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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 'socisl Justice' can net be brought al o time. We ere Lo
awks cholcs which one is to be resiissd first ~ 'sociel justice’
or growkh af economy, Acsording Lo tham, grovih of economy
aust be gtm peiority Lo sociel Justies, Without the geewklh
of weslih, distribution ssongst the masses 1.9, bBeinging sosisl
Justice will nean only distribution of baggary. They segue
Lthal our osonemy s lacking in conperison with obther industeliel
developed counteies hecsuse we heve been golng far o long Lime
t0 8 wpong disselion l.8.4 giving priseitiss Lo bodh 'growth’
and ‘soclal Justice' st s Lima. Seclsl Justice con well but
the grovth of sconoey can nal be deferred.

But in s sountey llke oups ve san net deny the peaple
the longesharished sscial Justics. what is the utility of the
growth of thw nastionsl incoms if Ltha poogs nesses do net get »
sqiuars sssl & dey? Fovepty sust be sbollshed. Provisions sust
bs sade within the frasewark of our constitution te find aut
ways and semns Lo ssalliorsts m paing of Lhe peapla.

Corporate lsgislistion and sensgement of corporste seclos
Ampart the grestest influencs on Lhe economy of s countey.
Thapefore, parsons vho gonteol the asnagement ape expestod to
perfusn thely duliss snd seasponsibilities by vhich the intepest
nfthaMangmum. The asnogesent bedy of ih:
Compeny hes undoubtadly Lo laoek after Lhe intagest of the
Company butl st the seus Lime it sust nol forgel thet the law
humnd the bedy e s stabutery Lnsteusent for sorving
the public intarssde. This As vitaslly impertient, |



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). | |



Besldes, the companies reglstersd uader Lhs Compuniss Ast,
1956, there ars branches af fopeign companies ess dofined undar
section 391 of the Compenies Act, 1936 operating in indis. Thepe
Companies vhich staood st 551 in 1956«87 showad a gradusl decline
vith coming into force of the Forelgn Exchangs Regulstion Act,
1973 and at the snd of 1363-84 stood et 326,°

Agcarding Lo the Sscher Coamitlas seport, as March 31,
1377, there vere over 53,04 lakhs of people eaployad by the aen~
Govepnnsnt Companies in “rivats Sector. Inveatment of flve
finsncial institutions in totel pald-up capital of 3338 Companies
vith » paid~up capitel of Rs.! craros or msore, comes Lo » little
sbove 18 par cest of ths psld up ccpltal.a

On that date number of Compenies in FPrivate 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
than double l.e, litiie ovor 104,15 per cant and rate of pald-up
capitsl slso rose LitLlis aver 100 per cont. Thors is ovepy
poasibllity thal nusber of varkers also incrsasad in the same
praportion. These s aleo likelihood of tho'fact that the
Govarnmanis shareholding/losn in tha Frivate Sagtor Coapanies

hsd incrassad st a higher rabe,

Ours in Lhe apra of Corporatian. At prsasnt, large seale

business sesans businsss organisad a3 8 Company fara. Agcording

Wl e sk g A Ny -t - i ol

1. The Econcalc Timss, Calcutta, April 17, 1988,

2. Report af the meh-f-'nuué capert Commitise on Comspaniss &
HATP Actsy Auguet 13784 under Lhe Chaleasaship of Justice
Rajindar Sachaep, Fara fa.a. PeSBe
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to justice Asjinder Taches, "Privats Zorporsts Ssetor's centrie
butlen 1s 10 Lo 12 psr cent of the total investaent in the
countey while 40 per cent of the Anvestaent in the country i
in public sucior snd mearly 50 pes cent of the invastawai ves
ia tha household, sasll end cotlege ucctor.”s it is evident
thot total Carporste Sector's investmsnt is (Fublic Sester
togsther with irivats Segtor) about GU-G2 per cent of the
Ltotal national investment, Not only Lhat, Corporste Sectiop
supplies infrastructuce rav satsrlials, crsetes and balpe Lo
expand demshd of Lhe produets of Lthe housshold, smell snd
coliags Seclars Company Manageseni is expacted Lo provide

mare smployment wvhich our country bedly needs.

&)

Companies snd Lthelr nature of managemsent is imparisnt
from the point of view of Lax~callsction by ths Govepnment,
The Unlen budgst for 130586 has pleced the yleld fres
Carporates Tex .t_ﬂu.a.oss crores ss agalinst Rs.2,024 grores
An 1984-85 (eavised estimates), shoving e rise of 8,2 per
cont, Oestveen 1983-84 and 198495, Lths yleld Prom Corporats
Tax has increesed by 13.3 psr cent,

Ouring the five=year peried of Lhe sixth plan, the
corperstion tax=ylield has rissn by more than 115 per cent
from 8.1 ,311 crora;_ln 1880-81 to Re.2,824 crores in
1504-85,

de cachef Re lngsr. Judge, Dalhi High Caoupt, New Dalhi in hig
the Articies "Lerporats cha&’Effuct on the Growth of Cor~
porsts Sector” = Chattered Secroetary, Jsnunry, 1861,
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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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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
say bs, sbout Lhe origin of ths Corpopation 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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ang Copporetion is an artificisli porson created by ths Stats,
Nopmally, Ln case of nsbtursl pseson, all personsl rights end
with death, On the death of natural purson, Lthe holes succoed
to the estate and Lhs astals duty is payable on esch miccessive
geath. An agsinst this, the soclisty or stote crestns s lagal
peossan tzth_purﬂctusl succession, A sapt of lanoptalily s
conferped on At subject Lo winding~up. The artificlal persons
do not psay spiats duty. hile g privote individual hags tc pay
his liablilitiss out of hips sntica sstotes. In Lhe cass of
Corporations, state lisils its iisdilitios Lo the sxtent of
sharo=holding, An srtificlal parson crestaed by Lthe stats s
the child of the atate snd skete creales its chilg for ths
greatest jood of the graatesl nuaber. it sust bs craasted only
in Lha public intsrast and not othsruliee.

144

while discussing the growth of caeporats sector, one
aust romesber that s mere incrsess in Lhe G.N.P. i not nace~-
asaplly an indication of happiness snd velfape of the nallon,
in 1970 thare vare s alnioum of 20 allllion unampleysds and thigs
nusher Ls belny snhancad psp yassp, st leasti,; by five sililons,
ift our coumtey 18 to be clelmed Lo bs s democpstic republic
vith socisli=a at its objsctives, it atands Lo resson thet it
cen not have vast end isesssursble gaps swongst different seg-
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 ENSIYY e 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.

Mahatan Gandhl slso during the freedoa=struggle promlsed
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
Anseption of Lhe constitution aof 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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sdagusts sesns of iivelihood sre statad, The corporste saclor,
for Ate bright imege end ratlonel outlook susk continuously
ranembee L and plen its stestogy segopdingly.

Ag the impact of Lhe corporsts soctag on the sconcay of
a countey lz stupsndous snd as its involwvoment 1» ovapvhelaing,
1t cannat be slloved to go slona. Tha new oullook of the
structuce of managessnt must be sought for in order to fulfil
ths sapiration of the nation, the utilisstion of ssnpowny and
nstucal resources of ths country in a daplrable vay and finally
for upholding the public lutaratﬁo

Lacher Committec pocoomonded for a conshderable relief
to companiss having psld-up cepitsl of Rs.5 lekh or less. Iut
blg companies having Lhousands of crorses of rupoos 85 peid up
capital and with millione of enployces es vorkers thay sust be
undepr tha regulation and control of the ‘tste,

145

To kaep parily vith Lhe changing soclsl and sconomic

neade of Lhe countey llke Indla Lhe indian Companics Act has
undergone changsas for a nusber of Limes since its first intpo~
duction An 1850 An Lhe nams of ‘Joint ftock Compeniss Agt, 31850.'
Sut coapany msnagenent Le snswesrable for its activitles to
different parties, crodiiors, Customers, eaploysss, shage-
holdaes and society st large. There ore othee ralevent Acte
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1ike sscupities contrscts (Regulstion) Ast, 1958, MRTP Ach,
1963 and alao other pegulations andg guldelines like Forelgn
tachange Heguletion Act, 1973, industries (Developmsat and
Ragulation) Agt, 198%1, Guidslines of Lhe Reserve dank of

indla and diffaront financlisl institutlons, own digectives

ond also ompany®s own policies towsrds londing see sil ssant
for safeguarding the intagest of dszaraﬁt parties., Therafors,
all thess Acte and Aegulations are also tobs gonsidersd to
highlight how fap Lthe objsclives sra fulfilled.

The continuous contpoversy aver investment by non~
regidont Indiens in the inuien Cor.orsts Lector viswa~vis ths
role of Lha financlal institutlions in the Company Mansgement,
the sebhitrery decislon of Lhe cnlatlngluaaaqnuant for non~
registeation of Leanafar of sharcs, probles of vorkers' parti-
cipation in managesent, Lhe dacision of Lhe Sombay High Court
in Swapa}l Fel Lscol/DCH cess, sickneas af the industey which
anounts to BULKIU as on 31.12,83, seperation of Lha relstion-
ship betwaen sharsholders and asnageaent in ons hand end
asnsgensnt and contpeel on the other, gusskion of concantpation
of sconomic povep and sccountsbliliiiy snd profepsionalisation
of Coapsny Hanajessnt nsed further Aindspth study.

Inspites of amendmonts of Coapaniap Act and sther relevsnt
Agtks for s number of Limes in Indla the present fopm of Coapany
Msnagessnt is not » full proof to ksep 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 Lompany Managsaant and its composition,

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.
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1.7 Ihe Scage af Study @

‘Corporete lMenugenenk' besrs Lwo seanings « ons Ls brosder
which covers all mwnagement functions in e corporate business
entarprise such as produstion, serkoting, finance, asstspial and
parsonnel ssnsgessnt snd all corporets planning snd axscullon
according Lo plaaning. In other worde, it relates Lo the Lotesl
process of spnagesent of & corporstes entegprise, In e naprpowsy
sanse it is concepnad vith Lhe stpucture of the top sanagesent
in a coapeny with ths popsons manning At ond tovers such techni~
cal aspocts os the funclions end role of tha board of dirsctors,
Lt ralationship with Lthe sharchuldaps end with the chief execu~
tive, tha cights and coeponsiblliities of Lthe shars-holders snd
tho vorlous lagal or institutional fores to express them. In
doing 80, 1L also ontepes into Lhy sors genersl Aasucs of the
relationship betuesn socisly and cosporate business snd latler’s
responsibllity Lowards the former and in jls ‘m.& visible aysbal,

the Gommnt«'s

It is in this second senan wa have understood corporsts
monagemont, This is our First Miaitation,

Mahaglng Agenay Lo the first institutions]l fogm of Compeny
“enagement in Indis. For the peried 1810 to 197U it domineled
the scens of compseny mansgessnt in India and ecliped the institu~
tion of board of directors. The dominstion by the asnaging sgency

15, Languples Or, NeKe, Chmmg Fattarn of Corparasts Manegesent;

Vikas Fublishing fouss o Lbdy, Mew Delhi, 2nd Revised
Edn, 1983, P-1,
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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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systea Ls golng to be populap day by day snd AL will go on increa-
sing in » numbep ws a process of histopleosl evolutlion,

Top masnagement of o compeny, vhoss dutles sncompass the
senageasnt of msnagors, hos » cevelal part s pley in Lhis direc~
tion right from the heginning of smplayment of Menageew/Meneging
Diprectop possassing sotivetional stiliude, tucgess of the tap
menegsasnt depends on and starts with knavledge and thecefors,
it aust aie al crsating o thirst for knowledge saongst Lhelr
asnagara/asnaging director opr exoculives, Knouladge vhen put to
pesctice invapiably beings shout confldencs and this leads to
msccens, bLharshy putiing jecater sfforts Lo work harder for per~
feaction. A desipe for greater knowledge along with ﬁuceesa drives
hia on snd on, |

Lxecutlives ihauld have the attituds of entrepesnasurship,
who should constantly seagch in their snvironment the opportunity
which they can exploit. The rescurcas are lend, labour, capital
snd opganisation Lo wvapk with and such scarce resoupces adst be
utlliised vith grester csubtion Lo snpsnd thelp business and scile-
vities Lo svold any'ealnulty due Lo bad management,

The sscond limitation of our study is that we have teled
to hi hlight the affalrs of Lop sanagessnt of the private sactor
companies and thegefare, the subjectesotter of our analysis is
based on Lhe vaorking of the opgenised priveis sectop companics &n
tha light of the eapepience of the successful asnajgsment Lachniques
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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 constituta groups enjoy a lot of pover, has bacoms ths

root of problea of sensguosnt, Ousing the first snd second
dacadss of indepsndencs, the Govarameni congentpaled on indus~
trisl geowth, During this perlod, Lhs priveate ssclor companies
did expsllent job for the industriallisstlion of the counley, of
courss, by rescelving financial ond other helps from the Govepn~
sant, This caussd concontration of weslth in few hends, scocumu=
lation of blesck ar unsccounted money, inequality of income end
disparity betwoen have's and heve-net's. Nsturally, the ney
coupss vhepe 3 dsmocratic Governsent vedded Lo sociowsgonosic
rsfora of Lhe soclsty had to take stock of the actual snd poten-
tial solito=sconoaic powsy vhich the privaste sactor han coms Qo
acquiro end think of apgropeiate steps to keep it under conteol,
Jut the course of the flow ér a8 rivepr con not ba turned just
apposit direction by statule, As a eosultl of the atrict contpol,
thaugh clalimed by Lhe Governamesni, has impgoved economy but in
actual practice, it neither proved setisfactory to the business~
men nor brought the =ocisl justice to the ordinerey psople of
India, Un the contprary, it csuses unsconoale gerowlh of sconemy
whioh is nol viable and capable of standing in sorld competition.
in the other alde, problems releting to concentpalion af econosic
powsy and accountsbility have increased,

in opdar Lo s:lve the probles of rastpsint, present
covepnuent has taken the initistive to libepslize pelicies snd
to reduce cumbersoms proceduce®s 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=
FURLIGN EULTY DEBEN= ' tlona uplo the end of Merch, 1883
CLURRENCY & Twrg °
LOANE(8,25) e:cﬁgm-» (3.4%) : saountad Re.l2,155 crorss. Mage

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 RE.12,198 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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Tha ssin chjsstion Lo this nev forast ssy ho Lhet homo~
gensity of thes boasd moy nat be meintsined for Lsking decision
which 1s Loo visal for any sgononic ontarprise. Jur viow is
thet the chaieman vith his skill, personslilty, educstion, sin-
cority snd efficlency can being in homogenelty st Goseds’
msetings. On the ples of homogensity, the saabsgs of Lhe bosrd
should not be sade subber astamp.

tatondly, it say be apgusd sgainst thies sysitss tiwi Lhere
is a denger of the Gavapnasnt represantatives waliting to conmull,
ot every stege, ths nuserous departaental officiale and the
“inisteprs, Lhereby delaying decisions, Ultlaately, sither Govern-
aent representative or Lhe privats entreprensur vwill have to be
gntrusted with the decision asking sutharity. In the nev scheme
of bospd, theee vill be regreseniatives of diffspont components
which constitute a company, Tharafors, it will continue Lo be
g going concaen for sarving reciprocal interasts. The facl ls
that ths compsny goes on in normal tise se s punning concern
without any difficulty, Ths problse arimms during the Line of
erisis,s 10 our viev this ceisis can be evercome by Lhe combined
strenglh of Lhe doasd. Finanglel diffuculties can bs easily
solvad by the inltistive tuken by Lhs bankaes' pepressntelives,
industrial unrest can bs solved with the sincars efforts by the
vorkers' repressntstives.

Husiness conmunily may considesr IL as back~door nationsli~
sstion. Against Lhins srguasnt,; LL con be said thet any democeatic
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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



Te

Eeo

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 snelysias of Lhe new Indian Companies Act which
vas suppesad Lo coms into operation st spproaisstely the
date of publicstlon of this second editlon (1958),.
Nationsl Council of Applled

oua-le Reesssrch, New Dsi
A'A‘ fngxgqonny Systes, Edn. 1888,

published by th# J‘,ldﬂ‘;m'
Bombay,

This book éovluvaﬂ of the Menaging Agency aystem end its
vorking snd prospests of its fulurs.

Selce SON
Ths New ’rantltts of

Cans 1511

tastern Law tousa,
Cllﬂﬂth.

The book focupes Lhe attention of Corporstion Lewyers Lo
the sodespn developasnts in Corporetion. Uue Lo the funds~
nontal chanyes thet taks places in pecent Lime, the Engligh
Compsny Lav 15 no longee the only source, the iapact eof
modsrn Copporstion in the UesLaAe, Wanst Uepmany atc. and
Lhe nev sccounting mathods in the Uslebeite have sat into
sotion fer resching changes in Lhe conventional spprosch
Lo compeny jurlsprudence.
sa Ke H.ll!‘

u&tuctuou of tha Carporate Fpivete Ssclore,
A shudy af Concantestion, ounorahip and cantrol Edne 1887,
Agle Publishing Houss,
Bombey.
This Sook is n study of tventy businass groups which

reprasant o cross~esction of ths corporsts privete 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
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of ney changes thst took plsge in Indie snd Lhese haw
given then ppportunity Lo take ssnegerisl professsion vhich
had naver sross in Indian history,.
deajars) Mohanty

J t Contpol aystons,
ist, Edn, ‘ms
Meomillen Cas, Sonmbay.
Thim baok contpibutes to Lthe cayss of good msnagement in
india theough dotsiled study of Lhe vapious aspects of
nonaganent planning snd control systeas pocontly dssigned
by too apeclalist consultanta in 8 vary lapge technology
hased on inulian orysnisatlon snd providas roallstic options
sngd yulde linos for a systesatic laplementor.
dpach c.fole
Hanaging Fopr Rovivel
g plan of action Lowspde effeclive
aahagement thraugh marketing
lst published 1972
Published by Mansgemont Publicatlon Lialted
for the Spitish Instituts of
Management London,
It {2 a gimple and uprgent mausage Lo boerds of dicactoes
and haads of fiprmp, in Lhe context of the seprious plight
of the nation's aconomy and suggests the ways and secanp
of reasdying this plight on the bagls of detepralning
scononic visbllity,
Honoue T.F. and Mein vaping 2,M,
Susiness sand soclology tdn,. 1982
Groom Hola @ London & Cenbherers,
This book provides the bualness studlas with 8 bosrd under

standins of the soclologlcsl thasries sad concepts peleting
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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 eporetn Homalement snd Acosuntebilit
ste ighe SOOUN
A Jri:t Sentor, tan. 1974, Meceillen, ye
Published on behslf of inatitute Tor
;:::nclax Manayensat snd Regoarch,

{ 1 M
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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 :

Gulide to the Companies Agt,
13Lh Edn, 19084,

Jadhwe and Company Pwt. Lide,
Nagpur e

it is & lzgel clnsslc of our tisep. (ost suthopitotive
and dependabla, It is » leading coomsntary company lew
snd effectively meeta Lhe problems of coapeny lav and

sana gosent .

tanuel Ellon,

Agpoct of Mansgoment Edn, 1977,
Paegenen Taxt dook,

Parguaan Preoss,

London,.

This book gonteins raslietic epprosch in form of articles
on diffesent aspecis of sonagessni,

FPoter F. Drucker,

Mesnagesent in Tupbulent Times,

&ml ‘m.

Helnesan,

London .

This book contsina subject mettsp on the functions of the
nenageasnt In turbulent tisas ehlch are really Samportant

tosks, |

Johnson 3pruch, Ldited,

Tha stisck on Corporste Aserics,
tdn. 1978,

Agticloa of differant authore regesding soclal pesponsivility

of business,

Mehy wiplght,

The Husiness of Jusiness,

Prilvate Entepprise and Public Affsirs, Lane 1387,
Mg Griaw » Hill Ince Rupe & Co.y

Calgutta,
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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.



12. MQKO ﬂ{
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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recomaondstions have baen msde for the dovelopment of Lhe
managenent. of Lhs Indian Companics.
Sl Ae Yolimoy
Sovist lndus%:g Ist Bun, 1568
Progressive lehing
Mo sove
The author in this buok gives & genscal ldes sbout the
most importent features snd perticulseitiss of Sovist
Incustey,
2% Fe #iilian Clueck,
Susinass Folicy end Steagetic tisnasgement,
3rd Edn, 1982
Mg = Cpay 0w H!.ll'
This book designed Lo meetl the needs of studentsz of

business policy end stestegic menagemenk,

we have Lried to keep oursslves in tLouch with the findings
of various pastarch bursasus, iike that of the Susiness Stendapd
and The cconomic Timss, Calocutlla, valusble articles, statistics
snd Ainforastion obtalned from dally papers dealing with economls
mattors, monthly segezines, magszines Lesued by the professionel
institutions., e sent lstiers requesting ons hundred cospanies
listad on the baslis of sssels. The letter contalna guastionsires
and request to send thele snnual repopts for Luo years 1982-83
and 1983«84, e peceived 26 raplies and snavers of ths question=-
alres put Lo them, e have complled fron Lhess annuel papolhs.
Cnnaidarlng the inadequacy es regards Lhe nuabor of compsnies
wha have sent thelr Annusl Reparts, we hsve callected Annual
Reports of 49 Compan.es from different sources at randum., Kotharl's
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Econenic end Industrisl Culde of Indis (1382«83) rondered us
ilosenpe halp An this regard. s personally sst sesbers of the
bosed snd Chisf Exscullves of diffepend !:.o-pinln situstad ot
Calcutte snd collented velusbls infopmstlon, We heve aslse
collocted different caps lavs desided by Lhe diffsront ceurts
relsting to Lhs sansgement of cospenies. Thus, cur resvesrch
study is bassd on both fundssental and spplied approsch, Cone
rsfersnce in the foes of cass studies have also been given in
rolovent places Lo substantiate the subject astiar of ocur study.

1,10 Samarsh Gag ¢

Many suthors in Lhelr books snd sriicles have painted aut
the loopholss of the prespant fore of Lospsny Menagsment in Indle
and alsc heve suggssted measupss in soms cases Lo isprovs the
praocess of Lhe Company Mansgesent. These sporedic studies agw
far off Lhe needad goal snd have touched the frings of the
probles only., We have tphed to deal vith the mibjest in Lhe
canvas of brosder popspactives in Lepas of ite sochsl relevance,
In our bhesis ws heve dealt with siscst all kinds of lacumes in
Company Mansgesent which exish sven tovdsy. An honsstl abtgept
hes also boon ssds Lo dissuss the sultiferious faclers in Indien
Conpany Menmgesent in the cenves of Lhe vopld situstion s as Ve
develap an Jdesl model of company asnsgeasnt Lo safsguard sus
national intesssti. OBy disoussing Lhw higtary of Conpany Mensgeaent
which randers geest lessans for Lhe fulure end by going theough
in getall the Annusl Reports of 75 Compenies vith thale 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.



