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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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Commercial Code lays dewn rulss Lo Lesus Doth of Lhe kind of
beagrar snd nonvbearse teonslapuble shares.

Thers sre theas opgens of Lhe sanapesent ¢

» Ganeral of sharohslders,
h§ he mi of Digectors mnd
s The tor.

The gonace. mssting, inter~ells is empovessd Lo sppoint
sn ingpactor Lo exasine the doguments suimiilsd by Lhe dizesctors
and Lhe written peport of ths suditors. Resolutions of the
meetings of the genersl body ars passsd on by a majoritly vels
of the shapsholdars preseni, helding sharss nmmtmq nOFS
than one haif of Lhe total susbher of the Lemusd shares. A sharo~
holder L8 precluded from voting st » genersl sesting on s poss~
lution in vhich he hee ssparate smd perticulap intepest.

The Commaeginl Code pressribes a slolmue nusber of thres
dirsctors vhich constituts the based snd they sust not be share~
holders but ore appolnted st genepal acsting of sharehelders
for = parlod not asse than tuc yoars st 8 Lise excapt the appolnt-
asnt of first direcltors vho ape appointed for a peplod not exceed
ing one yesr. Cumsuletive sysiss of woting is peraiited by
Japsness Lav for the sppointaent of dirsctors.

The genersl aceling hes the paver Lo resacwve a dicsctos
bafors the explry of his Loga of office. In this guse the
dirscilor soc ramoved can clais damages fron ths Company. The
aduinistrsiion of the affeirs of Lhe Company i Lo De decided by
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the Uosed of dirsctors who vill slm have the pover to sppoint
snd remove the Company's sensgere. Resolutions of the Goard

sre to ba adopled by @ mejopity of dirvctors prasent but esti-
clos say presceibe steingent conditions. Under Jepanase
Commarcial Caode, an suditor maey at eny tiee inspact or aske
extracts froa the books, racords snd documents of accounts or
call on tha directors for 5 report on the scosunts. He Ls sven
entitled to inveciigegs Lhe sffales of the Coapeny snd the
stats of its properties. 1L i3 the Suty of the suditor to
exaaine Lhe documonts whieh direstors propose ta subsit to e
genersl seating of shaprsholders and Lo eepord thedr opinion
thereon to such general mseling. The asin guelificstion of en
suditor is Lhel ho ayst be sinuers but nead not ba lndspendenit
ang aesbup of 8 professions]l bedy of accountants, Thare is

no disqualification except that hs ig not antitled Lo be dicec~
tor or eaployes of Lhe Corporation, The sscounting dacuments
(ialonce shast end Frofit and Loss Actount, contalning an
Anventosy, business report, propossl for seserve fund, distelw
bution of profits or intzpest) have Lo be subaitied by LU
diregtoes to ths auiiter ot least two vosks before Lhe duy
sppainted for an ordinapy genseal mecting. After the docusents
are apuroved by Lhe general mesting, the direclops spe required
to glve public notice of the balancs shoet without delay.

The success behind the Jepensse industrisl developssnt
has been slated Ly many asuthors as Lhe oxistence of goed pelation
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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 essoniial for Sovernment Lo provide guidance on virtusily
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 article end obsspves ~ "sn unique fasture of
Jupan’ s succass An corporate flsld® .4 Apsrt fron tha intep-
ssshing of ths GCovepnment and business, for Lhe policies snd
strategles towaeds schisving supee ordinets gusls (whst has
bacome known as Jepan incerpoesbled) due credil should be
given to Lhe achisvoment of opgenisstionsl devaelopsent muliled
Lu the suslovsuiturel alllisu and tralls of Lhe Japanem, Lhe
prectice of basic snd prageetic business asthods, and lastly
quality-cua~produstiivity schase cavering Lhe entire sanufasg~
turing specipun, These devalopsent of the last tweniy five
yongs are due to rospect of saniority, oroup declision making,
patepnalion ste., over and sdove the fsatures of life~tine

soploysent,

Japanesz business sleategy is nothing more aystesious
“"than & total connitoent Lo working o wholz lot hardsr at the
baﬂc."s - poaye Kanich Theee,

te The Japansse do not pigidly adhere Lo prewdetaseined
long=renge stratogles, but pay scrupulous stiention
Lo performance on a asonthly ar evan @ weaskly basis per~
forsance asasured nol sgeinst » Lhros op five yesrs
pleng, bul agelnst budget, against setuen on sales, sgaingt
compstitive perforsance, '

4, Mul)l Sudhip 'Susiness 34 Indie' Calcutta, Messh, 12, 1984,

S5 Ohmee Kenich "Jepen ' From Stapeot to specifics.”
Tha Mg Kinssy Quarterly, Spring 1955: ’
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24 Asturn on selee (R O 5) net retusn on invastasat (RO1)
is the yepdstick by which Japsness Compsnies ssamsre
thely success. ROS sathap than RUL i1s the seasure used
for investasnt declislons. Peopls (or employees) are
trsatsd as fixed asnsta snd busineap genoealos Lo jJumiify
thelr utilisatlion, Decision on nev investasni ia usds
not on the bosls of RII or payback paried or dlscountad
cesh flow, bul on whalhsr the nav business will be
good for the Corporstion as s whole, 1.s. oversll or
sguregate RUS should sustain investasnt, Mewgerisl
sutonoay is & con-comaitant of the facus on tolal ROS
pagfarasnce.

3. Ung of the driving forces behind corporats solion is
“the action of the compatition” that is satching the
agtion of compstitors and oul=-dgsing it.

4. In Japan, peppetustion of the enterpriss and not profit
is the driving fagce., The alagen is Lhat Lhe Company
is farever.' This is smnifasted, ¢.g9. in ploughing
back cepital rather then increasing dividends) Lesnafer
of funds from ona part of m'mmy to snother in
erder Lo sewk fulure business. A conscious stismpt §s
nsds Lo svold en "esbeprrasmment of profits.”

In pugard Lo manufssturing techniques, recent pessarch
by Sichonbegges concludes that Japen has rejectad cosplen ssnsge~
asnt prosoriptions snd abssssien with progresaes, contrels,
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behavisural interventions, asthenstissl sodslling stsa. Instesd,

they have siuplifisd problens.®

The siaplifications relstes perticulerly ts produstivily
and guslity. The systes dseling wilh productivily is cellsd
the Juat = ia » Time (JIT) system. JIT dipscily sddressas the
meterisl cosl tomponenty of productivity. In regued Lo qualily
movensnt, the systas is that of totsl gquelity conteol (TiC).
17 mé TAC overlap and often Jointly introduced, plasying e
conteol role in Japsn's strategy. JIT snd TOC procedurss ape
nusturad on the shop floop, facussing on the warker and Lhe
iina management and not on op by staff sdvissrs and specislists.

"

Petey F. Dpucker gives such isportence on ‘life-tine
eaployment' and comgsny shareholdees' relation far suscess of
Japaness Cm;any." He states "Lifs<time smploysent” moens that
tha Jspanose sntacprise i run for the bensfit of Lthe enpleyess.

Tha pight of Lhs smployses Lo thalr jobs Lake precedence
aver avary thing and averybody oles. Equity ownepship in Japan
is iargaly a syabol of auppuwatmr roistionships rather
then *FPropesty’, in the lagal senge. Capital itpelf s sssmn~
tially not provided Lhough coamon shapes but theough bank loen,
which are logelly considered debt, Say fop exespls, the siesl
company that supplies ths outowobils msnufocturer with steel
uul own B% of tha aut.mabua cmmr s sharsss and Lha sutomo~

B Rechsped J. Schonberger Phwfnturing Teldid - 22
Nine hidden Lusuna m slnpl oibly.' The Fese Fress
Hacalllan, 1582,

Ta Drucker Fetepr F. "tana in tusbulent unu Heinsaanns
London, 15BU FP 183=%
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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 wesith as ons thet is at the servics of the commu~
nity. The philentheopic tredition, which is roetsd in aur
cultuss, sysbollisss thot whet we esen An busiaess is 8 Lrust
for belng sut Lo use for velfare ond groster good of the largest
ma

Mg. Yasant Seths, Union Ministse of chesicals end fopdi~
1isers on Apprll 22nd, 1984 et tev Jelhi, undsrlined the nesd
for changing the traditionsl concapls of diseclipilne, authorily
asnd managerial propagstive. It must be penllsed, he geld, thet
solf dissipline vas the best form of discipline; that the consept
of suthopity devold of mersl influsncee and Lhe pover of expere
Lise wes ocutdatad. e concluded that docision making by conssnsus
van far acps efficecious then valn stteapls Lo presspve srchalc
ngtlion of ma@oﬂal wmun."

Mpe Koky Kotharl roised question whalhar the technliques
vhich have pald rich dividonds In Japan be successfully Lrsng-
plented into Indle.

He snswersd in the follawing lines s

The suoceess or failure of any ssnagsrial Lachnioue depends
upon Lhe histopical snd cultuesl beckground snd othos of Lhe
participeting vorkers and manages. /ad in meny ways Indis end
Japsn srs mlt.wnuy very diffepsnt. To undersutend why cerisin
tschnlguos have succseded in Jepan some aporsciation of Lhele

. IR S

11, Vasant ..M.ha congluding sassion of the two dey ut&ml
ts for nstionel

i1 22ng 1384, Nww Do muma An the fconomic
mﬂp Calocutts on April 23, 1984
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culture snd teadition An raquired, Aftar all, histopy As a
greot teachey, The indisn cultuss §s toltslly diffopeni from
the Japansse cultuges, trsdition snd wey of lifs. e shewld
not forget that ths Japsness are » ssrilal rece, After the
socond World Yy Lhey have lesporspily glven up thelir sebitions
of world dominstion, GSut thase ssbitions snd ensrgles have
besn chennslissd into industey end Lhele ssblitions now sppear
to be dominstion of Lha world saprkets and not paliticel doal~
nation, Corporste strsteyles of Jeponass Cospaniss ars strate~
gies for dosminance of global msphats, and thay e flooding the
vorld mepket with qmds.‘a

In conclumion he sold “it has bacome fashionable Lo
talk of Japenase sonagemeni techniques. Many asnagessnt
- axperts are of Lhe polean view that the Indlan Industey cen
flourish aspaly by copying Jepansse msnsgesent techniques for
getting that Lheir culture, Lesdition snd histary have played
8 vital role in forjing Lhese prsgtices. There ars seny things
which con De lasrned fron all psces including the Japaness, but
ve sust adopl vhat is relevent 1o the context of Lhe prevaliling
snvigonsont in the mm."“

The lew governing coapanies are pravided in Lhe Feench
Commerciel Code wnd partly An speaiasl lews. Apset from it,
public Companies sre governsd by a speciel lew of July 24, 1381,

- - i o " -

12 Kothepl K.Ke An hip apticle “sheuvid lndis adopt Jepens
‘ :slg‘mlqne;“? The Lconomic Times, Calsutia, Novesbor zﬂ
»

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 1ist pespaged by the jJudges of Lho locel clvil snd commeprciel
coucts, is regquired only in the case of Companisa having pub~
1ishad o prospsstus inviting Lhe public Lo subsoribe for its
sharss or m:."

Ho shapres can be Lasund vithout voting pights or with
diminishad voting sights. VYolling sust be in prespertion to thw
nominel value of shares.'® Shares with coudle voling right
ney be fasvod provided Lhey srs pugistercd shares which apge
fully peld vhen Lhe Company goman Aabto saistance or which hmve
been held by the assms holder fap tue ymu'n

There ars "thres Lypes of sesiings of Lhs neabess

1)  The Annual General Mesting ASE.MBLEE GENERAL ORDINAIRE
ANNUELLL Lo be hold in sach year on 8 Fixed detes sbaled
An the Agticiss for Lhe spproval of the ennusl secounts
and the directors' snd suditors' roports, the declarstion
of dividends and Lhe sppointaent of dipactors and
mw‘uao

1)  \he specielly convensd meeting, ASLEMBLEE GENERAL UADI~
NAIRE CONVOQUIE EXTRA ORDINALREMENT, Lo desl with any
other melters encepl those for which sn extressdinesy
gensesl sesting As roquirsd; end

131)  the extesordinery genepsl seeting, ASSEMBLEE GENERAL EXTRA
ORDINAIRE, to sesclve an smendasnt to Lhe srticlas, for

e o g s

'7' 95-3957 - m 0' 3‘“0 1931 Al‘t 11
15,  Lav of Noyesber 1833, AL T. (o0

19, Lev of 13th mm 1933, Aet 1.

={ ¢ 8 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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sharen of doubls voting righl ssy be lasusd undey soms
specific conditionss

An sxirs~ordinary genapsl sseiing, Lhoss members whe
sbatain fron voling ape counted 23 having besn cest
sguinst the resolution)

sainly, teaditionsl Lype of bosed as in UK. snd Indias
is i vegue.

Thars sra slx Lypss of businsss ssssciatlions in the

Unkiad States of Amapice. Thay ars »

i) The partnership figm,
14) The Stetutory Limitad Pertnepship,

434) Common Law Joint Stock Companiss which are unincoppossted
Compsnies entablished by conteaot providing for centps~
lissd aduinlatration and menegement butl onjoy no legsl
sntityy

iv) Statulery Joint Stock Companies = which sre unlike the
Jaint Stoek Compenies of Gpast Hpilaln, enjoy ssny stirl-
butes of the Corporation in somn Steiss, including lisited
13001308y°7 but do not enjoy the banefit of the Plotion

of citizenship a8 confeorred on Lhe sopporations of U.S5.A,
for Lthe purposs of federsl jurisdiction, Thegrefore Stetu-
tory Jolnt Stock Compeniss spe not populsr In UJSeA,

L B - " L

27, Fennysylvenia Comp. Stet (18M)
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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 laglslative and aduinjisiretive chesks on corporailion
monagesent rathss than of shere holdap contyel,*S®

Rules psgaeding foreation of Cosporsilons verlss from
one Stets Lo snother. If ineprporated in pariicular Glals,
the Carporation sust follow ite sules regesding ils Dusiness
asctivilies. In sons stetes Lhe cules are flexible, ®.g« Sta-
tules of Lhe State of Owlaware which sppsars Lo heave & nusber
of asdvantages such as, thags Ls no "bluw eky lsw' like tha
raqulronent of rusident dipector. 1L is not cespuleory for
the incorpacators Lo subsopibe fop sheres op stock, Lhe menlings
af shapre~holdars snd dirsctaors hesd not be held in Delasvers
and tha formsllon of Lha Company can he apranged hy an incoepora~
ting Company vithin tvenly four hours without ony puuuatr.“

In the srticies, various mstiers including name, obiset,
domiclle, numsber of directoss, nass of pesident egentl snd powt
affics addewss, the smount of ajloinua abessiption (some states
faollow Lhess rulas) vhelher Lhe sxistence is porpelusl or Por
l1ialted period of Lise etc, are to bo stetad. Apart froa bw
ganaralities, many stotes regules other fepmslilles.

The genssel adeinisirstion wnd sasnagement ape vested
in the hands of Lhs Soapd of Oirectors which is the miprens
authaeity in such mm. Ths power tn nake fundmu.l changen

A SR J———

28 Dadds £t sation, Privets Properd
* ggdgm' U rogeres ugsu-ﬁan. NesSd, Marv.l ReveSi7,
30-848,

29, Ibide 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 !
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share certificstes. If Lhe sticles provide for Lsews of

share cortificates, sesbors con Ansist on the Lissus of such
csstificotas. The Leanafer of sheres mey be dons by sndores~
ment even An blank in vhich case Lhe posssasor of Lhe shere
coptificaies \s entitled Lo Ansert hia oun nens in At. The
capital of tha corpurations is WRown as shers capital while
shares ars teraed ss stock, Thore le 3lso provisions Lo scgulrs
additional finence iy seans of Lesulng redssaable bond or doban~
tures.

By the intpoduction of Fadepal Securitiss Act of 1513
end other statutss snd reguistions, it hss become compulsory
on the part of tLhe Carpopations Lo publlish finencial siastesasnis
vith propes valu=ztion of ssssts snd llsbilitiss. Meny questlons
entpusted Lo the Securlly cxchange Coaslsslon, in Lhs U.C.A.
8.0s the solicitstion of proxios asy slac he rogulatzed by the
cosmlasion and Corporations ars regulped to disclose ths hold~
ings of diroctors, officers snd all persons vho own beneflcisily
10 per cont or mors of stock end all mo=called equities in
general, Lhs statecant being filad wilh the Secupitles Exchange
with 8 copy to the Cosmission, any change in the ownership of
such holdings to be repartisd aonthly. FPpofit ssds by puschase
and sale of Copporationk sgquity sscucltes within six monthy of
the surchess by the disectors and officers are regulred te be
diaclonsd_and may be gscovecsd from thee by the Corparatlonos‘
Consldepsble resecrve ia created for veriety of purposes.

31, Lav{ AJdsp "Privats Coppopstion snd their contpol' vol.t
& 11,° Lodge end Xegan Faul Ltd, London, 1950, #~133,
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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 becasuse Lhey wers pro-
fossional, full-tios sslseled executives, nat becsums of steek
thay held. Thus, by the 195is Lhe snagerisl fire hed bocens
the stendord fore of sodepn buainess enlarprise in aajar soc=
tor of American suoncay, In thoge ssctor whepe modern multle
unit enterprise had come Lo dominsts, ssnsgoris) cepiislise

had gnlned sascandancey over fesily snd finsnclal uuuun.“”

John Kensth Galbralth gtated Lhat Lha technecrals m
holding pover in Lhe asnagesent of Corposstions. Thay see
professionsls and siperts.

Thi¢ profasslonalisution and aansgerielisa heve probably
sxartad influonce in the sansgowent stpucture of coapsnies in
India,

In tha languega of Jobn Kannaih Galbpsith "The Cogpore-
tion sllavs Lhe sdepiation of opgmnigstion to nesed. As the
nagd ls diffspent for different purposes, so i Lha resulting
adeptation, The madeen lapge Corporstion As sdapted to iLhwe
nsade of advancad tsghnolagy snd the large anount of capitasl
and comppshonsive plamning vhich this pequires. It peflects
the nead of ite tachno~siructups for fresdes from outside inter~
farence. It vins this Presdoa An verious weys, including the
provielon to Atseif of its own supply of caphtsl. "™

Thare are thras Lypes of company »

" g

32e Chendiepr D. Alfeed Jr. The visible Hand ¢ The Menagerial
Ravolution in Ameriomn Susiness” Hepverd Universily FPress
1977 PP 491493,

33. Galbpsith John Kenneth *The New Industrisl State’, 3ed Eon,
1978, Houghton MPFiin Co. Soston, Chepler VIII Pe=9%, -
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1) AKTIENCESELLSCHAFT (AG) 4 Lbe incorpossted Fublic Companys

2) GESELLSCHART MIT BESCHRANKTER MAFTUNG, the incespossted
Privats Company (Gab H) and

3) KOMMANDI TGESELLECHAFT AF AKTIEN (KGa=A), Lha incoppose~
ted pudlic coupany, the direstors of vhich aps psrsanslly
Lisble for iia dobts, Out of thess, AG snd Gab H ape

conuon and prominent An Gepaeny,

The Lav gaveming Gersan Companies is pastly Lo be feund
An the Gegmen Cosmscslol Code snd An special lsve and partly
in the Gegpmsn Clvil Coda, vig., the 8GO, wbars the Commersisl
Lavs ers siient on sny point, the gaps sprs Lo be filled by the
provision in the 8G8. Thus, the AG snd the Kia~A sre pr.\ﬁ:ﬂy
governed by & apssial Act, Lhe AKTICNGESETZ of 1837, while Lhe
Geb H ia govasned by spesciel Acts of 1882 and 1858, Lhe Ged M
GESETZ. AG is just 1ike public compeny cen be incerperetad by
five premoters by exscuting contrecls for its formelion i.e.
- SATZUNG coremspending Lo our Memorendus snd Articles of Assecle~
tion, befars s Judge o Hotary. The SATZUNG must set in, Lhe
neme of the Company, ths domicliis of Lhe coapany, the nsturs of
coapeny's business, tha amount of the cospeny’s shars sapitsl
vhich sust ba ab least OM 100,000 to be divided into sharss the
nominel velus of which is to be st leasgt OM 100; Lhe classas inte
vhigh the Cospeny’s shares sre divided ond ihe rlghts stiteched
to cach class, the nunber of dirsciors te be appolnted, Lhe
novapapers in vhich the compeny will publlish notides sbout 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 conpany Lesw of 1965 has pul the shegseholdee 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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coapletion of & ysaz from Lhe dete of iis forastion sn AG sey
apply for permisalon for Ais sheres or bDonds to be desit in
on & stack sxchangs, unlsss the Governsent peemits, AL will
spply serlise. Stock oxchenges in vest Garseny sre regulatad
by a special law dirsctly undep the mupeevision of the Stale.

1) The Soard of Dlrectocs known as the VORCTAND, snd

2) The Comnittee of Supsgvision, cellod the Wﬁ!&:ﬂlma?.
The Sosrd of Ulsectors i slso referred Lo as Lhe Sospd
of tensgoment, The Loamlittes of sipesviasion ilp somslicas
roferpead to as the councll of supecvision., The VORETAND
1.8, the Joapd of Uleactors is requisred to asct for the
coapeny ond to represant Lt agalnet thisd parties snd
public sublhorition, while the AUFCIUHTERAT f.e. Councll
of suparvision 1 entrustoed to superviess Lhe sansgsasnt.

Akthough originally it vas the intemation that Lthe Condl~
ttoe of Supervision should heve supromacy over businsss policy
and that the Soapd of Management should sun Lhe Luainess and sct
se Ate sxecullive ergan, in prectice, Lhe trend wvas Lhe coverm,
Joe significent provision of Gerson Lav is thotl one=thiped of e
Committes of Supesvizion ip sppointed by the company's eaplayes
over alghtesn ysars of m.”

To Co=dehesminstion Agt of 158G sehen supsrvisery boasd

- -y ol A i - o

e A
] e o
iy ot Rl U ’ ’
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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 La not Lo D used to cover B single loss by 8 supplus of
all lisbilities over all asssts.'?

s) Teo~Tiep Sosed of assnagensnt dsliuinating the functions
of sechy |

B) vorkers' pesticipstion An policy or suparvisory boapd
snd thelr successful role heving squsl status of othep

dirsctorsy

a) the involvement of banks' papresentatives in the bosed
of ﬁncté;'uc

d) greation of pessrye fund which ip coapulsopy 4n opder to

nake s company to be anrs Lﬂdlpmmt and visblse,

BB

In fact, Lhe mubject mt under socisliem is o
sultilovel snd aulti-component systam of hodies shd Andividual
pacticipating in mm.‘s

The asin princlple of soclaliast nanagement s the princi~
pls of donocratlc centralism. Its osssnce lies An snsuring en
organic unity of iategral, planned, and canisslisnd nefegansat
of all the soclal institutions snd processes end of the lecsl
initistive and crestive activily, ths pasponsibiliity of ssch

" _—

42 AKL G Sesction 130,

43 Stolyspanko A = 'The pasychol of Han t. £ Laboupr
’ colloctivities' = Progress Pub "{lm. 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 erder Lo aake sll round develapmant and o salve
different protlsas including unsspleyment, et the initial
stage both Russis end Chine sxcried theip fullest onergy for
thes development of indusiriss. The facltories wers riglély
controlled by the stats enterprisss snd the pesformences vere
closely sonitorsd providing funds for ssiiing up snd running
the factories fron stats Dudgel and all eaceipla vere token
ovap by the stete. Tapgets in ninuls details vers lesd down
for oach snlarprise in pespect of ltess Lo be procuced and
utilised, CEvery Jiee of sxpsnaes, vhethar fop purchas of
satspiela, paynont of wiges and olhar sxpengss were prodelsecined
by the stste authoritics snd banks end finsncial inatitullions
raeloased Lhe budgated funds. Entseprine sdalnistraties enjoysd
vepy little, Af any, flexibility in ths seslise of sither invest-
aent decisions or day to day opsretlion of the eatscprlises. As
capliisl funds were providad by the state, Lthe deprecistion
fund was to be depopited with the stste benks and could be
utiliesd only for spscific purpose of repsies and poplecesent
of ssasts. The enterprises weres geantisd Lo and integratad vwilh
governsental systom of sccounts suphasiaing on kesping the
actusl ispuls within the bounds of budgeted ocutlays. As the
enterpeioss vers not sutononous, thare was ne guestion of ssin-
taining ssparste sscounting snd condrol systen for sach anlar~
priss which weprs consideprss ap parts of the vast staie asshinery.
Tha snterprises need nel sequired Lo maintain and pender assounts
as Lhay had baen undap strict conbpol of stats sutherities.
Funds for aconshruction of the faclories and sstablishments 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 conmteuction of Lhe UsS.5.8¢ was se=organimed
on a tsrsitorbel basis. From Lhen onvapd, industey vas adminis=
tsged by sconomic councila. The industrisl sinisiries vere
abolished and ths entasprisas thay had beon in charge of vers
put under Lhe contpol of Lheass counciles With Lime, however,
Lhare appenred msjor Flaws in the sconosic council system of
sanaconents Over snd sbove, funds for continued development and
divapsification of \ndustry could no longer bhe provided exgspl
by sqeezing othap sectors af the economy or depriving the peopls
of high stendeed of idving, The existing enteprprises vers
soquired Lo yonerate sore surplus fund froa integnsl sources
theough higher producetivily of labour, capltal and other mources
of production, Tha adeainistrative systea by which satecprimes
had so long been supervised and controlled wera found wanting
in Lthe changed contast. Therefars, fundsssntal chenges, uader
the pesvalling circusstonces, in the asnagessent of saciallist
state ontepprises hed to be initisted by providing wide messure
of sutonomy in ssilers of day Lo dey aduinistestion of Lhe
sniarprises. lHighsr orgens of Lhe siats contant Lhesssives by
selilng s fov kay tLargets ond oversil indicetars of efficiency
In consonance with Lhe national sconoalec plans snd projssiions.

Mr, Sanjld Xuser Senysl In his srticle "Evolution of
‘Cost~Accounting® entesprines in Socislist Econceics™ statsd
that the entacprisss havs hesn sccorded Lhe steslus of Andependent
business units aush in the seme as corporate enbarprines sre in
capital sconomics. The soaialist ststs enterprimes ere sncoureged
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Lo maintain thele own, independent scocounting syslsas and
prepare periodical opopsting stataments snd balsnce shwels.
Thepo seke Lhe sniseprisns scoountabls fer Lhe funds pleced

st ite disposasl, sonsy wvelve of the investesnt Ls creditad Lo

s "businass fund” which 1a akin to "squity cepltal® of capite-
l1ist cocporats sntospeliess. The business funds ilnvested in

Lha entorprisss coapeise those asde in sepils]l squipemnts,

plont and msachinesy snd in Lhe popmanent working capital vhich
the enteppeimes vould be caquirad Lo cacrry Lrpespeative of
thelsr fluctuating volumes of busineasp. Intaprsst = bosring loan
from banks and finencisl institutions are made svallasble to the
sntorprises for finencing incroasnisl working capitel requipe~
nants and for oinor additlions Lo plant snd machinery. Higher
apgans of the stats ceassd to lay down rigid tapgels and budgets
‘for sach and svagy ilams of esacelpls snd poyment, for svepy
physical and aothap activities of the enterpelisas., The sater~
prioos enjoy the suthority to crgenise and reworganiss bhe
groduction plen, plant leyout, orgenisation stpucluro, muper~
visory lavels stc, In short, mansgasents ere given a free pun
of Lthe snterprises so long ss Lthey do nat violete the lave of
the lend end susewsd in reaghing the targetne. Thay snjoy Ahe
subhority Lo "hirs md fips vorksens 3 capiltelist sacroscheent
upon aAd inroad into a maclislist bastion. The sntesrprimms spe
parsitlad to use Lhelr surplus or remorve capascity for producing
Ltens uvpon whigh the state han ne cleimg Lhess could be sold

by bilatepil sgesseenis end the profit snjoysd by the ontsrppisss
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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 thele desislons, Thess units will come undap "guidence
plenning” as opposed to “coentesl planning” which would apply
to the coomsnding sectors of Lhe sconomy like stsel, enargy,
cament and fortilizer. FPephaps, s sea=chongs vould coas over
China's price etructurs, when subsidies would sat-up s quaptep
of Lhs nationsl budget now, sse elimineted once for all., Undee
the nev prics gtructure, Lhe Governaent would fix up ae feu
prices ss are negsesacy. The pricss of 8 asjorily of commadi~
tiss "will be slloved to float,” Even ths states adninistorsd
prices would be e adjusted as to reflsct market fogces. The
document saphagises that every care would be taken Lo preavent
"‘aanaral and spiralling price rise” vhile making out a cese
for colleotive and individusl budinass antspprises. Ths doou=
wonts have prapossd Lhat sone pansll state-ownad units may be
leaped Lo Lhe individusl businegsmen or run by thas on contract,
All in ell, it 18 not incoresat to chorscterien the change ae

tha introduction of nixed sconomy, s concept famillse in Lthias
w .

| countey.

te insociaiist counteles asnaganent in indusipiel sntarprioss
is congidersd as ‘s matise of organising in s nev way the
most desp pooted, ths sgonomic foundstion of 1ife of
scrorep of milliions of people.’

w i A R

80, Editorisl in the Sconosic Times C.lcum Ogtobsp 264N
1984 on *The Chinege Cm-m! &atnl cu-u.tu
docusont” Lasusd on Sepleabeg 19, 190‘.
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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



One countpy cen not bs trensplanted in another countey as it
vould not suit the soil, enviponment, culture and soclial silus

of enother countpy but definitely best Lechniquss followsd In

ane countery can be suitably applied in ancthoy countey with
profit. Au fop sxsaple, Ltvowtier sysiss of boasd as peactised

in Conpeny Lav of Jest Gepmeny very affliciantly snd with certeln
medificstion followed An other turopcen Countriee and Workers'
participation in Msnagecent in tvo=tlier hosrd have influenced
the “oopany Msnsgement in lndis. The adalnlstrative Refors
Commigaion, in its saport on econonic adalnistration, recocmended
that considacstion should be given to this importent Sfsmue in
kaaping with the Lrand in democrstic countrlos or bjr ghving
varkecs & sense of pactl.oipation La Mensgosent, Those who ape
ageinst At srgus Lhat Lhe demand of such reppessntastion does

not appeap Lo bs strong and thetl trade unlons sre, in fact
agsinst it. Thepre is slpo 8 tolk sbout the nesd for homoganeltly
in the coaposition of the board of directops which cen not be
asintained by vorker dicoctors ss thoy ere bound Lo discloso

the pegrat doclision of Lha hoasd. Thay say afisn influence

the baard to esrv: thelr Antarest st the cost of the intarsst

of the company, On the other hand, the fact camsine substontlive
that most of the continental countelos have provided for eaploysos'
participation in nll spheess of ssnasgoment with sffective pesull,

Profossionalisa and managerislisn, with tha objective of
sacial pesponsivensse as practisnd 1n Lhe U.S,A., the UK and
Japen vary officlently in compony ssnagament of lagge cospeniss,
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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 betvesn cospeny’s Lasuing shares end purchese of
shares, the perfest desirsble gelstionship and spplicstian of
advanced tachnalogicel dissovsriss, the ﬂgﬁtxty = orientsd
vaiue gystsa, tha coaplats congensus in Laking declisions sere
soat of the ksy aspegis for advencesent of Jspenags Wuso
The question pesaling vhethep Lhess could be applicable to Indisn
Coapany tanagensnt congldering the fect that Japan 1s our nelighe
bowring country situstsd in the Asian Continent,

Anvolvemsnt of banks' rspresentative to the boasrd of
directors as practised in Gormsn Coapanise as suthopissd by
shareholders, ér dauble voting pights of the shapsholdeps in
the satreo-ardinapy genessl asssting of Freach Companlies, or trs~
ditionsl single boasd menagesent wilh smenduents snd changes
according to Lhe needs of the clroumnstances in Lhe coapany
asnageaent of‘ the UK, and Franch -~ are soss of the csusep for
the succeas of compeny assnagesent in those countplies. It has
bescose necossary to exsaine whether these gould be appllied in
the mensgoasnt of Indisn Companics consideping the developments
that have slssady ocoureed in asnsgasent ssenary of Indien
Companiass Even Lhe systea of properiionsis representation se
practiesd in Japan, the U.5.A, and Cansde regerding slestion
of dirsctors of the Coapaniss hes exarted influsnce on coapany
nanagoasnt in india, All those taschniguss end #rmwnu are
casting shadow on the indion corpossis ssnagesent scene,

17, without considosing the effect snd sultsbilily 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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cuftursl heritege, but on the contrepy hes led us to a situsiion
of value srosion, allisnstion sné loss of cossitment,3*

Syt we flealy believs thet hov far 8 tescinique of msanage~
ment is wdaplable to snother depends upon the degres of sdiumk~
ments sade betwnan the guest snd the hosts I i3 Just like o
asarriage adjusteant to lesd a heppy conjugel 1ifs. The belde
cones from @ coapletsly different cultures and anvironeent to the
fealily of the bpridggroom which has ils own culture snd tesdition.
Here, both the parties have to secrifice soms of thalr culture
and haritoge snd a nev culture is boam. In this vay hepplness
of the conjugel 1ifs is fostcreds The smme Lruth lles in cese
of the laport of foralgn Lechnigues of sansgesant in Indien
mansgensnt aultups,

Thapafass, it is very luportsnt to grasp sn Ldes aboul
the achelon of Lop ashsgenent of Indlan compenics. In Lhe nsat
chaptar ve shall bey Lo review snd snslyse some of Lhe represn~
tative companias in indias Lo get an Ldes of devalopment and
changas in ths top managenent ssene of Indian Cospaniass.

-

84 HnMa Aghok 'Yeiue sion snd . Alienation
. gro sanggesen

Opgenisstion’ , Businass Indis, Gosbey, Jenuer
71 oty dart e e ’ . y




