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THE five Groups analysed in this 
study differ not merely in size-

but also in their o r i g i n , age and 
nature of indus t r ia l interests. 

The Tatas are Zorastr ian Parsis 
f r o m Gujarat and the Bi r las are 
Oswal Maheshwaris f r o m Jaipur . 
The Mafat la ls are Patidar Patels 
f rom Ahmedabad wh i l e the W a l ­
­hands are Gujara t i Jains f rom 
Maharashtra . The, Mahindras are 
Punjabi Khat r i s who had settled in 
Calcutta. 

The Tatas and the Wale-hands are 
the oldest of the five Groups. They 
are fo l lowed by Bir las . Mafat lals 
and Mahindras , in that order. The 
Tatas had established themselves as 
a Group by the first decade of this 
century. The Walchands began in 
earnest after the First W o r l d W a r 
and came into the l imel igh t in the 
twenties and thirt ies. The Bir las set 
up in the twenties, expanded in the 
thirties and came into prominence 
d u r i n g and after the Second W o r k ! 
W a r . The Mafatlals started com-
iIIJJ: up in the twenties but really 
established themselves in the thirt ies. 
The Mahindras are a wholly post 
W a r phenomenon. 

The Tatas came into industry f r o m 
trade around the middle of the last 
century. Ba r r ing some t rad ing acti­
v i ty alter the First W o r l d War , and 
a tendency to move into trade, 
finance and l ight industries since 
Independence, they have continued 
to mainta in a keen interest in heavy 
industries. 

The Bi r las entered f rom finance 
and trade into indust ry after the 
First W o r l d War , favoured cotton 
and sugar through the thir t ies , took 
to finance and trade wi th enthusiasm 
du r ing and after the War , but simul­
taneously widened their occupational 
interests to cover heavier industries 
as well . 

The Walchands moved f r o m trade 
and money-lending into heavy indus­
try after the First W a r . They have 
consistently taken a keen interest in 
Engineering. Construct ion. Sugar 
and Sh ipp ing . The i r interest in 
Trade is relatively insignificant. 

The first part of this article was 
published in last week's issue. 

The Mafatlals rose f rom small 
traders to industrialists w i t h i n a 
short space of t ime. They have hard ly 
any interests outside Cotton, Invest­
ment and Dyestuffs, and a m i n o r i t y 
interest, in Sugar. 

The Mahindras began as business 
executives and set up' as independent 
traders after the end of the Second 
War . They are now tu rn ing to 
manufacture of engineering pro­
ducts. 

VARIETY OF INTERESTS 

The major interests of Tatas are in 
Steel. Engineering, Power, Cotton. 
Investment; M a n a g i n g Agency, I n ­
surance, Trade, Chemicals, Cement, 
Vegetable O i l and Hotels in that 
order. 

Leading Bi r l a interests are in 
Banking. Cotton. In vestment. Engi­
neering. Paper. Rayon. Jute, Sugar. 
Tea and Trade. They have a large 
interest in Chemicals and Cement 
also w i t h i n their textile arid paper 
companies. 

The Mafat la ls are in Cotton. In­
vestment. Jute, Dyestuffs and Sugar. 

The Walchands are interested in 
Sugar. Construct ion. Investment. 
Engineering and Sh ipp ing . 

The Mahindras are engaged ex­
clusively in Trade and Engineer ing. 

The Tatas have pract ical ly no 
in interest in Banking . T imber . Rayon, 
Woollen. Sugar, Paper. Publ ishing. 
Real Estate. Glass. Plastics and 

Transpor t . The Birlas , on the other 
hand, are not interested in Power, 
Steel and Motels. 

The effect of Outer Circles on the 
occupat ion of the Tata Complex is 
to introduce re la t ively l ighter indus­
tries and more of Trade and Manag­
i n g Agency. The small outer circle 
of Bir las is dominated by Engineer­
ing , due entirely to Ashok Ley land . 
The Mafat la l Outer Circle merely 
adds Sugar, and more of Cotton and 
Investment. In the ease of W a l ­
­hands, the p r i nc ipa l con t r ibu t ion of 
the Outer Circle is Sh ipp ing and 
Engineer ing, whi le in the case of 
Mahindras . i t is s t i l l more Engi­
neering and Trade. 

S Y S T E M S O F M A N A G E M E N T 

In a l l the f ive Groups, the ma jo r i t y 
of companies is managed by Direc­
tors, but management: by Managing 
Agents ( i nc lud ing Secretaries and 
Treasurers) predominates in larger, 
publ ic and manufac tur ing companies. 
Private, t rad ing , and financial com­
panies are generally managed by 
Directors . The relative importance 
of the managing agency system in 
each Group. therefore. depends 
to a considerable extent upon 
the magnitude of its interest 
in manufactur ing industries. The 
preponderance of t r ad ing acti­
v i ty in the Mahindras . the large 
number of financial and trad-
ing companies in the Birlas. and the 
relative importance of investment 

Figures in parentheses are percentages. 

The percentages do not add upto 100 since all the items under total assets 
are not invert in the Table. 
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and managing agency companies in 
the Mafat la ls , p robab ly exp la in w h y 
these Groups depend m u c h less on 
the managing agency system as com­
pared w i t h the Tatas and Walchands. 

The Outer Circles of Tatas and 
Mahindras are even more dependent 
on the managing agency system than 
their Inner Circles. There is no 
significant difference in this regard 
between the Inner and Outer Circles 
of Walchands. The -dependence of 
B i r l a and Mafa t la l Outer Circles on 
this system is dis t inct ly less than 
that of their Inner Circles. 

S I Z E D I S T R I B U T I O N 

M o r e than one-half of total assets 
and net wor th of the Tata Inner 
Circle is found in two giant com­
panies, Tata Steel and Tata Loco, 
whi l e an equal p r o p o r t i o n in the 
Outer Circ le is found w i t h i n one 
company, Associated Cement. The 
Tatas and Birlas have companies 
which are i nd iv idua l ly larger than 
the total assets of the three smaller 
Croups taken together. The three 
smaller Groups have no company 
w i t h total assets exceeding Rs 12 
crores; the largest company among 
them is Mah ind ra & M a h i n d r a . 

The Tatas and Bir las have a f a i r l y 
large number of small companies. 
The smaller Group seem to con­
cent rate their activities in a few 
mult i - funct ional companies. while 
the larger Groups disperse them over 
a huge number of companies, 
the bigger ones among w h i c h per­
fo rm more specialised functions as 
compared w i t h their counterparts in 
the small Croups. For instance, Ma­
hindra & Mahindra combines trade 
w i t h engineering, investment and 
managing agency, and Walchand 
Private integrates managing agency 
wi th some investment. In the Tatas. 
Bi r las and Mafat la ls , the functions of 
managing agency, investment, trade 
etc, are, in general, handled by 
different companies. 

P A R T N E R S H I P V E N T U R E S 

The Tatas. Walchands and Mah in -
dras. in that order, resort to part-
nerships w i t h other Croups more 
frequently and more wide ly than the 
Birla? and Mafatlals . Partnerships 
w i th foreign, investors and collabora­
tors are pract ica l ly confined to the 
Tata and M a h i n d r a Complexes. The 
Mafat la ls and Walchands had no 
external financial col laborat ion, in 
1958 at any rate. The Bi r las enjoy 
fore ign collaboration only in a select 
few enterprises. 

S T R U C T U R E OF ASSETS AND 

L I A B I L I T I E S 

Paid up capi ta l is less than, one-
t h i r d of total l iabi l i t ies in a l l the 
five Croups : i t is 11 per cent in 
Mahindras , 33 per cent in Bir las 
(excluding the Uni ted Commercia l 
Bank ), and around 25 per cent in 
the remain ing three Groups. Even 
net w o r t h fails to provide an ade­
quate measure of the size of com­
panies and Groups, except in the 
Mafat la ls . A l l other Croups, par t i ­
cular ly Tatas and Mahindras, depend 
to a considerable extent upon exter­
nal resources. 

Net wor th as a p ropo r t i on of total 
l iabi l i t ies is highest in the Mafatlal 
Inner Ci rc le at 70 per cent, fol lowed 
by Birlas w i t h 54 per cent. The 
percentages in Walchands, Tatas and 
Mahindras are: 48, 37 and 14 res­
pectively. 

Net wor th in the Inner Circles of 
Bir las , Mafat lals and Walchands is 
more than sufficient to cover the 
financial requirements of their net 
fixed assets and investment por t fo l ios . 
The Mahindras have a s l ight deficit, 
and the Tatas a large deficit, of net 
wor th compared w i t h f ixed capital 
requirements (i e, fixed assets plus 
investments), largely due to the 
inadequacy of internal resources in 
their large companies. 

Analysis of the structure of assets 
and l iabi l i t ies of Indus t r i a l com­
panies br ings out two significant 
points. Indus t r i a l companies have 
the biggest investment portfol ios in 
all Croups ( w i t h the exception of 
Mahindras ). next to Investment 
companies. The investment port­
folios I inc lud ing Government and 
semi-Government securities) of a l l 
companies covered in this study ag­
gregate Us 75 crores, of which I n ­
dustr ial companies contr ibute more 
than Rs 27 crores. The latter ap­
pears small compared wi th net fixed 
assets of Rs 294 crores in Indus t r ia l 
companies, But it represents, never­
theless, a significant addi t ion to 
their fixed capital requirements, 
especially in the Birlas. Mafatlals 
and Walchands. 

Figures of net fixed assets and 
investments in the five Complexes are 
given i n Table I . Any estimate o f 
fixed capital requirements in Indus­
t ry must, therefore, include the 
finance requi red for investments, 
most of which are generally of a 
fixed nature and which , f rom the 
point of view of the companies con-
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cerned, may be almost as impor t an t 
as fixed assets. 

Another point is quant i ta t ively 
even more significant. Inventory 
and receivables exceed fixed assets, 
except in Tata industr ia l companies 
(see Table 1 ). This h igh rat io of 
w o r k i n g capital requirements m i g h t 
be due part ly to accelerated de­
preciat ion of fixed assets but i t i nd i ­
cates, nevertheless, that w o r k i n g 
capi tal requirements of Indus t r ia l 
companies are, in general, even 
larger than their fixed capital re­
quirements. 

O W N E R S H I P 

Total share capital of the five 
Groups ( i . e . , Inner Circles o n l y ) 
aggregates Rs 154.5 crores. Of this . 
77 per cent is equity and 23 per 
cent is preference. The dependence 
of Walchands and Mahindras , the 
two smallest Groups, on preference 
capital is significantly higher as 
compared w i t h the larger Groups. 

The five Outer Circles have a 
total share capital of Rs 49 crores, 
of which the Tata Outer Circle ac­
counts for Rs 29.70 crores and the 
Walchand Outer Circ le for Rs 14.86 
crores. T h e i r dependence on pre­
ference capital is substantially less 
than in the corresponding Inner 
Circles, and comes to only 5 per 
cent in the aggregate. Walchand 
and M a h i n d r a Outer Circles have 
almost no preference capital . 

Breakdown of ownership of 491 
companies in so far as it could he 
inferred f rom shareholders' lists in 
or about 1958 is given in Table 2, 
The percentage-wise d is t r ibu t ion is 
as follows : 

Equi ty Pref 

Ind i an Goys 
37.3 25.0 

Foreign Coys 2.6 0.6 
I . I C 3.2 8.8 
Government 1.2 10.4 
Indian Indiv iduals 51.8 50.4 
Trusts 3.2 4.5 
Individuals Abroad 0.7 0.3 

Tota l 100.0 100.0 

IMPERSONAL HOLDINGS 

Indiv iduals and Firms in India , 
thus, provide more than one-half of 
both equity and preference or Rs 
105 crores out of a total share capi­
tal (at par ) of nearly Rs 201 crores. 
Indian companies I inc luding banks 
as non-veneficial owners but exclud­
ing executor and trustee companies) 
are the next largest shareholders 
w i th a con t r ibu t ion of Rs 71 crores. 
The L i f e Insurance Corpora t ion 
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T A B L E 6 : Ownership of 212 Industr ia l Companies 
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T A B L E 7 : Ownership of 127 Trading Companies 
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holds near ly Rs 9 crores, and Trusts 
Rs 7 crores. T h e figure of Trus t 
holdings is clearly an under-estimate 
since section 153 of the Companies 
Act discourages regis t rat ion of trusts 
as shareholders. Government has 
subscribed nearly Rs 6 crores, and 
foreign investors about Rs 5.8 cro­
res. About 48 per cent of the share 
capital of the 491 companies, thus,, 
comes f r o m entities other than 
ind iv idua ls . 

The relative propor t ions na tura l ly 
vary in different Complexes. In­
dividuals in India , however, are 
the biggest single category of share­
holders in all Complexes. f o r e i g n 
investment is significant only in 
Tatas and Mahindras ; I, I C and 
Government investment is pract ical ly 
confined to Tat as, Bir las and Wal -
chands. Corporate holdings are of 
substantial importance in all Com­
plexes, "and, in propor t ionate terms, 
even more so in Birlas, Mafa t la ls 
and Walchands. Trusts p rov ide more 
than 6 per cent of Tata preference 
and Bir la equity capi ta l . 

CORPORATE HOLDING 

Analysis of Indian corporate I i.e. 
j o in t stock companies.) ho ld ing of 
Rs 71 crores by occupation of in­
vestors indicates that luvestment & 
Managing Agency companies the 
former p redominan t ly ) are the 
biggest holders p r o v i d i n g Rs 38 cro­
res. They are fol lowed by Banks 
& Insurance (mostly the former on 
behalf of their clients, especially in 
some Tata and Bir la companies and 
in Scindia Steam) wi th nearly Rs 
16 crores, i ndus t r i a l companies hold 
Rs 15 crores and the remaining lis 
2.5 crores comes f rom T r a d i n g com­
panies, some of which in the B i r l a 
Group might actually be Investment 
companies. Industr ia l companies do 
not hold any significant amount of 
preference shares except in the B i r l a 
Group. The proport ionate import 
ance of Industr ia l companies as 
shareholders is clearly greater in the 
larger Groups. 

About 70 per cent of I n d i a n cor­
porate h o l d i n g comes f rom publ ic 
companies and the rest f rom private 
companies. The latter are, compa­
ratively speaking, interested much 
more in equity than in preference 
capi ta l , and arc much less impor­
tant in Birlas and Walchands as 
compared wi th other Complexes. 

Tables 3 to 7 give breakdowns of 
ownership separately fo r publ ic and 
pr ivate companies and fo r the four 
occupational categories in which 

companies have been classified. As 
may be expected, the ownership of 
publ ic companies is more widely dis­
t r ibuted than that of pr ivate com­
panies. (Tables 3 and 4) The 
investments of L I C, Government 
and fore ign investors are wholly or 
predominant ly in pub l i c companies, 
fata, Walchand and M a h i n d r a p r i ­
vate companies are owned largely by 
corporate bodies but, in other Com­
plexes, Ind iv idua l s in India hold 
most of the share capital of pr ivate 
companies. 

BANKS AS NOMINEES 

The holdings of Banks & Insur­
ance in private companies are quan­
t i ta t ively insignif icant and even these 
are pract ical ly confined to the Tata 
Complex. Shares valued at Rs 9 
crores and Rs 2 crores in Tata and 
Walchand publ ic companies, respec­
t ively , are registered in the names of 
Banks & Insurance, mostly Banks. 
In general, the larger the share capi­
tal of a company, the greater the 
importance of Banks & Insurance as 
shareholders due to the sizable lots 
registered in the names of Banks. 

Tables 5 to 7 show the pattern 
of ownership of 113 Investment & 
Managing Agency, 212 Indus t r ia l 
and 127 T r a d i n g companies. Bank 
& Insurance have been left out be­
cause of their small number. 

INVESTMENT COMPANIES 

The M a h i n d r a Complex has no 
company wi th investment and ma 
naging agency as its p r inc ipa l occu­
pation. Companies in this occupa­
tional category in Mafa t la l s and 
Walchands are owned largely by 
Individuals but those in Tatas and 
Birlas are owned largely by corpo­
rate bodies and trusts (see Table 
5 ) . On the whole, the bigger the 
Complex the greater the importance 
of corporate bodies and trusts as 
owners of Investment & Managing 
Agency companies. Shareholdings by 
foreign companies, L I C and Gov­
ernment in Investment & Managing 
Agency companies are found almost 
exclusively in the Tata Complex. 
Indian corporate holdings in them 
come, largely f rom other Investment 
& Managing Agency companies, 
these are supplemented by Banks & 
Insurance in Tatas. and by Indus­
t r ia l and T rad ing companies in 
Birlas. Most of the Indian corpo­
rate ho ld ing is w i th pr ivate com­
panies in Tatas and Mafatlals . and 
wi th publ ic companies in Bir las 
and Walchands. 

Indus t r ia l companies (see Table 
6) raise nearly 55 per cent of their 
share capital f rom Indiv iduals in 
India, and another 32 per cent f rom 
Indian companies. Fore ign invest-
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TABLE 10 : Control of 402 Companies 

( Rs lakhs) 

Motes : 1 Analysis Covers Tuner Circles only. 

2 An unincorporated Mafatlal managing agency holds shares in managed companies in the names of its partners, 
who also happen to be trustees of several Mafatlal Trusts. The managing agents' holding in Mafatlal companies 
is, therefore, an under-estimate. This does not affect the figure of total controlling block. 

'3 Absence of Trusts in the three smaller Groups is contrary to known facts. Their holdings could not be detected 
as such, and come under 'Individuals. 

4 It is possible that the controlling block held by Birla Trading companies is actually held by companies which 
trade in shares and which should, therefore, be described as Investment companies. 

TABLE 1 1 : Percentage of Total Share Capital Held by Controlling Interests 
— By Types & Occupations of Companies 

( Inner Circles only ) 

Figures in parentheses give the total number of companies. 

TABLE 12 : Tatas & Birlas—Percentage of Controlling: Blocks under Various Heads 
(Inner Circles Only ) 
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ment in them amounts to Rs 4 ,5 
crores, mostly in, equi ty . Govern­
ment and L I C together have 
invested Rs 13 crores or near ly tt 
per cent of aggregate share capi tal , 
of wh ich one-half is preference. 
Trusts have invested about Rs 4 
crores, 

Of the Indian-corporate hold ing of 
Rs 53 crores in Indust r ia l compa­
nies, publ ic companies provide Rs 
40 crores and pr ivate companies the 
remain ing Rs 13 crores, Occupa-
t ional ly , Investment & Manag ing 
Agency companies provide the l ion's 
shaap of Rs 25 crores, followed by 
Ranks & Insurance w i t h Rs 14 cro­
res. Indus t r ia l and T r a d i n g com­
panies provide Rs 13 crores and Rs 
2 crores, respectively. In the aggre­
ga te Indust r ia l companies raise less 
than 8 per cent of their total share 
capital f rom other Industr ia l com­
panies 

T r a d i n g companies ( see Table 7) 
are much smaller in size Their 
ownership is quite na r rowly d is t r i ­
buted except in Tatas, who alone 
receive a large cont r ibut ion f rom 
fore ign investors and the L I C. 
Complexes other than the Tat as 
raise the greater part of the share 
capital for their T rad ing companies 
f r o m Ind iv idua l s in India , but In ­
dian companies make a useful con­
t r ibu t ion in a l l of them, Ind ian 
corporate ho ld ing in them Is shared 
between Investment & Managing 
Agency and Indust r ia l companies: 
other occupational categories of 
corporate holders are not very 
significant. 

The approximate magnitude of 
share capital , inc luding both equity 
and preference raised by the four 
occupational categories of companies 
f rom various categories of owners is 
given in Table 8. 

INTER- CORPORATE HOLDINGS 
Table 9 presents a synoptic view 

of the pattern of inter-corporate 
holdings in so far as it can be ob­
served f rom shareholders" lists. This 
picture is relatively more reliable 
and more comprehensive than the 
one that emerges f rom the analysis 
of inter-corporate investments as 
shown in balance sheets. Share 
capital held in the name of Ind ian 
companies is about 35 per rent of 
the total share capital of 401 com­
panies. This p ropor t ion sl ightly 
over-estimates the relative magni­
tude of Indian corporate holding. 
since some Bank holdings possibly 

belong to unincorporated persons, 
including Trusts. 

Investment and Managing Agency 
companies, the former predominant­
ly, provide most of the corporate-
held share capital in al l occupa­
t ional categories, except Banks & 
Insurance. 

Ranks & Insurance draw more 
than one-third of their corporate-
held share capital from other Banks 
& Insurance. 

Investment & Manag ing Agency 
companies get 83 per cent of their 
corporate-held share capital f rom 
other Investment & Managing Agen­
cy companies. 

Indus t r ia l companies raise 23 per 
cent of their corporate hold ing f r o m 
other Indus t r ia l companies. 

T r a d i n g companies gel about 30 
per cent of their corporate holding 
f rom other T r a d i n g companies. 

C O N T R O L 

Analysis of control in quanti tat ive 
terms is even more difficult than 
analysis of ownership, because a 
deli Iterate effort is made in several 
cases to conceal the p ropor t ion of 
share capital held by the Controll­
i n g Interest. In Outer Circles. 
there is the further conceptual diffi­
culty of control l ing investments 
made by or through minor i ty com­
panies. 

Table 10 presents a synoptic 
analysis of hold ings by the respec­
tive Cont ro l l ing Interests in -102 
Inner Circle companies. Outer Cir­
cles are excluded and dealt wi th 
separately. 

Out of the total share capital of 
nearly Rs 155 crores, taking equity 
and preference together. Cont ro l l ing 
Interests provide Rs 03 crores or 40 
per cent. Exc lud ing the Tata Group, 
in which control l ing blocks are very 
low in proport ionate terms, the Con­
t r o l l i n g Interests provide Rs -15 
crores or 57 per cent of the total 
share capital of Rs 79 crores. 

B a r r i n g the Tatas. the other four 
Cont ro l l ing Interests taken together 
provide more than one-half of the 
share capital of their companies 
00 per cent of equity and 31 per 
cent of preference. The p ropor t i on 
in Mahindras is unduly depressed 
by their small ho ld ing in ONE- In 
dustr ial company: in Mahindra & 
Mah ind ra itself, they hold more than 
two-thirds of the equity. In all 
Groups ba r r ing the Tatas. therefore, 
the respective Con t ro l l i ng Interests 
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enjoy an absolute m a j o r i t y of vot­
ing power. The B i r l a s alone, how­
ever, have subscribed a substantial 
amount of preference capital of their 
companies. 

The, four largest holders of con­
t ro l l i ng blocks are Investment com­
panies. Indiv iduals , Indust r ia l com­
panies and Trusts, in, that order. 
Bank & Insurance companies figure 
as holders of con t ro l l ing blocks only 
in Birlas and Tatas. since they alone 
control enterprises of this nature 
(the Tatas, however, do not control 
any b a n k ) , T r a d i n g companies are 
significant only in B i r l a s ; some of 
these might actually be Investment 
companies. 

Leaving aside the opposite extre­
mes of Tatas, where Ind iv idua l s ho ld 
barely 4 per cent, and Mahindras 
where they ho ld nearly 80 per cent, 
of cont ro l l ing equity, the contr ibut­
i on of Indiv iduals to con t ro l l ing 
equity blocks is a round one-fourth to 
one-third. The numerous B i r l a Trusts 
have subscribed nearly Rs 3.60 crores 
to Bir la companies, most of i t in the 
fo rm of equity The relat ively few 
Tata Trusts have invested more than 
Rs 3 crores in Tata companies, of 
which more than Rs 1 crore is in 
preference shares, It has not been 
possible to ident i fy Trus t holdings in 
the other three groups; such holdings 
come under Indiv iduals in their case. 

C O N T R O L V E S T E D I N I N V E S T M E N T 

C O M P A N I E S 

It may be observed that, out of the 
aggregate holdings of Rs 63 crores 
by the five Cont ro l l ing Interests, 
Ind iv idua ls contr ibute Rs 11 crores 
only, of which Rs 9.5 crores is found 
in the B i r l a Group a lone The re­
main ing Rs 19 crores comes f r o m 
inst i tut ional holders l i ke j o i n t stock 
companies and trusts. 

Table 11 shows the p ropor t ions of 
cont ro l l ing blocks by types and 
occupational categories of companies. 
Contro l l ing Interests hold, in the 
aggregate 10 per cent of equi ty and 
16 per cent of preference in publ ic 
companies, against 95 per cent and 
94 per cent, respectively, in private 
companies, Exclusion of Tatas. how­
ever, raises the respective percenta­
ges in public companies substantially 
to 60 and 30. 

Cont ro l l ing blocks are highest in 
Investment & Managing Agency and 
Trad ing companies. fo l lowed by 
Industr ia l companies; they are lowest 
in Rank & Insurance. Bar r ing Tatas 
and Mahindras . control l ing equity 
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confers an absolute ma jo r i t y of vo t ing 
power in a l l categories except Bank 
& Insurance. Even the Tatas have an 
absolute major i ty of vot ing power in 
Investment & Managing Agency 
companies; in Indust r ia l companies, 
however, their voting power is 19 per­
cent only. 

I N T E R - G R O U P D I F F E R E N C E S 

Tables 12 and 13 give the percent 
age d i s t r ibu t ion of con t ro l l i ng blocks 
held under various heads in different 
occupational categories. Birla and 
Mafat la l financial companies (i e. 
Bank & Insurance and/or Invest­
ment & Managing Agency com­
panies), receive a significant pro­
po r t i on of their control l ing equity 
f rom Industr ial companies. This 
practice is not found in the other 
three Croups. The holdings of 
managing agents acting as such are 
almost wholly confined to Industr ia l 
companies and even these are of 
l i t t le or no significance. 

There are some interesting differ­
ences in the pattern of ho ld ing of 
control l ing blocks as between differ 
ent Groups. 

Tata Insurance companies are 
control led largely through other I n ­
surance companies and to a small 
extent through Investment com­
panies. Control l ing equity in Bir la 
Bank and Insurance companies is 
shared almost equally between In­
dividuals, Indust r ia l companies and 
Investment companies. 

Investment & Managing Agency 
companies of Tatas are controlled 
in the name of other Investment 
companies, and Trusts, In their 
Bir la counterparts, control l ing 
equity is dispersed over Investment 
companies. Individuals . Trusts, and 
Indus t r ia l companies. Individuals 
hold most of the control l ing [docks 
in Mafatlal and Walchand Invest­
ment and Managing Agency com­
panies. The Mahindras have no 
such company. 

Control l ing blocks in Industr ial 
companies are more widely distr i­
buted in all the five Groups. The 
four largest holders of control l ing 
equity blocks in Industr ial com­
panies are as follows, in order of 
importance: 

Tatas Industrial companies In 
vestment companies. Trust.-. Insur­
ance companies. 

Birlas-- Investment companies. In­
dividuals, Trusts Industr ial com­
panies. 

M a f a t l a l s — Investment company, 
Individuals , Indust r ia l companies. 

Walchands — Investment com­
panies, Individuals , Managing 
Agents, Indus t r ia l companies. 

Mahindras Managing Agents, 
Trading companies. Individuals . 

If allowance is made for the dis­
tortions caused by specific factors, 
it can be clearly stated that Industr i ­
al companies are controlled mostly 
by Investment companies. 

T rad ing companies. excepting 
those in Tatas, tend to be controlled 
mostly by Individuals , who hold a l l 
or nearly a l l the control l ing equity 
in Mahindras and Mafatlals. and 
one-half of it in Bir las . In the last 
mentioned Group, the remainder of 
control l ing equity is held largely by 
Industr ial and Investment com­
panies. Tata Trad ing companies 
get more than one-half of their con-
t r o l l i n g equity from Investment 
companies, and most of the balance 
f rom Industr ial companies and 
Trusts. 

OUTER ClRCLES 

The estimation of Group interest 
in Outer Circles is very difficult, be­
cause, in several cases the Group's 
investments are made by and thro­
ugh 50-50 and minor i ty companies. 
A synoptic picture of respective 
Group interests in their Outer far­
cies is. nevertheless, attempted in 
Table 11. without any attempt at 
aggregation. It should be made 
clear at The outset that the figures 
in Table 14 tend to over-estimate 
Group holdings. 

Tata equity holding in their Outer 
Circle is 13 per cent which involves 
some over-estimation. The Birlas 
hold nearly 46 per cent. Mafatlals 
about 25 per cent, and Wale hands 
nearly 17 per cent. The Mahindra 
ho ld ing is the highest at about 4 1/2 
per cent due to the extremely nar­
row ownership of their Outer Circ le . 

Investments of Managing Agents 
as a weapon of control become 
more important in the Outer Cir­
cles of Tatas. Walchands and Mahin­
dras. than in their respective Inner 
Circles. But actually this is of 
significance only in the Tata Outer-
Circle, where MacNei l l & Barry and 
K i l b u r n Private have bulky invest-
ment po r t fo l ios 

In Tatas. Birlas and Mafatlals . the 
Croup- ' blocks in the Outer Circles 
are held largely or almost wholly by 
Investment (and Managing Agency) 
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companies, bu t i n Walchands, Indus -
t r i a l companies are the largest sin­
gle holders. In Mahindras , the 
function is performed by T r a d i n g 
companies. 

Individuals and Trusts hardly 
matter in the aggregate as holders 
of Group blocks in Outer Circles. 
Industr ia l companies are, however, 
of considerable importance in Wal-
chands. Tatas and Birlas. 

T E C H N I Q U E S O F C O N T R O L 

The five Groups offer an interest­
ing variety of techniques of control, 
but only a few highlights can be 
given here. 

The Mahindra f ami ly and 
top executives hold more than two-
thirds of the equity of Mahindra 
and Mahindra . the investments of 
which, together wi th those of its 
subsidiary. Turner Hoare Private 
(in which the Tatas have a minor i ty 
interest), control the rest of the 
Complex. The investments of Mah in ­
dra family and executives are al­
most totally confined to the p r inc ipa l 
company. 

Walchand Private is whol ly ow­
ned by the Walchand f a m i l y . The 
investments of this company, and 
those of Premier Construction (o r i ­
ginalIy a Tata Company, in which 
the Walchands hold less than 10 
per cent of equi ty) ult imately con­
t ro l most of the companies in this 
Complex, w i t h the help of interim-
diate investing. companies. Members 
of the Walchand family , however, 
make a f a i r l y consistent and sub­
stantial cont r ibut ion to the control­
l ing equity of nearly all the 
companies in the Complex, except 
those which are wholly or almost 
wholly owned by Premier Construc­
t ion . 

Mafatlal Gagalbahai Private is 
wholly owned by members of the 
Mafa t la l family . Most of the Indus, 
t r i a l companies- in this Group are 
direct or ult imate subsidiaries of 
this company, which is also respon­
sible for the" Group's investments in 
the Outer Circle. Sonic leading In ­
dustrial companies act as interme­
diate holding companies. Apar t 
from holding the entire share capital 
of the p r inc ipa l company, members 
of the Mafa t l a l family and Group 
executives are significant holders of 
control l ing block in only one major 
Industr ia l company. 

The chain of control in the two 
larger Complexes is more involved 
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Figures in parentheses give the total number of companies. 
Trust holdings could not he identified in these three Groups. 

T A B L E 14 : Group Interest in Outer Circles 
( Rs. lakhs) 

Members of the Tata fami ly and 
executives of the Croup are of negl i ­
gible significance as holders of con­
t ro l l i ng blocks at a l l levels in the 
Tata Complex. Tata Sons Private, 
the p r i n c i p a l company, is owned to 
the extent of more than 80 per cent 
by Trusts. The Complex is held 
together by the combined investments 
of Investment and Indus t r i a l com­
panies, and Trusts. Insurance com­
panies are also significant, but their 
con t r ibu t ion is marg ina l in the 
aggregate. 

Tata con t ro l l ing blocks are relative­
ly small in the aggregate, but this 
conceals the fact that they are real­
ly low only in Indust r ia l companies 
and in New Ind ia Assurance, but 
qui te substantial in Investment, 
Manag ing Agency, T r a d i n g and I n ­
surance companies other t han New 
Ind ia Assurance. Tata Trusts and 
Investment companies hold small 

cont ro l l ing blocks in Indus t r ia l com­
panies, many of wh ich have a very 
wide ownership, especially in Tata 
Steel, which , in tu rn , hold relat ively 
substantial lots in some Indust r ia l 
companies in the Inner as well as 
the Outer Circ le . 

The B i r l a chain is the most com­
plex of a l l . One cannot f ind any 
single p r i n c i p a l company in the B i r l a 
Complex, to wh ich ul t imate cont ro l 
cati be traced on a p u r e l y induct ive 
basis. Con t ro l l i ng investments are 
dispersed over a phenomenally large 
number of corporate investors, trusts, 
and individuals , many of whom are 
not members of the B i r l a f a m i l y nor 
even top executives of the Group. 
C o n t r o l l i n g equi ty in most of their 
leading Indus t r ia l companies is held 
mostly in the names of Investment 
companies registered in the states of 
Madhya Pradesh and Rajasthan. 
Moreover, investments by Indus t r i a l 

companies in technically unrelated 
concerns, and a k i n d of c i rcular flow 
by means of which c o n t r o l l i n g 
funds re turn to their s tar t ing points, 
are util ised for contro l l ing the far-
f lung Complex. 

Con t ro l l i ng investments in a l l 
Groups are dispersed to a greater or 
smaller degree over a number of 
investors. The dispersion is pa r t i ­
cular ly wide in the B i r l a Group, 
Even the small and young Mahindras 
have some d iv i s ion of cont ro l l ing 
investments between two companies. 

Except in the Walchand Group, 
managing agents hardly matter as 
holders of con t ro l l ing blocks. Three 
managing agency companies in the 
Tata Complex, i p. Forbes, Forbes 
& Campbell Private. Macnei l l & 
Ba r ry and K i l b u r n Private, are the 
only significant exceptions to what 
appears the general rule, 

( T o be concluded) 

1763 

THE ECONOMIC WEEKLY 



1764 

December 3, 1960 
THE ECONOMIC WEEKLY 


