CHAPTER _III
GROWTH_AND_ROLE QF CORPOFATION IN INDJA

In the previous chapter, the discussion on the
growth of the corporate sector has thrown some light on the
role of the corporate form of business orgsnlsation in the
economy of the country. Growth of corporations in terms of
their number and paid-up capital may be regarded only as
one of the indicators of the role of this sector.

The other indicators of the role of corpérations
are three in number. One of them is the rate of capital
formation, Second indicator is the ability of self-fimancing.
The last one is about the share of the corporate sector
in the Net Domestic‘Product of the country. O0f these three
indicators, the first is an index of companies’contribution
to investment. The secoﬁd indicator is an index of companies'
contribution to the saving process. It relates to sources A
of corporate finance i.e. how capitai formation is financed
or to what extent internal finacing has been achieved. Capital
formation and internal financing are two vital processes
that may reveal how far the corporate sector has been contri-
buting to its own growth and also the growth of the economy
at large. The last indicator explains the positiom of the
cerporate sector in the national economy in relation to the
non-corporate sectors such as Govermment sector and the

household sector,
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As regards the trends in capital formation in the
corporate sector of the economy, some useful data are made
available by the Taxation Enquiry Commission (1953-54) and
the Reserve Bank of India. But, all the detailed and
continuous data are évailable only for the public limited
éompanies and not for the private limited companies, There-
fore, in this énapter, only the public limited companies
are dealt with. The Taxation Enquiry Commission took a
sample of 407 and 448 public companies belonging to manu-
facturing industries for the period 1246-51, This sample
comprised companies having a paid-up capital of R.5 lakhs
and above and covered 19 major industrial groups. The data

are summarised in the following table:=

00039. .



- '39 -

2)0T 324 ‘t1°Topr Svg-goel ‘uorsstumosn AaTndbusg wOTaBXR oUL J0 130881 =200I005

AT s T A gt ooins e KT S DA g s SR B N Mo v S 20 e I SR 1 S G T, s Tt 1, HTVS VR BP0 ORI A D WOTH gy WP WA i, TV WS OOt PO GO
R S e Wt o e B AN, Moty S ot i M D . - o b S e R R e e e I e T R L A e m E aa oL,

i

29 09 89€ 028 268 238 €89 1¥10%
83 TL 12 LT i 1872 3 2s es3 se YsEY
6= 6a~ ail- gl= o . & 8% °* ** S]ULWISeAUT
V4 CeT €T 3t 2 ez ot *e SeOUBADR XBJ '
wo8L . .. 1% 88 06 L8 6  °* - **selqBATSOEY
6 o8 - ATt 20T - BYB - - BeB GeT  **  °* Azoquesuy
18 29 (SOT) (98) (¥€3)  (918) (63T) ($30SS® POXTJ 3OK)
8% oF (%) (0L ) (L23) (€328) (8ST) °* (uoTzerosideq)
(AxsuTyorw pug
T €9 (9TT) (60T) (6L3) (992) (€9T) quetd ‘ygotum Jo)
€9 6g 6LT ogT 19% 6e¥ 383  $3888® DOXIJ S60I)
8%F  LOF ia7 L0V 3% LO% . R
d ki a v g ¥ Jo aequmy
2 e 2 T
TG~o%6T
(1) Jo uranp UOTIBWIOJ Tg6T 976t
quadaed 58 (€) §31988® £804H UT $368s8vy UT sjessy

(sosdny Jo S8I0I))

00040.



- 40 =

From this table; it can be pointed out that gross
capital formation, iﬁcluding that en account of new companies,
during‘thé period 1946-51,-stood at Rs, 359 crores, Of this
amount, additions to grqs% fixed assets accounted for Rs.179
crores and inventory acéumulation for B.117 crores, Increase
in lendings i.e. receivables and tax advances amounted to
Rs.54 crores, and’incfease in investments and eash together
o B9 Bﬁoresé.Tﬁas,’gréss fixed assets accounted for 50
percent‘bf gross:capitai formation., Inventory accumulation
represented one-third of total asseté formation. However,
from the point of view of the entire public company éector,
"the gross capital formation during the five year period
1246=51 in the manufaéturing sector for all public limited
companies is estimated at R.671 crores; the addition of
Rse 317 croves of fixed assets (gross) during the period
wérks out to an annual rate of m.63_crores“sgl)

The above discussion throws light on the performance
of public limited companies before the beginning of India's
First Five Year Plan, Beceptly, systematic data relaﬁing to
éom@any finances are made available by the Reserve Bauk of

India. The Reserve Bank compiled data for 750 public limited

(1) Report of the Taxation Enquiry Commission, 1958-54,
volel, page 114,
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companies for the period 1951~55 which is also the period
of Indla's First Plan. Each of these companies had a paid-up
capital of B:.&lakt}_s_ and above, The following table represents
data on capital formation during the period, 1951-55:=
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The table reveals that the gross fixed assets
formation rose from Rs.33 crores in 1951 to Rs. 81 erores in
1955. The total uses of funds or what is the same thing as -
- gross capital formation of 750 cﬁmpanies'stopd at a figure
of Bs.124 crores in 1951, It fell to R, 101 crores in 1954
and rose to Fs.136 crorves in 1955, While the gross capital
formation has shown raﬁﬁer erratic trends, the gross fixed
" assets formation has shown a steady rise:; Of the gross

capital formation of Rs.443 crores during 1951-55, the gorss
‘fixed assets fbrﬁatiéﬁ accounted for sbout 60 percent.
‘During this period, inventory accumulation refealed wide
| éariatiOns. The value‘éf gross fixed assets at the end
of 1955 was about 50 percent higher than at the end of
1950. It can be sald that, on the whole, the companies
showed a continuous grbwth from 1253 onwérds, after the

set back witnessed in 1952 -as tﬁe aftermath of the Korean
boom. n -

For the first three years of India's Second Plan,
the total capital formation in the coréorafé sector Qas

as .unders-
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From the table, it may be poimted out that as against
the totalfgross capital formation of 1,293 crores in 1956 and
&.294 crores in 1957, it stood at a low figure of R,192 crores -
in 1958, The total gross capital formation during 1956-58 stood
at Rs.779 crores.

For the year 19569, data for 814 public limited compa=
nies are availablek(vide Reserve Bank Bulletin, February,1961,
pages 198-204), The gross fixed assets formation in these 814
companies amoép@éd.tp_kgss.s_gggrqpﬂgf which 76 percent was
accounted for by plant and machinerye Inventory accumulation
amounted to Re7.7 crores. Thus, the total gross capital forma=-
tion 1.es gross fixed assets and Inventories put together
amounted to Bs;103.3 crorese Inthése companies, the rate of
total capital formation was 5.7 percent compared tOo 14.3 |
percent in 1957 and 8.2 percent in 1988,

For the year 1960, the data for 426 public limited
companies (vide Reserve Bank Bulletin, January, 1962, pages
43-48) reveal that the total assets formation in these 426
companies stood a£ B5¢94.4 crores. The rates of total capital
formmation for all‘ccmpanies‘showed’é significant improvement
and stood at 19;9 pexceat'(gfoss)_and 10.8 percent (net) in
1960 as compared to 4.4 percent iéwcss) and 2.5 peréeatﬁ(net)
in 1959, o - -

Fron theiabove discussiony it can be said that the

overall trends in eaéital formation in the corporvate sector

oo .46.
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'could be regarded as sat sfactory. In‘the absence of
continuous dataffor the entire corporate sector (i.e

both for the public and the private limited companies),

one can only point out in genersl that, "if these trends
are not interrupted hQ abnormal factors and situations,
the total add 1tlonal resources that might become available
t0 the cgrporate sector during the Second Plan as a whole
and thereaft?é)during tnekThifd Plan would indeed be
substantial®,

* The second indicator of the progress of'the
corporate sector is infﬁrnal financing. Internal flnanci ng
when thought in terms of dmobilisaticn and utilisation of
resources may be described as an act or process of utili-
sing the retained or undistributed »rofits to meet the
requirements of fixed or working capital. A company's
. internal funds represent depreciation reserve and free
reserves including capitalised reserves,

On the other hand, external financing may imply
the use of resources collected outside the pusianess of a
company, such as lncréosp in subscribed capital, loan
capital, debentures and deposits by the public and payables

like thw tax accruals,

(2) Trends in Company Finances with particular reference
to the First and Sscond Plan perxoﬁs, 1960, by ReK,
Nigam and N,D.Joshi, Depte of Company Law Adninistra-
tion, jlnlstr of Cué. Iﬂ, New Deth, page 47.
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Generally, internal financing is governed by
the volume of earnings, the policy of dividend distri-
butions and the corporate tax policy of the goverrment.
It should be emphasized that the crux of the problem
of financiag the corporate sector mainly lies in the
capacity of the companies to expand with the help of
their internal resources, Further, the availability of
external resources largelyidepends on the extent to
which companies are able to self-finance. Hence, it is
generally the avallability or otherwise ‘of internal
resources that would set a limit to fixed capltal invest-
ment,

For the selfwsustained growth of the corporate
secter,'plougbing back of profits is of crucial importanc
‘Of course, a company may plough back the profits for a
number of reasons, such as, safeguarding against business
cyéles9 equalising the dividend rates, making good the
deficiencies of depreciatioen, creating or strengthening
a sinking fund to meet the debt liabilities and creating
a reserfe for expansion. Of 211 these motives, the motive
‘of ereating a reserve for- further expansion is of the
grestest significance in the context of the industrial
development of a countfyﬁfIt is mainly due to this reason
that while discussing'ﬂhe codditions of a dynemic soclety,

Mrs, Joan Robinson stresses the importance of acetmuylation

o048,
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and investment énd states that, "for the entrepreneur,
the nurpose of carning profits is hot'toiiﬁdulge in N
consumption but to preserve and expand his business."
She further p01nts out that, "the paradoxical seemi
.pursuit of’profits for its own sake has led to the develop-
ment of an economic system which has nravedAnst only
viable but remarkably produotlve of wsalfbs“)

Therefore, in the conxert of India's Five
Year Plans, the Planniag Commisszon £oo Has emphas;zmd
the importance of corpdrate savivgsa fiyen before the period
of Indie's Five Year Plans, ‘the corporate savings played
an 1mportwnt role in the country This becomes clesr from

the following tablei-

(3) & (4) The .A.ccumulatw on of Capltal, 1956, by Joan
© . Robinson, pages 39 and 40 recnectlvelve

=«
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Sources of Financing Capital Formation during 1946-51
) (Crores of Ts.)

Increase s (3) as per-

1 Liabilities «+ Lilabilities

¢ -in 1946 1 .in 1951 s 1 -ceats of

' s : T

A S Y, X (2) LA ) NS & 1 B
Number of i A P v 1y
Companies ] 407 v Ay B 1 A « B it & 1B

: | 17407 | 448  ; 407 ; 448 | 407 448

J T T T 1 T i
Paid-up 1 ] 1 vt 1 L
Capital 1 189 1 2231 245 1 641 861 401 54
General 1 : ‘ ' ' ! '
reserves 1 41 1 621 63 v 21t 22t 51t 54 .
Depreciation 1 ‘ i : 1 1 ] v
reserve ' 153 - 1223 ! 227 P ) 74! 461 48.
Taxation ' i 1 1 1 : 1
reseve | 80 i 49 B0 4=l i = i = =
Development : : 5 - : -
and other ! ! ' ! ' ' !

] T . ] 1 ] ] ]
;SSGI':‘;S i 45 ; 32 L 73 T 27 L 28 ; 60 : 62
orrowings 1 1 o 1 1 t s '
(ot which : 77 : 162 ; 12 ; 85 : 95 : 110 ;123
from banks) .  (23) 1(67) 1 (710 1(am) (48)l (191)E 209)

% ! " -y ,‘-« it =y ” =y A - - ~E

Total , 533 , 852, 892 , 3201 3591 60 , 67 _
TIWRwWS 33322‘33&'3:3‘33 EEEERNINSIuRESSIEERIEnEIE mmzszzzz?- SRTITBR

> -

The totals include "other liabilities“ (net)

Source.-Repurt of Taxation Enquiry COmm:l.ssion, 1953-54,
Vol.l:. Page 1l4.
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The table shows the sﬁurcesﬂof funds for financing
448 public companles (407 014 and 41 new companies) between
1946 and 1951. During this period, the main sourcés of finance
for these compaéies were twotadditions to paid-up capital by
Be86 crores and to borrowings by .25 crores. The increase -
in the bank borrowings was F.48 crores, that is, one half
of t he totel increase in borrowings. The increase in internal
resourceg representing general reserve, depreciation reserve
and development and d{her reserves anounted to Rs: 124 crores.
Whereas the increase in external resources comprising paid-up
capital, taxation reserves and borrowing asmounted to Bs, 181
crores approximately. However, it can be said that the
largest increase among the principal means of financing
took place in borrdwing. :

As regards the role of the retained profits during
1946-51 (both years inclusive) in financing the ccmpanies,
the following table is worked outs~

Totals for 1946-51

Humber of companies . 492 438
‘ N (including 54 new
companies)
(4) Fresh capital (includ PssB53.0 crores §5,35.4 crores
-ing capitalised
resefrees)

- S T S A T W 3 ot U goed I A A NAY e T g O Oy O G i e ST e A ) O T A2 T alf £ U Y M 0wt v 10T g T A O M O g e S gy e S ST g M L

(B) Ipnternal finance(total ®.69.3 crores R.068,6 crores
retained profits)

(C) Retained profits as 56.6% 66%
percentage of total '
new finance '
ased on Sources Report of the Taxation Enguiry Commission,
1953=54, Vol.I, page 115.

- o .5]...
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The table revels that the retained profits as a
percentage of total new finance amougted to 5%.6 percent for
0ld and new companies put together; and 66 percent \for mostly
old companies. In the words of the Taxation Enquiry Commission,
mcorporate savings provided a larger source than new subscri-
i:ti.cns, on the whole, in the financing:of industrial expansion
during the post war period, including new companies:in
respect of the (g:)Lder eomparg:}es, corporate savings were even
more important'.- _

‘ Against the background of these facts, it would .
be quite interesting to analyse the broad trends in internal
financing of the corporate sector during the period of
India's First and Second Five Year Plans,

" On the basis of the data made(g}railable from the |
publications mentioped in the footnote. . below, the following

AN 4 g W o o A U Ry W W G SR -y w -

(5) Report of the Taxation Enquiry Ccmission, 1953-54,%1.1,
- page 115. :

(6) (1) Beserve Bank Bulletin, September,lQS‘?,Pages 851-854

(2) " October, 1958, pages 1133~1172
¢3) " n- 4. February,1959, pages 186-192
(4) - " " " August,1959, pages 955-1007
(&) " " September, 1960, pages 1243-1310
(e) n u " February, 1961,pages 198-204
() = L ¥ . September,1961,pagesid0d~1457
(8) = n . January,1962, pages 89-48

(9) oo w Februa:ry,1962, pages 171=178

.'.52.
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table has been worked out to indicate the trends in finane.tng
‘the sector of public companies during the period of the two
Plans i.e. 195160, In preparing the table, first of all,
the figures for internal and external sources of finance

were collected for every year. They were totalled up for:

the two separate periods of the two Plans, and then the
totals were converted into percentages. The figures have
been rounded. Data for the Second Plan period are rough
estimates, since all the data for 1960 are not yet available.

Pattern of sources of funds of selected public
S , comp&nies during 18951-60

‘Pattern of Sources ‘First Plan -, Second Plan
N period (%) period (%)

750 public Ccs.: 1001 pubuc Cot

-x-‘,i -

—

(A) Internal Sources: ’
Total. .. 60

bl

w,

(a) Depreciation reserve T T 28 Ce2

(b) Capital reserve = 6 1

_(c) General & Other reserves 17 15
(a) Tax'ation Teserves .. .8 2.

(B) External Sourcas: R i

Total - 40 - 60

(a) Paid-up capital .7 12

(b) Borrowing :Total - «. 17 ) 31

“ - (1) From banks .6 16

(ii) Mortgages ... B 2

(111) Debentures g -

( v) I.F.Corporations Not availlable 1

(v} Trade dues etc.. .. .- 16 17

Ic) Total funds R 100.0 100,0

Souz-ces. as mentioned on page 51 , in the footnote.

o ' eee53.
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Despite certain limltations of these data, the
table throws adeguate light on the pattern of sources of
financg ;‘or the public cogxpantes during the period of one
decade of plaamning. During the First Plan period, a major
part of the increase .;Lx(x the resources of the public companiess
took place under the internal heads. The ratio of additional
internal resources to additiomal external resources duriag
‘the First Plan period comes to 3:2., Whereas, this ratio
during the SGcoml Plan period comes to about 1:2,

This sh_ows avclear shift in favour of the external
sources of company finances, From the Reserve Bank's data,
1t becomes evident that with the beginning of India's First
Five Year Plan, a large increase among the main means of
‘;‘1nancing took place in borrowing, indicating thereby a
clear change in the financial structure of companies. This
trend seems to have gathered momentum in the Second Plan
period dus to the phemmenal 1ncrease ‘in borrowings from
the banks. During the First Plan period when the average
annual rate of fixed assets formation was about 9 percent, o
internal sources could provide as much as 60 perceant of
the total funds. Of the 40 percent external sources, only
6 percent came from banks, Whereas, during the Second
Plan period, evenfhdugh the rate of fixed assets formation
doubled (roughl& iB percen£7, the 1n£eynal sources provided

...54.



only 40 percent of the mnélé required, Of the 60 perceant
external sources, the share of the ‘banks was 15 perceat as
against 6 percent in the First Plan period. Total borrowings
including t he bank loans amounted to 31 percent: as agalinst
17 percent during the First Plan periods

This trend of relying more and more on banks: ralses
some issues of crucial importance, At a time when the Planning
Comnmission has éaiitiously curtailed the volume of deficit
finance to curb inflationary trends duringthe Third Plan
period, if the industries rely more and more on baunk money,
it is bound to be inflationary. During the Second Plan period,
restrictions on bank advances had to be imposed to avold
unnecessary inflationary tremds in the economy. Further, if
the trend of relying more and more on bank money is allowed
to continue, the ratio of borrowed capital to that'collected
as' paild-up capitai may become adverse, thereby weakening the
equlty base of the corporate sector. '

Indeed, agalnst the above mentioned point of view,
1t can be argued that in any case, an 1deal proportion of :
equity to loan capital cannot be laid down, when one speaks
of the corporate sector as a whole. In Japan, bank borrowings
constitute one of the most lmportant sources of corporate
finance and gemerally coantribute even more than internal
resources of the companies. In 1957 and 1958, bank credit.

.o .550
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formed 41.4 and 38.5 percent respectively of the total
funds used by Japanese companies as compared with 30.0 and
33.2 percent from the internal resources and 19.5 and 23,2
percent obtained from new issaes. In the U.S.A. and the U.K.,
bank loans play a relatively less imper@;éﬁt role; whereaé,l
deb;antnres or bonds provide a_snbstanti.al part of the funds,
Excessive bond financing has often caused much concera in
the U,8.A, In India, debentures are relatively less important
in the cépii;al’structwe of the companies, It represented |
only 10 percent of the pid=-up eapital at th.e end of 1957.
Of the total capital issues in 1956 and 1957, debentures ‘
accounted for only 5.7 percent (R, 144 crores) and 3+5 percentl
(Rsol crore) resmctively. ) o |

‘ It may also be argued that in a period of rismg
1evels of taxation, companies may ﬁnd 1loan financing more
attractive than equity financing. Because, for tax purpose,
interest on loan capital is deducti.bla; v;rhereas, dividends
are not allowed to escape the burden of tax. Thus, loan
financing reduces the cost. of financing the asset formation
of the companies.

But, then it should be remembexed that 1t is a

sound princ;.ple of company finance that long term investment
must always be financed out of the long term source of capital.

+es 56,
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- Therefore, the general rule is that a company must at least
retain sufficlent capital to be able to finance its fixed
assets 1nvestinent. In this sense, self-financilng happens
to be a strateglce source of company finanecing. It is for
this important reason that a taxing authority is expected
to see that taxation of companies does not harshly cut .
into the ability of the companies to. self-finance. This
point will be eiaborated in chapter XII to emphasisé the

. need of strengthening and stabilising the internal resources
- of the Indian Companies through the devices of flexibls,

© 1iberal depreciation allowances system and tax free invest-
‘ment reserves:; of the Swedish type. .

‘ From the above discussion, it may be said that
in view of the obvious dangers of bank loan financing, more
reliance on bank loans is by no means-a desirable trend.
Often .the cost of external financing is.considered in terms
of interest charges alone, but not in terms of non-monetary
costs such as:becomling beholden to creditors; diluting the
per share earnings of the company; or sharing control with
new stockhcld_ers. These non-monetary costs of external
financing are greai:er than the companies may be willing
to pa¥ye The larger the amount of externsl financing, the
-greater. will be these non=mopetary costs, Added to this

. oao57o
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will be the danger of weakening the equity base o1£ companies,
unsound financlial structure and new inflationary "trends.«

A8 regards the future tremds in :Lnte:rnal
financing, an interesting projection to. show the ijruture
trends in the .growth of corporate profits is now é.vailab;a,
for the period of the Third Five Year Plan, It has been shown
that, "corporate income which stood at B.220 ‘cror;as in
1957-58 should rise to K.280 crores in 1960-61 and 480
crores in 1965-66. At the current rate (45 percent), collect-
ions should amoun'gegzo B¢ 126 crores in 1960=61 and‘ R 216
crores in 1965-66.". Also if the tax receipts frq;n the foreign
companies and section 23-A companies are added toi the estie
mated figure of B.216 crores, it may roughly come? to a minimum
of R,226 crores. Therefore, profits after tax will stand at
B¢ 150 crores in 1960-61 and B.225 crores in 1965-66. Lif the
companies are able to retaln at least between 50 ]and 60 percent
of their profits after tax, then alone they will be able to
maintain a high tempo of self-financing. If they fail to
achieve this, it may defeat the purpose oi‘ creating a self-
reliant corporate sector over . a period of time, |

Then, comes the third indicator, namely, the
shgrg of ‘cqm_papies ‘i'n ‘t‘he< ?hﬁ })omestic Prqduct of\ the. country.

(7) Resource Prospects of the Third F:Lve Year Plan,lQGO,
y I.S.G‘ﬂ.&ti, pag@ 140
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The following table explains the rele of the corporate sector
in this rggar@, |

Share othhe corporate sector im the Total Net
questie ?roduct at factor cost ‘

D T s D WD NP o 2 e WD - e S D WD S W D D T S D s O W AR

5 1943-49% 1950-‘51%1956—57‘ 1957-58

T T S TR T D SO ;:--.""-

Share of the corporate sector- | SN O 3

in the total net domestic 7% 1 8 1 113 1 12%
product at factor cost - . % - ;}“ A"g .
Share of the corporate sector 1 X o
(excluding Govermment compa= 87 L% § 124 1 133
nies) in the total net domestic . % . I | .
product at factor cost for I 1 i

the nonegovermment sector X 1

SIIREREIII[ITS ;:gs:-‘?‘:zszzzw====a==s===s=z=z=====;=z====g======
Source: The Corporate Sector in India, 1961, by R.K,Vigam

. and N.C.Chaudhuri, Dept. . of Company Law Admini=

" stration, page 3. - : -

' " The table shows that the shire of the corporate
sector in India's domestic net product at factor cost was
7 percent in 1948-49. It rose to 12 percent in 1957-58, If
the contribution of the Govermment companies is exnludéd; o
the share of the corporate- sector in the total net domestic
product for non-Government sector seems tO have increased
from 8 percent in 1948-49 to 13 percent in 1957-58, These
figures indicate that the share of the c¢orporate sector
has been slowly increasing during the post-Independence period.
V The role of the corporate sector can also be
briefly mentioned in terms of employment, tax yield etecs At
ﬁresent, this.sector enjoys a very widé control ovér tﬁs )

industrial sector of the economy. As much as 92 percent of
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- 59 =

the total factory output in the 28 major indusfr;es of India
comes from factories owned by the companles. The output'of

| this sector 1s estimated tb have risen by ovsf §0 percent

during the tenm year peribd ending in 1957-58, This sector

employs .about 18 lakh persons of whom 16 lakhs are workers,

The annual wage bill pmid by the whole of the 'éorporaté

sector is placed at K.350 crores a years -

From . the point of view of tax yield, in the total
income taxhrevenuq of the Goverment, the share of the corporate
sector comes to more than 50 percent and, in the overall
fevenues'of the Govermment from all sources, the income tax
paid by the companies come to 12 percent.

_ The important roi‘e of the corporate sector is also
recognised in Indla's Third Five Yesr Plan %o, Of thé total
planned investment allocated to the private sector, about
46 percent 1s to be made in the corporate sector. And in the
total investment outlay in both the public and the private
sectors, the share of the corporate sector is estimated at
around 18 percent. | ‘

Thus, the corporate sector plays a significant and
decisive role in the economy of the country. It would there-
fore be no exaggeration £o'say that the corporate enterprises
are really the pulée of ;bhe nafional economy of the country.
Their birth, prosperity and demise generally reflect the

financial conditions in a country, more so in the developing
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economy of India.

This also explains the importance of the study of
corporate’taxation in 1ts different aspects. In assessing
the possibility of tax reforms in the f£ield of company taxa-
tion, the role of the companies has got to be kept in view
as one of the guiding factors. Because, it not only explains
the strength and the weaknesses of the corporate sector btut
also explains whether or not there is a necessity of widening
or narrovwing the tax base, raisipg or lowering the tax rates

and inducing or restricting investment through taxation.
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