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8.1

T™he compaition, functions and stsuctuse of Lhe Souspd of
Directors differ in different countries sven Lhey differ from
ons cospany Lo snobther company within the same countey.

The Company opF Corporation when it is incopporsisd secepd~
ing to the lsw of the land deconss s legnl pegpson with perpetusl
succession and common seal bul sspagste snd distinet from Aty
maabeps, Like any cther judicisl peprson, ALt can entep inta
conteast, oun, acquire, disposs of propesly; sue and de sued in
ils own nams. tince, in Lthe natuge of things s Corporstion o
Company has nn physlcal sxistongs it con not act on its own, its
affalisrs ars poquired to bs lucked aftar by persons of integrity,
wapit, sbility, skill, business scumen with foresightsdnass fer
the benefits of Lths varicus Involved groups sush ss shageholders,
craditorn, saployses, consuners snd Lhe sscliety st lapge. Sush
‘porsons’' ars the real agents of the company for its adeinistee-
tion ond trustees for Ats properlies snd celled direstors. For
non=camplisnes or vislation of eny of Lhe provisions of Lhe lav
of the land ar for default op fop doing things wrengly such
‘parsons’ who coms into limelight are held reseponsible and they
sre known ss the disectors or the statutory officers of the
company within the pusviev of seotion 2(30) of the Cospsnies Act,
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1988, °If a Corporstion ar Company has Ls function affectively
it has Lo ba sccountadle Lo the public sl large in line vith

the Candhian concept which sias Lo ensure Lhat the public/private
propegly hep Lo be used for the common M."' Reslly, the
sucasss snd falluces of cocpeny sduinistestion sre dependeat on
the responsibilitiss performed by Lhe Sosrd of Dipsclors as the
whole tasks of sanageaent ars vestad on thue,

The Bosed of Directoss of & company is entrustod with
ths responsibllity of soting in the integast of Lhal compeny.
From the legsl point of view, ‘company’ is for sheesholders. Buwb
as 8 sociel institution, a conpany is reapensible Lo iis enployess,
customses, supplisrs, creditoss and seciety st lsrge spsrt frem
its sharaholders. Thepefore, intarsst hers sesns tha interest
of the associsted paptlios connascted with the affalrs of the
conpany. 7o do well to all the perties lesds Lo conflict of
Antarssts. Conssgquently, Lhs resources of Lhe company sge Lo be
sanaged in such a way e Lo sngurs not only its survivel but also
to provide o desired Pinmmcisl gwin far disteidution purposss.
Clrsction in nesded in on entarprisse in order to wsks the sstivi~
tiss of Lhe antapprise covesdinated snd pyeposeful .

In short, the banpd hes got triple functions~dirsction,
ashagesant and operstion, Dipection is concegned with forsulation
of policies, fulflilasnt of objecstives snd svalustion of pssforsonce,

| Kel shassooy S¢ Agti ‘Respenaibilities of Cmuuu
* Rele of Pply ﬁlctw:*.m Econenic Times, Calontts,
August 21k, 1908, _
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The sanagaasnt s concesned with transleting the objsctives
into tangible plens and operstion ssans sclusl perfersencs for
giving tangible shape of the plens cheik out. In Ltwo tlar~
bosrd=aystes the policy board is selsly cencesmed with policy
making snd priserily vith sbjsctive sstting and evslusilon,
vhile the exsculive hoerd's respensidility for strategy deli~
noation ips shared wvilh the policy besrd snd corpuorste phenning
with Lhe opesting level. The policy, objesctive ssiting, stye~
tegy delinastion and cosporste planning are regseded as pragre~
asing sctivity of the bespd while conipols mvd ovelusiions sre
known as sppraisel setivily.

Be3

Ganseally thres Lypes of Dospd sse found (1) Twe=Tier
Sasrd (11) Tuo~Part Sowrd sad (1i)) Traditional unilespy strusg-
Lups Bosrd.

Ing=Thos Roand ¢

Thw peinciple of two-tiep director systea hes bsan opurs~
ting in vesl Gepsany, ths sost advenced capitalist foes of
sconamy. 1In large German Conpaniss Lhers age Lwe boapds, ons
an axegullive boaprd vhich has full sulthopity Lo run s company end
8 supervigery bourd vhich has the pover Lo sppoint sad dismiss
the sxecutive directors snd Lo vsto deaisions of the sascutive
board of directors. iLs primepy responsibllitien are not to
nanege the company nor even Lo direct its long~lers pollsy but
to gheek and psport of the sxsuulive directoss’ posfosaence,
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In Gegraan Company Law Lhe polas of sxecullves and miperviesrs
are forsally and lugelly seperated. No meubar of Lhs sxesullve
board cen #lpo be 8 member of its own supervisory board. Supep~
visary bosed has aslao 8 assber whe reprosents the verkers of

the company end Lhis vorkers' particlpstion in the uliiests
board has worksd vegy sucoessfully in usst Gersany., “Benks
often hold ssatls on supsrvlsory boapds on the sirenglh of shares
on bshalf? of Lhe clisnts. Thess representatives Lake vapry sclive
tnterest in the hoard snd oftan asrve as chalrsan, They heve @
gesat influence bacouse very often the bhanks sre slsc lagge
croditors Lo the emv."z

Some ceitliques srs of Lhe opinion thet though it proved
successful An west Garsany yst it s doubtful wheiher it cen
vork eo succassfully in other counlrics where the pofiticel set
up is diffagent,

Jua=Cach Dosnd ¢

The sost Lfaportent festuse of Lhis sysiem )i that the
policy bossd snd sascutive bospd have squal shetus nd heve »
JolSt legal rosponsidility and opersts as two pepts of the seme
board. A diagres of Lhis has boen shown by Pref, Sempel Elleon
in hig book ('Aspect of Menagsment) as fellows® &

2e Dre NeKe ‘Changing Petlorns of Cosporate Hensge=
uf’ w Pablishing House Fybe LLde New Delhi, 2nd Edne

3 nm Semyel ‘Aspects of Menagomenti', Pepgemon Fress
*  Oxford, 1wke Cdne 1031 AetB, ' '
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o :’

This typs of ssnagmeent is fﬂhﬂd by many Europesn
Counteien, such as Frence, Italy, Holend sic.

The tzaditional bosed consists of the Chaiemsn, ths
asnaging dirssiop (chisf sasgutive), hesds of persting divisions,
hasds of functlons (much as finence, persoansl, ssrketing, pre-
duction, sdeinistrstion), and soas non<exscullve dirsctors.

Most of Lhe full time dirsctors have got Lthe dual role ~ ap
diractors of the enterprise; they are respansible for he gom~
psny as & whols for its long ters stablliity and beilsr perforsence;
and as head of opegsting uniis Lhey sre Lo scl es repressnistives
of their depsrtassnia and look sfier thely ssctionsl intorest

snd often to be conoarned vith the short~tegm benefits. This

dusl role sometinep leads Lo conflicls of intspest,

Thees are difficulties of sverleping povar in treditionel,
tvo=tier as well as two=part bosrd. As Lhe menaging direcisr is
Lthe only common membae in leter tvo typs of bhospds, there ia
denger of insdequils and blesed information flov bedveen two
bosrds and asy rosuit An sowe wuluil diatrush.
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Thess difficuitios con b svepsens in Lwo ways ~ fiesk
through sppropeiats precedures such as jsinl meshing of L
tve boseds Lo approve snmnusl scoounts Sl in sush 8 jJoint
saeiing, ainutes mid olher docuomenis of Liw sxecullive boapd
bealing clrculatad to all the sssbaps of Lhe poallicy boapd and
saking representstion of Lthe sssbars of L exscutlive bossd
st the mesting of the pelicy boapd snd sscondly, with increass
Joint menbepship, All thess ssssures sre designed Lo prove s
harsonious reletionship belesen tha tuo bosrds and at Lhe m
tina to emphaslize thet oach has iis ow role Lo play.

_ Thege heve baen mush cunteavercy sboul inclusion of none
sxsculive diraators In the boerd. Bul, in our apinion, thsy
can play & voapy ilmportant pole by seking velvasble contributions
for Lthe ssnagessnt of Lhe company by ceapon of Lhely vider wnaw-
ledge and expegisnce gethered from outside.

G4

In India, the system of ynitsrey sisucture of board is
usually followed, Legelly, ths board is the tpustess of the
shareholdors and all the asmbers of the board sre ths reprosen~
tsiives of the sherehclders. In our emperical study of 15 compe~
nies Lt has baen soen that west of the cospaniss ape asnaged by
the hosrd wilth saneging dicoctes (BOX), 8% of Lhe companies are
monaged by the bosrd anly sad 185 by the two-tier bosrde Therse
19 no tesce of vorkera/Eaploysss’ cepresentatives in Lhe bessd,



204

Dut af the T5 compenies, Lhere is only ons compmny vhers thers
S$a one pooples’ represenistive, T8 conpenics s reviewsd by
us having 121 disectors out of which 82 (1.0, only 11.205) sre
noninegtad by \he Govepnment or public Pinmmciel instituliens.
(Details sre in the next chepler)

Beb

Bosrd of dlrectors In Mm Compunies As principel
asnsgenent crgen of the cospany. The ssnegesent of Lhs sffairs
of the company ia vested vith tha bonpd of direstors m‘m
powses sxcepting Lhoss vhich age spocifically ressrved for L
gonarsl meetings by the Ast or Lhe Articlss or menorandus of
sasocistion or otharwise sust nev bs done by the bosrd ef direc~
tors (sostion 291 of the Co. Agt, 1356). Etwery company sust
have dirsctors snd At 13 no lenger possible ts have shege~
holdepesannged=conpsnica (ssciion 252}, The povers srs, howsver,
not conferrad on direclors individusily but are veasled in e
bosrd of directors collectively wnd the bosrd nust sz s genersl
rule act in bosrds' mestings. The company is entitled to Lhe
tenefit of the collective visdon of Lhe boned of dirscloprs.

The boerd oust neslk st lesst onca in swery thres calander months
(Section 285). Ths bosrd may, hovever pess resclutions by sis~
culations provided the drefl resclution is being circulasted

wikh the nacussspy pspsrs Lo al) direstors or sll seubags of

the conalltes snd being spproved by the digectors. The nusber
apperoving ahall oot be luss than ths quorus peguired (tection 289),
To constitute a vallid sesting of hoeprd of directers i\ is
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necassary that notice of the mesting shall be given in weiting
to svery directos fop Lhe tise being in India and Lhal & quarum
be present (Sestisna 206 snd 207). Carteln povers of Lhe bossd
of directors can anly be easrgissd by rasclutlions pssssd ol
meetings of the bosrd, nsasly, pover to oake calis on shares,
powep Lo Lsmue debsntures, pover to Anvest funds of Lhe compmny,
power to aske loens stec. (Sastion 292). OSespd of dirsctors aof
public company or of & private compeny which is subsidiapy of
public company sennol, oxcept vith Lhe consmnt of such company
in s genepal amaoking, oxacuts to ssll, lesss or disposs of the
whale ar substantislly the wvhole of Lhe undeptaking of Lhe
company, raait or giva time for rspeyssnt aof any debt due by

s diracltar, invest otherviss Lhen in Lrust seourlilies, ele.
borrow monsy in oxcess of the sygragats peld up capital end
froe roserves ote, (sction 298)e

Though the shove aps the funclions of the bowrd of
directops, at presmnt asny sre of opialan thet Lhay heve beuome
Just iike subber stemp.

1n this connection ve cen aentlon the stetement of en
oxpert woslorn exesulive Sir Leslle Selth, Ageording Lo hia
the bosrd is not & pubbes stanp. The ultissts rssponsibility
in the success or fsilure of a company, or for Lthat sstier aven
ainoe incidents of loss or an sccident, liss with iis doard
of dirsctors. [aking his viow clear during s lacture on the
‘Role of the Soard' st the dengsl Chamber of Cosmerce wnd
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industey st Calauits en Jenuary 1808, Sir Leslis Selth seld
thers can be ao queshion of pessing the sulk downverds. With
this abjeative in viev it should parisdically snd thoreughly
review the pasformensgs of Lhe cempeny. In Lhias cennesiion e
agntionsd the role of nomimsn directoes, vhioh he ssid showld
not be reviswed in Apolstion putl in Lhe Letelity of Lhe interest
of Lhe compeny, It should be Lhelie duty Lo impert Lhelp
speciel skills tewsrds Ahis end, He told thel the bowrd should
aot heve sny seschlonsl repregmtation. Un Lhe positive slde
he sald Lhet AL §s Lhe duly of Lhe boapd Lo disech Lhe affsirs
of the conpany on Lhe steengbh of Ats collestive judgement.

To snsurs the wigkion of the oollectivity, it is importentl
Lheb Lhe sembers of Lhe bosrd are cerefully shessn, Fipst
and forsmost, t. benrd should have & knswiedye of Lhe company's
businsas as slse the financisi resoupces of the acospany. It
should have & long snd good rapport with Lhe gmisy ssnsgeeent
ond a toush or fesl of the socis) and soenomic milieu of Lhe
vorksrs. In his company, Lhe Seitish Oxygen Company geown,
he ssid At was Lhe presiice of sending Lhe direators nﬁluly
to vislt the fantories. Whether onc Ae & full or pert Lime
dirsgtor it ves incumbent upon his Lo bring h_-h spegial expe~

tise to benefit the oapmy.‘

The sbeve sletssent by an supesisnssd snd enperi
sxesutive bears sufficient teuth Lo aske Uhe 'senrs’ offestive
bub m&M prevalling in Iudu Ls diffesend Poow Yhed of Lh-
UK ane¢ t.he USA in many respect.

-

4, The Telogreph, Csloutis, Lhe 280h Jenwery, 1885,
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e Sonalalaans. ol SLISGRS

Seatien 285 of the Conpanies Ast 1968 prevides Lhet
notwithstanding enylhing conlelinad in this Ask, Lhe artisies
nfumrurnmiﬂfum.pwamtlmm
two Lhipda of Lthe Lotsl mumber of Lhe diesclors of & pudlic
company o of & private cospany which is subsidiery of e public
company, sccerdiag to the priaciple of prepestionsl rupresentis~
tion, whaethes by the singls Lrensfegsbile vols or by & systes
of cosulstive voting or othepwiss, the appointaents being ande
ongs in osyapy Lhpee ysars and intapia caminl vecsncies baing
filled in, in sccordamcs vith Lhe provisions sutatis snd sutandla,
af section 262,

In Indlie, sséarding to Cospanles Agt, 1355, Lhe hoasd 1
Lhe suprame policy « making as well s exesutive body., "Suk
Lhere is still s long way 4o go befare Lhin becomss s Pect in
the great ssjoprity of Lhe lerger public lisited componisse A
study of Lhe vorking of the baacds Ln some Lypicel compsnies
mpmén the belliaef that many of Lhes do not really nenage the
operations of the companies concernsd snd are jusi duanias crsated
by rubbes~shanp rssnlutions dictatsd by eilhey a doninank ghisf
sxetutive or & poverful inside sansgesrisl group, sr by presinent
sharsholders (aflepe controlling the compeny with o minepily
intarest). In thelr ayss the board in 8 newsssary aGlisense
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which aaisty aclely bussuse tiw laws mys it M‘o's

Obsnpvation in this cespact made by Feler Drucker As
ralevant Lo asntion which is in fach tpus Lo Indian condition,

in saslity, the bosrd ss congeived by tha levessher is
at best & tired fictlon. IL is perhaps nst Les wush Lo sey
that it hes bscows » shadew king. In sost of the lergs cospe~
nies, it has An sffect besn deposed and Ats plocs Lsken by
exegutive msnsgssent, This aay heve boen schisved in the fora
of 'inside’ besed, Lhet is ona compossd sxclusivaly of exscutive
asnasgasent men vho sset the first Monday Inevery aanblh to supop~
vise and Lo approve vhet Lhey Lhemselves have bssn doing in
other Lwenty ains deys of the month, Jr Lhe bossd any have
becoms o mere shovcase, s place o inject distinguished nemss,
vithout informstion, influsnce, or dasire for pover.S

It is & foct that in Indis still Lhe sajoritly of the
large privete mector companiss are conbrellsd by povarful
Pamilies ar groups resulting & genarsl leck of understanding
of s bosrds’ resgoneiblility for the ssnagesent of & sompeny,
Or. NeK, Setgupta statas very clsarly the Indlen position in
this regerd in the following vosds @

"Vary often difecters look up thasssives ss just nominaes
of Lhe contrulling geoup, or of Lhe chief sussutive, end fergat
thele trun sole as Lhe compmny's top snsoutives. Company

5 ;n " Bpe "MK, Petlegnp of Corporsle

* M‘Milm w Pyt Lidey Maw mlhl."m.

PP 207-208,

8 Dpucker F. Pelar, The Pragtice of Mensgeasnl, Reprinted
* with mr:auua'lm. Heinsunenn Lendon, P-}h.
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officisls ull too often Lesal e und s 8 group of sdvisees,
or 8 body vhess only ukility 1lles in publis or shusehelder
ralations. In sther vords, Lhe genspsl luppession Ay that @
bhoagd is sn arnamental Dady Lo bs pul up with. Thase stilludes
have Lo be chenged befere cur corporstie beseds oan rise Lo Uw
position which the law heas assigned to thom., uUncs these elti~
tudes chenge othepr steps Lo aske bourds effestive will suleme-
tically felleve”’

But the quesiion is how can this stillude bs chenged?
Jup propessl is that this can be done by aaking sheuclursl
conpensnts of Lhe forestion of hosrds The boagd should be
coapossd of all the ingredients who fora Lhe company, The very
idea thet *a cempeny is 2 soclal ergenisstiion, beneficial te
tha sucisty st lurge’ must be developed. The represantatives
of Lhe bospd if come feon different anglas Lo represant diffapent
intapests, then Lthe gensral chaepvation of the boards' function
as "menaging the company’ or 'scting as trustees far the money
and interests of tha shapsholders snd of the Corporstions’ weuld
changes The concept of trusiesship «~ "Oleesters aps Lrustess
fer sll ingredients Ancluding Lthe secisty" alghh bs schisved,

it As high tise Lo 7ind owl some process in ogder o
sake Lthe board effsctive, dmanic, sensible, innevstive and
responsive. In this respest it L warthesationing Lhe statenent
asde by ¢l Arsbinds Rey, forser Mensging Disectase, Warren Yea

1 Openite l o NoK, * of
. 2 Sengupls O - c:ngm Patiems
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Lid., Culoutts in his seticle "Seerd of Directsrs”, "lndisn
Soapds are essentislly comtpaled from m-u-."

~ As & mepgure Lo makes the Honpd effesilive he srques 1
“1¢ Soasrd In India have to fulfll theip role An Lhe sone wvay
as Bosrds of fully professionally sunsged Mt_i 4 siom=
whers, not only will nonesascutive directars heve Lo bs puld
sdaquatsly for Lheir lebeur snd counssl dut more isportant Shen
thet, shareholding necds to be videly diffuseds Until that
happans, Lhe Bospd will tand e De the endessing body fer »
particulap, Af conteelling group's desires. Unless finenciel
institulions exspcles thelsr rights and send in & penel of hend-
picked seasonsd businepmeen Lo verlous Bosrds and belef Lhem
periodically, this will not happon sasily. With the laplesen~
tatien of the Forelgn Exchangs Regulstien Agt (FERA) in India
and ths lsunching of Governasnt agction Lheough snsciments of
its serl slsovhers and the wide dispersion of mstlens) publis
shapsholdlag by Goverrnment dirsctive, We sre seving Lovards
this desirsble cbjective of professionslly sensged conpmnies in
thw tpue senss. nco 8 process like Lhis hee basn stasiad on
® vide mnls, it vill continue o seve in thet direction,*?

») s bossd mushk bE SutonNoneus,

b) the past of Chalsasn is inportant as he sust talke AL
upan Ma shoulddes Lo neks the Boapd vark ss & Lees,

8., Ray Apsbinds, Board of s A geibique in the
. edited by G, wu l;damhmh:
tion, Managomend MHouse, New Dslhi, Ismt. Cdn., 1003, P-247,

8. Ibid. Ray Agabinds, 1983, PP 267288,
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¢) the Doard sumt. devote Lhempelves for palicy seking
lssving the routine work,

a2 senngenent sasouistion to be crested to have & welf-
reapasting professional senagonent in lndla,

The funations of Lhe board sre expected Lo be perfopmed
properly and affactively if the smientific structuse of sanage-
sant is foseulated, If Lhe sterucluss of Lbe boapd Aa ocrgenlsed
on functional linas it will gensrals Lemenss help Lo Lhe esxecu~
Ltive sanagesent of the Cospopstion. The slze end sosplsaities
of the company ape inceessing day by dey. The continued denend
by #he labour forea Lo participste in capital as vell as in
managenent cun no longep bs svolded as Lhe constitution of lndie
has given guarentes for the workses' perticipstion in ssnagemont.
Apart from AL, Lhe benks end financliel institulions have bescome
aajor stock-holdesr of Lthe sost of the coapanias in India. The
public institutlons vent Lo Lake 2 more dicest lntapest 1n the
active functlioning of the bospds of companiss in vhich Lhey have
invasted monoy, They are lntepssiod to sneure Lhat the right
kind of cospeteni professional men are adegualaly repressnted
on Lhase boards. The Govesnmeni, aa the only psco;nised body
to repragent custosers, supplisrs snd slss Lo uphald public
interest has come forvard to reprasent the bossrd. Thage As no
singls compeny Ain Indie which hevs nolL borrowed soney froa
nationsliond benks. They are requirsd S0 ssnd Lhair noninsos
to the baard in which Lhey have geranted losns.
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In the future, by the procsss of ovolution, the bosgd of
the compsny shell be compsed af ths representotives of a2ll thoss
intarests involvaed with Lhe sffalra of Lhe cospanien. Thape are
the signs of heslihy growth of ths corporste systos whish will
bound to take plsse in the nsasr futurs,

In the neat pset ve shall Lry Lo discums officlal jolnt
sector froee of managessnt end develapmont of joint ssutor
concepl as enuelated by Op. L.C. Gupts, ODirector of Ressapch,
fnstitute for Finenclal Monagemsnt of Romeerch, Madras (1974},
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6.8

*Joint Sectop' is & "mile~stons’ Lovards Adeal fore of
company sensgement L.s. 'Multiple TwooTisr Bossd's This conoept
as 8 nay msnsgenent steuctuss shot into prominence sround 1969+70,
The nusber of such prodecis had boen fev ot Lhe inltial slegs.
Alr India stertod ap 8 joint sectoe, tlolen) orce ves almo @

Joint clan to invest in the State. Some expspisentsl jolat
sectors have been vorking vepy succaessfully in indie. Festurers
of thelr capiisl and ssmagenent stpucture srs noticeadbls as
follaws ¢

a) the participating financial institutions are taking pagd
in sanegesent;

b} the mr“clpatlné finasncial institullons oxtend Lo genagrel
conteral aver the coaposition of Lhs bosrd;

a) they are sangding propostionats pspresentations Lo Lhe
board al least in goms cameag

d) their conteol extands to ths melsction and remunestion
of sll top mensgerisl snd technicel exccutives.

It 15 @ 'joint sactor' project of Yessl Nagu Governaent
heving project cost estinsted st As,T1.} ceores flosted An
Fobruapy 1912,
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e)

d)

»)
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IRA DO I AEURR O 2 R . A L _ SR :
IL i 8loo » lorge jeint sschbor project with institutionsl
participation flosted in 1372 heving preject sost estine~
ted to bs Rp.07,50 creres.

It is on illustretion of amsll siawd Joint sectop, flosted

in the yoap 1972 with estissted project sost eof Re, 3.7
groped, promoled by the state owned Punjsh Indusipisi
Developmsat Corporstion Lisiited helding net less Vhan 3

per cant of its capital. The boapd of diresiors As consti=
tuted with 8 scabers, 4 sre nominsss of Lhe Stats Governmant,

Euntal desvacien bisitad ¢

By participsting in nst less Lhen 51 per cenl agquily by
the Punjsb State Govegnuent (Lheough the Funjeb Stats
Indusheisl Develapment Cagporastion Limited) 24X by Lhe
private sectop papiner (Esst Indis Holals Lislled) end
balange 25 per ceni by Lhe gensesl publlic, this joiat
seator flestsd in Lhe yesp 1973,

Tha tindd_Subher Lisiiad

Though it wes flosted An 1972 as » privets secilor saterprise
insbitutionsl pestisipation in b sensgement is conaslidere
sble., The 1081, IFC, ICiCl, LIC and UTI heve sight te
naslnalas upto thres directors se long as say poslien of
thels loan/debentures remsins oulatanding or so leng as
they had sharss 8s » resull of undepvritinge The U.PSiats
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ladusteial Corporstion Limited (vbally owned by the Utlep
Pradesh State Govepnment) will have the pight to noslnals
upts Lvo dirsclors se long es AL holds sny shere as @
result of Llis undepwriling.

Othar oxenplos of susceasiful Joint Sectop snterprises
ape Lhe Gujsest Stats Fertiliser Cosporstion snd the
Gujarat Napesde Fertilisse Cosporation. In Lhe yese 1988,
Biher Governmenl launchued sucssssfully four jeint msetier
projecte. In vest Sengel, Stata Governmeni, in order o
sooslerals Lhe scononic growih of the Stata choss as &
satise of policy the systen of joint meulor prejest fer
Heldis Pelrochesicsl and Salt Lshe Elesctyonics Complex
which hes begcons 8 astlar of hol dimussion md geines
specisl isportance hegsuse of Lhe laft charsstar of the
State Governmonit which ia sentlionsd hars &

TASLL RS FRANAS L &R, PO0 JAEL. 3

west Sengal Industeisl Develepment Corporstion (WBIDC)
ohisined & letiur of indent fop » pelre~chesicel Complex
st Maldis in the disteict of Midnapore, Wast Bangal., An
sgressent vor singed in Caloulies on 23pd May, 1988 belwean
WBI0C end Me. R.P. Goanka snd his son, Me. Senjeev Goenks
of the Duncans Group for sctbing up the projsct in the
JoAnt sector, The qquitly shering in Lhe compeny, which
is to be fopmed soon vould be as pesr Lhe uwuel nores,
vhareby WBlDC would hold 26 pse cent, tho Gosnkes 2% per
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cont and the rest would be offered Lo Lhe publice The sstinsted
cost of Lthe proposed project has beon scsled down Lo Re.G48 creres
fros Lhe sarllier sssssmmont of Ra.833 arores. Very recent bulletin
published by Mp. R.P. Goenks dated the Ist, Novesbar 1988 which
statas Lhat the sstimsted Froject Cost of well ovar Re.1200 creres
nakes HPL Lhe single biggest joint sscltor investment in Indies
The project has already mnede oonsiderable progress.

PeCe BANERIL, Chalresn (Chelrman, West Bengal Indusirlel
Develaopment Enmnu-n) '
RePs GOENKA, indusisrislish

TeGe BROCA IAE: {Sscratary, Commegce and Industries Osporiaant,
Governaent of Wast Bnql“ '

PoKe SAIKAR IAS (Se Finsncs Osparbment,
Govepnment of Wast Dengs .

S+OUTTA 1AS (Exssutive Dirsclar, west Bangel Industrial
Davelopment Copporsation)

VeGo RAJADHYAKSHA (Fosmarly “‘f""" Hindustan Lover Limited
snd Mosbar, Flawming Conmission

:’ .S:iﬂ}msa (Formarly Chalpeen, Indisn O)1 Carpesrstion)

Ppof. Niresal Boss, the stats commerce snd indusiries
ainistep, Lold "The Econcalc Times" (published in Lhe Zgonomic
Times, Calowite, Sunday, June 3, 1988) Lhatl West Bengal is »
tokewoff stage for paplid industrial development. Ths state had
slrssdy wads 8 bresk theough in Lhe slestrenics fleld, whils
the pstro~cheajcsl conplex wss nov & reality, Stating the
reasons for jolning hands with the Goanks group to setl up Haldias
Patro~cheaicals by wWest Bengsl Indhsteial Usvelopment Corporstion,
Chief Minister ssid "1 did not Leke sven 8 half sinuts te make
4p By alnd viwn Mg Ret’s Gosnke mel s with ths propomel e
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iaplesent the petso-cimalcal cemplex. I dn not want sy Stats
to turn Anto desspl” Lhe Chief Ministep poinisd owd.

Representetives of Lhe large forelgn mulii-astienal
Corporstions have alrssdy sat Lhe Chis? Mindsbar of Weosl Beangsl
to fore ssny joint seator peojects An Wast Bengel.

Laft Pront Geveynment initially dependad to the sanimus
on the prosise Lhel sacouragesent ahould be given Lo publle
sector projects. Sut Lhe State Govapnmant did nol ashks aush
hsaduay in thls pespact becasuse the Stale Gevernamnt hed no
additional asonsy to expand public msector undertekinge.

MinistapvineChurge of industriss Prof. Nirssl Sose sald
we found no altarnative bul Lo sncournge privets ssstor to
come fopward® in Joint ventuss wilh Sists Govesrnasnt, He ssanp~
ted that thags Lis no objesction Af sonopely housss and sulile
national Compenias gome farwepd in tLha jeint ventuse prejaci.

The lndusieial Licensing Felicy Inquiry Commities (Owtt
Commitias) in ALs report (1969) secomesndad Lhatl whepever public
finsncliel iastitutions had provided substantisl finsncial essie~
tance Lo s privete msolor company, they should considep convesi-
ing the loen indo equily snd sheuld siso tshe sclive intepast
in ths ssnsgeasnt of Lhe undertaking se ss Lo dovelep AL as @
Jolnt undegiteking, This ves svespted by Lhe industrial lloew~
sing policy of 1970 end sflervards it was taken as Industeial
Peliay of 1973, '
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Shel J.R.0. Tota's spocch sl the snnusl Genesel Mesting
of TISCO on 44h July, 1972 stabed "Considering that directly
or indieactly the Governasni slesady contpol 4 gep cent of
the voting sighis in the Company, it is clsar Lhal any sppre~-
clable Ancresge in thelr shareholding vould sutomaticslily
convert the stasl company ints a 'Governmont Compeny' as defined
An Coapsnies Aot and into & Joinl ssclor cowpany undop sny
possible definition of the joint sector sbout which ve hany
a0 wuch t.nélr.m '

Naturally sccerding Lo Dp. NoK. Sengupts "Pprivels
Industey vieved it as @ ruse for backedeor neticnalisstion,
Coverssly, laftist opinion snd ceprlain ssclions visved it s
8 thin end of the wedge by which lerge hausas will re-enier
the Industrial scene in » big way end defest Govapnsents' enti-
concentestion policy.® He concludes by stating that "cleasrly
Jolnt ssctor Ls no segic wand, Bubl AL couwld heve besn and cen
still be daveloped es & vary useful snd effective foprn of senege~
asnt, wharever Govemeent hes substanilial, Af not sajerity,
flnanciel intaeest.'?

s) In the ssthed of nanageesnt theps is ns previsien fop
vorkera' participolion in ssnagesents

10 shel J.R.0. Tetes' spesch at the anmusl gonsrol seebing
* of T15C0 on 4th July, 1972,

t & P NoKy Chan Plttm & rets Mensgenent
ViRGmh Publiohing PYe. , Now Dedhi, .
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b) there is no praovisions slso for Govepnmenk's nominm
to Lhe boned Lo pepresent the consumsps, supplises
snd to upheld public Anlerest}

g) thers i3 no systam of dbenk’s represantation to the
board as suthorised by Lhe dispersed sharcholders;

d) sharing of cepitasl wnd perticipsting nominses are ssde
in srbitespy manneg, Froportionste pastisipatien in
bosgd in pelation to capital is not followved in all
Joint sactos projects.

Be8

Op. L.Ce Gupta, Dlrector of Remsapch, Iastituts for
Financial Managsment & Ressagch, Medeas in his fascus bosk
'Corporate Management snd Accountasbility Towards A Joint
Sector' (1974) developed the ides af Jeint Secler Movemant in
Indla. Deflning tha masning of ‘'Joint Sector’ te statas “"The
tars Joint Seclar” ia applied Lo an undertohing vhen both its
ownspship and conteol (which should bs distinguished fros
day~to~day sansgenant) ars sffactivaly shagesd bhstwesn public
ssotor agenciss on the ons hand snd the privels group on the
okhse. It is » totsl alscenseption Lo suppose Lhet Lhe Joint
secter Ldes implliss 8 combinstion of public anverlihlp end
private senagesent, Tha besio ldes underiying Lhe concept is
8 cosbinstion of jolnt ownsrship, joint contrsl and professional

-mqm.'“
12 Gnm e Ce Wlll :
A+ ot T 4 %u- Tiohca on oosal? v
&guxz fop ; S$al m ;g ﬂnm. Madesn,

[ ] &
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Thas joint sector idess was strongly asdvoceted by the
Industriel Licensing Fellcy Inguiry Cesmittes populssly
knows as Lhe Outi Commitiss which sbassves.

"The ‘Jaint Sactar® vould An our viev, includs units
in which both public snd privets \nvestesnt has taken plege
snd shore the state takes sn sctive pert Ain direction and
conteol."t3 -

It may be mentionwd here that Ore Gupts's Ldes of
Joint Ssctor is guite #iffepent from Lhe Dutt Comsities’s
recomnandations of Joint Sector on the felloving peinty @

3) Dutt Conaittee had nsver Lhe alightast thought thet

' the joint ssctor could posalbly ba supseior nol only
to the privels corperats system, bul slso Lo & diesat
state=oynceshlpy of Lndustkeyi Or. Gupta's ldes af jeint
soctor as an orgenisatiaonal sefura for Lhe large busie
ness misrprises, can be mn\m s such » substituta
for the public ssoter as for the ppivsis corpsrele
syskon,

i3) tutt Commiitos eupheasized the Lden that finansiasl ssslis~
tance end equily-holdings should net be noemslly ueed
by the stats end the public finensial institutions for
sppropriste psrticipetion in Lhe privels sestor soncems
30 susiated, needed to be firaly set aside. While Op,
Gupta's support of substitution snd justificstion for

—a P i i e A

13 Indusipeial Lisen Pelicy Imnquiery Commitloe’s (Owit
* wun) Main R‘::grt, ﬁ‘zm{,ﬂ indla, New Delh},
. .
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the joint secter visswyis ths privete msetop 1s derlved
basically fron ths problea of sconomic pover and eccount~
ability the csss for Lhe joint seclor vises~vis the
public ssctor rests asinly on the nesd to secure peo-
fitebls opeeation.

Govarnment of India's thinking, the ®joint ssctar' as a
ﬂmmi concept, sppliss Lo nev projects only. An srbdi-
trary formuls has slso beon lald down peescribing the
respactive porcentages of sguity capital to be hald by
sagh of the pertiss Lo & joint sestor unit, the formuls
being 1 asmrmtumuuwmcowuau
sgancies (genarally the stats industrisl developaont
Capporstions), 25 per eent by Lhe privale collsbopating
group, end 43 per seat by the publics Hovever, the
percentage of share holdings may be flexible., Dgs Gupts
sdvogstes the propustionsl repressntstion for public

or institutional shershaldings. Persllal %o ths poliay
of ssiting up nev projsatls as joint sesbor units, snd
stonding somevhat in Luolation fpom ik, is the policy
of making all public Pinancisl institutlons Lo particie
pate agtively in Lhae conkrol end ssnagament of concarna
sssiated by theas In order Lo further such perticipetisn,
8 general palicy has besn sdopted undse which lending
institutions sust receive an option Lo convert s partl of
thelir losns into squity shares. |
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The teo ideas ~ the *joint ssater' end institutlionsl
psrticipation in assnagerisl control » have s common element
and s comaon alm snd should, Lhersfore, ba visved Logather,
The officiel thinking on the problen has reained semeviet
plegemeal snd the twa idess have not besn praparly Anksgrsted
into s coherent officiel policy. Fupthep, thegs is ne clesr
appesciation of Lhe isplicstilons of these policies far spers~
tional sanegement, nor is there clarily sbout the sima to be
schieved, '

Thesefore, De, Gupts's joiot segtor ssens the public
sharsholding and institutional shassholding jolntly snd assnege~
meant of ths Corporation is vested to the privete and iastitu~
tional nominees. Accupding to Or. Guphts, Lf jolnk sestor
systen of sanagenont aould be iatrodused then contgel of group
of family could be chagked, shureholders' demserscy, tould
bs estsblishad, Governmentel contpol will be ninisised snd
defoots of privets sector §,.e. evasion of Lsx, sonowntissting
the sctivitiens of senagesent for »slf intepest os wil ss Lthe
deserits of public segtor in burssueratic systsn of sanagsamnt
such as presgcamtinetion, nspotiss, red-taplae, strang hesded
adainislrslion wic., could ba slisinaled.

8410

i

: i ! l I

Oup Ldea of Multipls Two=Tisr Sosrd is o development of
Jaint Segtor Managomont syaten as snviseged by Df. Gupls. Undep

A -y

14, Opeeit. Gupls Op. LoCs 1074, Pe3,
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this systes not only institutionsi shersholding snd propore
tional rapresentstion heve besn given ssphasis, the workers/
suployess' perticipstion An sanagemeni, Governmsanisl peprticl~
pation theough nominoss to repressnt the customer, suppllier

snd soclety st large have bsen given dus sonsideration,
Governamnt's psrticipation is nagessary bssause it is Lhe only
recognissd institution having power Lo represent sll sestions
of people of a countey. As such, ve suggest thet boesd of
nsnagemont of corpopaste sector should sonsist of (Pallcy Bosrd)
vith heterogensous slemonis and theough propertionsty represen~
tation of shareholders and financial insditudlons. The chalirsen
of ths Poliay Besed who vill be sluays fros smongst Lhs Gevern- |
mont nominees end be sesponsible to being An homogeneity that
should preveil in any besrd. The ssuspianae of the spirid of
proportional espesssnistion is prevcondition Lo bring n any
changs in the steructuse of cospany ssnsgssent, surisileent of
the poveg of the group or fanily ssnegessat mvd desoerstiss~
tion in gompany munsgenent and subseeve Lhe integsest of e
shareholders and other ingredienis of Lhe company. 1n ths nase
of complete homogeneily, beards of dipecters should net besome
rubber stanps of vhet Lhe msnaging or the sxesutive dirscter
asys or does. With a chalrssn, pesasssing both ablility and
integrity, it should net be difficult Lo produce hamogensity
and st the same Lise getl the bensfil of thae different points of
viow an the funsiioning of sn iadustsisl units and plang for
Ats sxpanaion end diversificstion. Reciprossl inlareats of Lhe
partisgipents in Lthe bosrd will sun Lhe csspeny fap balisr remuli.
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Anobther peint of difference botveen oup sugoesied
formet of corpsrete msnagesent steucture end 20 called jJoint
seqter viev s Lhal by direst participetion by Gevesrwent,
banks ‘pepressniatives, vorkesa/saployees’ represuntstives
apart fren shersholders snd finsncial institutlonsl proper~
tionatas represantatives, would being a closee reletlonship
hetwvesn Government snd business snd tenge relationship thet
prevells dus to aisnmdepstanding cen bs ainisliesd. A good
relstion betvesn Lhs mansgeaent snd drade union would help
to being in industeisl pesesces and ssourity. Company ahell
be able to got long tarn finanuce from finsacial institutions
and short tese finence for vorking capitel from banks.

As tha Policy Bosrd vill be compossd of different
slenmunis, any plan or project will be discusesd vilh pros
and cong and sn Antelligant, jJudigcious, relevent doslisions
As eapegtad to be taken by the board. Thags uill be & systes
of check and belanse in caorpossts Goveprnaent,

The sxescutlive bosrd on Lhe other hand will bs campoand
of internal professsional onployess vho will sest onse or tuine
» wesk snd perfors thele duties under the dirsst wupervisien
of Managing ODissglaor.

It is Lo be pomssbered that nominses of Lhe Government
or financlial institullons msy be 80 pep cent from oculsids
experis ond 50 pep eanl fpom the Govarnasnt enployses o2
enployess of the finansial institubtions, Government snd Senk
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aay saploy professionsl saparts ta depuls noniness to Lhe
coRpEni ve.

Belt

"."‘L'ﬂ'..-‘.- e Tk h: i H b F DY LA R
'MARASAS Tuo-1i0r Dastd Srinas of _"sicains ¢

Pallsx Sased ¢
If wa suppose thet the peliey bosrd is constlitutad vith

12 mosbers, than ssubers repressnting different Lngradienty
are suggestesd to be appainied in the folleving ashreg »

1) 1/3 of the stpength of Lhe board L.¢. 4 in nuaber Lo
s the repremsntstives of workera/enployses, duly
elegcled by then,

2) $ sanbap 18 to be noalnatsd by Lhe Centeal Govesprment
ond ¥ by the Stats Govepnment in the Siaste vhess Lhe
gcospany is situeled, Lo sepressnt custonss, suppllers,
sraditors Lo uphold public interesti.

3) t nesbepr of the bosed will be the represantetive of
the Bank,

4) Sey fop sxsaple, Lhe weid compeny hes LAsswed 100,000
Equity Shares, out of whish 40,000 are held by Finane
cinl Inmtitulions and 80,000 sge held by the publie,

5) In such » csse proportionsl sepressnistion of shmre~
holders’ representstiives of the Financisl Institutions
snd public will be 2 and 3 respactively,
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8) Tha chaiguan of this boerd aust be Prom amengsh Lthe
srspregentatives of the Gevemmasnt Sank sp Finsngisl
Institutions, The Memaging Dipssior shmll bes feem
ssongst the reprosentatives of ke public, company
(holder of shere) eto. GOelh Lheass efficers are Lo be
slestad by sll the nanbers of Lhe Beapd.

Sanckive Baned @

Sisilaply Af we suppose Lhat Lhe snssutive beepd 1o

constituted with 10 wenbars then (he ceaposition bs suggesiad
to be ss follows ¢

1) Menaging Directar of the Coapeny will be ons of Lhe
ssmbers of this boayd and for his position ho vill b
Lhe president of Lhe bospd,

2) Othep 9 sembers srs L0 be sslected by the Felicy Desed
fros saongst Lhe profemsionsl ssployses, possibly
hends of differont deparisentis.

Acoarding to Lhis systen of sanagensnl s cospany is
regardad o3 8 wclel institutlion; a nost laportmnt seans fer
ell round develepmant of the coumtey. As such, Multiple Teee
Tier Ssard may be defined ss & Lethnique of sanagenent of o
ssapally by two bourds =~ Fullicy Ugeed, sonstituted with Lhe
represmiativen of different constitutenis fepeing s company,
baing lanovalive, rewponsive, affective and retisnsl 0 serve
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theis intecest and uphald public interesd, sslaly sngaged

An foraulsting broad policy snd strategys \he mssend beerd
ingwn as Executive Sosrd constitubad viih profeasionsl
ssployess who sre sxpectsd Lo exest Lhelr full gepebilitiss
for the proper snd offestive sxssution of the peliciens and
strategles undertsken by the Folisy Boasds Frefessionslise~
tign, msnsgesialion, propactionstis representation on Lthe basls
of shepsholding, benk's and Gevernmenisl pepreseatation to the
palicy bosed, intpoduction of modesn Lechmolegy end sbevs sll
culainstion of bensveloni self intsrsst with an outleok of
national intarsst ond public velfsre are some of the conditlions
for its succass. The chalrssn bsing s person posseasing
supech personslity Ls placed in centeal pesition of the Poliey
Sasrd whils Managing Dipectos sesrving ss & linkasn hetveen
Policy Goapd and Exscutivs Soard will be ex~officic president
of the Exssutive Boards

The propossd format is shown in Figure ... 4, the
detsils of vhich is given in Past 11i,
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We shall sitsrl this parl by sentloning Lhe statenent
of Geogge Goyder, ons of Lhe beat known sxponents of Lhe
concepl of 'trustesship' ides ¢t "lndusipy in the tysntisth
cantupy cant no longsr Do regesded 83 & privels sansgeamnt
for enriching shareholdera. It has besone s jeint entarpeies
in which vorkers, asnagesent, consuesrs,; Lhs locality, Govem~
mant and Leade union efficlsls sil play » part. If Lhe
asysten vhich ve know by the nases of privals entesprise s
to continue, some wvay aust be found to emhrsce the many
intaprasts vhich go to nske up industey, such aa Lhat batuesn
the vackers and sharsholders, is et m!mt being resclved
by hil=or-miss mathode) by strike, negotiation snd compronise,
lesding to & Purther process in the sems arder, snd se on
"sd Anfinitue’. The slternativs is Lo crests & structure in
industey which pecognises sech of Lhe pacties as having
cerbain definite rights (with thele cerresponding responpibli«
118380) legal constitution of the aingle coapeny, in such
8 way that the tension in industey ssy bacoms cspsble of
resslution et the board room table of Lhe individusl satarpriss.
But, before this is possible must be first discevesred in
industey, » besle of jJusiica upon which to pales the spucture
of the compeny which detepmines its formel responsibilities
to the party to industey, we musl ansnine tha legel stpucture
of the lialisd llebiiity compeny snd sse Lo what extent At s
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capable of adaptstlon aske pansible fuyll ce-epsrstion Dstysen
Lhe parties Lo industey on » basls of Justise."'®

We ape Lo find oul cerbalin nev steuctors of company
ssnagenont which will include the best expseisnces fron
different countpisa, vell sulted to sur oanvironment wnd tew~
dition but within the Preme vork of our conptitution se thet
boasd of directors of Indian Companies can be sffective,
rosponsive, sensible snd innovotive Lo taks the responsibili~
ties of national developmsnt which see axpssied from Lhes,

An ideal fapmst for thm structuss of company asnageasent
is Lo be cpestod which will ba in the lina of twoellier boapd
of msnagement., The first bosed mey bes tepmad s POLICY BUARD
end sscond bosrd ss EXECUTIVE BOARD, POLICY BOARD will be
constitutad vith the proportionste rspresentatives of the
sharasholdesrs and finsncisl institutions (as financisl institu-
tions, at prosent hold a substantial pertion of equity sheres
in most of the large companins). There should be nlso one or
tuc Governmant nmmuun{npnmwﬁn to look after
Lthe intepest of Lhe consuasese, suppiisrs end seoisty st lesge,
Proassbile of oup constitution itself declares thal Lhe sie
of the state smong other things is to sssure Lo all citlizons
socinl snd esonouic justice. Ths Directive Peinciples of
Stats Policy relating to mocial and sconomic setters {Asticles
38, 39, 41+43 end 43A discerded ths old docteine of laisse:

- -

18 ders The Ffulure of Pnn Enberprisns
* ol oienuaii, Oxafece 1564 . *
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fair wnd astoblished Lhe right of Gevesment Lo regul sia and
conteol privite business in @ desstie msnner. Thess reproasen=
tatives vill be over and sbave as peraissible under presmnt
statutes sithor for sanctioning lown or undsp Lhe apecific
provisions of some othee statuble llks Andusigies (Dewelopment
and Regulsiion) Agt, 1974 (Lhe Centeal Govapnmont is ewpaversd
teo sppoint any nusbes of directors in a cospany to protest
public interest) or mcording Lo ssetion 4U8 of tLhe Companies
Agt, 1968 to chegk opprassion end ol seansgenent .

Thare should be slso the systes of incluslon of banks'
reproscatetives to the board. Feravisions should be aade 8o
thet small investors in shaps capilsl could deposit theip
shares in tha banks and sulharise Lthes to repressnt (o Lhe
bosped. In order to stop Lthe ugly blank proxy bsitle, the
germen gystem of Senk’s repregsntative to the bosrd is expected
to pley s vital role An coapsny eanagesent. Apsrt froa it,

& cospeny is sluays depsndent on banks for its woeking cepital,
The peprosentative deing proxisity vith Lhe msnagesent if
convincad and setisflied will seet Lhe financisl requiresenis
Llsmedistely,

Thers will alsc be vorkers' participetion in asnsgesent
a9 the Articie 43A of our censtitulion hes provided as such,

The Secher Commitiee (e high poversd Cosmitles appointed
by the Governmont of Indls) Aspant (1979) recomssndsd for
‘worksrs’ purticipetion on the Sosrd Jevel in every cempeny
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which snploy 1000 ar wers vorhsrs s dafined in the lndusisial
Ol sputes Agt, 1947, provided 8% per eant of Lhe workmen decids
in its fevour by seceel bellot. Thoss who ars sgalast it,
argue thet the deasnd for such peprsssnistion does net sppese
Lo be strong end thet the Leads untons ses, in feat, agelast
it. They srs afrald of Lthe fest Lhet homogenuily of besrds
aseting could not be sainteined, On Lthe olhwp hend, the fact
rossins Lthat most of the continentsl countries heve provided
for eapleyes=pasticipstion ab all levels of company sansgesent
yery successfully, Being fully in agesssent with Lhe sesemmen~
dotion n{wrd&ng vorkers® perticipstion in ssnagement end
saphtal, ve suggest Lhat one thipd of Lhe board's n-ln‘l
should be verksrs' repressntatives.

There is no doubt of Lhe fact thet s csriain degeee of
genuine vorkers' participstion with Lop managssent vill be
halpful Ain promoting graster productiveity and snsuring betiss
sotivetion and bping shbout Aindustirial pesss.

In the board, Ahs nesd for some oulside ‘professisnsl
direstors’ 1n the privels sespersts ssntor hes siesdily grewn
An pecent tises, They come fron » miasd Deg of prefassionsly,
velasen conpanysen ez indusipislists and pstised Geoveprnamnt
cospeny officisls, bankers sr efficisls of Lhe finsasisl inge
titutions. Thw professionsl dierscher should be shie to dip=
Linguish betwson ‘mum satis?s snd steategic melters, wnd
conusentrets his limited Lins and snergy on Lhe latlar, Y is
slso pequired Lo velsh Lhe funclioning of Lhe beard and ta
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propase through the chelrman such changes ss he considers
necasssry. Along vith Lhe othar aembers of Lhe besed, he
shares the responsibilily of freming the corporsie objestives
and polisiss including long rengs planning, theip implesen~
telion, ang pecforesnce~rivew Lheough reperting sad menitor~
ing, and of saticipeting and Inltisting changes vhersver the
environaant needs it., It Lherefaps, sppears thel cutside
dissctors properly sslssisd froa the pight king of pesple ean
strengthen corporete amagesent, 5till there is » great con-
_:333. se rogords Lhe real sffectivenssa in company sensge~
asnt on imslusion of directors from outsida. Feter Oruchee
geve @ solution to the probles of the Latue of inside and
outside directors. He hes questioned the wisdes of exsluding
outsiders completsly from the beard. His sgrument is thet
the bosrd s ossentially not sn orgen of asction suespt in
crinln, but of review, appralassl end sppesl, snd it ls Lhere~
fore .83--3 thet it should sontsin as assbers persons free
osutaide who ers detached from cpsratiens, "who cen lesk spiti~
cally st the prefil plenning of the compeny, its cepital iavest-
sent policy, its menaged expenditurs dudget:”'® e Lheesfore
ueges Lhal Lhe beard should consist of "parsens the bulk of
vhom have nevor ssrved ss full tine officera of the company,
who sps likaly Lo see things differently, Lo disegree snd

to guesion-aspegially Lo guestion the uiﬁg on which
the chief sxsoutive Lose seis withoul, vauslly, kneving thek
e S _

18 Petap F. Opvchep, Frectice of Manageseni, 13860 edn
* i.glga ’ ‘
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it is asking theme To obtain rosl bemefit from Lhe Sosed its
assbarshlip sust bo cersfully sslected and Lo get the pight
kind of peopls that coapany needs, board sombershlp will heve
to bs made financiaily stirsstive.'’? The spportunity of
inclusion of oulside dipsctors in Lhe beard of Indien cespanies
hss incremsed as financial inghitutiens can nonlnate such

dipoctora.

We slzo suggest Lhat in Lhe asnsgement of compeniss
in our countey, intraduction of two-tler boagd is sssenilsl,
due to "Lhe gradunl aposion of the Sosed of Directors ss o
functioning organ of the sntsppriss.”'® The siudy tees of
the Administeative Refore=Commlasion on the Company Lav Adainipe
tration slso suggested the passibllity of the sduption of Lhis
pattern of Luwo~tiee boseds In Indlen Compeny Law on the Gapmen
sodel. Thin Gepmsn practice can he sald Lo have reconciled
"the prafsssionallsstion and growing entraprencurisl sols of
exasutives Llaeding to thale inccsasing selfeselisncs end
i ndapendongs of judgesent, with the inarsssing proswmirs end
control exoriod by intspasted groups such as smploysus, Lhe
state or the reviving foree af shareholdars®'d Lhe exsoutive
board symbolising the lattes. In kesping with the genspel
trand in continsnlel counteies, st losst sows soapsnles in
indla ssems Lo be maving in Lhe dirsction of entrusting sstusl
ssnaganent Lo groups of ampleyse ~ directers, st lessh infer~

sally. Guest heen and Willian hsve intpodyeng 2 aysiea of
W A AR A e WAt il

11, ibdd PuiT,
‘ 8 ] lhld PO'“O

19, Conpunien Beyond Jenkings, PEP, P81, Qusted by
; NyKe s beok b {
Senquptas ﬂ";‘ . I: am) " ng petismng of
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divisionel bousrd wilh the divisionsl senaging director as
distinct feom the gonepal beapd whish by the nature of things
can not bs wary such sors diffapsal from the Gersen supervisory
basrde A.CeCe slmo snnounced in the press on the 1T0h July,
1385 Lo be msnaged by the bosed ssting Lhwough Lhe sxssuilve
comnittes sf the bosrd of dirsctars. Sign of Lhis Lype of
sensgesent is slec visible in Mahinges & Mehindre Lbdsy The
Sombay Oyaing Menufsoturing Company Lide, Aghok Lesyland Lisited
snd alpo Tats Igon & Stesl Compeny Limiled.

Mp, S.K. Shatbacharyys sn sainent sulhor in ths subjeach
sl a0 supportad Lhe intpoduction of TeoeTior Bassd Ao coapeny =
mawthlu india in Nis leading num.“’

By the end of Lhe T0s Lhe iagtitulional nomines in Lhe
Board of Directorn hes become sn endamic Teature In Lhe Corpo~
retc moansgeoent scens, The tolsl numbar of noninee~diceclors
opagating Loedsy on behalf of the cenirsl finencial institutions
(IsBl, IFCI, LIC, GIC and UTI) will be in the peglon of TOU,
Sul ever the ysars, Lhs nomines diractors have sserged as 8
major \nsteumant for ensbliing the instilutions to pratest thele
intagests in Lhe sasisted company aa' alsn to sepve Lhw intsrest
of the compeny itsslf. The nominee director con bde ssid S0
shoulder a Ariple responsiblifly, viz. to the compeny, to the

R iy
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ompany’s shere-holder snd to his perent institution.! The
fungtions sssigned to Lthe nomlnoe dglrselers by the finsncisl
iastitutions under tha 1371 quidelines con he mmmarised as
follovs 2~

1) They should not only wfsguerd Lhe intapsste of Lie
| tnstitutions, but siss werve intarest of sound public
pelley.

2) They should bs sccountabls to Lhe institutions whish
thay reprowent.,

3) Thay should kesp themsslives fully scqueinted vith the
sffales of Lhe concepn, Without undus interforence in
dey=to~dey sffeies, they should heve constructive
suggeations Lo Lhe sansgesent in sll isportant opesre~
Ltional setisrs.

Thepe gulidelinmes contain chacke=lista for nomines direce
Lors covaping areas such as financlisl perfarasngs of the
conpany of projsct execution An physical and finsncisl Lepas.
They also lay down that Lhey alvuld repert to the insiitutions
sll important matters including thoss discussed at the board
mesting, ond eny wmpecisl points which in Lhelr opinion call
for spscisl ationtion in courss of pariodicsl inspecilion of
the assisted concopns by the finencial institutions, Mp. V.V,
Gupts in s erticls ‘functioning of Bosrd of Direcloss s Hole
of Governeeni Nm' stotes that "sven An tiw privets ssciop,

21, puoc.ux.cum mdmﬂuw
Vlmf“‘ m mﬂ Pybe Lide Now Dslhi, 2nd
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in certain industpiss resched s proportion vell beyend the
capagity of sharehalders’ squity, Thus stasisd pertisipation
sither by Gavernment disrectly se through financisl instite~
tions in thair equity. With suah pegilcipstion come eatesnsl
conteral on Ahe affelrs of the Companioss Anvarishly in the
fora of sppointasnt of nominess of the participeling agencion
on thsie Wh'aa He aisc obsarvas "While they ssy ast
influenae the wvarking of Lhe companies dirsctly, Lhele pressnce
.on the Sosrds puis the senagament on notice that thelir pepfor~
sance is being wetched, Though It La sxpected Lhal he will
make An conformity with sll the Goveenmont's declared pallcles,
in reality, aven heving only ono vote, by his posilion he gels
an sdvanteags which he gen wse when nesded Lo swing the Beard
sound Lo Mas vl&wmm

At preaseni, thoy are 'umwu taks vital degisisn
far ar against take=aves Lids, Laking into censidessiion of
national interest as regards pouping of foreign exglangs
through the nomwgesideni Indians. In the cess of OCH{/Estebs
«VSe Swars) Psul saneging direster of Caparo group of Beilish
based compeniss, the finsncliel institutions headed by LIC took
s decisive role, |

We suggest fisstly Lthe sspressntstives of the finmncisl
institutlions ehould bs on Lhe Leslas of preporilonsl shegs right
(voting system) in which sven Af Lasiitution's sherehelding ia

Ny e i

22, Apticle by V.Re Guptas, Functl of Seapd of Olrectorm
| Red .'7 s« GUPLE, m |

L Nomines in Seok
leem mum:mum-

inpogat I S waralirgey e “'"‘“%*—‘3: "‘ﬂ!‘m

23, Ibld. P-491,
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lans Lthen 30 per cent thay will be stls to repressmt in the
Bossd of directors of Lhe coapanies in vhich Lhey have got
shares.

AL present Goveprmani has besons the owner of sesl the
financial institutions snd shessholding of Lhems lnstitutions
becamre more Lthan 50 pep cent in private sustes companies,
though thelr holding vepies fros one compeny Le snether. This
change has coss fron svalution in & most natersl eay.

Jhe Gantative daard
The svailebllity of managerisl tslanis for hisrs end

the dependance on smpleyess sven st high desision asking level
i1s fundanentsl Lo any business orgenisatisn, The speaieolieed
institutions provide trained pesrsonnel wie ocan taks chargs of
sxotutive work. In sveey countery in overy fora of sansgesent
an axacutive bady is inevitsble fur mccessful complotion of
brosd policy Lsken by the tap amnagensnt bady. AL pressnt, in
indls as there are seversl institutions groviding sanagerisl
Lraining in diffesant swpect of managemont, Lhe svalisbilily
of technical papsonngl has \ncrossed to & substantial eatent,

8y revissing the snnual reports of the 75 compsnies
(Vide chmptep Vi1) it hes Desn seen Lhat Lhoush srramgesent
by board with Menaging Dlssclesr is popular in Indis, the Awo-
tier board aystem is gsining populasity dey=by-day,.

If the fiesk boapd La constituled vikh sepresanistives
of different cstegorios of people as cugpeshed by us, then At
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will be really an sffsctive bady for Leking concarted decisien
and oversll supsevision, Bubl only ons Meneging Olrester e
anseutive~ineghargs will not be sble s disshargs Lhe complie
cetad spesislisnd Lype of achivities, Memaging Olrester, no
doubtl takss Lhe sssistancs of Lhe wxperl saployses. It will

be nore effective Lf thane spacislised eaployses vho uree ol the
ssns Lime profassionals srs given stetus of Presidents, Viace-
Prasidenty eto. and included in the snecutive bosrd for entrup-
ting collective responsibllities,

Over ond sbove, sll part~tisms op fullellas direclors
including senaging diresctors should bhe lisble Lo potiresent
by cotation but may be resppointed in aacordence with Lhe
regulstions included in the articles of Lhe company.

The manager, as a sslarisd sasgcutive, Lis nol slso an
alisgnative Lo this. HManagemsont by Henagep has nst been at all
populesr in Indias Out of ssventy five companiss reviewsd by
us only one company, Elestric Lamp Henwfecturing (lndis) Limited
(s subsidisey of Pelco Elsstronics snd Elssiricals Linitad) As
asnaged by a bosed conglsiing of 5 direstors snd with s senager,
Tharefore, this systas should be sbolishad fros Indlae The
High FPowered Expert Canaiiles on Company Law snd MATP undur Lhe
chalraenship of Justice Rajinder Sashep, August 1978, alss helds
this viow, Ggard sight sheange, affecting the pesition of the
asnaging dicrsctor. The extend of chenges In Lhe boerd weuld
resct on Lhe funstioning of ths asnaging direstier deponding on
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Nis status in the esspeny, Mis relstionghin with the bospd,
tha extont of his intarest in Lhe company and his tesms of
office, Uns pertinent quary An this segard is vhelhep mueh
fundsmental changes in Lha bsapd, lleble Lo dlarupt Lhe con~

tinuily of ssnsgeneni.

The pressnce of sxscutive bosed Ls expested Lo ssintsin
continuity of the fundesantesl peliclies of the canpany which
vould M&lc sven Lhough changee acour in Lhe formstion
ef pelicy boaed.

.14

A

tnder sections 285 of Lhe Cospanies, 1556 At ia
optionsl. This stolion ie snacted on Lhe recosasndation
of the joint sosalilles.

This sestion is anﬁd Lo snable einoritly
groups sweng shageholders to have one or sere reprepon~-
tatives on Lhe Bespd of Directoen (Lhe financlisl instie
tutions else shell heve Lhe pight Lo send thelr peoper~
Lionste repsrsmsntativen)«

"In the USA proporblonats repressntation by Lhe
systea of cunulative wvoting is in vogus in ths cess of
ssveral Treding Corposetisns, Thege is N0 reeson vhy
sueh an egquitebis vay of cepresanting sinsrily intepent



should aol bs sdoptad in Lhe public intarest ts give
represantatisn Lo sinesities on Lhe bospd of Dirselors
of lapgs compenies sageaged in tha predustion snd dip~
tributlen of sasentisl commoditiens. Over and shove
this system of cusulstive voting is sinpls snd verk~
sble,*2

18)

Frecticslly Lhe proposed sxsoulive boesd ie Lo
be constitutsd with the amployss-ppofessionsis who will
meet pogulasply within s shord intarvels ssy onge, M
necaseery, Lwo in a vesk, They will be pasponsible for
ths total sascution of the subline plan and progreans
sat oubt by Lhe POLICY BOARD,

The aovemant towvagds professionsiisstion hes sise
besn influenced by Lhe groving develepment of prefe-
ssional end sansgement sdutation in Lhe countpy. The
legiglastive chonge in Lhe Companies At in 1974 ppeviding
for the compul siey appointaend of 0 gquelifled compeny
sscrelary In ovopy public 1linited esompeny having peis
up capiisl of Rupeas m)v five lakhs or sare has new
becone & statubsry obligation as & result of n Ast
pasead by Paglisment in 18980, Along with the existing
lnskitute of Chmelored Ascoumianty end Lhe Instituls of

il A - Wiyvabale

24, Remalys A, "Guide Lo the Cempenies 108h Edn, 1504
Wadiwe and Cempany Pul, Lides Nagaue, P-838e
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cosha and warks Acgcounients, the Instilute of Csapany
secretaries should sleo neke sveil » lerge nueber of
quelifisd professionels for Lhe lndian Carzporets Sestes.
Sisllsely, the thees taghitules of sansgesent st Ahme
dabad, Celoutits snd Gengalers snd » nusbey of Unlvup~
sitias providing senagensnt sducation, age asking
sveilable en shundant supply of sueliffsd seneger.,

PR I ’ .ok
SEnacsment. Shaic M

The geporl of tha Adainistestive Refopas Cosmle
ssion elss touches upon this conteoversial isme, vintiwe
the growih of a collegists rathar then personsl fore
of msnagement should not be snsouresged by business
leaders. Thesre sesas some fapes An Lhis saller, as,
spart frow the professionslly contralled forsign come
poniss like Hindusthen Laver or Metal Bex, sest coapanies
havs traditionslly viewed the board ss the least offec~
tive organ, as mare an sraasts forsality than Lhe real
top exscullve and palicy ssking bedy. A grost esjarity
of Ltham spe crestures of the chisf suacutive sr sk lenst
of tha conlrolliing group. The sanagement sslact as |
directors only thoss sen vho are willing to b Just »
kind of ‘subber stenp’s In such s situelion it 3
difficull to lsy dewn sny lav sheut the cellegiste
sxecutive. The celleglets sxsautive Lis necesserily »
batter fron of menagemont Lthan ons men sensgesent in
terns of cantrol or m&m?

26,

Senqupte Dfe NeK, = ' Fetiepny of Corpesete
Vikas Publl Houns N: Lidey New
Deihl, Eon. 1983, " ' e
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Gevepnaeni/Financlal Insiitutes' noainee diree-
Ltors should play an sffestive sole wikth thale honeslh,
inlslligent snd axpesienced endesvour end perfors Lheis
dutles not only for the betlureeni of the cospeny bt
slse for the developsent of Lhe vhole mclety, In
futuse Govepnment and finsnclal institutions should
noninste axpesiencsd and qualifiad persons as dirsctors
tc the hespds of the Companlss.

The chairesn should be & men of vasi experionce
and supeprb personality, vho vith his plossent pepsona~
ity ond dehaviowr vill, not only conduct the mesting of
the policy board but saleo sch e sn umplee of the debals
snd bring in homogansity in diverse siswenis of Lhe
beards There should also bes e very sfficiant Monsging
Oirector vhe will ash as & link batwesn Lhe FPallicy Soerd
and Lhe Exocutlvs Sospds As on snesutive head he viil
be President of Lhe Exeovtive Beapd and by virtus of hs
position, he will be rogardud ss Lhe nosl eoffsative
saaber of Lhe Pellcy earde The policy besgd will
recelve operationsl peporl sand conmunicets polisy t»
Lhe sxssutive body theough Mae for Lhe peoper soplicstion
and Lranalation into proctise the pellcy end projects
foraulsted by the POLICY B8GARD,
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vl)  Auteneny af Lhe ssnscensnl ¢

Thers should be complste 'sutonoey’ in formula-
ting thele own pollcy end funstioning, Governeent sust
not intapfare with tihw day~io~dsy agministration of the
cospeny, Cowmpany will bs hound Lo follev the bread
sconusic princlple snd indusbrisl palicy farmulated
by the Goveagpneant, They will siss sondust thelr sstii~
vities as dirsated by Lhe Compony Law snd other cslavent
lows relating to compeny msnegenent,

Govarnnental requl mion and control of peivete
industries has beon o comagn phanomesnon An neaply sll
the deoveloping countries and soms developed commbeing
in the vopld. But Jupen snd somes other South«tast
Asien countelies, 8.9« South Kopea, soem to follow a
fagn of contenl which ip » complete and pearvasive ea
anybhing one can think of , but a conteol which is
adainisiayad not thwough any discrsilonsgy cese~by~case
sarubiny, but theough a pelesnsl Mandarin type of
sdeinistestive guldonas snd supscvision,

- "Jepenese Govermsent officisls bellieve Lhet
business is inespable of amsking satisfactory decisions
by Lignlf end that AL ig ssammilial for Govermmend Lo
provide guidamee snd vigtuslly svepy aspect of m
t3ens"2® Incustey scespted this lesdership provided by

- -~ Wi

28 Hadley, Elssnoe My, ‘Ati<Teust An Jepan', Ppineston
- thv;::ur F’nss..'s'm, F=390, '
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the adoinistrative bursavorscy for whish thers is, hovaver,
no lagal or statutory basis, bul & sush siranger bass which
L8 provided by s desp senss of national pstrictism, 8 dusirs
which Ls shaped aguelly by Government snd business Lo bring
Japan' s econouy sbrosst st the level of Cusopesn snonomy

meagured in pep capita inoome lﬂ-ha

"oyt of discussions botvesan Sovernsent and the pelvale
anterpprise, autually delasminsd natlional taggels sre wapksd
out. Private sntoeprlass pledges to cerry these sut. Govepn-
ment, an itp sida, pledges special favours such as mubsldies
snd taxstion msamsurss. Mitusl conesnt end bllatersl methods
abviate the needs for lsgal mpuldcn.““ The pesult is Lie
aascgencs of a 'concerted ssonomy' or asre phcturesquely, the
'Japen incorporsted'. In South Kores and Francs, Government
contpols companias tiwough adninistrative gulidance of Lhrough
the procssas of indicstive plenning, Thase lessons see to be
taken in Indls for sllaination of ail duplicollion of vesk,
the stresm~lining the adsinistraliva process and sbove el
for veosting 8 good relnuim batusen companiess snd t.hl
Government.,

27. UeS onpuuut of ca-p a'f:' The Gevermend
B;d'm Ralstionghip, w Ahe Bosk, Governmont
snd Business in India, by e Sengupia N.K,
Allied Book Agensy, Calsultas, § PeBB o

28, runutry of Intepnsilionel Tnul ang Indusiey,

mslud in &tﬁy. Elaanon M, m g

Peincetaon University Ppass 1370, P-398,
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This As sseentiel for Lhe inlsoduction of this
sathod of company sduinistration. Frivats sastar
conpany, Ltry Lo svede taxss dus Lo high rels of Lanss
snd Lthis is one of Lhe causes of genspatlion of hlasok
aonsy.

Governaeni’s declsion of raduction of corporate
tax linit of saxisus rate 30% and sieplification of tax
struclure ars sapocted Lo shov good remuli,

SeCe San An his famous book *Company Action in
the sodern ssteup' sisled, "Thare hes bosn s melomose
phoals of the Corperation. Froa privets sapitsliise AL
is nov corporats cosmmiasn of s non-merxist veristy.”
Incraasingly At is being realisnd Lhat 8 menager in
mgdeen company ls not in the position of an owner but
in the position of s trustes who hes the custody of Lhe
company®s veslih on bohelf of the compeny®s shereheldess
and slso hes voll defined sesponsibiifly towvapds othap
intarasty like the conmmers, Lhe vorkers and the public
at lagge. With thase changes the sharsholders have bemn
sadused to the pesltion of just a suppller of caplial
to ths compeny, no longer its ownep. Uns eainont suther
expounded Gandhiji's philosophy as uncdee t “Nelthar the
sharsholdoss, direstors, sanaging agents, techniciens,
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and Lthe labourses, jolatly or ssverally, not svan tha sisle
19 the sbmaluts ewner of say Andustey. They ars all comtel-
butors Lo the working of the industry, snd Lhe different kinds
of contribuless sre invesled with diffepent funciiens for e
sfficient working of the industey., Evapy ons of Lhem sumd
uss Lhoss pover honestly snd delligently and Leke as sore from
AL for personsl congusplion Lhet vhet is Just end propes unduy
the conditions in vhich hussnity round sbout him livem,"d

This indsed is Lhe highost vision Lo vhich cerpessis
philogophy has only now started spprosching. wi Mshetlas
Gandhl profounded several decsdes ags Lis comming Lo be Leue
to~day. As the corporate asnagsmani is devslieping, Lhe concept
of Gandhiji becoming mere snd mers true. Fras Lhis it Fellew
that ths conpsny asnsgement aust kesp in view nel only Lhe
interest of Lhe ouners of Vhe capital bhut slse of the vorkers,
cornguners and sven the consunily si lagge.

Absoluts poverty is » st of penslising sircumstances
that ssverely impeir the individusl®s pursult of thet vesy
potentisl. 1L is the direct denial of Lthe bensfiis of develep-
ssnte Ouring the struggle far fresdon of Iadie Lhe leaders
sade 8 pladoe Lo the nations Gandhiji, the falthar of Lhe
netion hed no. doubt caulionsd Shet Lhe fissk priesitly for on
indepandant ladis sust be Lhe removel of poveriy. He seld
"ve may net be duceived by Lhe wealilh Lo be men in the sities
of Indlis It comss Prem Lhe blesd of Lhe poerssi, I hnew villege

29, hw-'grmmmm of
m(immm .ﬁ.h.w
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ssonomigs. I tsll you thel Lhe pressure fros Lhs Lop
arushas Lhose st the botiom. All Lhelk is necessspy is
L0 get of f Lhalis backs. The present distress ls undoud
Ledly insuffesable. Feuperise aust go,'>

For torsulating nev strustiues of company Rensge~

asant oF chelking out gorporsts plen, Lhe varning glven

by “ohatas Gendhi suphk bLs resonbared,

The first and fopemost objsat in to reduce
the dosinency of fomily control over mest of Lhe
lerge coapaniss, 0Olig, visible and invisible _.!3..
group/geoups by helding nominal amount of contpoll=~"
ing sherss are capluring Lhe contpol of Lhe mammge~
amt of the cospmnias and this had crestad » tee~
asndous problan in the vhole aconomy of Iadie.

Prof. John Kennsth Galdrssith siated "m0
grast is Lheir povar Lhal Lhs stais may bs in seme
sespure sub-ownd, Oul Lhe sarkel in Lthaopy reasing,
Lthough impepfacily, & decisive force. The monapoly
prosusss profitsy what it on ashs As ulbissisly
sub ject Lo Lhe decialons of Lhe consumers »s e
vhat to buy eop not to buy. Though he pays sere

30,

Elsuan;g%t.iin.
Effech on the of cerporets matoe’, Articles
ﬁmwu-.-.ln»a Seceatapy Vol A1 Neel Janwery 180%,
L L
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then he should to Lhe ssmopolist, the consuese 53 Still preswe-
sbly severign. Big business hes undoubiedly becomas bigges,
sore powngful, sore sanspolistic, still the snti=trust lavs
sre absalutsly indispansible to the teaditional inegegy of

Lhe privete eorpecstion,™

Famous Writor, namely, Fred i, Herris sleo geve llluse
tretion of corporste power An Amseics.™ 11 is equelly Lrue
in Indla. In this respest the observstion mads by Me. AeKe
Hazaprl i Aspoctant Lo ssniien,

In India, contrel of sven Lhe large companiss, is etill
genspally sssccisted with the holding of s substantisl blesk
of shares, usially rafsered Lo e the contrslling blacks This
hes given pies Lo Lthe phenomenon of » family groups dominating
the private industrial secior, & phenomenon which has sttrecled
auch commsnt in recent ysars. The size of gontrolling blocks
in individusl companics varies widely, and in sopt cases the
blocks rapressnt s significant alnority ownasshlp only, the
ainerily centzol being wmeds possiblo s 8 result of Lhe dipper~
88l of the remsining shereholders win togeiher own Liw bulk of
the equity,*3®

34 Galbgaith Joinn Kewath ¢ ‘On the Emu Asnge o
. Powee in su""':am' ‘u"'m" Retph m'"a""‘"
Sroshnen ld-n. ' York 1573, P 48,
32, :ﬂ s Ry Afua-'u- s uﬂmhnm "
W‘h.gpu GM J mﬁlﬁ m ﬂ.::ml:;
atnt D3iou,2od Cromn 3. fark, Gresamen *

33, Hulﬂ a.x. ‘The strusture of Lhe cerpersties privals

‘ﬁ“{a .mrwmwud'
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whatever be the asthed by vhish a sansgenent soqulires
and asintains its control oves s company, ii ia generelly
true that the shareheldars, even vhon grosaly diesstisfied
wilh the sanageasnt, sre Lavepristly unshias Lo disiedgo id.
This i as such a fact Loedey as st was in Lhe haydey of Liw
asnaging sgency systea in lndia,

The nopusl recousse for o dissstisfied shapsholder i»
to shift his investaent from ons compsny to snothsr pathes
than Lo sngage in longthy end dowblous betlles for remedying
nenagerisl shoptcoaings. It in o hutur'auumu for Lhen,
they conclude, to shift capital Lo a profitsble compeny Lhan
Lo conduct 8 quinolic steuggle againat the Anhapent prwer end
antrenched pesition of Lhe managament, Econumle povers gens~
rate political powwr causing thele own bonefits, in sost of
Lthe casas detelaontisl to the intaspest of Lhe nation,

139

This now structurs As expected to sshe the compeniss
sors scgountshle to the shapeholders, Govermsent ang sscisty.
There will be no seope Lo de saybhing 1llegel in thelr sobi~
vities and scoounts. The sosiel Auwdlt aould bs Satesduced
showing nol enly crestion of surplus as tiwir oin snd objes~
tives but auch they contributs for the wvelifars md well being
of the natien,
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With the Antsiligmnt and honest endeavoup of the differ~
end soguenis of pepsong, Lt L expacisd thel, \hepe vil] e
bettar result ond sescth fungtioning of conpuny sanegeeni,
Anclucing eavellobllity of finsnce., A good selebien will be
sstablished between Covernaant and business.

The long standing confiioh batvean Lhe Public and
Peivete Sester will bs vitheped suay Af Lhis ssthod of ssnage~
sant structure is sppllied, ot lesst on experinentsl basis in
Fublis Sester slso. Thare mey b8 provisions and genssel
policy to ssll shapes Lo the private pepsons and allet them
ssab \n Lhe Bosrd of Lhe Publis Secters They san gonder Liwmie
good sdvice for the hellier managsasnt af Lhe compeny. It ia
sxpeclad thet by intpoducing the asystes of senegeeent sost of
the problems including sichness in industeles, registreiion
of shages bokh by resident and noneresident Indian vill be
sclvad Lo & aubatential sntent.

in the naxt chepter ve shall seviow as good a3 wsvenky
five repressnting compeniss under privete secloe in oeder b0
gresp an fdow of Lhe preasnt Lpend and petism of Lhe asnsge~
nent of Lhe ompanies in Indiss



