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A l i t t l e more t h a n t w e n t y - f i v e y e a r s have 
passed s i n c e t h e C o n t r o l over t h e i s s u e of c a p i t a l 
by j o i n t s t o c k companies was f i r s t i n t r o d u c e d in 
1943 as a War m e a s u r e . The pr imary aim of t h e 
c o n t r o l , a t t h a t t i m e , was t h e r e g u l a t i o n of i n v e s t ­
ment fo r the s u c c e s s f u l p r o s e c u t i o n of t h e w a r . Th i s 
meant an e x e r c i s e of t h e check on t h e n o n - e s s e n t i a l 
u s e s of t h e s c a r c e r e s o u r c e s and t h e i r d i v e r s i o n and 
employment t o t h e more e s s e n t i a l * t h a t i s , d e f e nc e 
p u r p o s e s * 

2i A f t e r t h e War, however , t h e n e c e s s i t y of c a p i t a l 
i s s u e s c o n t r o l c o n t i n u e d t o be f e l t . T h e r e was 
s e r i o u s i n f l a t i o n . With t h e p e h t - u p demand fo r 
consumer goods due t o t h e i r s c a r c e a v a i l a b i l i t y d u r i n g 
t h e war t h e r e was t h e p o s s i b i l i t y of i n v e s t m e n t 
f lowing i n t o l e s s p r i o r i t y s e c t o r of i n d u s t r y a t t h e 
c o s t of much needed goods and s e r v i c e s f o r t h e common 
m«n. To p r e v e n t such an e v e n t u a l i t y , t h e C o n t r o l 
was f i r s t put on t h e S t a t u t e Book in 1947, a s a 
t e m p o r a r y measure b e i n g c o n t i n u e d from t i m e t o t i m e , 

3 , Then began t h e e r a of p l a n n i n g a f t e r t h e 
I n d e p e n d e n c e of I n d i a . The I n d u s t r i a l P o l i c y Reso ­
l u t i o n was adop ted by Government in 1948 . The 
I n d u s t r i e s (Development and R e g u l a t i o n ) Act was 
passed in 1 9 5 1 . But b e c a u s e of i t s u t i l i t y , t h e 
C a p i t a l I s s u e s ( c o n t i n u a n c e of c o n t r o l ) Act was 
r e t a i n e d and c o n t i n u e d from y e a r t o y e a r . 

4 . The y e a r 1956 i s i m p o r t a n t from more t h a n one 
po in t of view as f a r as t h e c o r p o r a t e s e c t o r i s 

* . D i r e c t o r ( I n v e s t m e n t s ) M i n i s t r y of F i n a n c e , 
Dept , of Economic A f f a i r s , Government of I n d i a . 
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e r n e d . I t was i n t h a t y e a r t h a t t h e C o m p a n i e s 
1956 was e n a c t e d and t h e S e c u r i t i e s C o n t r a c t 
u l a t i o n ) Act was a l s o pu t on t h o s t a t u t e b o o k . 
C a p i t a l I s s u e s C o n t r o l Act was a l s o p e r m a n e n t l y 
on t h e s t a t u t e book i m m e d i a t e l y t h e r e a f t e r . 
, t h e c a p i t a l i s s u e s c o n t r o l b e c a m e p a r t and 
e l of p l a n n e d i n d u s t r i a l d e v e l o p m e n t of t h e 
t r y p r o m o t i n g i n v e s t m e n t i n t e r e s t i n t h e c o r p o r a t e 
o r , w i t h due s a f e g u a r d s f o r t h e common i n v e s t o r 
a l s o e n s u r i n g b r o a d - b a s e d s h a r e h o l d i n g s i n t h e 
mum p o s s i b l e number of p u b l i c l i m i t e d c o m p a n i e s , 

c o n e 
Act 
(Reg 
The 
put 
Thus 
p a r e 
coun 
s e c t 
and 
maxi 

5 . The 
A c t , a s o 
A c t , was 
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a s p e c t s o 
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i n t h e co 

ma in o b j e c t o f t h e C a p i t a l I s s u 
f t h e I n d u s t r i o s ( D e v e l o p m e n t £• R 
t h e r e g u l a t i o n of b a l a n c e d i n v e s 
r s o f t h e economy i n a c c o r d a n c e 
s l a i d down i n t h e F i v e Y e a r P la 

l i c e n s i n g of v a r i o u s i n d u s t r i e s 
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i m a r i l y , o n e , t h e r e g u l a t i o n of 

of j o i n t - s t o c k c o m p a n i e s and t h 
c t i o n of t h e i n t e r e s t s of t h e i n 
Thus t h e C o n t r o l h a s a t t e m p t e d t 
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e s C o n t r o l 
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6 . As a moas-ur 
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l a t t e r , i t has been l a i d down t h a t t h e amount of 
premium s h a l l be f i x e d only wi th t h e a o o r o v a l of 
t h e C o n t r o l l e r of C a p i t a l I s s u e s , Whenever t h e 
p u b l i c a r e f i r s t asked t o s u b s c r i b e t o t h e s h a r e 
c a p i t a l , t h e i n i t i a l p r o m o t e r s , d i r e c t o r s and t h e i r 
f r i e n d s a r e r e q u i r e d t o put in a p a r t of t h e c a p i t a l 
in t h e e n t e r p r i s e t o s h a r e t h e r i s k , These p r i n c i p l e s 
a r e mainly t o p r o t e c t t h e i n t e r e s t s of t h e o r d i n a r y 
i n v e s t o r s who p a r t wi th t h e i r money f o r p u r p o s e s of 
a p r o f i t a b l e i n v e s t m e n t bu t do n o t , or a r e u n a b l e t o , 
t a k e pa r t in t h e p r a c t i c a l management of t h e 
company. 

7* I t might appea r t h a t t h e Government have 
a r b i t r a r i l y l a i d down t h e s e p r i n c i p l e s and a r e f o r c i n g 
t h e companies t o f a l l In l i n e wi th t h e i r w i s h e s * 
But i t i s not so a t a l l . Whatever p r i n c i p l e s for 
t h e f i n a n c i a l soundness of t h e c o r p o r a t e s e c t o * have 
b e e n , l a i d down, and a r e b e i n g fo l lowed, ' have been 
evo lved by t h e w i l l i n g h e l p and s u p p o t t of t h e 
p r i v a t e c o r p o r a t e s e c t o r * Th i s t y p e of c o - o p e r a t i o n 
of t h e p r i v a t e s e c t o r i s s e c u r e d by t h e Government 
t h r o u g h a s t a t u t o r y commi t t ee formed by t h e Government 
under t h e C a p i t a l I s s u e s C o n t r o l Ac t , known as t h e 
C a p i t a l I s s u e s C o n t r o l Advisory Commit tee , The 
Committee h a s , as i t s members, a r e p r e s e n t a t i v e of 
t h e F e d e r a t i o n of t h e I n d i a n Chambers of Commerce 
and I n d u s t r y of I n d i a ? a nominee of t h e A s s o c i a t e d 
Chambers of Commerce and I n d u s t r y , p o s s i b l y a w e l l -
known C h a r t e r e d A c c o u n t a n t , a Member of P a r l i a m e n t 
and some o t h e r knowledgeab le - person in t h e c a p i t a l 
m a r k e t . The Chairman of t h e Committee nomina ted by 
Government , i s a person of g r e a t s t a n d i n g in t h e 
f i n a n c i a l and commercial c i r c l e s . I t i s easy t o 
imag ine t h e c l o s e c o l l a b o r a t i o n of t h e p r i v a t e s e c t o r 
s e c u r e d by t h e Government in t h e f o r m u l a t i o n of 
p r i n c i p l e s b e i n g fo l lowed by t h e C o n t r o l when an 
Advisory Committee i s composed of such eminent 
P e r s o n a g e s as enumera ted a b o v e . The r e s u l t 1 s a 
comple t e s a t i s f a c t i o n t o t h e p r i v a t e s e c t o r wi th t h e 
working of t h i s c o n t r o l . 

&♦ I t would be i n t e r e s t i n g t o know how c a p i t a l 
i s s u e s c o n t r o l has adopted i t s e l f so u s e f u l l y wi th 
t h e e v o l u t i o n of c e r t a i n f i n a n c i a l i n s t i t u t i o n s as 
Par t of t he c a p i t a l market d u r i n g t h e c o u r s e of i t s 
e s i s t e n c e for t h e l a s t two d e c a d e s . The I n d u s t r i a l 
F i n a n c e C o r p o r a t i o n of I n d i a was e s t a b l i s h e d in 
1948, t h e I n d u s t r i a l C r e d i t & I n v e s t m e n t C o r p o r a t i o n 
°f I n d i a in 1955 and t h e S t a t e F i n a n c i a l C o r p o r a t i o n s 
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in t h e f i f t i e s in g e n e r a 
t h e c o n t r i b u t i o n made by 
(and t h e r e c e n t l y e s t a b l 
Bank of I n d i a ) in t h e in 
c o u n t r y i s . i m m e n s e . The 
company which would g o i 
some h e l p from t h e s e i n s 
i n s t i t u t i o n s were themse 
i n i t i a l S t a g e s * they loo 
fo r some g u i d a n c e . Here 
C o n t r o l came i n handy • t 
i n s t i t u t i o n s have looked 
approved by C a p i t a l I s s u 
a d e q u a t e l y s a t i s f a c t o r y 
p r o j e c t s . I t has a l r e a d 
t h e C a p i t a l I s s u e s Cont r 
s t a t u t e book permanent ly 
( R e g u l a t i o n ) Act , 1956 a 
were a l s o enac t ed* In t 
A c t s , t h e C a p i t a l I s s u e s 
companion l o o k i n g a f t e r 
i n v e s t m e n t s in t h e corpo 

1 . I t i s ackri 
t h e s e f i n a n c i 

i shod I n d u s t r i 
d u s t r i a l deve l 
r e would h a r d l 
n p r o d u c t i o n w 
t i t u t i o n s . As 
l v e s new, a t i 
ked forward t o 
in t h e C a p i t a l 
0 t hem. The f 

upon th.e f i n a 
es C o n t r o l of 
in examin ing v 
y been i n d i c a t 
01 was p laced 
, t h e S e c u r i t i 
nd t h e Compahi 
he a d m i n i s t r a i 

C o n t r o l i s a 
t h e economic a 
r a t e s e c t o r i 

owledged t h a t 
al i n s t i t u t i o n s 
al Develooment 
opment of t h e 
y be a b i g proj 
i t h o u t s e c u r i n g 

t h e s e 
episl in t h e 

t h e Government 
I ssu-cs 

i nanc i a 1 
nc ing schemes 
Government a s 
i a b i l i t y of 
ed t h a t when 
on t h e 
e s C o n t r a c t s 
e s Act 1956 
ion of t h e s e 
l i v i n g 
spec t of t h e 

9» B e s i d e s , t h e r e a r e c e r t a i n al 
wi th which t h i s c o n t r o l has been as 
example , i t ha s been a b l e t o p e r s u a 
100% fore ign-Owned companies t o a s s 
c a p i t a l , for* i n s t a n c e , H indus t an Le 
W i l l i a m s , I n d i a n Oxygen, G l a x o , Pfi 
Brooke Bend, The Gramophone Company 
A s s o c i a t e d E l e c t r i c a l I n d u s t r i e s et 
d e t e r m i n e d b y ' t h e C a p i t a l I s s u e s Co 
c o n s u l t a t i o n w i t h t h e f o r e i g n compa 
c o n s i d e r e d f a i r and r e ? s o n a b l e in e 
only in p r o t e c t i n g t h e e q u i t y i n t e r 
f o r e i g n s h a r e h o l d e r s of t h e s e compa 
by t h e common i n v e s t o r in I n d i a who 
i n v e s t m e n t s in t h e s e companies as a 
a t t r a c t i v e i n v e s t m e n t . Another met 
which t h e C o n t r o l may be s a i d t o ha 
t h e i n t e r e s t s of t h e o r d i n a r y i n v e s 
t h e r e g u l a t i o n of i n t e r se r a t i o s o 
of t h e s h a r e s of t h e merging compan 
a p p l i c a t i o n f o r i s s u e of c a p i t a l fo 
r e c e i v e d , t h e C o n t r o l s e e s t o i t th 
exchange of t h e merging company ' s s 
merged company ' s s h a r e i s a r e a s o n a 

l i e d m a t t e r s a l s o 
s o c i a t e d i For 
de a number of 
o c i a t e I n d i a n 
v e r , Guest Keen 
z e r , Goodyear , 
, Avery of I n d i a , 
c . The premia 
n t r o l r in 
n i e s , have been 
very c a s e not 
e s t of t h e 
n i e s ba t a l s o 

found 
sound and 

hod t h r o u g h 
ve p r o t e c t e d 
t o r s has been 
f t h e v a l u a t i o n 
i e s . When 
r such m e r g e r s a r e 
a t ' t h e ' r a t i o of 
h a r e s fo r t h e 
b l e one . 

10 , The p o l i c y ri t h e C n o i t a l I s s u e s C o n t r o l i s 
under c o n s t a n t r ev iew of t h e Government . One such 
i n s t r u m e n t , a l r e a d y m e n t i o n e d , i s t h e C n o i t a l I s s u e s 
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C o n t r o l A d v i s o r y C o m m i t t e e whose m e e t i n g s 
g e n e r a l l y h e l d e v e r y q u a r t e r . W h a t e v e r pr 
c r o p u p , or d o u b t s a r i s e o r s u g g e s t i o n s ma 
o u t s i d e r e s p o n s i b l e q u a r t e r s , a l l ' t h e s e n r 
r e f e r r e d t o t h e C o m m i t t e e f o r a d v i c e . The 
d a t i o n s of t h e C o m m i t t e e a r e s e r i o u s l y con 
by G o v e r n m e n t and s u c h modi f i c a t i on s , a s a 
c o n s i d e r e d n e c e s s a r y . , a r e made i n , t h e p o l i 
number of r e l a x a t i o n s i n t h e C o n t r o l h a v e 
made i n t h e p a s t . ' A c o m p a r a t i v e l y more im 
of t h e r e l a x a t i o n s was t h e C a p i t a l I s s u e s 
O r d e r 1 9 6 6 , w h i c h g a v e a number of r e l a x a t 
t h e d i f f e r e n t p a r t s o f t h e c o r p o r a t e , s e c t o 
l a t e s t o r e , h o w e v e r , . t h e C a p i t a l I s s u e s (Ex 
O r d e r 1 9 6 9 , r e c e n t l y n o t i f i e d , would t o p i 
w o u l d b e s een t h e r e f r o m t h a t e x c e p t r e t a i n 
c o r e of t h e C o n t r o l a t t h e s t r a t e g i c p o i n t 
t h e f r i l l s h a v e b e e n now d o n e away w i t h , w 
t h e same t i m e e n s u r i n g t h a t t h e c o m p a n i e s 
s o u n d f i n a n c i a l r u l e s of t h e c o r p o r a t e s e c 

a r e 
o b l e m s 
de from 
e 

r e c o m m e n -
s i d e r e d 
r e 
c y . A " ■ 
b e e n 
p o r t an t 
(Exempt i on ) 
i o n s t o 
r . The 
empt i en ) 
t . I t r 

i n g t h e 
s , a l l 
hi 1e a t 
f o l l o w 
t o r . 

1 1 , I t can a l s o be s a i d t h a t t h i s C o n t r o l h a s 
n e v e r been r i g i d o r d o g n i a t i c i n i t s a p p r o a c h t o t h e 
f i n a n c i a l p r o b l e m s of a c o m p a n y . T h a t i s w h y / 
a l t h o u g h t h e p r i n c i p l e s h a v e been e v o l v e d , i n d i v i d u a l 
c a s e s of d i f f i c u l t y h a v e b e e n s y m p a t h e t i c a l l y c o n s i ­
d e r e d and f l e x i b i l i t y o b s e r v e d i n the . g r a n t o€ 
c o n s e n t i f t h e m e r i t s of t h e c a s e p e r m i t t e d s o . 
S i m i l a r l y , t h e e x e m p t i o n l i m i t of t h e C o n t r o l h a s 
b e e n o f t e n r e v i s e d u p w a r d s a s t h e economy of t h e 
c o u n t r y , m a i n l y t h e c l i m a t e f o r c a D i t a l m a r k e t , 
d e m a n d e d . 

1 2 . 
w o r k i 
t h a t 
i n t e r 
w h o l l 
e v o l v 
compa 
s u c h 
L i f e 
maj o r 
t h a t 
Caoi t 
compa 
t h e C 
and t 
exp io 
appre 

Loc 
n g , 
t h e 
(led 
y wo 
ed a 
ni e s 
as t 
In su 

p a r 
by a 
a l I 
n i e s 
a n i t 
he j 
i t a t 
hen s 

k i n 
on e 
c o n 
t o 
r k a 
nd 

i n 
he 
r a n 
t i 
nd 
s su 

c ? l 
oi n 
i on 
i on 

g b a c k o v e r t w o ' d e c a d e s of t h i s C o n t r o l ' s 
can e a s i l y f e e l a s e n s e of s a t i s f a c t i o n 

t r o l h a s amply a c h i e v e d wha t i t was 
a c h i e v e . Some s o u n d f i n a n c i a l p r i n c i p l e s , 
b l e , f o r t h e c o r p o r a t e s e c t o r , h a v e been 
g l a d l y a c c e p t e d by t h e j o i n t s t o c k 

p r a c t i c e . The f i n a n c i a l i n s t i t u t i o n s 
I D B I , I F C , I C I C I , U n i t T r u s t of I n d i a and 
ce C o r p o r a t i o n of I n d i a w h i c h now p l a y a 
n f i n a n c i n g t h e c o r p o r a t e s e c t o r , e n s u r e 
l a r g e a l l t h e p r i n c i p l e s f o l l o w e d by 
e s C o n t r o l a r e g e n e r a l l y o b s e r v e d by t h e 
Thus t h e r e i s an i d e n t i t y of i d e a s b e t w e e n 
I s s u e s C o n t r o l , t h e f i n a n c i a l i n s t i t u t i o n s 
t s t o c k c o m p a n i e s , I t h a s p r e v e n t e d t h e 

of o r d i n a r y i n v e s t o r , a commonly e x p r e s s e d 
, by r e g u l a t i n g s h a r e p r i c e s ( a t premium e t c 
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bonu& i s s u e s , t a k e - o v e r and merger r a t e s , s h a r e 
v a l u a t i o n c a s e s e t c . C o n s i d e r a b l e In rii ani s a t i on 
of f o r e i g n - o w n e d companies in a r e a s o n a b l e , manner 
has been e f f e c t e d . The C o n t r o l has a l s o p rov ided 
an i m p o r t a n t h e l p t o t h e admirti st.r.at ion of t h e 
f i n a n c i a l a s p e c t s of t h e company law, and has 
s e r v e d as a u s e f u l g u i d e t o t h e newly emerging 
f i n a n c i a l i n s t i t u t i o n s of t h e c o u n t r y as p a r t of 
t h e c a p i t a l m a r k e t . S i m i l a r l y , f i g u r e s of t h e 
c a p i t a l i s s u e c o n s e n t s s e r v e as a u s e f u l i n d i c a t o r 
of t h e i n v e s t m e n t i n t e n t i o n s in t h e c o u n t r y , an 
i n d e x of t h e c a p i t a l market c o n d i t i o n s ; and s t a t i s ­
t i c s c o l l e c t e d and kept by t h e c o n t r o l a r e be ing 
r e l i a b l y r.nd wide ly used by v a r i o u s a g e n c i e s f o r 
p u r p o s e s of economic a n a l y s i s , 

1 3 , The C o n t r o l , as i t e x i s t s t o - d a y * may be now 
s a i d t o be p r o v i d i n g a s o r t of ad junc t t o t h e 
working of t h e Fore ign I n v e s t m e n t Board . With 
c o n t r o l over t h e i s s u e s of c a p i t a l by I n d i a n companies 
r e t a i n e d on ly on t h e . most e s s e n t i a l a s p e c t s , i t i s 
f e l t f h a t some g u i d a n c e and r e g u l a t i o n of t h e new 
companies i n which f o r e i g n p a r t i c i p a t i o n i s i m p o r t a n t , 
i s s t i l l n e e d e d . The F o r e i g n I n v e s t m e n t Board which 
i s t h e a p p r o v i n g agency f o r s u c h ' c a s e s , o f t en n e e d s 
t h e c o l l a b o r a t i o n of t h i s C o n t r o l and i t would appea r 
t h a t t h e c u r r e n t a r e a of t h e C o n t r o l main ly c o n f i n e s 
i t s e l f t o t h i s . 




