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8.1 Inkrgduction .
National contpibution of company fopm of business is

beyond doubt, It has alrsady besn pecognissd snd establishad
all over the vorld thet business houssse, meinly opganised 1n
the form of companics, hes s cleap role in ths forsulation of
economlc, political snd anéznl obhjactivas and policias of Gevi.
of any countpy and Indls is not s exceptlon, The ladder of
auch business~houses is, no doubt, the ssnagument patlern. Its
relavance is sll the mors important in davelaping counterlies.
Oup Govwt. 1s slss Leying Lo pavemp and rationaliss the existing
pattaern of company management thraugh diffapent legislations and
control. Sincerity on the paet of the Govi. La cosmsndeble,

no doubt, but fér reasons maprs than one, the sffective snd
desired repult has not yst beaon achisved. That nscoessitates
tnnussrable amendments of existing laws snd imposition of new
lavs over Lhe years, Oy such emsndments and ney loqtalntlnns_

mogse problemp have been croested rather than its solution.

We have sndesvoursd to present detalled anaslysis of
aultiferious problees ragapding ths company msmagement in our
studiss and trled to give some concersts suggestions which might

help to overcome the prevailing hurdles and to schisve Lhe desipad
rosulte,

Diffarant chapters have dealt vith different aspects of
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of compeny menagemsnt sterbing with Ais historiesl aspegt.
Enplrical anslysis has sise besn offesed in relevant chaplers
vith reference Lo s» many as ssventy~five public llaited gompe-
nies in Lhe private mctor to highlighl ocur studies.

We have sndeavoured to sat forth aur saln sppreash snd
findings in diffarent chaptsgsz in brief and show Lhe miggestion
fop affective company sanagesent in this concluding chaptler,

In the introdustaey chapter ve have desit with tha
structure of the company msnagsment in Iadis., Oup ondeasvour
has been gongantrsted Lo top menagsemnt steucturs of Lhe ppivete
ssolor cospanies only. e have Lried to highlight some of the
inhapant dafects of the mﬁmy iav of Indie for vhich respongi~
bilitles undeptaken by Lths pelvate sector companias could not be
fulfillad sstisfachopily by them as At was sxupscled of thew Lo
aasliopate ths suffsringa of the sasses, Businesmmen in Indla
ars of the opinion thal they esee perfaraing thelir sctivilies
resaining vithin the purviey of Lhe compeny lav as far as
passible end somstimes overstraining Lhemsslvas Lo being about
the trus sconomic wall=being of Lhe couniry. They held thet Gewl,
control snd regulstions sre in the vay of thelr full-fledged
efPactivensss, On the other hend, Govi,'s view is thet the
peogreas 00 fap schioved is dus Lo the regulstsd sconomy snd
constant vigilance on al)l ths aconoaic sctivitles of the natlion
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including compsny sansgesent,. In Lha prasoni day conlsxt, in
avspy counlsy, Ba conpany mensgesent is regarded sz Lhe sesh
important spehitect of nstionsl presperily end as in AL, »
manhy pagsons and sc such Mt af wveslih ssrs invelved, Gowl.
gan not somsin sn indiffopont spestastor, Thepsfors, regule~
tion is nesded no doubl, but that aust be in Lhe fora of
atotutory snd Mendesin Lyps, regulatad by lsgislative pather
thon sdalnistrative control but provisions sust be Lhers for
inflicting savare punlshment gn theas wvho vill violates the lay,
Aftar forly ysars of indspendence, not bsing sstisfled vith
the rosult of prepondscesnce glven on the public msstor ovepr
the private scctor end with the steist regulstion so far made,
prasent Govb. i thinking of altemmative saans to sccelersis
Indian sconomy to resch Lhe nay sge of the 2Vsk century. This
aovement stapted singe 1985, Lst us hope for the betisr, We
sapneatly belisve that the aspirstion of the Govi. may be fyl-
£1lle 1P troditional structuse of Lhe company sanagoment 1s
reconstituted an suggested by us in Chapleg Vi,

In the second chapler, we have discussed the histopy
o_f cospeny legislation in Indie, Lhe first snagtesnt belng
made in the yosp 1850 end thapesfiop in 1913, 1935 end 1956,
Afterussrds, every yese, upto Lhe dats, the Ast had besn smandsd
seversl times Lo kesp pace with the chenging clecumstences.
Thage had basn also eseschengss in the msnagesent strusctuee in
four stages., ODuring tha first pesiod, 1850-1946 management of
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the cowpany had basn Ain the hands of forsign managing agents
although seeds of Indian menaging sgency firas geralnated

and develaped, The board of directors ss an organ of asnage~
sant had been completsly eclipsed, In the sacond stage after
independenas, .8, in 18471858, thers had bDesn sbolition of
forelion menaging sgents and sinae Lhen sfforts vere being sade
to give suthority to Lhe beossd of dirsclors for Lhe aenagosent
of ths compsny, In the Lhird stags, ie. during the parloed,
9956=197G, the aost romsphsbls event in the histopy of coapeny
aanagensnt in Indis, among ssny other things, vas ths asbolition
of the aanaging agency systas including the lav-maasds executive
orgen of asnagoment, namsly, mscroteriss snd Lrossurers fron
the soil of Indie on and fron the thipd day of April, 1970,

In tha fourth stage 1.8, during the period 1971 upto dets,
davelopaent took place ragerding the dispesrssl of sharsheldings
as & regult of the anforcoment of Lhe FERA snd MATP Ast end
slso in Lhe sscondancy of Lhe menagemont pettern by bospd vith
Lthe sennging director, Inceniive slse cens in investasnt by
nonepasident Indians in Indien Compenics, Thers vere alss
caspgence of joint ssctor ontapprises and depsndence of private
‘segter campsniss on the finencisl institutlion fee finense sta,
otc, Review of ths structure of Compeny Agt, 1885 including
smandusnts Lhepaon rovesl saong sany othar Lhings, the unpepu
lapity of the asnagemont by senager, ssvera geateictiens en
appolintasnt snd remunsration of the asnaging dissctor, sstive
interforonco of the Govi. by the sbolition of the sxisting
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bosed peplacing AL by the nominess of the Gavi. by virtue of
tha section 40 of the Companies Amendeant Aght, 1874 sshking
coapulpory for Lhe appointmend of a qualifisd company sscrelary
of a compeny having » psideyp caplital of Ra20 lahhs or mape,
This Ast telsd to (1) Fix up miniaum standerd of business intes
grity, (13) make full snd felr disclomspe, (113) ssmurs effoctive
partigipestion by the share~holdess Ln mancgesent to prodect
the intarest of the shars«holders in one«hend and comspany and
society on the othap, (iv) snfarce propesr pecforsanss by the
company sanagsaent snd above all, (v) srrenge provinion for the
investigetion of the offealirs of nanagesent Lo uphold public
integest, 8ut the saondoonts so fap made and dovelopaant
ocoursred, they, instead of solving the probless, aggrsvated
them,

In the thigd chepter, inkeicats studies have besn Bade
an soma pscant ppobleas which have ceopped up and regquisre
inaadiste solutions, such as, (1) nonwpagistration of shapen
held both by ths rosident and nonepesident Indians end Govie's
role in this mattar in view of the fast of pouring in of fagelign
exshangs by invegtaents made by Lthes Lo the Indien Cospanies,
acbliity snd trenaferability of shares, and fele and unfels
taks=over bide; (11) persistent domand of the working fores for
participation in sensgement and gspital in the top ssnsgemsnt of
the coapanies in which they sre saployed, there baing propeiety
of this Llzsus as guarsntssd by our sonstitution end its succoslie
ful Saplementation vith good result An diffepent doveloped
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countyies of the worlds (3)3) the problen of ssonumic power
which still subsists snd dictstas tha sensgeneni parelysing
the effectivensss of the bospc of directorsy (iv) probles of
pudblic accountability and professionslisstion of sensgesent
stc. It has beon sxplained thet Lhess prablems sould be
eessily alniolsed by Inteoducing the Multipls YvoeTiss Boasd
of Mapagemeni ~ 8 ney styls of sansgemeni Leghnique snuncisted
by Usie

The Fourth Chepter contasine the desceiption of the fast
thet our Conptitution contains meny provisions to contgol
sconony vig-e=vis conpany ssnsgemont. Within the sgope of
our conatitullion, strustupe af the conpany sensgement can be
rocongtituted to maks it sore effeciive, sgonomically visble
and soclially rosponsive.

The FAfLh chapler contalng diffepent Lypas of company
sanagenent prectised in diffseent papls of Lhe vorld, their
features and lessons froa Lhngs ssnagement patiegns which sen
gainfully be laplessnted in Indisn structure of ceapeny ssnege~
aent which will suit the Indlen cendition and envisesameni,

In the Siath chaplar discussions have been sade te
highlight the joint sschor movesent in Indis, its further
developseni dus Lo emssrgence of shifting of esonomic power
by the Govt, to coabwlu for netionalisstion of all tiw
financisl estsbliishmants in diffesent stages. Chenge of owvner~
ship of cepitel sust bring sbout the chenge of the structurse
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of saonsgesent and thus the establishment of the jJoint sestos
will pave ths vay towspda the nev formel of company sshsgeseni «
Ahe Multiple Two~Tier Gosrd. IL is & developod fera of jJolmt~
sogtop vhepein sll the ingredients vwho fope Lhe compeny will
represent en the Palicy Besgd:. The snsaulive beerd will consist
of prefessionsl ssployess. IL swbadies in LIL sest of Lhe goud
lessons derived from Lhe counpeny ssnageaent practised in diffesent
sounteies of Lhe vorld. The developmani of contemparapy siltue~
tions in the process of svalution has arsstad scops fopr iis
orlgin. It is sultad to the Leadition, culture end heritege of
Indisn sthos. It ias within the pupview of our Constituiien and
oxpacted Lo fulfil ths ssplratiens of Lhe Presers of our Conphi-
tutlon. 1t will maks the companies not aonly viﬁblc from tha
coonoalc point of view bul will sleso convept them into soclal
institutions to sapve Lhe public intepest aore creditably.

Oup ssveanth chapler conteinz the revisy of Lhe steushure
of the top managemont of seventy~five coapanies on Lhe basis of
the mnusl Reports of thoss Companies (1983+84). This reviev
rovesls sany intsgrostiing fastupes of which the agst isporint
are Lhe prepondspence of Lhe aompany nanegesent by s beaprd wikh
8 asaaging dicsgtor, sesrgencs of the Twe~Tiep Goasd,dependence
of the companiss on the bhanks and finensial institubtions for e
sepitsl. But st present.these is no such proportionsi represen~
tation by thoss banks, finsncisl institutions and Govermment,
Thaes 18 no trace of vorkees' pagticipstion but theee is only
8 single csss of people’s papresentation on the bospd. There is
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s substantisl nusbspe of execulive directors. Although
they clalm ko ba professionals, the fast L thet professionsls
are only s fav in nusbsp,. Thepe 1n only ons company which i»s
monsged by boasd vilh sanager.

B3

Brond suggestions have alresdy besn glven in eagh chepler.
in addition, sose speciflc sucgastions ape slso given belov to
achiave the objsctive »

1)
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inppites of ths constitutlional gussantes and the Incres~
sing demand by the lsbour fopgs for thelr cepresentstion
ta the Loard of Dlpacltors, w9 have noticed no trace of
wipkers' participation in top mmnagement of tLhs seventy
five compeniss reviawsd by us (Chapters Vii), We recomaend
thet ona third of Lhae Lotsl nunheg of aembsrs of the

Bosed of Directors should be vorkeps' pepresontatives.
Regerding asthnd of slcctlion and sall other astiars ve sre
fully in sgreesent with Lhe recosasndations of Lhe High~
Powersd Expert Cosmittee on Companies and MRTP Agl, August
1378 Chepter XI. Ths secommendstlons of the ssld commiltss
in this regard is not only petional snd justified but slse
adaptable in Lhe present conlsatl of the Indien Company
Mensgesent ,
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Ragspding vorkers' participstion in compuny ssnsgonent,
Gavt, of India has snsctad law to appointl & wvoeksy direc~
tar to the boapd of the public secltor enlerprisss (1983
guide lines}s Ovar and sbove Unlon Govi.'s decision Lo
msks it obligstory for Lhe privets sorporsts sestor Lo
provide for o alnioun of 5 per cont shage~holding in favour
of vagrkers snd steff in acass of now capital Llesue snd
intpoduction of special clasa of sslsey-savingeelinked
canveptible debanture Lzasus for the smployses in Lhe
private sector, vhere, they would hesve tha option to buy
the same st a proedstogalned fair Porauls or st 80 pep
cant of Lha svarsge prevalling price of Lhe sheres in the
stogk uarkat‘; these age in right digection tovards
vopkers' pasticipotion in capitsl which will ultimately
alovste the principle of vorkses' participation in manage~
aent, In Mew Dslhi, on July 10, 1988 Mp, V.P, Singh, the
then linistag~in=Charge, Finance and Industey Ehvta of
India sald, "The Govt. is considering Lo svolve s new
schane whersby the finsncliel lnstitutions whils offlosding
shapes in bulk, would sarmssk for ceptsin percontsge for
offloading in favour of workers and stege, 2o

11) Integouction of Tyo-Tiae Seard

te
2e

Thers s groat nocesgity of introducing Two-Tier Uoard
The Econoalc Times, Calcutts, July 1%, 1985,
ibid. JUIY "' 186858,
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systea of company sansgement An Indie. This systes has preved
sucosaaful in Geesmny nd other Eurapsan counteles. Mee SoK.
shatbacharyya, sn sgdent advonste of Teo-Tisr Sospd, states

in his article, "The TeoeTier Dourd is & such sare pewgmetlis
and Toasible proposition An the specifis Indian gontext. Tiwe
problen of menning Lhe tuparviscsy Bosrds by professionals,
acadonice snd senlor business sxscutives is neb seally lasupere
eble, glven Lha array of Lalenis svallable Loeday. 1L asn be
Llaplemented praovided Lhe pagsonnel for Lhe supssvisory Geapds
secapt that the guldsilines regapding thelr appointaent, tLonure
and compsngation are rsasansble sngd atiractive., There s good
svidonce Lo belisve thal msny lspge cospanias swld iike to
sponsopr thelr exsoutives Lo supspvisory Sospd ef other cospanies,
Nationallised Commeapclal Beanks belng supplieps of msjor wopking
capital snd sending representstives Lo the board Lo Lhe come
panigns o suthorissd by shorr~holders can nake ths board effec~
tive, We sre alwo of the opinion that Gerssn sysies of fspro=
sentation Lhrough banks on behalf of the shope~holidess who
suthorisc thely banks to repprogent Lo the bospd sheuld be intro=
duced in India. The follesing lines by an sainent suthor sre
vorthmentioning haps whe is alap in favour of Two~Tier Dosed

w3

"when s board consists lorgely of outslide disrestors, the
directors spe in any case forced inko s sortl of supsevisory
eols by the lisited time and the liaited infoemetion Shey heve,

3. Bhettschapyya Selle Asticles, The Teo~Tiep Bosrd. A pep~
ponse Lo curpent logel end Mensparisl Otlena in the
gm ic ln:gluf Dirnctors in India’s " Notes one
yROBLES, Indis m Appocis on
Edn. 1983, adited by S.K. Chekesborky, Pe2S. ’
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and ths sctusl mensgement comsa to devolve on ths enscutive
asnagesent comuittec vhich asets fraguently end conducts the
day+to=day affaips of Lha caompany. In such & situstion irroe~
pective of Lthe legsl form, the pesull iz for all prechicel
pusposes 8 twoetles board.™ It Ls very difficult te know why
High=Powared Expect Comnittas on Coapanies snd MATP Acks oul~
wasrdly rejacted the possibility of introduction of twoetler
boasd in the companies of the privels ssctor ragarding Lthele
asnagsasnt in Indis, But for all precticsl purposss Lhore age
Lraces of Olvisionsl Mensgosant Goasrd systen in Guest~Kesn
Hilliams, Teta Ipon and Stesl Company, A.C.Ce Compuniss ate,
This trend ks visible in Indla. Wo rocommend positively for
ita Antroduction with some modificstion as wet forkh In Chep~
tep VI,

111)
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in opdar Lo sake the trus democestic orgenigetion, pw-‘
partionste raprasentation of shape~holding must be
introduced iaandistely in gespect of shepe~halding both
by peivete individusls snd financial institutions. This
wethed will not bs spplicsble An gses of workess' dires~
tors or reprasantation hy the banks snd financiasl insii-
tutions which look after Lha smount of monay grented os
loan by thea for proper utilisstion. It is not alea
eppumu in eses of Govespnmeni's noalnes Lo the boored

do m?‘ pls nr. NeKy = chnqiug pattomm of Corporats Manage-
Tane mm F'm;limuq Houss, Newv ODelhi, 2nd revised Q&ln
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for stetutopy purposes or Lo raprasent custosses of suppliers
for upholding the public intepsst, This ssthod will ancoupe
sge in ons hand grestar rangs of disclosure sesulting en=
hancement of agcounlablilliy Lo all Lhe Angeudients whigh
faorm 3 company and on the other hand, concantrstiion of the
sgonosic power would be cantrolled snd chochked sutometicelly.
Undep thams clrcumstances, ve gecomssnd the snforcesent of
sactions 262 and 265 of Lhs Cospaniss Act s sandsiopy.

R

The guestion of profsssionslisation s inteplinked vith

the quastion of Lwo-tier ssnhasgaaent. IV has slresady been
asniioned that the policy board is Lo be constituled of the
minsd bag of substantiel nusbar of ppofsesional peprsonnel
froa differont segments, The sxecutive bospd must be
foraad vith employes professionais having sapepisnce and
tachnical knovledge, sincepiiy end iadspendent decision
making povers. Gprowing ssteblishaent of asnagesent educe-
tion In Indlis has slso encoursged tho movemant toussds
professionalisation of comspany menagemant in India, Though
the process startsd afisr Lhe independencs, it ves sccele~
roted s 5 resull of the FERA, 1973 which required cveey
forelgn company to geducs foreign holding to 40 per cent
unloss it was asinly engeged in certaln gpscifisd priopity
industrlies or in activities involving sophisticated tichna-
logy or exporta. IL 19 evident thet "st the end of FERA
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procoas there vere anly sbout 180 foreign controlled coapanies
with ngee than 40 por cent fopsign sharing and fav forsion
branchos as sgainst sone 682 fopelgn coaponiss snd branches
An 1974."® Introdustion of the FERA requires high teshnolegy
in producing sxpopl quality sophisticsted goods. 1t alse
ceuses wids disporssl of shapeholdings dus Lo Lhe pelicy of
Indisnisstion. O8oth thess csusss indirectily encoursged profe~
asionalisation of the coapany menageasni in Indla.

Anothar impostant point which desspves Lo bo nmentioned
hepe forn Ltha polnt of viev of corporsle menagemont in Indls
38 that "Thare wege sboutl 228 Indisn Joint Ventures with invest~
asnt of over Re.1200 million functioning in shout 40 counteles
on lst. July, 1982,"8

This vill cepteinly effact the inflov of forsign cspital
in one hand and outflow of Indian managspial Lechnology An
sbroade This hes simo unfolded the scope of professionslisstion
of company asnaysment, This sovesent is to be encoursged.

Dispersal of shapsholdings csuses professionalisstion,
Here in Indis apart fpom Lhe FERA, wide dispersasl of sharshold~
ings has slroady busn started by the intpoduction of MRTP Agt
and the Capital lssuem Cantrol Act which faorced Cospasniss Lo
Assue nov sharse or convertible detenturss to the public vhensver
thsy espplied far expension. Thase companies directly approsch
public subsceibers for convertibls debentures in opdep Lo veskan

Be Angwer to Lok Sabha, QQN@Q““' July, 1882,

8 Opescit, Sengupts Op, N.K. Chenging Pettepns of Corporst
v . oan‘ ‘QUP ; . . QYang Po o
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the holding of the public financial institutions on sccount of
conveptible cleuss stipulated by Lhose institutions sincs 19T
in their long tapm losn egreaments, Frofessionalisstion of
company sansgoment should immedistely be Aintroduced in Indls
An apdeg Lo anke the conpany ssnagement Flaxible, adaplsble,
more visble from sconoalc end moclal polnt of view,

Peoblen of ahupohaldxng snd rogisteation thepsof by Lhe none
resident Indisns s The news publlished in the Economle Times,
Calcuttas on the 30th of Juns, 1988 which states that non~
cesident Indians have scquired subatantisal stake by way of

pharen in sbout 20 cospanies, csusing thraat to ths sanagement
of fov companies. They heve bought shares of both now snd old
companies and soae sick units es well, Soms of tLhe non-rssidents

hsve axprassed villingness Lo buy shapes aven st » high proniun
and 8 large numbar of appllicatlions sge still psnding with the
Resspve Bank of Indls. Steliiting off seciion 111 of the Companies
Act which Le releted to share pegistestion in pespect of listed
companies is undepstood to havs snpoussged Lhe NRls to snteg

the market.’

Investaent in shepes by nonesesident Indisns has alrsady
created prableas spealally aftes the declsions issued by the
Judgement jlven by the Soabay High Court in the cass of Mr.
Swvera) Pal VG Cagot DJCeM. Ltd. AL lapt, Lhe Supreme Court

Te The Economic Times, Calcutta June 30Lh, 1988,
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L ssuad Pinal vesdiat in favour of L.l.Ce and olhers declasing
the sction of Lhe Reserve Sank of India 'lsgel’ and thus it
has solved the problen of rogishretion of ohares by the non-
residont Indisns at least to some extent. Thae decision of Lhe
legality of the clsim of Mg, Chhabrlia foe Lhs puschess of Lhe
amjor part of shopss of Shew vallss and Co, is still pending
before tha Company Law Board, The investaent potentialities
of ths none-resident Indians should bs fully utilissd in ordes
to ovagpcome the fopeign exchangs crisls Ppos vhich lndlae has
been suffaging fop the lest Lwo desases. Fpovisions should be
nade so that non-pesidont Indiens epe encouragad to lnvest thelr
potentialitiss An groater extent in Indian Compsnices, This
project hes given birth Lo mansgarlal probless when Lhe lnvaste
aent is sufficlent enough of equily stake Lo ovep~throv the

exiating sebl of oanagement,

As 8 process of libaralisstion novement, the Resepve
8ank brought radicsl shangss in its policy in sllouing invest~
oants by nonepasidenis in 1982, The nev policy sought to
libspaliss, to 8 grsatl extent, the investnent opportunities
availsble to the non=resident Indiens spuclally with repateis~
tion faclilities and intgoduced moesuges Lo siopiify the sxisting
regulations undep the Exshange Control Ragulstion Rules to
ensble the non~resident Indiena to ecquire and dispose of the
shares sasily, The new peguletions slse snlarged Lhe ssepe of
nligible investors of the two schemep-direct mdecription schame
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and portfolic achome ~ Lhe farmer hss boen opepsting
anocothly snd has theown up vesy few opersiling probloss,

But the portfolio” schose has bewn subjecied to seversl
amedneonts and sll kinds of iopracticsl restricticns, Thess
rastelictions are to be liberalissd.

we are of the oplnion that by the Antroduction of
*Multiple Two~Tiepr Board' system of mansgement, thess probe
lems would be molvsd sutomsticelly. Under this systos,
thepe will ba no stpugple for kesping mensgerisl power An
hand. Only problem L1s the selection of tha past of 'Meneging
Diroctor' uho vould be certalaly tho cespresentative of the
group belong to president or non=pesident which holds aejoprity
of shapes, The only impodimant in the vay of AL 1a the
fesr of the Indisn businzgsmcn to loose their contpol of
aanagemont vhich thay hold even with 6 to 10 pep cent equity
shapes, 1f Lhey prove Lheasslves ceally batitep for Lhe
asnagement they will be in power af nensgeamsnt but if in
tha pracess of propuclionsts sepresentetion, even Af they
have 8 small nusbag of shares Lhey will get chance of repes~
ssntation. UOver and above, the noainscs of ths financlial
institutionn and Govt. including vorkeps' directoss vill cest
thale votes for the post of the Menaging Dissctor in fovour
of the peesons, vhothar resident or non-pasident considering
the ability of the person Lo serve Lhe company for the best
Anterest of the natlon,
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One of the asjor hindrences to Lhe copporete manageasnt of
Indka ia ceupad by the existsnce of strong sconosic powses
or greups which send thelsr represeniobive/rapresontatives

to Lthe board to kesp mansgessnt in Lhelr hands and run the
coopanies through the nominsted dirsatorss Such poves
groups rosein sonetloes visible and sometimes inviaslble,

Ag long sa the neabeps of Lhs boaprd seeve the intspssi of

the group or housa, they gemain as dirsctar/dicrectorss They
have no indapendent powes of laking declision to run well the
coapanics, As 8 posult, the concept of the board of directors
and the sultability aend affectiveness of Lhe Hoaprd as en
insteusent of corpocals governsnge are being quostloned.
"Not only spe these allegations of videsppead enviponasnisal
damagss, dunping hazmpdous products of unvapy custonops,

pooy conpunsy services, iaproper connsclions batweon big
business snd soctions in Govepnmant, favouritiss and anti-
caompotitive prectices, such ss, price~fixing snd lntes~locking
diroctorships, but also sops heinaous chapges of whils=collop
boagd~roos crimes such as corruption, beribery sad slsuse of
company's assots and lamceal use of privileged coapany infore
mstion by directors in seif Antepsst. lnevitsbly, thero is
both public glamour for fundementsl rsfors and s pesssertion
of contgol by the acobeps of Lhe scorporsie baard."a

sengupte DOr. NeK, Changin Pnt.tunl of Corporstes Menagesment
New Oslhi, 2nd Edne Reviesd 1983 PP 27178,
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We ars alwo of tha view that in order to beling in
Lrue demacratic bLreditions to saks ths cospaniss stonosicslly
vishle and for undertaking the social responsibility “Lhe
board is Lo be & sort of Govi, of bosph minds, ultinstsly
rasponsible to cosmunily=congsnsus which ssts up gensgal
objectivas, standaeds of perfosmance snd nault:." In
Multiple Twoe=Tiep Hosed thers will be no gwctional or indie
viduel interest or prefepence be glven to any one, CEvepy
asabes of the boopd will uphold the conmon integest snd
sxert hia full faculty for the bensfit of tha company Laking
into conglidopation fully the seclal responsibllity snd reasin~
ing within the bowndary of ths sules and roegulations snd
Governaental selicias for Lhs fulfilment of Lhe aspiestion
of Lhs atlliona of psople of Indla. Our suggested "ultiple
Tua~Tisr Soard will holp Lo plug Lhe gsp betwssn sharesholders
shd direstops in one hand and tha nansgesent snd contpol on
tha other hand as 1L envigages Lhe profeassionsl spproesh,
proportionaste pepressntation of shapeholding by ths publip,
banks, financisl institublons, vorkers' representstions and
shova all, Govegnaental nomineos,

Thepe spe ssny suthors who ape of the opinion thet the Annus)
Reports published by various compenics md ssgved on the
shereholders, contein metiers as stetutory obiigations oniy,

- i

Berle A.A.and lleana G4Cy The Madesn Corpocstion end Privats
Feoparty, New Yack, 1882, P=10Q,
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The chelrsen's snnusl statssent, the individusl sharsholdess’
right to get snawers froa Lhe compeny on enguleries, the reppe~
sentations of the financisl institutlicne to Ahe Board of the
companies in vhich those finsncisl tnstitutions have invssted
aonsy, and the Govemnsentsl and paplissentary dsbats sboul the
sffeics of the company < sll thess meks Lhe coapany managoment
ninast an opsn book end naothing should reamin hiddon, Out fTeonm
our criticel study of Lthe Annual Reports of 75 cospenies (82-83,
 and B3~84), ws can sefsly conclude tbai.. thage mnoy sorve the
lesal requirenonts but these sre not clesp~oul disslosures to
the publice Except s fav coapanies, meinly of 'l'bt.n group (The
Yata Ipon & Stewel Co., The Tals FPowsp Compeny Limited, The
Andhra Valley Pover Supply Company Lisited, The Tets Hydso Eleg~
tric Foves Supply Compeny Ltd.), others have falled Lo disclose
clearly the nuaher of shapes held by the Govepnment and financisl
Anstitutions, propartionsts perosntage of voting pever, sven
loan from benkp, ‘Yorossopic smell ietters are also umd for
statemont of Accounts for subsldiepry mu- te keoap mstiars,
‘obacurs, As & pemoady of Lhese flaws Lhers should bs proper
public disclosuss which must be legibdle, intelligible and sesning~
fuls It is to bo romembeped thet lagal hanesty and fale seposting
sre by no asssng aynonymous, HRoporting sust be falr =nd fraguent
end must reach evepy concesned pasrby in Lime po that the pucpose
of sveryone As fulfilled.
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S S A W) ik O o . * ”: g
S ooak. of 1ha Danaues

Prosent day practics is thatl Centgel Governsent does net
give peeaigslon to hold the post of managing dirsstor to
a singla pagson for aore Lhan one coapany, wWe alsc
angoursge such 8 sound principle but st the sass Line,

ve rocosmend the change of ths conpsny law pegapding
peesent sailing of 20 diregtorship by the professionals
outside paptetims dirsotors end make it 10, e recossend
plugsli executive aystcm of menagasaent. In the sysisn of
‘iltiple Two=Tiep Bosgd, tLhore vill be one exscutlve
board consisting of the profesaional enployeses. The
Exsgutive Boapd will be Alndependent, no doubl, bul remain
undar the supaprvision of the tulicy Oospd, Tha aunnglnq
direclor should be mede Lhe vilal polnt of connecling
1ink between the Lwo bourde ~ pollicy end exogutive. He
should bs shapshaldess’ repressntstive in private cospsnies
but to be elected by all the mesbags of the poalicy board.
As & full=timer he should not be allowed Lo sat even s
a8 partetine dirsstor Lo othep compseny, The old orgumant
of the paucity of esnagerisl pepsownel in India, often
used in ths pest, to Justify the inter~locking of direstor~
ships, can nol be justified sny longer,

The post of asnagesr bsing unpopular should be
abalighed, In the Company Act, the position of whole-tins
director end other snecullives should ba clarifiad. The
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Assue of non~paglstration of shares by the existing sensge~

ment, held both by the pesident snd non-resident Indliens,
has crealed 8 serious problav ond ss en affect, L hes
cetssded the mobility of sheres, collestion of espitsl and
pouring in auchenesded farcign sxchangs. Asendeont of the
Companiass Act in 1574 snd the snactment of Securities
Conteacts (Regulstion) Agt, 1985 intending to same the
problen of rsglsteoabion have Ain offect, sggravatsd it.
tultabls arraongessnts are Lo be nade Lo solve these probleas
inmediately in opdor to make bensficlal uses of forelgn
money for the developmsnt of the countey. Refussl to
reginter shapee ke avidenl vhan the existing asnagessnt Le
afralc of loosing ita conteel over managssent. Intpoduciion
of itiple Two=Tisy Boapd will sostly be sble Lo wminisiss
this problem as undep this systan of msansgement, the sanage-
mant body vill conesentrats its ensegy to look sftsp ths
interest of sll the ingredients which constitute s compsny
Anstesd of upholding the integest of s group or femily,

Since indopondence, there hed bosn preponderance aof the
publlc sector ovep the privale gactor ond s spactsculssr

development in the compeny menagement wes uvidant in the
growth of public sector bobh in volume and in eapitsl strue~
tuse of which privats ssctor had besn junior pertness. This
visv has pecently boon chsnged since the pessing of the budget



of 198585 end deslaration made by the Ppime MinLster of Indis
snd Chalgman of the Planning Coamission on Febpuary 8, 1985 in
New Dsihi. Now, thars Az & clear indication of sore relisnce
on the privals segtor compeniza, The public sactors have bomn
apked to run thele éoupauxes with efficisncy and Laks effective
rasult-opiontsd perfopognces, Instead of nsadless extension,
the public sectors should consentrets on thels policies for
afficlioncy snd profit and aake s psasonable impul output petio,
Gavt. prosmisad to take active and ressonsble stape Lo snpcoursgs
tha growth and davalopment of private ssstors. One of the acans
of encousagssent is to withdrav unnecassary sdnlnistrative con~
trols over private saclor whilch stond Ain the way of Lhe geawth,
gxtanslion snd expansion, Mops gselionce is to be made on the
st.atutopy bantral and conpaniss vhich violste the rules snd
roagulations framed by tha Govt. should be punished vithout any
maecy. If this ia done, Lt will bs possible for the Govi. to

frame the dasiradble palicy eather than to be busy vith the poutine

sffalrs, Apart fron thls, it will help in creating 8 good rele=
tion betwesn the Govt. snd Compsnies which is urgently needed
for Lthe rationslisstion of coapany msnagement.,

P J E__BIRBAS AR S ASUSERNT A RN  EEHANLI A RE SRR
anaing thair teaditiongl otisiucey

These 1s no doubt of the fact thet Lhe Indisn Compsnies Aest
vhich vas snsstad in the ald fiftees and smended aftervecds pro-
vide & nuabsr of restplictions on the priveste sector., Olshonest
businesamen slvays try Lo find out fleuws Lo raguisrise theip
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sipdesds. Gavi, also Lakes steps to plug the lespheles. In
this way hide snd seek game is going one. Bul in Lhis respecat,
ons should remesber Lthat the Govh. has Lhe supress pover Lo
sey ths lsst vopd. Time hes come whan Lhwm old sokive of
making hugs prefits vill have Lo be peplssed by & ney benign

. mative of serving the sountpy and iis people, vith only reason~
sbles profits. Vvorkers will have Lo ba Lrestsd as pustnars in
sonpanies and not sp negs producars of goods. They should be
sbreast of the social responsibilitiss and the concepl of
teusteeship vhich ape Lhe nost imposrtent lssues of dissussion
for both husinessasn snd suthors of company mensgement., "1f
the aentsl outlook osn be eadjusted in Lthis fashion, busineass
anterperise will be Ainspired by nev kind of ingentivea, the
ingentive of sarvice snd prosoting the genersl ua_mm."‘“

Agsopding to the same suthop “These sre Lwo iaportent
fasts inhorent in the sconocalc situastion which offoprd cogent
soapans Por charishing the hope thabl enterspriss in Lhe peivete
ssetor hes besn considersbly stimulated by the impast of heavy
ﬁmhmul‘ enpanditure underishan by the States This demand
will incresws still further as sore soney s injeated Ante the
sconomic systes, Segondly, svary outlay iln tha public secter
dirsctly gonorates demsnd for goods end services An the private
mm‘n"

Not only that till neow ss publie mhc's gspitsl investasnt

iy

{8 Dss Or pal = Industeial Enteppriss in Indis
end Eﬂ.iq. 'egs Uplant Longmen, Coshey, P-123, '

11, Ibide Dos Ops NeGo Industerial Entagsprise in Indls, P=-176,




431

is sany timss sors Lhan that of Lhe privels mselor, publle
sactar vill not only supply gnods, services snd financs, basic
materisls and povep st a Pair price but also it wiil help
accslerate the economic growth of the privats stctos by davelop-
~ ing infrestructure of Lhe businsss, The privats msgtors by
thelr sctivities will prove themselves worthy of haolding an
honourable position in the soclety by pesforaing sn annrtﬁnt
role in the countpy in effecting the ‘sociallst velfore stets.’

As alpeady mentionsd, on and fros the yesr 1285, the
attituds of the Govt. has besn chenging. Gaversl ppevisions
have already been msde 20 that private ssclor san exest Lhele

full snepgy end afficisncy for mrfarmn of desirsd achieve~
sent.

X1)

it forms a easjor psrt of any progeessive business or industry.
IL 1la, therefore, asssentlial that industrlialists snd businesesen
should be femiliap with the subject and Lhat students snd preg~
tionegs of Bualneu and industrisl sansgssent should follow the
doctrinss of rescagsh from the very sarly stage. They should
keop Lthelr aycs snd cers open Loarrlve st s doclalon and Lsks
advantage of iis negsssitles and techniquas in all sspecis of
business sctivities. A considepsble smount of sonsy Ls spent
An industelslly developed countelss for thelir ‘seseaprch end
devalopaant' purposes. 1L is slso avident that one of the
ceuses for Lthe suceess bahindg Japsnsee Corpopstion is the peoper
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spending of the hugs ssount of money for R, & O. sstivities.
Mp, Paul E. Holden and others in Lhele book Top manegesent
statas "The mansgement of rescarch snd developmeni in toeday's
dynsuic snd changing ssciety hans captursd intscest and che-
1langed the ingenuily of Lop aenagueent of svery sejer senyfece
turing Corporstion*’? wnile deseribing the meens for evaluee
ting R, & D, astivities Mp. Stevard P, Blaks stated vesy
sisarly s "The oporationsl asspest of As & D. sobivity should
bs evaluated in tesns of its perfosmsnce in assting plemning
goods. Adagquagy of the infraosteucturs Ls detegained by sva~
luating the facilitlies and squipasnts, tschnlcal suppert
sarvicos, libraey services, snd othee funcltiones suppepting

R D effort. A & O pepformoncs L mwasured in tesma of effie
cioncy snd sffectivensas of ths program sad by svalusting the

nanagessnt contpol funation, '3

R & 0 setivities halp compeniss for propse and sffecilive
planning which 1s the key Lo miccess. Out In Indis except &
fou laprgs peputed companies, sost of the companies do not spend
lny-mt of aoney for R.& D, which is vital for the develop~
asnt of any coapsny. OBut st the tine of ravisuing ths Annusl
Reports of seventy five companiss (1963-84), we sos provisiens
have beon made for Ressarch snd Developssnt only in 8 few com=
paniss, such ss, Mshindes & Mghindrs Lisited, Tata lpon & Stesl
Cos Ltdey Glaxo Labopstories (Indis) Lisitsd, The Amdhea
Vallsy Pover Supply Company Limited, The Barods Rayon Cogporeéion

-

12, Holdon £, Paul, Pederson A. Cariton end Gopmens :. Gayton=
Top Henagement (McGrav Hill, New York, 1968) P-TB. .

13, Sleke P “tevapt - vhile avalusting R.D. Activities @
Managing for Responsive descacrch and Navalopment, WM,
Froation and Company, San Framelego, UsEsAey 9his wun, 1779,
‘mli
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Ltdsy The Tota Hydeo=Elsatric Fower Supply Cospeny Lisited,
Britanis Industries Lialted, Kirlogkar Gumaing Linitsd, Pelgo~
Elestronics & Elestpicels Lialblsd, Indisn Onygen Limitled, The
Associetsd Coment Companiss Limitad, Jegatjit Cotton Textile
“Mills Limited, Ashok Leyland Lianited Skes All thess aps blg
companian, It is parhaps not pessidbls for ssell Wlu to
spend monay fop Ressarch and Dovelopment vork, The truth ia
roveslod by UNCTAD study of cepital goods ssslor, New Oslhi,
July 17, 1985, which statss that despile considersble strides
nads in develaping ths cepitsl goods ssctor in deweloping
countplies, such as Beazll, Chins, Indis snd the Republic of
Koras, ths pasourae utilised for Reseapch snd Onvelaopment by
Lhe flens are not very substential exgept in ths case of Iadh;"

We welcone the Gavernments’ dealaion (New Delhi, July 11,
1985) for plsk = shering fund for R & 0. Tha Unlon Goverament
has declided in principle to establish & specisl fund Lo finence
resesrch projects on s riskesharing basis with industey. Ols~
cloaing this Mp, RRs Latay, Secretary, tachnical development
Lo the Govepnmont and Digsclop Genapsl of Lteachnicsl development
- (0GTD) told s news confopsncs Lhel, vhile the deteils of the
propossd fund wvers still boing vorked out, his orgonisetion
hed baen sssigned the Lask of Ldantifying Lhe sress of ressarch
which the industry could taks up in forssonable future, He seid
that thars vas no resson why Indis could not bs s vorld=lesder
An Andusiriss llks bi-cycles, twoevheclars and for thet mstler
sven In suges given the requisite "snaslionce” through sessapchlS

e

14, Tha Esonomic Times, Caloutta dated July 18, 1988,
15, ibide Ostad July 18, 1988,
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A signifisent slotisticas, as published in the Eocenomis
Tinss, Caloutta, by T.C. Visvenathen of the E,7, Resongch
SBugosu disclossd that Pinsncisl sselistenas Lo indusirial unity
undsr the Technical Dsvelapment Fund Seheme (TOFs) aggregeted
Lo RMe212 aposes during Liw § yesr peried of 19T8~TT Lo 180485,
The total Fopelgn Enchangs pereitled so far under Lhis schame
vos Reil lekhs por yeap peg unit. Assording to s resent wodi-
ficatlion, sade by tha Union Geawt, for fereign snchangs allese~
tisns, under the TOFS for sodarnlisstiion of industey; Lhe celiling
hes boon reisad from Re.50 lakhs Lo Rs.t crere per unibs The
Govi. has slaso aodified the achoms Lo ensbls the industeles to
sntsr into foreign collsboestion for Lhe iapgort of deswings
and designs and capital goods beyond Lhe celiling of Ra.dl go..o

wWe walcome Lhe initistive taken by Lhe Govt, of the
Reseapch snd Developasnt setivitise, If Andividual Compeny's
R & O projest is sasisted by the cantrally iastallad TOFS, At
will cortainly glve forth good pesults, no doubd, speclelly
regapding standasrisetion and quality of ssticles produced by
a firm, Maonsgeamnt of business in genepa) end privele segtor
cospanien in pesticuler should tske full adventage of this
schame inltlated by Lhe Govi. Lo sehicys Lhe challange of the
change of u»nell.!aoa goAng to take plage.

844

J:J.,..l.:,u [a¢ Hoasd form & h
Of the 15 companies, reviswed by us, n...nv—.. A Chaptep V1)
3L is roveslied that 12 companies sre maneged by Two-Tiesr Deasrd

———

18, Opsails Coalautts, July 15, 1588,
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(having & policy hoard and s multipls sxecutive committse),

it smounts Lo 16 par cent of the 15 pompanies revievad by ua,

A clear infosrence thatl can be drawn from 84, 18 thet, dve to
its propriety, the Tuo=Tisr Boasd sysiom of semagement hes boen
gaining laportancs to the Indian business ssgnetes for its
scientific snd resslt=oriented spprosch. It has alpeady been
discuasad that for the sucgeas of the Two=Tier Board syston of

" managament, these isportant Angredients sre essential, viz. ¢
(e) rspresantetion by benk (b) workess' perticipstion in menage-
aent snd {(¢c) profesalonsliisation of gompeny asnagement,

Fiest, ropressntstion of the banks has becoss sspentiel
considering the sagnitude of the prebles of alck cospaniss in
India. Genk's pepresentetive sen fesl Lhe pulss of finsngiasl
reguirements and by supplying the requisitas st the initial
stage Banks can pave ths compenias fron financial crisis end
sicknass, Financial ceview of Annual Reports (1984-1988) of
25 Companios, anolysed by um, shova Lhat out of & totsl employed
capital of Ra.3059 crores (wpprox), Re.1315 (epprox.) hes been
taken an laan fron Benks and financial institutlions which
amounts to about 45 per cont of the totsl employed in those
companies. IL indlcatos that banks end financiel Ainstitutions
heve gnt the right to look afier Lhe smount of money investad
in the bosrroving caﬁpenlaa theough 'Mﬂaleut fumber of Lhair
reprspmntiatives.

News published in the Economic Tisss, Calcuttis, deted
the 12th dey of July, 1985 siatod Lhet thers were 80,000 indus~
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teinl units, finanged by benks, wees sick snd Lhe bankers’ stske
1n them vas Rs.3555 ceores (es in Dscembar, 1983)'7 ap stated
by Mes Anmitabhe Ghosh, Deputly Govh., Resegve Bank of Indla, who
upheld the segnitude of the problem,

In this respeclt, for relovance, snd also for checking
the industerial sicknass, attention may be drawn Lo tha follewing
The Resepve Sank is Laking 8 serlous view of the growing indus=
tyial sickness in tha countey. I is likely to intpoduce an
' sacountabilily concapt® in the benking aystem Atself so that
the landing banks can tske gorpective mwn.s 88 soon as Lhe
synptoma of aslcknoss sfs notised. This was indiceted by Me,
Amitabhas Ghosh, Dspuly Gavepnops of the Resapve Bank, et s deating
with tho Madeas Chasher of Comnsrss and Industey, on the 11Lh July,
1985, M, Ghash sald that it wes the danks which would Plsrst
notice the symplon of solknsss. Undep the sccaumtablility concept,
proposed to be introduged, as soon ap the banks' staff notice
such symptoas In any sccounts, they vould be gequired Lo seport
the matter Lo the aenager, who, in tum, would be sxpscled Lo put
such sgcounts on the caution 1ist snd desist fron Pucther asslstance
to the sccount~holders beyond s cut~off point, pending s scputiny
by higher suthoritions Of the 80,000 Andustelisl units declared
as sick on Degeabsr, 1583, 431 vers largs borrovars vith credit
1iaits of over Rp.! crors. The bankers' stake in Lhe larger units
vas Ra.1,087 crores, He sald Lhatl sickness in industey could bs
srreabed in Liae Lf corrective meamupey vere Laken ot an sarly
stage., Unfortunstely, soms bosrovers teled Lo be smart end hid

- R W

$7e The Economic Times, Calowtte, July 12, 1988,
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tha fast of iliness from the bunkers. If only Ahe bossovers
took Lhe bankepy Into confldence as soon a3 the stcknese v
Aoticed, the banks in thele own inlepssl of sefeguasding Lhele
investasnt in thess units would be only too seady to axtund
rehsbilitative sssistence,*?® | |

In order 40 feel the pulse of indusisial iliness, it is
essential that svery comspsny vhich borpows monsy from the benks
must have ons pepresantative of danka on the board of Lhe borpow~
ing company. Oank can appoini sxpert professionsls for Lhig
pupposa, It can alsc nominate cutalide paptetios sxpoept profe~
saionals with proper facs. e whlcome the proposal of M, Ghosh
which will be aoffactive in sclving sichness of industeiss in
indis,

8.8

Ths Peime Ministar, Mr. Rajib Gandhi, apssking at Ahe
mesting of the newly constitutsd Pianning Cosalssion of which
he is tha Chalpasn, on Fabeusry 8, 1985, In New Delhl states
anong othap important things that the msjor chenges thet hed
socuppred in Lhe fndusteinl pcanerio singe Lthe eid~fiftiss sheuld
properly be taken Into secount. He cbesrves "The industeisl
policy hes been formulted in mish & wey thet it caters for nev
tecinologise end sulentific discavesries so that the countey could
kosp pocs with and benafit from Lhem.: The policy of the plan

e vt - e 2 T

18. Opecits Caloutta July 12, 1885 on Medrss July 11, 18838,
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will alao teks into sccount the pisiag eupsctstions of the
peopla,” Hs opines that "the people expoct fastap snd tangible
sesulia, Pucple vill covaperets wiih us ss long 88 we glve
svidencs of woving fast, and dovsiopment remsing the key fsctes
holding the countey togethar. ue should leok iato cur insteue
asnts and sew whether Lhey are gesred (o sest the besic pequire~
ssnta of asllevisting povarly, providing soclial justice and giving
an iopstus to economic geowth. Wa should dellivap substantial
grovth to the pecpls snd bring sbout necesssry changes An the
adainisteation while selntaining ststbility." The Feise Minister
further states that "ve went ts roadirect our tesinologicsl ser~
vices and informational industriss as An othar asdvanasd countelss.
indio has the gapscity, natupsl weslith snd vast human remources.
We should hapness the same Lo ocur advantiage by letiing cursalves
Go freeing ourssives fron mental blocksde end sslf isposed shece
klas,” He is also ksen thet "» sassive fillip should be glvan Lo
Lthe elescironic industry which will be Lhe teend sstier for the
21t centuey,”!d

in scoopdance vith the objectives of Lhe Tth Five Year Plan,
the Pipst budget 1905«08 is conaldersd 88 innavelive and experi~
sentul. It provides vith seversl packages including sedustion of
corperste Lax and vesith tax, discontinustion of surchergs, offepe
Ang stable flscsl pelisy, refopmation and simplificstion of Len
structure, incressing the level of the lisit of monopoly houses,
obg. sta,

e e il

18, Coapstition Success, Nav Delhiy, Mey 1965 peviev,
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Ag rogords the bleck monsy though the Govt. hss nct yat
spalt oul any definite msasures sithse to curtell Lts grovbh
or uncaplh it snd bring AL Lo apsn, yel Gavt. hop threstended
stepn scamirss snd sxpscts that the rellefs provided in the
dipoct Laxes sal-up will sarve as sdequste inducsment for black
money to be declarsd and texes palde Anothar festure of the
budget is thsk, companiap will now be permitiod to donsts oponly
to political pectics., The contpols end licences see also bemﬁ
iibepalisad, 1f not totally done away withs This, slong with
resducing the bupdsn of incose tax snd surcharge on corporste income,
provides positive attempt to eurtell black money. In the budget
of 13868-87 sleo ssvepsl schones have boen chelked to ghwe suffi-~
ciont inceniives to privsis sectors. 1L hes been clenrly onvimged
thst private mctors have baan given prapondsrence aver public
ssctors. |

The sbova are the mein policies in short, theough plenning
snd ancliliapy budget Lo banish povertly snd to bring sboul equi~
table distribution of weslith in confornity wiith the nstionsl
abjectives of ushering in desosestic soclelise, HNovevep, sceopd~
ing to 1901 cenaus and Lhe peyisy of the progress of sixth plan,
nearly 50 pep cent of our populstion is still below the povesty
L1ine, Ovar 370 aillion aen, woaen snd childesn do not get two
squars oeals a day. |

Peppls sapsct masny things from companies sanagsd sfficlently,
They sxpact good achisvements so Lhet thaler sufferings are allow
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vinsted in shoet time. Private ssctors are required Lo show Lheir
creditadle pepformences as a gesat Lmpertence hes heen stieshed
Lo tham,

We sincarsly bslisve thet sxpectation of Lhe Govi, snd
people would be fulfillsd if nev technolegies sre introduced,
structuse of Lho management is reconstituted in sccordance with
suggssted ultiple Two=Tior Sosed, the effisiency of the compeny
asnageasnt is mads affsctive by saking AL fres fros the presssncs
uf the poweprful economic groupes or femiliaes, esteblishing tpue
prafesaional msnasgsasnt indaspendent of Laking decision, incesasing
the scope of public sccountsbility, intpoducing workesrs/eaployess’
participstion in capital and asnagesent, errsnging propsetlonate
represantation in shapsholding beth by privsts individusl snd
financial institutions, Those sps Lhe presonditlons for sucesss-
ful company-manageaent. The wagey idee of soclal pesponsibliity
of ths business is slso to be developed.

8.6

Discussing the histery of the cospany senagemeni, many
renowned theorists cbserve that, though sest of Lhe sedern giant
Corporationes in the West, started es Fenlly enlerprisss, have
graduslly oulgrovn the linits of family contgol and developed
into carpopations with videly dispsrsed shersholding snd profo=
ssional ssnasgenment. As 2 rosult of weparation of ownesship snd
sanagemant, and cwnseship and contpol, AL lesds core snd mogs Lo
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the concentration of pover in the hands of Lhe corpersts sansgers.
This is known an sensgorislisn, Many asinent. suthors Ancluding
AsAs Baple, G,C, Means, P, Seprgent Flapengs, £.A, Gopdon, Geaprge
Goyder, Dshpendoef Ancluding Karl Merx sps of the opinion that

a nev clase of non-propertisd sonagers have ssepged replacing the
owner asnagers and are® owing Ltheipe position to thwipy sansgepisl
sbility rather Lhan propority ownepshidp. Thalr diffepent soclal
backgrounds, tralnings end expesloncas assks then Chink end st
diffepantly fron the ownep-sansgers or sapitslists in the tradi~
tional sense,

Undar this ystso of manzsgerialien privata sastor has to
overcone ita Leaditionsl view. It has to laporve iis corporsis
fmege., 1t hes Lo rely on professionsl asnagesrs, replscing the
conteol of famlly seabers by s conteol throwgh a systam. With
this systen, sociasl responsibiliiy snd more escantly, innovated
fdea of Leusteaship have emepged. The Ldealagy is tiwt compeny
will not only distribute ita profit fopr the socisty but elmo Lreat
the compenies es 8 foree for socisl changs tovesds the devalop=-
ment of the countey. Fopr pepforsing soclel responsiblilitiss,
the principle of socisl sudit hss boen presceibed by Goyder., In
order to perfopm sccisl responsibilities, privets businesseen
sust lapcove thaler pasfosmances and imege and lesve tLheiy
ostenaible style of living, They should deviap the ssb of sdept~
ing theassives to the changing savironment. Though in pecent
yescs, Lhia swereness is svideni in advanced countries, regarding
social responsibilities in Indls it is witerly neglocted. In this
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rospect, 1t is vorthquoting heps the following lines ss serporels
monagers sre faging the chellenge

“It will be Lhelr task Lo convines soclely that they are
not » bend of socially Lrresponsible sslfessskars dut they heve
sh lapagtant pols Lo pley In Lthe countpy’s economic developaent
and soclial ceconptruchion ap the sinisters and civil sepvanis
and utat' thsy are anxious to play this pole and become pertners
in this endeavour. It is intapssting Lo note thet the mave Lowepds
soclal responaibility, slong with the vegious slher concaplual
developmants in the thinking of Corperetions in the West, bdeing
corporate msnsgement vepy close to Mehatme Ganchi's phllosaphy
of twnuaiﬂp.‘m

Reslly future developsents of the compsny managsment will
depend on upholding the concept of Lrusteeship as enunnisltad by
Mahatas Candhi by Lhe effsclive Sosrd of Oltectors rendily sseeunt~
able to the public as Lo the shareholders for thelr doclisions end

attlonn. But in Indis it is long wey toc go Lovards sanagerislige
with socisl responsibliity snd teustewship Ldeas, Though casrgencs
of At 1s visible in some gsses, opAnion of an osinent author is
suoned up os follows ¢ "The perosptibla presistance Lo chapge Ain
Indian Indusiry hapdly ssquires slsborste proof, Absorption of
Lthe nav into Lhe fold of the old has clouded seny fusthes davelop~
ammts. Delibepate slde~tracking wvd soft pedsliing of the clanges
have stunied grovth. To cep thess sll, even adaptation Lo chengs

20 noupts Ko "Mohe '
. wwg. wm:mgtnf?mmmp
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has basn helf~haarted, neking the transition Lo a new produciive
opder incomplete. The snargance of a asnsgerial class hes
become a mignomer in gonditlions in which industey snd Aia assnege-
ment heys never reslly besoss free from 'ownesship wotivetion,'
Even the so eulled public entesprliess hove nol besn fres from
this force. Without scientific objective mensgeneni, the
emargenas of the nanagerisl class bescomes pelhuy perverms.
Mansgars thessslves bscomes aagnified clarks, perforaing ss post
office, a contes of relay, vho can sisborsts the arders and
declsions rocsived Prom the Lop for cosmmication dewn belaw,
but cen not changs them, nop aan Lhey pess sush ordeps os thely
swn, A closs look st the senagement precilces in Indian highory
vould unfbld the existence of sisliler menegessnt condifiions sven
in asny lerge antarprissss In the gircunstances smergencs of
asnagerisl class begomes uncertaine. The uncarisinily san not
b pemoved till sanagerisl clase ss such is distinguisied fren
the entreprensuss by virtue of Lits responsidlility to run the
entorprises ss agalinst tha ssisblishesnt of sush ontssprises by
tntupmt."z'

In Indis At has bacome urgently nacessery for Lha sompany
asnageusnt to cose ocut from faaily bendage ssrving thele intessst,
The Boapd of Dirsctors is Lo bs gliven propsp sutharity to sun the
qougatry 0 thet thay cen tske independent decisions., Theke
attituds snd ocutlock sra Lo be changad. Thuss objestives san be

2%, Chettopaghysys P. "Mansgesisl Revolution in Indis @
s conaeni on its chares n? context,” Pest ~ I,
Indian Mansgement, May=June, 1968,
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schioved only Af the Doard i sonstitutsd with professlonsl
papsonnels heving madern outlook, pstrictic sentelily and
calibre of sdjustmesisn, beld snough to entestain technelegicel
development. They sheuld bde sfficlienk, honest, inltistive and
soaielly responsible,

Be8

Along with Lhe legel pravisions for seconstgyusting the
Bosrd of Olrectors, the wide gap that has seisen in the chenged
development of the structuge of the Corpopstion belvesn conteel
and ownspship in ons hand, owsership snd asnageasnt on Lhe other
has to be filled in (Pepagraph 5.3 of Lhe Aspapt of the Sacher
Comnitise, 1978), Conssguently, ss a sorrostive assmire; Lhe
comaltise suggested that “ths lav sust ses to it thet the gep
betwaen the sharsholders, who are ths ewnars, and the diroslors,
who age in contpol of Lhe destiny of the company, doss mat
becons so wide as Lo ondengne Lhe intopest of tha shassholders.”
Having seld this, howsver, the commiiise has slso correstly
recognised the fact that tha size of medesn companies requires
8 professional approssh to Lhelir mansgessnt thesaby consseding
the nesd Por ensrciss of povers by the direstors unfetiered

by dsy Lo dsy aontpol from shureholders whe in the coasitiee’s
opinion, sust greduslly bs content teo sst es investors sether
then as persons An contgol.

But we have yst Lo ass in Indis Lthe develspaent of compe~
nies of much largs size Lhet shepsholders' demserscy is s nsiles
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of fast rether Lhan of judiclal thesey. Under tMie clzeumer
tances fopmatien of sharsholders’ Associstion Ls nessamrey e
visld influsnas over the conpany’s sffairs theough selleciive
sstion based not only on a grouping of intaposts but almo on

the ability to securs profossionsl ssevice snd sdvise. Secondly,
we fully support the coositiess' suggestion of gresies degres

of profagsionalisation of msnagessnt which includens professions-
i1isation of directors snd effagtive and ssaningful pasticipstion
of sharsholders vill alniaise Lthe wids gap betwesn company and

nghaganent,

All the above flows will be pemoved by Lhe hespd if AL
is constituted of the repressnisiives of diffepent ssguents of
Lha accleblas: The mambegahlp on the board sust not bs on Lhe
basis of faaily-status snd bachground representiing s group/graups
of familiss/individual fanily, 1L should be an Lthe basls of
professionsl quelificetion, sbility end expspiencs. Once the
bosrd cones out of faslly~bondsge and prove Lo start independant
on Laking ovn decisions, athse cequirenonts of sffectivennss
v1ll sutomsticelly follav. In this psspuet the teuth cevesled
by femous author, Harold Koontz is werthesntioning »

"The asin essential is Lhat Lthose who conteol the compeny
sust vant Lo have such & hoard. Even Lhaugh, it asy take time,
perticulasly LIf s board hss fesllien intuv slovenly, irresponsible
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ineffectusl veys, 1t oan be dona, And in & surprising
nusbop of instanses, ths chengs over has come sore repldly
then had bean thought possible. Opdinasily, there is Lslent
on asyen an inaffectusl board. I1f shallenged by doing vhet &
board should, this talent is often pise pather Shen quickly to
the opportunitiss for contribution thus provided. In addillon,
when it is understood Lhot what & board should do it, it becomes
claar vhat kind of directors are nusdod an boagd vatancles

ocm:."az

We fepvently believe Lhat Multipls Two<Tispe Sosed will
be abla to cure sll anslsdliss fron vhich compeniss ars suffering
st present, AR least, it vill sble to ainisiss Lhe problems
and nmake the top managsment more effschive, innovslive, sensible
snd rasponsive,

We are to romonbag that the najor develapments Limt took
plece in coupsny amansgement in Indis after 1970 were the ovape
Ancreesing parcentages of sharsholding in Lhe privates sector
companies by public financlal institutions, and the privets
sector's Lncraesing rellance on the institutions for Losm flasnce)
and the aignificant end growing presenue of » Llarge nuabese of
JOoknt sectar compsnies in verious parts of Lhe counbey,

We have alpeady mentionad Lhat the jJoini sestors sovesent
ie 8 step to sersh marat the Multipls Two-Tier Bospd. In

b e i

22 Kgontz Hapold, Sasrd of Cireglors and Effeglive Management
M i 1t | Bl ey < 2 AR iy .
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this Boapd, the beat lassons leagsnt from the sucesssful coapany
mensgement in different parts of the World cen be incorporated.
As for sxample, the concapt of Two=~Tiep Board of Vest Gormshy
with tha conssguent result of vorkers' psrticipstion in company
monagement and involving benk's rapressentative in the Boacd of
the compsny vho takes loasn from the benk or bank's pepressnte~
tion as suthorised by smsll shapeholders; the profensionsiise~
tion snd managerisliam of the U,5.A., Two~Part Soaprd systes of
Europesn Countries, proportionsie representistion systien of Lhe
U+SeA, and Canads, vhole-1ifs smployment and sschanimm thpough
which desipsble rslationship sstablishad batwesn Govi., and
Companiss of Japan, socisllist style of managament of tha U.5.5.R.
snd Chinsg can be introduced, at lsast, to s substentisl extent
for making the company mansgement of our countey mors effactive.
At the game time, the changes and developmants that hsve taken
plsce pender opportunity to intpoduce this systen., This systenm
of msnagansnt aay bs spplicable to both the public and privals
sectors vith profil,

8.10

We ara of the opinion thst logiec of Multiple Tiu-Tlur
Board 1s right, the talent is there and the 1logal snd adainip~
troblve requirements aleo justify its introduction. The present
day dsveslopment of compeny management in Indie hus provided ssope
for its formation, wWe should have noble vision snd coursas to
Lske action on Lt, This system remaining within ths pugsview of
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our plous consbitutions will enables the pesopls, sngaged in top
company mensgemant, to furthes thely popmonal and caress Antep~
sste in o dignified senner nakiag full sdjustasnt with Lhe
Antapent of the countey. This aystes may be pegueded ss the
‘worksble peinciple snd prastices’ theough which interost of
8ll vill be sspved resulbting development of Lhe whale nslion.
Tha outstanding featupes of ladian sconumy over Lhe last forty
ysars rolating to the conpony monagement is thel Lhere has been
auch sxpansion in public seclor on Lthe one hand and & Light
systen of auliifsrious direot controls on private seclors on
the other hand, Contpols have buen lnevitsble for sconomic
co=opdinotion and planning and prevention of alassnagenent snd
abuss of power by the companias. The sesponaibility liss with
the board that felils to gheck Lhe sxeautives. There has been
also widespread public complaints againat the coapany asnsgement,
This necessitates the Govarnaent Lo intepfers with the internal
sanagensnt of Lhe companiss.

It the company boards were sops indepandent snd villlant,
thegse would have been less nsad for the dirsct Government inter~
ference with menagerial settegs. In Lhe Multiple Two=Tise Boasrd
system mansgement, Lhe Follicy Bosrd vill enjoy Lpue independencs.
It will have full control over \he exssutlves.

We slsoc reconmsnd thot both Cantsal snd State Govesnmants
should take initiastive in foraing s large nuasbop of companies
on joint sector basis and intpoduce iwltipls Two=Tiesr Dosrd for
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asnagsment of thoss companiese Thase vill be models. Meny
businessmen will follow the idesis of thase companies. Some
shagus of the public sector compsniss may be imsued Lo ihe
privats businesssen and Aintproduse Multiple Twe=Ther Boaed
systen of managemsnt in opder Lo bping aboubl sfficlency; ste~
bility end visbility specially of Lhoss compeniss which ape
running st & lose.

Inspite of oupr best offoris Lhers might be some serors
and duplication of Ldsas of some minor inconsistenclies in
diffsrent chapters, ve have msde an honast siteapt to pressnt
most sffective and worksble foruat of the structure of 'Coapeny-
Mensgesent' An Indla. But no farsat cen be Leostad as stendard
and Adenl fopr all time end for all Lhe companiss, big or wsll,
Cue proposed format of Lhe so0 cslled sanagosent pattarn is eestly
spplicable in big companiss spacially for thoes under peivets
sector. That doos not mesn that such Lype of formet, 83 suggese
ted 1s not at all applicadls in case of mmall companies o
conpanies under public sactor. The Multiple Teo-Tisp Soard
systen ie equelly applicable for big or ssell companles of ‘bath
undar public ar privats secltors. But the formal asy be conye~
nlently used in big conpsniaa under private sector for mope Lthan
one reason naprated drliefly in difforent chaplers,

Howayep, the indepth study of Compeny Mansgeaent starting
fron ils historieal aspest, constitublionsl offech, diffesrmnt
selevent legislationa, eniasting pattern of nsnagement in diffagent
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developing countpios and the pravalling petism of ssnsgeaent
of s numbap of jolnt stock compenians in lndis will help future
romarchers to work on diffapent aspests of company fere of
business in Indies



