved by
us it poveals thal these contain only those information which
a8 nscessary Lo comply with the legsl formalitias. They fail
to fuenish sufficlont inforaation regepding coapasition of Lhe
bomed, Dig sconomic group to which the compeny balongs. The
saount of profil saped does not contain how auch by monufastus~
ing or teading snd how auch by dessiving the subecontrsctors
and small business firss by nol paying Lhe duss in time, Ths
\nterest for thet period is not countad end sacounted for.
Asount of aoncy taken ss ¢ loan from financisl instilutions or
sharsholding by those institutions is not cloarly stated in the
annual Accounts.

For thia purpose, though suditing of tho Agssunte has
been aads conpulsary Lhe suditars are reluctant to report any
Lype of simmanzgesent of the bosed of directors. U.K. bssed
Andustrisiiet Mp. ‘wore) Faul during his Intarview with »
ropresantetive of Lhe Cconosle Times, Celoutis statcd st Celoutis
on 28,12.84 that "ws hasve Lo onaure Lhel coopany suditers do nob
get swvay with putting thelr signetupres Lo sudit peports ond
abdicste thalyr basic responaiblililty of sctusl suditing: On the
other hand, in Seitain once an suditor certified Lhe annusl

17 Sengupta NeK, = Changing Patiepns of ots Menagowent
*  Vikes Publishing House Pvt. Lbdes New Dolhi, 2nd Revised

Edition 1983 P - T8,
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seposhe of cospeniss, on Lhat day Lhe pesponsiblility fer eny
assss~up in stock would be on hig head,” 10

Regarding cosh sudit il con be mentioncd that vary fev
coapanies appeint cost suditor though mades coapulsory for
companiss sngaged in pradusilion, procsssing snd sinlag,

Regssding workars' participstion in naonageeent, thers
iz no provision in the Companies Agt 1956, Thars should be st
least some provislong Lo make An roellly of Lhe promiss sade
by our conskhbution ia this regsed ond culalnsts Lhe propelely
of iL as expoplisanted sucesssfully An different developed
count.eies of the vorld in order to being in hapmonious peletion~
ships batvesn awnageaent snd veorkers for Lhe purposs of aste-
blishing industrial pesce.

The President of indis, M. Z8il Singh, while insugursting
Lthe 27Tth snnual ganarml m2eting of the Tas Acsoglietion of indla
st Calcutbs on Lhe 3rd day of Augusi, 1985 seld, the ladustey
should treat workers st its partners and sse thet workare bed »
shors in ths weslib genspeatesd. Pegticlipetive asnogesent would
halp to prosots hapsonious relstions betwoen capitel and lshewr
end thereby contributs to the averall prosperity of the countey. ™

215

Undar Companies Acte 1955 theee are provisions for the
maintsnance of 15 types of books snd registere by the cospanies
for the purpase of gliving accass Lo Lhe shapeholders for varioties

- A

T8. The intsrviss wilh Me. Swepa) Poul on 20.12.1984
seposted in the Eoonomic Times, Calcutias, 29.12-&.

1" Upegit, Calwt.t.l, Agust 4, 1985,
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of iafosastion Af they requirs., Sesthons 202-233A state provi~
sions relating to the naintanence of the books of ssgounts stc.,
An scoordencs with genspally ssseplad sssouniing methods.

Ssgtlion 208 ssquirss Lhabl svery company is Lo hasp at its
rogistopad offics proper buoks of sseounts,

The scsounts ssinkeined by the cospeny aust give & Leue
snd felir vies of Lhe stals of effulrs of Lhe conpany snd Liees
ses to be pressrved releting Lo sight precading years in goed
gondition. Every direstor is entitled to inspect Lhe cospeny’s
books of sccounts during businses hours. These ars also subjest
to inspsction by Lhe Registrar or any other offiser suthoplssd
by tha Cantral Govarnmont, If srticles a0 provide, sembeprs of
Lhe company ape slseo entitled Lo inspest books and asccounts of
the Compeny. The responsibllity for mesintsnance of books and
sccounts i vested, sgcapding to section 208, an Lhe conpany's
Hanagling Digsctor or Diresiors.

Thepre are othap provisions undep Lhe Compsnies Agt, 1988,
regegding full disclosuse to suditors. The suditar being en
officer of Lhe compeny sey ask for sy inforastion necsssepy for
the dischargs of his duties (Sestion 227), He s requised to
raport Lo the sembeps on the scecounis of the aompeny., Audiior's
repart i to be placad bafora Lha compeny An a gensrsl mosting
snd is open Lo ingpoglt by the asabsrs. The suditor is entitled
to sattend the Annual Gonspral Mestings snd to be hward at Lhis
aneoling on any part of Lhe businsas concarning the sudit. Ragent
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davelopasnt of Lhs sodern practices has ande the suditor respon~
sibla not only to check scourscy of accounis bul slso Lo go into
detalled copractness of the state of affalrs of Lhe company,

Registesr of the company can oall for spscial inforsetion
and sxplenation undep ssctions 234 and 234A Af be is of Lhe
opinion that documents rogquired to be submitied Lo his offlice
is lnadequete., There is provision Por punishaont An default of
such infoemation and explanation on tha part of tLhe company and
ite officar., This is reslly an wids pover enjoyed by the Regiee
trar of Companles.

218

No decision is to Be teken in » board's mseting on Lhet
particulas satler in which a director is intarestad and s
prossnce is not Lo be counted Por gquorus of such a mesting (ten~
tion 300), A ragister is Lo be saintalned which will conbtaln
disclosuss by the direclors recsrding the offices e holds in
othes body cocporats {(Scotion J0S5) snd this cogister s open for
inagection by sny shersholder (Seation 304),

2¢17  Seghsl rasponsibility @

Thaps 1o no provision under Lhe Companies Act, 1586 segeso~-
ing the soulal posponsivility Lo ba undertaken by the sospanies,
The old ides that "the company As for Lhe shersheldesrs' hes chenged.
Now & days the success of # comspany vill not be judged by Lhs
asount of profits AL sade fapr paying high rale of dividends Lo the
shareholders anly. On the conlpary, the miccass depends sors on
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the pespensivonses far maclisl ceuss, In psality, sll the ingre~
dients, viz., sharsholdars, suppliers, custossra, finenclees,
vorkers and oaployees and shove all secloty st 1large which conp~
titute s company, sisst be bensfittad by the sctivities of Lhe
sompany. Tho Companiss Act of eny country sust contaln cuplasin
provisions as socisl institution to solve diffecent problems
fsced by the countey., BDut our compeniss Act is silent shoutl it,
Jdy revieuing seventy five snnusl reporis of cospsnies for Lhe
yaar 1504=85 ve have mosn Lthal fow companies sre spending some
monsy for the soclel csuse and aost of the companies wrs silent
about 1t.

In gonclusion it gan be seid that Governaent should make
company leave up=te~dats, The company law of indis was snacted
in 1955 on the model of tha Opitish Company Law of 1948, Sings
then, the Geitish lav has gona Lherough complels rewritings -
the last ona baing in 1981, while Indis is still working with iLs
company lav of 1856. Thus Indien lews nssd complets rohashing,

In the noxt chaplar ve shall deel with pomss rmzt;tt- problens
of conpany sansgesent., Thess ars Lo be isesdistely solved or ot
lesst to be minimissd. inlags somelhing is done in this regard,
companies vwill be unable to play Lthelr reols as lapertent socisl
institutions,
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SHAPTER=LL

How @ vital problas shich twms bacons vary Aapogtant
tc solve \emsdistaly is = Con Lhs coapany sanogeaeni refuse
teansfep of shares under Lhe lndisn Compenies Ast, 1888 ?

There has besn of lots of grest fury ssongst Lhe
sxiasting ssnagessnt of somse of the well-known sstabllshed
coapany an sggaunt of brisk and speculestive pusrchase of

- some shores for Lhe acquisition of contrelling intapest

of such cospsnies by nsv indusirial magnels comprlsing
both the rssident end noneroslident Indians,

Gendagrelly Lhis type of purchase of shores is seade
vilh funds of companies or teusts or other bodies whbich
they conteol, The precent instances of such bits to
acquirs the contralling interest mey be found An Indien
Tobacco Company's venture Lo abtain control of Indimn
ceant and general venturs in respeat of Fremlepr Auto Lid,

Recently, Hindusthan Sanitery Were and Industries
Lid. with Als reglsterad offise in Calcutte ves the taggetl
of comering of shsres in smell lots. Siory of corporate
ssnipulation pleced Legether mekes en interssiing resding
as any I.hrllllﬁ'

et e i e _——

The Cgonomnic Tiwes; Caloutta, Auguet 18, 1980,
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Thers has also boesn a stele of toke~gvar etieapts by groups
within indis (e.g. 1TC/indlan Caments, Coenka/Frenlar Auto, Thepes/
ceindls Steesnship etc.)s The ressons are seny as far os indien
gPoups ars concepned, Lt is increasingly aope difficult to find
large nev projects vhich are sconoalcelly visble snd stlteactive in
viey of plaing capital costs, delsys in oblaining governeentsl
clearence ang obthar lopsdiments arlsing fros Governssnt policlies
snd progeduréis. It is often more profitabls to scquire an axisting
coapany vhich 1s sithor undarvsliued in Lhe stock mapket or in
capable of significsni laprovement with hotter managesent. This
s not peculiar Lo Indis end Lhis Leend has sl been visible in
the UsA and sissvhers Loo {e.g« Conoon/OU Fuint, Sendin/Allled
Chemicels).

b)

The new concesaion snd dispangstions for poptfolio iavest~
asats by non~pesident Indians have sade it possible snd stiractive
for NRIs to moks tLake-over stioaptis.

The Government La sslzed Lo thoase phenosanon vhen ssstion
1J8A to 10BD of the Compeniaes Act, 19558 was incopporstad in Lhe
Companiss Ack, 1356 by the mangeent of 1974 with s viev Lo contpol
the scquiresent and dispossl of sheres in bulk, Fapticulerly
esntion asy be made of ssetion 1G8A vhich provides thet sxcept
vitheut the previcus pesmission of Lhe Central Governasnt, no per~
son or group of persons (including fires snd bodles corperstis)
vould be sllowed Lo sequire s Lotal quentum of more Lhan 25X of
the nominal value of peid up Equity Shags capitsl of & public
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compeny op any privsta cospeny which is subaldiary of @ publlec
COBDANY ¢

dut the ssfsguseds envissged Ain Sspction 1UBA Lis fer from
adaquats as under the present cleoumstances it has been geen
that acquiring only 10X equity sharss As sufficient Lo Laks ever
managssent of cospany provided it esn onlist s support of ether
aajor shapsholders including finsncial institutions vhich b pro=
sent hold s substentisl portisn of equity shares obisined through
convoesion of loang and/op general body of small shareholders
directly or therough proxies.

Un 15th August, 1383 the then finsnce minlstsr disclosed
Ain Rajye tabha a list of cases vhare vasious forelon fires or
noneraaldont Indians have invested monles in ghsres and debontures
of Indien Companlaos. The Lotal purchwee upto the pepriod in quas-
tion (upto August 15, 1983) ceme Lo mesrly As.23 crores. Alien
companies pupchased shares worth nsarly Rs.22 crores of Ralliance
Textiles between April 1, 1382 snd July 1, 1883 Shaces end
debsniures were purchomsd feom such well known cospaniss as Chou-
gule Steaaghip (Re.1,38,000) by Miss Arati '.Sheike of Oubal,
Largsan and Tourbro (Rs.82,289), Kelvinator of Indis (Re.10,0U0},
Glexo Luboretosiss (Re.18,450), Hindusten Lever (As.3,131) all by
Mpe Pode Deprls of Abu Ohubl, Wiltach of India (Ra.15,512) by My,
Hepl Finta sad Mess 5S¢ Pinto of Seudi Agsbiag Lahis Maghines
(R8.5,300) by Mps Surendrs S.Naik 0f the U.Sej Cromplon Greves
(R8a34300), Indien RByon (Ree3,300) Tieso sil by Me. M.¥e Mehtu
Jolntly with Me, J.V. Mahte both of Eihiopls end 1.T.C, Lisited
(R8e64260) by Lock Mohosin Zasivels of Dubad.®

- - -

2e Susiness fiandard, Calcutts, August 17, 1383,
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AL & cost astissted unofficlally ef Re.28 ceores, Uunlop
Holdiags FLC of the U.K. snnounced thet it had sold 9.8% of Lhele
shars An Ounlop Indis to a non-resident Indian My, Chhabris and
s resident Indian Me. Ssnjib Goenka, youngest son of A.P. Goenke
in agusl wshwre of 4,92 each, Vapy rocently Mp. Chhabels bought
Sine mfbi'a holding in Shaw Wellece 38.7 per csnt of Lhe shares,
- which fa the lapgest block. Though, in ssny csses, Lhe investe
aants sada by Lha nonepesident Indiens ags purely for mﬁmt
surpopes, yst in 8 melopity of gasss the msin wmotivation is to
acquice conteol over Lhe asnageasnt in visv of Lthe prestioe as
vell as the mony tangible advantagae which flov from Lhe pight of
sanagenent. as 8 remilt of our rsgulatory pelicies; this ) Mﬁhly
alsc the maln motivalion for takewovepr oillesplts by Indien groups.
The fact that the promoter's shsere s lov in meny cases provides
the apportunity for predetors.

to far sa the Lake-aver ia conceprned, the nationslity of
the biddar is of 1little conmequence excapt the tax concessions
avellable Lo NRLl investors giving soma advantage dessed to be
unfalr over the Indian proactees. In other werds, 1L is nacesassry
to conslder and cvalve guldslines fop Lske-evers by all bidders
Srvespactive of vhather they are N.R.1. ar cesldant Indiens, vith
special stiention on the protection of smsll sharsholders,

As regards the N R.1. the incentivss in psepoct of tanstion,
irrospoctive of sources of income oto. as declarsd in Lhe yesr
1382 has bean furthar lliberaliswd in 1983, considering the fect
that the Govemnment of Indis would be benafitled bypouring fareign
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sxchangs aonay An the rsssrves when India is suffering from ppo-
carlousn forodgn anchangs ceimess Tho lncentives provide thet

thesy con purchase sharss of compeny queltsd on stock sachange
subject to apssified lieit of 1 Jaskh wosth of shares at their

face valus or 1% of the peid up Equity Cepital of Lhe compeny
vhichaver La lover vilh repotriastion ecights. WAthout reepsteiation
rights, the purchase of shores in the sxisting coapeny is unlimitsd,
Simdles facilities for Lha investaent in non-pesident (eaternsl
accounts) and in Indisn Componies veprc satended te Forsign
Coapanlies, prrinsgship fiees, trusts, soclotiss and corporsts
bodies ovnec Lo the sxtent of at lesst SOX by nonepasident Indien
arigin,

Recent tuo ceses - one Eacorta/OCM = VE =« LIC & others
rogarding purchass of shspas of Escorts/OCH by Capsro geoup of
conpanies, hzaded by Swarej Paul end snothmp Shaw isllece = VS =
Chhabris regapding purchase of 38,T¢ shoges of Chaw Wellecs by
e Chhabpia havs become ioportant fssues of debals by the peass.
The lster is under subjudico, Gombey High Court swarded judgeamsnt
in the Ist. cese in favour of Mp. HeP, Nends Chalrsen cur Managing
Odlpactor and his groupe Agelnst this judgemsent appesal has heen
aade in the Suprose Couske The flaal wvapdict of the Suprans Court
has buen in fevaur of L.l1.Co & stheps. As poegards Lthe 2nd case,
Chhabrls has basn told by the Coapany Law dourd to prove bonaficdes
in Shas Wallace deal. After hsaring the sgruments of Me. Chhabris,
Shay Wellsce will De alloved to countep Lhem. Aftes thst both the
paptisa vill bs called by Lhe Company Lav Hosrd to declids ths Lusue.
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Compeny Lav 3oerd slso ordaced sn lnvastigetion under section 247
of the Companiss Act Lo debemnine Lhe bonafides of Lhe resl owners
of ths shares. Ths Compeny Lav Oosrd, in Lhe sesntline, issued an
interia ogdep dipocting the selid company Lo allow the satsnsion

of prssant aanageasnt for 8 periad of S years on Lhe ground of
public intarest with lisiisd powsss. Cxisting Indien Menagement
whoss nhwc-hﬂézng is propoptionately smell and vho may not ceps
with Lhe nonwpesident sescuring swbastantisl share holding in Lha
cospaniss have natupsily been frighlemed. .

Consldering ths shove Pact, Lhe Govermmenti hss declded

thatl undep portfolio lnvestoont schese, investment by sxpadsistes
and ovcpssss corpopste bodies ownsd Lo the extont to st least 60%
by such non-pesident, without the pricr peralsaion of Ressrve Senk
of Imﬁm; would be subjsct to overall cellling and 5% of Lhe paid
up cepital on any company snd Lhe SZ of the Lotel Llessus of sach
ssrios of convertable debentursss of the company slrsady issued.
The, then Finange iinister also sssured that finsncisal institution
controlling the substantiel portion of shars capitsl of bilg compe=
niss would suppert Lha existing th having 8 good secard

of sPficiency, "uut those sodificstions of policlies end sssursnces
ore nol withoui ivop~holas which mey be sxploited by thess powerful
and ssbitious advanturists. Furlher while the Finsnce Minister's
dsclscation vould go back on the Gavernsent's esplisr sssursnce

to the non=pasidant invesior, who would now be nsturally shy in
the astisr of further investasnt, It i3 spprehended that » groat
doal of confusion snd the litigation would result perticulesly in
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Lthe sree of cagistration of teansfPar of shares by Lhe compenies
and also for wanl of sny clesr cut pragaatic guldelines for
detopmining the quaentus of natursl investasnt by the non=pesident
in the cess of sny pesticular company. It is undepstood Lhat
the Resarve Sank of Indis has besn antrusted to keep 8 watoh on
the quantua of partfolio invastoent in the c.mpany by Lha non~
resident,">

Je2

An impopient fasture of shares ie Lheir transfepabllity,
and saction 82 ewpovors svery shareholdes Lo tesnsfer his sharss
in ths aanner presoribed by tha Agt end srticles of Lhe company.
he eight of s shareholder to transfer his shapss in & company
"is sbeolute as it is inherent An the ownseship of the shares’
subject only to the provisions of Lhw Act and restriclions, Af
any, lsid down in the Asticies. In the shssnce of restrictions
in the Articles, a shagshelder hos unfelteped right Lo Lrensfar
his shares Lo sny paraon sven Lo a paupse, for Lhe purpase of
avolding lisbility, pravided Lhat Lhe Ltransfar is a0 sdaolule
one and the transfer Ap without retaining any intasrest in Lhe
shars. '

Where 8 company pefusas to reglater o trensfer, mection
111(2) requiras LIt to send a notice of refusal to the tesnsfer-
or and the trensferse within two aonthg fros Lhe dets on which
the insteunsnt of teanafar voe delivaged to Lhe compsny. Any
party disssticfiad with the refusal ssy sppeal to the Centpsl
Govornasnt vithin 2 sonths of resealiving Lhe pefussl notics where

3. Prof. Ghekesborty 3.K.9 Article 'Cen Lhe compeny asnagemsnt
refuse Lransfar of shares undop Lhe Indlen Companies Act,
1956, CIRE NEWE of the Institute of cost snd wvoprks Accountant
of Indim, Junes 1984,
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the company is a public company or ita subsidiaey. The Govepnment
say, after giving opporlunity to Lhe teansfopee, Lranaferer and
the compeny Lo maks Lhale representations, order the company to
registar Lhe tpansfer within 10 days of the osdar, 1f AL is sstlin~
fiad that the prefussl wes not Justifisd. An aggrelivad party say
alsc apply to Lhe courd undar ssetion 155 for rectiflication of
Lhy Reglstsr of unsabers.

Compenles Amsnidesnt 1914 inserted nav soction 108A Lo 10BH
imposing rostrictions on the teansfep or ascquisition of gharas
by groups, Tliros steo,, under the zess menagmmani and meakiag Central
Govapnnent's prlopr approvel an sssenkial condition in cestsin
circusatances. Central Gevernaent can intervene where it is
satisfied that the transfar vould change Lhe composition of the
Sosrd of Ulrsclors in » mannse which would be prejudicial to thn'
interasts of Lhe compmny or Lo Lhe publlc lntarest, wheare shares
propoesd to ba Lrensfercad arc held In o compesny sngaged Ln sny
industey spasified in schodule Xill of Lhe Act (more or lass
covering all the prisrity industriss snusarated in schadule A & B
of ths Industrial folicy Reselution, 1958) the Centsal Governsant
agy sequirs Lhe share or transfer thes Lo s GCavepnesent Copporstion,

The naw soghions 187C and 1870 provids for doela:ttlnn to
be msds to the company by s parson holding or not halding benefi-
clal intarast in any shars end slss indloating sny change Lhaot may
taka-plac-. Centesl Govarnment Ls sapovessd Lo sppolint inapsclors
to invostigate into benaficial ownsrship of shages in cerlsin csses,
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Thaesfore it is cvident Lhal Leonsfer of shape in Lhe
present context takes place vhere replistered sharsholdees trons~
fer by sale or othopwinse his shareas to anothsr person voluntarily,
it csn not have any spplication volunteey or forescll such as
Court Auction assle or sale of fopfelled shares.?

A pharsholdar has an inharent pight Lo Leansfer Wi
shars to anybody, he likss. Ahsplutu resteiction on Lhe pight
of teansfer content in the article shall be ultre=vires. Out
the Soard of Ulreclors may refuss Lo regleter Leansfor of shares
on bonafides snd by prssceibing reassonsble growmd only.

Ususlly the articles of Lhe Lompsny aspover the Olrectors
Lo reject transfear of shares on the follbwing grounds

») whare partly peid-up shares ere to ba tpransferrad to
& parther of a sinor.

b) whoees Lhe trongferese s 8 pereon of unsosid sind.

e) Whaps the cell Ls unpaid against ths shares to be
transfercad,

d) wWhepre the coapany has 8 lien on the sharss indsbied Lo it.

e) Whers Lths stated considesration s lesa Lhen roal considere~

tion. The Dirsctor may insist on proper stemp duty on
the sarkst velus of Lthe shapes,

f) wWhere the insteusent of Leanpfer contont soae appsrent
defacis e.g., not signed or stespad praparly.

4. Unitly Cos Pyt. Lide~ vs = Funds Diamond Sugep klle,
1920 Company Lav Jowpnal 184, P-108,
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_ The mensgesant of tha coapsny cen not rofuse transfer
of shares effectad by 8 Courl=tele inspite of pover glvon to
Lthen by Articlep.

S0 long as the Dirsctors sct wilhin the scope of Lhe
Articies, their decision con nat be chellenged ancept on the
ground of bed Paith. wWheps it is proved that Lhey have net
axerciand tha power of refussl in good faith for benafit of Lhe
company, the court ssy eet aside that decision of Lhe Dissators
and the order of Lhe reglstrstion of teonsferss’s neme as 8
asatos of the ﬁmrus

The Lranaferes will slss ho entitled to damsges vhich
would be aequal to the full valus in Lhe msrkst price of shares
betwesn the dete of refusal and Lthe dets of court's decision,
tpecial eights of appesl to the Centpsl Goveprnuont under ssction
117 of Lthe Companies Agt, 1858, aust be lodged within 2 aonihs
of althsr of notlice of refussl op of Lthe failure Lo raglster Lhe
teensfer vithin Lhe specified period of 2 aonths as Lhe case say
be tagethar vith a fee as presceibed by the Govepnsent not sxosade
ing Rel80/=, After receiving the pstitien the Cenbral Govemnaent
shall lssue natices to the compeny, teansfaror, trsnsfercs An
oedar Lo pravide Lhes sn opparlunity Lo make Lhsle reprameatation
on the consideration of the vhole cass, LIf Lhe pofusal does not
seen to be justifisd, the Centeal Gevornment will Sssus an order
to the company to registeor Lthe trensfer which nust bo glven effect
within Lon days on peqaipt of the apder and a defsuller L fined
ang pensitics are lsposed both on Lhe company sand the suthore)ssd

My ———

Se deje) Auto Ltds = VE = N.K, Pepodis and otheps (1STY)
Company casss, ‘uproms Court.
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ropresentative of the compeny upts Re.1000/= and with a furlher
fine extonding to Re,i0U/= fop svepydsy duging which default
continued,

The mode snd fars aof Lransgfer Ls provided in section 100
to 110 and 114(3) of the Ast.

Thersfore, it 1s avideni Lhet by virtue on this spocisl
pights of appsal, fros transferability of sharas of public
companies is simost sesured by the Companios Act.

in cese his appesl folls by the action of Lhe Compsny Loy
Joapd (Centesl Govepnsmanbl) in order Lo enforce his cights relating
to the sharas or 1f the Leansfarse so choosss, ho may ssa the
transferor for registration of the considspation under section 65
of Indien Contract Ast. where transfsr of sheres is refused the
transferor continusd to be the lagal owner thepsof so for as Ltha
compeny la concernad, The remedy of aggeioved parson s not
1isited to the spplication, has also the gemedy to flls s suit
for nﬂiﬂulng his nsas, Ths pessdy undes sestion 119 iz an
asdditionsl, spsady logal remedy. The object of providing en
early and qulck ronady is Lo readuce Lhe possibliiiily of any apgbi~
teary action on the peet of Lhe Dircotors. CSsctlion 1Yt does not
provide for » sscond appeal, wWhape Lhe sppeal is ageinst refussl
by Lhe compeny to teranafepr or trenpaission, the Centrel Governmsnt
may sequire the cospany to discloss the ressons for sueh refusel
and LAf the compeny fails Lo do sa, the Centgal Governmont asy
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presuss Lhat Af such disclosugc was meds, AL would heve gone
ageinst the company., The pouss sxerciped by the Central Govegrn~
nent under this sastion baing Judiclel, any finding of the fast
will not be powopenad Ly Lhe Supsens Caurt-a

/

The Suprese Courl hes lasld down the fallowing perincliples
vith pefepence to exsrcice Lhe power of psfuesl 1

1) Discrelion doos nol asen & bare affirastion or negation
of propasal. Discpstion laglies just snd proper conslders~
tion of Lhe proposel in focts and cipcunstances of the
cam. in Lhe exapcies of that disceretlon, the Dlrectocs
will aol for Lha pepasnant lntepsst of Lhe énnpdhy angd
for the genopal intepest of the sharsholdors since tha
Oleactors are in a jJudicleey aualtian.bath tavagds
compeny snd taowspds cvery shars=holdors.

13) The Court vill sssuse that the Oireciors ected rsasonsbly
snd bunafidely snd thome vho sllegad to the contrasy would
prove and catablilish Lhes sems by svidence, Jhare Lhe
directors glve respons, the court would consider whether
thay wors legitinstes snd vhethse the diseclors progeeded
in the sight oe wrong principle.

131) where the Dlresctors have uncontrollsd snd sbsoluts dlscre-
tion Ain ragard Lo declaping pagistration of Lrensfer of
sheres, the coust will consldae 1f Lhe reswnons ape

Se Amslgemsted Llectricity Lide = VS « Sopabjes Shathine,

“Tambay High Court, 1233,
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legitinsta, and L¥ the Directors have ssted on veong
peinciple on op for corrupt motiva, If the court found
that ths Olrectors gave resssons which vere legitinete,
ths caourt vould nob overprule the declsion asgely on Lhe
ground that the court vould nol have cose to Lhe seas

conclusion,

The discrastion of ths Oipectors is to be testsd as to
the opinlon of fale ond senaible men in the interest of
the coapany,.

In the sbssnca of evidences on circumstances to the
contrary, the power will be prasumed Lo have been

axcarecisad peavorlyo?

Under the peasant Conpsniss Agl, there is no pover of the

existing manggenent Lo registor the shores sold Lheough Lhe
Etock Lxchange and pusghase by sny body, Indlan or non-pesident

indian arigin ar theough his agent,

As pegards purchase of shares by sn Indlen or his agent

the came is cloar, ﬂut as regards Lthe non-gasident Indian opeigin

the

1.

tollowing things are lapartant Lo be conslcered ¢

The Govepnnant of Indis invited non-reaidents Lo come
forward Lo pupchape sharee of Indlisn Coampanlias within s
1iadtation of the celling of 5% of the psid-wp capitsl of
any compeny ang 5% of Lhe tolal lsmie of each saries of
convertable dobentures of the Company alrsady ilssuad,

Te

Chaglas Fort Insuprange Lid: = VE = Aangnde 1963 AIR-940,
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- The Govesnasnt sssurad that tha financial institution,
contpalling a substential pertion of shapc caplitsl of the
blg companizs, vould support sxisting msnagcoent heving
s quﬁd paport of efficisncy. i‘orecver, Lhes Govegnaent is
aopowstod Lo direat not Lo give sffecht Lo s Lransfor Af
Govapnment considess Lhet due to soma Lransfep, a change
in the contpalilng natupe in the compeny is likely to
taks place snd such chenga will be prejudicial te the
‘existing intapast of the company or public,

a) no mush Leansfor vould be registaped by Lhe Company,

b) sven if such transfer has siresdy besn dons, the
teengferoe will not be slloved Lo sasrciss sny vollng
right snd the status of Lhe coapany to bs sainlsinad,

Un Mey 18, 18835, the Lokssbhs passed the sepupities con-
teacte (Regulatlon) Amendwent 3111 1985, which sseks to enasure
‘unrestricted Lersnsfersbility'and 'fres seskotebdlity’ of sscusi~
tlas of Fublic Lisiled Coapanies., The Siil seshks to incorporate
a8 nev provision of Sogbien 22A In the Act far Lhe purposs.

Ab propent, sections 82 and 111 of Lhe Companios Ast, 1988,
paralt board of directors of compeniss Lo asums powess under Lhe
articlas of association Lo refuss ragistestiion of Lransfer of
securities withaut assigning sny receons Though thars Ais &
provision for sppcsl ageinst such s refusel to Lhe Compeny iLaw

Ve
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Soerd, it pleces an undue busrden on 8 sgorieved parson who often
happene to be a seell investop, The present position is not
conduciva ta tho frea mapketsbility of listed escurliles and
healthy growth of capitel assket. Lnpestricled Lronefepabllity
As particularly nascsssary for sscurltles of public liaited coo~
panies which spe listed on Lhe stock sxchanges.

According Lo nev Amsndeent, subjeet to the provisions
(of Ssetion 22(L)) af the Securitice (Regulstion) Amsndesnt Act,
19685, sscurities of cospenias ghall ba frealy tronsfessble,

Sastion 22(3) states notwithstanding snything contained
in its articles or in section 82 or section 111 of the Coepenies
Act 1356, but subjest to the other provisions of this seglion,

8 coapany msy csfuse to pegister Lhe Lpansfer of any of its
sscurtias in the nase of Lhe trensferee on snyont or zors of the
folloving grounds snd on no other ground, nsasly i1~

A) That the instrusent of Leansfopr s not proper or hes not
boen duly steaped and exocuted or thst the certificete
ralating Lo secupity has nol bsen delivessd Lo the company
ap thal any other pegquirsmaent undue Lhe law relsting to
sogiebeation of such Leansfer hes not been conplled with

B) That the tesnsfer of Lhe security is in contraevention of
any law)

c) That the transfer of sescurity is likely Lo result in such
change in Ltha composition of Lhe based of directors as
vould be prejudicial Lo ths intspesis of Lhe coapsny er
the public)
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0) Thet the transfer of sscurity is prohibited by any order
or of any court, tribunal or othes suthorily under sny
lav for Liw time being in foreo.

In cass s cospsny vishes to rafﬁac tronsfer of sscuritlies
on Lthe ground that any pesquirsasnt undesr lev has nol been complied
with, Lt has to notify the Leansferor end the trensfarss of the
ssas within tws months froo the lodgesent of Lhs instrusent of
Lemnsfep. In other casas, the company wili have Lo sake a pefep~
snce to ths Company Lsv lomrd Bnd scl sccordingly to the digections
of the board.

The bill simo confers povers on the Company Law Jospd Lo
treal ssch ap rofepronce as appesl under section 111 of Lhe
Companies Aet, 1958, According to the provisions of Lhe bill,
the loapany Law dosrd 1s required to glve notice Lo Lhe Company,
the Lronsfaror and the transferec of securlities for 2 heaping
and to issue directions alloving op not alloving the rafusal to
the registeation af teansfer.

Jnes the Company Law Soaprd comes Lo the conclusion that
the transfer should be put through, Lhe compeny aust give sffact
to the dirachtion vithin 10 days of Lthe recalpl of the ordee. If
it comes Lo the conclusion Lthet the tronsfep nsed nol bo raglistepsd
the company must infora the tpansferor and tpaneferes sz such
within 10 days.

I1f there is any defaull in complying with the provislons
af thlis szetion, the company and svepy offlesy would be punisheble
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with fins vhich may axtend to R8,5000/« sngd Af ony statsuent le
meade when making the roferencs which Ls incogeect, the pesson
asking the stateaent A= lisble to punisiment vhich may saxlend
to 3 ysars impeisonaent end also to fine, This last pensnily
vould premyesbly apply not only to offigar of the compeny but
also the transferer end transfares.

Sut 1% 15 evident from Lhe fock thet far Fros achieving
its objactive, the smanduent will create probloms for both the
coapany asnd the sharsholders. The Law Cospd s not equiped to
adjudicate on all the matters Lhat will be peforped to AL, With
avery goad intention, it would nolt be able to do 80 due to in=
adogquacy of staff. Though it 1» expectad Lo sasa Lhe Lransfer~
abilidty of shapes, yot Lo some suthorities, Lhes securitles
contpacts (Ragulation) sasndment Act, 1985 will be reasdy worse
than disesse,

3.3 §ffact go _moll invesiars *

Aftep Lhe Antpoduction of Scotion 208(1A) of thas Cuwlin
Aok, 195G, sasteicting Lthe cuprency and valldity of tha blenk
Lransfer fosm, innumorsble problses have cropped up An the stoek
axchangs operations, Out~dated Leanslfer forms heve besen the
nightesre of share bprokers snd Lhe scourge of investeps. This
rastriction on the currency of the Lronafor fore vas intonded
to 1imdt Lhe opspstions of shapp opesstors end shrevd speculstors,
to provent bonasml trsnsactiens snd conceslsent of speoulstive
profits on Lhe stock enchengs, In other words, the sesteiction
vas intended to lisit the apspations of big investors snd
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apaculators, but ths sffect has boen just the opposits. Contraey
to expescistions, thia saction has done mere hapn than good Lo

Lha stock sxohangs operstions, putting the saall lnvestoss in
grest dAfficulily. According to one aptimnte shores vorth mors
than Rs.30 crorss sre locked up or throvn cut of cleculatlion on
accaunt of outdated trenafsp froms and whal is mors, 503 of these
sharss belong Lo small investors, who almost lost their csplital.

3.4  How to molve

As & rumodial seasure Lo solve the problea of trsnsfer of
shape and its poglstration Mp. Culs Somalah, Secrstary, Union
‘Anistey of Lav and Justice end Company affalrs, on Jeotober 2u,
1334, Calcuttes, suygested that povers to intepvens in Lhs catise
of refussl to ragistar bLronsfer of shorss should be vested in &
single suthocity.

Refarring to proseant provisicns enshling High Coust and
the Company Lew Jnard Lo intarvens In sultseblo casas, M. Sonelsh
painted out Lthatl Lhere vas nlsc 8 cerlaln smocunt of owveplapping
betweun the provisionas of ssction 155 and 111, desling psspec~
tively with oawers of the court snd Lhe bospd. He therefore,
suggested that the prowieions of the Lwo sections bs combinad
into 2 single section. Iin order to protsct investors’ intepests,
he falt, certain provislons of the Compeniss Act giving arbiteary
povaps of caﬁpanr'a bosrd of directors to refuss poglistration of
shages Leansfeprred should be smended. Aftarall, fres sarkstability
of shares and debentures 1s the sost laportent factor which
encouragas public to lnvest in nev Llasues.” He obssrwed, that
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any pasteiction an Leansfor An lote of loss than the stipulated
ajinimum op, An certsin coses, resteiction on the tesnsfer of @
single shage asight sct harghly on shareholdess. Ha also stresesed
the nmed for protecting intopests of smsll unorganised sharsholdeps

af taken ovep cnnpnuzuu.a

Mpe MeSe Patuspdhan in his apticles "Uwnasship & Manageasnt

8

- omimation of Company dissclors®  suggested the following mes~

sures as solution Lo the prables.

The voluntapy Lske=gvar cocde which provalls in London
pgrovides an 1llustpstive modals Por us Lo conslder, but At wiil
nzad aodificatlion to suibt Indisn realillies. IL is suggosted Lhal
the following propositions in broad cutline might meat Lhe caae.
Thers should be a thrashold for shapsholding in pepcentage Lepas
shepre the uLldder should be reguired to aoke 2 hreosd based offap
to the totality of sharsholders. This viil snsupe falrness in
perticuler, in small shapecholders, For NR1 investars, he suggosted
thaet this limit should be placed at sey, 5 per cent of the voking
stock, 8 llait presntiy sol by Governmaont. As far an Indien
bidders ares concarnad (whethsr Andividusl or corporate entities),
a threshold of 103 is proposed Dy him, wWhere an NRI op ladien
hidder wishes Lo agquire moprs than the thrashald peurcentage of
sharee in sny company (5 snd 10 pep cent respostivaly), he should
ba requirad Lo meke s public offer in & stondapdised feps to sl
sharcholdeps. It uould not be perssticsble Lo say that he nust
accept all the shares thet may be offerzd, since in theory this

- um i iyl

Be The Lconomic Times, Calcutta, Octobep 21, 1984,

Be Cwnaeship and Management = noalnation of coapany directops
?w‘ MeSe Patvardhen, The tgo~Tines, Cslcutte, Jenuary 6,
[ ]
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would amount to 90-35 par cent of the sharsholding, if Lhe tapsy
affaped ors stipactive, this wouls viptually rule aul sll take~
over stteapts for large compuniss,

Thass princlples will prpecluyde private deals botvesn
holders of phares, vhathsr institutional, snd poteontisl buyses
of lois exgesding 1U per cent of Lhs totsl shassholding of o
company, assuming that the huyesr had no halding to stand wilh
{principles ralating Lo intepconnections batwaen different shapo~-
haldars and their relevence to the Lake=ovar gusstion vill need
to be dafinad),

Lven withlhhe aroportion set ocul hare, Lt Le concelvable
that a bidder can acqulre s shareholding graster than thet of the
promotar vho happene Lo bo pesponsible for the asnagssent of tLhe
conpany, since shaesholding undar the lattors conteol aay be less
than 1J per cent in soms large compsnics. Under thaee clpcune~
tences the role of the lastitutlons can often be decislvs where
Lthelp shapsholding ie iloege, sven Af not » contpolling ons,

Thare can, of ogurss, bs ss:ursnce in psrpetully Lhat the axisting
manageasnt vith 8 good Lpagck gegord aust be left ia cossnd with
Anstitutional support, particulerly vhapre Lhe heles of Lhe promotsy
have to prove Lhelpr sbility snd expsrience., Neverthaless, the
concept 6! good management should not be asbiteasily disturbed

by tha intepvention of the institulbicns in & good one.

Suggestion made by Mp. MeSe Patvardhan scems Lo be iappec~
tical bacasusz it will b2 difficult to translats Lhe schess into

nat

practice. Un the contpaey, he does/give sny practicsl suggestions
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for nblvtng tha problems eriss for refusal by Lhe exisling aanasge~
ment to reglstar Leonsfer. In Lhis respect ve think that the
miggestion given by Mp, C.Ge Somalsh, Searstary, tnlon Minlstey

of Lew and Justice and company affairs to cosbine Lhe povers given
under ssction 155 to Lthe court end undep nnctxan’lit to the company
law bosrd, Iln opdep Lo make single final suthogily to decide the
probles of rafusal to registes transfar of share by honost bldders
vhether private or corporate body, Is more peacticsl st lesst
ragerding registralion of shases, In the light of this incrossing
vgluna of Lakeegyer blds, it 18 necessagy ta exanins ths soclo-
sconomic significance of Lhis tyoe of opersstion end Lhe econoale
background th-t glves pise Lo it. Sometisss Lhe Lekswover bids
are made through the directors of Lhe coxpeny while An other casss
the directoes are by~passed and @ siruggie ensures batween the
Joapd and the biddep., GCoaatime At )s made Lheough pesceful nego-
tiations uith the spprovol of sll those LAumediatcly concarnad es
well as of public opinion, It ia Lhe nore spectaculap Lyps of
bid made direct to shorsholdaps snd carried thpough in spite of
violent opposition vhich is controversial, when Lhe take=over
bid 1e made without the approval of the directors, the bidder

may purchase Lhe shapes Lhrough Lhe stochk eachengs, oblalning
sufficlent nuaber of shopas to constltuts legal conteol w0 88 to
be in 8 position to pomove Lhe existing dicectors and replese Lhea
vith the nominoes of the bldder. Evan vhere tha bldder dons not
succoad in gatzlng a sufficient uejnrltf of the shagoes the exist~
ing toard could bs unszatad by pessing en ogrdinery resclution
particulacly vhege Lhe other sharsholdeps are widely dispapsad,

In such & cases At wsy bes possible for the Hosed to posist ils
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displacenent and tLhe existing managessnt Lo parpetuate itpelf
as it wvould have contpol over Lhe mschinapy for colle=cting proxies
which i aay succeed in doing froe Lhe shapeholdings not taken
over by the btddueo'o
Ths take=-over biddes today comes on ths scons becsuse he
vishes Lo pul the assets of the business, hs venis stquirs to
better use, If succassful, his operstions may contpibuta Lowards
greater officlency af sanasgsaent, not jJust internal msnagesent bul
the smploymsnt of all the factors of production, including manage-

mant in thal pasticular Lndu:try.“

Howavepr in Indla, the Repoct af the Vivian Jose Coanmission
12

of lnquiry Alnto the adainistpation of the Uolsiss Jain Coapenlies
" had recosmended ths nosd for checking mslpeactices in reletion to
taka-gver offecs and acquizition of shares of dissenting share~
holdzps undsp the scheae or contrsctl spproved by ths sajority.

in order Lo prevent such malppsaticos it was nscessacy to Lake
affoctive measures, on ths line syggostcd in the mid peport, Lo
snsure thal adeguate infopmation is peguired to be disclosed in

a8 Lake~cvap offer Lo Lhe shareholders so Lhat they could judge
for theaselves vhether or not to sccept the offer. The Compsnies

{ Amenduent) Aot 1955’3 hes accordingly basn sasnded,

timilar sug estions have alsc besen made by Sachoe Conaittee
(1918)-“

10, Gowep L.Code Medepn Cospeny Lavw 2nd edn, Sleven & Sons Lid.
London 1363, P-438,

11, Madon, DeFPe Khopshad = ilsnageaent of Copgorations ssive
CorpoBtion Pybe Lige, Bosbay 1, 1ot published 1971 FetTs.
124 Vide report of the vVivien Soss Commigsion of Ingulrey,

Paras 37 to 43.

13. Agt No,3V of 1968, _
14, Repopet of the ngh-ﬂuuered txpset Committase on Companles end
HRTF Agts, August. 1578 Papa 7.2 P81,
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We slso Lhink the stock sxchange should taks vitsl pole
in solving the issue under considesstion.

A company should nat.exarclal discretionsry power on Lhe
rogistration Lpsus if the document im in order. The comsitise
headad by Mpe Gete Patel statod thol s company con not rofuss
raglstretion of shares withoul sssigning uﬁy roasons unliaa it
has cbhtesined clsarence from the Comapasny Law Goaprde For this
purpose, the Compsny lLaw Sospd ehwould lay down clear guidslines
stating the circumstences in which s company may exepcise such
eight under the Apticics of Association. 1t i3 also suggested
that if Lhe Company Law Soasd allows any sajection, the company
should intimete the ground to the concarnad stock exchangs, The
Calcutta Zlock Lxchanys slso suggestsd the abolitlon of fection
108 of thes Companies /gl relating to Leansfep uf doeds of facllle

tate delivepy and sellleaent of tranaactlana.‘s

Que_receanandations ¢

Simplificstion of the procedures of transferedbility should
be vorkad ocul. o shauld romcaobor thet so long there s scope
to fulfil the psreonal gain by capturing Lhe assnageeial povar,
the problen of teks=over bids could nat be salved pepmanently.
Uncerteinty of Lhe small lnvestors for nonwregistration of thsie
shares could not be selvede. The probloms are of two sided as by
Amposing conteol over unfaly bids of Loke=over Lhs smsll investors
aro harassed. Un Lhe contrary, 1f there is no pestricbtion of
tranafershility of sherae, Lhe meell investors are saved but
unfalr take-ovar bids are encoursged. Thess gan be solved by

L i e

18, The £conomic Times, c.lﬁil‘nh. Oatober 3‘. 1964,
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ratpucturing Lthe top amagement of the coupeany. In our new

format of compeny managesent A.e, Multiple Two~Tier Soard

(Chapter V1) the boasd meabars see axpsctad nol to sesk psrsonal
benzfit. They are expectad to do banefit for Lhe soclely at

large and upheld the ideas of Lrustoeship as snunclisied by Mahatas
Gandhie. The nay structure of aanagement will sct as s balancing
force for fulfllling public interest andg thus the problen of
transferability and registestion of shares will be solved

pormanently.

Ag rsyaprds nonepesldent Indlang, it te to be raemembaged
that Ingia e in urgent nzed of foreign aachangs and NRls see to
be encouraced vho have funds to the oprder of aboul Rs.20,000 crores
a good part of vhich can be » profitable investoent in Indis's
dav:lopmont, Avallable gtatiatica covsal Lthat the average aonthly
reajttlances Junged from Ss.d7 croerss in 1974 Lo As.231 ceores
in 1975 and Rs,3T0 crores An 1580-81, Thuz the annual figuprs in
1330-81 vorked aout of Rs8,4500 crores which constitutas sbhoul hslf
of the country's annual exporbl sagnings., The fiow of investment
(monthly) undae this scurce touchad 8.850 crorss in 1384-85,'S

NRIa have 3 genulne lntgpsst in the growth of Lhe indien
econony. In opdep to exploll the full potential of inviting
NRls eapital into Indle Lthe follbving recoamandation could be

sade 1~

1" NRIs are Lo bas olloved such postlon of shares in the
capitel by which Lthay can nol dethpons the salsting

¥8¢  Up.cit, Calcutts, June 18, 1384,
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sanagenent, A dofinite long ters policy is to be aade
rogapding NRls investasnt.

A businsss like Leskeferce ie Lo be appointed comprising
of Rls end professional buremucrats Lo lndentify the real
potentiasl of NRI invesieent in Lhe coumipy.

An sffactive aonitoring system Lig Lo be develapsd to
snsure thal the nssde of NR1 sps mot mnd probless In the
vay of inveatment oy then ape sclved,

Felss proalsss sre not he aags by Governaant sulhopitioes
as It can have » cheiln pesclion an Lha noted afforts,
Onl‘y the truth A2 Lo be communicated Lo the NRis through

praper ssdis,

NRles ars Lo Da Lraatsd as papbnags By tha Indian business
nagnels in Lhe progress and growth of the countey. An
on=going penel of sdvimsrs/consultants is to maintained
and Lthey are Lo be pald by intepnstionsl stenderda.

Nitls have vast rescurces that ere avallable Lo indis both
Ain Lapma of Lechnical and financisl asssistsnce. They ean
reolly help in the soclo=economio development of Indis.
They knov thelr counbpy of origin ng have the capabllity
of adjusting to the Indian snvironment, Hovever, the
infrastructure of business is Lo be eatablished by the
Gavernasnt, fevourable to invastasnt, They srs Lo be
slloved favourebla conditions of pstuen on inveslsent in
comparinion vilh other countriss and rellisf in Lanstien
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bepriers and procedursl complanities. Indlisn business
magnets should not be feightensd for no reason, on Lhs
conteagy, thay should ceestes s friendly selation vith
non~gasidont indiens in orces Lo shers thelp responsibli~
1ities of notion bullding with financiel snd Lschnoleglcsi
sssistancs fros Nitlg.

As finsncisl institutions hold substantisl nusber of sharss
in aost of the biq companies, they can play an isportant pole in
supsorting or by disceursging the take=over bids both by pesident
and non-pesidont indians as well as for tesnsferability of shares
fron the tpsnafapar Lo Lhe transfarce coneslidering the Llsmue Crom
the point of view of national intersst. The Governament mey sake
ordar to the effact thet

a) no such teansfer vauld be prolstered iy the conpany;

- b) aven if such Lransfsy has alrosdy bean done Lhe tronsferes
' wvill not be sllowved Lo axecelss any vuting cight snd the
sbatus of the company maintalnead, Lalgly

o) Repapvs 3ank of lndio has Lo be entrusted with to kasp
wateh on tha quentum of portfolio investmant in the cin.any
by the non~pesident indisns.
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In this pert ve have discusesd Lhe utllity of the vorkeps'
particigation in sansgesent which is not only nesded fer salntain-
ing industeinl pesce, bul slso sunist for bdotlisr ssnagesent of the
company, Though vorksrs’ participstion in ssnagosant has siready
basn adopled in diffsrent industelsl developed counipies with
succsasful rosulls, this asthad hes not yasb heon sxpepisentsd An
peivate poctor of Indim. Aftar Andependence, Lhe nsed for vorkers'
participation in asnagemant was feltl by the businessssen, politie
clans and trade unlon organipations, As & prosull, Lhe constitution
of Indis An Als diccclive arinciples on State Folloy has dirscted
in Article 43A thet "The Shato shall Lake steps, by sultable lagie~
istion or in any othep vay, Lo secure Lhs pacticl:otlizsn of wurkses
in tha hmagammt. of undeptakings, establishment or othep organi~
satlions ehgaged in any industey.’ Carller Lhe second five yeasr
plan document has also lald down, "s socislist socisty is bullt ¥
not solely on monstery incentives but on iAdeas of seevice Lo secliety
ond willingness on Lthe part of the iatter Lo recognise such sepvices.”
Sut At is difficult Lo undarsiand why thare Ls no provision in
Companies Ast, 135 and sevsrsl amendusnis thersafter, sbout the
vorkars' perticipstion in monsgeswnt. |

Oiscusuions have boen sade in this chapter, the co-opdinstilion
undeptaken in differont countriss, the pros end cons of the prinoiple
of co-ordinstion, Lhe justifisble rscommcndations of Lhe High Poweped
Expert Commitiee on Coapenias end HRTP Ast, undes the chalpsenship



of Justics Asjindar Sachep, Augst, 1878, e are of Lhe opinion
thet sll Lhe obstacles i the vey of its Amplementation could be
ovaggone by aincses effarte by the Govepnasnt, Coapenier and
union arganisstion,

#89 have given greater stress in this astier becauss we
belisva thot in the ney structure of company aonageaent, Lhe
represontatives of the vorking force shell tokes s vitsl role to
play for the proper asnagement of tha coapeny. The pecognitlon
that tLhe workars, should be assoclietad in a aseningful way in the
runiting of the institutlons in vhich Lhsy ape working is not only
in congononce with the codern SLhought throughout ths vorld but
also uegently nsadad Lo shapes Lhe constitullionsl principle in
practics through the statute., It is slsc necessary froe Lhe
point of view of hueanitarisn aspost, Ths labous force sttached
to sn onterpprise is invasting the veluable labour far Lhe benefit
af the organisation wvhich 1s not st all less isportant Lthen Lhe
cepital 1n§out-ont. if they sro made responslible fop Lhe asnage~
ment, by theip perticipstion in declision asking as wall as in
shara cojiltel, then only they «ill fesl the organication An vhich
they are vorking as their own and sxert thelr full enepgy, affi-
ciency, daxtoprity and faculty for the orgenisstion, It will not
only bring industeisl pesce but sleso epender insancs help for
incrossing the ppodustion snd produstivity. Thus, Lhe compeny
vaould be honefited directly end vhole cconomy of Lhe nation would
be Endirectly sapch tovards prospepity sand devslopment,
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3.8

A grest deal of atitsntion has besn deawn In pocent years
by skl sections of the public to the gquastion of workere® parti~
cipation iln the mesnagaasnt An vhich thoy work. Soms asttlitudes
to pepticipation aro sdsipubly sunsaprissd by Mg Gregor, vho observes
“papticipation is ons of the aost sisunderstood idess thet have
snsrged fros the fleld of human raletions, it ls pralsed by sons,
condeanczd by obhers, The diffopances in point of view betwosn itp
proponents and Abe critics sre sboul am grest as thoses belveen
the laaders of iron curtein countriss snd those of the Frse Jorld
vhen they uss Lhe tegs 'desocoracy’ M

Somn proponents thlnk Lt will slisinate lodustelial unpast
and solve asnagament problems,; soms Lhink AL as sanagerisl sbdice~
tion, soms conglder il as useful Atem in the bag of managerial
teicks and lastly some Lthink Lhat msnager say apke successful uss
of it.

Me eegor procecds b8 point aut that sll these spprosches
ss ~ Incorgectly in his viev are congcerned with paeticipetion of
group snd not of individusia, also, thay do nob segard perticipe~
tion as having any palationship Lo delegstion, vhereas hs contends
that "the effective use of participstion is s consaquence of msna~
gredel palnt of view vhich includes confidence in the potentlislie
tiss of subordinstes =~ and s desire to avold soms of the negelive
conssguenees of oaphasis on parsonal -utmuy-““

17, shds of Entesppise,

Mg Gm 1119 Humen
Mg » Grow HiRl (1960) P f24«125.
18, lbid Me Gragoe PP 126+427T,



In pocant yeurs anobhar point has geined Lmpostoncs, It
is the feasiblliity of vorkes dirsctor, This Lldoa has been pro~
nounced besause of the Garman experience with the iwa~tlise boasd
systaa, in which thers nre worksrs' ropropentatives on Lhs super~
visory bosede The 'fifth dicoctoe' of the comeon sspiket comole
ssion which advocates such a shructuss and epscified that et
least “ons thied of the sembegs of Lths supervisory opgen shell
be sppolntad by the workers or Lhelp representatives or upon
propossl by the vaghere or thelp nmmmun."“_

Likert stetos that "in Lhe process of decisien saking the
spaclrun asy covsr Lhe following 3

no inforaation is given Lo saployses, all Laska ars
highly prescriptive,

limited information & glven Lo explain the background
for highly prosceiptive Losks,

8 felr amount of infoprmstion iz glven, bubl Ltasks reanin
presoeiptive,

information is providod and enpdoysss ses asked to comment
on proposad actlon,

Anfogsation and problens ape defined and employses are
sskad to proposs solutions for sonigement Lo chooss feom
M’

problems ace polved jointly by sansgessnt and sapleyces
vithin constpaints imposed by both sides.

19, Commission of ths Em-mm Conmunjtion 1818) apossl
for a PAFLE dlractor on the slpusture o 28 ahonymes
iu&:lun uz the Zupopsen Committess, Supp mnt. /12
a4 =~ &,
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~ problens sre jointly defined, Lhersby lovolving ssployss
participation in sabting the objuectives of the enksepries
snd questioning sonstraints,

aolutions allov o faly ssapurs of decenlrslised decislons
and local personsliietlc mw'.”

Pagticipetion by Lhe workers An Lhe aanagznenl asy be
considared slong with sapacete diasnaions as stated by Semusl

£llon in hip “Agpects of Managsment” Lhrough the following

dimﬂna‘ FICURE=D

1
{== tarit svapds

MMW- Profx" mxng

I"""" Dunseshlp

o - .

- - o

Papticipation e Ong self

' ¢ Othars

Condition of wvork

““In declislion sbout + Currant “t"‘u"
| ' = Futuse setivitien.

e o]

Jockers' mapticipabtion in monagement

Paeticipstion involves ssterisl bonefits on ons hand and
pover shaping in dagision amsking on the other. doth the paints
are to be pravided in the legisistion for workers' participation
in order ta meke it mesningful both foe workers es well ss
aorgan) sabion, ' |

e

20, Likept Ry New Fstiesms of Monsgemant
MenGraw I?ilil, New York (1961) P-243, '




154

3,7

Wopkegs' cowdetecemination asy bs defined in the faollowing
vords s

"L ssans s right for saployees or thels represantastives,
to shara in the ultisste suthoritly within a fiem, Lhat which
sppolnts and discusscs Lhe firae's chisf sxscutives and calls
thes to asgcount, It furthor Ansludes, Lhe cose vhare eaployeo
repressnistives shore in the firs's ultisste pover stlsast on
squsl footing with thoss whe supply the firm's capital « with or
vithout the further premence of rapresentatives of conmmars end
the public intepest,"®®

A 'director' to be appointed for his inherent quallitiss
of professionsl sbilitlias, oxpsrience and contgibution to the
firne as 8 wholo, and nol Lo peprewmnt spocific sechional interest,
The gquestion whethsr the worker director will look after Lhe
sectional intcrest or Antagest of the firm Ls wry laporiant,
Sverss Thoh apguss strongly ¢ "The saln objection to legel co-
detepmination iz the spelt leoyally that tha reppssentetives of
thes saployess aust bscoss subject to ss sesbers of the bosrd of
directors. They are aleclad ss warkars' repregentatives snd
should snasver to them for theip heshavioup on the bosed. "=

There are aony vho ape of Lhe opinion that Lhe conflict
of intorsst is inevitsble ss shorst tera benefits snd gains to
employses gcan oflen be oblained at Lhe sapenss of bensfits to
other Ainterestsd partics (Lhe customers, the suppliers, the

22, Industrial Educetion and iesserch Faundstion (1970),
ﬂuelnrﬂ:asr;:;n&atzan on Cospany Soapds, dl scuselion

23 Indd, P=15,




shareholders, Lhe environmanlal amenitiss). Gut all Lhess spgu~
sonts sgsinst vorkerpedirsciopr de not prove vitsl ap on Lhe
GCesmen suparience of two=tier Lospd shows thet instsad of diver~
sity At sakes unily smongat diverse intaposts for smooth wopking
of the bospd.

3.8

”‘i'rﬂxrrm.'. T

Basic ides of co~detepmination ie slmast as old as the
workers' oovement slthough At has developed An steges. industrie~
11sation hus completaly transformed Lhe whole sconomic sbrusture.
it has decisivaly sf@ectad socisl snvironment snd indead socliely
Lteslf. in west Germany, the aovemsnt for co~detersination hes
 besn very strong.

{f*r"r'wmr‘r"r*!mwmmmmmM! X
non and Uatet o 81Eh nee o Te

In vYest Gersany the mm-l roprasantation lav of 1954
proudn for representstion An Lhw werk=people in public seevices,
though with qualifications teking due agcount of Lthe faot thet
the suployer in Lhis csse is & body vhose policy is declided by
the elocted reprasentative of the peopla.Z? In the United Ststes,
co~dakeraination is not knoawn as guch. In his femous book *‘The
visible Hand = The Managerial Revslution in Americsn Susinses,
Ppof. Alfped 0, Chendler, Jr. cbserves, "until ths 1830s, these
aiddle sanagors vers n&cly foresd Lo conslder ssriousiy the
deasnds of labour unions Lo ropresent Lhe voskere in asking such

e " e - e

24, Sen 5.,Cs The Moy rmuln af Company Lav s Eastern Ley
House, Caleutle, Ist E¢n, 1971, P-288,.
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decision, Even vith the strong support of Lhe Roosswvelt sdeinie-
teastlon, the Asseicen Fedugation of labour was unable te leave
the chellangs of orgenising Lha asss produstion industeles. Unly
in 1936, sfter the crestion of the cossittes for Industrlsl
apgenisation begen Lo be extensively unienlssd only thwn did

the asnagers of lsrge sntorperlews 3n Lhe sutomabile, sschinery,
slectricel, chesicel, subber, gisss and primsey setals industeiss
bagan to shape their gecisions with papresentatives of Lhelyp
vorking forces. tartley sct of 1947 the rstained contpol over
hiring, & pregogative thet has nover been seplously challenged
since thast time Lhs unlons have made fev deLapained efforts Lo

scquire mare of managessnt prmun.“a

Co~dotapaination An Gpesl igltain, Canidde, Frenecs, Hollend
snd Salglum is in sisllap line of United States., dubl labour
Governaent in Groat Ggltain has bosn teking aore of a soclelistic
posture. Governasnt noaincee in Lhw hoaed of diresclors of companies
is far sore common Lhan Unlted Stules and Lo Lhet exbent thege
1s 8 co~dalerainalion by particlipstion betesen pepressniative of
Lthe sharcholdess and the repressniative of Lhe stotes whish in
teen asens reprosontative of Lhe sesrkers’ slse,

In this respect it is Intoreating Lo mention the position
of Japane In a fine article in Lhe Encyclopesdis teitanics Inc,
Mp. Frank Gibney states "Lhe most conapicuous charascteristic of
Jepanags cepltalise is Ats bellaf that lang tera Anvestsent in
people ~ which Ancludes Lealning Lhew, pertly sducating Vhem,

- p - " -

a5 Chandler Alred O« Jee The vigible Hend = The Menagerisl
* Ravalution in An:uu:n Buningsss The Belknap Png:'af
Harverd Universiily Press, 1517, P83,
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and devaloping them within & coapsny is fully ss isportent es
long tern Anvestoent in plant, They sade Lhe company » villags,
And 80 doing not only have Lhey given the workses s sense of
belongingy they have also given Lhe compeny s constituency that
spsnks up for it; Lbs own wopkses. A verloety of prastices - »
aystea of iife Lise capioysent used by Jepsn'’s major mmuumaozs

qualpauhn of tha masscs, Lhal 18, of the nonesanagerisl
workess, in Lhes adninisteation of industry is u key soviel theo=
retic doctrine. (fass participstion in industey takes four forms.
ne of thesg lo supervision by Lhe warkers An & firs over the
vork of the manogeasnt snd thelr strict eritieiss of sl its
daficiencliss, A sscond e the offaping of suggestions, particulsely
Ltheough saployes confarences, A Lhied is Lhe dicect pseforassnce
of sduinisteztive Lasky Dy wopkoprs,; who do Lhis in addibion Lo
thele regular vork, Lastiy is thn movemsnt upvard of the reni
and fille vorkaps into posts in nonagoment, "ass perticipation i
not on exporisent triad duly in tLises of prosparity but is sost
put Lo use in times of difficulty.’’

"An industriol entesprise In U.L.E4R." i3 sntitled Lo drav
up long Rare end ennusl plens for all sspects of iis aslilvity,
Thaoe plans ars drewn up in scoardancs wilh the canteul figures
and with the wide perticipation of the shafe.?

28, Gibney Frank Actisnle “. 's Econoalc teceet"
Encyclepsadis Sritanica « Chisago, Edn, 1983,

2%, VoVa Gird's Labour probless §n Indlen Industey published
in 1968 s quoted by S.C. mmmmrmhwaw
Cowpany Law = Eastepn Lavw House, Csloubla, Eone 1977, Pe292,

28 Ytﬂ;nt A. Sovist Indusiey Ppogeess Publishers Moscow, 1988,
f.aa 4
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Coedetarainstion in Indis : uptil 1983, co=detesminetion
has not know An India, According io Dr. V.Ve Gied, the asin
causss of tha fallure (various) of asssures in Indis sro that
thers Ls no chanye in the stiliuds of Lha seployses and the
vorksrs. Thay do not belisve thal they have s community of
interost in the industey, which has Lo bs sun not only for the
aytusl bhanefit bul sles for the conmner. Staps sual, therefore

be taksn Lo secure a change in Lhele atuwdeoaa

348

e L

Constitutlon of lndla in Ats Olrective peinciples of Stste
folley in Apticle 43A stetes in favoue of workers' pacticlpstion,

Sut as 8 pule it may be stated that the vorker 1s hardly
racognisad in company law,. The position may appeas to be strange
and lliogical but it is & fact thel orthodox spprosch to conmpany
low ocuffors froc 8 stronge Lllusion, In the matler of s company
only the sharcholders or Lhe ceaditors having 8 finesncisl claie
ars the anly papreons concsernod or interssied and the Court will
nol teke nollice of other persons who do nat came within sny of

thows sbove utagurtu.ﬂ

in this regpoct it msy be mentioned that the opinion of
the judiclary sboul Lhe pight of worksrs of corporsts sotesprise
is nlego changing in this omountey based oan the peinciples of
natural jJustice and caerging social valuas an vos swigent fros
the faacus Supreme Coupt Judgemert in Lhe case of Netiomsl
Textils voarkers' tnion V. Reakelshne Industey Privabe Limited

28 VoVe Gigl, Labour Ppoblews in Indien l”r‘"
’ . . {*nRef‘ hypt C.Sen,The New Frontiers u%%i.&?{?—zgj.

30, m—&tmand Ganopal lnsurance Co. As1.Rs 1965, Calcutta=iS,
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which vas delivered on Degsenber 10, 1882 by 8 fivs judge~bensh.

Justice F,N, Babhwetd seid "it is not only thes shareholders
who have invested capitasl vho sc¢ intsrestsd in the enterprise
whigh Ls belng sun by & company Ly Lhe vorksrs, who supply,
1abour are squslly, Af not sopre intsrasted beceuss whet i pro-
duead by the sntarprise i3 Lhe ropull of lsbour as wull ss capital,
4hile the ownep inveats only & part of his money, the labeur
lnvests Lhelr sveat and Loll and in fact thaie 1ifs Ataelf, He
furthai went an to hold that so Ter Lhe Compsnlias Act does not
provide for potition, Lhalp pight Lo be hasrd in suppost or
composition Lo aﬁch s patition can not ba taken avay,"’

It i»s oqually partinent to nole ths pesarks of Justice
Saharul lsleas end Justiceo Reddy in Lhis caso. Justice Islem =zald,
"Lthe workeps are no longer ciphers, they have Lo be given the
pride of plsce in our cconomlc systea. The warkers' right to
be heapd in B vinoAng up procesdings has to be spall oul feom
the preamble of the Conatitution and Agticles 38 and 43 of Lhe
canstitution and feom the genagsl principles of natural justice,

In our reviee of saventy coapanies we et no streteh of
vorkers' participation stlsest in top sanagesent,

Folloving thz gecond plan docuasent which lald siress on
industelial papticipation, Lhe indien Labour Conferenses of 1957
dosided to push through the concept of Joiat Henageasnt Councila.
Theee vae hovever little enthusisse for the scheaa fros beth
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isbour unions snd sansgenent. The Governaent of Indle in 1975
notified » schems fop workaea' participstion An Indie., The
schamo vss spplicabls Lo manufacturing snd aining units in Lthe
public, private and co-opesstive seglors ss well as Lo indusirles
sun depsrinsntally saploying 500 ap sors workers. In Jenuepry
1977, enother schass was intgoduced to include commerciel end
service orgenisationas in the public sector wvhich had large scale
public desalings. The intention wes Lo pendes better service Lo

customers.

The schess smaounced on 30th Decambep, 1983 will be
applicsble to all public secitor undertakings undes Lhe Centesl
Government axcapt thoss which vill be glven gpegific sxemption
by the minlstry concesned in consultation with the ainlstey of
labour, The schame vlll opspate et the shop lavel and st ths
plant level, Thers s slnc pravision for intpoducing it st the
board level st o later stage. This has besn left to for the
congerand sinistcy to do in conmuilstion with Lha alnlstey of
labour. Undep this mhens, ths peprosenistives of the vorkers
are to be sslected by the arrangenent through consulistion with
the saploysr snd Lhe wvorkers. The ssnagenent vwill consult ths
concernsd Leads union lsaders snd evolve theough consensus the
node of presentation of workera at all leavals of Uw iﬂnn-
Thees L8 equel representation fop workers and sanagesent sb the
shop floor and plont levels, Each side will heve five to Len
nunbeps st sach lavael. The notification says that An persusding
union leadars Lo pesch s coanconmus, Lhe sanagesent ssy point out
that in the absence of such concensus ths scheme vould not be
Tcapsbla of implesentstion,”
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Lapges industrisl public sector units like Cosl Indias,
tAlL snd SHEL aps virtuslly sonopolies and do net have to
conplote for survival. MMost vorkers In the lscge public sacter
industiry do not knav ghet the Pfinal product of thelr mmy
As, It will not meke the vorkers pride in the product and
ensure quelitys. Thare 1s slso Lhe leck of compulsion Lo stay
in the compotitive sarkst, Shop lovel workers in tha stesl
industey do not knov thal thelr industry is asking losses. In
the progent system it is too such Lo expast an ordinary workas
Lo knov why his company Ss sasking lossas. Informstion does not
flov doun ndsqustaly. Uy Lhis schenz, the varkers ars not
given chance dirsctly to teke pael declision msking, sitting st
the top level aonsgsacnt, e ars still Pfar avay from Lhis
position, The scheae daes not include privats ssctor industeles,

The r:coanendetions sngde by the Yachepr Cermitiss regarding
vorkers' participstion in compeny sansgesent spscisily in pelvsie
sagtor is highly coasendable vork. The Committeo seplously
thought vut Lhe msegnitude of Lhis problans and recommsnded Lo
provide for workers' participetion in sn sniepprises seploying
1000 or mars vorkeps, of coupse 1L doas not An any wvay peevent
ths corporste sectopr employers from thamselves agresing to have
a scheme of vorkers' perticipstion in e cospany sven vhen the
amnployses ere less Lhan 1000, This cosmlttes suggasted sultasble
dotalled procedures Lo implement Lha scheme in prectice.
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Aegesrding workers®' pesticipstlon in shage cepital Lhe
Commitiee suggested that in sli future Asmues of m; by
the Compuniss, Lhey should roserve s perllion of nes shares ssy
sbout 10 te 15% sxplusively for the wopkers es workesrs' shers,

On the 3rd Juns 1985 st Calcutts, thes union lsbour
sscretasy, Mee Chatnzgar seid Lhet "The Union Govepnment L9
consldering the intpoduction of legisiation ta meke 1adoue
participstion in sansgoment obligstery for the private m."“

Working forcs now~s~days hss bacoss prominent factor
for any type of husinass ontoppries spegislly compmny. It is
worth mentioning hores the visus of the Lwo nombers of the High
Powersd Expsrt Cosmittse on Companies snd MRTP Acks subeitted
on 29th August, 1978, Shei R.D. Gatieni, Mesber of Fsrilament
(Retired Judge of Rejesthan High Court) and Shei Ko7, Teipathi,
Labour leeder (forssr Minister of Assse) who gave sogsrete notes

on the seld report. Hr. Gatbani in his sopspate peport ssld -
"5t is presumed Liet Lhe espiltel of an industeisiist i Uw
only factor responsible for Lhe grovih of oconomy. Suffisce,
it Lo say thet capital, noweswdays in ihis couniey os well,
has lost its lspartence vhich it hes s few ducades age. Alone
industerislist with any sogunit of capital can do nothing if he
has no co=gperetion of the wvorking clasn., As & sattar of fect,
propar funclioning of a factapy novea~days dupends kesgely

- e o s

31. Inforsation Lo nemamen by the Unian Segretary,
Moo Shatnoger on Lhe 3pd June, 1983 st Calcutts,
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upon ths lsbour force snd the vorking clesss. iorsover vith the
changs of tha valuss of Iife, Lhe soclely will pay more and mors
ragard Lo the cult of body of labour and will detgasct iks etten~

Lion feonm may.u

Mee KoPo Treipathl, while supporting the Sachee Comalttes’s
thought on suggasting vorkees' pesticipation in cospany asnage~
ment states that "the sis of the woskers' participetion As to
saddls them wilh the presponsibility of higher productivity sad
apofit and loss. This pasponaibility will bDe balier discharged
by workers once they sre in the Soapd. So ths representation
should be adequate Lo make thes raspansitie and not sysbolic.

I1f At i symbolic, it will aiss the wrmm.“n

We ape also of the gpinlon thal as in Eyropsan countrlies,
provision should be made so that workers' of a cospany cen slect
ane third of the aseambegs of domrd in which they ape working fpon
' soong Lhemsslves.

We can quots with profit the Lheory of Lthe feamous Lhinkers
in this respect from article by Mex S.t. clarson = the 'Managsment
is the davelopment of the Psopla’ « "The intesust of both soclety
and business vill bast be sepved by deveoling substantially
incressed stiention and efforts Lo the development of hueoen

potential "

324 Gattan) R,0. = sepagats note in Lhe report of Lhe High
Fovegsd Cxpert Comsities on y snd MATFP Acta, under
%GMMN;: af Justice Rajinder Secher, Auguel 29,

i m.

33. Telpethly K P, =~ lbid, Pe297,
M., Goldeben iliwadited s The Asepicen Susiness Carporation

New PFapupsctive on Frofitl and | o0 Hegbet . Mopbon &
Ge Neal Rylend, The M1T Press m Massachnetis and
London, tngland 2nd Peinting, 1972 »
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Mpe Runsis Likesk goss anvard by seying in hias seticle
"the Human Degenisation « 1ts sensgement and value (Mew Yoek,
- 19567) =1y All the octivities of any onterpriss see initlated
snd doterained by the person vho make up that institutions.
Pisnta, offices, computsrs, sutossted agulipment, and all e
thet & aodern fien vsss ape unproductive sacepl for husasn
affort and diraction,">®

Clagkson Max B.0. says thal .. "the sssentisl nsture of
aen ia elthse good or, ol lesst, not bed; snd Lhat asn possenses
a basic, slnost blologienl chapscteristic the need Lo grow,
develop and resch Ats potentisl. TYherefore it is nseded for
developing psopls snd sllowing thea Lo snprass Lhamselves.
~very saployes sust have an aopportunity Lo loasn as auch os he
con sske a mexious contpribulion in his preseni job and aspirce
to highes levsls of eesponsibiiity."

The managsasnl sust now ascept that the workers' pglace
on Lthe boerd of directors snd Lhis lssuwe can no longer be svelded,
The fact is voll ssteblishad all over the wopld that the vorkess'
participstion in asnagesont will result in smookh wopking of
- company and genagete a mors cordisl celation, vorkees' majos
part of the 1ife and welfaro is sssocistsd vith the valfars on
the coapany as they are not likely Lo resert Lo Lirresponsible
bahsviour which aasy demage the company and inevitebly theis own
Antopest and future. "1If the besrd consisting of the shase
holder’s representatives can be expected to ast vith restesint
and not Lo haen the intopast of the company even though the

- A A ——

35. Ope@itey apticla by Likesk "The Human O:mluuan - it's
end valus, Nev Yopk 1967, Pei,
as, ibide, apticle by Clarkson Max .« Menagement is the
development of people, M=248 end P=2439,
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interest of Lhe sharehaldee aay be vary ssall, mo for as Lhe
volfars ia concesned, Lhers As every rsesun to hold snd expect
that the wopker = repressntative whose ssjor pert of 1ifs and
velfsrs is intiastely conserned wilth the dovslepaent and vele
feres of Lhe coapsny will nat sct in any ssnner «umnux to
the interest of the company, 31

For workers' participstion in capitsl ve sen suggest
saployces’ stock ownasship plen (EB0P) ss presgllced in the U.S.A,
Comupaniss, DBssically, an (40P works An this vay, s Corporstion
sasking Lo reles sash, sstabllsiws an smployes Leust, The Lrust
bosrpowe aoney Trom s bank and buys stock in the company, The
company invasts the monsy In the new plant or equipsent or
services snd in Lime, genarstss snough profit Lo pay bosk the
laan, The saplayaosn get Lhe shechk fres vhan Lhey reties and
Lthe company i» silowed Lo doduct both the princlipsl end integost
form Lts texsble incoms. >

The abave systsa can be introducad in India In revised
fron, so Lhat during tenure of saployment vorkers can gat the
benafit of ownarship including eioht of voting es sharsholders.

et

In this respagt 1t As integesiing to note hegs the naws
publishad An The Economic Times, Cslcwbia on the 11¢h July, 1885
which stetos that (on 10th July 1985, Naw Delhi) the Unjon
Govagnaant has declded to make i obligataey for Lhe privels

- - L —— -

3. mm Justice fwm “Acu:l.: Corperate Lavs s Effect
e An Chablered Secrsts
Vel, X1 Jmu-y 1901 P=34, iid

38, Palusack Jehn L. Will the poarporation wirvive? Resl on

iiad inc. A Prantiges ~ Matl Compan
g“:tm. n?rglnla ﬁm 10th E£dn, P=147, ye
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corporate gector to provide for » ainisun of five pap centd
shar:holding in favour of vorkers and staff in Lhe ceme of sil
nev cepital issues, Sealdes LL has declded Lo Antroduca anclhee
speaiel class of sslery ssvings llnked convertlble mmm
issus for the smplayses in Lhe privais gorparsts socleop, vhepe
they wvould hmve the oplion to buy the same st o predetarsined
felr price foreuls of ot B0 per cent of Lhe svarage prevailing
price of Lhe sharss in Lhe stock saphet.

The Govepnment 1s also consldering o nev schems vhersby
the financisl institutlons, vhile off~halding shares in bulk
vould sarmark 3 cortaln papcontoge for off~holding in favour of
vocrkers end staff, The scheme is still Lo be discuesed with Lhe
roapectiva agongios,.

_ Anouncing these decisions hera toeday (Naw Dalhl, July
10, 1985), the finsnce alnlster, Mpa VePa Singh, told the mest~

ing of Lhe parilssentary consultative coamitiee atbteched Lo

those ministery that Lthese schemss would be inteodused shoetly

as part of Lhe Govesnment's comsitasnt Lo eneupe vorksrs' pertde

cipation in asnagesent, The alnistep had lndiceted sone neasupes

Lo this effsct in the budgst speech.

In Liw cams of convertible debontures, thw cenvepsion
will take plece sfter & perlod of Five yossrs snd the locking
period would be Tor anolhap Lhres years, after which only the
vackers veuld bs sbie Lo off=losd the shares An tiw merket 3if
they so u-mc.’s Thass schemes heve baen forsslly sweounced
by the finance ainister 1n Parllement on August lst, 1385,%0

- i ——

ag. The Coonoalc Tises, Calocutts, July 10, 19835,
404 1bid. Calcults, Auguet 1. 1985,
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3.12

i

ALl the schemea 20 ar made by Lhe Covarneent leave no
one in eny doubl about Lthe Govopnment's Lnitistive snd interest
An this satter., Outl that, one As constrainsd Lo sy, has not
helped in making AL such of succase. AL Lhe stats laboup
ainistees’ conferencs in Mey 1385, an ofPlolsl reviey concludes
that the schems haw o far vorked sstisfactoelly in only & fay
undertakinge like Bharst isavy £lectricals Ltd., Cenent Corpope~
tion of India Lid., and the four integrsted stesl plants, speak-
ing of the situstlion in the Natlional Yextile Corparstion which
comes undar Lha chargs of his sinisiey Mp. Chanderesskhesr Singh
mentioned Lhel the schems hes besn pul into effect in 44 of »
total of 125 ailln run by Lhe undestaking. GOy the end of Lhia
yesar 1985 sboul 80 por cent of tha sille spe likely 4g bs
coversd, statistically, this does not reed Loc baed, sithough
Mp. Singh, Unfen Minister of stats for tsatile has notl exprasssd
his dissstisfaction sboul Ats success.

3.13

As Lhe constitution of lndia promiges Lo previde socle~
listic patbagn of mociely end saks Indla & welfape stste, sconomic
development of the countey is upgently nsedsd by sdepling naw
patiagn in ssnegement in aconomic fisld, spssislly in cerporsts
form of organisstion, Public seator in Indla has siready mede
provision for wopkers' perticipstion in thelr menagsment steusturs.
In privets ssgtor entesprises also provision sust be sede in this


ftp://fTP.%5ei

168

rogaeds Ths tschnique of twoetier aysten of board ss practised
in Gegsany should he introduced hers st lesst on axpsrisental
basis. Cconomlc banefit is not sufficient, with it,; belonging~
ness end pover of asnagasent sre sssentlisl to utilise the faculty,
skill and experionce of ths vorkera for producilion purposes.

The workess say be given oppostumity to provide eapital (whieh
hes been snnouncad in Lhe parliseent vepy recently by Lhe flinance
sinister Mp, Siswensth Ppatsp Singh) by puschasing s definits
portion of sharss on priority basls, so that Lhey will bscoms
shareholders and bascause of Lhelr prosisily in the ssss industey
ey slegt digsclors of thelr own choloe.

Aefesence aay be made hore the thoughtful Ansggursl
address given by the then Ppime Minlster Mes. indirs Gandhi
at the conveniion of intapnastional seains: of coordinstion of
Labour Force in stats owned sntespoelsesn, st New Delhl on Apeil 4,
19684, whore she stelod "Covordinelion sesns Lhe satiafied vorkeps,
efficient yislding resuit, Its introduction would lesd Lo pros=
perity in production and eahoncessnt of profil. Cuccsss of
co-ordination is dependent on the fact that the vorking fopce
is reslised their full powss es human baing™*!

whils insugurating the msaiing of the Contpal Goerd of
Workars Edugetion and the All Indie Crgenisstion of Eeployees;
Me. Vooprandrs Putll, sinister for Labeur Union Govesnmenl, on
July 27, 1984 at New Delhl, cslled upon Lhe ssployses to ley
qnaur uu-us on workers mounn oo Lthet Lhey awlid partisipats

ﬂ. W: lnm hy uu then Feime ‘ialster of
m m mtru:u in
of pub le nhmuu bald at Oeind

on Apeil &, 1504,
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in the developmont progress. Wilh growing smphssis on wvophars'
participation in asnsgament, Lhe educstion vould help thes to
participate in the nanagesant procass aﬂ'wuulr-‘z

In the sditorial coluen of Lhe Economic Timems, Calcutta,
18,7,1985 1L had boen stated that 'the comcept of participetive
management, 1ike Lhat other squally bigh=fiying ides of profit-
shaging, ressing alien Lo industelial culturs as AL has ovolved
in Indie and most othes g0 called fres would countries. The
faet 1o thal such e schaas can succesd only vhen s ainisus level
of undepstonding snd sdjustaont elrsady exists between msnugeaent
end Unien, Such understanding has Lo precsds, not follow, the

intraduction of this scheme in rm?mac;]emant1.43

ut 1t gan be safely segued why shauld nol we intpoduse
the system which proved successful 1n ssvagal westesn countriss.
If 1t 1s not ismedistely considersd, then wa shall svold indrecily
thw principle laid down An the chaples of Ulrective Principles t
of State Policy of ocur constitution, Though in the sbove asntioned
editorlal coamenta, it vas statsd that siniaus understanding
betwesn ths workers snd mansgemsenti is progedent (o the intpoduc-
tion of Lhis suhome, there are sany whe mey justify their argu~
mants by ssying that pssticipstion in sanagonent sin bring in
industerisl peees, good ealotion and understanding betvesn Lhe
vorkers snd ssnsgenent. We support the secemsendstions sade by
sschep Comaliton in Lhis respest. Subl our visw is that 1/3 of

42, Spsegh dellveped by Lhe sinisier for labhour Mo, Vespandee
Patil st Lhe mesting of Lie doard of vorkers
Edusation end ALl Indie m of sconsultation,

helg et New Oslhi on July 27, 1984

43, Egitorinl column, Thw zm. Tlnn.. Calcutts,
July 18, 1988,
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the strongth of the bosed should be vorkers' reprasentatives.
For participetion in aspital ve suggest Gevernmeni's propossl
of 5% sharsholding by Lhe wvorksrs.etsc. should be worksd aut
along with £S0P Schame,

However, it cen he sald that in the nev fore of Lop
asnsgenent structurs of blg coapeniss with a viev Lo providing
s bullt~inesechanisx of control over concsntrstion of sconesie
powse and for msking Lha cospanies Lo be sors socislly sccounte
able, worksrs' participetion in sansgsasnt is lnsvitoble. e
firmly balieve thet in fulupe msnagessent stpucture, this scheme
is bound to get momsntum,

Now=s=~days large entarprisss in vhich Lthe sgglomeration
of cspital snd vaorkers hes rosched such 8 high degres Lhat the
anterprine is congldered Lo he nat only as an sconoalde, but
also a soclo-politicsl institutions, One of Lhe laportant
Angradienta of Lthes company, the vasking force, nove-a-days placed
thele argumenie for thele sctive perticipstion in company mensge~
sk,

Like Lhe intersst of capitsl the intepests of the workers
in the enterprise are very such mare vital for the entagprise
hos et one and the sane time two ieportent festures s At is #n
sconoaic unit, in vhich they sapn Lhelir incoms, it 'ls & socisl
unit, in which sach ons, ss an individusl, bul slso as & sswber
of & soclal group, oust apsopt his own individueilty., In conge-
quencts, Lhalir intarsst in the onterprise are many and varisty,
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So far Lhelr sgononiz intsrests are concernad « securily of

employssnt, sacunt of sapnings and just and squitabls detap~
minastions of eapning ars Asportent, Fpos Lhs point view of

functional end contpol struchuse in leprge enterprisss, their
involvesent in ssnagemcnt aprs needed Lo be pagognised.
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3.4  FPrassnb position ¢

Pashnps tiw grestast problen that has bosn faced by Uw
Govesnaent st present 1s the alckness of industries and ulti~
nately csuasing fallures of Compenlies, thpouwing sut buge rusbes
of suploysss out of saployment and total lems of the espits)
saployed thereon,

In 2 T.V. Ltelk Mp, Visheuenasth Pratesp Singh, Union Flnance
Ministbar statad thal in India there wepe 66,000 sick Andustriae,
accopding to the survey of Resopve Hank of Indls, in the list of
aick private sector companies in the yese 1983, According to
thot survey only ten par cent of Lhase can bs revivad. He slse
contended that broadly thare ware two csusas of industrisl slchk~
nass ~ external and lnurﬁal. The extemnal couses alght be due
to cheno of polley of the Goveenmeni or ag they had not been
modarnised and Lthele equipmant became sbpoluts, As o resull,
thels productivily wea out of the line with intagnationsl levsls.
Aggarding to ths survay of Aeserve Benk of Ilndis, 80% of Lha
industeial sicknass was dus Lo intemnal ssuses such as defalge=
tion of money, froud on the part of Lha asnagensnt snd inefficiency
af the asnagesent. Thoss who sre in Lhs sensgesent hold st best
20% of Lhe staske, As a romedial seasures ha suggested thet
those who vere responsible for causing sicinegs An the industey
vould bs blagklisted snd they would not bs considessd in the



futuge for grenting sny assistancs by Govepnment sponsuopsd

finencial institutions.??

if ua look et the history of the industpial revelution
of India, At glvaes Lhe evidence Lthst slithough ths nusber of
Joint=stock sompenios incrsssed stosdily since tha beginning
of the prssent century, bestwesn 1521 and 1835, Lhe psid=up
capitol did not goeglistes such of sn Aacrosse. This was due Lo
the Tact thet during thie period Lhers eccurred & vepy lapge
nuaber of company=fallures, with the peasult thot Lhe Indien
investor, habituslliy shy, begana ashyes siill,s Ouring e
period 194‘8-55. thare wsys 8 nel loes of A8.2.4 crorae of cepitsl
per snnua (Re.9 crores = As.G.8 cropen) °

Oz, Nabagapasl Oas ststed Lthet "To put At bluntly, in
India doperaved business mopalily perheps sccaunt far Lhe largest
nuaber of compeny fallucesn. Ths ald company lav (Agt of 1513)
lefL scvspal loopholss for uncrupulous promotars, and the shepe-
holdogs had no protection sgainst theig sctions unless these
were found to be within Lhe acbit of crisinal dresch of trust,"®

Another causs of lndustelel sicinsas resulting in fallures
of coupanies may be due Lo lisitation of 53 of Lthe application
aonsy o8 alnisus subaceiption with which it was lsposible to
sest the prelisinery oxpenses to start Lhe company, Compenies
Asonding Agt of 1835 inkeroduged s number of sefoguards Lo deal
vith susheoos and Praudulent cospanios. Untlil 1938, spart fron

44, ToVe talk statement (wmpecial prograass on budget, Delhy)
by Me. V,P, Singh, Union Finenss Minister, Merch 23, 1385.

4S8, Oss Or. Nobagopal : Industeisl Entesrprise in India,
Jpient Longaen, Gombey, Calcults, 2nd Edn. 1936, P-137,

48, Upe.tit, - 138,
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the ordinery ressdios svailable under the Indisn Criainsl Lavw,
thers uas reslly no provision fapr the investigation and deles~
tion of feauds prectissd by some of ths cospenics. Under Lhe
Amending Agt, 1935, the Ragistpear of Jolnteitock Companiss hes
been sulhopised to ilnstituts the lnvastigslion of cssss of
fraud and sny officer or dirscior of the compeny convisted as
& guilty could not be pormltted to take pset in the msnsgesent
directly or indirectly for s peplod of five yesrs. Thess safe-
guspds, 8s ve witnesssd had not checkad frsudulent sclivities
of ths msnagssent. Although seveprsl provisions have been sade
under the pressni Coapsnies Act, 1956 specislly faor the protece
Ltion of the pudlic intepsst snd intopest of the shapeholders
the procedurs for launching prosscutions or resorting to other
asffective msthads have been consldersbly sisplified, Lhe slok-
nass Lo compenies still exnistps snd cresaltes enosaocus problses to
the sconomy of Liw country.

3.18

The Industeial rovolution in this country hes beon
incamplete and uneven in distiidution, resuliing in congentpa~
tion of high dagree of sucosas and prospepity In soms sreas snd
sontinusl, sseningly perpetual bsckverdwss in ethers. This
counlyy Ls poor, its finenslial rescurces ars liajited snd mntant
of uneaployaent is & metter of gonceen, The ranks of tw poar
snd jobless ls gotting swollen, Expsnsion of deth industcy and
amploysent is s vital need bul the rsquisites cspitel is lecking,
The provision of saploymsnt por husan boling is now highly capital
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intensive, hut the countey is not in 8 positlion to provide
adequata finsnces for Lhis purpose, ner for giving unsaployment
benefitas. The nusher of jobless parsons specielly educated
unsaploysant hsa hecone s hurning problaa of Loday. Undep
thess circuastances, prablam of sickness in ingdustey hag sdded
snd intensifisd tha dimension of the problea,

in India on intansive study hed bsan asde by Mp. Khad-
valls bessd on nine complex industeisl argenigetions, Mp,
Khendewslls in his snalysis stipibutes ilndusteial slochness of
large coaplex orgenisations to the busesaucratic structugs, lov
aorele, slienation, spsthy, asonfligt,; buck passing, resistencs
to innovstion, lack of collsboration ap sffisciency, poor sdeptes~
tion Lo chenging situstions disonsilivily towspds customers,
ete. Accopding to his, vhile = unaveldable sxternal envigen~
aent asy be 8 preceptotive fsclor for dlsestop, Ats cfhét. amy
be grestly sagnifisd by the probleas csused by o complex sleuc~
Lurs of growth. In Yastsrn Jorld, sicknoss hes aleo bean atipi-
buted to tha lover price lovel, recassion, lsbour sd rew
aatseisl problemg ste. The study conceniratled on large crganise~
tions and epprehonded that the cesuses of sicknoss differsd froe
cauntey Lo countey and feom Jndustey o Andustey. Accopding Lo
this study An India Lhers are aboul 81,000 siok units in the
large, asdiun snd sesllescsle sactoes with a total sulstanding
bank oradit of Re.3,100 crores.

In tho yeap 1885 a sisller study in Lhis satisr hes besn
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orgenised jointly by Mp, K,5. Bhat, R.K. iiiohra and 1,6, Hedge
meinly based on Lhs asnsgerisl point of view. They fuen)shed
the follewing findingas

1) The sicknsas In Sndusteiss has been on the steady growth
over the last seven yeses, Oy the end of June, 1978
thase wape sbhout 289 large ovd sadium=sgsls industeiasl
unit clasaiflied as pick with sn outatanding bank scredit
to the tune of Rs.058 arores. Simllerly sssli-scels
units nusbaring 20,326 vere sick during the sass period
vith s mount of oulstending bank credit of Liw order
of Re.231 cpopns. On may 3, 18985 Lhe nusber of large
end agdiva~ssele sick unite had shot up to 1747 with en
ampunt of oulstanding bank aredit o Lhe Lune of Ra,2,352
spopus. The numbep of ssellescale sick units and the
amount of bank gredit lacked up in sasll-usscale unita
were 15,78 ,383 and Ru 720,98 sroren, respectively, on the
sang date,

2) Uver two~thizds of the large ond madium scale sick units
in Juns, 1383 wers only fron enginsering snd slectricais,
suger, lron ond steel and Lextile ssctorss.

3) Statsewise disteibution of large snd medium scale sick
units shows that west Bengal hes the manimm of sichk
units 108 with asount of ocutstanding bank credit ReA23,94
crorss folloved by Haharashtes 52 with amaunt of outstend~
ing bank credit af 405,48 crores.
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The sbevs ressarchars Losk s suall ssaple of 23 typs
of medius and seall seale industizies, heving 55 industries
units in andhea Fradesh, and showed factors responsibls for
sicinsas sa fellows ¢

1) Inproper project pleoning snd sensgenent casusnd sick
of 12 industries 1.0, 22%,

2) Inwefficiont operstion caussd sick of 12 indusiries
dewe 222,

3)  Financlal probloms caused sich of 9 industries l.e, 18%,

4) Dsfective Corpurate Mencgesent coused sick of 8 Andus~
trias lew. 4%,

%) External fsctors caused sick of T industeies 3,0, 133,
) Ppobleas of technolagy csused of 8 indusisies L.o, 1%,
1) Lobour probleas caused sick of I Andustery 1.8+ 2%.

Aceoeding Lo them sclors pesponsibile for industeial
sicknass aro broadly grouped as follews

1) Prossters snd sansgeaent,

2) Develogment Anstitutions (including financial and
infrastisusture inshitulions),

3) Govepnaent sgencies,
4) Pepgonnel of Lhe compeny, send Lastly
8) Competitors, suppliars snd consusees,
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317 GCousan of slohneas ¢

Expsrts on this satter listsd out thigty-Pfive different
csuses to explain this dissal phemomenon. Thase osn be groupsd
under four ssin hesds ~ managerisl, operetionel finencial end
environmontel. Ths fect Ls Lhat the sicknass 1a the cusulative
effect of smversl gconplex factors. The Governsent of ladis
finds Ateslf seddled vith thoussnds of sdling onterprisss, most
of thes spparently dayond survival, st eny pate.

Though alsssnagesant or sven lsak of sufficient conteel
is aefinitely ene of Lhe sessons for sickness of industeys but
Gavapnaont has takon vepy alaplistic viev ln the last dudget by
putiing sll blame on the promater-ssnsgouent for sickness of
units. Various examples asy be sighted Lo shov Lhat AL §s net
dus Lo almesnagsemnt bul Lhw Governmental Pallicy casuses alckness.
In the oid T0's aloost all miniegtes) plants closed down due
to insufficlont exglse relisf previously granted to these planks
in comparison Lo main~steel plants. Suger induatey faces tight
control on asjor produttion. Uncesstain sugse cane prices with
continuous desand fros fapaors snd Stats Goveenments' declsion
to Ancersnbas cene prices end dis~ellowvancs by the Cantpal Govern~
aent of this in calculstion of suger prics, sre some of the ceusss
for sicinsss in Sugar Indusiries. For sluest thess decades,
comont industey in India suffoped hesvily with steict conteol
snd unresunsestive prices. 1t Lp anly now Lhet dusl peicing
policy has halped Lthis industpy. The sutomobils and tvo~vhesler
Sndustey ves alsc undee price conteel for simest two decsdes and
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suffered heavily. Sudden changes of Govepnment pollicy or con=
trals hevs sffscisd companiss liks pepsr indumtey vith tac cone
trolled prices, snginssging industey depending on policy of
Amporta, suston duliss atc. snd recently slsstronics ladustery
with sudden llhesalisation of ilsports. Similag is the came
with extrenme pover cuts. Apart from Governaent fissal pollicles
the lsbeur pulicy has alao played hevec specielly An lebour
intonsive industries like textiles, onginsesing, etc. The
wage boerd has incrsased vages and perquisites on the basia of
consumption noras bul disesgarded siaultaneous productivily
nopns Lo ssintaln heslih of industey. Continuous inflestion,
Ancreassd DA snd pepks have sads lsbour cest very high causing
loss Lo the Aindustry.

Even Gevarnment has saen thet in rovivel of dlek indue~
tries, retionallsation of vorkers' steength becomes sbsoclutely
espentisl, Hence, labour lavs should be so chengad Lhet no
industeial dispute should be sllovad to be ralsed by vorkers,

Me RN, Sen has stated thet "Meny of Lhe companies
bscose sick becauss of mis-mansgeasnt st the top, and labour
trouble at the botton, and the non-exesutive dirsctors srs in
the holpless position of lookers = an."7 |

The asployses, perticularly in lswer grede, want the
sick companiss Lo be nationalised hecsuss Lhet would steenglhen
thals position further by inpeoving thelr Leres of service end

- — it - R
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reducing thele rosponsibilitisss It Lo lapossible for redustion
of staff as the law and atiiluge of Lhe Govepnment ere such
that no body cen touch unionised sapleysss, Tho probles is me
getave Lthat no lnsurance company in Lhe world will be prepered
to give cover coaparsble Lo Lhe terms of sspvics guersnise in
India by Ats ilaw snd its laplawontation thapreof.

Mp. RuoNe Son in of the opinion Lhat when & company goes
sick the sharshaldere, tiw creditars and the eaplayess shoubd
make sone sscpifies Lo bring Lhe compeny Anto a healtly condi-
tion., A twenbty five pep cont cul in weges would sske Lhees
fourth of Lhe sick compenies visble slmost Lamediately, He sleo
stotes that unlass the whole sttitude of Lhe Govermament, the
unions snd the asns;sment undorgees 8 Lhopough change, no silonpt
Lo stop sicknass can be of any sviils Yo recoomendsd a centesl
cell should bes srested for collsating informetion, disgnssing
ths disoans of sichnees snd Lhis onll asy be stilached Lo Lhe
Ministey of Industrial Dsvelopwent. The banks, E.SelepPef,
Departsent con meelt thes dissase st on initisl stsge sad infore
this scall. nge an unit 3a roparted Lo be sick Llamediate nes~
sures should ba prescribed and isplosanted. Any delay vill eske
the probles sare difficult.t®

Sems of the suggestions rendersd by Mp. RoN. Sen are
commendsble no doubt, but it is isprectisel Ldes that empioyses
vould agres Lo reduce theaip wagss. To saks changs of tLhe stiitude
of the Gevesmmeni, Union and apnsgusent, vithout Lhs changing
the steveture of management, vill be an uiopls Ldes,

48, Opegibe PP 2B3»204,
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Mee MR, Rathnan in his srticle 'sickness in industries,
How Lo avold At' stated thet inflstion enhencing the cest for
concval of mechinss is the osuse hehind sicknese of industries,
Depreciation st 8 higher rats on infisitionapy method of sccount~
ing cen solve the probles by sitigeting the problems of fund to
s cansidsesble extent,’® A coaplately recciented and stresslined
policy 1s obviously eslled for Lo ensurs peconsipuction of Indian
Industring Lo s watisfactosy degres o as to prevant relepsed
into seediings. It is suggested Lhat seally sick ones beyend
repsirs should bs Lldantified snd slloved Lo die or close dowmn
vithout sscond thought. Thels conlinuances s an avaldebls
finansial steain, Only thoes which con be revived with proper
assistonce in various Topms sivuld be saved, From the inillsl
stage, srpangenent should be ssde so Lhet peivels Andustcies
should rely sore or thalp own rescurces for finsncing its peojecta.
Regerding causes and soiution Lo Lhe probleas of aickrness, Rath~
nan has discusesd the subjact only fros the point of viev of
Cast Accounting. Thers say be some truth in AL, butl thers are
meny causes of sicknons, Solutions suggested by Rabinos scoords
ingly ope part of the whole picturs,

The above dissussion rovssls Lhat diffsgont parsons shov
different causes for sickness and suggest mesouros fee ite
ersdlestion. Sut e fully sppresiste the folleving statesent
by CeWe Gapstenbarg, a famous writer on buasiness ammsgoasnt,
Acoording,to him Lthe causes of Jolnt~Stosk Cospeny sigknsas sng

Ay el
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conssquent fallures san de browdly divided inte two clesses @
s) thoss opersting ferm outside and
b) those opegsting fors inglde.

To the foprner class bolong mich caumss ss competitlion,

- ghenge in the demand for products of Lha company, oparation

of ths business cysis ond noreal commitiss. In Lhe lstier
class 1is sich causes es srchalc astheds of produstion, slowness
of coilections, unwiss disbributlion of cesh dividends, incompe~
tent soles srganissilion, high opepsting sxpenses, ovepr~saplisli~
sation, sxcsssive flosking debls, fallurs Lo sake adeguete
provigion for depraciation and frewd. According to the same
weiter all thege cousss sre ultisstely due to 'incompstones’.
Inside caupes sre, of course, obvicuwly signs of 'incompetence’,
bul even outside causes msy be ssid Lo be dus Lo 'incospetence’,
bescauss, with good asnagessnt, the evil effects of sast of

Lthose causes can be madifisd even Lf the causes themsslves can-
not be humanly .mm.m

3.18

The Industeisl Reconstguction Carposation of Indis (IRCI)
set up by the Centeal Govasnmant ssely in Lhe 1970's end duly
registapad undar the indlian Coapeniss Agt, was sxpested Lo
reduce the sickness by 8 notabls degres, bul ils sfforis havs
boen only partislly suscessful, The Copporstion provided assis~
Ltancs Lo 242 Andustrial units, the largast nusbep baing in rest
Bangel - 128, The losns given by it to 180 units vere outstend~
ing st Lhe end of March, 1984, The Unlon Finence Minisker

- i i " - -

$0 Garstenberg Covey Finangial Gegenlisslion and Mensgeasnt
*  New Yeok, 'n'-dund by Oas Or. Nabagopal ¢ Industelel
Entorprise tn ndls, Orient Longmans, 2ng Edv, 1958, P=137.
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recantly contradiciad Lhe genersl tepression that the Corpors-
tion had failed to funstion sstisfactosily. to clolsed Lhet
sbout T0% aof the enterprises assistad by the Corporation hed
either baen revived or vare showing sions of gecovary, But,
oubt of officlal sstisesls of 58,000 sick units 272 L.0, only 4
por cont gob sszietengs from 1.R.Cole conssquenily 99,8 per
cent ape rameining as siok, At prosent Lhe problen mesas to
bs Arremedisble unless the sduinistestion’s pallcy and corpec=
tional davices ere completely recplionted.

3218

Mp. Vof'a Singh Unlon Finsace !inister swnounced In his
budget speech on 16Lh Mopsh, 198G thatl a Dowed ia Lo b sob
up Tor Lhe Finanaial snd industrial rsaonstruction of sick
unitse.

In order Lo facilitate Lhe process of teesting Lhe algk,
Parllasont pesscd & 3111 durlng iis monsoon session (1985) to
convart the Reconstruction Corporstion intc & ststulory body
vith wider povers, the new nass being the Industerial Reconstpug~
tion Bank of Indie (1ASBI1)y Ths Benk, which vill taks ovey the
functions of tha Reconstruction Corpocation, is sxpectsd Lo
axpand than g exarcise widep suthorily and juesisdiction. The
ains of sush bank ape 1

&) to ovarcoms, through the ceanversion of the IARCI into
the IRGI, the inherent difficultiss whish wers being fsced
by ths Corpagstion during Lhe 12 yeers of its snlistencs.
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Thess difficultlies had hindered Ats sffarls Lo sehedlilis
tats and ssconstpuct the counteiss siling industeisl
entorprises)

b) to function as Lhe principsl credit snd reconstpusiion
agency for indusirlal revival snd cowepdinstis the wepk
of sther institutions sageged in industrisl revival and
sesurrestion)

e) to sasist end premots Andusirisl develepwent snd
sehabliiitation of industyial units by providing er pro-
curing assistongs end opagating schemes snd slwo by
granting losns snd sdvsnces.

The bank will hevs pover Lo take over sansgesent of
sssistod sick ladusteisl units, lesss thea out ar sell thes as
sunning concerns or prepopre shasass for roconstruction by scaling
down the lisbilitiss with the ilppmul of ths Gevernmmt, The
nav benk will gomplement the asctivities of Lhs Industeial Develep~
asnt Oenk of indla, '

" Mpe Vo DARLL, Chalesan IRDI anvvounced thet "The Iadusteisl
Racanstevetion Sank of indls (IRB1) is shoetly geing Lo snnounce
s packsge of guidelines for Pinengisl institutions snd banks to
rovive sick units,5! Me suid tnds packegs vould comprise veriews
kinds of reliof and congassions for reviving unite. The IRBI,
aftar discussion with Lthe Ressrve Senk of India hed foreulated »
'acdun oparandl’ Lo Lsckle Lhe povivel of ssversl sick wnits on
a prierity basis, vhersby the unils which wees in Pest besoalng

A AR MR

81, Mp. Ve Dixily, Owmisman, IAB]1 yhile sddressing Indien
Chanber of Commerce on 14,5,10888,
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sick would be tokon up figsh, while those which veps nol s
badly offected would be token up et » leter duts, AL present,
Lheps are 483 large unils vhich upre sick, spark fron the hast
of small end sadium unitss The saount leckad up An thoss unitlas
s o much es RE.3500/% creren. > Mg, DialL seld the proposed
bosrd for Lhe ravivel of sick units (as hus beon sancunced by
the Union Finange iinistar) will sleplify sergess and enelgane-
tion of slek units vith heslithy onss., The intention was Lo
aake 1HG1 Lhe nodel Anstitullion which would propose scheam,

for mich ssrgers, which could Lthen be iaplesented by the buapd.
Ths operation vould slaplify Lhe procaduee snd the concerned
partien wvould not have o sun fros plller to past as in the
poste Mpe Dhxibt seld'finsnclal institutliens and banks were,

by natups, not kosn on tushing sver the mmt of companies,'
"#g may carey out tampopsey holding on operstions, but would
not like Lo take—-over Lho sanagoaont pamuy.'m Criticialng
the asnsgesent of unlts which wvege elck Tor prelangsd parieds
oabendling to 10 Lo 20 yzers, hs Ltognod Lw M as ‘peo~
grsumed sicknoss’, whathor Lhe units wers held by tholr senage~
sanl An order Lo reap short llved profitl oceesionally. In thig
content, ho sontioned the Juts industey where Lhis phenoaenon
was sost pronounced., He vondered vhy thess units did net go
Anto llguidstion instend of remsining sick for such long pegloda,
He suggested Lhal such unites Should fiz 8 Line peried of five
to six ysars Lo eredicote losses. If At is nel passible Lo
bresk=svan or show improvesents by thet tismse, Lhay should go

$2¢ Statosend by Mpe Vo Dixit Chalpmen, IRl befere Indlen
Chanbee of l!-u-ou an 14,5,88 resportsd in Lhs Coonemic
Tines, Caloculls en Mey 15, 1883,

33, Ibidy Tho Eoonomic Times, Celcutis on Mey 13, 1308,
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in faor AMiquidation, he addud.

Hp, R,5s Lodhs Ppasident to the indian Chambeg of Lommerce
suggested Lhal Lhe propesed board for reviviag sick unils should
have roprasentetiven froa the countey's Lechnscrsts. Thepe
should be geglonal bospds to Lsckle specific problea in e
raglons concsrned and they shauld hsve full sendata. Referring
to the long deleys in echisving tuen spound An Lthe financlel
parforsance of sick cospening in India, he said offoris should
be initiated to schisve such turn around An less Llss a8 It done
An vestepn Countrles,

Mr, K.K. Somani in his article *sick industries' has
siggested thet banks end finencisl institutlions may plesy sn
importent prole to spsdicate sichnass of mmusﬁ‘ To pin
point Lha gesusss of sickness, grester pepponsibllities should
be put on the banis snd financlel institutlona through yeaply
roviav of the waorking of the units. By finding outl Lhe
deficienclies In connection with thoss uwnits, Senks snd Financlsel
Institutions should suggest suilable staps nacsssary Lo avold
sickness. In fact, best arcangesents would be Lo convart the
axisting institutionn into axpset tachnigsl bodics Vo study ths
ovarall wvorking of diffapant unila An sach industries end ta
sel up narms of cepitsl sxpenditurs ss vell ss weeking results
An utilising of diffsrent ispuls, otce Thay should sise keep »
votch on mepket situation of demend and supply. Excessive
capacity creation should bs evolded ss AL crestes fieres sonpee
tition end ultisstely ceuses sicknass. Shortege ef cepecity

54 Somanl KK, Artigls Sliek Indusiries Sehad
* wni‘-u.c-mumn.m. in the
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ubilisation should slso bz avolded by taking regulap staps for
cresting sdditionsl cspesity. ‘turplus, if any, should bs
sxperied aven wilh subslidiagios 1iks in sugss Andustriss,

Actusl finsnaing of projact fop both ters lesn end warking
capital can Lhen ba lsft Lo bDsnks who will sct on the basis of
study reporks of the institulion, Since banks sre very videly
disporamd, thess will halp in grestar dispepraien of industiriss
and svold uwmessassery sunning shout of Lhe sntespronsura. Only
one institution like 1081 cennol finencs wvery large industsries
vith investasnt eaceeding, say, Rs.15 Lo 20 lekhs. Apserl Pprom
it, promoleps, vhather bLig or smell business, fagce some spesial
problems, They are pequiped to tskes high risks sven Lhaugh

these are supposad Lo be lisited in public snd privets lisited
companias, Finenclial institutions snd banks while granting loen,
insist on papsonsl guarcanies by the prometers vith Lheeats of
calling them Lo Lhs courts for all losses aven if caumed by
oulside sgonciea like teade union leaders Lhrough long deawn
steikes or By Governasntal sgtion in chenge of policies. Some~
tinss, Lhey ace sequired to invest fros personsl fund during

the siciness of existing compeniss. Tharsfore, Lhe prossless
vha are Laking so such ehaks are Lo bs rellaved from Lhele day-to-
day saxisties by asiteble facilitiss sueh as rellisving Lax on
dividend on the promoter’s shese heid pesmansntly, deduetien

of Income~Tax undar section 80 g.se but steps 8o far Leken by
the Government ars partly negative in faghlon, It will bas batter
to aske it pesitive by allowing intspecospsny assistence for sick
unites. Gul Lhafs spe many ocbsteclos in this esgerd, in compeny
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lev, by the procedurss of the financisl iastitublon,Govesnaent
departoent as vall as to the Andependent shageholders of differ~
ont companies., For Lhe averall Antspest, Lhe rules havs bewn
libarsilsed to asllov Lrensfer of funde from 8 profitsdle company
to & sick unil. Uns of the wey 18 of courss ssrger of sick unii
with profitable one. Unfortunstely Govesnseni's intentlions
have not bson fully asppraciasted by buresusrscy by viztus of
sagtion T2A of the Incoms Tax Agt,; 1961, The finsnce sinister
has recognissd Lhis ond propossd setilng up of 8 boapd. It will
be batiar Af Lhe board ifssuss only guidsliines from Lime Lo Lime
and allow the compenias Lo carpy out serger ste, besed on sudit
cestificats if Lhoss conditions ars metl., Only thowe obsspving
these guldelinaa should be askad Lo apply to the hosed. Another
mothad without mergsr would be that Gevernment should sllov a
profitable unit to teansfer its surplus bafosre belng taxsd, o
sick units for 8 Lempopapy peplod. 1i should caery intorest as
pald to finmmelal institutions sc that the shareholdzes of the
profit ashing companies sre not advepssly sffeatsd. My pensl
provision would net molve the probles. The problea cen be
solvad only if regulation sads by the Govt. is natarislised with
sincsre afforis.

3.20

We welcoms Lhe “sick Companiss B111% plesed in the parlis~
asnt by Lhe sinister of Stats for finance, Me. Jenapdan Poojery
on August 23, 1985, Ths bill askes & mspecial provision Lo mecurs
tinsly dotestion of sick and petentislly sick companies snd fop
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astiing up of » bosrd of exparts for speedy dstesuination of
the praveniive, assliorative, romadial snd othar seamires.

The 0Lkl was inteoduced in the Lok Sebha on Lhe Agust 28, 1968,
A sick Industrisl Compsny has besn definsd ss sn "Industipisl
Company. (heing s compeny registered for not less Lhon soymn
yosurs) vhioch has st Lhe end of any finmncial yesr scoumulstied
losses squal to op sxcesding its satire nsi worth and sies
suffered such losscs in sach finangisl yosr Ssmadiately precead-
ing such financial yssr."

The 85111 seeks Lo aet up 8 ‘"bosed for industeisl and
financinl reconstpuction' (with saparls snd sssbers having
status of 2 jJudge of a High Couprt) and slsc sn "sppellets
suthoritly for industrisl and financisl resonstruction” (Lhe
chsirssn will be of Lthe status of 8 jJudge of Lhe Suprees Court
snd meabare of & Judge of & High Court.)

The Bill provides fog reporting to Liw bosrd and helding
8 gcneral mesting of the shareholders of Lhe company Af the
accusulated logsse of ths industpisl company as sb Lthe end of
eny finenaiel yese have pesulied In arosien of 50 per ommt or
aore of ibs pesk nel worth during Lhe Lamsdistely precesding
fivae finsncial yesrs, The fagh of less will have to be repepted
to Lhe hoard wilhin 60 deys from ths dete of the finellssiion
of the sudited sscounts of the compeny for Lhe financisl yesr,

The board of diesctors will, ot lsast 21 days befors the
data on vhich the mssting of the company & ropert of such srosion
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snd the causes for such srosien, Osfsult in ceaplying with the
provision is sought to be ssde punisimbile with iaprisorment
uhich shall not be less Lhen G months but which say be extendsd
Lo two yusps and with fine,

The nev law will ssks it sandatory on Lhe part of LUw
ssnsgsment Lo poport siokness in Lisne, The asnsgement will
haye ta sesk a frash mandate from the sharsholders Af 50 per
cont of the nst voplh of Lhe comspany is oroded. 1f Lhe sospeny
continues to slide and 100 per cent of tho ast varth is eproded
with cash losses for Lyo congscubtive ysars it will invike the
intasvention of BIFR shich will have the noweps tLa ssck Lhe
senasgeasnt and take sll possible seapures to keap the unit
goling. BIFR will not take over eny Industeial unit, but will
have povars to soll and serge sick wnits. lowever, ils sssen~
tisl funstion is to enmure that the indusigial units kesp worke
ingy -For thia, Liw board can work out financlial packege.

Aae#rdtnq to our oplnion the projected Act suffers froa
tvo defucts ~ firstly b As 3 long drawn process Lo come Lo the
knovledge of the authoriliss vhon ssasurers wvould dbe Laken end
segondly Tinanclel cepabiliity of the Bosed fer Andusirisl snd
financiasl reconsisuetion would not be as sufficient o3 Vo rlvite~
iiss sll the sick Andustries nusbering "sore Lhen 80,000 indus~
telal units sad denkers stata in Lhem vas Re.3855 crores s on
3tat Oocomber, 1564 es reported dy Mp, Aultabhe Ghosh, Deputy
Govesnor General Ressrve Daonk of Indis. "W slso velcoss the
mocamires of” accountabllity concept in banking systes so Lhat the
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Leading benks cen Leke coprestive mssesures ss 0o0n as the
sympltons of sickness sre noticed. This was indlceted by Mg,
Asitebhe Ghagh, Depuly Gavernse of iLhs Ressrve Denk, st »
aseting vith the Medras Chesbsrs of Commuree snd Industsey on
the tith day of July, 1988, Ve, Ghosh seld Lthet it wus Lhe
banks which would first notice the synptems of sloinese?™®

ve wholeeheartedly suppart this projest. As thers are
ssversl bpanches of bankes dispapssd in Lhe different parle of
the countey, thay cen toke offective ssssures vith sufficient
fund capagity. Bul thers aust be banks peppessntastives Lo
the board of cach: and svery coapany who as a ssobep of L
board vill be able Lo sprust Lhe sicikness in Lias by previding
fund and infering advics st an sarly stege. By Laking repreasn-
tative of the benk in the boapd, the compeny will bes bonefitiad
ss banks representative will be intisastsly sonnestad vith the
affaire of Lhe cospeny. The banka in theip o intspest of
asfoguarding their invesiaent in Lhoes units vould be Soe readly
to extend sehabililalion assistange. Bank - sntended rehebille
tative peckage Lo wnils sould be aupsed beeck Lo heslth of Lhe
sick compenies with in s reeponabie time, If howevar, Lie banks
vere sshed 'for other reasons’ Lo sxtend Lhe same comcessions
to units beyond sedeapiion, Lhe aonilery ssarifices they ssids
vould have Lo bo protectiad.

To deel with the problasns of sichmess in Industriss alessdy

- il Al RN, —

58, The Ecenomic Tises, Calsulta, July 12, 1588,
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sufforing frea diasssss, ve, asleng with Mp, R.N. Sen prssupibe
the folloving precadusl steps fap Lhele somediss 1

FIRSTLY, visbility study is Lo be sade bDsfors » company
is declared sick Lo sneble it to get help from the GCovernaent
dissctly, or through 1A31, or from any othep financisl insbibu~
tion, “Safors say long tere asalstance is ssnctionsd resedial
sessures aust be discussed and seitled so thel funds sanctioned
are not fritterad avey scooeding Lo Lhe wvhias of Lhe pesple in
control, The rasl difficulily e et no Lpelning Lis previded
by sny inshkitubion Lo prepurs a bady of expesis for delessining
the remodial messuras for different sdek companies.’”®

SECUNDLY, Direstors sse &0 bs Lemined snd peld proper
fess. |

THIROLY when @ compeny goes sick en sitsept should be
aade Lo go in for capital peduction snd/or compasition wikh
sroditors,

FOURTHLY in every compeny, vigilange by the nenesnecutlive
Oirsgltors Lo 8 ausk, In o sick compeny it is swven sore so,.

FIFTHLY a iLpaining depariaent should be sst-up in the
IRCI (now IRBI) to teein poocple speaislly in the art of sunalng
siek companies. The funcilon of » dissttor or nenuger of & siok
company gawnot be taksn ss lighAly by sppointing relisred Govepn~
sont of Plcers. IL is & wery,very difficuit Lask and hes to be
spprosched as such. Some honest eriginel sntssprensues end/ep
Olrentors 'mt bs Laken in nevw boasds 1L is neasesary fer IRCE

-

= Ildglein sl niie o,
e ] o
Memagement. Asaceletisny New Delhl, 1863, Fegets’’ N
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(now IR3L) op some Governsent Dopaptasnt to take Lhe responsi~
bllity of sppointing the nonsgers for sick units fros s pool

for sick units. Ths post of Chelrmen (no sxssutive) end msneging
dicector should bes ssperelad,

SIXTHLY, the IRCI (now IRBL) or sny oblhar finensisl
institutlion londing monsy Lo & sick unii naturslly nominetes
ODdrectors Lo ropresent ALmelf oan the Sospde These Dligectors
should be gaquired Lo pasfore verious funclions including s

1) to sciivets Lhe msnagmsent of Lhe compeny,
11) Lo metivale the mensgement Lo exsed proper contsol,

1i1) to moniter fros intarnsl wansgenent lovel sil tie
inforestion pelovend Por diagrosing the problems
standing in the way of norsal vopking,

i) to cell for & agnthly perforsance saport st Lhe
Board lovel for evalusting of the verking, snd

v_) ta help and gulde Lhe chisf exesculive fop sstiing
up propsr orgwnisstion, financial planning andg
contpal systame.

The directors shouid be exsgutive directoss, fres from
political intsrfsronce, end bascless Govarmment pressure.

SEVENTHLY, Stetutory Coppcrations with stestutory powers
under the IDR Agt should de brought Anto oxistence to look sfter
the sick companies. They should be given power Lo ssll e
unit fres from encumbrancss, pover 1o pereit smslgstion in
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specifisd situstions, grant indeanity, to offlcers in sultshle
GENGH,

In sonclusion it ean be plesded for proper inltisl selece
Lion and recrullsent Lo the bosedss and thon Anflict the lesst
rosteiction in thale asnajement of enterprise affeles., Slok
conpanies cegquire auch fostae snd niable adjustasats (o festore
mrémd&nq than, BSaseds of sush cospanies eanndt be hams-
teung by narrow, onsvalded end covert or overi pressure tactlice
froa any querter especislly the vecsl alnorities. Knowledge
from locsl conditions will halp to solve this busning problem,?

3.22  Pacpsnenh salihisns ¢
We Pilenly belleve thet as Lhw asin couse of siaknsss of
industriss under conpsny senaganant is due ta Lhe incompetonce
an the part of Lhe Lop managesant, Lhe evils of sickness will
be substantislly banlshed by rasonsieucting the Laop sansgemend
of the companios &5 sugyested by us An chapter Vi. - It will
elisinate sicknoas mg wundee Lhis Multiple TeoeTisr Bosrd systea
of sansgement, 3 compuny will not bo asnaged for any gectionsl
Antsrest, On Lthe contpary it vill be ssneged a8 & sscisl instie
tution for up=holding public Aintegrast snd look sfter Lim intarests
of all Vhe Angradionte vilch congtitute 2 company. 1f sickness
st 3l1 happens, it vill be solved by mutus) understending end
open hesrisd discusslon st the meeting of the boerd consisting
af ths cepresontaltives of Lhe shershaldars, wvopkors, finenclial
Anstitullons, banks ang above sll Government, With the conssnt

87. Opecits Sen AN, PP 202-201,
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of all the rapresantaiives for ceciprocal interest, certainly
soe asthods sccepteble Lo sll will be evelved. These, if
inplensntad with the guldelines framed by the Covesnmant s
sest Lthe problas of sick industries considseing Lhe peovedures
suggested by us, Liw prebleng of sickness of Lhe companies
could be sradicated perasnently,
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With o visv Lo sscerteining Lhe sxtent of concenirsiion
of sconcaic pover, ssverel studies hove besn condueted An India
during socent yourns lsupertant of them are (s) Study cenducted
by Fpof. R.Ks Hazari Lo sscaptain the chenges of goncenteetlion
of power betwasn 1951 and 1988, (2) Seudy made by Menspelies
Inquiry Commission; snd (3) Study conducted by the Indusielsl/
Licensing Policy Inquisy Comsission: In all Lhess studiss,
concantration is neasured on Lhe basis of conteol macessiend by
fwﬂwﬂmuahmumotgnwnauwluwlmuuntfmunmho
engaged in ssch Line of produmt. Bul essh of these studies
aduptad s diffapent sppresch in defining the cancepl of ‘business
house’. After the passing of the MRTP Agl, 1968, sn entirely
differant criteris has besn afopted by the Gevernaent fep defining
® businoas house, As & resull, thers is wapistions of Lhe nusber
of compsnies Ancluded under sach lerge industeisl houss by Nesarl,
MIC, ILPIC and MRTP Ast.
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Hause RKH M1C iLPIC MRTP

o 2 a &
ACe - 8 5 5
walchend 18 s 29 20
Mahindes

n.a'::w. 1 12 1 13
Modl - 10 12 “
Sspebhal - 21 29 12
Kestusrbhel Lalbhel ' 19 » 1
T eVeBe - " 21 22
Bajs} | - 21 &2 &
Notes RoK.H =« R.K, Hazsel, MIC = Honopolies Inquiey

Consission, ILPIC ~ Industrisl Lisensing Felley
Inqulry Coamitlssg MRTP ~ Manopoliss and Resteictive
Trade Fpectises Ast, 1968,

Soupces ¢ Colusn t. Hazsel, "The structure of Copporets
Privets Segtor (Asis,Publishing House,
Sombay, 1965).

Column 2, Reporl of Lhe Monopolias inquiry Cosmission
VYolumen 1 & 11 (Gevernmani of Indis,1988)

Colusn 3. Report of the Industeisl Lisenasing Pollicy
Enquiry Committes (Governmeni of Indis,1869),

Column 4, Company Naws & Netes April, 1978,
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Thess is 0o deniel of Lhw fect Liwt concentrstion of
sconoalc power stands An Lhe wey of Lhe sfficlent company mensge~
aent In particular snd olher sgonomic flolds in genapsl, 1t
has besn urgontly necesssry Lo curb the pawerse of Lha group or
fanily soncentesting pover An thelr hands.

The pagaur of application of iadusieisl licensing polisy
of ths Govepnmanlk, vhich L ons of Lhe Instprunsnts of curbing
concentration of aconcalc poaver will also be resteicted by the
uss of FRTP Act concapt of *housc.' Undar Lhs prasent industeisl
1icensing pelicy lerge business housss sps not alloved antry
into sreas othae than those apesifisd in Lhe appendix - 1 of the
Industrisl Ciconsing Folicy Stotemssnt of 1973, Governaent of
india in 1973 adeptsd Lhs MRIP Agl concept of large business
houss for the purpose of adeinistaring industeiol licensing
palicy discarding Dutt Commitblsss concspi. In such & situatlon
companiass vhich actuslly bslong to large businags housss, bubl
have not bean registersd 8o, have scaps for wderiasking sctivities
sther than thosa listed in Appendix = I, Lhus making Lhe licensing
systen as inefflstive Laol fop curbing conamntsation of scoreelc
pover. Licenss undep 'RTP Agt, though siss al curbing conecene
teation of sconomls pover, greating lisenses for sxpsnsien
(Sestion 21), Por new undesr~taking (Sestien 22), fer werger or
tekeover (Sestion 23) Af these ¥» net lend Go L0 oonesntgetion
of sconenic pever 4o the cosasn detsiment. Assistonce from
public firancis) institutions slss do nst give correct ploluse
sbout the praportion of tolal sssistanse golng Lo the lerge
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Angustrial houses ss they sre ocaveping only those coapsnies
which sre registersd under ssction 26 of Lhe MRTP Agb,

As 8 rssult, sil Lha thees insteuacnta (MRTP Aat, Indus-
teial Licenaing Policy, fublic Finsncisl Institutions) gonesslly
used by the Government fop curbing congantsation of saonomie
pover becose lssa sffeclive due Lo adoption of MATP Act conaspl
of business house snd sfiarverds raising Lhe Limib of capital
ateuature Tros Re.0 crores Lo Re0 arores.

What is nscessery is Lo dispense vith section 2(g) of
the M.R.T.P. Act ss suggested by the Sschar Comsities vhether
o nol an undertsking dbelongs S0 a large group should be decided
on the basie of all ralevent fasts and nel only on Lhe basis of
Ats inter connestlion vith ons or sare compenies An teran of LUw
sritasin lald dewn in mection 2(g).

324

Thaze L2 no denisl of the foct that the question of
sconomic pover has bescoms & pressing socla~politicel issues of
this time,. In Indis, individusl businsas firs of group possess
slgnificant economic pover to heve sppresisblc offsuts en Uw
egonoay of Indis. The decision of big businass houses ap
regards prices, output, produst charaster, invasiment, ropeagch,
locstion, seployment, sspket, otc: snerd grest influence on the
grovihy stabliity, disteibution, employsent snd sosisl Jushice,
The significence of thase decisions would bes grester Af the
firs produces besic astsprisls liks oll, slestriciiy, stesl ste.
8y creating the pesition of assnepoly snd ollgopely, big buainesse
housss Ley to sxtinguleh Lhe Pres flow of competitivenass of Lhe
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sarhet,. Ax 8 pesull, stats intervention bascomes insvilsble

Lo control axceesive profitl av well as Lo prevent sube

optionsl pesource silocation resulting froe monopolists' res-
teiction af supplye. In India, through the MRTP Ast lndusteisl
l1iconsing systom, resieigtions ars lapossd &3 sn antidot
ageinat msonopely, but thass could nol glve farih effeciive
rasult to solve the problas of sconomic power, Prevelling
systen of company mensgement is that, though thage is existencas
of 8 board, but in foct, the bosed, is inaffestive. The con-
teolling pover Lie in the hends of sconsmic group who diatateas
the board through the msnaging dlrector and eny other persen

or psrsons nominstsd by thes, "This system ruled oul the eli-
ainetion of, or prossups on, Lthe saisting lasfficiant firas by
nev officisnt onsa. Fusrblhes, by not sllewing fresdos to expand
Lhe businesa, Lhe systes alsoc ruled out cospetilive prassures
fron Lhe aore efficient existing units. Thu'. with forsign
compatitiaon completaly shut off by import restrictions snd wikth
domestic competition seversly cestrictsd by the industeisl
1icensing systea, indion Industry has verked 1n on environment
of nesp~msonopoly. Cwven the grestion of the Monepolies Conmission
doen not so far ssea Lo have beought sbout atgnificent change
in the situstioni®® A congleserste mey be ergenined ss & single
company with s nusber of divisions or ex 8 geoup of intap~
connueted compenies, ocperstes in ssny ssrkats say or sey not
have sonopoly povee An orf mops of Lheas specific product sarkets,
Hors algo by intsgvention causes, ss sbated by Or. L.Co Gupla,

L i ol

58.  Gupts L.C. Coeparsts Mensgement And Accountabliity Tovards
A Joint Seator. Macmillan Coapany of Indias Lisiied; De
Fiest Aublished, 1974 PP a4=2Bs | s Deint
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detpinontal sffect on Lhe sconomy of the countey. Apart ferae
it, the revisad ssquance which asens to influence by Lhe large
fiens by vay of sdvertissmeni on sonmumars prefersnce exoels
grest influence on the taste of Lhs consumers, no doubt AL has
got its limitstions, Cortein institution like monopoly reppesentis
opgonised instrunent of sxaploitstion the public. Theme ghould
ba sither conteollad ar abolishad, Oy asking sonlpal by Govarn=~
nent, the mmall and depandshis asny fires vhich sal as supplier
and as customers sre also suffered. Dps L.Co Gupts Ls of Lhe
viev that "enlighitensd public opinion in Indis geneprslly ¢on~
cadss thet neither the imposition of direct Gowt. conteols on
privetes firms, nor the nationslisation af such figss, provides
s satisfaclory solution on the problem of sconocaic pover ss esch

of thase leads Lo seondslous corpuption and mwﬂctmh“'

The only sstisfactopy solution lies in reforaing Lhe

top aansgeasnt structure, Gelbralth John Kenneth in his apticle,
on the Economic Image of Corporate Entseppise, statsd that "gpeat
currents of history can not be raverssd by msall lews.”®® It
Andicates that the MRTP Agt 1985, has nol produced any offective
resuits Lo curd the aonopoly powsr grested by the big economic
groups of Indis, wWhile fapusrding the Book, corporuts ssnsgement
and sccountablility weltlen by De. L.C. Gupta, Mps S.LeNy Simhe,
Cirector, Institute Finencisl Menagement ad Rascaprch, Medess, on
June 8, 1974 stetad Lthat "undoubtedly, privets sestor industeisl
and business unity, sspecially the largs onss end Lthose which

b Wby i

89, Opecits Guplas LsCe Corporate MHanagement 3 Assountablility-P=21,

60, Galbeealth John Kennsth, acticle "on the Lcononic Image of
Cosparste tnberprise, in the Baok Cosparats Powes in
) »
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constitute s group enjoy & lot of powee, not all of which, Like
the Lcebspg ie visible, Bul An faol Lhet this state of sffolirs
is not something delibepately planad. In the first 10-18 years
sfter lndapendencn, the Gavarnment natupslly concentested on
ingusteial grovth, theugh socio=politicel aspects of Lhs growth
vess nol overlooked snd indeed some staps wers Lsken 3n Lhe
divection of vhel ono any broadly csll "soelsl contgol” of
industrye. It would be widely agresd Lhat the private ssclor did
an excellisnt job, of coures recelving valuabls help froe Govern~
mont in & varisty of vays. The asxl stege vas natupelly on

vhere a deaocratie Covernment wadded to sesio-scononic pefore

of the socisty had Lo teke stock of the sctual end pelentisl
politicsl pover which the private sector game to soquire end
Lhink of appropriste steps to keep it wndep check, S0, Af
intellestuals telk of grewing pover of the ppivale ssstor, one
should not dl.nl_n it as acadeslg hallucinstion. Nop should the
range and depth of Lhe povap b9 srsggeratesd, creasting 8 wrong
impression in india snd abeoad that the Centpasl ond Stetes Cabinsts
and Leglislatures sre vhally undse the viclous influence of
privete sscitor merchents and sanufsclursrs. The situstion undoub-

tadly nesds watching by a vigilant wlty."“

3.25 Saludlon of Lha orohlas ¢

Mee Simha in his fosrwapding, concludsd by stating theat o
demacrstic soclety has to balance Lhe nead far grewth and effi~
clangy = An fack, Af not in Lheopy, Lhe privats sacior hes so
for bosn genspally much aare sfficiont than Lhe public ssetor

- SRR S

61, Shehe Sel.N, While forvseding the boek Corporate mf-nt
And Agcountabllity Towards A Joint Sestor. The Mecalillen
Company of India Limited. Flerst Publish, 1574,
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on the ons hend snd curbing congontestion of sgonomic and
politissl pover on the other hend, This balancs can only be
berought by restpucturing tha Lop ssnagasent of Lhe compeny,
it i sald thet Af top senagesent ia constituled vith profe-
ssionals Lhen only, Lhs probhlon of sconomis pover con be
sliainated, |

We fully ageee with the visws of the Mg, Siahe, By
Antpoducing the systea of ultiple TwoeTier Gosed whapoln Lhe
top asnageasnt cen be gonstituted vith professional the probles
of scononlc power can be bpought undse sontpol,

Dus to the ssperation of ownsrahip from capital, » tendency
ves visible Lthal in betweon Lhe lebour and cspital o nev none-
propsptiad, onxport md olits clase cams into prominence saquiring
and holding sensgerial pover. They ssre known es profesaionals,
Ag ths Corporations are becoaling blgger and bigger with the
songequent development of cosplecscy and tashnelogy, thess peo-
foasional msnagers possoass tresendous pover of conlpolling the
compony. This systea is cslled asnagerinlism. GBegle and Means
stetc Lhai “"Concentpation of sconosic poves ssparate from cwnope=
ship hes, in Pecl, crested esonocalic sapires, and hes delivered
thess emplres into the hands of & nev fore of abaolutise negloct-
ing the ‘owners’ to the pasition = whapeby the new arinces sey
exarcioe thelr pmm'.aa The raasus ssnsgesial thaorist, Oehgon-
dorf, arguss Lhet the jointesiock compeny has brought about &

- _

B2 Berle A.A, and G,Ce Moans, The Hodeen Carporstion and
Peivale Ppopsety, New York, 1982,
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coaplate break with the csrijep capitalist tesditions snd thet
"by sspesating ownopship sad conteol, it gsve ries Lo o nev
group of mensgars who sre uttarly differgent froa Lhelr prode~

Meny eminant Lhearists 1ike A A, Heaple, G.Ce m;.“

Pe Sargent Flmc.“ Eehe Gordm.m George Goyw.m Oahpeon~
dors and sven Xarl Mn.“ slthough differ in thelsr opinions

o pegards the ssusas bohing ssergence end posiiion of the
mansgers, they concsived that s nev cless of nonepropertied
asnagers have smerged poplecing Lhe ownar-menagars snd sre
holding theipr position due Lo thals sonagepial ability robher
than to propeprty awnmseship. Thels different socisl backgrounds,
trainings and oxpsriences ssks them both think and sct differently
fron the owner mensgers or capitalists in its traditionsl

Guﬁ”.as

Marxist do not accept that such & divopae exists. They
balieve that aven if it existz, It is nat Lapeptont, Meen
obeorves, "Developmant of Joint Stock Campsnics hsd beought
astiors to 2 such 8 polnt thet Lhe lsbour of superintendencs

63.

Dohrondop? ind ma clesas and
class em[iet An xmn ! | Snnlctr, . o

844 Bapla A.A, and Mesns G,C. The Madesn Corporstion and
Peivate Fraperiys New York, 1983,

85, Florence P, Sepgent ownsrship, Control and success of
targe Copporations, London, 1 é@

56 Gopdon C.A, Businass Lusdepship in Lthe La Carporation
¢ auucy 1348, Fa0 Lornos '

87, szgo the Ragaonsive Company, Amsgicen tconomie
M‘“. &031 L. W, ‘

684 Meex Kerl Das Capitel, Volume 111, Chapter XXVI1l,

63 Senhgupta Or. NoK, Chan Patbtarn of Carporate t
*  Vikaw Fubliohing Pyte Ltde, New Dalhi, 1063, PP 26TeSt2r
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himself." T Magk smphusizss Lhat & result of highest stege of
- capitalism, the capitel will be no longer Liw properly of Lhe
individual peodusers, but es common propepiy of sll sasocistaes,
as soccisl property. According te him so ieng beokh Lhe non~
propartisd asnsgers snd Lhs non-sensgesial ownesrs balong to
the sase sucisl classes; the lesbour force will continue to be
explolted snd the basie cless roletions vill not chenge.'’
Sut At i3 true that esepgance of the menagsrislise hes
brought out alsost save fundemsntal chengas in Lhe concept of
company mansgesant as regueds sthiacs of humen eslstionship,
sociel renponsibility end pubthlsss ssif inlarestsd company
director has glven plsea Lo Lhw plature of s sodern nonepeaper~
tiad professional corporsts dipsctor responsible to soclety st
lspgn, snd fese to subordinate the old fashionsd hunt for profits
to & verlaty of othor qualitstively less peeciss, but quantite-
tively sore vorth objectives.” '@

Thepefors, _Mt ssde by Me. 5,00 Sen pegaprding
Corporstion’s aln and shbjsctive thet "thaee has beon s salamer~
phoslis of the corpepals cosmunise of a non-napnist mxm."’
has not decons seterialliesd,

Sut it is also Lo be remesbered Lhal 5 manager in o
sodagn company Ls not in & position of & owar dul in e posi-
tion of a Lrustes who has Lhe custedy of the compeny's weslih

10, Opetite
. Opesit,

12 Bapon P.A. and Swezy P.M, Monopoly Cspitel, tonthl
" raview, VOLLXIV, Nob.3 sad 4 8hd August 1982 PP 138-130,

73,  Wuoted from Sen S.C. = Company Actions in the Modesn utm
ond Busiheas 1n indis, Allied Seok Apency, CeiiTimts tarvle
Aceil, 1918, Pe13T, | Yo “ELe THe TR
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on betmlf of not only the shwmesholdeps of the company but alse
hes velledafined responsibilily towards other intsrests like
the consumers, the vorkers and tha public ot large. With these
changus tha 'alﬁrabcl_m: have besn peduced to the position of
Just & wpﬁnu of capital ta the compeny, no longer iis owneps.

327

Dictionapy msaning of profassion is sn amploysent not
mnschanicasl end requiping soae degrse of lesring. Though
thare are neny definitions of ‘profession’ given by sany authors
the main charectesristics asy bs stated os follows

A} A high degree of gencpallised snd systesetic knowledge
dapivad froa sxperisnces, skperisent end sapiricsl analysia
and ressarch,

1) Systesatic spplication of this knowladge Lo practicel
problems sstisfying tha neads of a clase of psaple.

A41) A code of conduot Lis intpoduced by & pepressntative
professionsl institulion.

Av) Enforesasnt of soelial responsibility,

The distinetion batwesn mh‘ntan. and occupstion i
neceasery becsuse in Indie professionsl Mensgement denctes
non=propriatary senagenent, Means of lifelihood of o person
is his occupation on the contrary, vhen o persons sfisr compls~
ting specisliesd leapning snd tpalning, obleing licence to



207

practice the particuler creft or cslling he i known as pro=-
fessional,

The High Fowased Eapert Consitias, undep the Chelrean~
ship of justico Rojindap Secher (Auguast, 1578) (Cheplar V)
stated that & *widsegep’ has spisen belwesn control end owner~
ship on Lhe ono hsnd and managenont and ownspship on the other

in the structure of coapany ssnagesent.

In apdap to fill up the gep, secoprding to Lha ssid
Committes asnageaent caquires cortsin profasalonal oxpertlios,
spart from sntrepronsuplal skill, The axpesrt committes thus
foale that "profossionalisation of msaonageasnt is Lharefore,
not 8 mepre concept but is, in fact, on insvitabls necessapry
for Lhe wvellebeing of the compeny itself,"

In India the developsent of a distinct aansgaeiel siass
has not tsken place. Ouring the relgn of ﬂmagmq AQency,
“amnaging Agents though cleimed Lhamselves as sonagepbal saperst,
in practlice thay reprasented bhe contpolling group of shoree
holders of the compeny and the divorcs betwesn ownership and
aanagonent in aannged companics wes soge Lllusery Lhen seel.
As sn alternative fora of asnogement Lhe systos of ssorstaries
ong Lrossurers wes introduced in Lhe Companiss Ack, 1858, Bt
in vain, the nav systen of ‘tearstasies and Tressuecrs' would
agnly help the managing agants Lo put an & nev gapd rﬁulunq
the sbolition of this systeom slong with the abolition of Memaging
Agency systea on snd froz the 3:& dey of Apeil, 1970,
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Aftar tha mmm of sansging sgengy systom, in ordes
to cape with the conplexitiss of sodern businuss, sore and
mors peofessional people sen taking up the position in compenies
peeviously hsld by owner manager. In our sapepical study of
the pattsen of sansgeaent of T5 co_nmxu. oupr hypothesis hed
been veeifisd showing the grovih of prefssuionsl sanageaent in
rocant yaars. The bold step that hod been taken An Indls An
Lhis metter in the Companios asendeent Act.of 1914, provided
for Lthe compulesory appolntasant of s company seccstary in the
compeniss having pold up capitel of Re.25 lakhs or mors. This
proceas of mnn&man sation of sanagesent asede to gsrey
forvard,

Acaording to the Sachep Cosmittse ‘thare sss certain
aroas vhich ars beyond doubt within the cospetencs of profe~
ssionally qualificd people but instances aro not rage viwmps
profeaasionsl approach has boen davslopsd and spplied by pseple
vwithout professionsl qualificetions bul having considesable
supspiencs.’ Therafors, while defining the tsra professionsl
mansger Lhe shove commiltioe has teken into ascount Lhe aleasnt
of speciellised knowledges as well ss specislised sxperiencs.

"The movement towvarda professionsliisetion of Lhe tap
agnagensnt structure of lapge cospeniss s bound Le getihep
somentus. This Lrond hes been sided particulaely by the sser=
gence of s steong public sector in a0 far es recrultaent is
sade in publlic undsrlaking not on the basis of fmly but on
the technlosl snd professionsl compstencs of the cendidetes,” T

14 ap.u. s Ops Meke Chonging Pattesn of Carporate
* nogemont, Vikss FuBlishing House Pyb. Ltde New Dalhis
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indssd, )L ias ofban assertad by many welters on the subdject
that professionsliisstion of mansgesent Ls 8 concositant of

the pubilc sestor in Indim. o

Accarding to Dp. NeKe Sengupta, the intsschangs of
services batvesn public snd privals seciep undeplakings by Liw
professionsals, the Indianisntion of FERA Compmniss, the aspsnimg
of profeasional Anstitutions will help Lo enhance the meveseni
towsrds peofussionslisstion of company ssnegesent in Indle.
But, the guidelines Lesusd by the Company Lav Soard regapding
cailing of ssnagerizl resunuration will stend in Lhe vey of
prafessionslieation saovesent. This ssiling of asnsgeriel renu~
naration vill not in sny wvay effect bhe intesrest of Lhe owmer
asnagers ‘vho hove othor weys of compenpeting Lhessslves from
thae company Lhen by ths sore drowal of officisl resunepstion,'

In this respect, it is varthmentioning bere thet Lhepe
e growing teend saong Lhe yowngesr members of Lraditionsl
businass familles taking profsasionsl qualificstisns in opder
to equip themmelves to take pert in ssnsgessent with modeen
sciontific knovliedys,

Dg. NuKs Sengupls cbserves four nerms essentisl far Ltie
profensional ssnsgeps ~ s bady of eapirical Wowledge, Als
spplication in the day-ts=dey pursull of Lha profsssion, »
cods of conduct formulasted and enfopasd by the repressnistive
prafessional institution and lestly a pervesive nen-propristory

AR - "y __J

18, Chatt 8 Py "H-naﬁnnl Revolutlion An Ilndia ¢ o
asonment on its charscter end contest®, Part I Indian
Manggemant, March Apeil, 1980,
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or nonvhepeditary intarsst In the orgenisetion, The last nora
is lspogtant in the Indisn gontext, bubl sush nol be vieusd as

s sins~gquo-nen for profassionsl M.“

Dps ReKe Hagard in his ssticle Menagement 3 Hesedilapy
ond professional states "one of Lhe business groups in Indla
is h&ﬁng s systes of flnangial control, which probsbly is one
of the finest systess of contgol anywhere An the vorlds"'! He
aduits that the sanagewent iz conducied with teustad kins dub
st the poms Lise thaps is nesd of the rise of Lhe professionsl
sanagonent. Accosding to hia “vhat is required As to keep the
hepaditapy principle on a family basis such that ons does net
think of the haredity of Lhe sams fomily bul of asore snd oore
familios coaing Anto Lhe plature mo Lhet ons gets = auch brosder
. base rather then one restrictod o @ fev alons.”'° Dp, Hesari is
of the opinion that like bare footad doctor, persons having
practical axpsrience An peofession asy he sppolnted In companise

faor professional work.

Though thare is Leubth in Lhae atatenents of bdabh Ors NeK,
tangupta as well as De. Heserl yol Lhey seems to be conssrvatives
snd not An fevour of structupsl chenge prequirsd to be mede in
tha company sansgessnt in Indis,

Justise VR, num lyer states that the carparate

- AP

16, Upetit. ‘.Songxm. NeKs Changing Patispns of Copposste

'k Hezarl Dge RpKe Article 3 Manasgesent 'Herediter
*  Professiona 'é;u Tohed in Chartecod Seareiay Volets
NoesBy, June,

18, lbid,
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secter which owns snd contpols the asterisl resourees of the
cauntey snd plays a donlnant pole in the sconowy, regulres
professionals such as conpany sscretary (o sch dusl eole <
cosaunity cossitment which askss Lhe coapany a vital fector
in Lthe progress of a nation = being an inside of Lhe compeny
vibreta Lo the wevs ~ length of the countey's intspest. Fro-
fassionsl sfficlency and trus indapendencs ars necessary to @
professional including a company ssoretery to ha wilh legal

perotsction agsinst arbiteagy eeuunaon

The success of o company today depands on the sffisctive
ashagenent of Lis men rescurcen, svellable funds, machinapy,
technology snd other fev factors that sey heve asde some pels
Lionship with 8 particular industry. Corporste business policy
and steatagy for asch compeny is generally forsulated taking into
considopation of thess fagctore.

Though sll the mlan have e declsion making machinepy
Lthay sre seeking professionnsl help for the correct feplonenta-
tion of ppevicuely plonmed activitiss and for aoniioping thelr
progress to coreect irregularities. in indla, nol sush Lhowghh
is slvays given to systemstic approsch Lovssds Lhe forsulation
of ssnegensnt psellicy sithough seny spe adopting processes of
discrstionary control vhich would halp thes Lo fight the constent
hucdles spising out of the changing situations of sur counley,

Hany orgenisationg have the honsat desire to sffent

L e R

19, lyar Justiece VeRs Kelshnan Aptisle the pole of Coapany
ssarstagies in corparste mhgubnm in Chartared
Sesratary, Vol.X; No.6, June .
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professional business desisions for the best ghences of sur=
vival, but lack of pepources for avelling of the services of »
professional aay negate the chances of ovescoslag Lhe profe~
asicnal huedlies.

Judgenent rensins & necessary considerstion for eny
Paorscasting sebthods A good snalysis tekes ssversl steps to
coaplates end includos saversl coapensnis. A profsssional
asxpert has to esek Lhe psefect balance Latuasn the cost of
application and velue of results. IL has boen obssrved that
aany naw projects result in a fallure bacsuss of en ineffective
projact senagement, A dynanic professionsl organlsational
structure is nasded becauss AL assugpes a Pras flov of Adeas,
uppros;rlato tachnalogy input, co-ordinates operstions end
cncourages bsttar decision asking for ultimete sucesss, whon
sich apganl setion steuctuec is found to be absent An indusielisl
organisations proper orgenisation msnagesmsant sudit should be
initiatad snd continuad.

ln a devsloping cconony like India the organisetions
often are sssociasted with complicsted probless. Gone are the
deys vhure anyons having sdoinistpative flale sould senags an
tndustey. The situstions have chengsd and scesedingly Lhe siyls
of sansgescnt has chengsd. Appropriste sansgesent technliques
have boen svolved to fight varigus constraintse. while ssme
orgonisations soquire such profassionsl steengih through
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establisiment of thelr own sst up, sone prefer Lo scquize Lhe
sene through consultants,

The Govapnasat should protast Lhs intersst of despendebls
snd professionsls since this skillad profession can only convest
the prosant industeisl acene Lo e highly dewelopsd onae.

3.28

Four our formet of the Multlple Two-Tiepr Bosrd ithe
profassionsls arc inevitsble pert. In Lhe policy board Lhey
vill coms ss noalnses by Lhs Govepnaond, finsnciel institutions
ond banks (sithep saployas of thas noalnsting bSody or outsiders
daputsd by tham) on part~tine basis.

The sxaculive bosrd will by consbituted with Lhe profe~
ssionsl omploysss having vest sxpaplisncs, upte-dats knowledgs
of modorn Lechnique of tLheir discipline and pover of taking
individusl indspendent judgement. This boagd will be pesponsl~
ble to translets into ppactice the bpoad declisions taken and
principles fornulated by the pollicy bosrd.

The fanily members Lif ¢sn prove themselves s efficient,
sxpsrt, sincere end eaquiped wiih nadesn knewvledys of Lhelr awn
diseipline vould gol & change Lo the beard. In other woeds,
only fasily connsetion, and background, leysity or repressnistive
of the visible op invisible fasily or group or Mereditary
Ainflusnce will nol be considersd to Laks Lthen in either of the
tvo~tiar board of disestors.
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In this vay, professionalisstion of company ssnegmment
vill being in sea change of tLhe povsr preblen which petapded
the grovih of seonoay far & long Lisa 1o Indls, The new in

buslt structure of Compeny Mansgesent will improve sfficiency,
ralise production, reduce cost of pradustion, prosste investammt
and eavings, qenarste lapgse revenuss for Lhe GCovernsant,
stisulats privote initistive, undeptoke social reeponsibilities,
uphold public Antepest snd check and contpol foul play of lsrge

businsss houass,

In the next chapler we shall desi wilh the provisions
undar Indian Constitutions Lo regulats businesas in gonspal end
conpany asnogesmsont in pegbiculer ¢
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GHAPTIER=IY

Constitution ia the soures of all lsws including sconomic
palicy formulstsd by @ cauntey snd netupally it sxsels grestest
influence an Uw logel sspogts of Lhe ssst lapoptant businsss
apganisations 1.8, Company and Als semganent stpucture. In
this chaples ve shall fpy to &m the mein provisions of the
Constitutlon of indie with ite upto~date seendeents including
some of the courts’ deulsions relovent Lo oue oconomic pelicy
and lsgisiation, the policy of Lhe Gavernasnt of India so far
adoptad in this regard and criticsl raviev of tha 1984-85 budget
which is supposed Lo be most lidagel regarding privels Anvestissni
in oscononic fialds., i shell siso Lty Lo evalusta hov fer the
pulicy of tLhe pessent Govesnment is in consonant with the
principles ledd down in Lhe constitution of India.

The indian Conatitublon is bawmed on Lhe concept of the
soclalistic weifare stete. The Frasable Aiself dealsces thst
the ala of the Stats smong other things is ts secure Lo all
citizens socinl snd scongala justice. With Lhis snd in viey,
the Constitutlon contsins nuabes of provisions which sspovsr the
Stste nobt only to Intarvena An privete business, but alao to
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coosence snd conduct businsss units wndesr Lbs swarship.

The UOirective Ppineiples of Stete Folicy pelsting Lo
socinl snd econoaic sstters (Articles 38, 39, 41 - 43 gnd 43A)
discarded the docteine of Lalssez~faly and asladlish Lhe poallcy
anabliing ths Governaent L0 pegulats and contpol privste business
in a drastic asnnsp. Spocisl refessnce can bs made rFegesding
Articles 33 end 39 -~ Lhe forast daclares thet the Ststa shell
strive Lo prosole the welfare of the pesple by sscuring and
peotecting ap sffectively ss At sey a socisl order in vhich
Justice socisl, sconomic and political, shall inform sll tho
Anstitutions of nstionsl 1ife. The later directs that the
State shell in particuler dieect Ata policy towards securings

a) the citizens, sen ond vomen oqually, hevs the pight to
an sduguste mosns of livelihood;

b) the ownarship snd contpol of the natursl resourcos of Lhe
comsunily which sre so disteidulad as best Lo subserve
the coamon goodp

e) the aporstion of the sconomic systes vhich doas not
romslt in the concentestion of wealih snd soens of
produgation to the goomon delpiment)

d) squel pey for squal wopk for bHoth men and voneny)

a) the hesith end strengih of varksrs, aen end vomen, end
the tander sge of children are not sbueed angd Lhet
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citizens sre not farced by ssonomic necsasity Lo enlee
svacations unsuited Lo Lhelp age or strangihy

f) the protection of childhood and youth sgainst axploite~
tion snd agsinst moral and saterisl shandonaont.

Of thase provisisns, particulsely the provisions (b) and
(e) are realovent on Lhe basis of vhich s nunber af specific
lave or policy ssamires have besn adopled sffecting business,
tuch ppovisions age driving force which led the Govesnment Lo
netionalioe asny exlsting business concemrns or vesting the
buainass of Lhe pplvate Mp in ststutory public Corpora~
tions sel up under public msctors In Geceaber, 1554, Govermaent
sdoptsd tha principie Lo lesd our sgonamy on Lhe path of Soclellst
‘stiern of Soclisty « which itself sxerted grest influonce on
scononic activities in our countey, As fop aseapls, specisl
refaronce can be sade of the Article 43A which ststss @ "The
ttats shall toks ataps; by sultable leglisistions or in sny
other wey, Lo secure Lhe participation of workers Ain Lhe ssnsge~
asnt of undertakings, sstablishasnt or othee organisations
engefed in any industey.” Any objsction sgeinst Lhe veskers'
participation in the asnagement of coopeniss §s unconsiitullonsl
and in our suggestad forast of now asnagement structure, ve hove
given due regapd to Lhis lasus,

Listas I and 111 An Schedule Vi1 of Lthe Indisn Constitution
contain a number of provisions for control and pegulations of
aconomy which are worih oentioning.
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Ites numbers 43 ta 52 of Iist I are sere relevent for
ths Cospsny Menagesent, Under ites 52 of lisk [ Govarnwent ia
espovered Lo conteal industey, under item 42 and 43 of list 11
Gavernment can pegulats inter Slals Cosmerce, wnder ites 33 of
1ist 111 Govermment can control products of conteelled Andustey,
iaported goods, msnd japortant rav naterlsls like cotion snd juts
ang under Lben M in list 111, At cen contpol pelcass In othep
words togay GCoveprneent onjoys wide povears to regulats not only
trads, induslpy and commerce bul also thes atrustupe of business

firns.

The fundewental plghts enusesatad in Apticiss 14 snd 18
are subject Lo ssveral resiriciions smpovsping Lhe Govapneent
the right to mske laws for the pubilc intepssi, Ths restrice
tion has slso been made on Lhe rights of the citizsns to scquies,
hold and dimpose of property of Lo cepry 00 B0y secupstion, Lrede
or businass. Our Constitublon styives to striks s belance
betvesn individusi libesty snd sosisl contrel. Prios to the
avard of the Suprome Court on nstionallisstion of benk in 1865
the legsl viev van Lhst by snasting statutes, Government used to
Laks svay the pights givan by Constitution, Soon afler Lhe
Constitution came into belng in Lhe ysar 1350, AL vas proalised
that Article 19 1 in contravention of Lhe Directive Principles
of Stste Polley, resulting Constitution (Fleet Amendaent) Act,
1951 by introducing Article 19 (1) sub cleuse 8 (41) which
suthorisss "the careying on by Lhe Stete se by s Corporstion
owncd end contegllied by Lhe Stata, of sny Lrade, busineass,
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Sndustry or ssrvices, vhether b the exalusion, compleis op
partial, of citizens or othoewise.®! In arder Lo meteriellss
the peinclplen enuncisted in the *Direstive Peinciples of

State Policy' Governmeni has nstionslised msny entsrprises end
created public institutions in & nuabep of flalds like insurence
or other commercial organisations opepsting side by alde with
privetaly owned organiastions, By virlus of Lhis asandeent

it Ls possible for the Goweenmsnt Lo Antroducs sacislism by
sbolishing the privates sector sitogether, in Lhis contexi,

sema importont judicial reforences are waclh aentlioning here.

In Sealsara “¥o» Stete of Sonbay, 1851, S.C.R. 882, the Cousrt
held thet Af & lav s:eks Lo carey outl en objest in pupsuance of
the Dlesctive Frinciples, it cen not be celled unconstitutions]
sven Af it offonds a fundamentsl right, far vhat Lhe Stato i
roquirad by the Constitution iisslf to do, cannct be seid to

be unroasonuble a.5., Article 43 (Minimun vages), Articls 47
(rasteiction on sale of liquor stes). In the fasous case of
Subadh Copal =VSe Gawernment of wWast Bengasl, 1954, the Supreme
Court hald that "under cus Constitution the laglislatura posesssed
» lacger seasure of police gower than whel hed ssclivr boen
supposed. Nevorlheless, the Courts have Antervended in Anmumer~
sble casts and invelideled Stats pegulatory sessuses on Lhe
geound thel thass vioclsotsd Lhe Constitutionesl Guarentes of funde-
sentel rights, Out onces the lagislstuse has prooesded to plug
the loaphales sand snact s new lw the sttitude of Couris had

Te De A end Sen amtn NoKsp GOovepnamnt snd Susinsss
g:‘g 18, Allled Agengy, Caleutle, Isk. Edn., ‘m’

»
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nat genspally bsen one of confrontabion, but of defence of
the wisdom of the legisistues."®

Soversl smendments made on Agtlels 31 C(Ist., 4th, 7th

ang 25Lh) with the object of Lhe fulfilment of Agticle 38 for
asking sffoctive contprol of Lhs ssterisl gepcupcos and semnp

af production and for trensfer of cwership to Lhe State, Bub
asking 4th saendnent (1955) by resasting Arkicle 31A, provisions
have boen asde, smong othap Lhings, for 3

1)

2)

3)

4)

taking over of Lhe sanagenani of sny peoperiy by Lhe
Stete for o limited period in the public interest o
for proper oansgeaeni

anslgaastion of two or sors Cogpopstlions in Lhe public
Antarest or for propop mensgement)

the satinguisheont op mudificstion of any pighis of
aaneging sgents, ssnaging directors, dirsators sta. or
of any voting sighis of shapsholders, o

the extinguishment of acdification of any sights asising
out of eny agesenent, lesss or licenge in gespect of mny
sinersl op aineral odl, and no lav regarding the sbowe
shell bo vold on the ground of Anconsistonsy wilh the
rights stated in Articles 14, or 31. For Laking suay the
priveats gwnership by the Governseni adequats cospengstion
is requized to be peld vhich is squivalent to the value

i

Subodh = ¥5 » State of wesh Bengel
Aol Re (1954) tuprome Coust 170, ’
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cfmpmrtyulunﬂﬂnm.’ By assking 284h

eosndeeni An Lhe year 1971 and by intpoducing nev
Astigle 31=C which substitutes the wopd 'cmuum'
by ths word 'Anount’ and provides that eny lev which
soeks Lo lmploment the dirsctive principles in Articles
28(b) or (o) shell be volid on groumd of baing ingansise
tant with Agticles 14, 19 or 31, end no lev which
declaras thet it is for giving effect to these peinciples
shall be schallisnged An any Courd on Lhe ground that At
doss nol give sffect to this pollcy. This change over
of the Constilution hes besn sade on Lhe background of
tuprems Courts’ judgeasnt steiking down Lhe hanks
nstionslizastion. 42nd ssendeent (1975) confers Lo the
Farlisaant sovopsign powepr to smend t(he Constitution and
declares this powep ss bayond Lhe judicial review,.

Apert from the sbove Canstitutionsl provisions Pest X111
(Asticles 3501 = 307) of the Constitution contsins some vitst
rulss ragspding teade, comnoece snd intercourss within Lhe
territory of Ilndia. Uf Lhass Apticlies, Article 306 had been
repsaled. Article 301 states thet subject Lo the othes previe
sions of the Past, Lrsde, commerss end intepcourss theoughoul
the Loeritory of Indis shall be fres. Asticle 302 stsies Limt
Paglisnent asy by enacting lev iopose such rosiristions on
the fresdos of Lrade, commercs of Antsroourss helvsen ons siste
and snolhsy or within any pect of Lhe terrilopy of lIndis s

3. Cooper VS Union of Indis A.d.R. 1970 S.C, 5684 (808,814),
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mny be pequipsd In the public intepsst. Article 30X(1) impomes
rostrictions en the legisletive povers of Lhe Unlon and of the
States vith pagard 4o Lrsde and comssrce. Astlcls X3 (2)
stabes thst nathing in clsuse (1) of Asticlie 303 shell pesvent
Pariisment from naking sny law giving, or suthariaing Lhe
giving »f, sny proefeponce or sehing, or suthurising the sshing
of, eny disceisinastion Lf At il doclared by sush lav that AL
As necessery Lo do 80 in the purpess of dealing vith o siluation
arising fron soarcily of goods An sny paptl of the Lepritoey of
Indias According Lo the provialons Cl. (a8) of Article 304
"the principle of frasdos of intep-stats tLeade wnd counerce
deglared An Asticle 301 As wubordinate to the State powse of
taxing Qoods Lleported from Lhe sister states provided enly no
discriaination is made in fevour of similer goods of locsl
ordghn.™ Artlcles 3M4(b) allovs the lagisleture of Statss to
iapose such reasonabls pastrictions on the freodon of Lredo,
conmerce of intarcourse with or within Lhet State as asy be
raquirad in the public Antarest,

*A lav imposing & *Selen Tex’ s, in Ats pith end
substance » legisletion under Eatey 54 of List 11 end not under
the Entey relating Lo teads or conmerss sd does not thegefors,
roquire the prévieus sssent of the Frosident.”> Articles 306
states Lhet nothing in Agpticle X1-303 ghall offeet tha previ-
sionp of any existing lav sxoept in se far s the Prssident mey
by order othervies provide, "Thus in view of Apt 305, it is

4,  State -f Soabey VS United Molorse AeleRe 1863 S,Co 252,
5 VS Stets of B (1863) B40eboRs
¢ S Paty i S - wal ’
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not possibls to contend that the Molor Yehicles Act, 1838, i
\nvalidsted by Art, 0K° “RAules mads under tha Uefence of Indis
Ast and continued by the Miseellensous FProvisions Acst (XX ef
1347; form the axisting lay and hence, ordues sade Lthereundaer
ape nol mu’f’ Articles 307 aspovers perilasent Lo appoint
wtmui fnr careying out Lhe puppose of Apticles 301 te 304,

in paslity Indien Consbitution hes astablished 8 alxed
coonomy whege privata undeptakings seo aslloved Lo aslalsin
thalr existancs but with sorious pestrlictions end limitatlons
under Apticles 19, 31, 302, X3 and 3M, Article 19 (18) confere
wids povers Lo the Govegpnament in Lhe nase of public Aintersst and
ctate enjaoys vide suthorily on Lhe ground of Lhe general, soclal
and egonoajc polliolios of the Stasta, In Lhe fasous cose Dvark
Frased VE Stebe of Ul.Pey 1354, ths Supremn Courl declared that
a8 rasteliction is ressonsbie only whon there is s proper balence
between Lhe pights of Lhw individusl end thase of the sociely
betvesn his fundsaential pights Lo fresdom and Lhe oves riding
nead for social contpol and public intepsst, This peincipls
Ls folloved sincs then, |

Under Lhe constitublonsl framavork it 1s interesting to
discuss hov thes Government regulates privets Industey. Op. NoK,
Sengupts in his spticle = Governeent Regulstion on privats
industey ~ an intammestional comparissmy stotse -  "For noarly

8. Motilal VE Utlap Peredesh, A.l.R, 1931 AU 257 (27Q) 3t4
r.a.l CeSaSe Molop Sepvice VS State of Madres (1952)
2 Mol.ds 694 (1994),

T Govarnasnt of Mysore VS Mehanta (1951)8 D.L.R. 44 (Mys,)
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& quartsr of a csntupy nov Indie has sxpselisanted with the
ragulation of private industrisl devslopsent through a auliie~
tude of sdministrative contpols oparated by diffepant Centesl
agencies under different laws and policies vith sn innlstence
on sseutiny of alaost overy single prospect of significence,
Apapt froa Lthe direct conteol saxepclised by industrial licencing,
thers sre also Lhe conteols through cspltal goods lapoet |
e¢leascence, foreliogn invastasent or eouaberau;;\i :Cl?;f;:u.
control over Lhe antier vhich conforss to ths lald down by the
Gavecnmont priorities and the “onopolies and Hssteicted Trade
“pactices Agt, The daalared cbjectives aro to custr the avils
of private sntspprises snd Lo sakes AL confors to Lhe Governe
mantally lald devn priosities snd the avepsll goals of sociel

and acononic junuem“s

Dz. Sengupta has stlacked the procaducal cooplexities
of licensing stec. and given illustration of i‘sanderin typo of
adainlstrative quldance and suparvision followsd by Japsnese
and South Koesen Govegnasnt in opder to ellminats sll duplica~
Lion of vork as evidenced in India for stessalining the adeinis~
teative process and the cceetlon of s unified systen for deal-
ing with f{ndustey as & vhole.

Howsver, many perwans hold the view in favour of Antpo~
ducing sore ssvers ragulations to sxepcise control over businegs.
dn Lhe conteery, Lhere sre seny who think thet thers Lis no need
for such conteola. As 8 setter of fact ssny palicies and

8 Sengupte, DFe NeKey Article -~ "Gevepneent Regulgtion of
Frivate imuty = An international cosperison,’published
in t and Susiness in Indis, Dascupls A end

wm NeKey Allliad Hook Agency, Caleutlae, Edn., 1970,

L ]
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conteols have brought & heayy senas of dissppolntaent in busi~
ness, Govarnasnt slso ia svare of the .aud for soss libsrali~
sation of conteol and ulauum' of regulstions in ceclaln
arang e vall as for stresmlining Lhe procesdures.

The polisies for Lhe intspvention ere forsulsted within
the framevark of the Constitullion of Indis, the Filve Yesr Plans
and the Industrial 7olicy Resolution of 1948 snd 1955, “Thepe
$s hardly any sraes of business sctivity sffecting soclal intsrest
vhich is not regulstsd by the Govepnment, and it is well -~ nigh
iapossitile for an exscutlve Lo nske any declsion in such acoe
without being faalllar with Lypss of controls and thelir lmplice-
Lions."® This control has becoms necessary in & countey, 1ike
Indin vhepre thage ip preogence of o strong business class in the
countey, the dominstion of privats industey for long with acqui~
sltive intepest. The Cavernmenk's concepn about shortage of
resources snd its detersination to davelop s patisen of sconomle
development with clear objactives are sufficlient psasons for
ths Covernaent Lo exaecliss closs contpol Lhrough various ssapupes.

we m:nlly do not suppogt the largs varlety of sdainie~
Lrotive control messures some of which have further gone on
aultiplying Lhemsslves, snd caussd doteimanial sffect for the
growth and davelopment of the country. Susinass hes dafinite
role to play for the benefit of Lhe countey. "The Governaent
has certain dofinite sapectstions from business. Une sapectetion

- —_— ————

9 Upsgit, Dangupte A and Sengupta NeoK., Governmant of
*  Gusiness in india, Pe318s e
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of the Govapnaonl 1s Lhat businesssen vill not resort Lo res~
teaint of trade, hospding, commering, sdultsgstion of products,
unreasonable price and othap unfale practices., The other
expectstion is that business vill co-operste with Lhe Govarnaent
in respoect of all policiss for Lhe sconosic end socisl velfage
of the cwntrr.. Simllarly, the business expsctation is thet
nothing in Lthe policlies of the Governasnt should disturd the
growth snd continuity of business in & major form, ALl these
ars mutual expestastions, But the celationship detween the Gowt.
and businoss which As becoring more and aore direct on sccount
of ssveral policles snd messurcs of the Governaent i1s not one
of mutusi undautmdmg.'w

This oisundorstanding and alsteust cesused ssrious sffects
onh business houses visg~pevlg coapany, oth Governmeni and busi~
ness housss should come fopvapd and Lake Lhe Lask of joint
vantura for the uplifitsent aof the countey. Such gap between
the Government and business houses is not to be bridoed ovee
but removede Oubt At is certain thet Lhose who criticlise Goveen~
aent ragulation and controls forget Lhe sspiration of the paopls
of Indls which is clesrly indicatsd in the Constitution of Indle.

In conclusion it gan be sefely arguad Lhat the Goverrasnt
has gobl conptitutional rights and responaidilitlies Lo send Lhels
rapresantatives to Lhe industelics for Lhe casuse of public intspest,

Mpe EsloNe Simha, Directos of Lhe Instituta for Finenois)
Mansgement and Rassarch while forvagding Lhe book 'Cosrpurete

10. Upetits Doagupla Op. As oY Seonguptay Dp. N.K, Govepnmsent
sng Bu;lmn in xndia..P-m. ’ o
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Mansgeaent. snd Agcountabllity Tovapds s Joint Seutosr' atstes,
"As regerds the peguletion of ths peivate sactor, the Leouble
in the countey L1s not lack of legislstive suthopity but
unwillingness eng incapacity to sdainister Lhe laws. Jut the
privats ssctor must ceform Atsslf in o spiedt of enlightensd
solf-intsrast,. A senss of trustasship should prevell in private
seclor asnageacnt, which ausl also aeke profite on Lhe bsals of
efficiency, rathap than nonopolistic and unfsls ppectices.
Froa the sodest contgacts which i have had vith privates sector
managesent, 1 should sey Lhat while ths initlisl resction of
managensnt. of any proposal for refaro is not quits fevoursble,
there in 8 gradusl villingness Lo Aeprove. Thero 1s emple
svidencs Lo prove that privets benefit and pudlic good can be
harsonised. This process can be spasded up by independent
dircctors with ascadeslc snd profeasionsl bmkgrmd.“"

4.3

The lapoptanca and role of Dosed of Dleectors in Lospany=
ianagensnt in Lhe overall economic davelopasnt of sny counley
pagticulerly for safejguserding the integeslts of diffecent consti~
tuents of Compsny is beyond crilicimwe, uUndep Lhe present sacio-
scononitc conditions vhen Gavernagnl Lo trying to Pulfil Lhe
aspirations of people to glve soclial Justice in apdep Lo establish
soclalistic gatlesn of saclety, Government's involvemsnt in
dusiness oGlivities has becoms lnevitable., To find out Lhe
assng of achlsving saciel justice, conteol and constraint have

e bl .y

13, g::h' &.L:N.g vhile f:::.{fi ¢ Th.ﬂoaﬁ ;f:fﬂﬂrc
agensn d Ascountabl Macaillen Cospan
of Indis Lid., Ist published 1374, Peviil, d
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besn instituted theough Compeniss Aot, 1956 snd meking amsndments
tharsaftar and foraulsting other ensciasents relating Lo Lhe Com=
paniea Agt. Voo such control may gensrste ssny svils like tax~
cvasion, divepsion of fund, accusulstion of blsck asonay, ete.
“racticelly in coopetition with the officisl money in clrdoulatlion,
black money Lis cleculsted aors. But it essn not be lnvesled An
the trade, industry and coamerge openly. It say be uped in
various vays to aperats Leansactions fulfilliing restprocsl
interests of blsck aansy holders. Thiz unsccounted sonsy is
salnly pasponaldle for uncontralled Anflation Dy ceresting tLremen-
dous siraln upon coamon people of aversye income, As » remult,
proverly, aslnuteition, unemploysent, Allitsrescy and olher sing
of huaan 1life are peigning in full swing, The industrial geowth
has been pelearded.

But the Govapnmant hoadad by Friae inlsker tat. Indipe
Gandhl was of the aopinion that contpoles have promoted industriasl

growvth,

. In 8 statemont on July 8th, 1984 Mp, N.Os Tivael, Unlion
Minister for Industries asscrted thet “Reguletions end controls
havs proseled sether than hindeged indisn Industriel devalopment
during ths last thees dacades of plmlnq,‘ Speaking st Lhe
snnusl genseal asating of Lhe tHindusten Chsaber of Comssrce st
Madres, Mp. Tivarl rejested the contention Lhat gegulstions and
controls had stiffed industrisl devolopment, Referring to the
currenl economic crisis being faged by same of the Latin Asssicen
cauntrise, ha pointed out Lhel Gavemmments in thesse countries
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iure now sepiously contemplating conteols and peguiations Lo
pull thea osut of Lhels moss. Mr. YTiverl ssld Lhat ihe choles
vas clear = whebthep Lo heve contyols snd regulstions after Lhe
soss of whether one pesoriesd Lo contpols in order Lo avied o
msess, Indla had chosen the latisy path ond had bosn proved
righte: This had boen recognissd by sven Lhe intepnationsal
Monetery Fund. IL is ostisr of satliefsction Lhet Indis schievad
s large ssasurc of sslf sufficlensy Lo provide Lhe capsblility

to sustain the future grawlh of vital segtors of the my."

The shove is not 2 biased opinion. Ald=indis Consarilve
mosting in Peris in 1384, vhere 14 counteiss of Lthe world sceem~
bad, avarded Indis's scononic performance with high asrks and
optimiatic forscast. The Tirst thrse ysars of the sdjustaont
progesoms yvitrnegasd o historic beesk Lhpough. Indls overcense
from its Lraditional congtesint of a 3.5 pag cendt growth pate
and roachad a new lsyzl of 5 pesr gant. And growbth pats during
the last quartor raschad ss high as T per cent. Ouring this
short period Indle recorded desamtilic inassese in cpude oil
production which alaost doubted from 10U.85 silijon tonnes in
1980=01 to 2G.2 million tonnes in 1983~84, The shero of all
iamport In total o)l consumpllon declined fronm 68 pep cont in
1380=81 Lo anly 27 por cont An 1983~84, Finsncs Secretspy
Fele Kaul called Lhe incrssse in domsatic oil production the
single aost iampoptant factop in bringing a tuen pound in the
balance of paymsent situstion, Sut thope ves an squelly importent

- - —d

. The Economic Times, Calculis on July S, 1984,
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vindfall Lhat holped renitiences fros non-realdent Indiene to
indian benks Lhot had svapaged sboul Re,200 crores, Juaped to
e vhopplng Re.800 crores in 198304, Real invasteeni in
ensrgy and banslc infrastructues seotors, slihough lover then
initial plan tasgets, incrsased st substentislly higher luvels
than in previcus ysars. Hoppsr sleo noted thet Lthenks Lo
exturnel debt sunagowsnt, Indie sucoseded in palsing its

growth rste without sndemgeeing Als high credit Wmsa.m

HMes Pesnab Mukher jos, Lhs then Flnencs Minlstar of
Indis niso unfoldod the rasy platurs of growth of the Indian
sconony An hia seticle publishad An The Leonomlic Times,
Calcutta.td

The Nationel Council of Applied toonomic Ressarch, in
its reviev of Lhe indian sconomy, ostisstes Lhat econoaic
Qrowkh pete faor 198384 may go up Lo 83, sgainst Lhe 6T
sstimnted in the pre~budget Cconomic survey.

In this cmcum. it i worthaentlioning tha fect that
2 asrs Ancrease in the GNP Ja nol nacessarily an indicetion
of happiness snd velfars of Lha nation,

Actording to Justice Sacher, in 197T+78, 309 allllon
pesople had deen bsloy stapvation level (assns Re.2.16 Lo ppend
par capits per day in rupsl sress end Re.2.50 in urben aross)

124 L-tht feom Wgshi CALd India Cmmum) Pat. on
hockg by Inderiit ém" 80 INOIA TODAY

Asgust § 384 (Magazine).
13 Aeticle ‘acope fu ssiter th pata' by Mg, Frensh
" xumap Too, former Unlon Finance Minister, published
in the 'Ccondele n-ua. Calcutts, August 15, 1584,
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An the pricos of 197118, The disparily betvesn Lhe pooe

and rlch is increesing day=by-deys "illlens of peaple sre
uneaploysd snd creste a colossl probles, Under sugh conditlons,
Lhe corporste sector has got the responsiblilitiss to solve

sueh pmm“

In this contest it is necossary Lo discuss the pelicy
of the preseni Governaent which is suppossd Lo be the psolicy
of 'libarsilsation’ end ‘privetimstion.’

4.4

1t is poportsd thel Ppiace tlinister dirscted the Cablinet
Secretary Lo vork out 8 systen by vhich 'single vindev clear~
snce' could be effectad in all setteps vhaps the Gavernsent
had Lo desl vith the public including industrislists, The
dirsctive camms during a saeoling Lhatl Lhw Prims Minlster led
with 42 Sscretariss of the Unlon Government. It wes pointed
out thet in the vorking of the Govegnment thops wves lsck of
covardination batwesen vapious alnistriss end vithin the alnle~
trias, The peupls had Lo go from ons plaece Lo snother end
fron ona plagcs Lo snother snd fron one person to snother

soversl times to get clanm.'s

Another hopaful direction given by ths thon Financs and
Comnaroe Minlster, Vishwenath Prastap Singh on 264h February,
1385 assured lndust.ruluts of stebllity in fiscal snd Leode

14, Seches Justice Rs me Agtigle, Corpunu Lows) offecst
on the geowth of porsts tht nﬁum in tered

Searetary, Vol4Xl Nu.i January 1

15, A Repork » ing in Lhe Flnml Euan ao-u
dune 2324, $988, o8 ye



232

policies. Morsaver e agreed Lo raviev Lhe cleassance pollcy

s0 ap Lo naks it mesaingful. The budget for 19685-8G placed

by the the Finencs Ministar Mp. Vishwenath P Singh on the 1Gth
Mapgch 1985 gave basket of concassions to the privets corporste
ssctor, asinly designed Lo reducs rigidities and lmprove Lthe
snvironaent of industeial growth. To mention s few, Leenty
five Andustries heva boen delicenmad end the values of asssls
of large industrial houses for puspose of MRTP Ast saised from
R9.20 crores Lo an incredible saount of Res100 creres; Lheroby
roflacting the Govepnment's polities) will, Mo slso ralsed

the investasnt ceiling for the mmall~scale ang ancillery Andue-
trien snd aslmo geantad saciss duty concassions to the ssll
scale sselor. Rute of Corporste Lax in the cess of widely held
companicy vas reduced from 8585 pep cont Lo S50 per cmt._. Compa=
niag angaqad in groving and sanufesturing tsa in the Counley

to be entitled to a deductlon of upto 20 per cent of thelp
profits deposited in & npeclal sccount with tha Netionsl Cank
for Agricultural and Rupel Development. Expoctars will bas
antitled to a deduction of ssount not exgeasding 50 per cant of
sxport peofits to be capciad to o Reserve account to be utiliend
far business pronction, 1t iz ssl¢ that the dudgel expressss
the GCovernsent's aversll cosaitment to development, Lhough
econoaic engincering remsins Lo be spelt out in ‘uﬂnl srosa.
Apart Trom tLhe sald concessions the propasal for relaing the
interast paysble on convertible debsnturss of non MRTP and non
FERA Compeniss from 13.5 per cont to 18 per cent would mmsnlly
atiract 8 broader msction of investors Lo seallepr ml‘u for

jovastasat.’® .
16, The Egonomic Tiess, Csloutts Fedruery 28, 1968,
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Indiesting thet Indis vould furiher libesralizs forsign
investasnt rulas, Mp. Rajiv Gendhi the Prime Minister of lndle,
on April 15, 1985 lnvited Poreign investors Lo participate in
the high techmology ssotions of the countey's asconasye Mp. Apdf
Mohasmed Xhean, Uslon ‘inister of Stabs fer Industey snd Company
affalrs hes urged Andustirielists in Lhe sastsrn rogions Lo
besak nav gpounde and enbepr high teshnologies of the fulurs be
it alsctronics, bho+tachneleyy oc now m«m»"

4.8

OifPorant Chambore of Cosmercs in Indis velcons Lhe
budget for 1988-85 fer maveral concessions ssde wd liberellise~
tion shown toveedn the privote sootors, "A silont ravalutions,”
pays Palkhivels, on sminant jusist in Indls,.

Femous sconualst Jr, Shabatosh Uatts, while ravieving
the budget (1005-06), stetod that "sfter yesrs of inaffective
telk shout tha dasieadiliby of *plenning from below,' the
Canteal cudget has rsversed Lha angle of vision and has sdoplad
ths hypothesis that the economy will stisin sn all round gain
if the planning efforts start ot the tops This is not Lhe
thing as ths shalenobis' sedal of develaping the infrastructurs
and the commanding aorawth = glisulsnts. The Ldes now seens Lo
be that if Lhe privets industrisl seglar s glven o largs moe~
surze of stimulus = through peliofs in personel end corperete
taxation snd in customs and exciss dutiss on preducess’ goods

1. The Statesssn, Calocutis = April 28, 1385,
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snd theaugh the slisinstion of sestrictions (like the MRTF geil-
Ang on assets), oulput and saployment will grov. The nom-affisial
spokogmen fron Lhe industrial sector heve gona 2o far Lo say Lhat
it Lo “"tous socinlim® Lo sncoursge sntpeprensusship saeng Lhs
upper aiddles claps. They seoa Lo belisvs Lhal Lhe bDenefils from
such stisulation of privets entarprise ot fairly high levels will
filtsr down to Lhe lewer levals in the fore of hgher incosan

and saploymsnt. Thoes hes besn e delibersts cholze in favour of
the private sectar and agelnst the public ssctor. 1f the tax
recaipta ssarificed vere addad Lo the allocstlon of purel ecaploy=-
aent, the Lotali offorls would have been auch lapgap than what
would be achisvaed by rslessing the funds Lo tha privats sector,
psrticularly vhen it is nown thal ths whole of the relesssd
funds aay not be avallsbls for investasni, There is of course
the fact that Lhe public industrisl ssttor hes voskanad Ats cses
by inefficiency and lossss. Uub no ane has cered bLill now to
estinmate the saerifice which the wbols sgonosy hes ultiastsly

to undargo resulting feroa inefficlent snd corrupl sonagement of
lorge nusbar of privete units. The public soclter ot lesst
opepetes under public sgputiny snd is sccounlable Lo the legis~
lature. The peivats ssctor doss nol abide the questien of ssceunt~
sbility. Industriel units have been msde sick Ly migsansgesent,
sosetines unintended, bul sosetices planned s lso, lnvestasnis by
privats aquity haldars have been cosplstely aroded. Intesnsl
funds hsve not bsen gensreted snd Lhs howven of the privste
control vith public funds (liderally provided by the fimancial
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institulions) hes been crested for money. The individual ewnars
gein Prom both sides, when sny arefit Lhey clels ss Lheirs and
when thers is joss thet cen bs teensfasred Lo Lhe tsx payags
who finsnce Lhe sick units. The ceses of Prauds end Lax evasisn
that heve been sxposed ere pephaps only & swall part of the
niatuu.“ |

Sevapsl lesding econosists ers of the viev Lhat Uhe
Union Sudget for t1905-8G saeks shift in policy of Lncressing
rollionce on public ssator snd thet the impartont pole assigned
to it in the sconony was belng surtailed,

Subt the then Finsnge inletar, Mre V.Ps Singh and senlor
officials of his “inistey heve sunorted tiwt Lhere wos no quos~
tion of giving up the publiic soslor, which hes provided Lhe
such nesded push Lo the sconony,

Howsver Lha Congress perty declersad in 1885 st Lie szasion
in Oulfl that ‘these i a0 other convincing way Lo develap our
ssonosy then the vay of socksifise,’

4.6

As has been dissussed eariler that the public ssctop has
the burdan of responsibliliiy for esteblishing super structuse
for sll businuss vhother Por privsts op public sscters, reseining
undor striel conirol of accountsbility to the parliisment and
public at larga, Thepefors, they could not sble to asske as

i e S

$8 Outts, Dr. Uhsbatosh Agticle “The Union dudget' plenn
* for t.ﬁ. t;p o;saum in Lhe Egonomic Tises, delt:o
on April 8, ¢ -
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gsinful economic results es sxpested from Lham, The probles
could be sasily solved Af all the business sntepprlieas are
nationalissd snd ars Weoe directly by the Cevernaeoni sgenclies.
Bul undep present context, it L naither pomible nor fessible,
Constitution of Indis gunrantess ths sxistence of privels

sector wd thus 8 systes of aixed sconomy wilh 8 view Lo cron~
Lting velfars stete le the sln and objegtive of ocur nellionmal
attltude, Copporation to-dmy is viewsd es a social institution,
Ageording to this modern concept, "Lhe busineas sntorprime is
viesved as » complsx organisation of pressurs group, Ancluding
vorkars snd aunsgera, cCONNUBAPS: nl' products snd suppliers of
sstorisls, shapsholders and crsditors, as also the gonegsl
public. Thegeofaore, the Corporation docs nal belong to the shage~
holders only but rapeseenta a ‘Comsunity of intagesis's 'The
shageholder' i» mome one vho simply provides capital in s pepti~
culse fore to en anterpeler which Ls & distinet collestion of
intarsats in its own pight, he Li» only 5 specisl typo of

areditop."t?

Froa Lhis view emepges a distinctive corporate parsonalily
to vhich Peraf. Cslbgalth has glven the nams of 'The Teohne=
structuss’. The tachnostructurs may have gesls of its own which
any, and often yill, contflict with the schisvesani of Lhe saxisum
value Por the egquity holders: Tha Carporstion, therefors should
be aceountebls Lo all the ingredients which consiitute s Cospera~
tion,

o

18, g?"m.t ’(‘.’33 c-pull i.nnm u::s'm sosh of cmm.
Studies in Agcount Mamagesant Oeci
sion, Landon, 1988, Pe150, d




237

“"In India, ovar the lest two dscedes abhoul S0-80 per
cent of gross copposats Lnvestamnt hes buoen inteamally financed.
Anothee sbout 2530 per nent is supplisd by Cosmercisl Ganks,
developaent banks and saving institutions. The individusl
saver direstly provides only 10-20 per ceal of the funds for
finencing copporste umdm';}m Witk Lhic ssell Anvestawnt
private sector onjoys tLoemondousn egconoalc powar. The groving
dominance of the corpopata foprm, Lhe insressing declsion asking
powar of corporats ssnagement snd increasing by pessive position
of shagshalders which hevae Logether conteidutsd Lo en inceossing
congentpation of sconoalec pover of Lhe Copporstions. “lIn ladis,
undoubtadly msnsgorisl discretlon in lapostant eress, such as
size, lecstion, produat-eix, price, procsss, fereign collsbare~
tion, sto, otce., is soversly restricled by direct Governamni
contpols which have boen found Lo be gonerally Anefficient end
ean he regarded os the principls cause of copruption, both poli-
ticsl and individual, The problea of politicsl corruplion is
such sore intricate than Lt appmars at first sight, The comple
plexity of the probles srises fros Lhe feul Lhat, in a demacratic
systom, the palitical parties stieapt to collect huge slection
funds end an faporiant, aldelt disguised, source of such funds
i the big business."! Companics (Asndment) Act, 1959 prehi~
bited complately Lhe waking of any contribution by companies te
any political pertiss for eny politicsl pusposw. The objest
vas to ellalnats pover, The pessent budget 1985+85 hes mude the

20, Gupta, Or. L,us Corporsce ¢ And Acgountability »
Tovapds 8 joint esclor, Megaillen, publishad on bebalf of
the Ingtituto for Financial Mensgeasnt and Ressarch,

Medens, ist: Edn,. 195, P11,

24 Ivid, GCupts Oge LoCe Corporats Mena nd L~
" ability PP 21eg2, pos Genent snd Ascoun
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contributlion ss such as lsgelised and Lhus recsivabls ssount

of monsy due to the GCovepnsent indirestly will ge te political
party, The object is ssid Lo curb blegk meney. Much debats
has bean made as to how Lo pogulete the business by e Govern~
wonk, specislly resediss of ths problems srise dwe to domation
of the businesmen Lo politicel pasrtias, Nelthsr sirict segule~
tion nor libegsiisetion gives forth sstisfestory results.

It sontyol snd regulstion by Lhe Governsoni sce not
proparly adhaged to Lhags say genarabe copruption snd do sars
hara Lo the seonomy, Un the contpmgy “Lthe impact of the coppo~
rate ssetop on Ltha sconomy of the country is 00 grest ead oo
involved for AL Lo be alloved Lo be left slons, The sxistones
of Corporste Sector sust rest on gregulations framed in publlc
interast and acent Lo sub~mmrve public huneﬂl.."ag

wWhat Lype of canbeol Le naceammey in indis? Hap Uw
system of contgol mso long sdopted, solved tLhe coloswml weaploy~
asnt problems, Lhe probles of povepty snd Anequality of income?

In cur visv Lhe change in the very 'steucture’ snd ‘ownep-
ship viev' of the presnt sensganent should be Leltslly reviewed.
The managoment nouds Lo bs vastad Lo 8 body compessd of represen~
tativen of shars Mlders, vorhars sapleyses, consumers, finsncisl
institutiona including banks snd Govepaant. The Lwo Liar body ~
policy bosrd end exscutive besrd, Lhw former cencentrsting on
Lhe delersination of policy and supervisions end letier consti~
tut.od with profcasional nplom; boving independent authesily

g i S SN BRI 2,

X1 No.l Janusry 1983,
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to work, roally sapert, sinceses snd enperienced ~ would solve
our present peoblen, The 'sultipls twewiliess fros of besed’
vould grobebly lsad the country Lowerds progress sad davelopasnt
in oceoprdengd with the principles ledd down An our sonstitutlon,
The system of the forn hes becoms vialble Lheough the procsss

of evolution in Indle vhwre hugs sscunt of public fund has beon
invested An corporaie businoss and as 8 naturel conaRquencs,
finmoisl Anstitutions hays begeme interested Lo nominsts pro-
portionsts represontation to Lhe boards Mot only thet, this
aystea sabrages ell the good systess exparisented ond Leled
successfully in diffarant counlplies of Lhe world. On one hend
it will peduce the so auch cosplicetions of preguistiona snd
cankpol on the other hand IbL will reduce corruption d encourage
iiberclisstion. s support the liberalisstion aovoment of the
Governmant with precondition of restructuping the top ssnagement
of companiss under the aysten of mulliple systes of twe-tise
board dbut not privatisstion, The systos of suliisla=tvo-liee
Soard aight be applicnble both An public svd priveis seclor
undertokings with peofit,

4,7

The sdoption of proposed stpuuture of Carporste Mensgement
i+0¢ tha systan of 'sultiple~tvestier boerd’ would gein importancs
svon Af ve supuone the pressnt policy of shifting isporbance fiom
public sosctor Lo privets suclor proves result oriented, The
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senponaiblility of the corporste sector has becoms very much
isportent Lo glve concrate shape of the policy of Liw Gevern~
ment's post budget reslitias. The sggregats Seventh Flan invent~
ment ves visuslised at Ap,3,20,000 croren, of which the public
sactop Anvestaent i Lo be As.1,50,000 crores and the private
sesctor investmont R,1,70,000 crorus. To tesaslote this change
of philosophy into sction the Govepnmant is in hupey and venls
the privets segtor to vasts no sore Liss in lLaking the naw pole
ansigned to then, This huprrynses shows the sincerity of Govapa~
ment Polliey,

The fulfilacent of those hasvy tesha sndowsd on privste
pactopr depend on several citernsl factors 2lsc which ape bayaond
Lthe contpol of the privete segtop Limelf,

| Every ons knows Lhet privete seotor Andustey ls eofficiant
ang At known best how Lo meke profit. But thore are olwy sapects
or agsas In gespect of which Lts pepfornencas mnd abillity i3 role~
tively unknown, The ignorsnas arises pasily from the fact Limt
the ons single stetswment which is geserslly published by ewary
sonpany An its anmual reporl which Ls addressad be iis shapee
holders only snd nob Lo other ingeediontie of Lhe sompany, This
report naturally expheins Lhe ocepeny's financial perforeence
and tho effigianay with which ils operstions vers condustad, ang
is sll tellorsd to communicate with Lhe sharchelders, Perhepa,
they have never considered themssives $o be responaiblis to any
ons except thely sharsholdesrs. Fov companies heve asde an
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stionpt Lo communicate with othar sestors of mhty.‘u

M. D.R. Pongse has suggested Lhe wubeission of helf
yesrly stalesent to ihe shapsholders; providing opportumitiss
for eaployseni far Lhe sillions of the unemploysd people in
the gountey notsbly the unekilled rurel pesopley supplying goods
to asteh Lthe incrasning needs af Lhe people dus Lo industelie-
1isstiony cheeking of inflation; taking responalblilily of
genareting ot lusst 8% of the totsl tax cevenus of the Covern
ment (Coppopution Lax, the rolsitive sxclize duliss snd the custows
duty and axcluding incoms tax pald by the eaployces of Lhe
Conpaniss) and finally assisting tha country {roa Lhs asvepe
foraign sachange ceisis by way of promoting exporkts sad slso
by wey of raducing impopts » the probloma liksly to be facod
by the privala ssctor Lo be solved. Sose kay parsonnel in the
public ssgtor should ba taken froa Lhe privsts sector organise~
tions fop Ats efficient sanageaent. As mast of Lhe Anfrastiruc~
ture sciivitias in the countey sra nov wndey public monopoliss
s.9, stesl, essl, slectricity, crell, temnaport, slr transport,
post and Lelsgeaphs ang (slscommmiastions, the prices of
thees Ltanms should not Le alleved Lo De ralmd a8 Lhet will
sxert spireliing offest of increasing pricss of sll goods snd
sarvicesn and gensrale s high cost sconomy.

Me. ORe FPandme contliudes hMa articles to vhich we shere
our opinion that "in the meanwhile, industey hes no Lims to

i

Pangdse O.R uln - mm Soptor ~ Pogt -
rasiities gé"” the Cgonesic Times, Calcutts,
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lows ner sny justifisation for sitiing on the fence. If At
glves rosuiis, s At soen Lo bs giving results, e gratsful
nation would certainly offer fusrther concsssions withoul hesi-
tation, On the aother hand, Af Sndustey falls svan Aew, AL say
ftorfail sny clain for sympsihy and At sheuld not be surprised
Lo ses on intense weve in the apposite=dipection whigh will be

difficult to stap

Ws spe of the opinion that all thase probleas could be
nmininised only Af ‘Muliiple Tuo~Tier Soard systos' is sdopted
both in ppivets and public sostor ontarpelses, As, this Lype
of boapd 1a an assssbly of the rsprassniatlives of difforent
saguonts of the socliety sny Lype of danger ss ststed above sould
be avalded and any Lype of asplration sxpectad from privete
ssctor could be fulfillied.

In the next chopter wa shall tey Lo highlight the sansge-
asnt patlorn of Companiss in diffsrent counlrios = Ahelr festures
snd techniques end lessons froa then which cen be gainfully
enployed in Lhe Caapany Mansgesant of Indie.

- . e

28 . Pandas 8,R, Article s Corporate Sester ~ FPast ~ Sudgat
coalitisg g@ﬁuuhed An toonomic Tises, Calcoutis,
Mey 30, 1588,
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Object of this chapler is Lo discuss the featupes of
Company=-ensgensal Ain soms of ths laportant countelies of the
vorld sposcislly Jepan, France, bhe U.S5.A.; Lhe U5.5.R, end
Chins. Thess countriss heving selected teciniques of sanage~
went suitad Lo thelp social, sconomicel and cultursl snviponment
snd thus following Lhat bLechnliques or nysteas of sansgesent
they hove sade tpenendous wroupess in teade end industrles, It
vill be ssen Lhat sll these countrzies heve dirscily or Indirectly
sxorted graatl Anflusnce on the aphare of corperats menagessnt
in Ingln. e discussions on this satier are gelating Lo uubllc
coapanies only a9 snvisaged Ain diffopant nanes snd astyles in
different countpiss.

As both public and privets ssgtor companiss sre slloved
to vark in Indis in thele respsclive fleld of activiisy the
study of the techniquas of corporste msnageriel practices in Lhe
capilalist as vell sp soclielist counteles La Lspostant,

in this chapler the Hpitish tschniques of conterel and
asna soent of compeniss as adopted Lhapre have not boen discuassd
ssporatealy as Lhe dpitish Company Law and Menagemmat patiemn
have directly influsncad the Indlian Company Law and ils asture
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of ssnagesent. Tha Sritlieh Cospany Law end Indlan Coapsny Lav
are so intapwoven thet sny change in Lhe Sellish Company Law
has generally boen inmsrted in the Indlan Company Lavw within &
vary short tiee,

Bad
Thers srs two types af Jolnt Stock Cospenies in Japan @

3) Stock Compony of KAHUSHIKE KAlSHA « Fublic Limitsd
Company snd

i1) VAGEN KAISHA « Pplivsta Lisiled Company.

AL laast soven pronolsps are prequiresd fop Lhe inpoppora~
tion of 8 KASUSHIKLI KALGHA, They ars gpegquired Lo prepeape and |
slgn srticles of incorporstion which contein iater slle, Lhe
object, name, Lotal nuaher of sheres suthorissd Lo be Lssued,
tha seal of the principal office end esch branch office, sennse
in whizch the company is Lo glve lts public notlces, full nams
and persansnt residence of sach of the proscters sig, otes. The
erticias of assoclstion is 1iks our semarsndus of sssoclstion
snd this ia to ba sttasted by » notery public, The Company is
entitied to inssue shemres Baving pap value or shares witheut per
value or both, the lisbility of & shaprs holder being limitad Lo
the valus at which he has taken his oun sheras. The ssount of
aach of Lhe shares withoul having paﬁ value sust be equal bul
not loss Lhan SGU YEN, uwhilo the lasus price of shares having
par valus must not be less Lhan Lhe face valus, Jspmnese
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Commarciol Code lays devn rules Lo Lssus both of the kind of
besgar g nonvbearsr teonslopsble shares,

There sre thras opgans of Lhe nensgesent

8 ders,

of shapohsl

:; he mi of Digestors mnd

The gonsgel assting, intervslie is empovesrsd Lo sppoint
an Ainspactor Lo examine the doauments subaltlsd by Lhe directors
and Lhs writien peport of ths suditors. Reselutlions of the
neetings of the genspal body ars passsd on by a sajorily vels
of the shapsholdars preseni, helding sharss nmmtmq nOFS
than one helf of Lhe total nusber of the lesued shares. A share~
holder is precluded from voting st » genersl sesbiing on s poso~
lution in vhich he hee ssparate snd perticular intesest.

Tha Commorcinl Cods pressribas a ainimus nusber of Lhees
directors vhich constituts the baosped snd they sust not be ghare~
holders but are appolnted abt genepsl sesting of sharehelders
for s paplod not aoce than Luc yoaps st a tise oxcapl the appointe
aent of flrst directors who aps appointed for s perlod not exssed~
ing one year. Cumuletive aystes of voling is peraiited by
Japsness Lav for the sppointaent of dissctors.

The genersl aceting hes the pewer Lo resacwve a dirsctes
bafore Lhe expiry of his toes of office. In Lhis cuse the
director a0 removed gan clain demages froa ths Company. The
aduinistretion of the affalirs of Lhe Company is Lo be declided by



246

the uosed of diractors who vill slpo heve Lhe pover to sppoint
snd renave the Company's senoger. Resolutions of Lhe icepd

ars to be sdopbed by o majopity of directors prassnt butl acti-~
clos sy prescribe steingent conditiona. Undep Jepanase
Comnsccial Code, an suditor say at u;y tine inspact or aske
extracts froa the books, records and documants of sccounts or
call on !.ha'dzmt.nn for a report on the sccounts. He 1s svan
entitled to inveciigegs Lhe sffeirs of Lhe Coapeny and the
stats of its propertiss. It is tha Sutly of thw suditor Lo
oxanine Lhe documonts which direstars praposs ta submitl to s
genersl seating of sharsholders and to papard thelr opinion
thereon Lo such gensral seeting, The asin guelificstion of on
suditor ia Lhal ho aust be sincers but nesd not ba indspendent
snd aenbep of 8 professionsl bedy of accountants, Thare is

no disquelification sxcept that he is not entitled Lo be dicec~
tor or sasployss of Lhw Corporation, The sstounting decusents
(ialonce shast end Frofit and Loss Account, contalning an
Anventory, businass report, proposal for seserve fund, distele
bution of profits or intzrest) heva to be subaitied by L
directoes to ths auiiter ot least two vosks before Lhe day
sppulnted for an ordinapy genspsl meeting. After Lhe docuasnts
are apuroved by the general mesiing, the diraclops spe required
to glve public notice af the balance shoet without deley.

The success behind the Jepensse industeisl devslopsent
has hesn slated by many suthors as Lhe existencs of goed peletion
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betvesn the Corporation snd Cevernsent.

Japensse Govarnment officlals bslliave Lhat businsss is
Lncapeble of asking satisfecloey decislons by Lleelf and thet
it ip eesoniial for Covernment Lo provide guidance on vistually
avery sspect of mutlm-‘

Industey asceepls I.h;s lsadarshlp providad by Lhs adalnis-
trative bursaucracy far which Lthers 1s, howsver, no legal or
statutory besls, but o nuch steronger base which is provided
by 2 deap ssnse of national patelotism, @ dogliee vhich i
shaced aqually by Covernment and businass to bring Japan's
emm} abreagt at the level of Curopson sconoay measursd in
per capita income Lermse® "Uut of discuasions betwesn Govesn~
pant and privats sntoporisss, autually delaruined natianel
tapgats apc worked outs rlvate entespeise pledgss to carry
thass out. Govecnasnl, on its sids, plodges specisl favours
such s subeldies snd Laxatlon asasures. flytual consent sad
bilstersl methods odviste the nesd foe lsgel compulsion.®S

The result is Lhe emepgence of s 'concernted sconoey'
or more correctly the 'Jepsn incerporated’ . Shel Sudhir iuljl
has conbeibuted on the ssbject "Govesrnaenl sng business in

ts Hadley, Clesner ¥, "Anti-Tpust in Jspan®, Princeton
dnl.m:lty Pp..tg’ﬂi?&l' P30 4 ’

Qo Uefe Oupaprtaent of Commopce, "Japan ~ The GCovernssni
Susiness Relstions”",. Guoted fm . by Op. NuK,
Sengupkte Ain the lndlan Jougneal of Fyblic mmaum
Vole XX, NoWu3, Mly=Septanber, 1374, PP m

3. "inistey of htmauanl Teads snd Industey, $
A discussion of cooparstive Industziel Oual n,
(uoted in Hadley, Elssnen 1, “mii=Tpust in Japm”,
Feincoaton Universily Peress, 1913. Fu380 ¢
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Japsn in his articla sad obssrwves » “sn wunique fasture of
Jupan's succass in corpopats flely” .‘ Apspt from tha intep-
ssshing of Lhs Government and busimess, for Lhe policies snd
strategles tovacds sghioving super ordinsts gusls (vhst has
become known as Japsn lncerpoesbed) due credit should be
given to the achisvement of organisstions]l devalapsent mulled
Lu the soalomuuitursl ailisu and Lralils of Lhe Japanem, Lhe
practice of busic snd pregestic businsss asthods, snd lastly
quality=cua~produstivity schame covering ths entire ssnufss~
turing specirus, These davolopment of the last twenly five
yospa are dus Lo paspact of senlority, group decision making,
psternalism etc., over snd sdave the feastupes of life-tiae

soployaent.,

Japenese business siestegy is nothing aore aystopious
"than & total coasniteent Lo working ¢ wholz lot harder at the
baﬂc."s - gays Kanich Cheee,

te The Japansse do not pigidly adhere Lo pre=dotareined
long-renge stratoglen, but pay scrupulous stiention
Lo parformance on a monbhly o svan @ weskly basie per~
forsance asasured nol ageinst s Lhees op five yesrs
plen, butl agelnst budget, againast seturn on sales, sgained
coapstitive perfopsance, '

4, Meldi Sudhip ‘Susiness A& Indie' Calcutts, Mersh, 12, 1984,

5, Olmae Kenich "Jepen ' From Stepeolype to specifics.”
The Mo Kinssy Quasterly, Spring 1952. ’
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20 Astusn on seles (R O 5) not retusn on investasat (ROI)
is the yapdstick by which Japaness Compsniss ssamre
their success. ROS sathap than RUL 1s the seasure used
for investment decisions. People (or employeus) are
tesatesd as fixed assata and businesp gensratos Lo justify
thelde uvtilisetlon, Decinion on nev invesiaent L siads
not on the bosls of RI1 ar payback paried or dlscountad
cesh flow, bul on whalhsr the nav bDusiness vwill be
good for the Coprporstion as s whole, 1.s. oversll or
sgyregate RUS should sustain investasnt, Mewmgerisl
sutonoay is 8 con-comaltent of thn focus on tolal RCS
pagfarasnce.

3. Ung aof the driving forcse behind corporates sction s
“the sction of the competition” that is satching the
asgtion of compstitors and sut-dsing it,

4. In Japan, perpatuation of the enterpriss and not profil
1= the driving foprce, The slagon is Lhat Lhe Company
is furever.' This is smnifested, ®.9. in ploughing
back sepital rsther than increasing dividends) Lersnafer
of funds from ona part of m'mmy to snother in
arder to sesk fulurs business. A conscious stismpt §s
nsde Lo svold en "esbapressment of profits.”

In sogard Lo manufssturing techniques, recent pessarch
by Schonbepges concludss thal Japen has rejectsd sonplex ssnage-
asnt prosoriptions snd abasssien with pragrasaes, contrels,
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behsvisural interveniions, asthesstissl sodelling shs. Instesd,

they have siaplified probiens.®

The simsplifications relstes perticulerly ts produetivity
and guelity. The system dseling wilh productivily is cellsd
the Juast « in « Time (JIT) system. JIT dicscily sddressss the
nateriel cost components of productivity. In regued Lo qualily
movesent, the systos is that of totsl quelity conteol (TiC).
17 mé TGC oveclap and often Jointly introduced, plasying e
control role in Japen's strategy. JIT snd TOC procodures sre
nupturad on the shap flonp, fasussing on the vorker and Lhe
iina sanagement and nat on aop by staff sdvissrs and specislists.

"

Petey F. Deucker gives wuch laportance on ‘life-tice
eaployment' and comgsny sharsholdees' relation far suscess of
Japaness Cm;anr." He states "Lifs<tiss soploysenti” mcons Lhat
the Japonase entucprise 1a run for the benafil of Lthe empleyess.

The pight of Lhe osmployses to thale jobs take precedence
aver avary thing and averybody olee. Equity ownspship in Japan
is largaly a symbol of supplissecustonas solstionships rather
then 'Propesty’, in the lagal senge. Capital 1teelf is esswn~
tially mot provided though cosmon shepss but through bank loen,
which are logelly considered debt, Say fop exespls, the siesl
company that supplies the sutomobile smonufecturer with steel
will own 8% of tha aut.mabue cmmr s sharse; and Lhe automo~

B Rechsped J. Schonberger Tm Phwfnturing Teldid 4o 22
Nine hidden Lusuna m slnpl aibty.' The Fese Freps
Hacalllan, 1582,

Ta Drucker Fetepr F, "ians L in tupbulent times Neinsnenns
London, 138U FP 183=194, _
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bile company, in tum, vill own 5% of the shares of the slesl
compeny. Ur the sutoscbile cespany, while not owning s sweller
supplier of pacts, will guarenise the benk loans that consll-
tute the suppliss's copitsl.

In major Jspencgs coapenisn, Lhase ceass-holding beteaen
customse snd supplier run Lo collest half of the squily csplisl
and to nove very often, of the ssslles Compeny's henk dabls,
Obvieusly, the holder of such shares is not e bt intepsstod
in the dividend; is concamed with Lhe orders for steel he
rscelves feon the sutomobile company. ‘Usnepship' is in effsct
a relationship of mutuel cbligetions gathes then a pight,. all
the rights are vith the saployess, who sre entillad to 'life~
tise saployment’.

Mprs KoK, Kothsel in his erticle 'Menagomenteshould indle
sdopt Japanase !.echnlquea’a has glven steaps on Lhe Japsness
tradition and culture, = side by side life eaploysent ne the
causes behind the success and schievessnt of Japeness sntarpelise,

Ssgond fonturs of Lhe ssopet of the Japmese sutcass
in the ssononic devslopment is the correst ‘rolebobavious’.
Tha Jepsasse sccept Lhalr plens in sesloty snd thelr beheviour
As role*bound snd nol spentensous. The Japanese soclety ims
rigidly steatified the roles,s Thus o vwife knows sxactly bew
her husbend vould botmve and vhel her cbligetisns towsrds him
sre ond vice veesn, Thay belleve An the “"Confusien® concept of

o e ol

8 Kothaph K.K, = "Mensgement = should Indis adopt Japensse
" techniques” puslished in the Cconomic Times, Calcutta,
Novesbar 21, 1984,
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hsrmony which omensiss only from corssct rols behaviour. This
role accaplence helps the Japsness rel e betlter Lo Lhmdy
collesguas hegsuse esch ons knovs whet La sxpected of him, To
this extont thelp satitions ars somevhet liailed. Hencs they
porfors bektsr in o proguciion systen, Sul thie polevbound
bobavisur dovs nol lnhibit crestivity, Esch individuel is
free Lo oske any puggestion hm likes though he cen not watorce
it 4111 he discusves with il conceraed and & conpansus As
svalved, Then it dows nel resmsin his suggestion, it is sent
forvard s group suggestion,

Tha third cosponent §s MITL = L. Hinlstey of Aoteme~
tional Tradn and Iindustey in Japan which has Lpomendous conteli~
butions in production, technologiesl end sarksting inv Japensse
industeriss. 1L pisys sn laportant role in sllnncn of \ndus~
teios uith growth potentlial, rapld developmani of the tastiias
industey in Japsn in the 1550, cophesis shifted to stesl An 80s,
sutomobile in TUs snd develeopment of slecironics ang cospulars
therssfter. “Nat only cess MITI Lndentify prejests with growth
potentiel but sise nurturas Lhes thapeafter by fundling peseerch
snd alse bringa shout consunsuw botvesn campeling units so thet
gasources are produstivity~wtiiissd in the best intagest of
Jepans Thus iT1 plays & constructive and supportive role ~
Lhat of & porinsr in growih ond davelopment of industey rether
than thal of a bupssucratic Government nqaner.“' its active
tole with the industrisl davslopaent of the countey is quits
diffopent fron Lhat of 'plenning commission' in India,

o e T i

Be Upeglits Xothupl K K, tHovesbep 21, 1504,
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It is somatiees, sepued Lhatl as Jupsn is our nelghbeuring
countey end is seking Lresendous develupment of Lrade ond Andus~
Ley snd thepsfors we should follow Japansss systes of msnagewent.,

while insugurating the Indian Mepshant Chasber's Walchand
Contee for Duminess Tealning snd R.0. Bipls Bosed roos on f1th
Juns, 1984 Dr. l.0. Patel, forser Governor of the Resapve dank
af indis end st pressnt dipector London Schoal of Econombcs,
said Lthat Japonese acnagenont style vss sulled Lo Indlis, Hapao~
nisation of ell lntepssts Involved An the process of production
by traating thes na segoents of one big femily in the enlarged
sanee, s i being dons Ain Jspen, s alwo part of Lhe Indian
tradition for ages. The Jspanees style of asnagemsnt, vhich ig
part of the Jepanase culkurﬂﬁlngritage can also vork wsll in lndis
if the pyston Ls oporatad as pert of Indie's snclent herlisge.
Tha Intsrest of consumer, vorkars, indusiry and Lhe Governsent
can be blanded and synlhesiawd if ve decide Lo coess tagsiher
tovards s comman goel. It is net only an labliding outleok of
co=ordinstion but slss the vhale concept of one entity has to
be apsratsd end understood in its sadeen cancept.'C

The suceess of busineas erganisation would lie in shaving
tha splrit of enterprise invelving en slesant of rlek-buaping
capscity on the park of Lhows vho preside over Lhe destiny,

There 1s one ases glorious tpadition of aur national
hepitages =~ Lhat 1s the pursult of plain living and high thinking,

- g A it e

10 P P-pl Ansugueating sddrese te Lhe Indian Mersiant
¢ ci.ﬁm»-mwm s fer business Tesining on Lhe
11th e 1964 published in the Egonoalic Tises, Cslowbta,
on June 12, 1584,
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treating our weslth as one thet is at Lhe servigs of the commu~
nity. The philenthropic treditisn, vhich is rootsd in ous
cultuse, sysbollisss thot whsl we esen An busiaess is 8 Lrust
for being put Lo uee for valfars ond groster good of the largest
ma

Mp. Yasont Sethe, nion Ministse of chesicals end fopdi~
Iisers on Apell 22nd, 1984 st Nev Jelhl, wnderlined Ltha ased
for changing the traditionsl concapls of dissipilne, authorily
and mansgerisl propagstive. It must be pepllsed, he seid, Lhet
solf dissipline vas the best form of discipline; that the consept
of suthoprity devold of mersl influsnces end Lhe pover of sxpepr-
Lias ves outdelod. e concludesd Lhat docision making by conssnasus
vas fur wops efficacious then vain sitteapls Lo presesve srchaic
notlion of mamﬂal wmun."

Meo Koke Kotherl rolssd guestion whebhes the tschalques
vhich have psld rich dividonds ia Japan be succossfully Lresns-
plented into Indle.

He snsversd in the follawing lines

The suscsss or failure of any ssnagsrial Lachnioue depends
upon the historicel snd cullucel beckground sad sthos of the
perticipeting werkers and manages. Aad in asny veys Indis end
Jepsn are mlt.wnuy very diffessnt. To undersutend why certsin
technliquos have sucoseded in Jespen seme appreciation of Lheie

o S S -

11. Vesant csthe = congluding cassion of the two dey ut&ml
convontion “sffsctive for nstiomel growih
April 22nd 1384, Huwy O muma An the fconomic
'n.“‘p Calocutts on April 23, 1984 o
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cultuse snd teadition A3 raquired. Afisr all, hMatory As a
grest Lesacher., The Indian culturs i3 tolslly diffopeni fron
the Japantase cultures, Lrsdition snd wey of lifs. we shewld
not forget that ths Japeness are s sarilial rege. After the
sagond World Ysp Lhey have Llesposspily glven up their sebillions
of world dominstion, Out thase smbitions and snergles have
bean channslised into industry end Lhelr ssblitions now appesr
Lo be donination of tha world sarkets snd not political deal~
nation, Corporats strsteyles of Japanass Cospeniss ars strate~
gies for dosminence of global asphets, and thuy e flooding Lhe
vorld maskst with qmds.‘a

In conclusion he said “it has becoms fashionable to
talk of Japenass amagaseni techniguas. Many senageasnt
- axperts are of the solean view that Lhe Indlan Industey cen
flourigh asraly by copying Jepanese asnsgement techniques for
getting that thels culture, tradition snd histary heve playsd
8 vital role in foping these prastices. Thare sre seny Lhlags
which gon de lasrned fron 3ll psces including the Japenese, but
ve must adopt vhat Ls relevent in tha context of Lhe prevsliling
snvironmsont in the mm."“

The law govepning coapaniss are pravided in the French
Commercial Cods wnd partly in spesial lesws. Apset froa it,
public Companiss sre governsd by a speciel lew of July 24, 1387,

- il o " g

12 Kothapl K,K, I au apticle “sheuld Indis adupt Japenase
¢ %Mlqae;“? Economic Timms, Calsutis, Novewbop 21.
l

13. _lbiﬂo Rothapl X.K,
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vhile the specisl lev relating to Private Componies in to be
found in & lav of Hapeh Tih, 1825,

In Peance, Lhops ars Lhe 'Sociste Anonyws' or Public
Lisited Company and & ‘Soclets s Repponsibilite’ or Privste
Limited Company shich ars simllar Lo our public or private
Limited Companics. The tachnique of sensgement of Lthase
Compenies mpe diseusssd below 1 |

Companies sre managed by Goard of Ulpsctors called
CIRMCIL ¢* ADMINISTRATION, consisting of not lasa than thres
and nol aore Lhen tuslve acoberss -~ snd Lhey asy be individusls
or Cwmu.“ The Goapd of Ulescltors aust sppoint one of
thaiy acmbeps as sen:ging directop, DIRECTOR GERERAL snd
daolegats Lo him the Soapd’s povers Lo sanage Lhe Company's
affoirs from dsy Lo day.'® The effective funations of the
tourd are Lo coll msestings of shareholdurs, prossnt the direc-
tors' repart, secomeend dividend snd oblain the suthority of
o gensral sssting, for sny fer ceaching Lransastions. A
Compeny saploying fAfly or sere vorkars hes Lo fora &8 Yorks
Council, COMITE D' ENTERPRISE with the elacled members by its
employses. One or mars qualified suditoes, COMMISSALIRES AUY
COMPTES ape Lo be appolnted for s pariod of Lhees years by »
general masting of sharsholders, falling which by the President
of the Commercisl Court. for the distelct in vhich the Company
Ls domteiled.'® AL lesst one qualified suditer, selected froe

- —— —————

14,  Lav of July 24bh, 1889, Arts. 22 snd 255 Lav of 16%h
Noveuber, 31340 Acte ek '

15, Law of Novsmbapr 150h 1840, Arta. 2 ang 32,
184 Apte 40,
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a iist prepared by the judges of the lecsl civil snd comserclel
courts, is required only in the cass of Companisa having pub~
1ished @ prospestus inviting the public to subscribe for Ats
sharss or m:."

Ho shares can be Llssued wilthout voting pights or with
diminishad voting sights. Vollng sust be in pespertion Lo the
noninal value of shares.'® Sheces vith doubls veting right
mey be Sasvod provided thay sre pegistopod shages which ape
fully peld vhen Lhe Compeny gomen into saistance or which have
been hald by the sses holdar for Lue ymu'n

Thero ars "thres Lypes of sestings of the cenbess o

1) The Annual Genepsl Mesting ASEH.MBLEE GENERAL ORDINAIRE
ANNUELLL Lo bo hald in esch year onh & fixed debe sbated
An the Apticiss for Lhe spproval of the enmusl accounts
and the directors' snd suditors' roposta, the declarstion
of dividends snd Lhe sppointaent of diractors and
mw‘um

1)  the specislly convened mesting, ASLEMGLEE GENERAL URD1~
NAIRE CONVOQUIE E£XTRA ORDINALREMENT, Lo desl wikth eny
obher saltors sxcept Lhuse for which sn extrserdinery
genspsl sesting is sequiredy and

1311) the extresordinery genepsl sesting, ASGEMBLEE GENERAL EXTRA
DRDINAIRE, Lo rosclve sn ssendsent Lo Lhe articlss, for

e . — -

11, DECAEY « Lot of 3‘“0 ot 1931, Art I,
18, Lav of Noyesber 1833, At 1e "

18, Lav of 13t mm 1933, M |

¢ I8 Art 32,
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increass and reduction of caplisls, sasigamsiion and
diasolutien®! end for Lhe cenversion of the publie
compony Anto o privets compeny by s siapls sajsrity of
the voten possed.®?

Yoting sl annusl and specielly convenad genssel
mosting 4= by o staple ssjoritly of Lhe vatss mmdia
whils st sxtrevopdinspy goneps) ssesiing Lhe msjorily
required s Lyo~thirds of the votes of the shapeholders
peasant or uanmtu,a‘ An which cass thwe votes of
those who shstein froa voling see counted as heving
hoen zast sgainst the regolution.

The accounts including Balence Shast and Prefit and Loas
Accounts sust be avalleble for inspection by swesholders »t
the Company's office during the fiftasn days precsoding the
Annual Genspsl Meeting Logethep with Lhe preparts of Lhe dirso-
tocs and suditors.2®

Until ons fenth of the Coapeny's capiial As acoumslated,
dlvidend can net be declared. One twontisth of the yese's
profitl is Lo be Lrmafareed Lo the legel sessprvs fund from
profit bafore dividend As dealared.”® -

Lescong fron French systes of Compeny Menagesent
8) Vital role taken by Lhe wWarks' Council in Coapeny

ssnagesnents
A AR A
2%, Ark XY
22+ Low of Toh Mapah, 1025 Agk 1.
* M ﬂ. .
s Apd 3.

254 Ark.12
28, Law of 1th Macch, 1325, Art 33,
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shares of doubls voting sight ssy be lssusd under sons
specific conditionss

An saips-ordinary genarsl asstiing, Lthoss nesbers wvho
sbstain fron voling npe counted 2 having besn cast
sgainst the resclution)

sainly, teadilions)l Lyps of bosed as ln UK, and Indis
is i vegue.

Thers sra six Lypes of business sssociations in the
States of Amarice. Thay are =

The partnership i,
The Stetutory Limitad Pertnepship,

Common Low Jolnt Stock Compsniss which ars unincopporsted
Compsniss eatablished by conbraot providing for contpe~
lised sduinlatration snd senagesent but enjoy no legel
sntity)

Statulery Joint Stock Companies = which sre unilike the
Jaint Stoek Uompenies of Geast bHpilain, enjoy asny stiel-
butes of the Corporstion in some Staites, including lisited
13e01338y°7 but do not enjoy the benefit of the Plotisn

of citizenship us conforred on Ltha copporations of U,S.A,
for Lhe purpom of fesdessl jurisdiction, Therefore Statu-
tory Jobnt Stosk Compenies age not populss In Ul.SeA,

M- o . L]

2%,

Fannysylvanis Comp. Stet (18M4)
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Jusiness Teusts ars creatad by Lrust sgesesont Lo per~
fors businsse sciivitias. All the povers of sansgeasni
sre vasted Lo Lhe trustees, the bensficlaries being
passive investers with tesnsferable certificstes for
shares or units of intesest,

Thege are two Lypes of Carporstlons «~ Privats sad Fublic.
Ppivats Corpopstions are voluntepy asdsccietions of indi-
vidusle with & contrectusl relstionship dbetwsen the
Corporation and its mesdbera. On the mum- publlic
corparetions are thoss vhich ape cpresied fop soas public
purpass aay or may not uxspcise mmux' povars,

bul are controlied by the Govermmeni. These corporations
sre craated by Stete Gavapnment, Ciate lavs ses not
sisiler. So, many of thess Shats Corporastion Acts spo
bosed on the aocdel recommended by the Coam)psioners

on Unifore State Lawe in |m.‘

“Although thaes is no general fodersl Corporstion Ast

or coapulsary fedaral systam of licensing af Corporations in
conduct of intar~alsts buainess, Lhe corpaprations spe pegulated
for a iong Limes by Lhe Amsrican Congress theeugh isportent
statuten relating Lo perticular flelds which nead regulistion,
8.0+ the IntepeSiate Conmapes Ast of 1887 which sshsblished
anong other fedaral adeinisteative contprel suthopitiss, the
intaer~State Rail roade; The Securities Exchange Act of 1383, ste.
These fsdersl corporation statubss have besn desoribed ss »
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systez of laglelative and aduinjsiretive chosks on corporsiion
managesent srathes then of shere holdep contpal ,*°0

Rules ragording foreation of Cosporsilons veplss from
one Stote ko snobhes. If lacpeporsted in perbicular Glele,
the Corporation aust follov ite sules regarding ils bDusiness
schivities. [n soos stales Lha pulas are flexible, w.gs Sta-
tutes of Lhe Stete of Dwlasware which sppears %o have & number
of sdvantages such as, thaps is no "bluw eky law’ 1ike the
requlronent of rosidunt dipsctor. 1L 1s nol cempulesory for
tha incorpacators Lo mubascplibe fop sharss or stock, Lhe meslings
of shape-hwldurs and dirsctaors need not be held in Delavars
ani ths fopmatlon of Lha compasny cen be aprangsd by an imcospora~
ting Company within Lvenly foue houss vitheut sny publicity,”?

In the erticles, varlous matiars including name, objeet,
domiclle, number of directors; nams of pesident sgent end post
affics addewss, the smount of alnimua mbecsiption (some states
follaw Lhesw rulas) whethsr Lhe sxistenge s pecpolusl or Per
ilinkted period of time stc. are Lo bo stetsd. Apurt froa the
ganaralities, many stotes reguies other fepmesliillos.

The gensrel adainistipstion wnd senagenent aps vested
in the hands of Lhe Joapd of Dipectors which is the mipress
authaeity in such mm. The power tn nake fundmtal changsa

A SR FS—

28 Daodds £ sation, Privets Properd
* ggdgggegr;i Feuul uelahﬁan. Mo:sd. m.i-.ﬂw.Q‘T.
- 8-

29, 1bide Dodd E.M. The Modern Corporation, PP 917, 930-948,
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in Lhe orgenisation Ls, hovever, given by statute Lo Lhe share~
holderse™® In the UsS.A. distinotion 1s mads betwson directesrs
acting ss psrasnent asnagers snd Lthose who only take perd An
deciaions on palicy sad in genursl dirsction, The sein sascullve
As designated ss Prasident. His deputecssss the sxecutlve vice-
presidents, Thepe Ls also a post of chaleman in some cospose~
Liona who presides over Lhe sastings of Lhe Somrd of Ulmmctorss
Unless stalutes or by-lsws provide othapwise, the gunsesl maste
ing of sharaholdery aee Lo ba called by the directors. Notice
of the spacial mestings Ls csquleed by law bul not for regular
or sanual ssetings. tnlcss statuts oc by-Rews provide othapvise,
Laws do not deprive soabe-p fros voting on matters An which Lthey
majy be intapested.

The most laportont festurc of Lhe Coeporations' shape
holding is the voting Trust to which saversl sherzholdesrs sgroe
with one or nore trustecs Lo Leansfer thve logsl owmspship of
thalr shages in opder to onable Lhan Lo exaccime at the discpotion
of such trustees the voling rights sttached Lo such shapss. The
banaficlery ounership is ressrved to tha Lrensferrors; perblcu~
Iarly the pight of dividonds and sther distributions. after the
Lepnination of Lha trust sgrecsant, the sharss ses reconveyed
to the holdars of the cartificstas. Thage sps ssvearal criticiess
sgainst this systes, ‘

Tha Carporstions of U.S.A. are not compelled to isme

— ks i

30 Sallatine Wintheop *on Corporetions’, Cellsghen
" a Chiesgo ' (vae) rae we !



263

share certificstes. If the srilcles provide for Lsews of

share cerbificates, sesbers con Ansieh on the Lssue of such
costificates. The Leanafep of sheres mey be dons by sndores~
ment sven An biank in vhich cese Lhe possessor of Lhe shere
coptificates As entitlied Lo Ansert hie oun nooe in L, The
capltal of thas corpursticona is Whown as shere capital whijle
phares ars termed ss stock, Thaore ip 23iso provisions Lo scguirs
additionnsl finsnce by seans of lassulng redsssable bond or doabene
tures.

Oy the intpoduction of Fadepal Securitiss Act of 1513
end other stotutss snd reguistions, 1t has become compulsopy
on Lhe part af the Caorporstions Lo publish finsncial sistsosnis
vith prepee voaluztion of sssets and llsbilitiss. Meny gquestlons
entrusted Lo the Securlly cSxchange Coamlisslon, in ths U,5.A,
8.5 Lhe solicitation of proxies asy also be pegulatad by the
coselasion and Corporstions ars required to disclose the holde
ings of directaors, officers snd ail persona vho own beneflcislly
10 per cont or sars of stock end all so=called equitiss in
general, Lhs statecant being filad with the Securitlies Exchange
with 8 copy to Lthe Commission, any change in the ownsrship of
such holdings to ba peported monthly. Ppofit asde by purchase
and sale of Copporationk squity sscucltes within uix months of
the surchess by the disectors and officers are roguired te be
disclosed snd aay be recovessd from thee by the Corpatatian."
Consldepstle reserve La cresatad for veriety of purpasas.

31. Lav{ Adds, "Ppivats Coppapstion snd tLhelir contpol' vol.!t
& 11, Lodge snd Kegen Faul Lid, London, 1950, =183,
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The greatest fasture of UsS.A. Corporstion La thet
there is complate ssperation of owsrship frus sansgessat,
Thepe ars mmvarel causss of b, prissglly, In Lhe U.5.A. sha~
tutss, thars is no compulaslon on Lhe dicectora to nell genersl
asetings, sithough in peactics, sselings ars regularly held,
The salerind aansyers, dirsclors and officsps hold the sang~
gerisl pover while the shapeholdars have becoss passive cwnass
and sbauntes profilt sharers.

Even In ths bosrd, thapre asy ba sone repressniatives
of tha shagsholders it Lhey aps hacomling lnsctive day by day,
“pof, Alfped. 0. Chandler, Je. in hip book 'The visible Hand
The Managerial Revolution in American business' stated "by
19%7, coprosentstives of an anlrspronsupriasl fasily, s benking
house aiso slaost never took part in middle asnsgumeni decision
an peices, outputl, deliverics, vages snd ssploysent crequired
in Lhe co=ordinating of curpeent flowa. Even in top ssnagsasnt
degisions conceening the allocetion of pesources, thelr pover
roasin csantially negative, They could say no, dDul unlsss they
Lhemsslvas veres tealned aonagers with lang experlence in the
sace indusley snd aven the sems company, Lthey had asiihesr Lhe
inforaation nop sxpariencs to proposs positive siternstive
courss of sction, Nevertheleass, ssabsrs of Ltha entrepreneurisl
fsally rarsly bacess active in top ssnsgesent unisss they Lhem
sclves vare Lrslned ss professionsl ssnagacs. S5ince the peofit
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of the family enteeprine uvsuslly sasured thes of 8 large parsonsl
income, they hod little financisl incenitive Lo spond ysars
vorking up the senagsrisl leddar, Therefors, in only a fev of
the large ‘mericon busineas onterprises did feally nmesbers
continus Lo pepticipate for wore Lhan Lvo gonspationa in Lhs
aenagsment, of the Companisa they owned. The descendent of Lhe
founders of Lthe saply investers in such indusirisi entopprisss
continus Lo reep the profits of successful administrative co-
ordinstion, Indeed, ths asjapity of Lhe Asericen fortunes came
fronm the bullding and apepstion of modepn business entapprloes.
Thosa fenlliies remein the primary deneficleries of senagspial
capltaliss, hut Lhay vere no longer involved in the opsration of
Ats centesl institution. 3y mid tventieth century, fewv had only
dieact say in the dacisions concepaing cucrsent Plovs and future
sllacations soc sssentisl to the oporation of the Amaclcesn sconoay.
By mlid centupy the legel fictlon of outside control vas beginning
to disoppesr. A study of ths 200 longest non~finmncial coapsniess
in 1963 indicotes that in none of theps firms did an individusl,
fuaally, op group hold over 53U per conl of ‘thah stock,. Nonb vere
atill privately owned. In only 8 of the U0 did a family or
geoup have a ssjorily control by owning as such os 50 pop cent
of the slock, In 26 athers o fasily or group hed sejority conterol
by holding mope Lhen 10 par cent of the stock (but less then B0)
or Dy using a holding company op osther legsl device, In 1983
then, 170 or 84,5 per cent of the largest longest non-finenvisl
coapanies vere asnsgeaent controlleds In 5 of thess figes,
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familion did still heve influonee, bul because Lhey wvers pro-
fossional, full-tios selseled sxecutives, nat becsums of steek
they held. Thus, by the 13%is the ssnsgerisl fire hed beceme
the stendord fore of sodepn buniness entarppise in aajar soc=
tor of American suonomy. In thoss ssctor whepe sodern multle
unit enterpriss had cone to dominstis, asnagerlal cepitalimm

had gnlned sscandancey over fsaily snd flnenclal uuuun.“”

John Kensth Galbralth stated Lhat Lha technecrals aé-
holding pover in Lhe asnagesendt of Corporstions, Thsy see
professionsls and siperts.

Thi¢ profassionalisstion and aansgerislisa heve probably
exartad influsnce in the sansgoment structusre of coapsniss in
India,

In tha langusga of John Kannath Galbeeiih "The Cogpore-
tion sllovs Lhe sdapiation of organiszstion Lo need. As the
nagd ls diffspent for differsnt purposes, so i Lha resulting
adaptation, The aadeen large Corporation is adspted to Lhe
nsede of sdvancad teghnolagy snd the large anount of capitasl
and comppehonsive plasning vhich this pequires. 1t seflects
the nesd of its tachno~siructurs for fresdes from outside intep~
farence. It wing this Preadoe An various weys, including the
provislon to itsesif of its own supply of upu.-l."u

Thare ace thras Lypes of company »

- - g

32 Chendiap D. Alfeead Jp. The viszible Haad : The Menageris)
Revolution in Ansrlsen Susinsss” Hepverd Universily FPress
1971 PP 481493,

33. Galbesith John Kennath °The New Industrisl State’, 3ed Edn.
1978, Houghton MfPiin Cos Seston, Chapler VIII P=9%, -
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1) AKTIENGESELLSCHAFT (AG), Lhe incorpersted ublic Compenyj

2) GESELLSCHAFT MIT BESCHRANKTER MAFTUNG, the insorpossted
Privats Company (Gab H) and

3) KOMMANOI TGESELLSCHAF T ALF AKTIEN (KGa=A), Lha incospoge~
ted pudlic coupsay, the direstors of vhich aps persanally
1isble far ite dobts. Out of Lheam, AC end Gab H ape

conuon and prominent An Gegmeny,.

The Ley governing Geresn Companies is psptly to be faund
in the Gagsen Cosmsprsiol Cods and An special lswve and pagtly
in the Gepasn Civil Code, viz., the BG3, whars thes Comsersial
Lavs ers siient on sny point, the gaps sprs Lo be filled by Lhe
provision in the 8GB. Thus, the AG sng the KGa~A are pr.\ﬁ:ﬂy
govepned by a spsolsl Act, Lhe AKTICNGESETZ of 1537, while Lhe
Gab M La govemed by speciel Acts of 1882 snd 1858, Lhe Gadb M
GESETZ. AG i just like public company ssn be incseperetad by
five premotors by exscuting conteacts for its formation L.e.
| SATZUNG corsssponding Lo oue Memogendus and Articles of Assacis~
tion, befars s Judge or Hotary. The SATZUNG must set in, Lhe
neme of the Compsny, ths domiciis of Lhe coapeny, the asturs of
conpeny’s business, tha ssount of the comspany’s shers capitsl
vhich sust be at least OM 100,000 Lo be divided into shapes the
nosinsl velue of which is Lo be st leagt OM 100; Lhe clesssas inte
which the Company's shares sre divided ond the rights stisched
to oach class, the nunber of dissclors Le be appolintad, tha
novspapers An vhich the conpany will publlish notices sboul its
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affsira. Sejor changes oscurrsd by Lhe intpeduction s? Compenies
act of 1937 ase, besrur shores with plursl wvoting rights cen be
Assucd with the previcus permlssion of the Govermaeni Lo Lhe
intepast of the velfaps of Lhe company ur in the nstionsl Antepest,
Gesnan lavs slao secognise Lhe lasue of shages wilh necessery
dutiss peaguiring the shapsholdep Lo perfors corteln sdditlionsl
duties for tha company which is obligetopy, otherwise pensliies
are iaposed by Lhe wrticlies for non-obsepvance of such muw‘“

The eight of s single shassholder to ask for infopmstion
is rscognisod in peinciple by Lthe 2et of 1931.”

The new coapany Lesw of 1366 has pub the shossholdee in
g sbrangse positlon by eapovseing thea to plece thelr case before
the Court of the disteict vhan they ape of Lhe apinion Lthat thalp
gquestion ahould have basn anmweped. Lhares sey bs lodged by
Gapmon shapehnldags uith 8 bank undor s conteact pepsitiing the
bank Lo sxapcise voting plghts An respsct of those sheres for
15 monthe st & Lims. In order to chedk Lhs alause of pover the
nev compeny law of 1386 makos urovision thest the benk L1 required
to infoprae the sharsholdeps In vhat wey it intends Lo vate and Lo
ask Lhe shecsholders vhathar he has ony sther instruction ¥

Shapes asy bue ilssued by the coapany in favour of a named
person op Lo besper. In ppactice, beapsr bonds sre lsssed
antitling the holders to convert them lats shares., Aftap the

34, AKTG Ses 81
35, AKTG Ses 112
33, toonoale Tises, Celoutts, Auguet 25, 19685,
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coupletion of a ysapy ferom Lhe dets of Ala forostion san AG say
apply for peralssion for its sheres or bonds to be desit in
on & stack sxchangs, unless the Governasnt peymite, AL will
spply serlisp., Stlock exchanges in vest Garseny are psgulatad
by 8 spaclal law dirsctly undep the supervision of Lhe Stale.

1) The Doagd of ODlrectocs known as the VORGSTAND, end

2) The Comnittee of Supervision, cellod the wmmxmar.
The Sosrd of Ulrectors i slso referred Lo as Lhe Jospd
of tenagoment, The Coamltles of supepvision is sosslines
rofoarred Lo as the councll of supecrvision. The VOURETAND
1.0. Lho Joapd of Ulesctors is requisred to sct for the
coapsny and to represent Lt agalnet thisd partlies snd
public subhapibtios, while the AUFCICHTERAT f.e, Councll
of suparvision ls entrustod to supsrviss Lhe sansgsasnt,

Although originally it was the intention Lthat the Combi~
Lioe of Supervision should heve supremecy oOver businsss policy
snd thet the Soapd of Management should pun Lhe Lusiness and sct
se Ate sxecullive organ, An preatice, Lhe Lrond vas the revermw,
Joe significent provision of Gersen Lav is thet one=third of the
Comalitae of Supervision Ls sppolntsd Dy the company's eaplayee
over alghtesn ysars of m.”

To Co=deberninstion At of 1598 mehen supsrvisory bossd

- -y ol A i - o

T T e e =
) -
pub shod 1571, PoAGT. ' o TAS
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compulgory An evepy compeny and provides that the supspvisory
bourd sust heve helf of its strength from esployes represen~
tatives instesd of Lhe oneethied proportion Lhut sxisted before
for majar compeniss sutside the Cesl and Stesl xmntﬂu.“

Though povers of & gonersl mesting of sharsholdess l.e.
HAUPTYCREAMLUNG Ls strong snough, yest the cospeny'’s annusl
accounts aust be suditad by qualifisd suditors known as the
ABSCHLUSSPRUFER who ars to be appointed in s gonersl mesting.™?
The Asnual Salsace shest and Profit & Loss Accounts ars required
to be peepared by the Ugard of directops snd can not be placed,
bafore the general mesating unlees the Conclil of Supervielon,
does not spprove Lhenm or Af Lhe Coamitieec and Lhe Goard declde
to subait them to the shereholdees.™®

dut thesre ars varlous provisions for Lhe protection of
the ainorily shagshwlders. There have been conaldsrshle chenges
ragarding the poslition of shareholdags by the csfopas intgaduced
in 1886 by the Ast of 1965 including fulles disclosures by the
Soapd Lo Lhe shersholders who nov have s geostar say in Compeny
atfairn.t!

Evspy yesapr stalulopy pesesrve fund, Lhe CESETZLICME RUCKLAGE
is to ba cresied by one twenticth of tha profit until Lhe adding
figurs becosess aqual to one=tenih of the cepital., The puverve

38 m:; T -Sn.nqt Palterns of Corporste Menagesent'
' Vikes Mn% . Lide, Nev Delhiy 2nd revlsed
Edne (1983) PP 273274,

39, AKYG SECTION 135 an¢ 138 (1)

40, AKTG Sestion 128,

41, Knengsherg N.C.Ds "Guenan Company Lav Tusng LefiL" The
Chagtored Secratary, Yol.Vii, No.6y June 1987, PP 248«40,
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fund is nol Lo bu used to cover » single loss by & susplus of
all lisbilities over sll ssests.*?

s) Teo~Tiep Sonrd of assnagensnt dsliuinating the functions
of sechy |

») Wopkars' pesticipstion in policy or suparvisory boapd
sni thelr successful rule heving sgual status of other

dirsctorsy

a) the involvament of banks' paprasentatives in Lhe bosed
of ﬁncté;'uc

d) crestion of reperve Pund which is coapulsopy in opder Lo

aske s company to be mors Lﬂdlpmmt and visbls,

BB

In fact, Lhe mubject mt under socialiem is o
sultilevel snd sulti-componont systes of bodies shd Andividuasl
pacticipating in mm.“"

The main principleo of soclialist mansgement is the princie
pls of domooratlic contralism., Its ossence lies An snsuring en
organic unity of integrsl, plennad, snd cantrslisnd neheganeni
of sll the soclal institutions snd processcs end of the locsl
initistive and crestive acllivily, ths responsiblliity of ssch

42 AKL G Sesction 130,

43 Stolyspanko A = 'The paychol of HMan t of Lahour
’ colloctivities' =« Progress &:gﬁm. scov (1978)

L
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state body snd of flcisl Por carrying oul thsle oduties. It i3
8 unitly of two priaciples = gsntesiisn and desocragy.

Gocinlist mocisty sncourasges not only the development
of msnasgaasnt science but mlse the esising of praciice Lo a
schentific levsl, Lenin pald grsst sttantian to Lhe developssnt
of the scisnce of msnsgemont., He weots "This is the sost diffi~
cuit task, bscause il is a sattap of apgenising in & new way
the aost deepeooted, the sconamic foundalian of Life of ssrores
of ajlliions of people, And AL ia the asost gratifying tagk
becsuse only sfter it has been fulfilled will it be possitle
to sey that Russia has becose not only a Sovist, but slso »
socislist espublic.™® e steted sgain "The relsing of the
productivily of labour firot of sll requires Lhetl the mstarial
basis of lerge-sceie indusiey shall be assured, namsly, ths
daevalopaont of Lhs production of fusi, Aron, Lhe onginsepring
ang chasalesl industries. Anothese condition for peising Lhe
peroductivily of lsbour Ls, Pirstly, the ralsing of Lhe sduce~
tional and cultural l:vel of tLhs asss of populstion. Sscondly,
s condition for aconomie revival is the saising of Lhe warking
people’s disgipline, Ltimir skill, the sffectivensss mnd inten~
aity of lshour and iis better m&unm-“s |

On the bagis of the sbove princliples we siwil Ley Lo
diocuse the history of the amagesent of enterpeisss In Soclelist

Leonory s

44, Lonin V.1, "The Lesadiote t.anlu of the Seviet Gowt,"
Collestive vork, esgow, Yol.27 1885, PP 242+243,

45, Ibdd,s Lenin V,1, ‘l'ha mm taghs of the Sovist
Govepnuent., PP 257«2
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in ordop Lo sake all round develapment and to solve
difforent protisas including unesplsyment, ot the inktlel
stags both Russis end Chine sxerled their fullast snsrgy for
the development of indusiriss. The factopies were rigldly
contpolled by the stats enterprissa snd the pesformances vere
closely sonilorsd providing funds for ssiiing up snd punning
the factories fron state Dudgel and all eaaeipls vere Laken
ovep by the stete. Targols in niautls detalls vers leid down
for cach entarprism in pospact of ltezs to be produced and
utilisad. ELvery iLen of expenpes, vhethsr fopr purchase of
natapisls, paynont of wvages and obther sxpensss were peadelaecined
by the state authoritios snd banks end finencial institullions
ralasped the budgeted funds. Entapprine sdulnistratiss enjoysd
vopy littla, Af any, flexibilily in the satiar of sither invesi~
sent docislons or day Lo day opsration of the entecprises. As
caplisl funds werc providad Dy the state, Lhe deprecistion
fund wss to be deposited with the ststs benks sad could be
u_uune anly for specific purposs of repsires and roplecssent
of asasts. The entsrprines were granted Lo and integreled wilh
governsental mystos of sccounts sephasiaing on kaepling the
sstusl Saputs within Lhe bounds of budgeted ocutlays. As the
snierprises wvers not sutonomous, thore was no guestion of ssin-
talning ssparste sgcounting snd conterol aystem for sach snlare
primm vhich vers consldersd ap parts of the vast stats ssshinery.
The snterprises nsed nel sequired Lo maintain and ronder ascounts
as thay had besn under strict conbrol of state sutherities.
Funds for conshruction of the fectories and sstadlishments of
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the snterprisss having coss fros Lha stets budget, the capitsl
Anvestasnts ssds in the sntesprisen wers consldersd 'fres’ in
the ssnes Lhat no lisdbility accrus to snterprise’ msnageeents
aither to reapsy acnstepry investaenis or Lo shovw Limt the invast~
aent hava besn worth its outlay, The day to dey sunning and
sanagensnt of the santseprises being under cless ssprvliny, nusd
for any saparais, oversll evalustlon of Lthe affectivences of

the invastaents sctuslly made in Lhe snlsppeisss vars nol fell,
This systes produced very officient result vith extsnsive phese
of development., The vagpisty and complenily eof industrisl enter-
prisep bocsas such Lhat an slahopats hisrspahicslly-stevuctured
sschinery of Lhe Lovecnmenl became mmky for sxepcising the
type of piygld contprol Lo which the entapprises had besn mubjscled
8o long. Apsrt from the fact that Lthe contepol systea bscams
avidently self defaating, it had disfunctional effacts on entape
prise mansgesenis. The sotive of the enterpriss sansgsasnt
bezons somshow Lo goach to the tapget neglecting the quality of
producbion,

Historical sxpapience confiras Lhat the systen of ssnsge~
sent by the ssctoral peincipls i3 in full cerrespundenss with
the organisztional forms of large sgesle industey. FHowewver,
flavs in Lhe implemenistion of cast sccoumting end the slow
developaant of sconomie methods of mensgsasnt bocese rasponsible
for perochial bagrlors botween enterprisss subordinoted to
diffesnt ainistrios, vhich hapresd specinslisstion of preduciion
and arrestod Lhe retes of teghnieal progress. In 1857, mansge~
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mant in industey conpteuction of Lhe U,B.5.R. wos peoprganised
on » tarpitorbel basis. From Lhen onvapd, industey was sdainis=
tsgad by sconomic councila. The indusirisl sinistries vere
abolishad and ths sntasprises Lhaey had been in cherge of vers
put uader the contpol of Lhess counciles With Line, hovever,
Limrs apponred najor Flaws in Lhe sconomic counsil system of
senajouent, Owep snd sbove, funds for continued development snd
divepsification of industery could no longar be provided exgapt
by squezing othap sectors of the aconomy or depriving the peopls
of high standsred of ilving, The existing entapprises vers
rogquired Lo generate asore surplus fund froa intopnsl sources
theough higher productivily of laboue, cepltal and other sources
of production, Tha adoiniplrative systen by which satesprises
had so long boon suporvised snd controllsd vers found wenting
in Lhe changed contest. Thosefore, fundsmsatsl changes, uader
the pesysiling circumstances, in the ssnagesasent of saclalist
etate onterprises hed to be initieted by providing wides messure
of sutonomy in ssiters of day Lo dey aduninistestion of Lhe
sntsrprises. Highsr orgens of Lha siate contont Lhenseives by
salling s fov key Largets ond oversil indicetors of efficlency
In congonsnce with Lhe national sconoalc plans snd projselions.

Mr, Sanjid Xumer Senysl in his srilcle "Evolution of
‘Cost=Accounting® onterprises in Soclalist Econoeics® steted
that the entacprisss havs hesn accorded Lhe stelus of Andependent
business units such in the sane as corporste entarprises sgs in
capitsl sconomics. The souislist stets enterprises ere sncoursged
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Lo maintain thels own, independent scocounting sysleas and
prepare pasiodical opopating ststements snd belancs slwels.
Thepo sske Lhe snterprisws scoountabls for Lhe funds pleced

st ite dispossl, monsy wvalue of the investesnt Ls creditad Lo

s "businass fund” which s skin o "squily ceplisl® of caplte~
l1ist corporats enteppeiess. The business funds ilnvested in

Lha enterprisns cosprise Lhose ssde in ceplisl equipmmmts,

plant and machinepy snd in the peraonent werking capitsl shigh
the onterprises vould be cequired Lo carey Arpospesative of
thelr fluctuating volumes of busineasps Intesrsst = boaging loan
from banks and finencisl institutions are made svallasble to the
sntorprises for financing incroasnisl working saplitel require~
nants and for sinor amdditlions to plant snd machinery. Higher
argans of the stata ceassd to lay down rigid tapgetls and budgets
for sach and svagy itsms of eacslipls snd payment, for svapy
physical and athae sctivities of the enterpeisas. The sater~
pricos enjoy the sulhopity to opgenise and re-organiss b
groduation plen, plant leyout, orgenisation structuee, mpar~
visory levels stc, iIn short, mancgssenis sre given @ fres gun
of Lhe snterorises o long ss they do nat violete the lavws of
the lend end suscwsd in reagshing the targets. Thay snjoy \he
suthority Lo ‘Mes md firs vorksen; s capllsiist sacroschaent
upon and inroad into a seclelist dastion. The snterprims ape
parslitiad to use Lhalr surplus of resoprve capacily for produsing
itens vpon which the state hea ne cloimg Lhess could be sald

by bilstepid sgrasssents 'and the profit snjoysd by the ontsrprises
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shd Lhely nplonca“

The msost iaportant satior ss & result of the mtructursl
chenges is Lhat rosponsidility sapossd on the entarpriss ashage-
nent to pay for the rosources st its disposal, OLfferenilal
ronts had Lo be psid by entepprises enjoying the sdvantages
. soaevhat expanded the possibilities fop Intspmsclors] spsclalise-
tion and co=aperastion in fadustey within Lthe esonomic reglons.
The Septesbers 1565 “lenagy Masting of CoPeSeUs Contral Conmitiae
ndoiited that "industerisl senagenent on s tepritors] basls
siaulianecusly retardsd Lhe dovelopeesnt of ssctorel speclelise~
tlon snd netionsl production tles smong sntecprisss in different
econonmic pegions, wveakonad the Llies between sclence and produc~
tion, led to tha fragtionellsation and rmiﬂc.um of industrisl
asnagensnt end the decline of adeinistestive efflciency.”™?

Outlining the amain features of the nav systos of Lndue~
tedal menagesent, the Septosber, 1968 Plenapy Sosslon strassed
that the ssssupcs Laken Lo leprave ths organisstion of ssnagenent
combins singls stete planning vith compleis ssifesupport of
snterprises, contrelised soctorsl sansgoaent wvith broad republle

can snd losal initistive, ond prineiple of onsvean sshagenent

with Lhe growing role of praduction mml.“

-

46 Seniid Kumer Senysl - spticle "tvolution of CosleAczounting’
* Enterprisns \n sﬁmgn Coonomies” published in the
Agoountant' Vol.19, Ng.8, June 1884 from the
.lca - Lute of cost snd vorks Accomiants of Indie, Celoutie,

Be

41, Yofiney A = 'Soviet Industey', Progeass Fublishe
Mescew, 1988, Pe220, ' Fhe

48, Ibid Yefimny ~ 'Saviet Industey PP 212+228%,
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The sansgesent stewsture now opersting in Lhe U.S.8.R.
18 sade up of Ststs (sdeinisiralive) mensgement bodiss end
bodies mansging produstion st the entespriess snd in sssecie~
tions on copt=egoouniing peinciplag. Yhe sbete bodies in
their tuen can bBe subedivided inte badies for Lhe sansgessnt
af the aconony s & vhols (Lhe U 5.5.Rs Coumelil of Ministers,
the ti.Ge54Rs States Plamning Commities, sic.) and ints specls~
11959 bedies of industrisl ssnsgesent (Ministries Stets Coomie
Lises and Soarda). Thars are theee steges (iinks) in the
lndustrial sensjesent of peoductiocns™ Unlon and Union sepubll~
asn control managomant hodlies, fepubliicen nonagesant badiss
snd local badies of industrial sensgoment,

"The aentaepeise Ls headad by Lhe directar vho orgenisss
sll scononic sctivity and s fully esesponsivle for Lhe conditions
st the onbarprlise and Lhe regults of Lhe vork. The direster
is appointed snd relleved of his duties by the oolsrprise’s
supseior body.* The dlpestor of sn enterprien An sll jastitu~
Lions and orgsnisstions, dispomss of its funds in scsordence
with the lawv, enters into sgressants, issuss povers of asttorney,
opens curcant end othee sccounts with mna."’ |

The dircctor hes to ba aver rosponsible Lo the mwues~
tlons and criticises of the diffsrent cotagories of saployses'
reppspantiatives acling as valchedogs on his satlivilies,

et .

48 Yefimor, A ~ 'Sovist ladustey’ - Pregress Aublishers
7% oscow (1988) Pe23t, '

* Supsrior body «~ asang Lhe U,S.5.Ry Counalil of Miniglers
and All Union Centrsl Council of Trede Unlens.




The pasbicipation of the ssssos, Lhat Lis, of the non
nanagerisl workera, in the sduinistration of industry is » Rey
Goviet Lheopstic dosirine, Mass peptiaipetion in Andusiry
takes into four forms, Une of Lhase i supspvision by Lw wore
kors in & fism avar Lhe work of the asnsgement snd thelp siriot
cpiticism of all ites defliclencies. A sseond is the offeping of
suggestions particularly through saployse conferensess A Lhird
i the direcl parformance of sdainistzobive tasks by verksrs,
who do Lhis in addition to Lhely pegulsr verk. Lask ons is
tha acvenent upward of Lheranhepnd=fils vorkaps Ante posts in
asnagezent. Mass perticipation i nobt sn sxpseinent trisd only
in Aimes of presperily But AL s sl put to use in Lises of
difPicultly.

The assaclation of vest nusbors of Lho prank and flls of
the employsss vith sanagemsent Lg eetsblisghed theough *produce
tion confagence’ end 'productive sctivas® which s consbituted
of a highly ssiest group.

For sdditional ceapital, onterpriess sre ontitled Lo Leke
loan Prom banks which i1s to be invested properly se thet sddi~
tional incoms derived from it would be sufficient Lo cefund Lhe
principla and intagsost thereof ot an agresd tiss,

The murplus sasned by the entarprises, sfter paywents of
intagost and rents, are shersd betwson ths state snd Lhe enter~
prises. A portion of tLhe supplus cemaining vith the salesprise
is used as Incentive or benus payment to the seployscs end
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sanugers. Higher the surplus, grester shall be the shars of
the enploysas ss natorisl incantives.

Enterprises which are thue, tresied sn indspondont
business agcounting units with sscountebility to the siske
asuthorities for iks oversil popforwence sre gallsd *Cost
Accounting' in soclislist litersture.

lgy Chiosss Swdel

Den Xlsoping, the chinage suprens, has brought about
gone padical changes in China'p Industey. In sudatsncs the
coforms cacunt Lo 8 "dissentling of Lhe cantral planned syston
in favour of & frec asspiet steusiure.”

The Chinase ¢aforas sin st relsasing over a nillion state
owhad entecprises froa centeal plonning end stats contpol.
Those sntsrprises aps nov sads to compeste for musvival in the
vostern meckal sonse with sll the ationdent fres sepkel faclli-~
tiea like managersisl independunses and povers Lo decide on a
pricing foreuls bapud on supply end demand. These steta-uniis
are nov fees to plen Lhole own production schedules, ssphsting
stratagies end vages structures (lncluding bonus). Mere signi-
ficantly, the sensgors vould have the pight to ‘use of remove
personnsl’ in the bsst intorast of Lhe business. The sontpol of
Governaent Departsents ovar thess snterprimes 4s being lifted.
Hovaver, Lhass enterprines vill be responsible for thele profils
end lossos. In othsr words, Ltha plent ssnager will bs accountable
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for thoig decisions, Thess units will come under "guidence
plenning” as opposed to "cantesl plenning” which would apply

to the cosssnding sectors of Lhe sconaomy like steel, enargy,
cament and fagtilizer, Perhaps, s sea-chonge vould coas over
Chins's price structuce, vhen subsidies would est-up s quertep
of ths natlionsl budootl now, sre eliainsted oncs for all. Undes
the nev prics gtructure, the Governaent would fix up as feu
prices ss are nogosssey. The prices of » asjorily of commedi~
tiss "will be slloved to float,” Even the stats adainistersd
prices would be s adjusted as to reflsct narket fopces. The
docunent saphasises that every care would ba taken Lo prevent
a "'ganaral and splralling price rise" vhile making out s cese
for collective and individusl budinsss entspprises. Tha docue
wonts have propossd that some sesll state-ownad units may be
leapad to the individual bhusinsgsmen of rub by thea on cantract.
All in all, it is naot lncorreot to chorsctoriem the changs as

the introduction of ainad sconomy, s congept fasilisr in Lhia

countsy .ﬂO

te Ingocisliist countplies asnagament in indusiriesl snterprioss
is congidersd e 'a matise of orgsnising in 8 nev way the
most deap pooted, tha sconomlc foundation of 1ife of
scrores of sillions of people.’

m el A Sl

50, Editopisl in the Egonomic Tises, Celoutts, Oslobsp 26Lh
1984 on *The Chinege cw!tt Papty &atnl Conmit{oe
docusont” Lssund on Septeabepr 15, 19504,
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The onterprises have besn sccsrded with the status of
Andspengent business units auch in the sses as copporale
anleprorises are in capiltal sconomics » but thay spe s
under Lhe ateict conteoal of stete reguisilion, ofcourse
fres feon busseucratic i,

The enterprisas sre Lo pay the duse Lo the stels fund
and to Lhs banks Pop soney Leken as lean including
interast,

In ovegy level of ssnagement wvorkeps' pasrtliclipation is
affactivaly sncoursged although singlemen smonagap ressing
prinepily rusponsible to run an entopppliss.

The sntesprison ege sllotted to utllise supplus op reserve
capatity for producing Stems upon which ths state has no
cielo ang tho profit so copned Ls onjoyed by the entep~
prises and thelr eaployseas It clesely lndicstes bthet
the aonstapy lncentive is atill the prisary means Lo
sncoursgs the werking fasce fog production,

Some of Lheas lsssons can be gainfully asdopted in Lhe

nansgeaent of cospanies in our countey, bolh in public and

private esctaop for utilising fsculty of the vast warking force
sngsged in coapanies.

a7

It is Lpuo that the technique of asnsgensnt-pragtics in
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One countpy cen nobt be trsnsplantad in snother countpy as it
vould not sust the soil, envigonment, culture and sociel smilus

of enothag countpy bul definitely best Lechniquss followdd Ln

one sountpy cen be sultably applied in snother countey with
profit, Ag fop sxaaple, tvoetier sysiosm of boapd as practissd

in Company Lav of Jest Gecmeny very afficiantly snd with certeln
modificstion folloved in other Eupopcen Counteles end Workers'
participstion in Msnageaent in Lvo=tier hosrd have influenced
the Coopany Msnagemsnt in Indis. Thas edainlstrative Refors
Commission, in its paport on ocononic adalnistrstlion, recommended
that considarstion should be glven to this importent i{ssue in
kaaping with the Leand in democratic countrles or bjr ghving
vorkers & sense of pactlolpation in Menagoment, Those who spe
ageinst At eggus Lhst Lhe demand of such reppesantation doss

not appeapr Lo be strong and thal trade unlons are, in fact
ageinst iL. There is olpo a telk sbout Lhae nasd far homogenelty
in the coapoaition of the board of directops which cen not be
asintained by varker dicoctors as Lthoy spe bound Lo disclowo

tha pecret ducision of Lha hoard. Thay say afian Influencs

the baard to esrv: thelr Antarsst st the cost of the intarest

of the company. On Lhe other hand, the fact ramsine substontive
that most of Lhe continental counteless have ppovided for eaploysos'
participation in nll spheres of esnsyomsnt with sffective pesuit,

“rofossionalisn and mansgepisiien, with the objective of
sacial responsivonsse as practisnd In Lthe U.S,A, Lhe UK and
Jagen very officlently in company ssnagament of lagge comspeniss,
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asrs still impoptent isauss for consideration u-mardu theds
spplicadbility in the coapany mansgement in India after consider~
ing their sultability and adaptadbility and sbove all, the
attitude of Indian businessmen An thase respects. The attitude
of the Indien businessmen secapding profassionals hes besn eaply
statad by Unash Anend An PANURAMA «» THE MODERN HARHARIG 1 'Ppow
foasionale are neuded ss trustad lisutenants, for kesping Lhe
vheals of growing eapiras gressed and Doving. By declsions on
expansion and supvival, aggression snd bectigal retrest ars still
the dooain of the salik with his unconny intuition honed ovepr
gonerotions in the topsyturvy future nsgkcls of Rajasthan.'m
This attituds of ths Indlan businessmen should changed, othepulss
they will not be sble to cope with the chegging clrcumstonces
vhich ape btound Lo sppeap.

Profesaionallsation of management s pre=conditionsd Lo
the fact Lhat ths professionals should take Lhe tasks of imple~
aenting social pesponsibility end intellectusl lsadogship. Indisn
top corporsts ssnagegr, Asbind Ray stotsd the fact that "Top
canogeaent hes nany pareonal sxsaples to set befores the indien
populstion, Its first funetion is Lo brood professionelisn,
and to do this L% aust be basically equipped Lo understand the
lenguagye of the specislists in the naw scionsoa easrging in busi«
nasa."sa The policy of wholselife=caploymant, vendop-custonas

L .

51 Articlus by Anandg Umesh, Famopeas, The Yodepn Herveris,
The Telsgraph, calcutle, 23ed Septesber 1964, FeS,

524 Ray Apadblnd, The indlen Manager in sesrch of is
donbay, Em: 1974, P=13, t wyiss
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rolationship between cospeny's Lssuing shares and purchess of
shares, the perfest desirsble relstionship snd spplicstisn of
advanced technologicel dissoveriss, the ﬂﬂxty « oriented
value sysisa, tha coaplats consansus in Laking declsions see
sons of Lhe ksy aspegias for advencesent of Jsganass Lonpanies.
The question resalng vhethes Lhess could be applicable Lo Indian
Coapany Mansgensnt gongideping the fact thet Japan is our neighe
bogring countey situstsd in the Asian Continent.

Anvolvemsnt of banks' cspresentative to the bosed of
dlmtéra a8 pesctissd in Gormen Coapanies ss suthorised by
shareholders, ér double voting rights of the shapsholdeps in
the satro-ordinary gensrsl sssting of Freach Companles, or tre~
ditional single boasd mensgesent with smendsents and changes
acgording to the needs of Lhe clrocumstancas in Lhe coapany
asnageaent of‘ the UK, and Franch -~ are soss of the casuses for
the succeas of compeny sansgement in thuse counteles. It has
bscone necessary to exaaine wvhether thesse gould be applled in
the ssnsgoasnt of Indisn Companios consideping the developments
that have slssady ocsursed in asnsgsoant sswnary of Iadien
Companias, Ewven Lhe systea of propertionates representation se
practiesd in Japan, the U,5.,A, and Consde rogerding slestion
of dirsctors of tha Coapanies hes sxarted influsnce on coapany
nanageasnt in Indis, All thase tschniquss end procsdurss sre
casting shadow on the Indian corpopsts msnagesent scone,

1f, without considasing the affset snd suiteddlily of the
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mansgenent prscticas of abrosd ags hupriedly lapogsd on the
Indion mansgonent, it sey be detpimsntel in effect. an sbassrver
in Lhis respect states ¢

"inported proctices say somestimes so viclently clash
with the valuss and baliefs of people vorking in en organisstion
a8 to csuse saplous dysfunption, After all, vhatovsr decision
is taken has to he put into effechk by psaple. And Lf & decision
is traditionslly snd culturslily unscceptable Lo Lhe individusls
vho age going to iaplessnt 1L, thet decialon As bound Lo fall,
ragapdisas of hov Lechnically pepfuct it 15.'33 Roslly 1t haan
begone urgently needed to dovelop our own Leedition and we
should being in as many forsign Lechnigues s will sull our
culture and hepitoga, In Lhis respact opinlon of 8 ssholar is
relevent to aention @

indian orgsnisetions hove shown & reasgksble insonsibility
to the attitudes snd valucs of theip peasple. Un the one hend,
they have tpiad Lo iapose upon them borrowsd orgsenisstlonal sodels
svolvad in ths vastern segial contealy snd on the olhee hond,
thay heve asde no attsapls to iquip their peopls’ with the
sttitude and values regulired by thess aocdesn organisstions. The
lack of congrusnce betveosn the indien sithos and tha reguiroment
of acdern opganisation, and the sbasncc of conscious stisapts to
beridge Lhis gap hes slpeady csussd considepable havoc, It has not
aor#ly prevented us from using the positive slaments in our paycho

53« Bams K5, 'Tradition snd Modernity = Frobles of Mansgosent',
The Economic Times, Col utta, the 22nd Jctober, 1971,
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cultursl heritage, but on the contrapy hes lsd us to & situsiion
of value srosion, slllenstion end loss of cossitmsnt 54

Byt we flealy beulievs Lhat hov far 8 tegcinique of manage~
asnt i3 sdaplasble Lo snother depends upon the degres of sdjusk~
ments sade betwasn the guest and Lhe homt. I is Just like o
narpriage sdjustasnt Lo lesd 2 happy conjugel 1ifs. The belde
cones from @ coapletsly different sulturs and snvironeent to the
foaily of the bridggroon which has ils own culture end tesdition,
Hers, both the parties have (o secriflice soms of Lhelr culture
and haritoge snd a nev culture s bomm. In this vay hepplness
of the conjugel 1ife is fostcred. The sase truth lles in case
of the laport of foralgn Lechnigues of asancsgement in Indlien
mansgensnt aultups,

Thapafass, it is very laportsnt to grasp sn Ldes aboub
the aechelon of Lop ashsgenent of Indlan compenies. In the nsat
chaptar ve shell Ley to review snd snslyse soms of Lthe represmn~
tative companies in india Lo get an ldss of develapment and
changes in the top asnagement scene of Indian Cospanien.

- e

84, HnMa Aghok ‘vsius grosion snd ssnsgesmnt Aljenation

tion', Bu
Mt.h a ﬂm- siness Indis, Somday, Jeouary
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8.1

™he compaition, funclions and structuse of Lhe HBoapd of
Dirsctors differ in different countries sven Lhey differ from
ons company Lo snothee company within ths same countey.

The Company or Cogporation vhan it is incorpossied scecopd~
ing to Lhe law of the land becomsas a logsl pepson wiith peppetusl
succession and conmon seal bul sspagste sad distinet feom Ats
mambaps, Liks any other judicisl papson, At can enisp inlo
contrast, oun, scquires, disposs of propesly, sue and bo sued in
Aln own nams. Llncs, In Lhe natugs of things s Corporstion op
Conpany has no physlcal sxistongs it con not act on its own, its
affeles are requiped to ba leoked after by pepsons of lntegrity,
marit, ability, skill, business scumen wvith foresightsdnass for
the benefits of the verious lnvolved groups sush as shagsholders,
craditors, saployses, consuaess snd Lhe ssclety st large. Sush
‘pursons' asre the real egents of Lha compeny for its sdeinistess
tion and trustees for Als propartlies snd celled direstors. Fos
non-camplisnes or vislatlion of eny of Lhe provisions of Lhe lav
of the land ar for default or far doing Lhings wrengly sush
‘parsons’ who coma into limelight gre held rseponsible and they
sre known ss the dissctors or the statutory officers of the
company within the pusviev of seaotion 2(30) of the Cospsnies Act,
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1988, °If a Corporstion ar Company has Ls function affectively
it has Lo ba sccountadle Lo the public sl large in line vith

the Candhian concept which sias Lo ensure Lhat the public/private
propegly hep Lo be used for the common M."' Reslly, the
sucasss snd falluces of cocpeny sduinistestion sre dependeat on
the responsibilitiss performed by Lhe Sosrd of Dipsclors as the
whole tasks of sanageaent ars vestad on thue,

The Bosed of Directoss of & company is entrustod with
ths responsibllity of soting in the integast of Lhal compeny.
From the legsl point of view, ‘company’ is for sheesholders. Buwb
as 8 sociel institution, a conpany is reapensible Lo iis enployess,
customses, supplisrs, creditoss and seciety st lsrge spsrt frem
its sharaholders. Thepefore, intarsst hers sesns tha interest
of the associsted paptlios connascted with the affalrs of the
conpany. 7o do well to all the perties lesds Lo conflict of
Antarssts. Conssgquently, Lhs resources of Lhe company sge Lo be
sanaged in such a way e Lo sngurs not only its survivel but also
to provide o desired Pinmmcisl gwin far disteidution purposss.
Clrsction in nesded in on entarprisse in order to wsks the sstivi~
tiss of Lhe antapprise covesdinated snd pyeposeful .

In short, the banpd hes got triple functions~dirsction,
ashagesant and operstion, Dipection is concegned with forsulation
of policies, fulflilasnt of objecstives snd svalustion of pssforsonce,

| Kel shassooy S¢ Agti ‘Respenaibilities of Cmuuu
* Rele of Pply ﬁlctw:*.m Econenic Times, Calontts,
August 21k, 1908, _
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The sanagaasnt s concesned with transleting the objsctives
into tangible plens and operstion ssans sclusl perfersencs for
giving tangible shape of the plens cheik out. In Ltwo tlar~
bosrd=aystes the policy board is selsly cencesmed with policy
making snd priserily vith sbjsctive sstting and evslusilon,
vhile the exsculive hoerd's respensidility for strategy deli~
noation ips shared wvilh the policy besrd snd corpuorste phenning
with Lhe opesting level. The policy, objesctive ssiting, stye~
tegy delinastion and cosporste planning are regseded as pragre~
asing sctivity of the bespd while conipols mvd ovelusiions sre
known as sppraisel setivily.

Be3

Ganseally thres Lypes of Dospd sse found (1) Twe=Tier
Sasrd (11) Tuo~Part Sowrd sad (1i)) Traditional unilespy strusg-
Lups Bosrd.

Ing=Thos Roand ¢

Thw peinciple of two-tiep director systea hes bsan opurs~
ting in vesl Gepsany, ths sost advenced capitalist foes of
sconamy. 1In large German Conpaniss Lhers age Lwe boapds, ons
an axegullive boaprd vhich has full sulthopity Lo run s company end
8 supervigery bourd vhich has the pover Lo sppoint sad dismiss
the sxecutive directors snd Lo vsto deaisions of the sascutive
board of directors. iLs primepy responsibllitien are not to
nanege the company nor even Lo direct its long~lers pollsy but
to gheek and psport of the sxsuulive directoss’ posfosaence,
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1n Gorsan Company iLav Lha polas of oxecullves and superviesrs
are forsally and legelly ssparstesd. No mesbar of Lhe sxassutive
bosrd cen elpo bs B member of its own supsevisory board. Supepe
vigary bosed hes also @ sesber whe represwnis the verkers of

the company end Lhis vorkees' perticipstion in the ultleste
boapd has worked vegy sucoessfully in West Gersany. ‘“Senks
aften hold ssats on supsreisory boagds on the sirenglh of sheres
on beshal? of the clients. Thess representatives Lake vary sclive
tnterest in the board end often aspve as chairsan, Thoy heve ¢
geset influsnos beceuse vegy often the banks sre slsc laege
creditors o the conpsay,™

Some ceitiques srs of the opinion thet though At proved
successful in vwest Garsany yst it \s doubblful whather LIt cen
vork s0 successfully in other countries whers the pokiticel set
up is diffegent.

Jug=Cach Bosxd 1

The sost iapoptent festupe of Lhis syshes 1s that Lhe
policy boesrd snd sxscutivs bospd havs squel stelus and eve »
Joldt legal rasponsidblliity and aperats as two perts of tha seme
boards A diagres of Lhis has boen shown by Pref. Sewsel Ellon
An his book (*Appect of Management) as rellows® &

e Egm Dre NeKe 'Changing Pattesns of Cospossto Hensge«
w Publishing “ﬂ“ Pybte Lid. New Delhi, 2nd Edn,

3 nm Senusl ‘Aspects of Managoseni’', Pepgenon Pyess
* Onford, 1st. Edne ";1 PelB, '
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4P ad R BUIANE
™is Lype of ssnsgement is felloved by many Eurcpesn
Counteien, such aa Frence, Iltaly, Holend stc.

Tha traditional bosed consists of the Chalessn, ths
asneging dirssiop (chisf sasgutive), heads of persting divisions,
hasds of funchions (mch as finencs, personnel, ssckating, pre-
duction, sdeinistrstion), and soms non<exscullve dirsctors.

Most of Lthe full tios dirsctors have got Lhe dual role - as
dirasctors of the enterprise, Lhey are respansible for the goe~
pany as a wvhols fop its long Lure stasblilitly and dbetter perforsence;
and as head of opepating uniis Lthey sre Lo sel es represmilstives
of their depsrtasnis and look sfber thely sectlonsl integest

snd often to be conoarned vith the short~tsps benefits. This

dusl role sometinep leads Lo conflicls of intssest,

Thaes ace difficulties of overleping powar in teeditionsl,
tuo=tier es well as twovpast Dasrd. As Lthe asnsging direcies is
Lths only common member in letesr tvo Lyps of boasds, Lhere ia
denger of insdequils and blesed Anformation flovw belveen twe
bosrds and asy result An sowe muluil distrust.
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Thess difficuitios con b svepsens in Lwo ways ~ fiesk
through sppropeiats precedures such as jsinl meshing of L
tve boseds Lo approve snmnusl scoounts Sl in sush 8 jJoint
saeiing, ainutes mid olher docuomenis of Liw sxecullive boapd
bealing clrculatad to all the sssbaps of Lhe poallicy boapd and
saking representstion of Lthe sssbars of L exscutlive bossd
st the mesting of the pelicy boapd snd sscondly, with increass
Joint menbepship, All thess ssssures sre designed Lo prove s
harsonious reletionship belesen tha tuo bosrds and at Lhe m
tina to emphaslize thet oach has iis ow role Lo play.

_ Thege heve baen mush cunteavercy sboul inclusion of none
sxsculive diraators In the boerd. Bul, in our apinion, thsy
can play & voapy ilmportant pole by seking velvasble contributions
for Lthe ssnagessnt of Lhe company by ceapon of Lhely vider wnaw-
ledge and expegisnce gethered from outside.

G4

In India, the system of ynitsrey sisucture of board is
usually followed, Legelly, ths board is the tpustess of the
shareholdors and all the asmbers of the board sre ths reprosen~
tsiives of the sherehclders. In our emperical study of 15 compe~
nies Lt has baen soen that west of the cospaniss ape asnaged by
the hosrd wilth saneging dicoctes (BOX), 8% of Lhe companies are
monaged by the bosrd anly sad 185 by the two-tier bosrde Therse
19 no tesce of vorkera/Eaploysss’ cepresentatives in Lhe bessd,



204

Dut af the T5 compenies, Lhere is only ons compmny vhers thers
S$a one pooples’ represenistive, T8 conpenics s reviewsd by
us having 121 disectors out of which 82 (1.0, only 11.205) sre
noninegtad by \he Govepnment or public Pinmmciel instituliens.
(Details sre in the next chepler)

Beb

Bosrd of dlrectors In Mm Compunies As principel
asnsgenent crgen of the cospany. The ssnegesent of Lhs sffairs
of the company ia vested vith tha bonpd of direstors m‘m
powses sxcepting Lhoss vhich age spocifically ressrved for L
gonarsl meetings by the Ast or Lhe Articlss or menorandus of
sasocistion or otharwise sust nev bs done by the bosrd ef direc~
tors (sostion 291 of the Co. Agt, 1356). Etwery company sust
have dirsctors snd At 13 no lenger possible ts have shege~
holdepesannged=conpsnica (ssciion 252}, The povers srs, howsver,
not conferrad on direclors individusily but are veasled in e
bosrd of directors collectively wnd the bosrd nust sz s genersl
rule act in bosrds' mestings. The company is entitled to Lhe
tenefit of the collective visdon of Lhe boned of dirscloprs.

The boerd oust neslk st lesst onca in swery thres calander months
(Section 285). Ths bosrd may, hovever pess resclutions by sis~
culations provided the drefl resclution is being circulasted

wikh the nacussspy pspsrs Lo al) direstors or sll seubags of

the conalltes snd being spproved by the digectors. The nusber
apperoving ahall oot be luss than ths quorus peguired (tection 289),
To constitute a vallid sesting of hoeprd of directers i\ is
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necassary Lthat notice of the mesting shall be given in welting
to svery directos fop Lhe Lime being in India and Lhal & quarum
be present (Sestiens 206 and 207). Carteln povers of Lhe bossd
of diresctors san anly be sasrglssd by resciutions pssasd el
msetings of the bosed, nsasly, pover to osks callz on shases,
powey to Llssue debentures, pover to Anvest funds of Lhe company,
powar to aske loens stc. (Sestion 202)., Oesed of dirscltars uf
public sompany or of 8 private compeny which is subsidispy of
public company sennol, sxcept vith Lhe congant of such company
in & genersl amscling, eoxaculs to ssll, lease o dispoms of Lthe
whole ar substantislly the whole of Lhe undertaking of Lhe
company, ranlti or giva tise for repeysent of eny debt due by

s diractar, invest otherviss Lhen in Lrust sscurlilias, ele.
borrow nonsy in sxcess of the sggregate peld up capital end
free roserves ote, (section 288).

Though the sbove ass Lhe funciions of the boars of
directops, at presmnt asny sre of apinian thet Lhay heve beuome
Just iike subber stemp.

In this connection ve can mentlon the stetement of en
oxpert western exssulive Sip Leslle Sellh, Ageording Lo hias
the bosrd is not & pubber stemp. The ultissts rssponsidility
An the success or fsilure of a sompany, or for that sstier sven
minoe incidents of loss or an sccident, liss with iis doasd
of dirsctors. (aking hin view cleoap durdng a lacture on the
‘Role of the Soard' st the dengsl Chamber of Commerse wnd
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indusiry st Calewits sn Jenuary 1888, Sir leslie Seith ssld
thers can he ao quastion of pessing the bulk downverds. With
Lhls shjsstive An view L should perisdically snd Lhereughly
review the perfosmenss of Lhe cempeny. In this ceanssiien he
montionsd the role of nomimsn directoes, vhioh he ssid showld
not ba reviewed In igolstion bul in Lhe Lotslily of Lhe interest
of the compeny. Ii should be Lhelr duty Lo dmpert Lhelr
speciel skilis tewseds Ahig end, He Lold thet the board should
aot have say sschionsl reprsssatation. Un the positive slde
he snadd Lhet AL s Lthe duly of Lhe bospd Lo digect Lhe affsirm
of the conpany on Lhe steengbh of Ats collestive judgement.

To sngure Lhe wigkioa of Lhe gollectivity, it 1s fmportant
Lhet the sembers of Lhe bonrd ase cerefully shessa, First
and foresast, » benrd should have s Wacwlsdge of Lhe compeny's
business ss alse the financiel resoupces of Lhe cospeny. 1L
should have & long snd good rapperd with the snier sansgeeent
end a towsh or fesl of the socisl and scenomic akilew of Lhe
vorksrs. In his company, Lhe Seitish Oxygen Company geoup,
he gsid it was Lhe prestlics of sending Lhe diresctors seguisely
to visit the factories. Whether onc ie & full or pert time
dirsctor it ves incumbent upen his Lo bring his spesisl expe~

tise to benefit tiw oapmy.‘

The sbave shetssent by sn supesisnesd and enpurl
sxeoutive bases wufficient teuth Lo aske the ‘ensd’ offestive
bub mam prevailing in Iudu is diffesend feon Yhelk of ih-
UK aho t.he USA in many respect.

-

4, The Telogreph, Csloutis, ihe 200h Jenwery, 1883,
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e Sonalalaans. ol SLISGRS

Seatien 285 of the Conpanies Ast 1968 prevides Lhet
notwithstanding enylhing conlelinad in this Ask, Lhe artisies
nfumrurnmiﬂfum.pwamtlmm
two Lhipda of Lthe Lotsl mumber of Lhe diesclors of & pudlic
company o of & private cospany which is subsidiery of e public
company, sccerdiag to the priaciple of prepestionsl rupresentis~
tion, whaethes by the singls Lrensfegsbile vols or by & systes
of cosulstive voting or othepwiss, the appointaents being ande
ongs in osyapy Lhpee ysars and intapia caminl vecsncies baing
filled in, in sccordamcs vith Lhe provisions sutatis snd sutandla,
af section 262,

In Indlie, sséarding to Cospanles Agt, 1355, Lhe hoasd 1
Lhe suprame policy « making as well s exesutive body., "Suk
Lhere is still s long way 4o go befare Lhin becomss s Pect in
the great ssjoprity of Lhe lerger public lisited componisse A
study of Lhe vorking of the baacds Ln some Lypicel compsnies
mpmén the belliaef that many of Lhes do not really nenage the
operations of the companies concernsd snd are jusi duanias crsated
by rubbes~shanp rssnlutions dictatsd by eilhey a doninank ghisf
sxetutive or & poverful inside sansgesrisl group, sr by presinent
sharsholders (aflepe controlling the compeny with o minepily
intarest). In thelr ayss the board in 8 newsssary aGlisense
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which aaisty aclely bussuse tiw laws mys it M‘o's

Obsnpvation in this cespact made by Feler Drucker As
ralevant Lo asntion which is in fach tpus Lo Indian condition,

in saslity, the bosrd ss congeived by tha levessher is
at best & tired fictlon. IL is perhaps nst Les wush Lo sey
that it hes bscows » shadew king. In sost of the lergs cospe~
nies, it has An sffect besn deposed and Ats plocs Lsken by
exegutive msnsgssent, This aay heve boen schisved in the fora
of 'inside’ besed, Lhet is ona compossd sxclusivaly of exscutive
asnasgasent men vho sset the first Monday Inevery aanblh to supop~
vise and Lo approve vhet Lhey Lhemselves have bssn doing in
other Lwenty ains deys of the month, Jr Lhe bossd any have
becoms o mere shovcase, s place o inject distinguished nemss,
vithout informstion, influsnce, or dasire for pover.S

It is & foct that in Indis still Lhe sajoritly of the
large privete mector companiss are conbrellsd by povarful
Pamilies ar groups resulting & genarsl leck of understanding
of s bosrds’ resgoneiblility for the ssnagesent of & sompeny,
Or. NeK, Setgupta statas very clsarly the Indlen position in
this regerd in the following vosds @

"Vary often difecters look up thasssives ss just nominaes
of Lhe contrulling geoup, or of Lhe chief sussutive, end fergat
thele trun sole as Lhe compmny's top snsoutives. Company

5 ;n " Bpe "MK, Petlegnp of Corporsle

* M‘Milm w Pyt Lidey Maw mlhl."m.

PP 207-208,

8 Dpucker F. Pelar, The Pragtice of Mensgeasnl, Reprinted
* with mr:auua'lm. Heinsunenn Lendon, P-}h.
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officisls ull too often Lesal e und s 8 group of sdvisees,
or 8 body vhess only utllity lles in publis er sharehelder
relations. In other vords, the genersl lepression As Lhal »
hoagd As sn arnamental Dady to bs pul up with. Thame stilludes
have to be chenged befere cup corporstie beseds oan rise Lo Uw
position which Lhe law hes assigned to them. incs Lhase siti~
tudes slwnge athep sieps L0 sske boapds offestive will suleme~
tically felleve”’

But the question is how can this stillude bs chenged?
Oup propessl is that this awn be done by asking wleuciural
conpensnts of the foreation of bosrds The boagd should be
coapossd of sll the ingredients who fore Lhe company, The very
iden thet s cempeny is 2 seclsl ergenisstion, heneflicial te
the sucisty st large' must be developed. The pepresantatives
of the bosrd LY coms fron different anglas Lo represent different
intepests, then Lthe gensral chaepvalion of the boards' function
os "wenaging the company' or ‘scting as trustces fapr the money
and intorests of Lthe sharcholders snd of the Carporstions’ weuld
change: The concapt of trustesship «~ "Oleesters ars Lrusiess
feor all ingredionts Ancluding the mecisty” alghh bs sshisved,

it i high time Lo Find oul some precess in agder o
sake Lthe board effsctive, dymanic, sensible, innevstiive and
repponsive. In this respest 1t Ls vorthasationing Lha shatenent
asde by ¢l Arsbinds Ray, forser Mensging Directsr, Werren Yes

1 Opetibe Senguptes Ope NoXK. "Cheng Paliems of
* Corporsts quzt'. Pu238, -
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Lide, Culoutts in hia srticis "Seapd of Directars”, "Indisn
Soapds sre essentially comigalad from m-u-."

~ Ap & messure to maks the Sonpd effesiive he arqgues
“1r Soard An Indis have to fulfil theip role in Lhe sene way
s Bosrds of fully professionally ssnsged cospeniss de slon=-
vhere, not only will none-enacutive directars heve Lo bs puld
asdequetsly for Lhelr lebeur snd coumssl Mt more iaportent Shen
thet, shasehelding nesda to be videly diffuseds Until Clat
happans, Lhe Bospd will tand Ls be the endussing body fer &
particulag, Af conteelling group’s desires. Unless finencisl
insbitutions exspcies thmir rights and send in s panel of hend-
picked sessonsd businespmeen $s verious Bosrds and berief Lhem
periodically, this vill not heppon asslly. uWith the laplemen
tation of Lhe Forelgn Exchangs Regulmtien Agt (FERA) in Indiae
and the lsunching of Government sgtion Lheough snscliments of
its sertl slsovhers end the wids dispersion of metiensl publis
shersholding by Goverrment diecsclive, W sre seving Lovards
Lhis desirable chjective of professionslly sensged conpmnies in
the true snss., Uce 8 process liks this hes beon atasiad on
8 vide monle, it vill continue Lo weve in thet direstion,*’

») » bosed mush bE eutononsus,

b) the past of Chalsamn is Amportent ap he susl take At
wu-mxmummwmun-m.

8, !lrhm&m Boasrd of 28 A sritique in Lthe
. mmhy's M’"‘ A} l;u-whl-u-:
tion, Managemsnt Houwme, New Osihi, Imt. EdNe, 1903, Pe26T,

8. Ibld, Ray Arsbinds, 1983, PP 25T-268,
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¢) the Doard sumt. devote Lhempelves for palicy seking
lssving the routine work,

a2 senngenent sasouistion to be crested to have & welf-
reapasting professional senagonent in lndla,

The funations of Lhe board sre expected Lo be perfopmed
properly and affactively if the smientific structuse of sanage-
sant is foseulated, If Lhe sterucluss of Lbe boapd Aa ocrgenlsed
on functional linas it will gensrals Lemenss help Lo Lhe esxecu~
Ltive sanagesent of the Cospopstion. The slze end sosplsaities
of the company ape inceessing day by dey. The continued denend
by #he labour forea Lo participste in capital as vell as in
managenent cun no longep bs svolded as Lhe constitution of lndie
has given guarentes for the workses' perticipstion in ssnagemont.
Apart from AL, Lhe benks end financliel institulions have bescome
aajor stock-holdesr of Lthe sost of the coapanias in India. The
public institutlons vent Lo Lake 2 more dicest lntapest 1n the
active functlioning of the bospds of companiss in vhich Lhey have
invasted monoy, They are lntepssiod to sneure Lhat the right
kind of cospeteni professional men are adegualaly repressnted
on Lhase boards. The Govesnmeni, aa the only psco;nised body
to repragent custosers, supplisrs snd slss Lo uphald public
interest has come forvard to reprasent the bossrd. Thage As no
singls compeny Ain Indie which hevs nolL borrowed soney froa
nationsliond benks. They are requirsd S0 ssnd Lhair noninsos
to the baard in which Lhey have geranted losns.
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In the future, by the procsss of ovolution, the bosgd of
the compsny shell be compsed af ths representotives of a2ll thoss
intarests involvaed with Lhe sffalra of Lhe cospanien. Thape are
the signs of heslihy growth of ths corporste systos whish will
bound to take plsse in the nsasr futurs,

In the neat pset ve shall Lry Lo discums officlal jolnt
sector froee of managessnt end develapmont of joint ssutor
concepl as enuelated by Op. L.C. Gupts, ODirector of Ressapch,
fnstitute for Finenclal Monagemsnt of Romeerch, Madras (1974},
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6.8

*Joint Sectop' is & "mile~stons’ Lovards Adeal fore of
company sensgement L.s. 'Multiple TwooTisr Bossd's This conoept
as 8 nay msnsgenent steuctuss shot into prominence sround 1969+70,
The nusber of such prodecis had boen fev ot Lhe inltial slegs.
Alr India stertod ap 8 joint sectoe, tlolen) orce ves almo @

Joint clan to invest in the State. Some expspisentsl jolat
sectors have been vorking vepy succaessfully in indie. Festurers
of thelr capiisl and ssmagenent stpucture srs noticeadbls as
follaws ¢

a) the participating financial institutions are taking pagd
in sanegesent;

b} the mr“clpatlné finasncial institullons oxtend Lo genagrel
conteral aver the coaposition of Lhs bosrd;

a) they are sangding propostionats pspresentations Lo Lhe
board al least in goms cameag

d) their conteol extands to ths melsction and remunestion
of sll top mensgerisl snd technicel exccutives.

It 15 @ 'joint sactor' project of Yessl Nagu Governaent
heving project cost estinsted st As,T1.} ceores flosted An
Fobruapy 1912,
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e)

d)

»)
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IRA DO I AEURR O 2 R . A L _ SR :
IL i 8loo » lorge jeint sschbor project with institutionsl
participation flosted in 1372 heving preject sost estine~
ted to bs Rp.07,50 creres.

It is on illustretion of amsll siawd Joint sectop, flosted

in the yoap 1972 with estissted project sost eof Re, 3.7
groped, promoled by the state owned Punjsh Indusipisi
Developmsat Corporstion Lisiited helding net less Vhan 3

per cant of its capital. The boapd of diresiors As consti=
tuted with 8 scabers, 4 sre nominsss of Lhe Stats Governmant,

Euntal desvacien bisitad ¢

By participsting in nst less Lhen 51 per cenl agquily by
the Punjsb State Govegnuent (Lheough the Funjeb Stats
Indusheisl Develapment Cagporastion Limited) 24X by Lhe
private sectop papiner (Esst Indis Holals Lislled) end
balange 25 per ceni by Lhe gensesl publlic, this joiat
seator flestsd in Lhe yesp 1973,

Tha tindd_Subher Lisiiad

Though it wes flosted An 1972 as » privets secilor saterprise
insbitutionsl pestisipation in b sensgement is conaslidere
sble., The 1081, IFC, ICiCl, LIC and UTI heve sight te
naslnalas upto thres directors se long as say poslien of
thels loan/debentures remsins oulatanding or so leng as
they had sharss 8s » resull of undepvritinge The U.PSiats
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ladusteial Corporstion Limited (vbally owned by the Utlep
Pradesh State Govepnment) will have the pight to noslnals
upts Lvo dirsclors se long es AL holds sny shere as @
result of Llis undepwriling.

Othar oxenplos of susceasiful Joint Sectop snterprises
ape Lhe Gujsest Stats Fertiliser Cosporstion snd the
Gujarat Napesde Fertilisse Cosporation. In Lhe yese 1988,
Biher Governmenl launchued sucssssfully four jeint msetier
projecte. In vest Sengel, Stata Governmeni, in order o
sooslerals Lhe scononic growih of the Stata choss as &
satise of policy the systen of joint meulor prejest fer
Heldis Pelrochesicsl and Salt Lshe Elesctyonics Complex
which hes begcons 8 astlar of hol dimussion md geines
specisl isportance hegsuse of Lhe laft charsstar of the
State Governmonit which ia sentlionsd hars &

TASLL RS FRANAS L &R, PO0 JAEL. 3

west Sengal Industeisl Develepment Corporstion (WBIDC)
ohisined & letiur of indent fop » pelre~chesicel Complex
st Maldis in the disteict of Midnapore, Wast Bangal., An
sgressent vor singed in Caloulies on 23pd May, 1988 belwean
WBI0C end Me. R.P. Goanka snd his son, Me. Senjeev Goenks
of the Duncans Group for sctbing up the projsct in the
JoAnt sector, The qquitly shering in Lhe compeny, which
is to be fopmed soon vould be as pesr Lhe uwuel nores,
vhareby WBlDC would hold 26 pse cent, tho Gosnkes 2% per
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cont and the rest would be offered Lo Lhe publice The sstinsted
cost of Lthe proposed project has beon scsled down Lo Re.G48 creres
fros Lhe sarllier sssssmmont of Ra.833 arores. Very recent bulletin
published by Mp. R.P. Goenks dated the Ist, Novesbar 1988 which
statas Lhat the sstimsted Froject Cost of well ovar Re.1200 creres
nakes HPL Lhe single biggest joint sscltor investment in Indies
The project has already mnede oonsiderable progress.

PeCe BANERIL, Chalresn (Chelrman, West Bengal Indusirlel
Develaopment Enmnu-n) '
RePs GOENKA, indusisrislish

TeGe BROCA IAE: {Sscratary, Commegce and Industries Osporiaant,
Governaent of Wast Bnql“ '

PoKe SAIKAR IAS (Se Finsncs Osparbment,
Govepnment of Wast Dengs .

S+OUTTA 1AS (Exssutive Dirsclar, west Bangel Industrial
Davelopment Copporsation)

VeGo RAJADHYAKSHA (Fosmarly “‘f""" Hindustan Lover Limited
snd Mosbar, Flawming Conmission

:’ .S:iﬂ}msa (Formarly Chalpeen, Indisn O)1 Carpesrstion)

Ppof. Niresal Boss, the stats commerce snd indusiries
ainistep, Lold "The Econcalc Times" (published in Lhe Zgonomic
Times, Calowite, Sunday, June 3, 1988) Lhatl West Bengal is »
tokewoff stage for paplid industrial development. Ths state had
slrssdy wads 8 bresk theough in Lhe slestrenics fleld, whils
the pstro~cheajcsl conplex wss nov & reality, Stating the
reasons for jolning hands with the Goanks group to setl up Haldias
Patro~cheaicals by wWest Bengsl Indhsteial Usvelopment Corporstion,
Chief Minister ssid "1 did not Leke sven 8 half sinuts te make
4p By alnd viwn Mg Ret’s Gosnke mel s with ths propomel e
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iaplesent the petlrevcieaicel camplen, I do not went ay Stulse
ta turn into desspl” Lhe Chief Minister polniad owd.

Reprawentstives of the large forelgn mulli-astienal
Corporntions have alrssdy set the Chis? tinister of ‘est Bengel
to fore sany jolnt ssator prejects in vasl Bengel.

Laft Peont Geverament initislly dependsd to the sanimum
on the promige thel sagouragesent should bs given Lo publle
sectar projects. Sut Lhe State Gevagament dld nol maks sush
hsadusy in thla pespect becsuse the Stats Governamt hed no
additional asonsy to expand public sector undertehinge.

Ministap-ineChurge of industriss Prof. Nirssl Sose seld
"we found no altacnstive but Lo sncourags privats ssetor Lo
come fopward” in Joint ventuses wilh Sists Govesrnasni, He sssope
ted that thapa i3 no objection Af sonopaly housss and sulile
national Compeniss guome farwapd in the jJeint venture preject.

The Industrial Licensing Felicy Ingquircy Comsitbes (Outt
Commitias) 1n its report (1959) secomesnded thatl whepever publia
finsnciel iastitutions had provided substentisl financisl essie~
tance Lo 8 privete msolor company, they should censider convasi-
ing the loen inlo equily snd sheuld siso teke sctive Anterast
in ths ssnsgessnt of Lhe underteking se as Lo davelep it as o
Joint undepteking, This ves scespied by Lhe industirial lioew~
sing policy of 1970 snd sfisprvards it was Lshken a3 Industeisl
Policy of 1973, '
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Shel J.ReDe Tota's speech sl the snnusl Gensgel Mesting
of TISCO on 40h July, 1972 stalad "Conpldering Lheb diroctly
or indiractly the Governasnt slready conlpol 4u pap cent of
the voting sights in the Company, it is clesar Lhal any sppre~-
cisble Ancresse in their shareholding vould sutomatically
convert the stasl company ints a 'Governmont Conpeny' as defined
An Compsnies Act and into & Joinl ssclor cospany undor sny
passible definition of tha joint sector sbout which we hawe
a0 wuch t.nélr.w '

Naturally sccerding Lo Dr. NoK. Sengupts "Privels
industey ﬂavad it 28 8 ruse for haokedoor netionalimstion,
Coverssly, laftist opinion snd ceplain sections wisved it as
s thin end of the wedge by which large houses will re-entier
the Industrial seene in 8 big «ay end dofest Govepnsents' enti-
concenteation policy." He concludes by stating that "clearly
Joint ssetog As no meglc vand, OBubt it cowld heve beon and cen
still be developed es & vary useful and effestive forn of senege-
ment, wherever Govemnesnt has substanilial, Af not majority,
financisl intarest,'?

.) In the nsthad of msnagenent Lheps is ne pravision fop
voskers' participoiion in asnagessnt;

10 Shed J.R.0. Tetes' spesgh st the snwel gensrol seeking
° of TISCO on 4th July, 1972,

1. NeKy Chan Pnttm & rebs Mensgement
VINGSh PUBILORING Pbs Lides New Delhis p
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b) thers i3 no pravisions slso for Govespnmeni's nosinw
to the boapd Lo represent Lthe consumers, suppliers
ond Lo wpheld public Anterest;

8) there i3 no system of denk'’s representation to the
bosrd 83 suthorised by Lhe disperssd sharoholders;

d) shering of cepitel snd perticipating nominess are ssde
in srblteary manner, Froportionste participation in
boagd in pelstion to capital is not folloved in all
Joint sactos projects.

Be8

Op. LiCe Gupta, Olrector of Reseapch, Iastituts for
Financial Managenent & Ressarch, Medres An his fascus bosk
'Corporate Management snd Accountability Towards A Joist
Sector' (1974) developed the ides of Jelat Secter Movement in
indla. Defining tha sesning of "Joint Sector’ he states "The
tars Joint Ssclor® is applied to an undertohing when both its
ownapship and conterol (which should be distinguished feos
day~to~day sansgenant]) ars sffactivaly shorsd bhstwesn publie
sagtor agencies on the one hand snd Lhe privels group on the
othee. It ia » totsl alscenseption Lo suppose Lhet Lhe Joint
sscter Ldes iapllies 8 combinstion of public anwerbihip end
privats senagessnt, Tha basis ldes underiying Lhe concept is
a cosbinstion of joinl ownership, joint contrel and profsasional
nonagoment,” 2

12 Gnm O LeCo Wlll :
* A Joimt Sectes %uun T Thea on oonel? v
Institute for ; Sal m ;g ﬂnm. Madean,

1994, Py,
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Thas joint sector idess was strongly asdvoceted by the
Industriel Licensing Fellcy Inguiry Cesmittes populssly
knows as Lhe Outi Commitiss which sbassves.

"The ‘Jaint Sactar® vould An our viev, includs units
in which both public snd privets \nvestesnt has taken plege
snd shore the state takes sn sctive pert Ain direction and
conteol."t3 -

It may be mentionwd here that Ore Gupts's Ldes of
Joint Ssctor is guite #iffepent from Lhe Dutt Comsities’s
recomnandations of Joint Sector on the felloving peinty @

3) Dutt Conaittee had nsver Lhe alightast thought thet

' the joint ssctor could posalbly ba supseior nol only
to the privels corperats system, bul slso Lo & diesat
state=oynceshlpy of Lndustkeyi Or. Gupta's ldes af jeint
soctor as an orgenisatiaonal sefura for Lhe large busie
ness misrprises, can be mn\m s such » substituta
for the public ssoter as for the ppivsis corpsrele
syskon,

i3) tutt Commiitos eupheasized the Lden that finansiasl ssslis~
tance end equily-holdings should net be noemslly ueed
by the stats end the public finensial institutions for
sppropriste psrticipetion in Lhe privels sestor soncems
30 susiated, needed to be firaly set aside. While Op,
Gupta's support of substitution snd justificstion for

—a P i i e A

13 Indusipeial Lisen Pelicy Imnquiery Commitloe’s (Owit
* wun) Main R‘::grt, ﬁ‘zm{,ﬂ indla, New Delh},
. .
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the joint sscler vis~ewis Lhe privete ssctor s deplved
basically from ths problea of economlic pover and ascount~
ability the cems for Lhe jolnt seclor visrs=vis Lhe
public ssgtor reets asinly on the nosd Lo secure pro~
fitebls opeeation.

143) Govarnment of India's thinking, the ®joint sectar' ss a
ﬂmmi soncept, sppliss Lo nev projects only. An srbdi-
teary formuls has sleo beon lald down peescribing the
reapactive porcantages of sqguity aapital to de hald by
sagh of ths pertiss to & joint sestor unit, the formuls
being 1+ 28 per cent to be hald by the Governamnt of its
sgancies (genarally the stats industrisl developoent
Capporations), 25 per cent by Lhe privsles collsborating
group, end 45 per sent by the public. Hovever, Lhe
parcentage of share holdings say be flexible. Dps Gupta
sdvocstes ths proapostionsl repressntstion for public
or institutional shershaldings., Fapsilal to ths polisy
of ssiting up nev projsats as joint sesbor units, snd
stonding somevhat in Luolation fpom ik, is the policy
of making ell public financisl institutlons Lo particie
Nl_c sgtively in Lhe control end sanagament of concarns
sesisted by thea, In osder Lo further such pasiicipestion,
8 general palicy has besn sdopted undse which lending
institutions sust receive an option to convert s part of
thelr losas into squily shares. |
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The tvo ideas ~ the 'joint ssuter’ snd institutionsl
participation in asnagerisl contsol ~ have o gosmon element
and a8 comaon sln snd should, Lhersfore, be viswved Logether.
The officiel thinking on the problen has reained semeviwt
plecemeal and the two Ldoas hsve not besn preparly Antsgested
into s coherant officiel policy. Fupthep, thers is ne clesr
appreciation of the jsplicsilons of these pelicies far spars~
tional msnagement, nor is thers claritly sbout the siea to be
schieved, '

Therefore, Dr. Gupts's jolot msstos ssens the public
shapsaholding and institutional sharsholding Jolnily sad ssnage~
moant of ths Corporstion is vosted to the privete and institu-
tional nominees. Accopding to Or. Gupts, Lf jolnk sestor
systen of sanagenoni aould be iatrodused then conlgel of group
of family could be checked, shegsholders’ demserscy, tould
bs estabiishad, Governmental contpol will bs alnisised snd
defoots of privets ssctor §.e. evasion of Lsx, sonownissting
the activities of amnagessnt for sslf inteprest as well ss the
deserits of public segtor in burssueratic systsn of sanagsamnt
such as presgcamtinetion, aspoliss, red-taplse, strong hesded
adainistesiion wic, could be sliminstsd.

8410

i

e ilas duasd HUSEEE SF MG \

Oup Ldea of Multipls To=Tisr Sosred is o development of
Jaint Segtor Managomont sysaten as snviseged by Of. Gupte. Undes

A -y

14, Opegit,. Guplas Dps LoCs 1074, Pel,
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this systen not only lnstitutionsl shersholding snd propop~
tionsl raprassntstion heve besn given esphasis, Lhe werhers/
saplaoyess' perticipstion in mansgementi, Governmsenisl perticl~
pation theough nominess to repeessnt Lhe customer, suppllier

snd soclety st large have besn gliven dus considesation,
Governeani's participetion is negessery bscauss it is the only
recognissd institubtion having powver Lo rspresent sll mestions
of pesople of a countey. As such, we suggest thel boesd of
ssnagemont of corpopate sector should sonsist of (Pallcy Bosed)
vith hetgrogensous slemsnis snd theough propeptionsty represen~
tation of shareholders and finmneisl institullons. The chalirsen
of tha Policy Dosed who vill be always Prom smongst Lhs Gevern—
mont nosinses end be remponsible to being in hosogeneity thet
should prevsil in eny besrd. Tha asuepianae of the spirit of
proportional espesssnistion is pre«condition Lo bring n any
changs in the sipualuse of coapany ssnagsaent, curteilsent of
the pover of tha group or fanily ssnegessat svd desosretise~
tion in gompany ssnagenent md subssrvs the inteprest of the
shareholdars and other ingredienis of Lhe company, In the nese
of conplets homogeneily, beards of disecters should net besose
rubber stanps of vhat Lhe ssnaging ar Lhe enesutivs diresier
asys or does. With s chwirasn, pesssssing both sbility mnd
intsgrity, it should net bs difficuit Lo produce hamogensity
and st tha same Liee get tha bensfil of Lhe different peints of
visy on the funslioning of sn industzisl units and plens for
Ats expansion and diversificstion. Reciprossl intarests of the
partisipents in Lhe bosrd will sun Lhe csspeny fep beller sesuit.
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Anobther peint of difference botveen oup sugoesied
formet of corpsrete msnagesent steucture end 20 called jJoint
seqter viev s Lhal by direst participetion by Gevesrwent,
banks ‘pepressniatives, vorkesa/saployees’ represuntstives
apart fren shersholders snd finsncial institutlonsl proper~
tionatas represantatives, would being a closee reletlonship
hetwvesn Government snd business snd tenge relationship thet
prevells dus to aisnmdepstanding cen bs ainisliesd. A good
relstion betvesn Lhs mansgeaent snd drade union would help
to being in industeisl pesesces and ssourity. Company ahell
be able to got long tarn finanuce from finsacial institutions
and short tese finence for vorking capitel from banks.

As tha Policy Bosrd vill be compossd of different
slenmunis, any plan or project will be discusesd vilh pros
and cong and sn Antelligant, jJudigcious, relevent doslisions
As eapegtad to be taken by the board. Thags uill be & systes
of check and belanse in caorpossts Goveprnaent,

The sxescutlive bosrd on Lhe other hand will bs campoand
of internal professsional onployess vho will sest onse or tuine
» wesk snd perfors thele duties under the dirsst wupervisien
of Managing ODissglaor.

It is Lo be pomssbered that nominses of Lhe Government
or financlial institullons msy be 80 pep cent from oculsids
experis ond 50 pep eanl fpom the Govarnasnt enployses o2
enployess of the finansial institubtions, Government snd Senk
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aay saploy professionsl saparts ta depuls noniness to Lhe
coRpEni ve.

Belt

"."‘L'ﬂ'..-‘.- e Tk h: i H b F DY LA R
'MARASAS Tuo-1i0r Dastd Srinas of _"sicains ¢

Pallsx Sased ¢
If wa suppose thet the peliey bosrd is constlitutad vith

12 mosbers, than ssubers repressnting different Lngradienty
are suggestesd to be appainied in the folleving ashreg »

1) 1/3 of the stpength of Lhe board L.¢. 4 in nuaber Lo
s the repremsntstives of workera/enployses, duly
elegcled by then,

2) $ sanbap 18 to be noalnatsd by Lhe Centeal Govesprment
ond ¥ by the Stats Govepnment in the Siaste vhess Lhe
gcospany is situeled, Lo sepressnt custonss, suppllers,
sraditors Lo uphold public interesti.

3) t nesbepr of the bosed will be the represantetive of
the Bank,

4) Sey fop sxsaple, Lhe weid compeny hes LAsswed 100,000
Equity Shares, out of whish 40,000 are held by Finane
cinl Inmtitulions and 80,000 sge held by the publie,

5) In such » csse proportionsl sepressnistion of shmre~
holders’ representstiives of the Financisl Institutions
snd public will be 2 and 3 respactively,
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8) Tha chaiguan of this boerd aust be Prom amengsh Lthe
srspregentatives of the Gevemmasnt Sank sp Finsngisl
Institutions, The Memaging Dipssior shmll bes feem
ssongst the reprosentatives of ke public, company
(holder of shere) eto. GOelh Lheass efficers are Lo be
slestad by sll the nanbers of Lhe Beapd.

Sanckive Baned @

Sisilaply Af we suppose Lhat Lhe snssutive beepd 1o

constituted with 10 wenbars then (he ceaposition bs suggesiad
to be ss follows ¢

1) Menaging Directar of the Coapeny will be ons of Lhe
ssmbers of this boayd and for his position ho vill b
Lhe president of Lhe bospd,

2) Othep 9 sembers srs L0 be sslected by the Felicy Desed
fros saongst Lhe profemsionsl ssployses, possibly
hends of differont deparisentis.

Acoarding to Lhis systen of sanagensnl s cospany is
regardad o3 8 wclel institutlion; a nost laportmnt seans fer
ell round develepmant of the coumtey. As such, Multiple Teee
Tier Ssard may be defined ss & Lethnique of sanagenent of o
ssapally by two bourds =~ Fullicy Ugeed, sonstituted with Lhe
represmiativen of different constitutenis fepeing s company,
baing lanovalive, rewponsive, affective and retisnsl 0 serve
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Lheis intersst and uphald public interesdh, ssinly sngaged

in fossulsting broad policy snd shrslegys \he wssend besed
knaown as Execuiive Soard sonstitulad viith professionsl
asployesa whw sre axpactad Lo suspt Lhelr full capediliiliss
for Lhe proper end offestive sxssution of the pelicies and
strategles undertsken by the Folioy Hossds Feofessionslise~
ticn, mansgesialion, proportionals reppessntation an the basls
of shepsholding, bank's snd Gevernsenisl represeatation to the
pslicy bused, intgoduction of sodesn Lechnolegy end sheve sll
culaination of bunavaleni self intepsst vith an oullook of
national intersst oand public velfsrs sre soms of the conditlons
fop its success., The chalrmsn besing s parson posseasing
superdb parsonality Ls plagsd in central pesition of the Folicy
Sasrd whils Managing Dipectos serving ss 8 linkman helvcen
Poliey Soapd and Exeoutive Boapd will be ex~efficic president
of the Exssutive Boards

Tha proposed format is shown in Figure ... 4, the
details of vhich is given in Pest I1l,
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We shall sitsrl this parl by sentloning Lhe statenent
of Geogge Goyder, ons of Lhe beat known sxponents of Lhe
concepl of 'trustesship' ides ¢t "lndusipy in the tysntisth
cantupy cant no longsr Do regesded 83 & privels sansgeamnt
for enriching shareholdera. It has besone s jeint entarpeies
in which vorkers, asnagesent, consuesrs,; Lhs locality, Govem~
mant and Leade union efficlsls sil play » part. If Lhe
asysten vhich ve know by the nases of privals entesprise s
to continue, some wvay aust be found to emhrsce the many
intaprasts vhich go to nske up industey, such aa Lhat batuesn
the vackers and sharsholders, is et m!mt being resclved
by hil=or-miss mathode) by strike, negotiation snd compronise,
lesding to & Purther process in the sems arder, snd se on
"sd Anfinitue’. The slternativs is Lo crests & structure in
industey which pecognises sech of Lhe pacties as having
cerbain definite rights (with thele cerresponding responpibli«
118380) legal constitution of the aingle coapeny, in such
8 way that the tension in industey ssy bacoms cspsble of
resslution et the board room table of Lhe individusl satarpriss.
But, before this is possible must be first discevesred in
industey, » besle of jJusiica upon which to pales the spucture
of the compeny which detepmines its formel responsibilities
to the party to industey, ve mupt ansnine the legel structure
of the lialisd llebiiity compeny snd sse Lo what extent At s
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capable of adaptstlon aske pansible fuyll ce-epsrstion Dstysen
Lhe parties Lo industey on » basls of Justise."'®

We ape Lo find oul cerbalin nev steuctors of company
ssnagenont which will include the best expseisnces fron
different countpisa, vell sulted to sur oanvironment wnd tew~
dition but within the Preme vork of our conptitution se thet
boasd of directors of Indian Companies can be sffective,
rosponsive, sensible snd innovotive Lo taks the responsibili~
ties of national developmsnt which see axpssied from Lhes,

An ideal fapmst for thm structuss of company asnageasent
is Lo be cpestod which will ba in the lina of twoellier boapd
of msnagement., The first bosed mey bes tepmad s POLICY BUARD
end sscond bosrd ss EXECUTIVE BOARD, POLICY BOARD will be
constitutad vith the proportionste rspresentatives of the
sharasholdesrs and finsncisl institutions (as financisl institu-
tions, at prosent hold a substantial pertion of equity sheres
in most of the large companins). There should be nlso one or
tuc Governmant nmmuun{npnmwﬁn to look after
Lthe intepest of Lhe consuasese, suppiisrs end seoisty st lesge,
Proassbile of oup constitution itself declares thal Lhe sie
of the state smong other things is to sssure Lo all citlizons
socinl snd esonouic justice. Ths Directive Peinciples of
Stats Policy relating to mocial and sconomic setters {Asticles
38, 39, 41+43 end 43A discerded ths old docteine of laisse:

- -

18 ders The Ffulure of Pnn Enberprisns
* ol oienuaii, Oxafece 1564 . *




320

fair wnd astoblished Lhe right of Gevesment Lo regul sia and
conteol privite business in @ desstie msnner. Thess reproasen=
tatives vill be over and sbave as peraissible under presmnt
statutes sithor for sanctioning lown or undsp Lhe apecific
provisions of some othee statuble llks Andusigies (Dewelopment
and Regulsiion) Agt, 1974 (Lhe Centeal Govapnmont is ewpaversd
teo sppoint any nusbes of directors in a cospany to protest
public interest) or mcording Lo ssetion 4U8 of tLhe Companies
Agt, 1968 to chegk opprassion end ol seansgenent .

Thare should be slso the systes of incluslon of banks'
reproscatetives to the board. Feravisions should be aade 8o
thet small investors in shaps capilsl could deposit theip
shares in tha banks and sulharise Lthes to repressnt (o Lhe
bosped. In order to stop Lthe ugly blank proxy bsitle, the
germen gystem of Senk’s repregsntative to the bosrd is expected
to pley s vital role An coapsny eanagesent. Apsrt froa it,

& cospeny is sluays depsndent on banks for its woeking cepital,
The peprosentative deing proxisity vith Lhe msnagesent if
convincad and setisflied will seet Lhe financisl requiresenis
Llsmedistely,

Thers will alsc be vorkers' participetion in asnsgesent
a9 the Articie 43A of our censtitulion hes provided as such,

The Secher Commitiee (e high poversd Cosmitles appointed
by the Governmont of Indls) Aspant (1979) recomssndsd for
‘worksrs’ purticipetion on the Sosrd Jevel in every cempeny
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vhich saploy 1000 or sers vorhers as defined in the lndustsial
Of sputes Agt, 1947, provided 8t per eani of Lhe vorkmen decids
1n its fevour by secrel bellot. Thoss who aes sgainst it,
argue thet Lhe dessnd for such represantation doss net spossr
to be strong end thet the trads untons srs, in fect, agalast
it. They srs afraid of the feet thet homogenaily of besrds
aseting could not be ssinteined. On Lthe olhwp hand, the fast
reselns that most of the continentsl countries heve provided
for eaployen=papticipetion st all levels of company sanagement
vepy successfully, Being fully in sgeessent with Lhe sesemmen~
detion rﬁardmg vorkers' purticipstion in ssnagesani and
sepital, ve suggest Lhet one thipd of Lhe boasrd's n-ln‘l
should be werkers' repressntatives.

Thare is no doubt of Lhe fact Lhat & csrlain degeee of
genuine vorkers' participstion with Lop menagesent vill be
helpful in promoting grester proeductiveity and sasuring betisg
sotivetion and bring sbout industrial pesse.

In the beard, \he need for some oulside 'profesaiensl
girestars’ In the privels saspessts sesior hes sesdlly grewm
An pecent tioes, They come froa o mlasd Heg of prefasaionsly,
velapan conpanysen o indusirinlists snd setised Coverrammt
compeny officisls, bankers sr efficisls of Lhe fissasisl inpe
titutions: The professionsl direcher should be shlie to dise
Linguish betwson soutine matisss and stestegls metisss, wad
concanteats his lisited Lins and snesgy on the letbar, Vs is
sleo pequired Lo vetsh Lhe funclioning of Lhe beard and L
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propase through the chelrman such changes ss he considers
necasssry. Along vith Lhe othar aembers of Lhe besed, he
shares the responsibilily of freming the corporsie objestives
and polisiss including long rengs planning, theip implesen~
telion, ang pecforesnce~rivew Lheough reperting sad menitor~
ing, and of saticipeting and initisting changes wheraver the
environaant needs it., It Lherefaps, sppears thel cutside
dissctors properly sslssisd froa the pight king of pesple ean
strengthen corporete amagesent, 5till there is » great con-
_tm‘ny se rogords Lhe real sffectivenssa in company sensge~
asnt on imslusion of directors from outsida. Feter Oruchee
geve @ solution to the probles of the Latue of inside and
outside directors. He hes questioned the wisdes of exsluding
outsiders completsly from the beard. His sgrument is thet
the bosrd s ossentially not sn orgen of asction suespt in
crinln, but of review, appralassl end sppesl, snd it ls Lhere~
fore uumrr thet it should sontsin as assbers persons free
osutaide who ers detached from cpsratiens, "who cen lesk spiti~
cally st the prefil plenning of the compeny, its cepital iaveste
asnt policy, its senaged sapenditure Nmt.."“ Ne Lherefore
ueges Lhal Lhe beard should consist of "parsens the bulk of
vhom have nevor ssrved ss full tine officera of the company,
who sps likaly Lo see things differently, Lo disegree snd

to guesion-aspegially Lo guestion the aMﬂan on which
the chief sxsoutive Lose seis withoul, vauslly, kneving thek

18 Petap F. Opvchep, Frectice of Manageseni, 13860 edn
* Mammﬂ' ’ ‘
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it is asking theme To obtain rosl bemefit from Lhe Sosed its
assbarshlip sust bo cersfully sslected and Lo get the pight
kind of peopls that coapany needs, board sombershlp will heve
to bs made financiaily stirsstive.'’? The spportunity of
inclusion of oulside dipsctors in Lhe beard of Indien cespanies
hss incremsed as financial inghitutiens can nonlnate such

dipoctora.

We slzo suggest Lhat in Lhe asnsgement of compeniss
in our countey, intraduction of two-tler boagd is sssenilsl,
due to "Lhe gradunl aposion of the Sosed of Directors ss o
functioning organ of the sntsppriss.”'® The siudy tees of
the Administeative Refore=Commlasion on the Company Lav Adainipe
tration slso suggested the passibllity of the sduption of Lhis
pattern of Luwo~tiee boseds In Indlen Compeny Law on the Gapmen
sodel. Thin Gepmsn practice can he sald Lo have reconciled
"the prafsssionallsstion and growing entraprencurisl sols of
exasutives Llaeding to thale inccsasing selfeselisncs end
i ndapendongs of judgesent, with the inarsssing proswmirs end
control exoriod by intspasted groups such as smploysus, Lhe
state or the reviving foree af shareholdars®'d Lhe exsoutive
board symbolising the lattes. In kesping with the genspel
trand in continsnlel counteies, st losst sows soapsnles in
indla ssems Lo be maving in Lhe dirsction of entrusting sstusl
ssnaganent Lo groups of ampleyse ~ directers, st lessh infer~

sally. Guest heen and Willian hsve intpodyeng 2 aysiea of
W A AR A e WAt il

11, ibdd PuiT,
‘ 8 ] lhld PO'“O

19, Conpunien Beyond Jenkings, PEP, P81, Qusted by
; NyKe s beok b {
Senquptas ﬂ";‘ . I: am) " ng petismng of
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divisionel bousrd wilh the divisionsl senaging director as
distinct feom the gonepal beapd whish by the nature of things
can not bs wary such sors diffapsal from the Gersen supervisory
basrde A.CeCe slmo snnounced in the press on the 1T0h July,
1385 Lo be msnaged by the bosed ssting Lhwough Lhe sxssuilve
comnittes sf the bosrd of dirsctars. Sign of Lhis Lype of
sensgesent is slec visible in Mahinges & Mehindre Lbdsy The
Sombay Oyaing Menufsoturing Company Lide, Aghok Lesyland Lisited
snd alpo Tats Igon & Stesl Compeny Limiled.

Mp, S.K. Shatbacharyys sn sainent sulhor in ths subjeach
sl a0 supportad Lhe intpoduction of TeoeTior Bassd Ao coapeny =
mawthlu india in Nis leading num.“’

By the end of Lhe T0s Lhe iagtitulional nomines in Lhe
Board of Directorn hes become sn endamic Teature In Lhe Corpo~
retc moansgeoent scens, The tolsl numbar of noninee~diceclors
opagating Loedsy on behalf of the cenirsl finencial institutions
(IsBl, IFCI, LIC, GIC and UTI) will be in the peglon of TOU,
Sul ever the ysars, Lhs nomines diractors have sserged as 8
major \nsteumant for ensbliing the instilutions to pratest thele
intagests in Lhe sasisted company aa' alsn to sepve Lhw intsrest
of the compeny itsslf. The nominee director con bde ssid S0
shoulder a Ariple responsiblifly, viz. to the compeny, to the

R iy
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compeny’s shese-holder snd to his perent institution.! The
fungtions sssigned to the nominse diesclors by the financisl
iastitublons undep tha 1971 quidelines 2on he smmerissd ag
follovs 2~

1)  Thay should not only sefsgussd Lhe intspssts of ihe
| tnstitutlons, but siss serve intarest of sound public
pelley.

2) They should bs sccountabls to Lhe institutions whish
thay reprowent.,

3) Thay should kesp thampslves fully scquainted vith the
sffalrs of Lthe concern, Withoutl wndus Antsrference in
dsy=~ta~dey affalrs, they should have congtructive
suggestions Lo Lhe sansgesent in all isportant opepe~
tionsl setisrs.

Thage guldelines contaln chack~listas for nasines direc~
Lors covaping areas such as financlisl parfarasngs of thw
coapany ar projoct sxescution in physical and financiel Lepas,
They also lay down that Lhay should rsport Lo the institutions
sll importent sstbeps including those discussed st Lhe board
asating, snd any wspecisl polnts which in Lhelp opinien csll
for spsclal attoniion in courss of pariaodical inaspection of
the ssslstaed concopns by Lhe financial institulions. M. VoY,
Gupts in his srticls ‘functioning of Bourd of Cirsclogss 1 Aole
of Governeeni Nm' stotes that "sven An tiw privets ssciop,

2%, '.‘:lnguputk.u&. M“W“W
V‘»m M;gm m' Pybe Lide Now Dslhi, 2nd
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ia certaln indusipisn sesched s proportion vell beyend Lhe
cspaaity of sharshelders’ esquity, Thus stasied perbisipetion
sither by Government directly sr throwgh financisl iastitu~
tions in thelr equilty. With suah pagtisipsiion come entepnsl
contpol an Lhe affeirs of the Companics, \nverishly in the
fora of sppoiniaent of nuainess of the participeling agencion
on theie Wh'aa He aisc obssrvas "While they aay ast
influenge the varking of Lhe cospmnies diresctly, thele pressnce
.on the Sossds puls Lthe sanegament on notices that their pespfore
sance is being wetchad, Though It e oxpected Lhel he will
make Ain conPormity with sll the Goveenmont's declared pollcles,
in reality, aven heving only one vote, by his position he geta
an sdvantags vhich he can yse whan nesded Lo swing the Sgard
cound Lo Mas vl&wmm

AL presenit, Lhey ars -umw‘u taks vitsl degisisn
far or ageinst Lake=aves Lids, Laking into censidessiion of
natlonal interest as regerds pouping of forelign exschangs
through the nonwpesidnt Indiang. In the cese of DOV/Esusts
«VSe Swars) Psul ssneging direster of Capero group of Beilish
based companiss, the finsnclel institutions headed by LIC took
s decisive role, |

We suggest fisstly Lhe sspressntstives of the finmncisl
institutions ehould be on Lhe besls of preporilonsl shass sight
(voting system) An which sven Af iasiitution's sherehelding ia

22y Apticls by V.Re Gupls, me of Oeasd of Olrestarms
_ Rels of Gowsrneant Nowninss in Seok Ks Cholkpe~
W‘m mum:mum;

inpogat iy gy yrogut mmﬁﬂ: "‘ﬂ!‘m

23, Ibld. P-491,
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lans Lthen 30 per cent thay will be stls to repressmt in the
Bossd of directors of Lhe coapanies in vhich Lhey have got
shares.

AL present Goveprmani has besons the owner of sesl the
financial institutions snd shessholding of Lhems lnstitutions
becamre more Lthan 50 pep cent in private sustes companies,
though thelr holding vepies fros one compeny Le snether. This
change has coss fron svalution in & most natersl eay.

Jhe Gantative daard
The svailebllity of managerisl tslanis for hisrs end

the dependance on smpleyess sven st high desision asking level
i1s fundanentsl Lo any business orgenisatisn, The speaieolieed
institutions provide trained pesrsonnel wie ocan taks chargs of
sxotutive work. In sveey countery in overy fora of sansgesent
an axacutive bady is inevitsble fur mccessful complotion of
brosd policy Lsken by the tap amnagensnt bady. AL pressnt, in
indls as there are seversl institutions groviding sanagerisl
Lraining in diffesant swpect of managemont, Lhe svalisbilily
of technical papsonngl has \ncrossed to & substantial eatent,

8y revissing the snnual reports of the 75 compsnies
(Vide chmptep Vi1) it hes Desn seen Lhat Lhoush srramgesent
by board with Menaging Dlssclesr is popular in Indis, the Awo-
tier board aystem is gsining populasity dey=by-day,.

If the fiesk boapd La constituled vikh sepresanistives
of different cstegorios of people as cugpeshed by us, then At
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will be really an sffsctive bady for Leking concarted decisien
and oversll supsevision, Bubl only ons Meneging Olrester e
anseutive~ineghargs will not be sble s disshargs Lhe complie
cetad spesislisnd Lype of achivities, Memaging Olrester, no
doubtl takss Lhe sssistancs of Lhe wxperl saployses. It will

be nore effective Lf thane spacislised eaployses vho uree ol the
ssns Lime profassionals srs given stetus of Presidents, Viace-
Prasidenty eto. and included in the snecutive bosrd for entrup-
ting collective responsibllities,

Over ond sbove, sll part~tisms op fullellas direclors
including senaging diresctors should bhe lisble Lo potiresent
by cotation but may be resppointed in aacordence with Lhe
regulstions included in the articles of Lhe company.

The manager, as a sslarisd sasgcutive, Lis nol slso an
alisgnative Lo this. HManagemsont by Henagep has nst been at all
populesr in Indias Out of ssventy five companiss reviewsd by
us only one company, Elestric Lamp Henwfecturing (lndis) Limited
(s subsidisey of Pelco Elsstronics snd Elssiricals Linitad) As
asnaged by a bosed conglsiing of 5 direstors snd with s senager,
Tharefore, this systas should be sbolishad fros Indlae The
High FPowered Expert Canaiiles on Company Law snd MATP undur Lhe
chalraenship of Justice Rajinder Sashep, August 1978, alss helds
this viow, Ggard sight sheange, affecting the pesition of the
asnaging dicrsctor. The extend of chenges In Lhe boerd weuld
resct on Lhe funstioning of ths asnaging direstier deponding on
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Nis status in the esspeny, Mis relstionghin with the bospd,
tha extont of his intarest in Lhe company and his tesms of
office, Uns pertinent quary An this segard is vhelhep mueh
fundsmental changes in Lha bsapd, lleble Lo dlarupt Lhe con~

tinuily of ssnsgeneni.

The pressnce of sxscutive bosed Ls expested Lo ssintsin
continuity of the fundesantesl peliclies of the canpany which
vould M&lc sven Lhough changee acour in Lhe formstion
ef pelicy boaed.

.14

A

tnder sections 285 of Lhe Cospanies, 1556 At ia
optionsl. This stolion ie snacted on Lhe recosasndation
of the joint sosalilles.

This sestion is anﬁd Lo snable einoritly
groups sweng shageholders to have one or sere reprepon~-
tatives on Lhe Bespd of Directoen (Lhe financlisl instie
tutions else shell heve Lhe pight Lo send thelr peoper~
Lionste repsrsmsntativen)«

"In the USA proporblonats repressntation by Lhe
systea of cunulative wvoting is in vogus in ths cess of
ssveral Treding Corposetisns, Thege is N0 reeson vhy
sueh an egquitebis vay of cepresanting sinsrily intepent



should ot be sdopted in Lhe public interest L8 glve
repressntatisn Lo sinopities on Lhe bospd of Dirselors
of largs compenies sngaged in tha predustion snd dip~
tributlon of esseniisl commoditien. Over and shove
this systen of cusulstive voting s sinples and werk»
sble,*2

18)

“regtically Lhe proposed sxsgutive bosrd is Lo
be constitutsd with the omployss«=ppofesssionslis who will
seot pegulsply within a shorl intarvels ssy once, A
noceseery, Lvo in a veok, They will be pasponsible for
the total sascution of the sutline plan and progrewns
sst out by Lha FOLICY BOAHD,

The sovement towvagds professionsiisstiion hos sise
basn influenced by Lhe gpoving devalepment of prefe-
ssional end sansgement adusation in Lhe countey. The
lagiglative changs in Ahe Companies Agt An 1974 providing
for the compul sdey sppointeent of 8 gualified congeny
sscrelary Ain ovepy public linited sompeny having peid
up espital of Aupess twenky fiwe lukhs or ware has new
becone o statubsry obligation as & result of an Ast
passad by Paglismont in 18980, Along with the existing
lokitute of Chmetored Agcoumianty end Lhe Instituls of

i - iy eyl

24, Remalys A, "Guide Lo the Cempenies 108h Edn, 1504
Wadiwe end Cenpany Pybe Lides Nagaue, P-838e
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cosha and warks Acgcounients, the Instilute of Csapany
secretaries should sleo neke sveil » lerge nueber of
quelifisd professionels for Lhe lndian Carzporets Sestes.
Sisllsely, the thees taghitules of sansgesent st Ahme
dabad, Celoutits snd Gengalers snd » nusbey of Unlvup~
sitias providing senagensnt sducation, age asking
sveilable en shundant supply of sueliffsd seneger.,

PR I ’ .ok
e g T T

The geporl of tha Adainistestive Refopas Cosmle
ssion elss touches upon this conteoversial isme, vintiwe
the growih of a collegists rathar then personsl fore
of msnagement should not be snsouresged by business
leaders. Thesre sesas some fapes An Lhis saller, as,
spart frow the professionslly contralled forsign come
poniss like Hindusthen Laver or Metal Bex, sest coapanies
havs traditionslly viewed the board ss the least offec~
tive organ, as mare an sraasts forsality than Lhe real
top exscullve and palicy ssking bedy. A grost esjarity
of Ltham spe crestures of the chisf suacutive sr sk lenst
of tha conlrolliing group. The sanagement sslact as |
directors only thoss sen vho are willing to b Just »
kind of ‘subber stenp’s In such s situelion it 3
difficull to lsy dewn sny lav sheut the cellegiste
sxecutive. The celleglets sxsautive Lis necesserily »
batter fron of menagemont Lthan ons men sensgesent in
terns of cantrol or mletm;u

26,

Senqupte Dfe NeK, = ' Fetiepny of Corpesete
Vikas Publl Houns N: Lidey New
Deihl, Eon. 1983, " ' e
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LS RAPLE O Ll Wik SV '

Gevepnaeni/Financlal Insiitutes' noainee diree-
Ltors should play an sffestive sole wikth thale honeslh,
inlslligent snd axpesienced endesvour end perfors Lheis
dutles not only for the betlureeni of the cospeny bt
slse for the developsent of Lhe vhole mclety, In
futuse Govepnment and finsnclal institutions should
noninste axpesiencsd and qualifiad persons as dirsctors
tc the hespds of the Companlss.

The chairesn should be & men of vasi experionce
and supeprb personality, vho vith his plossent pepsona~
ity ond dehaviowr vill, not only conduct the mesting of
the policy board but alse sck me sn umplpe of Lhe debsts
snd bring in homogansity in diverse siswenis of Lhe
beards There should also bes e very sfficiant Monsging
Oirector vhe will ash as & link batwesn Lhe FPallicy Soerd
and Lhe Exocutlvs Sospds As on snesutive head he viil
be President of Lhe Exeovtive Beapd and by virtus of hs
position, he will be rogardud ss Lhe nosl eoffsative
saaber of Lhe Pellcy earde The policy besgd will
recelve operationsl peporl sand conmunicets polisy t»
Lhe sxssutive body theough Mae for Lhe peoper soplicstion
and Lranalation into proctise the pellicy end prejsols
foraulsted by the POLICY B8GARD,



333

vl)  Auteneny af Lhe ssnscensnl ¢

Thers should be complste 'sutonoey’ in formula-
ting thele own pollcy end funstioning, Governeent sust
not intapfare with tihw day~io~dsy agministration of the
cospeny, Cowmpany will bs hound Lo follev the bread
sconusic princlple snd indusbrisl palicy farmulated
by the Goveagpneant, They will siss sondust thelr sstii~
vities as dirsated by Lhe Compony Law snd other cslavent
lows relating to compeny msnegenent,

Govarnnental requl mion and control of peivete
industries has beon o comagn phanomesnon An neaply sll
the deoveloping countries and soms developed commbeing
in the vopld. But Jupen snd somes other South«tast
Asien countelies, 8.9« South Kopea, soem to follow a
fagn of contenl which ip » complete and pearvasive ea
anybhing one can think of , but a conteol which is
adainisiayad not thwough any discrsilonsgy cese~by~case
sarubiny, but theough a pelesnsl Mandarin type of
sdeinistestive guldonas snd supscvision,

- "Jepenese Govermsent officisls bellieve Lhet
business is inespable of amsking satisfactory decisions
by Lignlf end that AL ig ssammilial for Govermmend Lo
provide guidamee snd vigtuslly svepy aspect of m
t3ens"2® Incustey scespted this lesdership provided by

L il el

28 Hadley, Elssnoe My, ‘Ati<Teust An Jepan', Ppineston
- thv;::ur F’nss..'s'm, F=390, '
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the adoinistrative bursavorscy for whish thers is, hovaver,
no lagal or statutory basis, bul & sush siranger bass which
L8 provided by s desp senss of national pstrictism, 8 dusirs
which Ls shaped aguelly by Government snd business Lo bring
Japan' s econouy sbrosst st the level of Cusopesn snonomy

meagured in pep capita inoome lﬂ-ha

"oyt of discussions botvesan Sovernsent and the pelvale
anterpprise, autually delasminsd natlional taggels sre wapksd
out. Private sntoeprlass pledges to cerry these sut. Govepn-
ment, an itp sida, pledges special favours such as mubsldies
snd taxstion msamsurss. Mitusl conesnt end bllatersl methods
abviate the needs for lsgal mpuldcn.““ The pesult is Lie
aascgencs of a 'concerted ssonomy' or asre phcturesquely, the
'Japen incorporsted'. In South Kores and Francs, Government
contpols companias tiwough adninistrative gulidance of Lhrough
the procssas of indicstive plenning, Thase lessons see to be
taken in Indls for sllaination of ail duplicollion of vesk,
the stresm~lining the adsinistraliva process and sbove el
for veosting 8 good relnuim batusen companiess snd t.hl
Government.,

27. UeS onpuuut of ca-p a'f:' The Gevermend
B;d'm Ralstionghip, w Ahe Bosk, Governmont
snd Business in India, by e Sengupia N.K,
Allied Book Agensy, Calsultas, § PeBB o

28, runutry of Intepnsilionel Tnul ang Indusiey,

mslud in &tﬁy. Elaanon M, m g

Peincetaon University Ppass 1370, P-398,
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This As espentiel for Lhe inlsoduction of this
ssthod of compsny sdsinistration. Frivats sestar
cospany, try to svede taxes due Lo high rals of Lanss
snd this is ono of Lhe ceuses of genspallon of hlasck
aonsy.

Govagrasni' s decision of radugtion of carporate
tax lisit of maximus pals 50% and siaplification of tax
structure ars sapscted Lo shov good remult,

SeCo San An his fawous boak 'Company Action in
the zadern ssteup' sisled, "There hes bosn s melomos~
phoals of the Corporation. Froa privets sapitsliise AL
48 nov corporats cossunisn of 8 non-mesxist verlisty.”
Incraasingly it is being realisod Lhat 8 mensger In
mgdeen coapany 1s not in the position of an owner but
in the position of s truston who hes the custody of Lhe
coapany's veslth an behelf of the compeny’s shereheldees
and slso hes voll defined sesponsibility towapds othee
intarassty like Lhe conmmers, Lhe vorkers and the public
at lagga. With thass changss the sharsholders havs bemn
redused to the pasition of just a suppiler of capilal
to the company, no longer its ownep. Uns sainont author
expounded Gandhiji's philosophy as uncee s “Nelthar the
sharsholdors, dirsctors, sansging sgents, technicliens,
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and Lthe labourses, jolatly or ssverally, not svan tha sisle
19 the sbmaluts ewner of say Andustey. They ars all comtel-
butors Lo the working of the industry, snd Lhe different kinds
of contribuless sre invesled with diffepent funciiens for e
sfficient working of the industey., Evapy ons of Lhem sumd
uss Lhoss pover honestly snd delligently and Leke as sore from
AL for personsl congusplion Lhet vhet is Just end propes unduy
the conditions in vhich hussnity round sbout him livem,"d

This indsed is Lhe highost vision Lo vhich cerpessis
philogophy has only now started spprosching. wi Mshetlas
Gandhl profounded several decsdes ags Lis comming Lo be Leue
to~day. As the corporate asnagsmani is devslieping, Lhe concept
of Gandhiji becoming mere snd mers true. Fras Lhis it Fellew
that ths conpsny asnsgement aust kesp in view nel only Lhe
interest of Lhe ouners of Vhe capital bhut slse of the vorkers,
cornguners and sven the consunily si lagge.

Absoluts poverty is » st of penslising sircumstances
that ssverely impeir the individusl®s pursult of thet vesy
potentisl. 1L is the direct denial of Lthe bensfiis of develep-
ssnte Ouring the struggle far fresdon of Iadie Lhe leaders
sade 8 pladoe Lo the nations Gandhiji, the falthar of Lhe
netion hed no. doubt caulionsd Shet Lhe fissk priesitly for on
indepandant ladis sust be Lhe removel of poveriy. He seld
"ve may net be duceived by Lhe wealilh Lo be men in the sities
of Indlis It comss Prem Lhe blesd of Lhe poerssi, I hnew villege

29, hw-'grmmmm of
m(immm .ﬁ.h.w
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ssongaigs. I isl! you thel the pressurs fros Lhs top
arushas Lhoss st the botiom. All Lhelk is necesssey is
Lo get off Lhais bagchss The presmnt distress ls undoud-
Ledly insuffessble. Psuperise must ge.' ™

For forsulating mnav strustiuss of company sensge~
nant op chelking oul cocporsts plen, Lha varning glven
by HMahatns Gendhli susk be reccabeared,

G185

Lo ET o N s & 8T S T e
EAStin] avas RASAGEIMESE aF Rt LAGGEALGS §

The first and fogesost cbjsat in to reduce
the dosinengy of fomily contral over mest of Lhe
lerge companiss, Glig, visible and invisible mm
group/geouns by helding nominal asmount sf contpolle’
ing sharss ars capluring tha contgol of Lhe nanmge~
awnt of the compmnies and this had arestad » tre~
mendous probles in the vhole aconomy of ladis,

Prof. John Kennsth Galdrssith siated "o
grast is Lheir povar Lhal ths sisis may bs An seme
mespure sub-ownd. Oul Lhe sarkel in Lthaopy reasing,
though impepfecily; & decisive force. The monopoly
pramumas profites wimt it oon aehs As ultlastisly
subject Lo the decisions of the consumers s e
vhtumynuﬂ.hm. Though he pays sere

son Seahes m Rejinday « Cfmm Liu '

Qualtey ¢

Effech on un of corporets smetae’ , Artisl

gngig-d in Saceatapy Yol Al Neot M 190%,
»

L

- e

30,
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then he should to Lhe asmopolist, the conswsss i3 Still preswe-
sbly sosverign. Big business has undoubiedly hecomas bigges,
sore powseful, sors sonspolistie, still the sati~tzust lawe
sre absalutsly indispansible to the traditional ieagepy of

Lhe privete eorpecstion,™

Fascus Wrilep, nassly, Fred 1, Haprris aleo gave Lllupe
tration of corporsts power in Anseics. ™ 11 is equelly Lrue
in Indla. In Lhis respect the chasrvstion sads by Me. A.K,
Hazaprl i Aspoctant Lo ssniien,

In India, contpeoel of sven the largs companiss, is etill
genspally sssocisted with the holding of s substantisl blask
of shages, usually rafesrred Lo ss the contrslling blecke This
hes given piss to the phencasnon of 8 faslly groups dominating
the private indusirial seaior, 8 phonomenon which hes sttrected
auch commsnt in recent ysars. The size of gontrolling blocks
in individusl companies variss widely, and in scst cases the
blocks rapressnt s siognificant ainority ownarship only, Lhe
sinerity centrel belng meds powsiblo as a repull of Lhe dipper~
a8l of the pensining sherehclders wiw tagsiher own Lim bulk of
the equity,*3®

31,  Galhpaith Jon Ko t 'On Lhw Economis isuge of

32, s Ry Regd = o "Lthe Abice of sorperele or"
el tahed Laihe Toael e Solipien of edited vy
W‘ggpu Groan Je Hu‘. Gromamans publishess, New
Yaok » ]

33, Hulﬂ a.x. ‘The Mn no mmm private
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whataver be the msthed by vhish a sansgement scquires
and ssintsins its control over 8 company, it ia generelly
true that the shagoheldars, even vhen grossly diesstisflied
wiih Lhe sanegeaeni, are joveplsbly unshia Lo disledge 14,
This is s nuch & Pact Leeday as it wes in the heydey of Lhe
asneging sgency systea ia Indis,

The nopusl recousrse ﬁr a dissatisfied shapsholder Lo
to shift his investaent from ons compeany to snothar pather
then Lo sagege in longthy end doublous bstlles for remedying
nenagerisl shoptcoalngs. It is @ hutur'wunus for Lhen,
they conclude, to shif{ capital to » profitable company Lhan
Lo conduct 8 quinotic steuggle agoainst tha Anhacent prver end
antrenched poesition of the managamont, Econamlic povwers gene~
rots political powse causing thele own bonefits, in sost of
Lthe casas detpimontal to the intapest of Lhe nation,

139

This nev structurc s expected Lo seks the cospeniss
wors scosuntsble to the shageholders, Governsent and sscisly.
There uill be no scope ts de snylhing illegel in thelr ssbi~
vitios and scoounts. The sosiel Awdit aculd be $atreduoed
showing not enly crestion of surplus as their sin snd objes~
Ltives but auch Lhey contributa for the velifare end well being
of the natien,
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L)

With the Antsiligmnt and honest endeavoup of the differ~
end soguenis of pepsong, Lt L expacisd thel, \hepe vil] e
bettar result ond sescth fungtioning of conpuny sanegeeni,
Anclucing eavellobllity of finsnce., A good selebien will be
sstablished between Covernaant and business.

The long standing confiioh batvean Lhe Public and
Peivete Sester will bs vitheped suay Af Lhis ssthod of ssnage~
nent structure is spplisd, et lesst on experiamntsi Sesis An
Publis Sectar slso. Thare msy b8 provisions and genssel
policy to ssll shapes Lo the private pepsons and allet them
ssab \n Lhe Bosrd of Lhe Publis Secters They san gonder Liwmie
good sdvice for the hellier managsasnt af Lhe compeny. It ia
sxpeclad thet by intpoducing the asystes of senegeeent sost of
the problems including siehnens in industries, registestion
of shages bokh by resident and noneresident Indian vill be
sclvad Lo & aubatential sntent.

in the naxt chepter ve shall seviow as good a3 wsvenky
five repressnting compeniss under privete secloe in oeder b0
gresp an fdow of Lhe preasnt Lpend and petism of Lhe asnsge~
nont of Lhe oumpanies in Indla.
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CHAPTERS=VIL

7«1  Sghome for analysia ¢

We sent lsttaps containing questionnalre to one hundred
comnpanies (50 lsrge snd B0 medium size companlas)® sesguesting
them to send their Annual Reporis for the years 1982-9;-lﬁd
1983-84 on Sth Februarey 1985." We got endoaring roaponsss
from 26 companies together with thaipr Annusl Reports. We are
thankful indesed to those companies vho have boosted up our
ressarch initlative by sending theirs valuashle and confldentisl
information along with Annual Reports including letters of

angcouprsgenent,

Far reasons more than one, we collected 45 Annusl Reports
st prandom through personal contact from different cospanies and
chartered firmp in order to reise ths totsl number to 15,

wWe do not clalm that these seventy five companias can
be bLeken aa representatives of all the companies so fae regie-
Lerad Ain Indie, but it will be svidont from the Table A thet
they include diffegent types of caompanias as ragards theliy
capital structurs, ownepshlp, naturs of business or eic,

These assventy five companias on the basis of thelis

i —— -

* Large and madium size companies ss llsted by Lhe Ressapch
Bursau of the Econcalc Timas, Calcutta, datad the Sth
March, 1985 on the basls of sales far zhe yoarp 1982-83
and 1983+84,

e Specimen copy of the letter is sttached herewith in

Anexurs 1.
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Annusl Report 1583+84 have been grouped under six catsgorlag -
first of all ten companies under cetsgory 'C' having peld~up~
capital of prupeess twenly crores or sope; secondly, sixtsen
coapanies, groupad under catsgorey '0' having pald-up-gapital
of rupess ton crorss or mors hut less than rupses Lwenly erores,
thircly, fourtcen companiss under category 't' having paldwup-
capltal of rupses five crocss op mors but lass than grupeos len
crores, fourthly, nine compsnles undar categosy 'F' heving
pald=up~gapitel of pupses two crores or more but lesas than
rupees five crores, fifthly, nins companies undar catagory ‘G’
having pald-up-~capital of rupess one crors or mope bubt lass
than pupeas tvo craces and alxthly, saventeen companies under
catagory 'H' hévlng pald~upecapital of lsss than rupces one

cropre (Table A),

| Detmailed study with critical snelysis of those Annusl
Reports of 75 cospanies revsals many importent festures from
which it will be sasy to havs 5 glimpse of present trends of
company managemsnt in India.

7.2  Mansgessni pattacn

| Thore is dafinite trond of msnagement of Indien Coapanics
tovards Bospds witlh Managing Directors. Out of 15 companies,

43 coapanies sre msnaged by the Boards with Managing Directors
1.8+, about 70% and only 30% of Lhs companiss are managad by

the Boards vithout Managing Dlrectorse. AgQain, gut of 43 companies,
14 sre wmanaged by the Managing Diprectors with the help of the
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Joint/wWhole=time/Deputy/Executive Oirector or Diractors and
Exscutive Prosident, Exscutive Vigce=President. 1L amounts to
sbout 32.5% of the total number of companies undsp coview
(Table B).

The inference that cen be dreawn from it 1s Lhat compsnies
have shown their preference to mansgoment by Lhe Boapd with
Managing Digsstor/Direstars to, ths style of aansgament by
only the Soard without Msmaging Oiregtor. In this ragpect,
it is ralovant to refsr to the recommendastions of the High
Poverad Expart Committes on Companies snd MRTP Acts (August,
1978) which states thet "Public Limited Companise heving paid-~up
capitel of rupses fiPLy lakhs or msors must have st least one
maneging or vhole time direstor. Large size coupaniss can nol
be successfully managed without somsbady belng apscifically
smpovered with substantial authority of nanagenant."(Parc 5.9)

Propelaty of Lhe rocosmendstion ls discarnible to eriticel
enalysis of the Annual Reports of the T5 compenies in the’
Reports and Accounts Por the ycsr ending 1983~84,

Te3  Naminss Qicaghogs ¢

Out of 75 companies undsy reviev, 36 cospsniss hsve
namines diprectors and 39 compeniss do nat have sisllar nanage~
rial staff and structure. Tolal number of diractors of the
savenly flye coapanles is 731 and totsl nusbepr of nominse

1. Report of Lha High~FPaveged Expert Coamittes on Companien
and MRTP Agta, Ministey of Law, Justice and Compeny Affalrs
Depaptaent of Compeny Affalrs, Government of Indla, Neyw
Daelhi, August 1978, P-32,
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directors is 82 3,2, nesrly 11.22 per cent. An oxaminstion

of the table 'K' vill revesl thet comparstively smell coapeniss
have graater numbes of nominse directors. Companlies undap
group G (Companies having capital Rs.! cross or sore but lanss
than Ra.2 crores) have 13 per cent snd companies undep geoup 'H'
(paid up capital iess then Rs.1 crore) have 13 per gent of
nomines dirsctors of the total number of directors.

Different Lypes of State Finsngs Corporeations nomlnatqd
21 of the totsl nusber of 82 nominse dirsctors i.s, nearly 25%,
while Industriel Finsnce Corporation of Indlies nominated 14 (17%),
10B1 and ICIC nominsted 11 ecach (13.,4%) end G.1.Ce 8 (nearly
10%) (Tebls De

Critical analysia of Table J (25 large public Limited
Companias) reveals that total capitsl employad in thess 25
companies §.e. Ra;aosa, 04, 48,081, total equilty capital being
R8.339,68,12,249 and total saount of loan tsken by thess coa~
panies fraa.Bunk/ananclal Institutions belng Ra.1314,88,55,803,
The amount of cepitel employed is nsaply 10 times wmors Lhan
totsl amount of equity cepital. Thersfors, only one=tenth of
the owners of capital have thelr repressntatives to the bosrd of
directors end ninestenth of the owners of capitsl employed in
thess companies have no reprasentatives, Ovap and above, total
amount sanctioned by the Financial Institutlons to the Companies
hes boen published in the Economic Times, Caslcutis, dated July,
28, 1885, It shows Lhst total amount ssnctioned by different
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finsnclal institutions rose from 232.9 srores in 1370-1871 to
R8.4023.3 erares in 1983-84, The totsl disbursomsnt in this
period went up from 145.8 crores to As.2905.9 crores in Lhose

peplod.

The publication further shows thet ocut of Lhe tatal
cumulative sanctions by different finencisl institutions up
to March, 1584 ths privats sector asccounts for 75,55 and the
balance .8, 24,.5% were shared by enterprisas in publles, jolnt

and co.opsrative sactors.

The financlal institutlions now financs.naarly 30 per
cent of project cost of companies’' issue capital. The institu-
tions have thus assumsd a positlion that without thsir support
hapdly any largs praject in privatas sector can malerialise.

The cumulstive assistence disbursed by finsncisl insti-
tutions upto tha snd of March, 1983 smounted Lo Ra.12,195 crores.
More then therss~fifth of Lho total sasistance wss In the forn
of rupse losns. Foreign currency losns ssounted to Ry.9898
crores only. The balsnce were dlsbursed sgalnst shsres, debene

tures and gulrlutaan»a

. —

2o The Egconomic Tiames, Ressarch Burssesu, published in Lhe
Economic Times, Calcutta, Octobher 2, 1584,
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From the sbove, the folloving deducktion can be made :

Differensgs

:

P I S

3

Totsl amcunt
sanctioned h{

o om e w wmwm ol -

¥
t
d
1
]
t
L4
4
1
.
t
:

the finsncia

Institutions R2e232.9 CFs 1+ RB4023.3 Cre + R8:3,7094 gr.
Total '_ } i
di shupssaont Ru.145.8 er, Re.2905.8 cr» R8.2, T80 _E@o

Disbursesents by finsncisl institutions on 31.3.1583,

R8.12,195 = Re.10,U085 (Rupas Loans) = Re.2100 crores.

On 31.,3.84 total disburassants Lo the Private Corporats saclors
amounted Lo R8.2805.9 crores. Thorsfore in one yovar iL incressed

by Rs.805.2 croras.

- " 1 - v
Yenr é 3 % 2 i . 3 4
ETatu}. amount of (Tolal asount {Peecen~] Tolal Na.
ipaid up capitel laf disburse- itage of of
:of privats sectaorment in gom= {3 on 2 | noalnese
companias regle~ lpanies b{ t.hei directaes
tersd. ! financlas f
1 Angtitution,
in crores of Re.J(in crores afg
ﬂ’o j
o o amen - 3~ 3 e tomaiss
1 FI0~71 §
(31.3.71) | 24355 232,89 j 3,55 100*
31.3.84 5314 2194,00 iwogs 1 Flgurs not
o N i }than 41 Jau.l{fblo

The disburssmsnt of financisl institutions has bsen 8.55%
of the pald-up=capital of the pprivete sactor compsnies in the

3. Sengupts Or. NoK. ‘Changing Psttepns of Corporate Msnags~
ment, Vikes Publishing Houss, New Oslhi, 2nd Revised Edn,
1883, Pe232,

4. Sengupta N.K, Ibid P-221,
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yeap 1970=71, 1t has incresased to s great extent end more
than 41X in tha year 1983-04,

Repessantativea of the financial institublona hagd been
1n the region of 700, Actusl figure upto the year 31.3.84 is
‘not svailabls, Yet it can bs apsumed that representatives
of the financial institutions heve not basen lncressed in the
pane proportion of incresse in shapeholding by the financliasl

institutions.

T o4

It 18 vepy surpeising to note that although in the
constitution of India, vorkers' pacrticipstion in mansgament
has been directed and sevoral rocommendstions including valuable
suggeations by ths High Powared Expert Committee on Company asnd
MRTP Acts under the chalrmanship of juastlice Rajindar Sacher
(August, 1978) and seversl guldalines lssuod by the Govespnment,
Lhers 15 na pepresentative of Lhe wapkars in Lhs ssnsgemsnt of
the 75 compsnies revieved by use It is high time to conaider
the recommencestions of ths High Powersd Expert Committes on
compeny snd MRTP Acts undep the chalrmenship of justice Rajindsr
Sacher (Auguat 1578) vith some modificstions. This $s, not only
nsceasary for bringing industelal pescs but also to formulste
modern structurs of company asnagesent fop the soooth working
of the affeirs of the company. Mention may be made hore, of the
statement aof Branton Neol, in his book 'introduction to the
theory and practice of asnasgement' wvharein he states,
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"After all, the success of any bosrd depends on the
amount. of coe=gperation which it can ssgure from below. But
i1f thoss vham it govepnys have no sympathy for its slss because
they can nat uadspstand them, the prespesis for co-~operstlon
can hardly be doscribed as gueds's

T.5

At present, the performence of s compsany is judged not
only by the inflataed amount of profit op high rete of dividend,
declared but by the socciasl pesponsiblilities undeptaken by it
In this connegtion it is vorth mentioning the concept of socisl
values by the compasnias in the Encyclopedia of Professionsl

Management which ceads 1~

“SBusinesy has been considered snd accepted as o dominant
economic institution in soclety. Business may asiroady be &
dominant soeisl institution, with social objectives pursued

Jointly vith economic and politicsl objactiveu-"s

The business leaders in U.S.A, in 1971, while giving
top priority to soclal 'Responsivensss of Susiness Corporstion’

formulated the policy statssent snd wrote as follovws 3

"Thero is now & pervesive fesling in the country that
the sociel apder somehov has beson upsst 3 end that greater
affliuence amid s deteriorating onvironmsent and comsunity Life

Se Nosl Brsaton M.Com, Phd. London Professor of the Dept.
of Commerce, Universitly of Stpath Clyde - Inkroduction
to ths thaory end Pragtice of Mamagemsat, Nev snd Revised
Edn, 1971, rtepred Windus, London, Chaptep=V, P88,

Ge tnayclspadia of Professional Msnagament, Editor in Chiof
Beittel Lester Robert, Groller lnturustfanal. Usnbury
conrnectical, 1978, 2nd Vol, P-843,
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does not maeke mush sense. The discontlnulty belwesn vhet ve
have sccomplishad ss producsrs snd consussrs and vhat. vent in
ths vay of B good society has sagendered strong soclal pressurs
to close ths gsp =~ to improve the wey ths overall Aserican
system 1s working mo thebt a batier quaslliy of life cen be
achieved by tha sntire citizenpy within wvell functioning
coﬁaunlty. The gosls include ¢t Elimination of povertly snd
péovls&on for good health cares sgual oppartunity for sagh
pepson to reslise his or her Pull potential regardless of recs,
sax or creed; sducation end training for 8 full productive and
revarding psrticipstion in modern aoeis;y; anple jobs snd cersor

opportunities in sll partsg of the socletys

Livable communitios with decent housing, ssfe stpeols,
a clesn and pleassant enviponmant, efficlent teansportstion,
good cultural snd aducetional opportunities and s preveiling

mood of civility smong panpla.'1

But in India socisl responsibllities have bacome more
in theory than in practice. The seventy five compenies reviswved
by us clesarly reflect Lhe nagligenge or indiffersnce astiitude
tovards soclal obligations on the part of the companiea, Though
most of Lhe companies ars negligent of it, some of the large
companies, practically all belonging to category 'C' and 'D°
paid-up=capital varying feom Re 10/~ crores or aors have
mentlonad 1n their Annual Reports ths matters regerding soclel

Te Ope.cit, Encyclopedia of Professional Managoment, P«G44,
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Sacial abligetions os Agentifisd by five compa~

nies out of seventy five companise ravisved by us are statsd

balow in tha same language as rsported in the Annusl Raports

of those flve companiasg,

Tata

Paowar Company

Limited (AR, 1983-B4J

The Tata N {ﬂro-ﬁluetrxe

waa{

Supply Cnapany Ltd.
AR =~ 1883-84

S9GAAL OBLIGATION

Oue efforts in rucal development

and village valfacre have continuad,
Proaising candldates from smong our
employses' childesn have.been selacted
fog Leaining in diverse disciplinea,
Thase include technical trados,

vateh snd ward, industeliel Home
Guards, Yoga and tLhe msrtinl arts.

The sfforts of the coapanies in thelr
family planning Proyrammes have cone
tinued vith naw taparogscopic equlipment

in and around our diviaionp.

Oue efforts in rural dovelopmant sad
village velfsrs have auntinuéd. Our
goapanies have rendarsd assistance
in repairs of village vells, in the
construction of villaye sshools and
in road repalr works. To sllesviste
hardships causad by severs draught
conditions in the Mulshi and Naval
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owsr Suppl
Ltde(AR = 1
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3=-84 )
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talukas, your compsnies have supplied
vater ragularly by tenkess to 24
villagass till thes coamancemsnt of the
1583 monssan, Our immadiate rasponss
tovards relleving the draught situstlion
has baen much apprecisted by the villagers
and the Governmsent of Magharsetra. Pro-~
miging candidates from among our eaployses
children snd from the villages adjoining
our divisions havs besn sslected for the
Appranticeship course in our tesining
schools at Khopoll and Bhira. ¥We hope
that they vwill fora a nucleus of skilled
manpowsr for Lhe developing reglons of
Maharastce State, In addition to these
velfars schames, your compenies efforts
in their Family Plamning Prograssees have
continued vith reneved vigoue with new
taparossoplic squipsent in end around our
division in Moharaatcs snd Kernateks
States,.

Qur efforts in rurasl davelopment and
villaga welfars have continusd. Youp
coapanles have cendared assistance in
repairs of villags wells, in the construc-
tion of villsge schools and nov repair
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vork, To alleviste hardship caused by
savers dreught conditions in ths Mulshi
snd Naval Talukas yousr companies have
supplied wvatar regularly by tanksrs to

24 villages till the comsencement of Lhe
13983 monsoon, Our lmmedliate responss
tovards prelieving the draught situstion
has been amuch sppreciatad by ths villagsrs
and the Government of Maharsstra. We

have Lried to develop in this locality -
aniasl husbendry, poultry ferming, drinking
water, link rosds ste, Over 1 lakh rurs)
folk from 103 villege had avail of Lhe
comprehensive hesith care ssrvices deli-
vered at thelr door steps at saveral
places. As resported earlier, the company
is elso opening a large net vork of nav
rursl markets so Lhat cement l» made

mvailashle to thesz remots and undeveloped

Sreake
Tats Iron & Steel The Company's Ruesl Developaent Frograsme
Conpan{ Lide
(AR = 1383-84) continuad to be extendesd durlng the ysar

snd now covers 230 villages, 120 sround
~ Jasshedpur and 110 sround its mines and
collispias, The Tatas Rural Osvelopment
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Sosisty recsived the averd for 1383 for
cogporate initistive in rural development
vork from the Fedspation of Indisn Chember

‘of Commares and Industries,

All the Compenies in India should follaowv the illustration
as montloned above, in order to prove thelr vorths ez soclslly

viabls,

746 ’ s

The study tesm of tha Administrative Reforms Commiaslion
on Compeny Law Administration suggested the poseibllity of the
sdoption aof this pattesn of two-tier boards in Indisn Company
Lav on the German Mpdel, This systen has reconciled “the
profesaionalisation and growing entreprenaurial role of execu~
tives leading to insreasing self-relisnce and independence of
Judgement, with the increasing pressugse and conteol sxeeted
by interested groups such as employess, Lhe stata or the roviving
force of sharcholders"® the exscutive bosrd symbolising the
latep. Belng influenced by the suceaasful results of the
company asnagement in Westepn Countrliss some compsnias in Indls
ssem to be moving Ln this direction of entpusting sctual menags~
ment to groups of employee dirsctors, st lesst inforsally. The
Two=Tier Board is visible in number of companies within 75 com-
panlaes revisved by us. Some of ths illustrations ars given

below 1

8. Recommendetion of the study tesa of the Administrativa
Reforas Commission on Company Lav Administirstion, Govern-
sent of Iﬂdi'p Now Oﬂlhlg 1989,




1) Good Ysar Indis Limited 1
Thers is sn exsgutive committes sxzluding the board of

Directors. This 1s in the tune of Two-Tier Board.

2) The Geob Tes Compeny Lids
There see five membars in the Soard. GBoard conducts
its affairs with tha help of a comsittes of logsl
nanagenent of 12 assbers.

3) As. Co Co
Total number of dirsctors in the Board is 18 ~ one
Chairman, one Osputly Chairman, one Vice Chalrmen cua
Managing Blrsctbr, saven Dipeclors, one Joint Managing
Director, two whole Time Directors, two Financial Insti-

tutions' Nominse-~Dipsctors and thras Speclal Directors.

Thare are six exaculive dicectors l.e. 1/3 of the total
number of the board (33.33%) and 2 finsnclal Institutions’
nominee nsarly 11% but papcentage of equity shares hald by Govern~
asnt, Government companies end statutory Corpopation in 37.77.

In this regspd the declaration made by the ACC as pub~
lished In the Egonomic Times, Calcutta on the 18.7.,1988 say be

vorth notaed

'Boabsy, July 17, the board of directors of Associsted
Coment Companies (ACC) announced that Lhe compeny would not have
alﬂaﬂagtng directoe, but would be asnsged by the board scting
through the sxscutive comeittes of ths board of directors.’
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A press rolaass lsmued by ths company in the evening
on that date states 'Mr, T.V. Belan, whols Lime dirsgtaor, and
Mr. AsL. Kapur, who has been appointed aa s vhole Lise director
on ths basrd, will shars the dsy=to~day responaiblilitles for
running the organlsation undep ths dicect supsrvialon of Lhe

boapd of digectors.'

4) Ion Exchangs (Indis) Lid. s
Tvo~Tiop Board is visible in the top esnagement strut~

ture of the company.

5) Polyoclafings Industeries Ltd. @
Thers ie a policy bosrd of 4 msmbaras. Over and above,
there 13 an sxecutlive coamittss of five members - 1 Vice

Prasident advisory, 3 G.M. snd § Purchase Manager,

6) Ashok Leylend Lialted i
There 18 a policy board with 1} members and execultive

directors of 5 asmbers.

D Indien Oxygen Limited 3
In sddition to & regular board, thers is an exscutive
committee consisting of 6 sembsrm ~ 4 froa bosprd and

2 feom suploymses snd ocutalders.

&
8) Bombay Dyeing/Mamifsctusing Company Lid.

Over and sbave the csguisr boerd, there is sn axecutive
comalites consisting of 10 members = 3 Presidents end
1 Vige=Prasldent e/Genepsl Managsea.
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- 1 In Tats Iron sngd Stsel Compeny thore is sn exscutlve
committes in ths lins of Two~Tles Board.

In Table=B, it has bsen clarified that thaere are 12
companiss (3 from companies of 'C' category, 5 of the compsnies
grouped under 'D' category, 1 ssch of Lhe category ‘E' and 'rF*
and 2 of the catagory 'H') which are managed by the system of

Two=Tier Bosrd.

Though Adminlistrative Reforas Commission opinsd that
tha time is not vat rips Par wrlting into our compsny lav, @
spoecific provision for setting up two=tisr bosrds seems wise
council snd the Sacher Committee Report (197B) in pars 5.7 also
exprass itself against the scheams of caompulsory adoption of »
tvo~tier board in India, yot Lhere is visible sign of introduc-
tion of this systsem of menagemsnt in as many as twalve nuaber
of companiss within 15 compenias undar.rawiau (Table B), We
firaly hops that this tyend is bound to get more snd msore

pronounged,

1.1

| Out of thel15 campanjes revievwad by us, there ig only one
compsny namely KALLERU PAPER LIMITED that has ona director
ropresenting the public (Table G). It is very Antsresting end
commendsble no doubt,



T.8

Though ve sent letitars with quéstionneires to one hun~
dred companies, v8 pacelived raplies only from 26 companles,
From the ansvers of ths guastionnsirss, it ls very difficult
to determine professionalisation of top msnagement of companiss
in India. "In the Indisn context, profcaaional asnsgonent. ls
_usad ss a synonym for menagemant by non=proprietory nannqars.'s
This hnn bean justified once agein by the study of 26 filled in
guestionnaires regarding queriss sbout profssaionalisation of
conpany asnagemont. Out of 26 cumpaniss 20 compsniss clsimed
that their top manasgsmenta ere manned by profsssionals. It

Andicates mors than BO par cent of Lhe companies.

Totsl number of exacullves bslonging to different.

categories of those 26 companies are 8s follows 3

Slc No,
No.
1e Chalgaan cum Managing Olrector 1
2e Mansging Directors 17
3. Deputy Managing Directaors 8
4 Joint Managing Directogss 2
Be Exscutive/Finangiel/Chief Exscutive/
- Toghnigal Directors 21
Be whole=time Olirsctore e
T Vice Chaieman Cum Manasging Dicsctors -
8 F?aiadgnt cus Managing Director L
TOTAL 57

(Ist Lvo catsgopy of companiss under Table - A)

9. ;R:c::-angattgzn of th: ad:::%utr-tlva lefnr: go:nlsalon
slating to Companies r pregente e
NoK., Sengupta at & sominar, c.lcﬁtfz. gebrulry. l‘ﬂ!..
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Gonmral, oducational professional qualificstions of Lhe
Ltop menagement (heps, top menagemsant indicates only Managlng
Directors snd Whole-time Directors) of the 26 companies reveal

as under
Ho. | Nature of qualifications { Exscutives | tage

1. Papsons both professionally and

sgucationally qualified 21 474
e Parsons sducationslly qualified
but not professionsls 21 31

3 Peprsons claim frofaaa;anala but
not educationally qualified 4 1

4.4 Parsons neithar ppofussionals
nope sducational qualificatlons

but substsntisl finsncial stske 4 1
5. Datall informstion not avelilable, 1 1
) 57 60

SZoREaannIgaEoom

It s very difflcult to aget exhsusbtive date from coa~
panies about the sducationel or professional qualifications
of the govepning directors, companies in genwsral expressed
their insbility to fuenish informetion aboutl educationsl quali~
flcétlans or professionsl qualifications on the ground that
this Infopmation are not required to be kept by thes undese the
Companiss Act, 1956, Regspding quepies ahaut professionals,
peacticelly ell clalo thet sil the directors esre professionals
Aincluding noainee directors of the Govepnment snd fissacisl
institutions,
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From the flgures stated above it asy be spsarent that
numbar of companies srs nov led by profsssional managers.

in peality, parhaps the fact is reverss, heceune dqapito
legislative change, thare is psrsistenca of devine right of
managensnt vhich stood in the wey of truly professionalisstion
of mensgement in Indian Companise. 'In the wWest, ths form of
control has besen daaeribud ss managsment gontrol but the
difference is that, in Lhs Wecl, asonasgesent now masns, highly
professional group while in Indie At i3 stil)l by and lerge o
family group'. The gameral notlion of Indien businessaen i
thst they nsad professionals, but they (professionslas) would
be under their contreol. Prufeas&onai will act like lloutenents
having no diclsion making suthority. The pollcy making autho~
rity vill be exclusively in the hands of the entreprensurs,
By studying the Annual Reports of the Tatas group of companies,
AsCeCey Bombay Oyelng and Manufacturing Co. Ltd., Indian Oxygen
Ltd. oato., ve may say that, these companles have includad some
smployses, tschnioally sxpagts in their bowed of dirsctorss

Howsver, in fact, the haalihy trend 13 that, gradually
the young membeps af ths coatrolling feeily are bagoalng pro~
fessionally squipped, This is good sign no doubt, slthough
sccording to Arabinds Rey, "it is the ownsr sensger or the
entrepronesurial class which towday consgtituts the grestest
challengs to the peofassicnal maneger in lndla.“'o

10. Ray Arsbinda, The Indien ¢ in Search of Style,
The Macmillan Co, Sombey, 1970, P-40,
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T8

Annual Repoets of Lhe coapanies aprs ths anly scurce
through which Governmant, shapre~holders, public and scadamiclans
can be svare of tho affeirs of Lhe compsny and thele activitiss
during Lhe precesding ysar. BSut sast of the compsnjoa undep
revisw do not dliclaaa clearly meny facts, They try to discloss
only thoss aatters which ars legelly obligeatory to state, As
for sxampls, except a fav companies, it 1s veey difficult to
find out distribution of shars holding of different categories
of shaps-~holders, financiel contributlions mads by the flnancial
institutions both in (equity snd prefepence) debsntures and losn.
Oetaslled informstion ragarding subsuidiaries, and even groug or
businsss<houns Lo vhich thay bslong are not clsarly understandg-
able. Not only that, the annusl reports of Lhe compsnies sre
nat sasily available. Microscopic latters in Lthe Annual Reports
about thes subsidiery companies of some of the Holding companies

are not st all legible.

Yet some of Lhe companias have given sufficlent lnforme=~

tions regarding shapeholding stc. They are statad as foliovs @

Is Thae Tata Iron snd Steel Company Limited, Seventy Saventh
Annual Report ~ 1383-84 Oistribulion of share holding 3
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! No. of sharsholders
Nuaber of shares ¢ _ -
31.3,1984 (%) 31,3.1983 (%)
.- - oo |-- — . _—
1 to 10 52,08 50.08
11 to &0 3223 1 32.04
81 to 100 4 842 BechH
101 to 1000 1 T«53 T.83
Over 1060 ! U288 U029
- h *u—--— a— - -
; 3
- -y - L s 00
Nusbar of Yotlng stpongth i Nushep of ordinapy
. shapeholders 1 shares held
Catagor - ? }
biaid 1313484 131.3.83 {31.3.84 131 03.83 31.3.84 31 ,3.,83
- . }, . ; _
]
Individusls | 88,138 {102,292 | 45.01 | 48,91 241,743,378, 320
Compenies | 288 2§ 83Tl 5.4 | e,0830 42,980
Governaent j } i
Publie 1 " i 1
Financial E . i H l
Institutions _
and Insurance ! :
Companias 29 A4 43.28 40.48 {3118,56312,913,758
Netionalised | : |
Banks and 1
Trusts 21 ‘l' 2T § 6.M4 8489 | 486,418] 481,85TY
- —— - $ - v W—— i st
JTOYXAL T:201,838

inclusive of Preferencs shagsholdurs
allotted 144% Nomeconvertible Bonds §

of shages,

The nusber of shapsholdess for Lthe previous ysep s

who have basn

n cancellstion
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Comment 3 It 1a sylident from Lhis chart that on 31.3.18954,
Govepnuant, Public Financisl Institutlions snd
Insupance ( anies hava 43,28 pep cent shapres by
holding 3,116,553 shages outl ef Lotal 7,201,638
sharss (all ocdinagy)« But Lhers are onl
3 noaines dissctors, tvo by finsncisl institutlons
and ons by Governmani. Agcording Lo proparilonste
shapsholding, nowinss directors by the Gevernaent
and f‘tnanclai Institution should be ot least 5,

Tats Iron and Steel Company (AR.1984) ssems Lo

‘us an illustration of ldeal disclosure.

11, The Tata Pover Cospeny Limitsd (Shareholding Opgann) -
{Sinty-fousth Awunl Repsst 1982+-83)

v - - }
Shapshol ding ; No. of §_ f’ of » sharcs Ordinary sharss
orgens ;i Members a3 , ;

; Face Valus {Fcecent: Fege Value tParcent
- i Bh - Bu_

{ : '
LeIeCe | 1 za.41.5oo} 13,32 { 88,82,700] 5.43
Othsr ! { i ]
Inmspancs Ca. i 5 11,04,500! G.86 § 65,4 .‘00‘3' 4.13
Nstionsilsed | 1 :
Banke 1 9 5,081,500 | 381 2T,70,500! 1.713
Othep Banks | 5 40,000} 0.25 2,19,800} 0,14
UeTole 1 38,99,500! 23.85 91,84,000! 5,78
Othap Financinal| 1 _
Inatitutions ] 8 1,000) 0.01 24,84 ,000! 1,56
= ::a:::m:mm%::ma;#mmm#m:%mnm

28 7,80 ,800] 48,50 i 2,98,08,300! 18,15

Individuals 58,963 T1,34,200% 48.04 i!Z.lS.‘!&.ZOD 168,21
Miscellensous | - 222 | 5.58,3007 3,46 80,47,000] 5,04

BRERTRTAXEILR I

TOTAL i 89,230 ;
RS aan g fl 4o et 400 g o g st vty e s e A o o g o
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camankty 3~
1) Though Government W'ﬂl‘ad finsncial institution hold
18,15% shares, thers is nO noRinos digectors Lo Lthe

Soard.

2) Ppafaronds shars nolding by thesse 1nstitutions 18 48 +50%
wharoas squity sharsholding 18 on 18,75%.
111, Teta Hyao-ﬁluut.ﬂa Pover Supply Conpany Limitad

pisteibution of sharsd
(as on st Msggh, 1984)

S i | Preferencs Sheres! Orinary sharss
shaceholding  iNoeof e 2 -
Opgens { ghares :Faca Valuehnmlrace Value ,Pepcenc
1{ ' :uﬂa " stage
i
J— g —B-ﬂt_ !' Hﬂ-—m > -
\ ¢
Life Ingursnce - t ’, '| ¢
Cosporation of b y ! J
India 1 ,B4,400; 2448} ,56,10,400! 858
. 1)
Other Insupencs | ,', i ‘
Compenies 5\ a3,300; 1.05 44,445,800/ 6418
Nationsllsed | B - % y
Banks ! " 2,68,400) 3402 10,984,100 1.87
Other Banks | 41 's.a‘m{ 0.08{ 6T,¥00¢ .40
| 1
Unit Trust of | v :
Indis L 1:14.11.109, 16.66] 38,80,800¢ 5,08
other Finsnciel) 1 \ | o
Institutions | 5} -1 -] 22440,800¢ 342
i - : -
! 23| 40,32,600! 45417, 1,61,18,200) 28,50
Individusls | 21,885 44,3780 43,70 4,13,14,800% 72412
1
M3 scellanecus | 155} 4,571,800 513} 1807 ! 2,30
i 1 5Ty 13 407,000 , .
TOTAL ] 33.0&3! 89,284,000} 100,00} 6 ,56,00,000 , 100,00



- v — b ——- B
_Prefagence Sharss i ‘Equity Sharas
No.of 3 Faca Vslue inrcau- Fagce Valus (Papcan~
sharos: ‘Jtngc ttags
.- - Aﬂ - :‘&— _ - " ."' :H- ,
LeloCe 1 ¢} 22,41,500! 13.82]  96,62,700] .43
)
Othae Inaurance \
Companlies 5 11.04.@ §.88 BE.M,“W 4,13
Nationslised Bank 1 5,81,800f 3.81 271,19,500f  1.73
Other Banks . | 8! 40,000} 0.28 2,19,305,5 D.14
TH 4 1] 38,38,500{ 25.28] - @1,84,000} 5,78
Other | ; 1 ' : o
institutions : BI 1,000 00 .01 24,86 'm 1.56
Pt 18,08,000] 48.,50% a.ss.oa,aoﬁk* 18,18
Iﬂdi*ldﬂ!l’ ) FBB.QBSi _ 11,34,2% E 48,04 | ‘2,‘5.12.” 16.2%
Miscellsneous | 222) 5,858,300} 3.48}  80,47,000] 5.04
= vemmomvont ¥ un : . —— — I
169,230§ 1,61,00,800f 100,00} 15,95,27,500f 100,00

iying _ ifacturing Cosmp dsjted 1(1383-84)
1) 1t posssssas exscutive hoscd in the lins of poliecy bosrd
- consisting of 3 prosidents snd T Vice~Prealdenta/Gensral
Mansgde.
11) It hes Lssued snd subscribed capital of Rs.1500,00 lakhs,
But Lotsl loon cspital in year 1583 secured lesn
R8T, 713,78 lakhs snd unsacured loan of Rs.1,488,99 lakhg,
in the year 1984 sscured losn Re,10,111.88 lakhs and
unsscursd lean of Ra.2,297.57 lekhas.
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In the year 1383 sacursd Rs.5585.44 laskhs unsscured
Rs.1,105,99 Lnkhe Total R8.7,691,43 lakhs and

in tha year 1984 pscured Rs,7880.05 lakhs unsscured
Ro.t4432.00 lakhs Total R9.9,322,168 lakhs. -

A1) Almost total holdings of the share capitel of subsidiery
companies, thece Ls alse substentisl portion of loen
from banks by the subsidiapy companies.

Ve  Madura Gagba ¢
Totel losn fpom banks and finsncial institution 2724,.53
lakhs but thepe only ons nominee by IC.1.CI. to the
Sosprd. 40% sre axsgutive directors getiing 1% of the
shapra of nat profit.

vi, Glexo Lsbopstories (Indgias) Limited
Oisteibution of Equity Shages as on 30th Juns 1984 |
Holding of Ne. of shepeholders share hsld
. 1 to 25 26,518 5.41.302
c¢o to 80 ’ 32.642 : 15’51 + 144
10 to 1,000 10,767 24 ,00,228
1,001 to 10,000 158 2,656,567

10,004 and sbove | 4 1,18,55,723
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Glaxo Lahoratories (India) Limited
Oletribution of Equity Shares s on Xith June 1984

Holding of Ng of sharsholdars Shars hald
tishd. by
Glexo Geoup 1 80,00,000
Unit Trust 1 13,11,542
LeleCo 1 7,581,888
icicl . 1 4,80,000
GIC and its subsidiarien 8 12,458,188
Netionallissd Benks 29 23,584
Other Companies 187 49,9214
Individuals 1,13,340 81,21,279
1413,566 2.00,09,&00

These tables showing distpibution of shapeholdings of sone

large companies.

vil. A,C.C,

03 steibution of sharsholding (Equity)

Number of shareholders and sharas held
ag on July 31, 1964 (as par 485th Annual Repopt 1983~84)

- 1984

' Numsbep of 1 Nusbase of 1.

' shere holders shars held ’

. ——

. ! to 10 shapes 32,293 1,59,411 I

: 11 ta 25 " 15,103 2.53‘031 :

¥ 28 tﬂ 50 " 1;303 3.89,@5 (]

: 5% to 100 . 5,080 3,656,004 '
]

' 101 shares and ower 3,854 22480 ,980 '

' AR .

, 64,213 33,423,417 ,

-l
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Share holding hr lndlvlduals, Cutfa:utiun and
Gavesnaen ss and
stn{utory Cnrporatluns

Sharehalding Organs

a) Individuals
b) Corpopste sharsholders

Hunhar nf ' Nunber of
aharthaldcrs shares held

3,933 19,46,386
244 1 1,21,420

e) Government/Govepnment
Companias and Statutopey

Corporations 12,555,331

TOoOTAL

Fercentags of shares hald
b{ Govspnmant Companlies &
atutory Corporstions 3T.7T1%

3
-

n
-3
A

q”wm - h-m

l 33,23;‘11

Ll

(85 sni Throuch sibaldiaris
Our revisv of 75 compsnies gives soms light of cﬁnccu-
tration of uconomlc poverp, Moit of the companies bslong to
different big businsss houses snd they control the pover which
are somebimasvisihle and soma-times not. As for sxsapls, Tets
& Steel Company, the Indien Hotels Compsny Lisited, Lhe Tata
Hydeo=Llectric Pover Supply Company Limited, Tha Andhes Velley
Powsr Supply Co. Lide, Ashoke Lay Lend, Tata Powsp Company Lid.,
Boasbay Subsrben Elecbeic Supply Lid., belong Lo Tats Group.
Hindustsn Moters, Lhe Indian Cahle Compeny Limited, The cantuey
spinning And Manufactueing Co, Ltd., ote. balong to Birls grﬁup.

We have spacifically taken some sasples of Lhe subsidia-
ries of the largsr companies on vhich they have established full



control concentrating thelr pover,
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They are stated as follovs

in sccordance with the Annual fepopls 1583-084

1o Subsidiaries of Ounsans Agro lndusteies Lid.
Annual Repopt & Agoount 1584
.-—.m“ﬂ gy e A Shl T R |. i Y Sl A .- g T T T A0 P gl i Sl .-L-4.- »
Sls i Names of sub el ] Extent of shepsholding by Duncans
No. | diapy Companiss iyps.endsdi Agro Industries Lid.
auajewnnannene '
t.{ Ahslys Inveat~ ;33.01.“ j The enkire lseued shage Atel
i mants tid. 1 consiasting of 4,50 Esohmres
E | of Rs.10 esch snd 4850 11% ReCa
i Pref. shapes of Rs.100 sach
: fully p!iﬂo
2413 Investoments 130.,09.84 | 38080 E.shares aut of Lthe Lotal
 (P) Ltd. ' subscpibed shares of 348087 £,
shares of Re.10 ﬂ‘ght
3., Colorada Invest= §30,.11.84 | The sntire isaued shape cupilal
ments Ltd. ¢ consleting of 4,50,000 £, shares
of Re.i0 sach and 4850 11% R.C.
Pref, shapes of Rs.100 each,
N _ - fully paid.
4.¢ Dall Consultants ;30,06.84 | 38,933 £. Shares of Ree10 esch
Ltd. oul 4,40,000 total subscribed
4 shaps capital and 590=117, HNon-
r Redoosmsble, Non-C, Pref. shares
of Re.i00 esch out of tolel
- B X 1000 pref. shapes fully paid,
5;3 Dail Investments 1&3.03.54 . The anticrs issusd cap. consis-
Ltd. { ting of 49,000 E shares of
I t Re+100cachand 100 11% R.Praf,
1 ¢+ sharay of_-mﬂsdm o!gh fully pald
6.? Danube Investment {30.11.84 1 The sntire Lesuad cap.consieting
i Ltd. ; of 447870 £, shapes of Rg 100 each
1 snd 4850 11X R.Cs Pruf. sharess
1 }  of Rgdﬂﬂ each, fully pasié.
T.: Duncena Tes Ltd. !30.06.84 | 9100 E.shares out of the totsl
! mibsgpibed share cepitsl of
! 10 Eoshares of Re.100 each,
: fully peld.
£ = Equity; R = Redeemable; C = Cumulative;
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51.! Names of subsi~
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NS SR NI T R S TR S SR SRR S I e T Y
Extent of sharsholding by Duncens
Agro Industpies Lid.

8.1 Golconda Invapte - 397590 £, sharss out of Lhe total
mant P.ltd. subecelbed share capital of
i ' 397692 E, shages of Re.10 sagh,
_j fully paid.
3,1 Nev Tobacco Coe i31.12.84 | The entire issusd share capital
+ Lide consleting of 450107 £, shares
: of RAe.1G aach, fully pald.
10.: Quan Dong Invastxmoﬂ.m The ant.lre Lasued shapes caplital
, ments Ltd. consisting of 4,50,000 E, shapes
of Rs.10 euch and 3850 112 R.Ce
{ Peaf. shapss of Rg.100 each,
' _; fully pald,
11,1 Stage Invest- 30.06.04 ﬁ 379090 £. shares and 1850 10%
nents Ltd, i i Non R., Non-cum, Peaf. shapes
! out of Lctul subscpibed shars
_ ! capitel of 379160 L. shares of
i Ra8+10 sach and 11920 Ppef,.shares
1 ! of Re.100 sach, fublly paid.
12,1 Una Gourl Invast$430.08.84 | 3971590 E£,Shares out of the total
ment P.ltd. | subsceibed Equity shars capital
{ 397892 sharos of Re.10 sach Pully
' Pﬂiﬂ.
13.% Vosryslakhul {31.8.84 299940 E.Sharau out of the tutal
Investmants .Ltde. subssribad £, share capltal of
_ 4,89,900: shares of Ra.10 sach
j _ B fully palid,

E=» Eguity.

Total investaent in the subsidierizs Rs.9,13,98,000 sub/pald-up«

cap}.!‘.al 93.2.91 '.94.000 -
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2e¢ Subsidisries of Cast Tyeres of Indle Liamlted
26th Annusl Repoprl 190384

Vv Extant of Intsreat of Cest Tyres

1.} CI1 Investaent | 31,304 | The entise Assued 2,39,500 €,
Ada H H Shkares of FAs.10 ssch and 50 124%
i Pref.shures of 100 essh fully
) o N ; i E‘id? R »
2.7 Cast Investssnt] 31.3.84 | The sntire Lamued 2,39,500 E,
i Lid. Ghages of Rs,i0 sach snd 60 124%
_ Ppaf. shapes of Ra,100 each fully
i ] P"-‘t n - o
3.1 Ceat Finance 31.3.84 Sang ss shove,
Co. LEdt o o
4,; Maheber Coestal} 31.3.84 The ontire lssued 10 equity
i0ldings Lid. shares of Rs.10 esch end 7550 Fref.

shares of Ra.100 each fully pald.

The ontire lssued 10 Equity
Shares of Rs,10 each end 10,050~
2% Pref.

ings Ltd,

}
5.¥ Allantic Hold- | 31.3.84
'
{
‘

_- vaﬂ-cmin—-—_ -

Total investments in the subaldisries Re.1,53,66,000

Qut of tetal peld up cepltal of Rs.B,21,44 ,000
K Subsidiaries of Mahindes & Mahindeas Limitsd
‘ Aanual Report 1983~84
The Indisn .!Capuﬁmpla ad}shun Loan from -].Au ths sheres
Eastarn IRe, 256,5103:391101 dtagnga. !ﬂra held by
Engineacing! ;aa. 225.010583.30. .tha Holding
Coe. Etd. i B ' _4w A:Cnnplny.
Mehindea  {Cap.Emplayed {Share Lomn jALL the shares
Oven Ltd, Rs,27980,787 jcepital R3e19025,433 jare huld by the
iR8.4541,500 ;taken feoom Holding Company.
i {Bank ;. and
¥ {Maharastrs
E States F.Cor= |
B o 13863,073
8
f Poa Holting
! 100,
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-
Na du ka.staaa aFn 5839 &10 Lm of 21133,5351‘&:& of the
513‘{:&36 1502 Ru. T fator: fpom Sank ishares ars
Produtts Msharsstes 1.0, {hald by the
Limited : —d Copporstion. l“ﬂg cﬂn
. Sireibionis . s it
Mahindre (Ra.11738,0825Re,3335,020] Loan 11757,825 1 the lhuu
Engl ' All the smount hald by
Choni~ taken fros Bank {Lhe Holding
ca & Finsnclal Coa
Praducts . ! Institutions.
Ltde 3 ] : . oy —
M;hludﬁ Re., 000,070 jRa, 100,00“l¥ No laosn 'molly owned
Export i diractors.
t.imited ‘ :i N
Mahindrea {No informse- Ko infopme=; No infarcatlion iNo infosmation
2a{1m; tion given (tion gliven i gliven iglvm.
vto
Industetan; g i
Ltd. X i 1 j
4., Subsidiaries of the Bmhay Dyclng end Manufacturing Co. Ltd.
Skei Neme of the  iCapitael TNoe of !
Nos i subsidiary Co. ieaployad %Buectnrgi B
1.} Archuay lnvest={Share cap. 2,000{ 2 y All sharss held
oant Company L.oan 50,000 ;0irectora, by the B,0, &
ryt. Ltd. (f n Lhe G406 M Ca.l M. Co. Lid.
Lbd. 0 1982-83 ;
LoShure of Ru.100 E,
Fully paid up -~ 200
{ 11% Nosgul.R/P/ | |
| shapesof Rs.100 !
y sach .
2«1 5cal Invegt- Shna cap.Rs 25,00 CBJ i Entipse shapes
! ments Ltd. { Leon 5. 1.18,25.00(! lncludi nd are helding 9.0,
- ‘ ) c.m;J & t1.Co. Ltds
3.1 Pentafil Invest! shars cap.aasa ? 2 ! All shares
| aantag Ltd, o share Dirsctors!
Q&' ﬁﬁa‘m saah ! i
4, Macpofil Invest] Shars cap. 1,00,000 3 | Entirs shares
} ment Ltd, Ui ractors: hald by 8.0.4M,

; Losn Fund 25,00,000

W TS T
" Investasnt Ltd,

4..

Shan e8p.2,00,000
Pe
! Pref.shares of

E = Equity.

i Rﬁi 100~18 Invastaent |}

L




3g Cement Company_ Ltd. .

gy Y - ! ) | . H -
1." A.C.C.~Babcock Ltd. ; Sheew cap i5.12.4200) 8 dlnctorz ' Cut of 1242000 E.shurss of Re.100 ssch
‘ { including H.-D.)z 815482 shagas are hmlg by Holdiag Co.
: : : ! Total laan of R3.23.5409 creres 26,5408
H H cropres secured lomn end 205478 unsecured
1 H H loan Prom dank & F. Ins. & Army Group
: i _..-ei IQNPMO
2. Babcock & Hilcox ¢ Share cep 5. .300) 6 directors Out of 3400 E. shags of nmm each
i India Limited s R/Zsurplus " LT500} with one 22,00 E. ghase sre held by ACC~
F i Loan " § chairean, Bebcock Ltd, tatal loen from Bank.
5., Ve . : nI
341 Associasted Tyre ; Shapa 5. <2000} 4 dirsctors Qut of 20,000 squity sheses of Rse.100
} Machining Co.ltd. | R/Surplus " .aassg including one esch the A.C.C. Ce. Ltd. helds 14800

equity shares Tetal Laen of Rs.2234
cnres zs t.alm frow wmam Bank.

-

: ; Loan " ﬁ. chalesen one 1.0
1 Pis. -

4.} The Coment Markoting] 3610 . Shagas of |
Company of Indie Lide Rs.10 &;ch ”NSSWQ"
- e

i
H

]

{ sll held by Holding |
{ Company Lt.d.(A.C.C. ¢
H
)
L]
i

#

Coe Ltdt)

Re/ aurph:s Rb ﬁ!

£ = Eguity; R = Reserve; F.Ins, = Financlial Institutions;

T s s . ol o 9 e o0 0 U o e ot il ooy o e Y P D o
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Ge

17 dieactors
Finsngs Co. Limitac} esch ell held by the Hold~{ with 1 chalrsen,
(T1Fco) ing Co. Totel lssn -

[ Y

;g Tats Investssnt & | 246,100 £, shars of Rtfiﬁ'

| 21 Tigalnt;:;aﬁlonal i B D)pectors
Ho

! ls Incorsarstne j with cheiproen,

Both are wholly oned lublldlarr"
by the Indian Hotel Company Ltd.

T«11  AReviey of 15 Comombes *
TABLE-A
75 Compsnies grouped an Lhe basis of pald~up cepltasl
' s in 982=-84

the businces |

Numbur of Pnraanta?e of tiw
Cospaniesi numbeps included
in the group o

CATEGORY

Calegories according Lo
pald=up caplitsl

+ Companies having psld~
up capital of Ru.20
cropras ar mare,

!
i
H

. Ot el il Y wn Y A
- .
o .
-l
a2
L J
@

2+ Cumpsnies hsvlng pald=up
capitel of Rae.l10 cporesn
ar aoprs but less Lthan
As8.20 crares.

3+ Companiss having peldeup
capitel of Rs,5 cropes

or aore but less than
Rs«10 crorss. '

4, Conmpanies having pald-up
capital of Rs.2 crores
or more bhut less thesn
Ap.8 crogcos,

S+ Companies heving pald-up
capital of Rs.1 erore or
aope but less Lhan Rg.2
Crores,

6 Cn;faalaa heving paid ,
* capitel of leasgtgan e
Rse! crore,

16 21.3§ D

14

ﬁh-“m-“- [T W S——
4
- e s

b b

LT N AR,
. '
-
->
£
1)

1 22,7% H
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Iable~B on anslysis shows & very intsresting result,

Firstly, spproxisataly 33.3% of Lhe coapanies age
managed by the Board with singls pepson as Manasging Direclor
cum chairman or with 1 chairasn and 1 managing director.

This type of management has got prepondagence over all cthee
t.ypes of manageasnt, 25 pee cont of Lhs companies are sannged
by the Hoard with Menaging Olpector, assisted by Exescutlive
Oirsctor/Oiractors/Deputy alrnetarlﬂap&ty Dirschorn. But
percentags of the cospenies mansged by Lhs Board with Managing
Director, assisted by whole time Digector/Diractors is only

3 (spprox.}. Whils compsnies managed by the Board with a
chaleman but without Mansging Oirector are 23 per cent. The
last category l.e. patieen of Two=Tier Management 1s of

16 pepecent. '

Inferance drswn from the results of this table is that
the aysten of Managsmsni by Hoard with single person CM cum MD
or 1 CMeand 1 MD i still popular in India. Next nnumnltht
position of aultiple exsgutives. The most isportent point
which {s worth sentioning hsre is thet the patieen of Two=Tier
Management 1s gsining populapity dey by day in company Mansge~
ment process and pasttern in India.
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" Thees are 28 nominee dirsctora in 8 companlies ons being

Se

-

381

11 companies under this group vhers there aes ellher despuly
asnaging dissctor/dirsstors, sascutives direclos/dirsclors
to ssaist thu &antgknn Olrsctor or thay are msnaged by Lhe
boasrd with one Mansging Dlrector.

Gavarnaent nominss in Scabay Dylng and Mancfacturla@ Conpany
Lide The psrcentage of nominas direclors out of 196 dipsclors
baing 11% (Approx.).

Exagutives ¢

Out of total 196 directors, there are 58 sxecutives i.e. 29%

( Appronx) of the total bosed's stesngth,

chagsctarisbica

Catagoricelly, At ls avident thet there are 5 Companies under

this group vho ere !anﬁged by the process of Two-Tier Goard

(29.4%), 10 compenles by the boacd vith Msnsging Direstor

{58.8%), and only one company h} the bosed (Without Mansging

or vhole~time Director or Menager) (11.78%),
Macker' s Pagticioatien ¢

- Thepe 13 no tLeace of the pravlatah foe workers' Partlcipat&oa

st boerd levsl,
spciel _respongibilitinge ¢

Particuler mantion may be mads of the perfopmence of social

_ responsibilities undertaken by Lhe companies under this
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category. Ths important avent unders this group of compenies
is that moat of the companies spent substenticsl smount of money

on soclal activities.

Contgolled by the group/Individual holding substential ateke of
squity sharse.

Seacd of Olrectors ¢

The number of directops variss fron 7 to 13, tho average being
11.5. Total nushep of dirsctors 18 185, There are 37 exscutive
diractaors, roprossnting 29% of the total number of dirsclors.

Thapre are 5 conpanioe managad by the process of Tvo~Tier Boapd
i.0, 28,4%.

10 companiss of this group ere menaged vith Menaging Cirectors
1.8. 58.8%, 2 companies srs managed by the bosrd 1.8, 11.8%.
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Hanacesmt ¢

8 of Lhe cospanies under mommmwmuw
Menaging Dirsctog/Directars, 6 cospsniss sre sansged by Despds
with Chelmesn without Maneping Digpectors. Of thc 14 cenpenies ©
are nansged by Sesrd vith Mensging Directors, 2 coepsnles are
ssnaged by Board with aingle papson as Managing Direntop sum
Chairmsn or one Cholrsan op 1 Meneging Oigector. 4 Conpsnise
are managed by the Sosrds with Mansging Olgsectope with the sssie~
tencu of Exscutive Civester/Clrectors or meps than ons Memaging
Oireclter/Directors, 1 conpeny La meneged by the Goard with Mane»
ging Director sssisted by whole<tims dirsctope Thare is only

1 compeny which s asnaged by tho pstieprn of Two-=Tier tosrd.

Nasines Oireglors ¢

Thege sre 4 companios having 8 soainso digestors by the finssncisl
Institullons, Out of total 140 direclose Lhere are only 6 aoninee
dlrectors, the psecontage belng only 4,3,

Ot of tot.al 40 directors Lhape arn nnly 33 snscutlive disectorn
(33.5“)‘

Shasachachsiins ¢

Thess is no tesce aof worksrs' repressntatives to the Sosed. Thess
As no visible avidence of spending woney for schesss on meelisl
benafils,



Hmwtpattm of Conpanles having pald-up capitsl of Re.2 crores or mare but less than Rs.5 croces.

y tap, Plugal Sxsgulive Systes.

- - & et ¥ Y ¥ Y
5 B 7
T T T —
Sl. ] Naeme of the Compen paid-up No.of orae ¢+ Execu
Nae | y v copitsl i E fiuancul. sanageasnt i tives
H H } ~tors.i Inst[Gavt, i incly
' ! H i nomineas | 1 ding
: ; i H i ! Chale
——— —omd ——dk, _ I’. - - er__
‘l.i Lakghai Machine 4,00,38,400 | t (TIIC) | Sosrd with M.bs. t Chaisaen
Works Ltd. < Msnaging E}imtau. 3
— - . mm
243 Cantral Fulp Mille Ll.q 3,60,31,30 1 {1u8} Soard with i mmtﬂr
PEELT L e '
] y - Diresctor
H 1 sxcmg 4 Ezmltzgt Director 3
L e _# ‘—i i ly o i A A B s A s anl i isrire
3.1 Sundran Fastarms Lid. ! 3,18,B8,880 1 1 (1cic) Somed with M,0. Single per Chale~
o } ) | uan cus Menaging Birwm. 1
4.1 Zonith Stesl ?ipos & 1 3.15@,@1 2 (pIC) ! Bmd 1 E.‘.hnltm. .i
~Jadusieiss bLid, ' 4 - —e
5.! OQuncang Agro~Indus~ : 2,51,81,000 i Nil Board. ¥ Chairman, |
M- - ‘ R g ‘i— a— -
G.] Automabile Corpoesiion| 2,32,56,708 | Nid . Bomed with M.D. Sul there i one
of Goa Lid. Cheirman and | chief asxecuilve
 Lhere iu slay a shape of Yewe-Tisr '
Board with 4 acabers. 3
7.1 Steel Complex Lid. 2,24 ,44 ,400 Hil | Board with M.0. Thers is % Finan
clal Oicector, 1 Technicsl Oirsc-




E

JE———— —

P . - -

e ' 3 4 ) 5 H 6 '
‘L'r mxuiunc».l.u'amasm“w%wp Smgiﬂurd Ath | chelrmen, 2 M.Ds. & |
; " | - : ] ats w; : - : ]
3'1 rey A : : ; 2 whale time Dirsctops. This is |
‘ H : } i snother illustratlion of plurel v
i i : ; : executives. i 5
9.] Bharst Nidhi Ltd. ‘ 2,01,31,875 | 4] N | Bosrd with 1 Chalemen, ﬂg 1
' § 25,41,86,470 {87 | 10 : B HE

Nates oo Tahle-F :

5 companlies of Lhis group are sansged by bosrds with saneging directors, 2 by bonrd with cheiesmn,

2 cospanies have two managing diracltors. One compasny has 2 sansging directors end two whole~tine
directérs. Ones company is managed by 1 Mansging Dipsctos with two tachnicel directors snd ons
compeny ls asnagsd by baard with onis Menaging Director snd an txecutive Director. 75 per cent and
25 per ceni companias are msnsged by boards with Managing Dlrectors and Board respactively. Noalnse
Directors: Out of 9 coapanies § have nonilnse directars, l.e. 62.5%. Out of Lotsl 87 directors of
these 9 companiss 10 sre nominess directors, 1.e. 11.5 pas cent spproxisately.

Exsgutive digecters ¢

Thees are 21 sxecutives of the totsl aumber of B7 directors, it smounts Lo 24% per cent. Of thess
21 execullves there are T Chalrmen, 8 managing diresctors, 1 chairsan cum msnsging directop, 2 sxe~
cutive directora, | Financial Dlrectoe, 1 Technical Oirsctor, 2 vhole~time Dirsctors.

8%
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Thers is no workeps' eapresentstives to the boerd.

Jue=Ther Bougd ¢

There are st lsast thras companies having plural sxscullves on

the lins of TwoTiepr Board.

Traditionsl system of prspasring Annual Reports sre folloved.
There is no mention of spending any amgunt of monesy for public
welfare of social bsnefit,

Sheractesisticy ¢

Companiss undepr this category have 10 nomines dipeciors out of
87 total numbsp of directors which s 8.7 per cent and highost
of sll other types of companies under review, There ape 29
exsoutlive directors out of 87 directors, vho aps about 25% of
the total nuaber of directors. Out of S companiss under this

group 5 have plursl sxscutives.
Bigeckors ¢

Total number 1s 87, varies from 16 to 4 the everage being 9.8
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o ¢ N} Papsr & Bosrd] 1,08,25,128! 8 ! 1 1081! Bosed with Memeging Dirsctee 1 0
1’ Hlm 96. i '}I i__l I_F:CI: ’i
. 3 Gemeslsg Ltd. H !.01.85.@' 5§ Nl ? Board ult.h Hm-gmq alnehf Thars ia 5 2
i H i[ : 3 a8 mim. .
) { AsCoMef LOo Ltﬂ! ¥ 1.02"0.5% 14 N’.l? S“I‘d with wmg ﬁlmm. mn is * 4
I N j} T aln one Cbulm.‘ | i .

Total palid up capitsl of the g compeniss under this cetegory is a..n.sam.s?s. the aversge
being Rnel 27,719,004, Pald up capital veries from Ap.1,04,85,500 Lo Ra.?,02,40,200.

2. Qirsstocs ¢
Thers sre 18 dirsctors in the group of 3 companies. Number of dirsclors verles fros 5 to 8,

the anﬁw beling 8.7 (m.)a

3. Henagesent 1
Except ons compeny all the other 8 companiss are menaged by the bosed wilh ssmaging director.
Thers sre two compsnies having plural executives. There is no visible instsnce of two-tier boasrd.

06t
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Naaines Ulrsgtacs ¢

There spe 6 companiss undar thisgroup having noainee dirsctors
from diffspenl finsncial institutions. The nushep of such
nominee diprectora is 18 out of totsi nuabaé of 10 dipectors.

It comes to 19% (Apprex.)

Exgcytiys Olroclopg ¢

Thare are 17 executive+diractors out of T8 dirsciors i.s,
about 22% of the total strengih of the hoard. The sxooutives
are of diffsrent daosignations such as chalrman, Managing
Directop, Joint Msnaging Oipesctor snd Executive Dirsctor,.

Workars' parbicipation ¢

Thepes ie no trace of top management.

From the reviev of Annual Repoprts of the companies undep this
group it is seen that traditional mothod of furnishing Annuel
Reports has been folloved. Thars is no aign of wvopthmantionw
ing far informetions regarding expenditurs made for public

velfare or soclal benofits,

JIxas of gentral

Contraliad by the group hsving substantial holding of squily
shares. Thaugh substantial emount has besn contributed by
the Stets and Canirsl Financisd Institutions, they have no
contpolling pover.



392

- Y T ™ - .

poy SeTIyenpuy
| = use3tey) | ¢ pasog TIN g r'._a.@o.aw ..hw_ st A
ﬁ
1241 ) | Py SITIN 33
I = ussateys | pasog oW1 3 9 tmar.ﬂ.mq T_zu dyng .-.38-3. L..u
» — — 3 P o " T
2% 0% § | *so0M nsu4 ! nﬂn&&uﬁ..m
usRItey) | ru..-: $ITA pamog IIN i el 00000 '¥3 ¢ ¢ Butrtoy TEUOTIEN {°G
. . SR i ¥
2= i
Joyoe310 Buthsusy § | «3oq0eatg Surb
eeITegD | jevey yITA pIsog T1T0°18 4 6 SLY'OL*6L | STIWW J0d9y Jh i 4
| “G°M J0°3A0D | *uddopraso |
oY) Aq papyoep TRIIEIpuY
‘0*w I8 eq 0} Wty oM gy
pieeg 128{oldy jsutwou Sisquom. Aq papioep | o
| = Juesadd v .su&uﬁ%« -usaoa ax. 8q 03 ST 41 §000°22%88 { *oD dIny 2edey STPVT i°C
S _ P .'IIL L i* e T " i..r - . - ‘4
= *0% _
oz fuseateg) § pasog 141] 8 O0S*02%60 § POITETY SIPNT BUEYG (02
sJsquen Gugeq dee 4
STUNPTEOII-EDYA 2
JOYI8IT0
. SRR YERd4 |

_
T | pasog Joyi-ony | TIN & 8...8.81.#.5 3 ..g wor §°t
-_ * _
: uee | n a”ou\«uﬁ 3433@ "y | .
::nuuxis&i» w303 | (RPTOUeUTy Joroy | m.ro Avadwoy gy Jo owey |
1 lw ? . Ullllm-.ill‘llli1 -
L ks 3 ohe s H K; R

*p30d, 18y UMy SEey Jo TEYded dn.pted Outaey setuedmo) ..a uisyied Junesboumyy
He=318V1



1 2 1 3 ic 2 R O 3‘ T
a.]! Eastend Paper 1 45,539,440 | ‘l‘; t WuBoFelo ¢ vu.h i 1 rl:mghq Oiroctogel
9.4 The Grob Teas Cll..i-.ttlm_‘jqr 4&.5&.‘110. r 8 There is g committee |
' with 12 membeps ex- with local members.
' j cludlng 5 directors
. _ E o _ ) - -
10.{ Accunsasures Fun jab 41,00 ,000 1 7 1§ 1=IFCL osrd uit.h Mang= 1 mlrlm
ttd. 1 1=]R81 ging Dissclor. 1 Menaging Olrectoges2
11; Paplicla Beard Indie 30,00 ,000 3 Nil Board. N3l
4 o e . L P . AR N
12.] Lekalml Automoblle 29,94 350 14 =IRC] Soard with 1 1 Chalgusn
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: 1=5,1P COT ' .
' . 4
13.1 The A.P.V.Enginsering 29,50 ,000 5 T NLl Baard uu.h 1| Mm
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Nokes 9o Table-H 3

1, Gapital ¢

There are 17 compsniss undcr_thls geoup having total pald-up cap.
of R8.5,14,94,964, the everags bsing Ry.47,93,232.80, varies
fron Ru.86,08,600 to Rs.8,08,900. |

2., BSgepd of Diregtoch !

Thepe are 123 dipectors (excepting lndie paper Pulp Co. Ltde
yhepe thege ere only directors nominated by the WeBalellaCade

Numbese of Oipector of this category varlss from 12 to 3, the

_____ e e s - =2

4.

out of 17 companles 10 companias &re menaged by the basrd with
mansging directors and 5 are managed by tha boapd and Lvo are
managed by the tvo-tiar Board. In sthapvords 58 per cant of
tha companles are nanaged by posed with managing dirsctors,

28 pap cent by boerd yithout menaging directors and 12 ose cent
by the typs of tuo-tier board paspectively.

Noainse Dhrsskors !

Only B compshles have nosines diroctors epproximately 850 per
cent of the compenies under this catsgory. Out of totel 123
disectors (except India Paper Pulp Coe Ltds) total nuabar of

nosines dirsctors sre 16 1.8. approximately 13% af the total
nunber of directors.
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8.

9.
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Thare sre 24 executives under this categoey af companiss. The
proportion batysen number of dipesctors and exscullive directors
1885 ¢ 1, In a conpany mmmely the Grob Tea Compesny Lid,.,
thare are 12 exocutives (not bosed members) for tolal wansge~

ment.

Nons of the Compsniss have sny pepresentativas to the Hoaed

to repronent-wnrkers.

Thers g no substantial asount of money spent by the compenien
undar this group to uphold socisl raspansibility.

Traditionsl systes of publication of Awnusl Reports Ls mentloned,
Thepee 1s no specisl fasture.

None of the companiss have sny subsidiapy company.
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IaLE -1
ANALYEES OF DISBURSEMENTS BY FINANCIAL INSTITUTIONS AS ON 31.3,.15604,
(1) . kB e ,u‘z"_
Invastasnt of Finencisl ¢ Parcentage of holding by
Institulions. F&aanclnr Institutions on
. tokal pesld up sapilal
] H Amwm I
Tobtol peid i 1. Equity & Ppef, ﬂ
capital of I Re. 590 arares. 10. 7%
93,254 cuompa=,
nies s 24 Faopsign Cuprengy Loan
v As.995 crores. y 18%
3. Debenturs-Re.314 Cra.
Guapantea~fRs, o
3' TOTAL = 1*§'CF§. 7.83%
} 42 Rupso Loan ' 188
i Ra.10,198 Grores.

Notes on Tabia=l @
This table shous thel colosesal amcunt of public monay has bsen

invastad in ppivals ssclos companiasg,

R8e5,514 cr3e lf 5. Total Rs.12,188 | 221%

As all thess financial lni&l*

tutlons sre ouned by the Governasnt, it has begome pesponsibility

on the part of Lhe Gevecnasnt Lo nosinate praoportionste pepressnta~

tives to the boapd of Lhe companies in which s0 auch public mensy

hss besn invasted to laok after its proper utllisation snd supsrvision

and guid!ﬂu.

Companies sre also expacted to mention cleaply in

thelr Annual Raports, smount of amoney taken from thess financisl

institutions sither in ths form of losn or share capital.

But.,

sxcept & few, aost of the compenles are negligent in this asetter.

Evan, on the bnels of Equity and prefsrence share capitel holding

by Financial Institutlons if proportionate repressntation system is
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appliud, they cen nominate ab lesst 10X of the nusbers of tLhe
diractors to the boards of tLhe compenies.

On ceitical reviev of ths ocapitel structure of Z5 Conpe=
nies (having pald-up~sapitasl of Rs.! crore or mops) shoving
totsl amount of saployed cspitsl snd loan Laken by thea from
Banks/Financial Institutions, it is evident that ths nusbap of |
naminge directors sre not in the same propurtion to other dipec~
tors in relstion to capitasl eaployed by thea, |
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TABLE =g

Kl 2 B MK 4 5 16 1_1}Ls} 9
13.{ Kirloskar Cuamias Ltd. § 69,07,00,000§ 13,90,00,000; 10,56,00,000" 1':'4 NLY o 1 g
14.} Barode Reyon Corpn.Ltde] 68,33,00,0008 14,44,00,000f 22,00,00,000f 10 § 2 2o § 2

—— - -
15.1 Jegatjit Cotton 56,15,00,0001 5,65,00,000] 11,56,00,000] 14 | 3 | 21.5 3

| Tostalo ills tha. | :

16.] Bosbay Subssben Electrlg 63,06,00,000f 6,38,00,000{ 7,12,00,000i- 10 | Nl | = 2
| aneliy Lid, -

17.{ Indisn Oxygen Unmited | 51,96,00,000f 10,85,00,000] - 3] MLl = 0

18.P“Glaxn Loboratorias | 56,24,u 000 az.m.oo.ooo! T7,34,000{ 11| ML} -~ o

19.1 Ouncan Agro Industries ! H -

L bhda. 4 14400498,000¢ 10 L N1} - X']
204 Indian Hotel Co. Ltd. | 45,40,00 6435,04,000  1,66,22,8001 15} Nul | = 3
aa.r Britenia Industries Ltd] 18,25,65 a.so.as.wj( Ni1 6{Ml1! - 1 o
22 GenelecLinitad 6,91,00 1,08,00,000  3,10,01,676] 61 Nil{ = 2
23 Automobils Corpn.ltd. 5,69,30,750  2,32,56,708 '4.34,00,03 1) M1 - 9
24.} Pelco Elestronics & 128,88,94 21,60 44,73 N -

| fraco Lloslromice -taﬁ..m.?aﬂ!ae.sa..!s}u 5
25.] Electric Lamp Mamufac-!  4,03,27,384  55,00,000 3,52.00,000} simij - 4
] + i e}

i 1 | P,
- o i.ﬁ. m.m.o,ei 33?:_952‘;3.‘.245‘ 1§a4,ga£:=.ﬁ.m i 18 ! B.4% ! 98

bbbt
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Ngtes on Tsble = 3+

This table shows that 42 per cent of ﬁha samployed capital
of these conpanles is investad by the finsncisl institutlons end
banks elthep in the form of shepe copltal end gusrantes for
lesus of shares or debenturss or loan, butl thelr rapresaniatives
to the boards §8 only 6.4 percentage. Whepeas by subscribing only
11 por cent of the employed caplial, individusl sharsholders
have 83.6 per cent reprasentatives to the bosedss 1f propor-
tionate represantation could be appllisd as regaesds Anvestmeni in
relation to the cmployad capltal Lthen number of crepresentatives
of the financlial institutlons should have been 98 instead of 18,
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Notes on TABLE=Ks

Ousp reviev of 75 companies revealsthat out of 121 directors,
thape are 82 directors nominsted by ths financiel institutlions.
It comss Lo sboul 11.23%,

Out of thase 82 noaines directors,2! represent different State
Govegnmants' finesnce Corporations, 14 by IFCI, 11 by 108I,

t1 by ICICI, B by GIC, 3 by UTI, 2 by LIC, one ssch by IRSI and
IDRI and public and lastly 7 by siscellsnssus flnsncisl institu~
tions.

Regarding nomination, Categery 'G' nominstes the highest i.e,
19%, then in ocdar of descending radaep, M, 13%, D 12.42%, F,
11.5%, C, 11% and lastly £, 4.5%.

It is evident from the shove that companiss having less amount

=capital
of paid=up/have mors numbap of nominees directoss.
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Feom this table 1t is evident that in the 1S companies under
reviey thape are 721 diresctors snd 181 sxecutive dirseclors,
approximately 25%, The sxecutives are of different designstions
such as Chesiraan, Vice~Chalrsan, Depuly Vice~Chalrsan, Exesutive
Chairman, Chairssn cus Manoging Dlrectos, Mensging Director,
Joint Msnaging Direcltor, Oesputy Managing Direstor, VieceeChslpasn
cum Managing Oirsctop, Exacutive Dirsctor, Finsncial Dlepscter,
Technical Dipector, Spscial Uirectors, President, Vice=Praslident,
Preaident cun Managing Ulrsctor and Whole Time Glrector. Out of
totsl 181 executive dirsators, thars are 62 Maneging Direclors,

3 Joint Msnaging Dlrectors and 12 Oepuly Menzging Dlrsctors.
Thers are 52 Chelrasn 8 Vice~Chairmen, 4 Dspuly Cheismen, ! Exe~
cutive Chairmen and 5 Chalemen cum Managing Olrector. The hunhcr
of Executive Directoss including Finsnclal, Technical and Special
Directors is 32. Total nuabar of vhole Lime dirsctors is 7,

Infarence that can be drawvn from this Teble is that 28 per
cent of the sembsrs of Lhe Bosrd srs exacutive dlprectors, and
1% par cent ape non exscutive directors.

Enecutlve Olrsctors huve s vitsl role to play in the punning
of & company, They have ths best insight into the organiaation,
ite men, 1ts strength snd Lis weskneas. Even success of thels
l1ives is closely enteiled by the success of ths orgsnisstion and,
therefors, Lheir commitment must necesssrily be great,.
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what L1a needed in Indis is that with tha sesrching know-
ledges shout Lhe sompeny by Lhe Executive Uirestors, the brosder
sut~look snd suitable guidencs of the non-executive directers
ape Lo be Antimatsly and carsfully bimnded and complesanting
one anokhar,

Anothep chengs that is roquired As Lo incrense the smolu~
ments and othsr benefits of the sxscultlve directors se that they
can exert thele full capscity, sfficliency, fasuitly snd ekill
for the benefit of Lhe arqenisstion,

It is fnternsting to note hore the news published in the
Economic Times, Caloutts, the 29th October, 1385 regarding ralsing
remunsrstion of Lop asnsgers. ' New Oslhi, October 20, 1985, Lhe
Union Govepnment has declded on principle to amsnd Lthe compenisa
Act ta provide for s higher slsb of resunasration for the Lop
managers in ths corporate aasctop. Reackoning of svap uhlring
standeed of living the peaunepstion of Lhe asnaging directors,
which is pogged st e gross of Re.,T500/= per menth is proposed to
be relsed to Re.10,000/= per month (gross) theough the smendwent
of the Companiecs Agt.'

It is almo nucciuary to incresss the sitting feea of the
non-executive directors, the celling 1ialt of vhich, st present
is Re.250 per maseting. Geneorally dirscters' mesting is held
B times in & yssp. Olrsctors scting ss reprsssntatives of
Governmant or soms large organisstions fopege the personsl use
of the sitting fess. This is roslly & small emgunt ts stirsct a
asn of high calibrs.
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Indian 'Basrds’ sre virtuslly contpolled from outside.
Spegially privete ssgtor compsnies spe gontrolled by powver
groups which dictats policles in all msjor oress, including
compoaition of Lhe Board.

Mr. Apabinds Ray in his spticle “"Board of Directors
A critique®” in the Book, Boasds of Olrectors in lndia=thelr
statlics and UDysnamica, edited by Chakrasborty S.K. publighsd by
All India Managemant Associstion New Delhi, Ist. Edn. 1985 P-287
stated "such s povar group eould be a fasily, an individual or
twa in 2 multinational headguerieoprs aany thougand alles avey,
or a8 civil sepvant, ar a politician, Compsny Beapds in Indis
rarely dlacuss » crucisl famsun in the knowlsdge that its own
discussions on the subjsct vill be finel, That power Lo declde
rests with the asjority sharsholders and Ls often delegated in
the lettep's opganisalion to on Andividual or two, since vepy
conveniently it is not possible for Lthat top Board An its
entipsly Lo bs involved Ln the affeles of s particuler subsidisry
or assoclats. If Soards in Indis heve to fulfil their rols in
the same way ss Boards of fully profassionally managed cospaniss
do slsevhere, not only will non-sxecutive dirsctors have Lo be
pald sdequatsly for their labour and sounsel, bul more impartant
thah that, sharsholding neesds to be widely diffused.”

Wa alwso fuxly agree with the opinion of the above mentioned
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author. Oue preseeiption is that by the introduction of Multi~
ple Tvo~Tier Boapd (explained in Chaptepr V1), the centrolling
authopity of pover group may be sliminated, There would be
disperssl of sharsholdings snd msde sffective of the perfor~
mances of bospd of dirsclors,.
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8.1 Inkrgduction .
Netional contpibution of company form of business is

beyond doubt, It has alrsady bean pecognised end astablished
all over the world that business houses, meinly opganiped 1n
the form of companies, hes s clesp pole in the forsulation of
economic, political snd anéznl obhjactivas and policias of Gevi.
of any countpy and Indis is not sn exceptlon, The lsdder of
auch business~houses is, no doubt, Lhe menagement paillesn, Its
relavance is all the more lmportant in daveleping countelies.
Oupr Govt. is slss teying Lo ravamp and rationaliss the sxisting
pattarn of company management thraugh diffspsent legislations and
controle. Sincecity on the paet of the Govi. 1a commandabls,

no doubt, but fér reasons aars than one, the sffective snd
desired repult has not yet beon aschieved. That neceasitates
fnnussrable unandnhntn of existing lavs snd imposition of new
lavs over Lhe yoears, Oy such emsndments and ney loqtalntlnns_

more problems have been crested rather than its solution,

We have endeavoursd Lo present detailed snalysis of
aultiferious problems ragapding ths company msnagement in aur
studies and teled Lo give some concersts suggestions which aight

help to overcowe the prevailing hurdles and to aschisve the desired
rosulte,

Diffarent chapters have dealt vith differant aspocts of
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af compeny ssnagement starting with iis historicel awspest,
Esplricasl anslysis hes sise bosn offered in relevant chaplers
vith referonce Lo s» sany as ssventy~five public llaitsd compe-
nies in Lhe private sastor to highlighl ocur studics.

We have snadoavoured to set forth our saln sppreash and
findings in diffapent chaptegz in brief and show Lhe miggestion
fop affective compsny sanagemsent in this concluding chepler,

In the intpodustaey chaptep ve have desit vith the
steucture of Lhe company msnagement in Indie. Oupr ondesvoup
has boon congantrated to top manageewnt structurs of Lhe ppivete
ssotor cospanies only. e have Lriesd Lo highlight some of the
inheront defocta of the mﬁmy lav of Indle for vhich rsaponsi~
bilitles undeptoken by Lths pelivate soctor companiss could not be
fulfillad sstisfachoplly by them as AL wes supocted of them Lo
aasliopate ths suffssringa of the sasses. BDusinessmen in Indla
arn of the opinion that they ess perfaraing thelir sctivilies
resaining vithin the purviey of Lhe scompeny lav as far ss
passible end somstimes overstraining Lheasslvas Lo being about
the trus asconomic well=being of the country. They hold Lhst Gevi,
conteol and regulstions sre in the wey of thelr full-fledged
effactivenses, Un the other hend, Govi.'s viev is thet the
progreas 80 fap schisved s dus Lo the regulsted sconony and
congtant vigilancs on all Lhs ecanoaic sctivities of Lthe nation
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including compsny sansgesent,. In Lha prasoni day conlsxt, in
avspy counlsy, Ba conpany mensgesent is regarded sz Lhe sesh
important spehitect of nstionsl presperily end as in AL, »
manhy pagsons and sc such Mt af wveslih ssrs invelved, Gowl.
gan not somsin sn indiffopont spestastor, Thepsfors, regule~
tion is nesded no doubl, but that aust be in Lhe fora of
atotutory snd Mendesin Lyps, regulatad by lsgislative pather
thon sdalnistrative control but provisions sust be Lhers for
inflicting savare punlshment gn theas wvho vill violates the lay,
Aftar forly ysars of indspendence, not bsing sstisfled vith
the rosult of prepondscesnce glven on the public msstor ovepr
the private scctor end with the steist regulstion so far made,
prasent Govb. i thinking of altemmative saans to sccelersis
Indian sconomy to resch Lhe nay sge of the 2Vsk century. This
aovement stapted singe 1985, Lst us hope for the betisr, We
sapneatly belisve that the aspirstion of the Govi. may be fyl-
£1lle 1P troditional structuse of Lhe company sanagoment 1s
reconstituted an suggested by us in Chapleg Vi,

In the second chapler, we have discussed the histopy
o_f cospeny legislation in Indie, Lhe first snagtesnt belng
made in the yosp 1850 end thapesfiop in 1913, 1935 end 1956,
Afterussrds, every yese, upto Lhe dats, the Ast had besn smandsd
seversl times Lo kesp pace with the chenging clecumstences.
Thage had basn also eseschengss in the msnagesent strusctuee in
four stages., ODuring tha first pesiod, 1850-1946 management of
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the cowpany had basn Ain the hands of forsign managing agents
although seeds of Indian menaging sgency firas geralnated

and develaped, The board of directors ss an organ of asnage~
sant had been completsly eclipsed, In the sacond stage after
independenas, .8, in 18471858, thers had bDesn sbolition of
forelion menaging sgents and sinae Lhen sfforts vere being sade
to give suthority to Lhe beossd of dirsclors for Lhe aenagosent
of ths compsny, In the Lhird stags, ie. during the parloed,
9956=197G, the aost romsphsbls event in the histopy of coapeny
aanagensnt in Indis, among ssny other things, vas ths asbolition
of the aanaging agency systan including the lav+ssds executive
orgen of asnagoment, namsly, mscroteriss snd Lrossurers fron
the soil of Indie on and fron the thipd day of April, 1970,

In tha fourth stage 1.8, during the period 1971 upto dets,
davelopaent took place ragerding the dispesrssl of sharsheldings
as & regult of the anforcoment of Lhe FERA snd MATP Ast end
slso in Lhe sscondancy of Lhe menagemont pettern by bospd vith
Lthe sennging director, Inceniive slse cens in investasnt by
nonepasident Indians in Indien Compenics, Thers vere alss
caspgence of joint ssctor ontapprises and depsndence of private
‘segter campsniss on the finencisl institutlion fee finense sta,
otc, Review of ths structure of Compeny Agt, 1885 including
smandusnts Lhepaon rovesl saong sany othar Lhings, the unpepu
lapity of the asnagemont by senager, ssvera geateictiens en
sppointasnt and romunsration of the asnaging dirsctor, sciive
interforonco of the Govi. by the sbolition of the sxisting
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bosed peplacing AL by the nominess of the Gavi. by virtue of
tha section 40 of the Companies Amendeant Aght, 1874 sshking
coapulpory for Lhe appointmend of a qualifisd company sscrelary
of a compeny having » psideyp caplital of Ra20 lahhs or mape,
This Ast telsd to (1) Fix up miniaum standerd of business intes
grity, (13) make full snd felr disclomspe, (113) ssmurs effoctive
partigipestion by the share~holdess Ln mancgesent to prodect
the intarest of the shars«holders in one«hend and comspany and
society on the othap, (iv) snfarce propesr pecforsanss by the
company sanagsaent snd above all, (v) srrenge provinion for the
investigetion of the offealirs of nanagesent Lo uphold public
integest, 8ut the saondoonts so fap made and dovelopaant
ocoursred, they, instead of solving the probless, aggrsvated
them,

In the thigd chepter, inkeicats studies have besn Bade
an soma pscant ppobleas which have ceopped up and regquisre
inaadiste solutions, such as, (1) nonwpagistration of shapen
held both by ths rosident and nonepesident Indians end Govie's
role in this mattar in view of the fast of pouring in of fagelign
exshangs by invegtaents made by Lthes Lo the Indien Cospanies,
acbliity snd trenaferability of shares, and fele and unfels
taks=over bide; (11) persistent domand of the working fores for
participation in sensgement and gspital in the top ssnsgemsnt of
the coapanies in which they sre saployed, there baing propeiety
of this Llzsus as guarsntssd by our sonstitution end its succoslie
ful Saplementation vith good result An diffepent doveloped
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countyles of the worlds (131) the prablen of sconamic povsy
which still subsists snd dictstas Lha ssnsgeneni parelysing
the effectivenass of the bospc of directorsy (iv) probles of
pudbliec sccountability snd professionslisstion of sanagesent
stcs It has boson axplained Lhet thess problems gould be
sesily alniaised by Inlpoducing the Multipls TvoeTiap Gospd
of Managameni = 3 nev style of management technique snuncisted
By USie

The Fourth Chapler contasine the description of the faat
Lthet our Conptitution contains meny provisions to contgol
sconony vig~s=vig conpany mansgement. uWithin the sgope of
our constitutlion, structups af the coapeny ssasgement gan be
rocongtituted to sshke i sops effeciive, sconoslically visble
and soclially rosponsive.

The FAfth chapter contalns diffepent Lypas af company
sanagensnt practised in diffseent pepls of Lhs vorld, Lheis
fastupes and lessons fros Lhngs asnagement patlegns which sen
gainfully be laplesanted in Indisn structure of ceapeny asnege~
asnt which will sult the ladien sendition and envisenmeni.

In the Siath chaplar discussions have been sade te
highlight the joint ssctor movesent in Indis, its further
dovelopment due to smergence of shifting of esonomic pover
by the Govt, ta coabwlu for nationalisetion of all LUw
finsncisl establishmants in diffesent stages. Chenge of ownepge
ahip of capiteal sust bring sbout the chenge of the structups
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of saonsgesent and thus the establishment of the jJoint sestos
will pave ths vay towspda the nev formel of company sshsgeseni «
Ahe Multiple Two~Tier Gosrd. IL is & developod fera of jJolmt~
sogtop vhepein sll the ingredients vwho fope Lhe compeny will
represent en the Palicy Besgd:. The snsaulive beerd will consist
of prefessionsl ssployess. IL swbadies in LIL sest of Lhe goud
lessons derived from Lhe counpeny ssnageaent practised in diffesent
sounteies of Lhe vorld. The developmani of contemparapy siltue~
tions in the process of svalution has arsstad scops fopr iis
orlgin. It is sultad to the Leadition, culture end heritege of
Indisn sthos. It ias within the pupview of our Constituiien and
oxpacted Lo fulfil ths ssplratiens of Lhe Presers of our Conphi-
tutlon. 1t will maks the companies not aonly viﬁblc from tha
coonoalc point of view bul will sleso convept them into soclal
institutions to sapve Lhe public intepest aore creditably.

Oup ssveanth chapler conteinz the revisy of Lhe steushure
of the top managemont of seventy~five coapanies on Lhe basis of
the mnusl Reports of thoss Companies (1983+84). This reviev
rovesls sany intsgrostiing fastupes of which the agst isporint
are Lhe prepondspence of Lhe aompany nanegesent by s beaprd wikh
8 asaaging dicsgtor, sesrgencs of the Twe~Tiep Goasd,dependence
of the companiss on the bhanks and finensial institubtions for e
sepitsl. But st present.these is no such proportionsi represen~
tation by thoss banks, finsncisl institutions and Govermment,
Thaes 18 no trace of vorkees' pagticipstion but theee is only
8 single csss of people’s papresentation on the bospd. There is
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a substantisl nusbse of execulive directors. Although
they claln to da professionals, the fast L= thet professionsls
are only s feu in numbep. These is only ane company which is
monsged by boasd vilh sanager.

Brond suggestions have alresdy bessn glwven in sssh chepler.
in sddition, some specific suggastions ape slso given belov to

achiave the objsctive »

E . LN . . E | »-
. 3 T 1T TR, 4 S

Inspita of the constitutlional guassntee and the Incresw
sing demand by the labour fopgs for thelr cepresentstion
to tha Loard of Dlpactors, wo have noticed no trace of
wogkees' participation in top mmnagement of tLhs seventy
fivs compeniss revisucd by us (Chapter Vi), We recosaend
thet ons third of the Lotel nunhes of aembers of Lhe

Bosed of Directors should be vorkeps' pepresontatives.
Regsrding asthod of elcction and all other astiers we sre
fully in sgreesent with Lhe recosasndations of Lhe High~
Powered Expert Comnittas on Companies and MRTP Agl, August
1978 Chapler XI, The pscomsendsilons of ths sald comalltes
in this regsrd Lis net only petionsl end Justified but slso
adoptable in Lhe present conltaxt of Lhe Indisn Company
Mensgesent ,
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Ragspding vorkers' participetion In sospeny ssnsgesent,
Govt. of India has snsctad law Lo sppoint s vorksy direc~
tor to the boaprd of the public seclor ongespeimes {1983
guide lines}. Ovar and sbove Unlon Govi.'s decision Lo
aska it obligstary for Lhe privais carpoprste sestor Lo
provide for o alnioum of 5 per cent shage~holding in favour
of varkers snd sheff in case of new capital Llesue snd
Antpoduction of special clasa of sslsey-savingeelinked
convestible debentupre Lazsus for Lhe employees in Lhe
private sector, whers, they wvould heve the option to buy
the same st a preedstesalnod fair Porouls or st 80 pep
cant of Lhe osvarsge prevalling price of Lhe shepes in the
stogk uarkat‘; thess are in right digection tovards
vopkses' pasticlipation in capitsl which will ultisately
alovste ths principle of vorkses' participation in manage~
asent, In New Oslhi, on July 10, 1988 Mp, V.P, Singh, the
then .iinistopein-Charge, Finance and Industey Govt. of
India sald, "The Gowt., is considesring L0 evolve s new
schoos wheprsby the finsnsliel lnstitutions whils offlosding
shapss in bulk, would earmask for certsin percontage for
offloading in favour of werkers snd stege, 2o

11) Inkeoduction of Tyo-Tigr Seaed

te
2e

Theps is o great nocessity of lntroducing Two=Tiar Uoard
The Econoalc Times, Calcutta, July 11, 1985,
ibid. JUIY "' 1885,
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systes of company ssnsgenant in Indie, This systes hes preved
succsasful in Gerasny end other Europesn sounteles. Mee SiKe
shattacharyya, sn sedent advosste of Tee-Tisr Sosed, siaiss

in his articls, "The Teo~Tier Dourd is & such sare pewgmetlis
and fossible proposition in the spesific Indian gontext. The
prablen of manning the ‘uparvissyy Bosrds by nonuumh._
acadonics snd senlar business sxscutives is neb seally lasupere
sble, given Lhe apray of Ltalenis svallsble to~day.s It esn be
Aapiemonted provided the pegsonnal for Lhe supsevisory Beagds
asgcapt that tha guidsilnes ragasding thele appoiniasnt, tonure
and compsngalion age gessonsble and atirsctive., There ls good
svidonce Lo belisve thal asny lsege cospsnies swld iike to
sponsor thelr executives to supsrvisory Soespd ef other compenies,
Nationalised Commapciasl Banks being supplieprs of msjor wopking
capital snd sending representstives Lo the board Lo Lhe come
paniens o8 suthorisad by shago-holders can nake ths bosrd effec~
tive, ua age also of the oplinion that Gerssn sysies of fepree
sontation Lhrough banks on behalf of the shope~holdeprs who
autharisc thels bunks to reprossnt Lo thae bospd sheuld be intro~
duced in Indis. The follewing lines by an sainent suthor sre
vortheentioning heps whe 13 alen in fevour of Two-Tier Doued o

w3

"wWhen & bosrd consists largely of oulslide direstoprs, Lhe
directors spe in any case forced into s sopt of mupsrvisory
eoles by the limitad time and the liaited infarmsilion thay have,

3, Bhatischepyya .ulo Mudo. The Teo~Tier Bostd. A rep~
ponse Lo curgent. lsgel snd Menegarisl Oilena in the
ami dlwm m m;hu New Delhi
She on
Edne 1983, edited by S.K. Chekraborty, PeiS, ’
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and ths satusl mensgement comsa Lo devolve on Lhe sxscutlve
manageasnt coonitlec vhich asets fraguently end conducts the
day-towday affaips of tha campany, In such s situstion irroe~
pactive of the legsl fosm, the resull iz for all prachicel
pusposes & tvoetles board.™® It is very difficult te knov why
High=Fovered Cxpeet Committas on Coapanias snd MRYP Acks qul~
vardly rejactod the possibility of Antpodustion of twoetllar
board in the coapanies of ths privels sector regarding Lhalp
asnagsasnt in Indis,. BHut for all grecklicsl purposss Lhore are
Lraces of Divisionsl Mensgosant Soasrd systea in Guest~Kesn
Williams, Tets Ipon and Stesl Compsny, A.C.Ce Companies ato.
This trond s visible in Indle. W3 rocomsend positively fep
its introduction with some modificstion as wet forth in Chep~
tep VI,

111)

"“‘:‘._'_._"‘ S ISR ]
4 r

In opdepr Lo sshs ths trus denccestic organigetion, pw-‘
portionste rsprasentation of shage~holding must be
intpoduced iamndietely in pespect of shere~helding both
by pelvets individusls snd financial institutions. This
methed will not bs spplicsble An cses of workess' dires~
tors or reprosantation by Lhe banks end financial insti-
tutions vhich look after the smount of soney gesntsd ss
loan by thea for propsr utilisstion. It s not slsa
appuncbla in cass of Govespnmeni's noalnes Lo the boored

do miupu nr. NoKy o chngiug pattopn of Corporats Manage-
mm mumnq House, New Oslhi, 2nd revised edn,,
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for stetutopy purposes or Lo raprasent custosses of suppliers
for upholding the public intepsst, This ssthod will ancoupe
sge in ons hand grestar rangs of disclosure sesulting en=
hancement of agcounlablilliy Lo all Lhe Angeudients whigh
faorm 3 company and on the other hand, concantrstiion of the
sgonosic power would be cantrolled snd chochked sutometicelly.
Undep thams clrcumstances, ve gecomssnd the snforcesent of
sactions 262 and 265 of Lhs Cospaniss Act s sandsiopy.

The guestion of profsssionslisation s inteplinked vith

the quastion of Lwo-tier ssnhasgaaent. IV has slresady been
asniioned that the policy board is Lo be constituled of the
minsd bag of substantiel nusbar of ppofsesional peprsonnel
froa differont segments, The sxecutive bospd must be
foraad vith employes professionais having sapepisnce and
tachnical knovledge, sincepiiy end iadspendent decision
making povers. Gprowing ssteblishaent of asnagesent educe-
tion In Indlis has slso encoursged tho movemant toussds
professionalisation of comspany menagemant in India, Though
the process startsd afisr Lhe independencs, it ves sccele~
roted s 5 resull of the FERA, 1973 which required cveey
forelgn company to geducs foreign holding to 40 per cent
unloss it was asinly engeged in certaln gpscifisd priopity
industrlies or in activities involving sophisticated tichna-
logy or exporta. IL 19 evident thet "st the end of FERA
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proceas there vare anly sbout 180 forsign controllsd comspsnies
with moge than 40 par cent fopeign sharing end few forsign
branchos as ageinst scas S92 fopelgn coapaniss snd branches
An 1574,°% Introduction of the FERA requires high teshnoloegy
in producing expopt guslily sophistiocsted goads. 1t slse
causes wids disporsal of shapaholdings due to the pelicy of
Indianisstion. Ooth thees csusss indirectly encouraged profe~
sslonalisation of the compeny menageasnt in Indla.

Anothar impostant puint vhich dessgves Lo be mentionesd
hsee fopn tha polnt of viev of corporsle menagemont in Indls
1 that "There weee sboutl 228 Indisn Joint Ventures with invest-
asnt of ovesr Re.1200 million functioning in shout 40 counteles
on lst. July, 1982,"8

This vill cestainly effsct the inflov of forsign cepital
in one hand and outflow of Indisn managesisl teschnology in
sbroade This hes slmso unfolded the scape of professionslisetion
of company asnagement,. This moveassnt is to be encoursged.

Dispersal of shapshaldinus cesuses professionslisstion,
Hare in Indis apart fpom Lhe FERA, wide disperssl of sharsholde
ings has slraady been stesrted by tha intpoduction of MRTP Ast
and the Capital lssuem Cantrol Act which fogced Compsniss Lo
Assus nev sharse ocr convertible debentures to the public vhensver
thsy epplisd for sxpension. Thase companies dirscily spprosch
public subscribers for convecrtible debentures in opdss Lo vesken

Be Angwer to Lok Sabha, QQN@Q““' July, 1882,

8 Opecit, Senguptes Op, N.K, Chenging Pattepns of 1 ¥
v . .ant.wp ; . . Qing » Corporate
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the haolding of the public financial institutions on sccount of
conveptible cleuse stipulated by thomse institutions sincs 1979
in their long tapm loan sgpeaments, Frafessionolisstiion of
company aansgenent should ismedistely be inteoduced in Indis
Ain apdep Lo anke tha conpany msnagement Flaxible, adaplsble,
more vishle from sconomic and soclial polnt of view,

Problea of ahupohaldxng snd registeation thepsof by Lhe none
resident Indisns s The news published in the Economie Times,
Calcutta on the 30th of Juns, 1988 which states that nonw
resident Indians have scquired subatantisl staske by way of

shares in sboul 20 cospanies, csusing thraat to tha ssnagement
of fow companiss. They heve bought shares of both mow and ald
compenies and soss sick units es well, Soms of tLhe non-rssidents

hsve exprassed villingness Lo buy shages sven at & high promiun
and s large numbar of applications see still psnding with the
Resceve Sank of India, Stepiking of € seciion 111 aof the Companies
Act which Ls releted to share esgisteation An pespect of listed
companics As undepstood Lo havs snooussged Lhe NRls to enteg

the market.’

Investaent in shepes by nonwsesident Indisns has alrsady
crestad problens spsalally aftes the declsions issued by Lhe
Judgement jlven by the Bombay High Court in the cass of Me.
Svara) Pal VG Cacot D.CeM. Ltd. At lagt, Lhe Supreme Court

Te The £conomalc Times, Cslcuttz June 30th, 1988,
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1 ssuad final vepdiat in favour of L.l.Ce and othesrs declaring
the action of Lhe Resspve Sank of Indls 'lsgel® and thus it
haé solved tha problen of pogisiretion of ohares Ly the none-
residont Indisny at least to some extent. The decision of Lhe
lsgality of the cleis of Mp. Chhabelia faor Lhs puechese of Uwm
amjor pert of shopes of Shew alles and Co. is still pending
before the Conpany Law Board. The investasnt potentialities
of the non=resident Indians should bes fully utilised in opdes
to ovapcome the fopelign sachenge ceisis fpoa vhich Indla has
been suffoging fop the lert two desases. Fpovisions should be
nade so that non-pesident lndiens epe encouragad Lo Anvest thels
potentialitiss in greater extent in Indian Coapsnies. This
project has given birth Lo mansgarlial probleas when Lthe invaste
asnt is sufficlent enough of equily stske Lo ovep~theov Lhe

exiating sebl of oanagement,

As 8 process of libaralisstion novement, the Resepve
Bank brought padicsl shangss in Ala policy in sllouing lnvest~
osnts by nonecasidents in 1982, The new policy sought to
libopalise, to a grsat sxtent, the investment opportunities
avsilsble to the non~regident Indiang spuciaslly with repstelis~
tion facllities and intproducad measuess to alaplify the sxisting
regulations undepr the Exschenge Contpol Ragulstion Rules to
ensble the nan~pesident Indisns Lo ecquire and dispose of the
shares sasily, The new psguletions slss anlasrged Lhe ssope of
s8ligible investoes of the two schemop-direct mubscelption scheme



423

and portfolic achome ~ Lhe farmer hss boen opepsting
anocothly snd has theown up vesy few opersiling probloss,

But the portfolio” schose has bewn subjecied to seversl
amedneonts and sll kinds of iopracticsl restricticns, Thess
rastelictions are to be liberalissd.

we are of the oplnion that by the Antroduction of
*Multiple Two~Tiepr Board' system of mansgement, thess probe
lems would be molvsd sutomsticelly. Under this systos,
thepe will ba no stpugple for kesping mensgerisl power An
hand. Only problem L1s the selection of tha past of 'Meneging
Diroctor' uho vould be certalaly tho cespresentative of the
group belong to president or non=pesident which holds aejoprity
of shapes, The only impodimant in the vay of AL 1a the
fesr of the Indisn businzgsmcn to loose their contpol of
aanagemont vhich thay hold even with 6 to 10 pep cent equity
shapes, 1f Lhey prove Lheasslves ceally batitep for Lhe
asnagement they will be in power af nensgeamsnt but if in
tha pracess of propuclionsts sepresentetion, even Af they
have a snall nusbse of ghapes Lhey will get chance of repre-
ssntation. UOver and above, the noainscs of ths financlial
institutionn and Govt. including vorkeps' directoss vill cest
thale votes for the post of the Menaging Dissctor in fovour
of the peesons, vhothar resident or non-pasident considering
the ability of the person Lo serve Lhe company for the best
Anterest of the natlon,



124

One of the asjor hindrances to Lhs copporete managesent of
india is ceusod by the existence of sbrong sconosic powers

or groups which send Lhels represeniobive/prupresontatives

to the bosed Lo heap mansgesent in Lhelr heands and run the
coopaniss through the nominsted dirsatorss Such poves
groups romain sonstioes visible snd sometimess invisidle,

Ag long as the membeps of the board sepve the interasi of

the group oe houss, they semaln ss dirscter/diresctors. They
have no indapendsnt power of Laking decision to run well Lhe
companics, As 8 posult, ths conuept of the board of directors
and the suitability end sffectiveness of Lhe Boaprd as an
insteusont of corporals governsnge are being quostloned.
"Not only spe theps asllegations of videsppead enviponaantasl
damages, dunping haaapdous products of unvary custonops,

poay conpumsy pervices, ilapraper connsctions bstween big
business snd ﬁcuma in Govepnoant, favoupitiss and anti~
coapotitive practices, such ss, prica~fixing snd intepr-locking
dircctoprships, hut also aops heinous chepges of whils=collor
boagd~poon crises such as corruption, beibery snd slsuse of
company's zasots snd lanceal uss of privileged compsny infore
metion by directors in salf Antepsst. lnevitsbly, theco is
bath public glamour for fundementsl rsfors and s pesssertion
of contgal by the acobeps of Lhe corporsls boards"®

sengupte DOr. NeK, Changin Pnt.tunl of Corporstes Menagesment
New Oslhi, ond Edne Raviesd 1883 PP 21118,
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wWe are slpo of the view that in order to belng in
Leue demacratic treditions to sake ths companies soonoslcslly
visble and for undertaking the socisl pesponsibility “the
board Lis Lo bs a8 sort of Govk, of besl sinde, ultinmstasly
responsible to commynily-congensus which sets up gensgal
objactivas, standagsds of perfosmance snd rnult:." In
Multiple TwoeTisp Howed thess will be no sectional or indl«
viduel interest or preference be glven to any ons, CEvepy
aonbege of the boapd will uphold the coomon intagest snd
exeprt hias full faculty for ths bensfit of tha company taking
into consideration fully Lhs soclel responsibllity end reasin-
ing within ths boyndary of thas pules and regulations snd
Govepnaental solicias fop Lhs fulfilment of the aspiestion
of the ailliona of people of India. Our suggested "ultiple
Tua~Tisr Board will holp Lo plug Lhe gsp betwessn shapresholders
shd direstors in ons hand snd thae nansgsaent snd conbpol on
tha other hand as it envisages the profassionsl spppoeth,
praportionate representation of shapeholding by the publig,
banks, finsncisl institublons, vorkers' representstlions and
sboys all, Govepnsental nominess,

Thope ara ssny subhors who ape of Lhe opinion thet ths Anmuel
Reports paublished by various comppnies and sssved on the
shere~holdess, contain matiers as stetutory obligations only,

- i

Berls A.A.and leana GoCy The Mademn Corporstion eng Private
Feroparty, New Yark, 1882, P=10,
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The cheirsan's ennusl statssent, the individusl shareholdess'
right to get snawers froa Lhe compeny on enjulries, the repre~
sentations of the finsncisl institutions Lo Ahe Boasrd of the
conpanies in vhich those finsnaisl institutions hsve invested
monsy, and the Govemwentsl and paplissentarzy dsbals shoul the
sffeirs of ths compeny = oll thess maske the gompany mansgoaent
nimast an open book end nathing should reasin hiddan, Out fpon
our critiosl study of the Annual Reports of 75 cospsnies (82-83,
~ and B3~84), v can safely conclude that, Lhess may serve tha
lejal requiresents but those sre not cleep=oul disslosures to
the public. Except s fow conpanies, mseinly of Tsts group (The
Tata Ipon & Steel Co., The Tats Powsp Compeny Limited, The
Andhea Valley Pover Supply Company Lisited, The Tets Hydeo Eles~
tric Povep Supply Compeny Ltd.,), others have falled Lo disclose
clespely Lhe nusber of shapes held by ths Govepnment and financlel
Anstitutions, proportionsts porosntage of voting paver, svoen
loan fpon benks, iticrossople allll ietteors are aleo used for
statoment of Accounts for subsidisey compenies Le keep metters,
‘ohacure, As & pemady of these flaws Lhers should bs proper
public disclosurs which must be legible,intelligible and sesning=
fule It is to be romembesed that lagal honesly and fale reposting
are by no seans synonynmous. Ruporting aust be falr and fraguent
end sust reach evepy concernad party in tise po Lhat the puspese
of averyone As fulfilled.

L]
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O RESE oW 2 WY W % 15
ot S8 _oaak of the Manates

Presant day practics 1is thal Centgel Govepnnent does net
give permisaion to held ths post of managing dircestor Lo
a8 siagla pagson for mose Lhan one company., We also
ancoursge such g sound peinciple but at ths sams Liss,

ve rocosmsnd Lhe changs of ths conpsny law pegapding
peesent sailing of 20 dirsctorship by the professionals
outside paptetiss dirsctors snd make it 10, e recossend
plugsli executive systcm of menagasaent. In the sysisn of
‘usdtiple Two=Tiep Bosgd, thecre will be one exscullve
board consisting of the professional enployeses. The
Exsgutive Board will be Alndependent, no doubil, bul romain
undar the supsrvision of ths tulicy OQoapd, Ths sansging
director should be made the vital polint of eonnaetmng
i1ink between the Lwo baourde ~ pollicy end exogutive. He
should bs shspsholdeea’ repressntetive in privats compeniss
but to be elected by all the memsbags of the palicy baard.
As & full=timer he should not be allowed Lo sat even s
a papt-tine dirsctor Lo othep compeny, The old orgumant
of the psuclity of esnagesisl pepsonnel in India, often
used in the past, to Justify the inter~locking of direstose
ships, can not be justified sny longes,

The post of asnagsr being unpopular should be
abolished, In ths Compsny Act, Lhe position of vholeetinms
director snd other snecutives should bs claprifisd. The
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Assue of non~paglstration of shares by the existing sensge~

ment, held both by the pesident snd non-resident Indliens,
has crealed 8 serious problav ond ss en affect, L hes
cetssded the mobility of sheres, collestion of espitsl and
pouring in auchenesded farcign sxchangs. Asendeont of the
Companiass Act in 1574 snd the snactment of Securities
Conteacts (Regulstion) Agt, 1985 intending to same the
problen of rsglsteoabion have Ain offect, sggravatsd it.
tultabls arraongessnts are Lo be nade Lo solve these probleas
inmediately in opdor to make bensficlal uses of forelgn
money for the developmsnt of the countey. Refussl to
reginter shapee ke avidenl vhan the existing asnagessnt Le
afralc of loosing ita conteel over managssent. Intpoduciion
of itiple Two=Tisy Boapd will sostly be sble Lo wminisiss
this problem as undep this systan of msansgement, the sanage-
mant body vill conesentrats its ensegy to look sftsp ths
interest of sll the ingredients which constitute s compsny
Anstesd of upholding the integest of s group or femily,

Since indopondence, there hed bosn preponderance aof the
publlc sector ovep the privale gactor ond s spactsculssr

development in the compeny menagement wes uvidant in the
growth of public sector bobh in volume and in eapitsl strue~
tuse of which privats ssctor had besn junior pertness. This
visv has pecently boon chsnged since the pessing of the budget



of 198585 end deslaration made by the Ppime MinLster of Indis
snd Chalgman of the Planning Coamission on Febpuary 8, 1985 in
New Dsihi. Now, thars Az & clear indication of sore relisnce
on the privals segtor compeniza, The public sactors have bomn
apked to run thele éoupauxes with efficisncy and Laks effective
rasult-opiontsd perfopognces, Instead of nsadless extension,
the public sectors should consentrets on thels policies for
afficlioncy snd profit and aake s psasonable impul output petio,
Gavt. prosmisad to take active and ressonsble stape Lo snpcoursgs
tha growth and davalopment of private ssstors. One of the acans
of encousagssent is to withdrav unnecassary sdnlnistrative con~
trols over private saclor whilch stond Ain the way of Lhe geawth,
gxtanslion snd expansion, Mops gselionce is to be made on the
st.atutopy bantral and conpaniss vhich violste the rules snd
roagulations framed by tha Govt. should be punished vithout any
maecy. If this ia done, Lt will bs possible for the Govi. to

frame the dasiradble palicy eather than to be busy vith the poutine

sffalrs, Apart fron thls, it will help in creating 8 good rele=
tion betwesn the Govt. snd Compsnies which is urgently needed
for Lthe rationslisstion of coapany msnagement.,

P J E__BIRBAS AR S ASUSERNT A RN  EEHANLI A RE SRR
anaing thair teaditiongl otisiucey

These 1s no doubt of the fact thet Lhe Indisn Compsnies Aest
vhich vas snsstad in the ald fiftees and smended aftervecds pro-
vide & nuabsr of restplictions on the priveste sector., Olshonest
businesamen slvays try Lo find out fleuws Lo raguisrise theip
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sipdesds. Gavi, also Lakes steps to plug the lespheles. In
this way hide snd seek game is going one. Bul in Lhis respecat,
ons should remesber Lthat the Govh. has Lhe supress pover Lo
sey ths lsst vopd. Time hes come whan Lhwm old sokive of
making hugs prefits vill have Lo be peplssed by & ney benign

. mative of serving the sountpy and iis people, vith only reason~
sbles profits. Vvorkers will have Lo ba Lrestsd as pustnars in
sonpanies and not sp negs producars of goods. They should be
sbreast of the social responsibilitiss and the concepl of
teusteeship vhich ape Lhe nost imposrtent lssues of dissussion
for both husinessasn snd suthors of company mensgement., "1f
the aentsl outlook osn be eadjusted in Lthis fashion, busineass
anterperise will be Ainspired by nev kind of ingentivea, the
ingentive of sarvice snd prosoting the genersl ua_mm."‘“

Agsopding to the same suthop “These sre Lwo iaportent
fasts inhorent in the sconocalc situastion which offoprd cogent
soapans Por charishing the hope thabl enterspriss in Lhe peivete
ssetor hes besn considersbly stimulated by the impast of heavy
ﬁmhmul‘ enpanditure underishan by the States This demand
will incresws still further as sore soney s injeated Ante the
sconomic systes, Segondly, svary outlay iln tha public secter
dirsctly gonorates demsnd for goods end services An the private
mm‘n"

Not only that till neow ss publie mhc's gspitsl investasnt

iy

{8 Dss Or pal = Industeial Enteppriss in Indis
end Eﬂ.iq. 'egs Uplant Longmen, Coshey, P-123, '

11, Ibide Dos Ops NeGo Industerial Entagsprise in Indls, P=-176,
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is sany timss sors Lhan that of Lhe privels mselor, publle
sactar vill not only supply gnods, services snd financs, basic
materisls and povep st a Pair price but also it wiil help
accslerate the economic growth of the privats stctos by davelop-
~ ing infrestructure of Lhe businsss, The privats msgtors by
thelr sctivities will prove themselves worthy of haolding an
honourable position in the soclety by pesforaing sn annrtﬁnt
role in the countpy in effecting the ‘sociallst velfore stets.’

As alpeady mentionsd, on and fros the yesr 1285, the
attituds of the Govt. has besn chenging. Gaversl ppevisions
have already been msde 20 that private ssclor san exest Lhele

full snepgy end afficisncy for mrfarmn of desirsd achieve~
sent.

X1)

it forms a easjor psrt of any progeessive business or industry.
IL 1la, therefore, asssentlial that industrlialists snd businesesen
should be femiliap with the subject and Lhat students snd preg~
tionegs of Bualneu and industrisl sansgssent should follow the
doctrinss of rescagsh from the very sarly stage. They should
keop Lthelr aycs snd cers open Loarrlve st s doclalon and Lsks
advantage of iis negsssitles and techniquas in all sspecis of
business sctivities. A considepsble smount of sonsy Ls spent
An industelslly developed countelss for thelir ‘seseaprch end
devalopaant' purposes. 1L is slso avident that one of the
ceuses for Lthe suceess bahindg Japsnsee Corpopstion is the peoper
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spending of the hugs ssoumtl of momey for R. & O. sstivities,
Mp. Paul E. Holden snd sthers in thele book Top mmnsgesent
statas "The mansgement of rescarch snd developseni in toeday's
dynsuls end ohenging seclety hes saptusrsd intacest snd che~
1lenged Lhe ingenuily of Lop senagueent of every sejer sewlege
turing Corporstion.*’2 while deseribing the means for evaluee
ting R, & D, astivities Mp. Stevasd P, Blaks staled vepy
glsarly ¢+ "The operationsl sapest of Rs & D, sobivitly should
bs evaluated in tesns of its perfosmsnce in assting plenning
goods. Adsquagy of the infrasteucturs s detegained by sva~
luating tha facilities and squipaents, tectnicsl support
sapvicos, library services, snd other funclions suppesting

R & O affoet. R & U performonce Lo seasured in tesms of effie
clency snd sffectivensss of the program and by swvelusting the
nanagessnt contpol funation, '3

R & D setivities halp compeniss for propse and sffeclilve
planning which ils the key Lo success. Out in Indis except &
fou laprge peputed companies, sost of the companies do not spend
lny-mt of saney for R.4 D, which is vital for Lhe develop~
ment of sny compsny. GSut st ths time of reviewing the Annusl
Reports of scventy five companisp (1543+84), wve sss provisiens
have besn made Por Ressapch snd Devslopment only in & few come
panies, such as, Mshindes & Mghindes Lisited, Tata leon & Stesl
Co. Ltdey Glaxo Laborstories (Indis) Limited, The Amndhea
Valloy Pover Supply Compsny Limited, The Bagrodes Rayon Corporeéion

-

12, Holdon £, Paul, Pederson A. Cariton snd Gepmens :. Gaytone
Top Mamt.(McGrau Hilf, New York, 1968) P-T8. - y

13, Slake P tevept - vhile avalusting R.D. Activities @
Managing for Responsive desuacch ond Nsvalopment, W.M,
Frosmen snd Coapany, San Franaleco, UsSeAey obis win. 1779,
‘mli
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Ltdsy The Tota Hydeo=Elsatric Fower Supply Cospeny Lisited,
Britanis Industries Lialted, Kirlogkar Gumaing Linitsd, Pelgo~
Elestronics & Elestpicels Lialblsd, Indisn Onygen Limitled, The
Associeted Cesent Companiss Limitad, Jegetjit Cotton Textile
“Mills Limited, Ashok Leyland Lianited Skes All thess aps blg
companian, It is parhaps not pessidbls for ssell Wlu to
spend monay fop Ressarch and Dovelopment vork, The truth ia
roveslod by UNCTAD study of cepital goods ssslor, New Oslhi,
July 17, 1985, which statss that despile considersble strides
nads in develaping ths cepitsl goods ssctor in deweloping
countplies, such as Beazll, Chins, Indis snd the Republic of
Koras, ths pasourae utilised for Reseapch snd Onvelaopment by
Lhe flens are not very substential exgept in ths case of Iadh;"

We welcone the Gavernments’ dealaion (New Delhi, July 11,
1985) for plsk = shering fund for R & 0. Tha Unlon Goverament
has declided in principle to establish & specisl fund Lo finence
resesrch projects on s riskesharing basis with industey. Ols~
cloaing this Mp, RRs Latay, Secretary, tachnical development
Lo the Govepnmont and Digsclop Genapsl of Lteachnicsl development
- (0GTD) told s news confopsncs Lhel, vhile the deteils of the
propossd fund wvers still boing vorked out, his orgonisetion
hed baen sssigned the Lask of Ldantifying Lhe sress of ressarch
which the industry could taks up in forssonable future, He seid
that thars vas no resson why Indis could not bs s vorld=lesder
An Andusiriss llks bi-cycles, twoevheclars and for thet mstler
sven In suges given the requisite "snaslionce” through sessapchlS

e

14, Tha Esonomic Times, Caloutta dated July 18, 1988,
15, ibide Ostad July 18, 1988,
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A significent sletisticas, as published in the Eoenomis
Yimes, Caloutta, by T.C. Visvenathen of the £,7, Resoagsh
Buresu disclossd that Pinencisl sselstenus to indusieial units
undsr the Techniual Dsvelopmeni Fund Sehame (TOFs) aggregeted
to Raeli2 areses during the § yesr peried of 1ST6-TT Lo 1804-88,
The tetal Forsign Exchange pereitied so far under Lhis schewe
ves Re,i0 lekhs por yeap pep unit. Assording to s resenl wodi-
ficalion, made by the Union Gevt, for feareign skchengs allesw~
tiang, under Lha TOFS for sodarnisstion of industey, Lha celling
hes boon ralsed from Ree50 lakha Lo Ras) crere par undb, The
Govi. has slso aodified the scheme to ensble the indusiprles (o
sntesr into fopeign collaborstion for Lhe lapgort of deswings
end designs snd cepitsl goods beyond the ceiling of Ra.! crore.’®

wWe welcoms the inlftiative takon by Lhe Gowt, of the
Resespch snd Development selivities, If Aindividuel Company's
R & D projact is ssaistad by the cantpelly installed TOFS, it
will gostainly glve forth good pesults, no doubk, mpecislly
ragarding standarisetion and quality of ssticles produced by
a fism, Maonsgeawnt of business in gsnepra) end privele segtor
cospmnien in pepticular should teke full adventege of Lhia
schame indtiated by Lhe Govie Lo sehlove Lthe challange of the
chenge of clrcusstances going Lo taks plage.

ltinle Tugeiigr Saard Tors &F VMansgamenk

Of the 15 companies, reviswed by us, (Teble A Cheptep V1)
3L is revesied that 12 companies sre manuged by Two-Tier Boasrd

ATy "y

] Opealbs Colaulta, July 15, 1588,
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Chaving o mlicy bosrd and & multipls sxscutive commitiee),

It anounta Lo 18 par cant of the T8 companies revisved by us,

A clear infspence Lhat can be drawn from it, 18 thet, due to
its propriety, the Tuo~Tier Boasd sysiom of semagement hes boen
gaining laportance Lo the Indian business ssgnetes for its
scientific snd resslteoriontsd approsch. It has aleeady besn
discuased that for the sucgeas of Lthe Two-Tier Board syston of
managament, theee isportant Angesdients sre essentisl, viz, ¢
(a) espresantstion by benk (b) workers' partiaipstion in manage-
aent snd {(¢c) profesalonsliisation of gompany asnagement,

First, ropressntstion of the banks has becoss sspentiel
considering the sagnitude of the probles of alck cospaniss in
Indin, GOenk's pepresentative sen fesl Lhe pulss of finsncisl
reguirements and by supplying the requisitss st Lhe2 initisl
stage Denks can pave ths companias feon financial crisis snd
sickness, Financlal review of Annual Reports (1984-1988) of
25 Companiss, analysed by us, shova Lhat out of 8 totsl employed
capital of Ra.3059 crores (epprox), Rs.1315 (approx.) has been
taken an laoan fron Benks and financial institutions which
asounts to sbout 45 per cont of the totsl smployed in thass
companies. IL indicatos thal banks end Pinmnciel institutions
have gnt the pight to look afier Lthe ssount of money invesiad
in 'l.hc borroving caﬁpenlaa theough 'Mﬂaleut fumber of Lhelr
reprspmntiatives.

News published in Lthe Economic Times, Caloutis, deted
tha 12Lh dey of July, 1988 siatod Lhet thers were 80,000 indus~
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teinl units, finanged by benks, wees sick snd Lhe bankers’ stske
1n them vas Rs.3555 ceores (es in Dscembar, 1983)'7 ap stated
by Mes Anmitabhe Ghosh, Deputly Govh., Resegve Bank of Indla, who
upheld the segnitude of the problem,

In this respeclt, for relovance, snd also for checking
the industerial sicknass, attention may be drawn Lo tha follewing
The Resepve Sank is Laking 8 serlous view of the growing indus=
tyial sickness in tha countey. I is likely to intpoduce an
' sacountabilily concapt® in the benking aystem Atself so that
the landing banks can tske gorpective mwn.s 88 soon as Lhe
synptoma of aslcknoss sfs notised. This was indiceted by Me,
Amitabhas Ghosh, Dspuly Gavepnops of the Resapve Bank, et s deating
with tho Madeas Chasher of Comnsrss and Industey, on the 11Lh July,
1985, M, Ghash sald that it wes the danks which would Plsrst
notice the symplon of solknsss. Undep the sccaumtablility concept,
proposed to be introduged, as soon ap the banks' staff notice
such symptoas In any sccounts, they vould be gequired Lo seport
the matter Lo the aenager, who, in tum, would be sxpscled Lo put
such sgcounts on the caution 1ist snd desist fron Pucther asslstance
to the sccount~holders beyond s cut~off point, pending s scputiny
by higher suthoritions Of the 80,000 Andustelisl units declared
as sick on Degeabsr, 1583, 431 vers largs borrovars vith credit
1iaits of over Rp.! crors. The bankers' stake in Lhe larger units
vas Ra.1,087 crores, He sald Lhatl sickness in industey could bs
srreabed in Liae Lf corrective meamupey vere Laken ot an sarly
stage., Unfortunstely, soms bosrovers teled Lo be smart end hid

- R W

$7e The Economic Times, Calowtte, July 12, 1988,
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tha fast of iliness from the bunkers. If only Ahe bossovers
took Lhe bankepy Into confldence as soon a3 the stcknese v
Aoticed, the banks in thele own inlepssl of sefeguasding Lhele
investasnt in thess units would be only too seady to axtund
rehsbilitative sssistence,*?® | |

In order 40 feel the pulse of indusisial iliness, it is
essential that svery comspsny vhich borpows monsy from the benks
must have ons pepresantative of danka on the board of Lhe borpow~
ing company. Oank can appoini sxpert professionsls for Lhig
pupposa, It can alsc nominate cutalide paptetios sxpoept profe~
saionals with proper facs. e whlcome the proposal of M, Ghosh
which will be aoffactive in sclving sichness of industeiss in
indis,

8.8

Ths Peime Ministar, Mr. Rajib Gandhi, apssking at Ahe
mesting of the newly constitutsd Pianning Cosalssion of which
he is tha Chalpasn, on Fabeusry 8, 1985, In New Delhl states
anong othap important things that the msjor chenges thet hed
socuppred in Lhe fndusteinl pcanerio singe Lthe eid~fiftiss sheuld
properly be taken Into secount. He cbesrves "The industeisl
policy hes been formulted in mish & wey thet it caters for nev
tecinologise end sulentific discavesries so that the countey could
kosp pocs with and benafit from Lhem.: The policy of the plan

e vt - e 2 T

18. Opecits Caloutta July 12, 1885 on Medrss July 11, 18838,
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will alao teks into sccount the pisiag eupsctstions of the
peopla,” Hs opines that "the people expoct fastap snd tangible
sesulia, Pucple vill covaperets wiih us ss long 88 we glve
svidencs of woving fast, and dovsiopment remsing the key fsctes
holding the countey togethar. ue should leok iato cur insteue
asnts and sew whether Lhey are gesred (o sest the besic pequire~
ssnta of asllevisting povarly, providing soclial justice and giving
an iopstus to economic geowth. Wa should dellivap substantial
grovth to the pecpls snd bring sbout necesssry changes An the
adainisteation while selntaining ststbility." The Feise Minister
further states that "ve went ts roadirect our tesinologicsl ser~
vices and informational industriss as An othar asdvanasd countelss.
indio has the gapscity, natupsl weslith snd vast human remources.
We should hapness the same Lo ocur advantiage by letiing cursalves
Go freeing ourssives fron mental blocksde end sslf isposed shece
klas,” He is also ksen thet "» sassive fillip should be glvan Lo
Lthe elescironic industry which will be Lhe teend sstier for the
21t centuey,”!d

in scoopdance vith the objectives of Lhe Tth Five Year Plan,
the Pipst budget 1905«08 is conaldersd 88 innavelive and experi~
sentul. It provides vith seversl packages including sedustion of
corperste Lax and vesith tax, discontinustion of surchergs, offepe
Ang stable flscsl pelisy, refopmation and simplificstion of Len
structure, incressing the level of the lisit of monopoly houses,
obg. sta,

e e il

18, Coapstition Success, Nav Delhiy, Mey 1965 peviev,
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Ag rogords the bleck monsy though the Govt. hss nct yat
spalt oul any definite msasures sithse to curtell Lts grovbh
or uncaplh it snd bring AL Lo apsn, yel Gavt. hop threstended
stepn scamirss snd sxpscts that the rellefs provided in the
dipoct Laxes sal-up will sarve as sdequste inducsment for black
money to be declarsd and texes palde Anothar festure of the
budget is thsk, companiap will now be permitiod to donsts oponly
to political pectics., The contpols end licences see also bemﬁ
iibepalisad, 1f not totally done away withs This, slong with
resducing the bupdsn of incose tax snd surcharge on corporste income,
provides positive attempt to eurtell black money. In the budget
of 13868-87 sleo ssvepsl schones have boen chelked to ghwe suffi-~
ciont inceniives to privsis sectors. 1L hes been clenrly onvimged
thst private mctors have baan given prapondsrence aver public
ssctors. |

The sbova are the mein policies in short, theough plenning
snd ancliliapy budget Lo banish povertly snd to bring sboul equi~
table distribution of weslith in confornity wiith the nstionsl
abjectives of ushering in desosestic soclelise, HNovevep, sceopd~
ing to 1901 cenaus and Lhe peyisy of the progress of sixth plan,
nearly 50 pep cent of our populstion is still below the povesty
L1ine, Ovar 370 aillion aen, woaen snd childesn do not get two
squars oeals a day. |

Peppls sapsct masny things from companies sanagsd sfficlently,
They sxpact good achisvements so Lhet thaler sufferings are allow
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vinsted in shoet time. Private ssctors are required Lo show Lheir
creditadle pepformences as a gesat Lmpertence hes heen stieshed
Lo tham,

We sincarsly bslisve thet sxpectation of Lhe Govi, snd
people would be fulfillsd if nev technolegies sre introduced,
structuse of Lho management is reconstituted in sccordance with
suggssted ultiple Two=Tior Sosed, the effisiency of the compeny
asnageasnt is mads affsctive by saking AL fres fros the presssncs
uf the poweprful economic groupes or femiliaes, esteblishing tpue
prafesaional msnasgsasnt indaspendent of Laking decision, incesasing
the scope of public sccountsbility, intpoducing workesrs/eaployess’
participstion in capital and asnagesent, errsnging propsetlonate
represantation in shapsholding beth by privsts individusl snd
financial institutions, Those sps Lhe presonditlons for sucesss-
ful company-manageaent. The wagey idee of soclal pesponsibliity
of ths business is slso to be developed.

8.6

Discussing the histery of the cospany senagemeni, many
renowned theorists cbserve that, though sest of Lhe sedern giant
Corporationes in the West, started es Fenlly enlerprisss, have
graduslly oulgrovn the linits of family contgol and developed
into carpopations with videly dispsrsed shersholding snd profo=
ssional ssnasgenment. As 2 rosult of weparation of ownesship snd
sanagemant, and cwnseship and contpol, AL lesds core snd mogs Lo
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the concentration of pover in the hands of Lhe corpersts sansgers.
This is known an sensgorislisn, Many asinent. suthors Ancluding
AsAs Baple, G,C, Means, P, Seprgent Flapengs, £.A, Gopdon, Geaprge
Goyder, Dshpendoef Ancluding Karl Merx sps of the opinion that

a nev clase of non-propertisd sonagers have ssepged replacing the
owner asnagers and are® owing Ltheipe position to thwipy sansgepisl
sbility rather Lhan propority ownepshidp. Thalr diffepent soclal
backgrounds, tralnings end expesloncas assks then Chink end st
diffepantly fron the ownep-sansgers or sapitslists in the tradi~
tional sense,

Undar this ystso of manzsgerialien privata sastor has to
overcone ita Leaditionsl view. It has to laporve iis corporsis
fmege., 1t hes Lo rely on professionsl asnagesrs, replscing the
conteol of famlly seabers by s conteol throwgh a systam. With
this systen, sociasl responsibiliiy snd more escantly, innovated
fdea of Leusteaship have emepged. The Ldealagy is tiwt compeny
will not only distribute ita profit fopr the socisty but elmo Lreat
the compenies es 8 foree for socisl changs tovesds the devalop=-
ment of the countey. Fopr pepforsing soclel responsiblilitiss,
the principle of socisl sudit hss boen presceibed by Goyder., In
order to perfopm sccisl responsibilities, privets businesseen
sust lapcove thaler pasfosmances and imege and lesve tLheiy
ostenaible style of living, They should deviap the ssb of sdept~
ing theassives to the changing savironment. Though in pecent
yescs, Lhia swereness is svideni in advanced countries, regarding
social responsibilities in Indls it is witerly neglocted. In this
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respact, it 1 vosthquoting hees the following unu_n aarporete
monagers sre fasing the challengs

*It vill be thelr tosk Lo convines sociely that Lthey are
not » bend of socially Lrresponsible selfessskess dut Lthey heve
sn impogrtent role to pley in the countey’s sconomic development
and social peconsteuction ap the sinisters and clvil servanis
and utat' they are anxious to play this pols and becoae pertners
in this endsavour. It is intapasiing Lo note thet the mave Lowsprda
social responalbility, slong with ths vepious slher conceptusl
developmants in the thinking of Corperstions in the vesl, bring
corporste assnsgement vepy close to Mshatme Candhi's philosaphy
of twnuaiﬂpo'm

Reslly future develapments of the company mansgement will
depend on upholding the congept of Lrusteeship as enunaistad by
Mashatus Gandhi by the effsclive Bosrd of Olrectors psudily ssseunt~
able to the public ss Lo the shareholders for thelr docisions and
sations. Out in Indis it is long wey tc go toverds senagerisliss
with social responsibllity snd teustewship Ldsas. Though casrgence
of AL is visible in some csses, opinion of an oainent suthor i
suaned up as follows ¢ "The percsptibla resistance to change in
Indian Indusiey hapdly ssquires slaborsate proof. Absorption of
Lths nav into Lhe fold of the ald has clouded aeny furthes develep~
asnts, Delibepats sido~tracking svd soft pedaliing of the clwages
have sbunted 'envth. To cep thest all, even sdapiation Lo change

20, é‘u,x. 'H-hu- ‘: mgt of ?mltnd\lp

! o
ot oA B t g Mt Loyl (I
« Vs Ostober, 1988, ’
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has basn helf~haarted, neking the transition Lo a new produciive
opder incomplete. The snargance of a asnsgerial class hes
become a mignomer in gonditlions in which industey snd Aia assnege-
ment heys never reslly besoss free from 'ownesship wotivetion,'
Even the so eulled public entesprliess hove nol besn fres from
this force. Without scientific objective mensgeneni, the
emargenas of the nanagerisl class bescomes pelhuy perverms.
Mansgars thessslves bscomes aagnified clarks, perforaing ss post
office, a contes of relay, vho can sisborsts the arders and
declsions rocsived Prom the Lop for cosmmication dewn belaw,
but cen not changs them, nop aan Lhey pess sush ordeps os thely
swn, A closs look st the senagement precilces in Indian highory
vould unfbld the existence of sisliler menegessnt condifiions sven
in asny lerge antarprissss In the gircunstances smergencs of
asnagerisl class begomes uncertaine. The uncarisinily san not
b pemoved till sanagerisl clase ss such is distinguisied fren
the entreprensuss by virtue of Lits responsidlility to run the
entorprises ss agalinst tha ssisblishesnt of sush ontssprises by
tntupmt."z'

In Indis At has bacome urgently nacessery for Lha sompany
asnageusnt to cose ocut from faaily bendage ssrving thele intessst,
The Boapd of Dirsctors is Lo bs gliven propsp sutharity to sun the
qougatry 0 thet thay cen tske independent decisions., Theke
attituds snd ocutlock sra Lo be changad. Thuss objestives san be

2%, Chettopaghysys P. "Mansgesisl Revolution in Indis @
s conaeni on its chares n? context,” Pest ~ I,
Indian Mansgement, May=June, 1968,
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schioved only Af the Doard i sonstitutsd with professlonsl
papsonnels heving madern outlook, pstrictic sentelily and
calibre of sdjustmesisn, beld snough to entestain technelegicel
development. They sheuld bde sfficlienk, honest, inltistive and
soaielly responsible,

Be8

Along with Lhe legel pravisions for seconstgyusting the
Bosrd of Olrectors, the wide gap that has seisen in the chenged
development of the structuge of the Corpopstion belvesn conteel
and ownspship in ons hand, owsership snd asnageasnt on Lhe other
has to be filled in (Pepagraph 5.3 of Lhe Aspapt of the Sacher
Comnitise, 1978), Conssguently, ss a sorrostive assmire; Lhe
comaltise suggested that “ths lav sust ses to it thet the gep
betwaen the sharsholders, who are ths ewnars, and the diroslors,
who age in contpol of Lhe destiny of the company, doss mat
becons so wide as Lo ondengne Lhe intopest of tha shassholders.”
Having seld this, howsver, the commiiise has slso correstly
recognised the fact that tha size of medesn companies requires
8 professional approssh to Lhelir mansgessnt thesaby consseding
the nesd Por ensrciss of povers by the direstors unfetiered

by dsy Lo dsy aontpol from shureholders whe in the coasitiee’s
opinion, sust greduslly bs content teo sst es investors sether
then as persons An contgol.

But we have yst Lo ass in Indis Lthe develspaent of compe~
nies of much largs size Lhet shepsholders' demserscy is s nsiles
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of fast rether Lhan of judiclal thesey. Under tMie clzeumer
tances fopmatien of sharsholders’ Associstion Ls nessamrey e
visld influsnas over the conpany’s sffairs theough selleciive
sstion based not only on a grouping of intaposts but almo on

the ability to securs profossionsl ssevice snd sdvise. Secondly,
we fully support the coositiess' suggestion of gresies degres

of profagsionalisation of msnagessnt which includens professions-
i1isation of directors snd effagtive and ssaningful pasticipstion
of sharsholders vill alniaise Lthe wids gap betwesn company and

nghaganent,

All the above flows will be pemoved by Lhe hespd if AL
is constituted of the repressnisiives of diffepent ssguents of
Lha accleblas: The mambegahlp on the board sust not bs on Lhe
basis of faaily-status snd bachground representiing s group/graups
of familiss/individual fanily, 1L should be an Lthe basls of
professionsl quelificetion, sbility end expspiencs. Once the
bosrd cones out of faslly~bondsge and prove Lo start independant
on Laking ovn decisions, athse cequirenonts of sffectivennss
v1ll sutomsticelly follav. In this psspuet the teuth cevesled
by femous author, Harold Koontz is werthesntioning »

"The asin essential is Lhat Lthose who conteol the compeny
sust vant Lo have such & hoard. Even Lhaugh, it asy take time,
perticulasly LIf s board hss fesllien intuv slovenly, irresponsible
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ineffectusl veys, 1t oan be dona, And in & surprising
nusbop of instanses, ths chengs over has come sore repldly
then had bean thought possible. Opdinasily, there is Lslent
on asyen an inaffectusl board. I1f shallenged by doing vhet &
board should, this talent is often pise pather Shen quickly to
the opportunitiss for contribution thus provided. In addillon,
when it is understood Lhot what & board should do it, it becomes
claar vhat kind of directors are nusdod an boagd vatancles

ocm:."az

We fepvently believe Lhat Multipls Two<Tispe Sosed will
be abla to cure sll anslsdliss fron vhich compeniss ars suffering
st present, AR least, it vill sble to ainisiss Lhe problems
and nmake the top managsment more effschive, innovslive, sensible
snd rasponsive,

We are to romonbag that the najor develapments Limt took
plece in coupsny amansgement in Indis after 1970 were the ovape
Ancreesing parcentages of sharsholding in Lhe privates sector
companies by public financlal institutions, and the privets
sector's Lncraesing rellance on the institutions for Losm flasnce)
and the aignificant end growing presenue of » Llarge nuabese of
JOoknt sectar compsnies in verious parts of Lhe counbey,

We have alpeady mentionad Lhat the jJoini sestors sovesent
ie 8 step to sersh marat the Multipls Two-Tier Bospd. In

- - ——

22 Kgontz Hapold, Sasrd of Cireglors and Effeglive Management
M i 1t | Bl ey < 2 AR iy .
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this Boapd, the beat lassons leagsnt from the sucesssful coapany
mensgement in different parts of the World cen be incorporated.
As for sxample, the concapt of Two=~Tiep Board of Vest Gormshy
with tha conssguent result of vorkers' psrticipstion in company
monagement and involving benk's rapressentative in the Boacd of
the compsny vho takes loasn from the benk or bank's pepressnte~
tion as suthorised by smsll shapeholders; the profensionsiise~
tion snd managerisliam of the U,5.A., Two~Part Soaprd systes of
Europesn Countries, proportionsie representistion systien of Lhe
U+SeA, and Canads, vhole-1ifs smployment and sschanimm thpough
which desipsble rslationship sstablishad batwesn Govi., and
Companiss of Japan, socisllist style of managament of tha U.5.5.R.
snd Chinsg can be introduced, at lsast, to s substentisl extent
for making the company mansgement of our countey mors effactive.
At the game time, the changes and developmants that hsve taken
plsce pender opportunity to intpoduce this systen., This systenm
of msnagansnt aay bs spplicable to both the public and privals
sectors vith profil,

8.10

We ara of the opinion thst logiec of Multiple Tiu-Tlur
Board 1s right, the talent is there and the 1logal snd adainip~
troblve requirements aleo justify its introduction. The present
day dsveslopment of compeny management in Indie hus provided ssope
for its formation, wWe should have noble vision snd coursas to
Lske action on Lt, This system remaining within ths pugsview of
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our plous consbitutions will enables the pesopls, sngaged in top
company mensgemant, to furthes thely popmonal and caress Antep~
sste in o dignified senner nakiag full sdjustasnt with Lhe
Antapent of the countey. This aystes may be pegueded ss the
‘worksble peinciple snd prastices’ theough which interost of
8ll vill be sspved resulbting development of Lhe whale nslion.
Tha outstanding featupes of ladian sconumy over Lhe last forty
ysars rolating to the conpony monagement is thel Lhere has been
auch sxpansion in public seclor on Lthe one hand and & Light
systen of auliifsrious direot controls on private seclors on
the other hand, Contpols have buen lnevitsble for sconomic
co=opdinotion and planning and prevention of alassnagenent snd
abuss of power by the companias. The sesponaibility liss with
the board that felils to gheck Lhe sxeautives. There has been
also widespread public complaints againat the coapany asnsgement,
This necessitates the Govarnaent Lo intepfers with the internal
sanagensnt of Lhe companiss.

It the company boards were sops indepandent snd villlant,
thegse would have been less nsad for the dirsct Government inter~
ference with menagerial settegs. In Lhe Multiple Two=Tise Boasrd
system mansgement, Lhe Follicy Bosrd vill enjoy Lpue independencs.
It will have full control over \he exssutlves.

We slsoc reconmsnd thot both Cantsal snd State Govesnmants
should take initiastive in foraing s large nuasbop of companies
on joint sector basis and intpoduce iwltipls Two=Tiesr Dosrd for
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asnagsment of thoss companiese Thase vill be models. Meny
businessmen will follow the idesis of thase companies. Some
shagus of the public sector compsniss may be imsued Lo ihe
privats businesssen and Aintproduse Multiple Twe=Ther Boaed
systen of managemsnt in opder Lo bping aboubl sfficlency; ste~
bility end visbility specially of Lhoss compeniss which ape
running st & lose.

Inspite of oupr best offoris Lhers might be some serors
and duplication of Ldsas of some minor inconsistenclies in
diffsrent chapters, ve have msde an honast siteapt to pressnt
most sffective and worksble foruat of the structure of 'Coapeny-
Mensgesent' An Indla. But no farsat cen be Leostad as stendard
and Adenl fopr all time end for all Lhe companiss, big or wsll,
Cue proposed format of Lhe so0 cslled sanagosent pattarn is eestly
spplicable in big companiss spacially for thoes under peivets
sector. That doos not mesn that such Lype of formet, 83 suggese
ted 1s not at all applicadls in case of mmall companies o
conpanies under public sactor. The Multiple Teo-Tisp Soard
systen ie equelly applicable for big or ssell companles of ‘bath
undar public ar privats secltors. But the formal asy be conye~
nlently used in big conpsniaa under private sector for mope Lthan
one reason naprated drliefly in difforent chaplers,

Howayep, the indepth study of Compeny Mansgeaent starting
fron ils historieal aspest, constitublionsl offech, diffesrmnt
selevent legislationa, eniasting pattern of nsnagement in diffagent
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devsloping counteiss and Lhe prsvalling petieen of ssnsgenent
of a numbar of jJoint stock companian in India will help futuss
rossarchers to work on diffepent sspests of company ferm of
business in Indis,
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JRAEVE No > | REFERVE & £F 5 .
From s Ppof, Seral Keishns Dutla,
t=A, Res Chandra Das Row,
Calcutts~100 013,

Phons 3 24-2881
Dated Sth of Februapy, 1988,

nd7 .

To
The Sacretary,

Sir,

I take the prlvilu?e of informing you that I have baesn
unds:going research vork in the ares of company managemesnt for
sonatime,.

As 1 am sure that you will appreciate my stand shout ths
role of corporsts sector in the sllpound growth of our nationsl
econamy, 1 may be allowad to psquest you for any kind of help in
this regard.

With the undepstanding that you ars no legs sn scademiclian
than an atademic in the ocutvard sense I request you to kindly send
your Company's Audited Annual Reports for precesding tvo years
and the attsched proforma duly filled in at your sarlisst conve~-
nience to help me of my research work.

Your active co-gperation in my rescarch vork is highly
sollicitad,.

Univessity of North Bengal Yours falthfully,

Ref No.168/Ph.0/Con/ST258/RB4
dated 8.9.84.,

(Prof. Saral Keishmna Dutta)

'y di Com M ¢ M-Ao. M.Caﬂ-.LL.B.Adv.
ngaan psny Managsmsnt- Lectuser, N
s Narasinha Dutte
éﬁi;i’éif'ﬁfﬁf S:ﬁdgf°'”°“ Collegs, Commeprce Dspt.
Hesd of the Daptt. of Com, Howrah.

N. B8, Universl Ye
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om{nq tha company ~

E. Subsoribed capital of the sompeny -
(s) Subseribed by thae Publie Ree esrsssssese
(b) Subsuribed by Contrel/Stols Govke REe cevecsrcscae

(g) Finenclal mmmums shayehol ding/
Subsarided capital »

Fo vhothey take mr bid csemrred ting . ;
' to change the menagement ves [ TMo [T

Ge Whether belong Lo any group ?n{_'_?ﬂoﬁ 7

I1f Yes nane of Lhe Gpoup

Oatad @ 84 :
Sesl ﬂmum.



No«
te

e

3

4

Se

Te

Qe

10.

1.

Balask Siklinaeashy
Nene of the Namo of the
Authors Beoks

MWH.W Sochsl

w.lhrmd A N%ho W

Apyaiy, VP, »

;ndnu. Kannath,
L J

Arganti John

Afanagy~ev 4¥.Ge

Bernans, 1.C.
and others

Senton, Lavi
(Editas)

Beprg lvan
Fresduan Mopsia
Fosduan Michael

Buehels, Rabegt
Be

Bull, G(ad)

Bamu, S.K.

Conpany Olirectors,

154

Publicabion Edng &
yeepr

o ]

Resten Publishing 104h,

3“76 2:‘6;{. 190,

Mensgenent Publi~ 1985
astion, Caloutis. *

Sosed of A Hepvesd Busle Repeint
Dirastors - nons Roviow. :
T8,
Cagpogets Pl Geopgs Allen &  1989,2nd
A precticsl Gulds Unwin Lid.London M
The Sal&utlga Pl'im-g‘ Publi~ 18T,
Societly ' *
Company Upganiza~= Allin and 1870,
tion = the theory Upwin,lendon
snd pragtice.
Menagament ey Me.Crauitills 1978
future Sook Cempeny, ’
New Yepk.

Managers snd Work HMeosllillien 1o9Lh
Refoss A limited  Publishing Co.  1871s
Engagenmt New York.
The asnageasnt Mg Geew Hills T84h, 1877
business snd mue Naw York ’ *
spganisation,
The mmm- Mg Graw Hill 1911
hand boo London

18808,

Srst ! mspac{ Ly wL{id Froes

c-lwtu.


http://4iii.il

1 N a 3 ' 8
$12, Ballantine On Corporetion Cal & Co 1948,
* Heney Wintheop " it & Cae *
13, Blake P, Stewaprt i m Aupe WM, Fawe th
o LdnEe
, m mx-m San Fpangisse
14, Gpogh E.F.l, Managing F Pub= 1t
' e Mlul‘ :Im of i} on Lbtd.for 19'15-
sction \owspds Lhe 8pitish
cﬂ'uun sanage= Inshi t"
MCm:u London, ’
18. Blagden John Menagenant Inf MePyl. 1880
sstion Mtﬂnz: v huum ¢
16, Sams Ppehald Public Alllsd Publi~ ist,
Kumag Enkerprises. shesrs Pyb.lLtd, 19682,
Nevy Oslihi,
17 Seple AA,, The Modepn Cappors~ New Yoph, UBA 1968,
Maana GoCo tion snd Prive
proporty.
168. Ahandler Alfred, The Visibls Hends Hepverd 1377,
De Jdes The lanagerisl Universitly.
Revolublien in
" Amerios Susiness,
19, Covenlpy Many t Made wWillise Heinp~ h
‘ willism ; W aan Lid. London 180%.,
Revisnd by
HSaprher, John L,
20« Chakgpsborly 5.K Board of Dirschers ALl Indis Ik,
Editors | T in Indie thele | went Assseletisn 1863,
| sistics & dynsmies Nev Oelhd,
21¢ Chaovdhaey, Op. Indis Osvaloping An E}) Nstion 1970
Kenale, a;d ReSe  Solbspe Menagors Cal . ’
Yane ja.
22, Deal Josl Mansgement. Eocono~  Frenies Hall of 1972
aigs. Indie Pyik, Ltd,
23¢ Opucker Patep F The Changing Wepld New Y 1982
* * of the Chscutive © Times Sooks



156

R et . s B S i A= O A S D S P i A S A SR AP
1 2 3 4 s
Opuckes Pates F satise of ‘Willies Heinemenn 1987,
e | Lee Fe ::uwt Lidsy Londons
28, Orucker Feler Fo The Effective Heinomenn, Londen 1987,
e Exscullive
8+ Dpusker Patar F Man, in Helnsmanagiondon Igh
a8 o etar e erbalent Tises ’ 1960,
27. Davery, ReSe Digectord’ asive 1987
28, Datts, C.Ry, Ostia on Coapeny Eul.un Lav House, 3587,
Oleactors, Caloutts.
29¢ Das N sl Industeisl Oriont Lon s and
» flsbagop Entaroetae Sembeye T (988,
in MC&
30, Os ta Aand  Govepnmant and Allied Book st
So;?:a:ta NasKe Business, Agengy, Caleutits. ‘915*
31+ Onsgupts A. indian Business & Unleepsity of 19713,
‘ Masnagesant . Bllﬁ.lo d
a2, Ellon, Seauel Aspects of Pergenon FPress, ist
’ ‘ Manageawnt Onfopd 1!15-
33, Fulnor, Radept M The Nev Managemsent Meomillen end
y Nev Yopk ’Iﬂa
34. Fouap, Mostimop, Hundbook for Cor~ Ppmniice Hell, 1985
porsis Dirscotoss, Nev Yerk.
38+ Franks, John A, The Compsny Dipsc~ Pulel ) shing 1913,
‘ ' tag and UI: Loavy m: London, |
38, Guilitk, JoM. Aanking & Spices’s HFL Lid.,london.  12%h
* Yo e Cospany Lew i " 198
37, Goldsbon Eli, New Amaricen Busi~» The MitL Pregs ande’
’ Morton C, Hnrlm-t. nass Copporation Massschumits mz'.

Ryland s Ne
Eottad, T T



38, Gupts Loty

19 Govbe of tﬂﬂi‘

40, Goydst Ceaege
41, Gadlbeadthy
* Joha Kumolh.
A2 ghoshy KelMs
43, Gowery Lo eBe
444 Goydets Ge
. e &
Elm Ee
48 Hague L3 1%

48

47, Hyman Stanley

48 “'mt ReKe

49, Honoue TFe &
Mmlﬂq.a.ﬂ.

50, Hadley tleaner Mo

5‘. aﬂ“ L.A.

3

c.»{oufh Manags™
mont & mmt:blnty

Toverds o JolR
Sactors

Constitution of Indls

™he Future of Priveta
Entecpring,

Aparicon Capitallisn
The Indian Co.lL0%
Modarn Company L8V
The fagponaible Coe
Man after voek

Menageriel Egonosics

an latpoduction to
Menagosent Conml>

Asti=Teust in Jepen

Tha Contgol of lndus~
tey An Indiese

AD7

i-‘hc Maceiilsn Co -.1
T ndie Ltds -

Gavb, of Indla 1960
Publiestion, Nev
_mlhh
Baskl Blegkwvisll 1984
O
Nay Amsgican 1962
Libpsey
Eastopn Lav Houss 10Lh
Pyt Lbde Caloutla 1956.
Gleven & Sons, 1983
Ltdey London
Baslild Blackwell, 18970
Onfords

- s Publi» 1978
shaps, (10800
Longeen Group 1971

Lide, Londone

willies Helnsmain Iebs

Ltd, London. 1981

Asla Publishing 1967,

House, Sonbaye

Geon Helw Inke
1882

Peincston Univer- 1918
sity Preas.

voge & COs
. b
Y e

Fubli=1965

[ ] »



aent Prograsnsss

158

_ .
Jupane Joit and Tlu Corporate mun Henageaani
8 uuﬁ: JoKe  Oiroster, ~ Associabion Nev Yark
sonizHoreld, The Board of Girese MaGraweiil] New Yerk 1967
53 Be * Lors snd Effestive
Menasganeni,
84, Yulhkarniy GoR, Stats Seolor and State Eutugﬂal. 1982 .
& Rangarsian,C. the Indian Economy Vol. §, Neel,
568, Kotherl,Editod Kotheei's Econemic MoGesweHill, New 1987
and Industrial York,
Gulde of Indle
1982083,
38, Lanin V,1, The lasudiste Lesks Vomey 1968
af the Soviet Govi,
Callective work,
; 8Te lonin V.1, sperisiim=The Forsign L sth
.: chut Stage of Proes, 19718
Capitalion 7
- 5By Lawy A8 PFeiveis Cotma:im and !Eo 1950
. * e and thels ceatly Plul. tad, oen
| + 188, Likapk,ReCo New Patiegn of mcnu-nm.;cu 1861
’ Menasgesent. Yogk, N
60U+ Laxmi Napalen Fpingiples snd +» Chond & Cospan 1960,
) - " hractioe of Publie DeINL. v
Enmpﬂu Managee
mant *
8%« Loknathan, PS5, Industeial - Geoy Allen & Unwis 1938
i ssbion In 1 Ny m. ¢
82+ Mohled, Roberl Strusturs, Pem Home vood, New Yok, 1878
wniter & resulhy How Lo
organies your Coe
for oplimum pepffope
asnee
83+ Mecsghsy The Exscutive 8 Pitaan
* Micteel 8 Challenge Ston 1982
changs and ambiguitly
84, Mapkwell, 0.5 Opganisstion of Gowap, LoRden
‘ amn'r.fw.‘ Mgu:nl Bevslep ' 1969



1 K

159

3 | 4 s

88, Melvin Aushmn

86, Yshanly tpeje~
. "J
o, Macs Aoger

88 Madan 0O.P,
Khacsheds

58+ NikoloysesA,

0. Mational Coun~
sil of Applied
Ecmlu_

1. Nelgon Oskse
Tivis (ai'l)

72, Neder Aelph

13, Nool Erenten

1‘.;“"‘. RuK,

18, Orp, Devid,

168.: FPrakash, Ox,

T« Pradhan BeBay

gl:zuu!l ucul!y mu-n. New Yerk 18
r8IDON

tion the 192~
Paul Garpst anru

1 system The Hacailien & ist
Control & Comnpany of Indie m&
Lidey .

. Publishing 1
e ot e ers T (2,
Agcouniensy Age
Manageaent of Corpope~ ann n Cnm!- la‘
tion, tian
RaDSomdsl  Pregress nauma 1976
AReproduction Mostiow .

The Managing Ageng) Asia Publishing 1988
&ygm L Y House, Bonbay. )

The Goat of Folsp Helnanenn, Landon 19%,
Drucker on Manegenent

Corporats Power in Magk J Crogamen 1873

Anerice Publisheesyey Yapk,
Intpoduciion Lo th- Chattegod Windus, 19718
theoey nd Peuc Landan,
of .
in  Ressageh sy Siatis= 1987
lndu ?’zw tics Divisian, ’
scts) Min r of I:m
& In s Govepne
sont of nﬂu

Eaployes nomnuu- Herverd Business 19717
tion and Covspepatlion, gﬂ‘lﬂ; Januagy- )

The Theopy wd vopke Opisnt Lengeen, 1114 I8

ing of S\ Cappnin. New Delhl.
Aublic Erderpriae @ Public Cotaspeie 1982
An Iutmuvr of Yol. 1 Nou2; ’

Pollsye



460

1 | 4 3 o 4 | 8
adhan, 8 _ Boagd snd Finsneial GSusinuss Sebk 1978
T8, P ¢ Mﬁ. Londen, b
L will Lhe Cap tion mm mam
el G g Ml I
Virginie,
at K. Industeiailsestion in Oxfoed uumdty 1918
89+ Rare Rel Grev snd Confiist Press, Dsihi
*n ;um sscteop
81. Ranalys mdﬂ Cempanlicy NOGDUE. Canpany 198S
2+ Rasanadhen,¥,.V,, The Conitrol of Publis Asla Publishing 1964
. et Ealuuln in Indla. Honsam, Moy.
83 Ry Grg-ul y Canpnnz‘::.r l 1900,
84, Ray Arsbinds, Ths indian e n Sene 8y sbave, ) ;7]
tasrch of & style,
68, Rnad, A The Cespany mw Yaprder, Lendon 1978
* ' Mis Muma. Povers ’ ’
and Dublies,
a8 M, Looture pany Ley HoN, Tp 17th
« Sheh 5, s on Compeny m: imm i
87, Shipokay G.K, Industrisiisastion of F’rmu Adli» 1973
- Indine shern, “weosev,
88, Shykls MCo & Peinciples of Cespany S«Chpnd & Co. Ltds TOh
Gul shen Lav, Naw Oalhd, 1983,
8%8s Solosen Exps The m of Pinsnuisl Colusbla Universilty
| nghs Ppens, New Yepk, 1983,
Wy Stelin I,V c of Forsign Languages list
) e Far ey R ot Prossy Poringe” | 1875
9%, Sengupte, N.K, Chenging Pelisgn of Vikss Publishing 2nd
| * Carpgngom. Houss Pyb, LLd. 1583,
New Delhi,
82+ Stolysreniks The peyehels Progress Publisheps
L 3 Moacow, ;g0

collsativities,



161

1 T2 , 3 | 4 s
+ Sengupla, N.K., Cagposats mwt uuu Daihd, 1974
in ladin,
B84, Thomus T w 8 business Amu Mlhhnr
’ ) “2a Pyte Lide Nav Dolhl, 131

Upsdhyays, R.8, Soclal anm 1Ay Steeling Publisher 1976
) R R of Busl mﬁm.ug. New Onlhi,

M m
S8, Vaprs Austey The Eoonomis aunlw- Orlent Longeen 1887
asnt. of Iﬁa.’
97. Valkovs, T & Susplus Velue Perogress Publishers 1908
* vm,'t. ® Mo ssov.
98, Wpen, Dantal A, The svolubion of Nev Yok Willys end.
. nsnsgeasnt Lhough New Yapk, 1979
88, Yefimers, A. Soviet Industey Png_nn Publishers %aa
[ ]
100y Yoshing, M.Ye, Jupan's Managerinl  The MIT Prass, 19680
. o Systen, Hnmmu. *

Report of the Adwinistesiive Refosms Comeission on Public Sectos
undaptakings, Governaant of Indis, New Delhi, 1887,

Report of Lhe Industriel Lisonsing Pollicy Inguiry Cesmiline (Owil
Commities) HMaln Report, Nev Delhi, 1889,

Report of High=FPowered Expart Coaslitse (Sscher Cowmitise) New Delhd,
1978,
Ru:part of the lndien Industeisl Coomission, Govi, of Indle, 196168,



4162

Raport of the Indisn Tepiff Bosrd (The Cetlon Textlle Indbsiey
Volums 11) Govesnment of India, 1932 & 16,

Anmiasl Reports of the Industyisl Finance Corporetien of ladla end
Various Stets Finsnclal Cospocetions,

Annusl Rapoets of Lhe Registrers of Jolnt~Elock Conpanies,
Jombey, Yadran snd Calcutis,

Annusl Repopts on the working of Capllsl lssves Cantpal, Jamed
by the GCoveenasnt of Indis, Ministey of Finanas (Depariaent of
Coapany Lew Adainisteation),

Report of the Company Law Coamittoe, 1982,

Roport of the Joint Select Comsities on the Indian Companies
B411, 1985,

Laft Front Governmsent in Wast Ssngal, nine yeasrs (Chepier
Industey) Olrector of Informstion, GCoveenmant of Wesht Bengel,1586,

Monthly Sullating of the Ressprys Bank of Indla.

Hemopandun of the Dombay Shersholders’ Assscliastion on the
Indian Companins Agt (Assndment) 811}, 1838,

The Ceonomla Timss, Celcutbe.
The Statommen, Calcutte.
The Yelsgraph, Cslcutte.
Economic & Political waskly, Nev Delhi,

ogsv 90nis

VIMVIEY PR
siv1 BARBLEVIPED



463

EIAE NEWS of the Institute of cesl and verks sssountenis of
Indin, Csloutla,

‘ranugament' publishod by the Adeinistretive Staff Collegs of
lndla, Hyderebad.

Purchaoss, Boabay.

Coﬁpeuum Suyccens, Now Delhl.

Busineas Stendard, Calcutla,

Tha Management Ageountent, 1.C.W.A., Calcuttia,
Chartercd Secrstary, Institule of Cospany Searstaries of lndle,
Nev Dalhi, |

Chagterad Accountent, Institutes of Chertorsd Accounis of Indle,
New Osih},

HSusiness World, Bosbay.



	001_Title
	002_Preface
	003_Acknoledgement
	004_Contents
	005_Chapter-1
	006_Chapter-2
	007_Chapter-3
	008_Chapter-4
	009_Chapter-5
	010_Chapter-6
	011_Chapter-7
	012_Chapter-8
	013_Annexure-1

