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CHAPIER=IY

Constitution ia the soures of all lasws including sconomie
policy fermulatad by e ceuntey and netusally it exsels grestast
influence on Lhe leogal sspoats of the sast iaportant businsns
apganisationg 1.0, Company and Als senmgament stpucture. In
this chapltes vo shall fry to &m the aein provisions of the
Constitutlion of Indis with ite upto~date seendeents Aincluding
sone of the courts’ decisions relovant Lo oue oconuomic pelicy
and lagisiation, the policy of the Governaent of India eo far
adopted in this pegerd and criticsl reviev of the 158485 budget
which is supposed Lo bs most libagel regurding privels Anvestissni
in sconomic fislds. ia shell slso tpy Lo evaluste hov far the
pulicy of Lhe pessent Govesnaent is in consonant with the
peinciples ledd down in Lhe constitution of ladia.

The Indisn Conatitullon is bDased on Lhe concept of the
soclalistic weifare stete. The Fraoable Liself dealsces thst
the ala of the Stats smong other things is Ls securs Lo all
citizens noclal snd sconcalc justice. HWith Lhis end in viey,
the Constitutlon contsins nuabes of provisions which sspover the
Stste not only to intarvena An privats business, but also to
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coosence snd conduct businsss units wndesr Lbs swarship.

The UOirective Ppineiples of Stete Folicy pelsting Lo
socinl snd econoaic sstters (Articles 38, 39, 41 - 43 gnd 43A)
discarded the docteine of Lalssez~faly and asladlish Lhe poallcy
anabliing ths Governaent L0 pegulats and contpol privste business
in a drastic asnnsp. Spocisl refessnce can bs made rFegesding
Articles 33 end 39 -~ Lhe forast daclares thet the Ststa shell
strive Lo prosole the welfare of the pesple by sscuring and
peotecting ap sffectively ss At sey a socisl order in vhich
Justice socisl, sconomic and political, shall inform sll tho
Anstitutions of nstionsl 1ife. The later directs that the
State shell in particuler dieect Ata policy towards securings

a) the citizens, sen ond vomen oqually, hevs the pight to
an sduguste mosns of livelihood;

b) the ownarship snd contpol of the natursl resourcos of Lhe
comsunily which sre so disteidulad as best Lo subserve
the coamon goodp

e) the aporstion of the sconomic systes vhich doas not
romslt in the concentestion of wealih snd soens of
produgation to the goomon delpiment)

d) squel pey for squal wopk for bHoth men and voneny)

a) the hesith end strengih of varksrs, aen end vomen, end
the tander sge of children are not sbueed angd Lhet
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citizens sre not farced by ssonomic necsasity Lo enlee
svacations unsuited Lo Lhelp age or strangihy

f) the protection of childhood and youth sgainst axploite~
tion snd agsinst moral and saterisl shandonaont.

Of thase provisisns, particulsely the provisions (b) and
(e) are realovent on Lhe basis of vhich s nunber af specific
lave or policy ssamires have besn adopled sffecting business,
tuch ppovisions age driving force which led the Govesnment Lo
netionalioe asny exlsting business concemrns or vesting the
buainass of Lhe pplvate Mp in ststutory public Corpora~
tions sel up under public msctors In Geceaber, 1554, Govermaent
sdoptsd tha principie Lo lesd our sgonamy on Lhe path of Soclellst
‘stiern of Soclisty « which itself sxerted grest influonce on
scononic activities in our countey, As fop aseapls, specisl
refaronce can be sade of the Article 43A which ststss @ "The
ttats shall toks ataps; by sultable leglisistions or in sny
other wey, Lo secure Lhe participation of workers Ain Lhe ssnsge~
asnt of undertakings, sstablishasnt or othee organisations
engefed in any industey.” Any objsction sgeinst Lhe veskers'
participation in the asnagement of coopeniss §s unconsiitullonsl
and in our suggestad forast of now asnagement structure, ve hove
given due regapd to Lhis lasus,

Listas I and 111 An Schedule Vi1 of Lthe Indisn Constitution
contain a number of provisions for control and pegulations of
aconomy which are worih oentioning.
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Ites numbers 43 ta 52 of Iist I are sere relevent for
ths Cospsny Menagesent, Under ites 52 of lisk [ Govarnwent ia
espovered Lo conteal industey, under item 42 and 43 of list 11
Gavernment can pegulats inter Slals Cosmerce, wnder ites 33 of
1ist 111 Govermment can control products of conteelled Andustey,
iaported goods, msnd japortant rav naterlsls like cotion snd juts
ang under Lben M in list 111, At cen contpol pelcass In othep
words togay GCoveprneent onjoys wide povears to regulats not only
trads, induslpy and commerce bul also thes atrustupe of business

firns.

The fundewental plghts enusesatad in Apticiss 14 snd 18
are subject Lo ssveral resiriciions smpovsping Lhe Govapneent
the right to mske laws for the pubilc intepssi, Ths restrice
tion has slso been made on Lhe rights of the citizsns to scquies,
hold and dimpose of property of Lo cepry 00 B0y secupstion, Lrede
or businass. Our Constitublon styives to striks s belance
betvesn individusi libesty snd sosisl contrel. Prios to the
avard of the Suprome Court on nstionallisstion of benk in 1865
the legsl viev van Lhst by snasting statutes, Government used to
Laks svay the pights givan by Constitution, Soon afler Lhe
Constitution came into belng in Lhe ysar 1350, AL vas proalised
that Article 19 1 in contravention of Lhe Directive Principles
of Stste Polley, resulting Constitution (Fleet Amendaent) Act,
1951 by introducing Article 19 (1) sub cleuse 8 (41) which
suthorisss "the careying on by Lhe Stete se by s Corporstion
owncd end contegllied by Lhe Stata, of sny Lrade, busineass,
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fndustry or ssrvicss, vhether Lo the exslusion, complels op
psetial, of citizens or othoewise.®! In arder Lo meteriellss
the principles onunclated in the ‘OCirestive Peinciples of

State Policy' Government heas netionslised asny entseprises end
creatad public institutions in & nuabep of flalds like Inmsrence
or other commercial orgenisstions opepsting side by alde with
perivetaly owned arganiastions, B8y virtus of Lhis asendeent

it Ls possible for the Gowveenmsabl Lo Antroducs sacislism by
sbolishing the privete sector sllogether, Iin Lhis contexi,

seme iaportont judiclial peforences are waclh aentlioning here.

In Selsara “¥S= Stete of Combay, 1981, S.C.R. G824 Lhe Court
held thet Af & lav s:eks Lo carey oul en objest in pupmisnce of
the Dlesctive Frinciples, it cen not be celled unconstitutions]
sven Af it offonds & fundementsl right, far vhat Lhe State i
requirad by the Constitution iiself to do, cennct be seid to

be unrossonsble 2.g., Article 43 (Minimun vages), Astlicle 47
(resteiction on sale of liquor stel). In the famous case of
Subadh Copsl ~Voe Gowernment of wWast Sengel, 1954, the Supreme
Court hald that "under cup Constitultion the laglslstupe possessed
» lacger seasure of police gower then whel hed serlier boen
supposed. Nevortheless, the Courts have Antervended in Anmumer~
ables cases mnd invalideled Stats pegulstory sessures on Lhe
geound Lhet thass violstsd the Constitutlionel Guarentes of funde~
sental pights, B8ut once the legisisturs has procesded to plug
the loasphales and snact s new lw the sttilude of Courks hed

Te v A gnd Son amt. NoKyp COvepnasnt and Susiness
%3:‘ 18, Allled Agengy, Calecutlas, Isk, Edn,, ‘m’

e
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nat genspally bsen one of confrontabion, but of defence of
the wisdom of the legisistues."®

Soversl smendments made on Agtlels 31 C(Ist., 4th, 7th

ang 25Lh) with the object of Lhe fulfilment of Agticle 38 for
asking sffoctive contprol of Lhs ssterisl gepcupcos and semnp

af production and for trensfer of cwership to Lhe State, Bub
asking 4th saendnent (1955) by resasting Arkicle 31A, provisions
have boen asde, smong othap Lhings, for 3

1)

2)

3)

4)

taking over of Lhe sanagenani of sny peoperiy by Lhe
Stete for o limited period in the public interest o
for proper oansgeaeni

anslgaastion of two or sors Cogpopstlions in Lhe public
Antarest or for propop mensgement)

the satinguisheont op mudificstion of any pighis of
aaneging sgents, ssnaging directors, dirsators sta. or
of any voting sighis of shapsholders, o

the extinguishment of acdification of any sights asising
out of eny agesenent, lesss or licenge in gespect of mny
sinersl op aineral odl, and no lav regarding the sbowe
shell bo vold on the ground of Anconsistonsy wilh the
rights stated in Articles 14, or 31. For Laking suay the
priveats gwnership by the Governseni adequats cospengstion
is requized to be peld vhich is squivalent to the value

i

Subodh = ¥5 » State of wesh Bengel
Aol Re (1954) tuprome Coust 170, ’
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cfmpmrtyulunﬂﬂnm.’ By assking 284h

eosndeeni An Lhe year 1971 and by intpoducing nev
Astigle 31=C which substitutes the wopd 'cmuum'
by ths word 'Anount’ and provides that eny lev which
soeks Lo lmploment the dirsctive principles in Articles
28(b) or (o) shell be volid on groumd of baing ingansise
tant with Agticles 14, 19 or 31, end no lev which
declaras thet it is for giving effect to these peinciples
shall be schallisnged An any Courd on Lhe ground that At
doss nol give sffect to this pollcy. This change over
of the Constilution hes besn sade on Lhe background of
tuprems Courts’ judgeasnt steiking down Lhe hanks
nstionslizastion. 42nd ssendeent (1975) confers Lo the
Farlisaant sovopsign powepr to smend t(he Constitution and
declares this powep ss bayond Lhe judicial review,.

Apert from the sbove Canstitutionsl provisions Pest X111
(Asticles 3501 = 307) of the Constitution contsins some vitst
rulss ragspding teade, comnoece snd intercourss within Lhe
territory of Ilndia. Uf Lhass Apticlies, Article 306 had been
repsaled. Article 301 states thet subject Lo the othes previe
sions of the Past, Lrsde, commerss end intepcourss theoughoul
the Loeritory of Indis shall be fres. Asticle 302 stsies Limt
Paglisnent asy by enacting lev iopose such rosiristions on
the fresdos of Lrade, commercs of Antsroourss helvsen ons siste
and snolhsy or within any pect of Lhe terrilopy of lIndis s

3. Cooper VS Union of Indis A.d.R. 1970 S.C, 5684 (808,814),
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may be pequissd An the public intepest. Asticle 303(3) lsposss
rostrictions on the legisletive povers of Lhe Union snd of tiwe
States vith pagard Lo Lrede and commerce. Asklcle I3 (2)
stabes thst nathing in clause (1) of Asticle 303 shell pravent
Papiisment from msking sny lav giving, or sutharising Lhe
gliving »f , sny prefeponce or soking, or sutherising the ssking
of, eny disceisination 1f At i declared By such lev that ib
As necessery Lo do 80 in Sthe purpese of dsaling vith s situstion
arising from sasrcily of goods in any part of tha tepritoey of
Indis,s According Lo the provisions Cl. (s) of Article 304
“the principle of frasdos of inter~siats tLrade wnd counerce
daclared in Article 301 is subordinate to the State powse of
taxing goads ieported from the sister states provided snly no
discriaination is made in fovour of sisllesr goods of locsl
ordghn.™ Articles Y04(b) allovs the lagislature of States to
iopose such reasonsble pastrictions on the freodos of Lrado,
conmerce of intercourse with or within Lhet State as asy be
raquirad in the public Antarest.

*A lav imposing & *Seles Tax’ Ls, in Ats pith and
substencs s legislation under Eatey 54 of List 11 wnd not under
the Entey relating Lo teade or conmerce md doss not thagefore,
roquire Lhe previous assent of the Prosidents”> Articles 306
states Lhet nothing in Agticle 101-303 ghall sffeet ths previe
sions of sny existing lav sxgept in se fapr ss Lhe President mey
by erder othervise provids, "Thus in viev of Apt 305, it is

4. State of Oombsy VS United Molorss A«l.R. 1963 5,C, 282,

5 Inmunity VS Stake of B (1863) B40eboRs
* 17032) Pats AJ.R. 1953 Pat - el *
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not possibls to contend that the Molor Yehicles Act, 1838, i
\nvalidsted by Art, 0K° “RAules mads under tha Uefence of Indis
Ast and continued by the Miseellensous FProvisions Acst (XX ef
1347; form the axisting lay and hence, ordues sade Lthereundaer
ape nol mu’f’ Articles 307 aspovers perilasent Lo appoint
wtmui fnr careying out Lhe puppose of Apticles 301 te 304,

in paslity Indien Consbitution hes astablished 8 alxed
coonomy whege privata undeptakings seo aslloved Lo aslalsin
thalr existancs but with sorious pestrlictions end limitatlons
under Apticles 19, 31, 302, X3 and 3M, Article 19 (18) confere
wids povers Lo the Govegpnament in Lhe nase of public Aintersst and
ctate enjaoys vide suthorily on Lhe ground of Lhe general, soclal
and egonoajc polliolios of the Stasta, In Lhe fasous cose Dvark
Frased VE Stebe of Ul.Pey 1354, ths Supremn Courl declared that
a8 rasteliction is ressonsbie only whon there is s proper balence
between Lhe pights of Lhw individusl end thase of the sociely
betvesn his fundsaential pights Lo fresdom and Lhe oves riding
nead for social contpol and public intepsst, This peincipls
Ls folloved sincs then, |

Under Lhe constitublonsl framavork it 1s interesting to
discuss hov thes Government regulates privets Industey. Op. NoK,
Sengupts in his spticle = Governeent Regulstion on privats
industey ~ an intammestional comparissmy stotse -  "For noarly

8. Motilal VE Utlap Peredesh, A.l.R, 1931 AU 257 (27Q) 3t4
r.a.l CeSaSe Molop Sepvice VS State of Madres (1952)
2 Mol.ds 694 (1994),

T Govarnasnt of Mysore VS Mehanta (1951)8 D.L.R. 44 (Mys,)
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& quaprter of & csntupy nov Indis has expspioanted vith the
sagulation of privats industrisl developsent ihrough a multle
tude of sasinistrativs contpols oparated by diffepant Centesl
sgencies under different lews snd policios with sn inalstence
on ssrutiny of slaost every single prospect of significence,
Apspt from the dipect conlpol exepcised by industrial licencing,
Lhere sre also ths controls theough cspital goods impost
elescance, foreiygn invastaent or eouaberau;;\i :Cl?;f;\m.
control over the astter which confogas to the lald down dy the
Savecnmont priorilias and the “onopolies and Hssteicted Trade
“pactices Agt, The daulared cbjectives aro to custr the avilse
of privets entspprisss snd Lo sakes AL conform to Lhe Govarne
mantally laid devn prisgitiss snd the oversll gosls of sucisl

and acononic junuem“s

Oz. Sengupta has stltacked the progadursl cooplexitiss
of licensing stec. and given iliustration of ifendeprin Lypo of
adainlstrative guldance and supervision followsd by Japansse
and South Korsen Govesnment in order to eliminate sll auplice~
tion of vork as evidenced in India for stessalining the adeinis~
trative process snd the crestion of s unified syston for deal-
ing with f{ndustey as & vhole.

However, many persons hold the view in favour of Antpo~
ducing sore severs ragulations Lo sxspcime control over businsgs.
dn Lhe conteery, Lhere sre seny who think thet thers Lip no need
for such conteola. As o setter of fact ssny pelicies and

8 Songuptes, DFe NeKey Article = "Gevepnment Regulgtion of
Private imury = An Ainternational cosperison,’published
in Government and Susiness in India, Dascupts A end
wm NeKay Allled Book Agency, Caleutls, Edn., 1970,

L ]
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contpols have brought & heavy mense of disappointuent in busl~
neps. Government also ia svare of the nsed for soos liberall~
sation of control snd relaxstion of raguletions in ceclaln
areas 8p vell as for stresnlining Lhe procedures.

The polioies for the intservention ere forsulsted within
the fremevork of the Constitullon of India, the Flve Yase Plens
and the Industrial Pelicy Resolution of 1948 end 19556, "Theoe
i s hardly any esras of business sctivity sffecting soclial intsrast
which 1a not regulatad by the Governaent, and it 1s vell = nigh
japossitile for an executlive Lo nskes any declsion in such ares
without baing faallliar vith Lypss of controls and their laplice~
umm“s This contpol has becosns necessary in 8 countey, llhe
Ingio where thage 1 prossnce of o strong business class in ths
countey, Lhe domination of privats industey for long with scqui~
sliive intspest. The Covernment's concepn sbout shortage of
repources snd its dotersination to develop s pattesn of sconoale
dovelopment with clear objactives are sufficlient psasans for
the Covernsent to exseclss close contpol Lhpough vapious asasupes.

we genspslly do not suppost the largs verlety of sdainle=
Lretive control messures soms of vhich have further geone on
auitiplying Lthempslves, and caused deteimental sffect for the
grovth and development of the country. Gusinsss hes dafinite
rols to pley for the benefil of Lhe countey. “The Gowvernaent
has certain dofinile anpectstions from business. (me sapectstion

- - - -

| Jpsit. Doasguptes A ond Sengupta N.K,, Govegpnmant of
*  Buniness in ladla, Pe3T8e oee
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of the Govopnaonk 1s that businasssen vill not resort Lo pos~
teaint of trade, hospding, cosnering, sdulissstion of products,
unreasonable price and othse unfale practices. The other
expectation ls that business vill co=operste with Lhe Government
in rospoct of all policiss for Lhe sconomic end socisl velfare
of the cmuy'. Siallarly, the businass expectstion is that
nothing An the policles of the Govepnmsnt should disturb the
growth and continuity of business An s major form, ALl thepe
are nutual expegtastions. But the relationship detween Lhe Gowt,
and businass which As beconing more and aore direct on sccount
of several policles asnd messures of the Governsent ls nol one

of autuasl mdeutndmg.'w

This olsundorstanding and alsteust ceused ssricus sffects
on business houses vis=s=vis coapany, Ooth Government and busi~
neas housss should cons fopvapd mnd Lake Lhe Lagh of jJoint
vantura for the upliftsant of the countlry. Such gep between
the GCovernmsnt and busineas houses is not to be bridoed ovese
but removed. Out it is certain that Lhose who criticise Govern~
aent ragulation and controls forget Lhe aspliration of the pacple
of Indis wvhich is clesrly indicetsd in the Constitution of Indle.

In conclusion it can be sefely srqgusd that the Govasnmant
has gob conptitulionsl rights and responsidilitlies to send Lthels

repcesantatives to the industriss for Lhe cause of public intspest.

Mre EeloNe Simha, Directos of Lhe Institutas for Finenois)
Mansgement and Ressarch while forvapding Lhe book 'Cospurete

10, Upeclit, Doagupts Dp. As 8nd Sengupta, Dp. N.X, Govepnmsent
and Susiness i Indis, Pe380, ' o



227

Mansgeaent. snd Agcountabllity Tovapds s Joint Seutosr' atstes,
"As regerds the peguletion of ths peivate sactor, the Leouble
in the countey L1s not lack of legislstive suthopity but
unwillingness eng incapacity to sdainister Lhe laws. Jut the
privats ssctor must ceform Atsslf in o spiedt of enlightensd
solf-intsrast,. A senss of trustasship should prevell in private
seclor asnageacnt, which ausl also aeke profite on Lhe bsals of
efficiency, rathap than nonopolistic and unfsls ppectices.
Froa the sodest contgacts which i have had vith privates sector
managesent, 1 should sey Lhat while ths initlisl resction of
managensnt. of any proposal for refaro is not quits fevoursble,
there in 8 gradusl villingness Lo Aeprove. Thero 1s emple
svidencs Lo prove that privets benefit and pudlic good can be
harsonised. This process can be spasded up by independent
dircctors with ascadeslc snd profeasionsl bmkgrmd.“"

4.3

The lapoptanca and role of Dosed of Dleectors in Lospany=
ianagensnt in Lhe overall economic davelopasnt of sny counley
pagticulerly for safejguserding the integeslts of diffecent consti~
tuents of Compsny is beyond crilicimwe, uUndep Lhe present sacio-
scononitc conditions vhen Gavernagnl Lo trying to Pulfil Lhe
aspirations of people to glve soclial Justice in apdep Lo establish
soclalistic gatlesn of saclety, Government's involvemsnt in
dusiness oGlivities has becoms lnevitable., To find out Lhe
assng of achlsving saciel justice, conteol and constraint have

e bl .y

13, g::h' &.L:N.g vhile f:::.{fi ¢ Th.ﬂoaﬁ ;f:fﬂﬂrc
agensn d Ascountabl Macaillen Cospan
of Indis Lid., Ist published 1374, Peviil, d
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besn instituted theough Compeniss Aot, 1956 snd meking amsndments
tharsaftar and foraulsting other ensciasents relating Lo Lhe Com=
paniea Agt. Voo such control may gensrste ssny svils like tax~
cvasion, divepsion of fund, accusulstion of blsck asonay, ete.
“racticelly in coopetition with the officisl money in clrdoulatlion,
black money Lis cleculsted aors. But it essn not be lnvesled An
the trade, industry and coamerge openly. It say be uped in
various vays to aperats Leansactions fulfilliing restprocsl
interests of blsck aansy holders. Thiz unsccounted sonsy is
salnly pasponaldle for uncontralled Anflation Dy ceresting tLremen-
dous siraln upon coamon people of aversye income, As » remult,
proverly, aslnuteition, unemploysent, Allitsrescy and olher sing
of huaan 1life are peigning in full swing, The industrial geowth
has been pelearded.

But the Govapnmant hoadad by Friae inlsker tat. Indipe
Gandhl was of the aopinion that contpoles have promoted industriasl

growvth,

. In 8 statemont on July 8th, 1984 Mp, N.Os Tivael, Unlion
Minister for Industries asscrted thet “Reguletions end controls
havs proseled sether than hindeged indisn Industriel devalopment
during ths last thees dacades of plmlnq,‘ Speaking st Lhe
snnusl genseal asating of Lhe tHindusten Chsaber of Comssrce st
Madres, Mp. Tivarl rejested the contention Lhat gegulstions and
controls had stiffed industrisl devolopment, Referring to the
currenl economic crisis being faged by same of the Latin Asssicen
cauntrise, ha pointed out Lhel Gavemmments in thesse countries
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iure now sepiously contemplating conteols and peguiations Lo
pull thea osut of Lhels moss. Mr. YTiverl ssld Lhat ihe choles
vas clear = whebthep Lo heve contyols snd regulstions after Lhe
soss of whether one pesoriesd Lo contpols in order Lo avied o
msess, Indla had chosen the latisy path ond had bosn proved
righte: This had boen recognissd by sven Lhe intepnationsal
Monetery Fund. IL is ostisr of satliefsction Lhet Indis schievad
s large ssasurc of sslf sufficlensy Lo provide Lhe capsblility

to sustain the future grawlh of vital segtors of the my."

The shove is not 2 biased opinion. Ald=indis Consarilve
mosting in Peris in 1384, vhere 14 counteiss of Lthe world sceem~
bad, avarded Indis's scononic performance with high asrks and
optimiatic forscast. The Tirst thrse ysars of the sdjustaont
progesoms yvitrnegasd o historic beesk Lhpough. Indls overcense
from its Lraditional congtesint of a 3.5 pag cendt growth pate
and roachad a new lsyzl of 5 pesr gant. And growbth pats during
the last quartor raschad ss high as T per cent. Ouring this
short period Indle recorded desamtilic inassese in cpude oil
production which alaost doubted from 10U.85 silijon tonnes in
1980=01 to 2G.2 million tonnes in 1983~84, The shero of all
iamport In total o)l consumpllon declined fronm 68 pep cont in
1380=81 Lo anly 27 por cont An 1983~84, Finsncs Secretspy
Fele Kaul called Lhe incrssse in domsatic oil production the
single aost iampoptant factop in bringing a tuen pound in the
balance of paymsent situstion, Sut thope ves an squelly importent

- - —d

. The Economic Times, Calculis on July S, 1984,
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vindfell Lhet holped renitisnces fros non-realdent Indiens Lo
indlan benks that had avarsged sbout Re,200 crores, Juaped to
e vhopplng Re.800 grores in 1983~84, Resl lovastaent in
ennrgy and beslc infrasteuctuen sestors, slthough lover then
initial plan tapgets, increased st substentislly higher luvels
than in previcus ysars. Hoppse slee noted thet Lthmks Lo
externsl debt senagement, Indie succeeded in psising its

growth rsts without sndsmgering Ats high credit mtmu.m

e, Peansb Mukherjus, Lhs Lhen Finencs iinlster of
Indias wipo unfoldod the rosy pisturs of growth of the iadien
sconony An his ertlcle publishad ln The Leonomlic Times,

Calcutia 'S

The Nationel Council of Applied Economic Ressarch, in
its roviev of Lhe Indisn sgonomy, ostisstes that cconomic
growkh poie fac 15983+94 mey go up Lo 8%, sgalnst Lhe B,
sstisniad in the pre~budget Economlc survey.

In this connactlon it is worthmentioning the feet that
28 asrs incresse in Lhe GNP iz nol necessarily an indication
of happiness snd velfaprs of Lhe nation,

According to Justice Sacher, in 1977T+78, 309 allllon
psaple had been boloy stapvation level (asans Re.2.16 to mpond
par capits per day An rupsl sress end Re.2.50 in urben aress)

124 Lattay from Wgshi (Ald Indis Cmmum) fat. on
the beck, by Indee3it é-um 80 INOIA TODAY
August ig S84 (Magazine).

13, Article 'acope fu setier th sata’ by Mg, Prensh
umap | mr. Finanoe mmu&wumc

in the ﬁ'-'u Times, Calcutts, August 15, 1684,
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An Lhe prices of 1977~18, The dispasiiy betwesn ihe pooe

and glch Ly incroesing day=by~deys 'tiliens of people sre
uneaploysd snd creste a colossl problem, Under sueh conditlons,
Lhe corporste sector has got Lhe responsiblliitiss to solve

sueh pmmu

In this context it is necsasary Lo discuss Lhe polley
of the present Government which is suppossd Lo be the policy
of ‘liberelilisation’ end ‘privetisstion,'

4.4

1t is pouportsd thet Fpiace tlinisier dirscted the Cablinet
Secretery Lo woek out a8 system by vhich 'uingle windev clear~
snce' could be effectad in all setteps vhere Lhe Gavernamnt
had Lo desl wiith the public including industrisliists, The
dipsctive camn during a seoting Lhat Lhwe Ppims Minister lwd
with 42 Ssecetariss of the Unlon Govepnment, It wes pointed
sut thet in ths vorking of thes Govegnmsent thope wes lsck of
covordination batveen vaplous alnistriss end vithin the olnle~
trlas, The peupls had Lo go from ons plege Lo snothey end
froo one placs Lo snother =nd feon ons person to snolher

soversl times to get clanm.'s

Another hopaful direction glven by ths theon Finances anhd
Commasce Minlstar, Vishwenath Pratep Singh on 26%h February,
1985 assured industeislists of stebllity in fiscal sd teade

14, Secher Justics Rsjinder = Agtigls, Corpunu Lows) offecst
on the growth of pormie Suhr mum in tered

Searetary, Vol4Xl Nu.i January 1

18, A Repert » ing in the Flnmlll Exanm Sonba
June 234, Y988, Yo
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policies. Marsover he agreed to raviev Lhe cleassance pollcy

80 ap Lo maks At meaningful., The budget for 1985-8G placed

by tha the Financs Ministap Mps Vishwenath P Singh on the 1Gth
Magch 1965 gavs basket of concsssions Lo the privets corporste
sectar, aainly designed Lo raducs rigidities and laprove the
snvironaent of Andusteiel growthe To mentlion & fov, teenty
five Andustrios heve Goen delicenmed end the values of assats
of large industrial houses for purpose of MRTP Ast saised from
R8.20 crores Lo an incredible saoumt af Re.100 creresy Lheroby
reflecting the Covernment's political will. Me slso redsed

the investasnt csiling for the mmsll~scale ang encillesy indus~
Ltries snd also graniad saciss duty concassions to the mmell
scale ssclopr, Rste of Corposste Lax in the cess of widely held
companies was reduced from 55 per cent Lo 50 per cent. Compe=
niag engagad in geowing and manufecturing tse in the Countey

to be entitled to a deductlon of upto 20 per cent of thelp
profits depositad in & speclel secount with the National Senk
for Agricultural snd Rupel Development. Expoctars will ba
antitled Lo a deduction of smount not exgeading 50 pepe cant of
sxport peofits to be capciad to o Reserve account to be utllieed
for business pronotion, 1t ie selc¢ that the dudget expresses
Lthe Governsent's avepsll cosajtsent to development, Lthough
econoaic engincering remsins Lo be spell out in ‘uﬂnl srosa.
Apart. from the said concessions the propasal for relsing the
interast paysble on convertible debsntures of non MRTP snd non
FERA Compeniss from 13.5 per cent to 15 per cent would mmsnlly
atiract 8 broader msction of investors Lo seasllsy ml‘u for

sovestasat.'® .
18, T™he Egonomic Timss, Caloutis Fedruery 28, 1968,
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Indiesting thet Indis vould furiher libesralizs forsign
investasnt rulas, Mp. Rajiv Gendhi the Prime Minister of lndle,
on April 15, 1985 lnvited Poreign investors Lo participate in
the high techmology ssotions of the countey's asconasye Mp. Apdf
Mohasmed Xhean, Uslon ‘inister of Stabs fer Industey snd Company
affalrs hes urged Andustirielists in Lhe sastsrn rogions Lo
besak nav gpounde and enbepr high teshnologies of the fulurs be
it alsctronics, bho+tachneleyy oc now m«m»"

4.8

OifPorant Chambore of Cosmercs in Indis velcons Lhe
budget for 1988-85 fer maveral concessions ssde wd liberellise~
tion shown toveedn the privote sootors, "A silont ravalutions,”
pays Palkhivels, on sminant jusist in Indls,.

Femous sconualst Jr, Shabatosh Uatts, while ravieving
the budget (1005-06), stetod that "sfter yesrs of inaffective
telk shout tha dasieadiliby of *plenning from below,' the
Canteal cudget has rsversed Lha angle of vision and has sdoplad
ths hypothesis that the economy will stisin sn all round gain
if the planning efforts start ot the tops This is not Lhe
thing as ths shalenobis' sedal of develaping the infrastructurs
and the commanding aorawth = glisulsnts. The Ldes now seens Lo
be that if Lhe privets industrisl seglar s glven o largs moe~
surze of stimulus = through peliofs in personel end corperete
taxation snd in customs and exciss dutiss on preducess’ goods

1. The Statesssn, Calocutis = April 28, 1385,
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snd theough the sliminstion of rostrictions (liks the MRTF gell~
Ang on assets), oulput and eapleoyment will grovs The non-effisiasl
spokoasen feron Lhe industriasl ssctor hsve gone 20 far Lo say Lhaet
it Lo "teus socinlism” Lo sncoursge snlreprensusship asmeny Lhe
upper aiddls clsss. They seca Lo belisvs Lhel Lhe bDunefits from
such stisulation eof privels satarpeise et faiely high levels will
filter down to the lever levalas in tha fore of higher incosss

ang saploymest. Thoes hes besn e delibersts cholze in favour of
the private seclar and ageinst the public ssctor, 1€ the Lax
pecoiptn nacrificed vare added Lo the aliotetlon of purel eaploy-
aent, the toblel offorls would have besn auch lapgap than vhat
vould be achlievaed by rsisasing the funda to tha privets sector,
particularly when it is nown thatl the whole of the relesmsd
funds any not be avellebis for Ainvestasni, There is of course
the fact that Lhe public industrisl ssttor has voaskened Liis caee
by inefficiency and lossss. Uub no ane has cered Lill now Lo
estimate the sacrifice which the whols sgonoay has ultiastsly

to undargo resulting feroa inefficlent and corrupt sonagement of
lorgs numbar of privete units. The publle socker ot lesst
aperetes under public sgpubliny snd is sccomlable Lo the leglie~
lature. The private ssctor doss nol ebide the questien of seceunt~
sbility, Industerliel units have boen mede sick Ly migsansgensnt,
sonetines nintended, bul sometlioss plowed s lso, Investasnia by
privete equily haldars have been cospletely croded. Intesnsl
funds have not been genepsted snd the howven of the privats
control with public funds (lidbarslly provided by the financial
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instituticns) has bsen cresisd for soney. The individual ewnars
gsin from both sides, vhan any arefit they clsis s Lheirs snd
when thers is loss Lthetl cen bs tesnsfasred Lo Lhe tsx payags
who finsnce Lhe sick units. The ceses of frauds end Lax evasisn
that heve been sxposed ars perhapy only & swall pert of the
pisturs.'® |

Sevaral lesding sconomists ses of the viev Lhat Uw
Union Sudget for 1905+8G msrks shift in policy of incressing

relionce on public ssetor snd thet the impartant rols assigned
to it in tha sconony was belng surtalled,

Sut the then Finsnge ‘inketas, Mee V.Ps Singh snd ssnios
officials of his Hinistey heve specrtsd Lhet Lhere was no quoee
tion of giving up the public svglor, which hes provided Lhe
such nesded push Lo the sconony,

Howsver the Congress porty declered in 1885 st Lip szasion
in ODelfl that *thess is no otder convincing way Lo devalep our
sconoay then the vay of socksiise,'

4.6

As has boen dissussod eariler that the public ssotos has
the burden of responsibility for esteblishing super strustuse
for sll businusse vhother Por priveats op public sestars, mlam
undor stelel conirel of accountsbility to the parliisment snd
public at larga, Thepefors, they could not sble Lo meke as

- i e

$8 Outts, Or. Ubsbatosh Agticle “The Union dudget' plenn
*  for the tip s fublished in the Coonomic Tises, lette?
on April 8, ¢ -
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gsinful sconomic results es sxpested from Lham, The probles
could be sasily solved Af all the business salbspprisas are
nationalissd snd ars Wgoe directly by the Cevernaeoni sgenclies.
But. undee present context, it ie nsither pomsible nor fessible,
Constitution of Indis gusrantess the sxistence of privets

sactor md thus s systes of sixed sconomy wilh 8 view Lo cron~
ting welfars stets ls Lhe ala end cbjagtive of cur netional
attitude. Corparation toeday is viewsd as a social ifnstitutlon,
Agcoeding to this acdern concept, "Lhe businwas snterprise s
vieved as & complex orgsnisstion of pressurs group, Ancluding
vorkars snd ssnsgera, consumars of products snd suppliers of
sstorinls, shogeholders and creditors, ss alss the gonesal
public. Thegofore, Lhe Corporation doss nel bslong to Lhe shage~
holdars only but rapesesnta @ ‘Comsualty of integeshs'. 'The
shapsholder’ 4s mome one who simply provides capital in 8 perti~
culase foro to en antaerpeiee whivh L8 &8 distinet collestion of
intersats in its own pight, he Lo only & special type of

areditop."t?

From Lhis view esepges & distinctive copparate pursonaliby
Lo which Ppraf. Calbraith hag given the nams of *The Tsgshne-
structuse’. The tachnostructurs may have gonls of Ats own which
asy, and often will, contlict with the schisvesent of Lhe saxisus
valuo for the equity holders. The Carporstion, thesefoprs should
be scecountsble to all the ingredients which consiitute s Cospera~
tion,

o

18, g:‘m.t !(i..g; c-pu-l i.:nm “::s'm sosh of C.plnl.
Studies Agtount Mamagesant Oeci
sion, London, 1988, Pe150, d




237

"In India, ovar Lthe lest two dscedea aboul S0-80 per
cent of groms cosposats investasnt hes buen intarmslly fiaanced.
Anothes sbout 25+30 per cont is supplisd by Commsrciel Benks,
devalopaent bnks and seving institutions. The individusl
saver dirsatly provides only 10~20 ger cenl of Lhe funde fer
finencing copporste umdm';m Witk Lhic ssell Anvestawnt
private seclor snjoys Lremondous econoalc power, The growing
doninance of the cospopate form, Lhe insressing decision asking
powar of corporatls sanagement snd increasing by pessive posttion
of shapohalders shich hove together conteibutad Lo en incresaing
congentration of acononkc povss of the Copporstiona. "In lndis,
undoublsdly assnogeriel discretlon in isposiant eraess, sch as
size, locetion, product=alx, prics, process, feralgn collsbare~
tion, sto, otc.y, is soversly resteicied by dirsct Governamni
contpols which have been found Lo be generaily Ansfficient end
ean he regarded ss the principls csuse of cogruption, both poli~
ticasl and individual, The problea of politicel corruplion is
aych mors intricate than Lt appears at fipst sight, The comple
plexity of the probles srises froa Lhe fastl Lthat, in e demaceatic
syston, the paliticsl paruan) skienmpt to collect huge eslection
funds snd an jeportant, aldell disguieed, source of such funds
i the big business."! Companies (Assndment) Act, 1969 prohi=
bited complately Lhe making of any contribution by compenies to
any palilical perties for eny politicsl purpose. The objest
vas Lo slialnats povar., The pessant budget 1965+86 hes seds the

20, Gupta, Or. L,us Corporeie ¢ And Acgountability »
[t il sler; SeplTes patlond D Suir's
Medras, ist. Edne 'lmh *

24 Ibids Gupts De« LoCe Corporats Menagesent snd Agcount~
* ablifty PP 21eg2,
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contribution sp such as legelisnd and thus recsivabls ssount

of monsy due to the Governsent insirestly will ge to politiesl
party, The object is ssid Lo curb blegk meney. Much debats
has bean made as to how Lo regulete the business by Uw Govesn~
mont, specially rasedias of the problems srise dwe to domstion
of the businesmeen to politicel parties. Nelther steict segule~
tion nor lidecsiisetion gives forth sstisfestory resulis.

If contyel snd regulsiion by Lha Goversmoni sce not
properly adhapod to Lhess may generste corruption snd do sare
haora Lo the sgonomy, in the contpapy “Lhe impsct of the corpo~
rate ssetar on tha sconomy of Lhe country is Loo grest end Loo
involved for At Lo be alloved Lo be left alons, The sxlstenes
of Corporate Sector sust rest on regulations framed in publlic
intarast and acant Lo sub~merve public huneﬂl.."ag

what Lype of canteol Le naceasspy in Indis? Hap the
sysiem of contgol mo long sdopted, solved Lhe coloswml wesploy~
asnt problems, the probles of povesty snd insquality of income?

In our viev the change in the vepy 'structure’ end *ounape
ship viev' of the pressnt sensgemsnt should he Letslly revieved,
The sanagoment noads to bs vapled Lo o body conpessd of reprepmn~
tatives of shars Molders, vorkars sapleyses, consusers, finsncisl
institutions including banks snd Covepnaant,. The Lwo Lisy body ~
policy bosrd end exscutive besrd, the former cencentrating on
Lhe delersination of policy and supervigions and letber consti~
tut.od wilh profcasional nplomn toving independent sulhesity

. g i S SN ST S Y,

oXl Noel Jenusey 19831, P33,
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to wask, roally sapert, sincess snd experienced ~ vould wmlve
our present probles, The ‘sultipls twe~iise from of besed’
vould probably lesd the sountyy Lowerds progress and developasnt
in eccordengs with the ppinciples lald down An our sonstiltution,
The systea of Lhe fors has becoss vialble Lhrough the process

of evolution in Indle vhere hugs sacunt of public fund hes beon
invested in corporate businoss and as 8 Astural conaEqUOnce,
finmcisl Anstitutions hove begame intocested Lo nominats pro-
portionats represontation to Lhe boseds Mot only thet, this
aystes sabrages ell the good systems expasrimented ond Lpled
successfully in diffarent counlreies of Lhe world. On one hend
it will poduce the so auch cosplicetions of regulstlona snd
conteol on the othar hand 1L will redues corruption md sntourage
1ibsralisstion,. 4s support the llberalisation aovomant of Lhe
Gavernment with precondition of restructuping the Lop ssnagesent
of companias under the aystes of mulliple systen of Lwe-tise
board but not privatisstion, The systos of myliipla=tvosbiee
Soard aight bo applicemblie both An public svd priveis seoles
undertokings with peofit,

4,7

The adoption of proposed steuvature of Carporsis Menagement
i1.a¢ tha systan of 'sultiple~tuwestier bosrd’ would gein ilmportancs
ovon Af we suppone the pressat policy of shifting isportance fom
public sosoctor Lo privets suclop proves result oriented, The
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senponaiblility of the corporste sector has becoms very much
isportent Lo glve concrate shape of the policy of Liw Gevern~
ment's post budget reslitias. The sggregats Seventh Flan invent~
ment ves visuslised at Ap,3,20,000 croren, of which the public
sactop Anvestaent i Lo be As.1,50,000 crores and the private
sesctor investmont R,1,70,000 crorus. To tesaslote this change
of philosophy into sction the Govepnmant is in hupey and venls
the privets segtor to vasts no sore Liss in lLaking the naw pole
ansigned to then, This huprrynses shows the sincerity of Govapa~
ment Polliey,

The fulfilacent of those hasvy tesha sndowsd on privste
pactopr depend on several citernsl factors 2lsc which ape bayaond
Lthe contpol of the privete segtop Limelf,

| Every ons knows Lhet privete seotor Andustey ls eofficiant
ang At known best how Lo meke profit. But thore are olwy sapects
or agsas In gespect of which Lts pepfornencas mnd abillity i3 role~
tively unknown, The ignorsnas arises pasily from the fact Limt
the ons single stetswment which is geserslly published by ewary
sonpany An its anmual reporl which Ls addressad be iis shapee
holders only snd nob Lo other ingeediontie of Lhe sompany, This
report naturally expheins Lhe ocepeny's financial perforeence
and tho effigianay with which ils operstions vers condustad, ang
is sll tellorsd to communicate with Lhe sharchelders, Perhepa,
they have never considered themssives $o be responaiblis to any
ons except thely sharsholdesrs. Fov companies heve asde an
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stionpt Lo communicate with othar sestors of mhty.‘u

M. D.R. Pongse has suggested Lhe wubeission of helf
yesrly stalesent to ihe shapsholders; providing opportumitiss
for eaployseni far Lhe sillions of the unemploysd people in
the gountey notsbly the unekilled rurel pesopley supplying goods
to asteh Lthe incrasning needs af Lhe people dus Lo industelie-
1isstiony cheeking of inflation; taking responalblilily of
genareting ot lusst 8% of the totsl tax cevenus of the Covern
ment (Coppopution Lax, the rolsitive sxclize duliss snd the custows
duty and axcluding incoms tax pald by the eaployces of Lhe
Conpaniss) and finally assisting tha country {roa Lhs asvepe
foraign sachange ceisis by way of promoting exporkts sad slso
by wey of raducing impopts » the probloma liksly to be facod
by the privala ssctor Lo be solved. Sose kay parsonnel in the
public ssgtor should ba taken froa Lhe privsts sector organise~
tions fop Ats efficient sanageaent. As mast of Lhe Anfrastiruc~
ture sciivitias in the countey sra nov wndey public monopoliss
s.9, stesl, essl, slectricity, crell, temnaport, slr transport,
post and Lelsgeaphs ang (slscommmiastions, the prices of
thees Ltanms should not Le alleved Lo De ralmd a8 Lhet will
sxert spireliing offest of increasing pricss of sll goods snd
sarvicesn and gensrale s high cost sconomy.

Me. ORe FPandme contliudes hMa articles to vhich we shere
our opinion that "in the meanwhile, industey hes no Lims to

i

Pangdse O.R uln - mm Soptor ~ Pogt -
rasiities gé"” the Cgonesic Times, Calcutts,
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lose ner sny justifisstion for sitling on Che fence. If it
glves results, s At seen Lo bs giving results, e geratsful
nation would certeinly offer further concessions withoul hesi-
tation, Un the ather hand, Af industey falls sven new, AL say
torfait wny claia for sympethy and At sheuld not be surprised
to sss on intense weve An Lhe apposlite=dipection whigh will be

difficult to stap

We spe of the opinion that all thase probleas could be
nmininised only Af ‘Muliiple Tuo~Tier Soard systos' is sdopted
both in privals and public sogtor sntarppises, As, this Lype
of boapd 1a sn asssably of the srsprassntatives of differont
saguonts of the sacisty sny type of danger ss stated above sould
be avoided and any Lype of asplirstion sxpectad froe priveste
ssctor could be fulfillied.

In the next chopter wa shall tey Lo highlipght Lhe asnagy~
aent pattasn of Companies in diffsrent counlrios = Lhelr festures
snd techniques end lessons froa then which cen be gainfully
enployed in Lhe Company Manggesent of ladia,.

- o A

24, Pendas S.R. Acticle s Corporste Sester ~ Past = Budget
coalitissg gmu.uhed An toonomic Tises, Caloutts,
Mey 30, 1988,



