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CHAPTER I

FATILY FIRHMS AND INDUSTRIAL DEVELOFMENT 3
A IRTRODUCTORY OVERVIEW

ml.s. dissertation attenpts to study the family
firn. in India - the factors vhich are conduclve for its
{:&aistarxea, the nanner in which it operates ond the
conditions under vhich it disintepgrates., On tho basis of
this study I bope to assess the futurc of the fanily firm:
in Indie, Such on undergtending would throw light on the
nature of Indin's mduatrzalizaﬁion, ond the impoot that
thic industrialization would have on sociol change.

Anslysts of industrialization and social chenge in
the Vest tend to arpgue that fomily firms represent a
- frensitory phenonenon. They regard that industriglization
- roadicnlly truncates the role of the f£omily and differontiates
the firm as an econonic unit from its unity with the hougee
hold or family, In this regard there is considersble
unenimity in both the Harxist and the Yeberion traditions.

According to Marx, the fanily in pro-capitalist
social formationsg remains a self-propeliing ond self-sufficient
ccononic wnit, The product of the houschold industry never



attoins the status of g commodity vhich is characteristic
of tho capitalist order (Marx, 1977: 82-83), But with the
dovelopment of capitalism, the family loses ita economic and
gsoclal sipnificonce. The capitalist system ontalls a large
organization, nanely the factory system, vhich would sweep
avay snall scale units choracteristic of the pre-capitalist
order (Marx, 19771 699), The 1x§d1v1dua1 capitalist is
progressively alienated from his hold over the firm with the
progressive d-ével.opment of the Joint s-heck company syatem.
Yith this, naturally, the hold of the family over the firm
algo diminishes. This repregents the ultimate development
of capitalist production (Giddens, 1971t 59), Hodern
indugtry, according to Harx, overturns the econchic foundation
on vhich vas based the traditional family, and loosens all
troditional ties (Marx, 1977s 459). In this process, the
sentinental velil is torn away from the fomily, =mnd the
fomily relation is reduced to o mere money relation (Harx
and Engels, 1977 45). Marx stresses that modern
industry creates g nowv economic foundation for a higher form
of the family, and liberates the women and children from the
tyramy of traditional fanilial asuthortity (Marx, 1977% 460).
- Thus Marxz. emvisages not nerely the bredkdown of thoe
fomily firm itaself, but also the transformation of fomily
tios, ) :

In the sone traditlon, Harry Bravernan arguce thet
the role of the fonily in productive procosses renained



3

centrol in the early stages of c¢apitaliam but the development
of capitalion destroyed the escononic functions of the
family {Bravermon, 1979 27%).

Ag iz well known, Ueberts danalysis of the develop~
nent of capitaliam has been in terms of the progrossive
developnent of rationality in social and econonlc processes
and ingtitutions. Capitalist rationolity involves (a) col-
culobility and the institution of modern book-liteepings (b) .
the aprropriation of cll the physical means of production
as the properiy of tho industrisl enterprise; {c) rational
technology; (d) calculeble lawy (o) emistence of free lsbour
ond the 1lilte, Ueber holds that it is "the qualitative
uniguencas of the development of modorn capitalisn®™ to
differentiate the fanily from the economy to allow for
rational calcuwlation of econonic actiﬁty (Turner, 1814
295), He goes on to delineate the rationalizing process
thust

continuous cmiitalist acquisition becane a

apecial vwocation performed in an incressingly

separate enterprise, An aabtonomous rational

asgocliation enerpged out of the sociel action

of the hougehold, in such o way that the cld

identity of household, workshop and office

£0ll oport...the household ceased to exist

as o necessary basis of rational business

assocligtien,..business assets had to be

separated from the private property of
partuors. {VUeber, 1978t 379)

. For Yeber, the cruclal factor in this development
of rotionality 1o howvever not tho nere spaticl scparation of
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the household from the workshop and the store. Rather it

ist

hold, he

the separation of houschold end business

for accounting and legal purposesy oxd the
development of a suitable body of lows,

guch as the camerelal reglster, elimination

of depondence of the association and the Lirm

upon the fanily, geparate property of the

private firn or limited partnership, and
appropriate laws on bankruptey., (Veber, 1978 379)

Analysing the inpact of capitalism on the houge-
points outs

it is beconing increasingly inopportume for
an individuol to Join a learge communistic
housenold, An individual no 1?‘;}? gets
protection f£ron the household kinship
groups but rather from political authoritVees
houschold and cceupation become ecolopically
peparated, and the houschold is no longer o
unit of common production but of, comuon
comsunption, Thus the household declines in
slze ag well as its m%tame for the
individual. {(Ueber, 19781 375)

It should be stregsed that Veber is concantrating

here noinly on the development of copltalisn as it occurred
in tho Uest, He is coreful to point out that the domestic
mthority and the hougehold c¢on be indopendent of coononice

forees.

He also notea that undor circunatances there the

houschold is Pased on common property there would be a

tondency
ho &5 of

for it to’ continue to remgin lorpe. Nevertheless,
the viow that the separation of the fanlly from the

fira 49 the unique feature of modern capitaliagn, In other



tines and othor places, organization of the eccnomy, polity
and socicty may have existed vhich resonbled copltaliasn but
crucially locked this particular differentiating
characteristic (Vcber, 19781 377-00).

Folloving Veber, Parcons clso rogards that vith
industriglization, the fanily firm loscs its pre-eninent
position in tho cconony and society, Ho i3, however, awnre
that the fonily firm played a crucial part in the eorly
indugtrialization of the Viest - n part vhich nay oven be
rogorded as indispensable, e recornizss that the fanily
f£irn could be the sole instituticon ot the carly stape of
industriallzation responoidble for production independent of
governnental muthority, lic says
It could focus enterprencurial ability
beyond the intereats or 1ife time of a
single individual, it could scocumilato and
safenu capital and it could estoblish o
solid repatation in the coomunity, But at
lgter gtoges it can become o gerious source
of obgtruction to further development, The
nore recont tendency has been clearly touvard
differentinting these conponents £froam each
othor, The typical occupational manager in
the larger firns is no longe in his position
by virtue of kinship ascription, and proporty
ownercship is not a significont factor in his

" lecdership and asuthority vithin the £irm,
{?WSMﬁp 1%0* 1“9)

Thugy secording to Parsons, industrinl devcolopment
loads to sitructural differentiation of the fanily firm, so
that in tioe 1t is replaced by a large-ccale corporate
unit,



Pargons not only views the fanily firm as deconming
ocutnoded, but also regards that the family itself ﬁmlcrms
a transformation with industrial development, Firsgt, with
industrialization the extent of kinship golidarity gets
narroved snd the conjugnl family comergos as the mogt sultable
iinship wmit for the medern osccupational system. Along with
1%, the family loses its productive role ond becones pris
narily a systeo vith its accent on affcotivity (Pargons,
19511 1B6.87). lluch the sgme view 4o held by scholors such
as Ogburn and Miekoff (1955) and Goode {1963).

A verigtion of the cbove theme is to be Zound in
the wvorks of Hoselitz {1960) ond Purstenburg (1960), They
tond t0 revert the relationship between industrialization
and the nuclear family, OQuoting cvidence suggesting the
cidotonce 0f the nuclear fanily .ouch before the onget of
industrialization in Anerica angd Englend , they argue that
the nuclear fomily might have facllitated the growth of the
industrizl systen,

It i3 important to note houvover that some anthro-
polopglsts hold a contrary view regarding the inpact of
industrialization on hinghlp structurces. Firih gayss

hat the development towvards an indusixial
soclicety probably does 45 to break dovn tho
formal structures of kin groups, except
perhaps that of the elementory fomily, vhich
ig mogt resistants The lincage, the -en
fanily, laorge cooperative cagxa%w Lhin unit
1o likely not to survive as Lts members
disperse into industrial eaployment and



their traditional regources and authority
structures lose meaning, But personal kin
tics tond o be retained on a selective
basis, Indeed, they may bBe even sirengthened
if the physical isolation of the elenentary
fanily is5 promoted by industrial, urban
conditions. There 15 no reanson then to
think that extra familial kin ties are
likely to decrease in our modern soclety.
(Pirth as quoted in Singer, 19721 287)

Notuithetanding Firth's position it con bo inferred
that the dominant linc of scholarship in the Uest has viewed
tho fanily firp ap an Institution which comnot survive the
onslaught of industrial development, Although tho fomily
nay swrvive, its significance in both the economic and social
spheres gets dragtically oltercd in tho modern industrial
world,

There i a tendency on the part of sociologists
to tronopose the Vestern experience of industriaiization
on the newly developing countrics in the third vorld,
Folloving Harz and Ueber, it ig often asserted that
industrinlization 15 such o compelling force that it
inevitably tronsforns the third world societies in the fmage
of the industrialized socleties. Xarr {1973) ond loore
(1965) tend to orgue that industrialization would bring about
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a limited converpgence of cultures agross the world, This
gonvergence would be such that vhile the presenily doveloping
societics may not become exact replicas of Industrialized
societios, they nevertheless would come o acquire certatn
crucial institutions end ways of 1ife that are found in the
industrialized Vest, Some would go further to aspert that
to become indugtrialized a society has to discard its
traditional values anﬁ replace then by an industrisl wvaluve
conplexs For exomple MeClelland holds: %Under developed

countrics migt develop a strenucus, more achicvement-oriented
| attitude towards life, vhether they like it or not, if they
want econonic development,® (McClelland as quoted by Singer
in Moore and Feldman, 19603 259), | |

In this perspective, the fanily firm in developing
countries is alse vieved as pPlaying a c:uclal role only in
the early stapos of industrial devclopment, Just as it did
in tho Vest.

Burton Benedict (1968) in his work on fanily firms
in gome developing countries, hazs tried to indicote the |
ioportance of fomily f£irms for cconomic development. He
contendo that the family firms unlquely combine geversl
soclo~economie cheracteristics in them, which are cruclol
for oconomic growth, These are particularistic rols
relationships, potential for risk-tdiing, potentigl for
naking investments in training of persommel, capsbility o



roise capital, and the provigion of contimuity and security.
The author inteénds to study the family firms in process,

“to parceive hov the Lamily firm develops or Yo learn how

it troansforns fron a fanily to a nor~family business®
(Benediet, 1968t 2). He assumes that fenlly firm organi-
zation is more icportant in the parly stages of the growth
of tho firm than in the later stages, Ho says: “"Indeed

1t geens likely that role relationships in the firm must
change Qualitatively 1£ the firm &35 to grow? (Bemediot,

19685 2). The fanily firms face tuo major erises in the
course of their development, The first arises vhen the

sons reach maturity and want pore influence in the nanagement
of the firm, thereby challenging the authority structure

in the family. Secondly, the growth of the firm nccessitates
the incorporation of outsiders, If thesc two criscs are

not net by an al-teruttan in the pattern of rdlationships
between firm members, the firm may not expand and ngy even
disgolve (Benedict, 1968: 18),

Thus Benedict too £alls prey to the common notion
that tho family firm is a tronsitory phenomenon, Time end
agoin he onphasizes that the family firm orgonization may
not bo important in the later stages of the growth of the
£irm as in the eorly stages. ‘

Nafzigor (1969) conducted a study on the inpact of
the Nigerian cxtended fomily on the entreprencurisl
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pctivity in that country, He found that almost qll entro-
prencurs had thetr apprentice training virtuslly funded by
their respective extonded families, Secondly, they depanded
very mich on the extended fanily for capitel 0 establish
the £irm, Finnlly, with the expansion of the Vtir-:a.- the
current consumption expenditure of the 2‘@1131 incroonged,
tvhich could othervise be re~invested in business. This
hindered thé oxpenaton of the £irm, Applying the same logic
to his Indlan gtudy, Nafzipger sayss

However, the Indian case might bo expected
to be pimilor to the Nigerian cage, tharo
onc etudy indicates that the extended family,
vith 4its ability to mobilize large resources,
facilitatos the ascquisition of entreprenewisl
raining and establishnent of firms, On the
other hand, like the liigerian cage, the Joint
fanily in India would be likely to hinder the
expansion of firms by siimfrmn% regources Loy
current consumption vhich mi othervise hove
been invested in business. (Nafziger, 1978t 50)

Thus Nafzigar aloo assunes that tho growth of the firm
vould lead to a dedline of the role of the fanily in
businesa, He thercby reiterantes the atand ladnp't;ed by
Parsons and others,

Khglaf and Shawyrd (1966) studied f£anily firms
and industrial development in Lebanon, They point out how
traditional norms along with the institution of the family
£irm support industrisl development in its eorly stages.
Industrialization, according to them, entails a conaiderable
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deproo of digruption and change in goclo-econonic institue
tlong. In such tincs bf £flux md uncertainty, one can £ind
refuge and security in certain traditional forms of goeial
orgmization (Kholaf ond Shawyri, 19663 60): In Lebanon,
they obgerve, nepotism exists but docs not create ineffi-
ciency ﬁmzxe there is a eritical shortage of managerxal
end profegsiongl siills, As for centralization ;n‘f authority,
the Lebanege nonager favours horizontal charing of oguthority
at tho top, vhere group decisions ore talten and subordinates
con express their vicws. The Lebonese eaployer is o
benovolent provider and paternalisn 4is of a Ydemocratic and
participative type's. Findlly Lobanese conservatisn did not
proclude the entremreneurs fron toking risks end introducing
fmnovations, necessary for industrisl onterprises.

Thuo in the same tradition to vhich Demedict and
Nofziger belong, Khalaf and Shawyri recognize the important
part fanily firns play in Lebanen at o given stage of
industrinlization, by providing capitol and technical sitills
walch are at the mement in short supply. They olso
therefore aocepi the view that industrialization is g
conpaelling foreo wvhich vould inevitobly tronsforn
goclotien,

Hilton Singer (4971) howover tates on cntively
diffcrent viow. He holds that tradition has sufficient
rosilionce and capagity to abaord modermizing trends and
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values into the corpus of traditional bellefs and mraoticesn,
He sayse ‘

Judging from s preliminary exploration.,.
vhich I have attompted, the process of
mcargmtmg modern innovations such as
industry is g kinéd of cultural metaobolism
well=known in Indian eivilization, It s

o proceas of cultural intake end assimilation
vhich operates with artifacts, technical
processes and idea systemsy as well as with
gocial groups. Imnovations in thesc fields
are introduced into the nystenm tried cut

and tegted, accepted or rejected according
to a £alrly regular sequence of phases,

The ovarall ailm of the process is not o
gggéwmza g *gestmiﬁ* gn the sense of 14
inftating the VYest or cheonging something o
and traditional into something new mnd
modorny 1t is Just the converse - 0 chonge
the nenwy and crn into something old and
troditional. In India, modernization takes
the foarm of traditionalization, (Singer, 1971 57)

Thus in his study of Industrial Leadership in
Hadras City, Singer arpgues that the Joint fomily is flexible
enouzh to foce the pressures that industriplization ¢reates,
and. thus traditional principles of fomily and kinship not
only survive but asctually offer distinct advantages for
orgonizing an industrial enterprise, This takes place
becguse thero is an underlying structural conpgruonce dbetwsen
the traditionsl Indian family. and the requirements of
modern industry. From the evidence drawn from the
fanilics of Hadras industrislists, Singer f£indas that the
Joint femily provides capital. for new ventures, expmosion,
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as woll as training of porsonnel, It provides g well
structured pattern of authority, succession and inheritonco,
wvhich meets the reguirenents of an organization for
direction and monagement, Decisions arce taken jointly,

and varied tolents of the fanily members can be utilized

for industrial operationsg (Singer, 19683 446.7), Commenting
on the resilicnce of tradition, Singer also finds that the
industrialists used various adaptive strategies o
incorporate modern innovations, while atill retaining their
troditional beliefs end practices, These were compart-
mentalization, vicarioua rifunlization, the separation of
ownership and control both in tho fanily and the £irm and
lastly, the extansion of the principles of houschold
management of the rural joint family to modern industry
(Singer, 1968s 445)., In this mamer the famlly is dble to
survive in an urboneindustrisl complex,

In perheps the only study on the actusl vorking
of fomily firms, Allan Cohen selcets eight £firmse in India
 for an intensive study. His study, conducted in 1964,
focuses on inter-role conflict in family business by wvhich
he refers to a gituation, "“vhere rolenpreaéwas agsociated
vith nenbarshlip in one organization are in confiict with
the pressures stemming from membership in other groups®
(Cohen, 1974: 21)« This inter-role conflict creates strains
in the functioning of fanily firns,
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On the basis of his eight case studies, Cohen
concludes that the strains created by the inter-role conflict
w31l be maxinol only in the case of family firme vhich are
traditional in their family life but which use nonw
troditiondl mensgerial styles to conduct business, In
contrast, in the copge of those fanily firme wvhich gre
traditionsl both in their family life and in their business,
and in the case of those which are non-traditionsl in both
fonily 1ifc ond ponagerial stylea, intersrole confiict
will Ve minimal, Thus in his view fomily firms con continue
to exist provided thay adopt a non-traditional nanagerisl
style as well as a non~traditional femily 1ife,

Althouch both Singer and Cohen demonstrate the
resilience of the family firm, the explenation they provide
for thia resilience are diametrically opposed, Vhile
Singer gitresscs on the 'traditionalization' of nodern
influences, Cohen is5 cuggeating that the process of
adaptation is one of using vhat he calls 'non-traditional!
business practices ad fomily life style, Cochen thus
afsumes that the traditional familial grinciples would be
incoqpatible with the nonagement of the firm based on
universalistic criteris,

Frono the brief revicw nade ghove, of works on
fanily firms in the developing countries, one is likely to
infer that tacy propell industrislization process mainly in
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the initicl stages. But, Harris's (1971) study shows that
this generalization need not be appucable to all the
developing socleties, In hig study of African fanily
buginess in Kenya, he obgerves that kinship does not provide
the resources and skills to facilitate business organization,
He obgerves that in the domestic cconomy of East Afyica the
notion of [“;orpamte family unit is abeent, East African
custom is hignly individuslistic, encouraging sons to use
thelr right of equal share of property, at the time of
narriage. loreover buginess in comerce and industry is
s0 new that tho relatives from whom they can recrult business
associates are of the generation, ﬁhera rivalries are
greatest and suthority is the leasts Thus relatives in
buginess wvere brothers and cousing, not father and son.
Heneo Harris's gtudy offers a corrective to the generalie
zation that the corporateness of the family is essential
for the fanily firms to exist and operate in é rapidly
changing cconomy, | -

Prom here, I proceed to understand the dynamics
of the fgnily firm in the Indion context, For such an
underatanding it is necegsary first to provide a historical |
background of the pattern of industrialization and the
. Yise of entropreneurisl . jamilies in India, and follow
this up by a brief review of the literature on industrinli-
zation and the fasily in the Indion context,
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Industricl capitalism came to Indin as o by-groduct
of British economic pemetration and political control,
Prior to the sdvent of the British, Indien hondicrafts
industriocs had acquired s worldewide reputation, Thoupgh
these were turned out by hisghly skilled eraftamen, the
fineneing cnd merketing was in the hands of banla castes,
o wore treders ond moneyelenders. Since the merchant
copitalists gave only loan capital and not risk capital, they
displayed an oxtreme congervatiem and found it wnnecessary
to risk capital in productive industries (Millman, 1953
87«88),

By 1800 the foctory system had been developed in
England end soon British emergiles vere fooused on developing
ray nateriols for export in return for British manufactured
goeds and in opening needed ports especially Bombay, Calcutta
and Madras. It was in these cities that modern industry
first mode its éwearmae, and these centres hod dlistinctive
patterns of entreoprenurial development,

Though Calcutta had greater potential for develop-
ment over Boabay, with its jute industry, Zﬁrdaximity T
India's iron ond cocl fields, it was in Boobay that
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indigenous capital arose, This was becsuge (a) Bombay.
hod beon o contre for trade much before the British anﬁ
offered ptrong opposition to them, vhile tjh.a aalwwa
conmmity consisted of zamindars and professionals and
lacked a business communily of its own, Thus the British
cmerged dominant in Caleutta, (b) Wnile Bombay had light
British rule, Calcutta was the seat of Britain's economic
pover ond political administration; (¢) most industries in
Calcutta x«m"e menaged by British agencies vhile in Bombgy
Indian businegsmen even secured positions on the board of
British managed conmponics (Lambd, 19548 108-13)4

| Aftor elucidating the differential pattorn of ‘indue-
trial developaont, we giall now study how entromrencurial
communitics node the transition fron trade and money lending
to modern industry, :

The Parsai aamity in Bombay was the first to
develop modern industry snd benking, Much of their wealth
originated in their trade with China in oplum and yarn,
The nost fmportant reason for their success vas that thelr
relative detachment from the Indian scene facilitated them
to develop a conpredore and complementary relationship to
Britich treding and ehipping interests in Asia (Guha,
1970s H107-11115), The Parsis had greater occupational
nobility and fewer binding goclal comitments, Vealthy
Parsis adopted Vestan sducation and oven dined with the



British, Lamb observess 9This roughly equal relationshlp
helped them enter the industrial f£ield since it nade it
possidble for them to hire Britidh engineers end techniclans
who were necessary for the operations of theiy planta in
the initlel stages.® (Lamb, 1976h: 120-21)

The first successful cotton mill was built in 1854
by C.W, Davar, a Parsi b@fﬂter. He wag emulated by the Parsl
Potit family vho investod thelir apeculative gains in
textile nills, Tho Tata family became active in bullding
textile mills in 1870, Tatas mode beginnings in Indian
heavy industry, steei, elestric power and shipping,.

The next foportant transition from trade to
industey vas of the Marvarl commmity and took plave after
the first world wvar. The Marvaris are Hindus and Jain
troding cagstes fronm Rajasthan vho nipgrated in large nurber
to Caleutta in the 19th Century building thesselves solidly
into the economic 1life as important dealers in prain, rice
and 0il seeds, Thoe cumilative gains recelved by various
Harvaris, led to their sccumulation of capital., The
lecding Marvard spemilatar was J.Ml. Birla vho nede his
fortunos in the oplun {rade ol fomded the largest
indugtrial house toﬁéy. The llarvaris gerved as banyans or
brokers for major British managing agency houses mmd olso
as middle men between the British mamufacturers snd Indion

peasanty.
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. During the first vorld wor, Harwaris began moving
fron trade to industry, From control of the raw Jute
narket they went inte jute baling end finaily jJute manue
facturing, The first Indian jute mill was set up in 1919
by the Birla family, wvho moved next into cotton textiles,
and bullt mills in Delni] Gwallor, The Dalnia Sehu-Jain
Lanily became very active in the cement and sugar
buginess, The other important Marwari business families
vere Singhanias in Kenpur, and Rula in Bombay and @erﬁzas
in Caleutta., Helen Lanb says that since the Harwaris were
later entrents into industry they could buy up existing
plants as well ag build their own, Horeover since they
node their trensition far from their homebage, they were less
geographically confined end spread all over India (Lamb,
197Gb1 124}, Unlike the Parsis, the Harwaris knew just a
snattering of Unglish end eriticetic. Their close trading
rclationships vith the British had 1ittle influence on their
business mnd soclal habits,

The traditiongl trading commmnity of the Gujaratis
alzo moved from trade into industry in Bombay and Ahmedabad.
The important Gujarati industrial families of Bombay were
Horarjec, Golculdas, Khateu, Thackersey, Viseanji and the
Yalchonds ‘Ex‘ge Gujarati Jains, Thay ostablished the Scindla
Sten Hevigation Company in 1919 with other assocliates.
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Though Ahnmedebad was avay from the ports it developed
indipenous entreprencurs, Spodok gtiributes this Yo the
developaent of social overhesd capital, the improvement in
political climgte and establlshment of finanecial and
nanagenent institutions (Spodek, 19653 483-90). By showing
that the firgt cotton mild in Ahmedobod was set up by
Ranchodlal Chotalal a llagar Brehmin, ae strosced that
initially Gujarati bentes did not want to rigk capital in
industricl ventures but established themselves aftor scelng
the experience of outsiders (Spodek, 19608 M-27),

Ercadly, there are two views, vhich have cxplained the
risoe of entreprencurial commmities in modern industrig..

‘Timberg (1978), Lenb (1564; 1976a; 1976b) and
Spodels (19655 1969) explain the rise of these corunities
in large stole namfacturing in tarns of the traditional
social institutions wvhich displayed a marited rosilience,
ond favoured the axponsion of Indien businegs. These
gtudies point out that vhile the traditional troding
castes vere adaptive, they were conservative and far from
ifnnovative., Some of the institutions vhich favoured thetr
rige were the nanaging egency systen, the Hindu Joint
fomily, commumity rescurces and marriage networks., These
shall be briefly elucidated.

The monaging agency systen was arlgznélly developed
by the Britich oo that owners in Eritain could place
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nonagenent of the companies in the hends of reputadle
agonts. Since the mansging egencles were mostly partnerships
vhen a partner died he was replaced by his son or another
official, The mommer in which the monaging agoncy aystem
vas odopted ond modified by the Indians showed the
adaptability of troditional principles to modern business
practices, lVhile nmost of the Enpglish companies were public
cerporations, among Indimms, control of the agency was
held by one fanily, or parinerships composed of relatives
vho hed also invested heavily in the conpany stock,
Operational control was still tightly held by a fomily
even vhen the conpanles were beconing public corporge
tiong, _

The Hindu Joint fanily was also rogarded y
Gadgt) (1959 34) and Lamb (19543 117) as a source of
strength for organizing business, Property was Jointly
held vith one brother in authority. Famllial bonds encouragoed
_Joint adminigtration of industrial empires betweem trothers
or couging, |

Congollidation of business enpires by marital ties
alev took place., Timberpg soys that the ¢lose associates
of the Birlss include the Khaltans, Kanorias and Nohtas
wio arc their inelaws (Timberg, 19781 82), Spodek {1965)
dravs attention to the marriage conncctions estoblished
among the Jain entreprencurs of Aumedabad to coment

rolationships of community and business tics.
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has pointed out that among the Harwmris, the commmdty's
orponizational resources also supported entrepreneurship,
Commmnity banks provided accormodation for goods in tronoit
and remittonce facilitien,  Comunal customs provided for
apprenticeships in vhich youngsters could lem tha
toechniques of busingss and profit sharing schemes by which
they could accumilate enough capital to start thelr own
enterprises (Tinberg, 1978: 6). They developed a unique
aredit network called the sarafi system which endgbled a
Harwarl to obtain credits Allen Cohen describes the
sarafl gysten used by Harwari ¢loth troders in Benarag «
“girms in the system borrowed from ecach other whemever
ghort of cash, loms were paysble on demand 'even at
nidnightt, and interest wvas tallied and settled once a
yoar, with total borrowing offset by totsl lending.® (Guoted
in Timberg, 19783 6) Meruaris estsbliched strong intended
families to take care of ¢hildren, Basas or qénec’ci‘.ve
Hegses were get up vhich provided support and housing to
wandering treders {Timberg, 1978: 5). | The HMarvari nanagement
style reflected a communal end farmilial approach to the
hiring of personncl (Lamb, 1954 117). This view, cxplaining
the rise of entrepropeurial comunities, has not howevor
focuged on how tradlitional values actually mako for the
operation of the firnm and zmé:ceas in business.

In contxrast, Bagehi (1972) puts fomrai‘d the o=
position that entroprencurial success of comunities could
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bost be explained not by resourcos of the community, dbut

by the economic opportunities that were available to then,
Thus the Marwaris end Parsis rose because of thelr
Conpradore role,; vhereby they did not challenge, but only
complemented Britich interests, by acting as brokers and
inlond agents to British interests. Bagehl also atressed
thot different degrees of Buropean donination in different
poriods wag the ma:jortec;;iainmg Indian participation in

. btusiness ond industry. Before the first world war,
Mcpeans' were in a privileged position to exploit resouwrces
singe thoy confrolled the major pords, Horcover, they
cdopted discrininatory policies ageingt Indion Mugineas
men.  After first world var, {he hold of the Dritish over
Indian econony loosmmed with thelr involvenent in the war,
Political uncertainty end the growth of the national
movenent forced the British to adopt protectionist policies
in gome consumcr industries, vhich gtimulated the grovth
of Indion capital (Bagchi, 19721 192<95),

From thig gecount several features sbout the
pattern of induvatrialization in mre~Indopondence ara
eerge:s {a) industrial dovelopment was highly unevem and
concantrated in a fow major port clties especially
Calcutta and Bombay:; (b) Industry was prinarily confined
to consuner goods rather than heavy industry, This left
a mojor gep in Indian eccnomy; (¢) Moreover industry vas
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hithly consentrated in the hoands of large busincgs hounes
or conglomerates vhich represented most succensfil formg
0f business orgenization; (4) Hodern industry was divided
between foreign md indigenous capital vhich developed
divergent ond mtagonigtic {nterests; (e) Indion capital
wos dravm prinacily from a hendful of traditional treding
communities. Aoong indigenous entreprencurs, family and
commmity played a pajor role beccuse of their sbility to
mobilize capital (Kochmnek, 19743 23-24),

With the attalnment of independence, the pattern
of industrialization wag radically altered by the pgoverns
nent's policys A rapid industrial development vas envisaged
in the industrial policy resclution of 1948 and 1956, The
netionsl government framed policies which protocted the
interests of Indian capitalists against foreign compatition,
The S-year plens and the various financial institutions
like the FIC, LIC, IDBI, ICICI, provided much noeded
finencial support for the expansion of investments by
Indien capitalists. The Indugtrial Policy Resclution of
1956 was on interpretation of the Industrial Policy
Resolution of 1948 vhich hod been formulated to accelerate
tho growth of economy through rapid industricliszation. The
1956 resolution axpandcd the scope of the public sector
including in this category all basic and strategic
industries, pudblic utilities snd industries requiring
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huge invastments, In additzofn the Industrigl Policy
Resolution of 1956 guarentced protection agatnst
nationalization provided for expansion of the exigting
facilities under spécLﬁ.u circumstances, and permitted

~ public-private co-operation in developing some industries,

Tis regolution was welcomed by the business
comunity, because 1t removed the threat of natlonaglization
and conﬁine:ed it that there would be more than ample
scope for the private sector to dovelop. During tho next
decode the private sector undervent rapid expansion,

Under the Industrial (Develoment end Regulation)
Act of 1951 vhich gave the Government powers to control
and regulate grﬁate industry, o licensing procedure was
sct up by vhich all industries hed to be registered with
the Government, ‘Ihé licensing system generated flerce
competition anong business houses for a ghare in the
licenoing capacity. Such cut~throst competition, led to
the establichment of monopoly in the field. The Dutt
Cormittee Report of 1969 concluded that the pystenm worked
lorgely for the top twonty business houses not for the
industrisl scctor at large. |

ith this discovery the Government enaoted o
nev Industrial Policy (1970). Under this new licensing
oy stem, smoll-medium industry did not require a licanse
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to establish a factory which cogted less than one crore
rupees. Ihe large industrial housec were asted to obtain
£irst formagl clearance wnder the MRTP Act of 1970. Dy
thig Act the Government pdopted the size limit of f5,20
crares as ageregate assets for idemntifying a large
buciness housoca, Goyal has pointed out that one weadkness
of the MRIP 2ct is that the intor-comnected componies

of the blg houses are expected o register themselves
voluntarily with the Government, go that a substantial
roduction in the mmber of companies now registered under
-digferent houses has taten plase (Goyal, 197h 24-25), By
such Loopholes 1 the big business houses havo boen sble
to take pdvantope of the situation and still doninate the
indugtricl scenc in India,

The Governnent has made efforts to check oconomic
concontration by cxponsion of the public sector, tho ¢ow
oparotive gector and has aloo encouraged small scole and
oedium industriecs. Nationalized banks hdlp small scgle
business units end large industrial houses have been
provented from profueing items reserved for small scale
industrics, In order to check monopoly the Government
also aboliched the maneging ogency system &n 1976, This
has hovevar not hed any effeot in breaking family hold
over industry, Verna has shown that the various governmental
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policies such ag MRIP have not succeeded in achieving
thelr objective. Certain segments of industerigl fonilies,
anong the all India group have extracted disproportionate
advantoges by excess capaclity installation and other
measures (Verna, n.d. 255). |

Vernaota study also shows that industrial familles
continue as single-corporate entities, ty {a) avolding
flsston in spite of the presence of tromendous amount of
sogmentation end twrbulences (b) skillful deployment of
humen and £inanclal resources of the fanily; (c) none
distribution of familinl income to individual members ond
centrolized control over spending; end (4) avoidmce of
taxes (Verna, n.det 268), |

Some studles have focused on the management
styles in these fomily firms. Chaudhri and Burpen in
their stuly of a Harwari fonily firm in Calcutta conclude
that the managenent otyle in the £irm vts highly auto=
cratic, Authorily and decision-mghing is centralized in
the fomily head and decigsions are token informally. The
method of recruitnent and selection is *lamentably unscienti-
fic, ungystenatic and traditional'. Horeovor despite
these archinc prectices the fanily firm showed a record of
high productivity and industriagl peace. On this basis
the authors go on to arpae whether these styles could be
called an ideol model for Indian industry (Cheoudhri ond
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Burman, 1981 He117- M120), Verna's study also shows that
appointments in industrial enterprises are node on the
basis of loyalty, famillal and kin ties (Verma, n.d.t 243),

Thus far ve have established that the fanily firm
continues to flourish in India, despui a,d\lnal:ijw. eav ivonment.
@at onc. can zecount for the broskdown of the fanily firm

’bﬂ chenges ocowrring in the family itsclf duc to
indugtriniization. Let us nov exmmine this thesis.

A mmber of studies hoad been guided by tha
hypothesis put forward by the western scholars that a
gherp bresk between traditional Joint fomily snd modorn
rmiclear fanily was éupmsed to ocour with industrislizotion,
(Rogs, 1961 Gore, 1968; and Desad, 1964) It is interesting
to note that even studies guided by such g hypothesis
revealed that though nuclear houscholds were on the
increase, jointness continues to provail and kin ties
contimie to provide support to individuals in adapting
themselves to the industrial urban setting., Gorets sample
still gonformed to the pattern of Joint fanily living
in behaviour, role perceptives and attitudes, though
urban residence end education was inducing change, Thus
he recorded limited change in the Delhi area., I,P. Desal
has shown how people in lishuva retained the ideals ond
pentinents of Jointness though thay did not raai&e
togothor, |
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Hore recently, another group of studias have
argued for the persistence rather then change of family
gither because it performs useful functlons or because of
the continuing strength of traditional sentiments (Ames,
1973; Vatuk, 1972; Owens, 1971. ond Singer, 1968},

Vatuk! g study of educsted vhite collezr migrants
in urban eity of Mcerut shows a marked continuity with
traditional fomily life characteristic of the rural pattern
in terms of marriage, casto endogany, local exXogay .
segregation of sexes, The uwrban household was o branch
family mointaining ties with the ppnatic extended fenily
in the villaoge. Vatuk also finds incipient changes in
quality of the fanily 1ifo, The neoe-local residence is
typical, vhercby kinship has undergone a bilatersl emphasis,
Thus Vatult's conclusions show that a change was minimal,
a concession to differentinted ecological and socioe
cultural settings rather than a ropudiation of traditional
normg and values,

Singer (1968) and Ames (1973) in their studies a:z-
industriaiists in Madres and industrial workers in
Jamshedpur have ghown that their respondents used various
adaptive strategles to meet the pressures created bty
industriglization, so that the jJoint family could mrsiat,
S&nger' says that this adeptive stratepgles wercs (a)
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conpartmentalization, {(b) vicarious ritualizatian, (o)
household mempgesent in industry.  Ames concludes that
jointness in terms of obligations, property and ideals
was alive bBecause (a) the workers adjusted to modern
occupational settings in interests of family welfore,
and (b) limited adjustments to work asrhores, remaining
traditional in demestic sphers,

Ovens {1971) study of entrepreneurial fomilies of
the Mehenya caste found that 1t was econonic selt-interest
or rationality of business oparations which determined
thethor fgnilies vere commensually Joint or mot, Hore
over a thange in authority patitearn and role mlm‘!:&mmws
ocourred for the karta had to uge his skill to work out
various agrecments €0 maintain harmony as vhich contributed
to the running of the family firm, Thus Owens shows that
it 1s cconomic intorest which maintains fomilies together
for the rumning of the business,

Thus these studies provide us with rich data on
the peraistence of the fanily and kin networks in the
context of industrialization, The studies of fomily firms
have shown that family is certainly not changing, rather
it is odopting itsclf in varlous ways in order to persist
in the industricl context,-

A group of scholars on the basis of such cvidence
havo arpued that it 45 quite possible that traditional
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social structures such as the fanmlly have persisted, beocsuse
India's industrislization has been limited, Sabish Saberwal
gtates that the weoknmess and slow pace of indusirialization
is a prine factor in explaining the persistence of tradi-
tional institutions, Even in postecolonial India,

Saberwal states, the e¢conomies of scale assoclated with
lorge scale production have yet to be realized. "Into

this lelsurely industrislization, the pre~industrial
institutions con gettle relatively easily and if that
bespesks, *the modernity of tredition' this modernity

can only be of g vary shodowy sort.® (Soberusl, 19788

10)

Such o argument thus assumen that once induge
triglization beoones rapid traditional institutions would
necessarily be ecroded becaunge Ythe logle of sdvancing
indugstrialis remuires naxinization of fresh investible
rosources, high perfoarmance levels in industry, a conplex
division of labour and the like" (Saberwal, 1978t 10},

If this logic is applied to our study of fomily firms,
it would necessarily believe in the erosion of m
organization based on ascriptive ﬁeagf-

Thus in order to locate this debate on the impact
of industrigiization on society, in its mroper intellectual
context, I have chogen to axanine the contemporary dynamice
of the femily firm in Indin. Such a study would help us
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anticipate vhether there is a trend townrds its persistence
or decay, and highlight what implications this trend will
have on India's indusgtrisl development and sooial change.
This constitutes the problem of my study and I have sought
to melyse the dynamics of the family firm in the
following manner,

I have at ﬂraf touched um some methodologleal
igsues end problems involved in the study of foamily
firms, This is accompanied by an introduction to the
soelal background of the large industrial families that
have boen selected for this study. |

 The snclysis of the fanily firm begins with a
study of the various factors which hove been conducive
for and have contributed to the persistence of the family
firns in Indla, This {ncludes a atudy of familisl and
kinship principles as the basic organizing factor of the
firm. The manner in which legal factors sond the strusture
of the firm's organization have encouraged the family
firm to parsist has also been elucidated,

The next chapter studies the mamer in vhich the
fanily firn aperatéa. It focuses on the adaptive
strategles that family firms cmploy to cope with internal
end external pressures in their efforts to perpetuate
£amily hold over the entarprises and gt the same time
expond thelr firns, In this process a study of the
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cntropreneurisl styles in these fanily firms becomes
inportant, Thus the continuities with the traditional
business practices, as well as the new emerging entre-
preneurial styles have dlso been highlighted,

Pinally, an attempt has been made to gtudy the
conditions under vhich some famlly firms have disintep-
roted, It focuses upon the role of familial ard hinship
principles, the firm and legal fectors in this progess of
assintegration,

The conclusion discusses the implications of the
porsistance snd decay of family firms on industrial
devolopaent ond the impact of industrialization on Indliem
socliaty at large. |

aeend



THE RESEARCH SETTIRG

Having explicitly stated the problem of thds study,
the main focus of this chapter is o highlight the methodo~
logionl issues involved in such an anclysis and to introduce
the fanily firms selected for this study, '

Studies on how the Lanily firm operates in the
doveloping countrics are scarces and in the previous
chapter a brief review of such studies has already bom
node. From the review it stands out that there ore only
threc detailed case studies on fomily firms in India that
are available, neamely Owens (1971), Singer {1968), amd
Cohen (1974), The former 'two focus upon the changes that
are occurring in the family struature of these entrepreneursg,
They legnore the interaction between the firm and tho fonily.
Cohen's is the only study vhich hag focused on this problem,

Sinco soclological literature on the family firm
in India hag been scardey in order to obtain u&em
information on this resesrch topic, I exanined the availsble
autobiographics and blographlios of indusirigl entrepreneurs.
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Howover nany of these turmed out to bo cwlogies and provided
little relevant naoterigl on tho role of the fanily .in the
nanagenent of enterprise, In the course of my data
collection, I vas then drown to an interesting array of
investigative roports and interviews with prominent
industriclists belonging to the large fanily Lirmg in

india, vhich have appeared from tinme o t&m in popiler
business end news negagzines of the cowntry, These

‘clippings provided some useful information on fomily

relationships and the mamor 4n vhich these operated in
the business organization, Some cuttings gave on insight
into the entreprencurial styles. O0f these fonilly f£irms,
vhile others disoussed quarrels in the family in considerable
detall, Hy analysis of these cuttings eoon revesled a
particular pattern emerging, |

I an howover awvarc that certain queogtions can be
ralsed on the authenticity of such data, since subjective
blases may have erept into the production of sich knowvledgo.
Firstly, there can be/doubt that the data generated by
business onalysts sro misrepresentative of facts, But this
does not seen % by the case, since no objections have been
ralsed against this information by the busineos fanilies

concarned, [Horeover, such data represent the nomer in

thich these businesas maiyats have interpreted the world
of businesp, Secondly, it is also possible that the



36

interviewees may ha#e deliberatcly projected on inage of
themgelves vhich they would like to portrgy. I have been
conscious of this, end my interprotations of such roporta
and interviews alm at digcovering the underlying value
pattarns and attitudes of entreprencurs towvards fenily
rolations and their entreprencurisl styles. By thla, I
have been gble to tap infornation and images which vere
unintendedly projected ty the intorviewees, and thich
become crucial and valusble for o soclologlool anslysis.
For example vhen Rahul Bajaj aam that his cousin Shekhar
would be out of his Job if he did not conform to the
wvishes of tho group, it reflected that both in the fanily
end in the firm, Rghul Bajal had cuthority over his
cousin, ‘This clesrly showed his suthoritarimn character.
To ensure objectivity, I have glso given the apprepriate
extracts, Lrom various reports and interviews, so that

the validity of nmy interpretations can be Judped.

These sources have been ubilized by odopting the
fmethod of apt Lllustrations' falrly consistontly in the
anglysis, Ihis method was advoeated by Gluckman for the
intengive ficld work of smpll tribal commmitics. This
method involves ripgorous observation of how subjects
actually behaved, collection of information about custons,
ritusls, geneologles and the like, From thig data; general
outline of eulturc ip onalysed and f£inally the apt aud
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appropriate casc is uséd to illustrate specific cugtoms,
principles of organization and social relationships, Each
case is gelected for its apmropriatencss at a particular
point in the arpument; and cases can aven be derived from
words or actiong of quite' different groups or individuals
(Gluckman, 19%% xvii), .

Finally, it 1s essentinl to focus upon gome defi-
nitional issues in the study of the family firms,

Scholars writing on family firms, secm to have
ansoumed vhat it iz and have novhare explicitly defined

~this concept. There is a need to put forward, at best a
tentative working definition of tho family firm for our
understanding. The term family firm can be used to refor
;oll-ectwely 0 o number of firms under the control of
one £anily, Sometimes the term can be used to pefer
gollectively to a t&xole' set of firms under the control of
one family, and at other times to a particular f£irm under
the control of the family. However this is a vary txroaed
dofinition, for in fact o varicty of family firns exist,
and those vhich form the focus of my study, need to be
delincated,

The . . pimplest form of the family firm refors
to the cottage and household industries vhich form o part
of the informal scctor of the economy. Here the ixousehom
is primarny both the unit of production and congumption
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and porforms nainly sustenance functions, Houschold nembers
arc both the owners and nmonagers of the enterprice,

Mnother form of the funily firm is the proprietor-
ship or partnership. It is a form of businesgs orgenization
where two or more people Join together to undertalie some
form of busineos sotivity, Although the fanily's economic
function gets differentiated, yeot the firm ig regarded as
being owned between the individuals that have come
togetaer, |

The third and fourth form of fanily firms rofer
to the private Litd and public Lid conpanies, there
fanily firms control these companies, the firm becomes
lepally a separate entity, differentiated completely
from the familys The firm functions according to Company
Laws thot aptly universally epply to all such firms,

Though the menberg of the family retain finonclial and
operational control over the firnmas, they are primorily
the employecs of the firm, They are identificd according
to the pogitions thay occupy, not as relatives of one
pnother, In o public limited compeny, the capital to get
up the firm may be so great that it is acquired by pudlic
ingtitutions and cutsiders, though the managenent of the
firm 15 still in the hands of the fomily. It 15 ddble to
cantrol the £irm oven by a ominority ownership of the shere
capital., The family firms that have been studied in thisg
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vork comprise of private limited or public limited
conmpanies.

The next concept which is cruclal for our | atudy
and requires clerification is that of the family,

. Rogarding the family as an easily sdentifiable
empirical entity, scholars have defined the family in
soveral ways, Some have regarded joint ownership of
property as the cssence of jointness such as Batley (1960),
Hadan (1962), Ames (1973). Toking commensuslity and
co=residence as ogsemtial ingredients of Jointness,
scholars like Kolenda (1968), Vatuk (1972), Gould {1968),
and Cohn ( 1961) define the famlly as a houschold group
vhere menbors eat food coolted from the same hoarth, These
scholars have then elucidated variocus typologiles of
houscholds. The number of elementary households should
not bve taken as evidence of the hresk up of the :}aini:
family, because this is only seen ag a ptage in the
developnental oycle of the family. Othors like Desai (1964)
and Rapodia (1958) contend that the existence of idenls
and sentiments of the family shows the perslstence of the
joint family.

In order to study the family and Rinshep’ . in the
context of business, proparty and household criteria become
inportant for the dofinition of the family. Ouwmng regards
these two dimensions 1.¢. commensuality (where nombers
budget and eat together) and property {(vhere co-partencrs
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oun Joint property in common) both as erucial for his
dcfinition of the family, He noys that "a coparcanary
f£a31ly frojuently runs a business, vhether or not its
nembera 1ive together as a commensual fanily®. (Owena,
1971 225«26) Houever the property dimension should not
be overstressed. According to the legal definition of the
fonlly, Sonthecmer pointé out, even two related persons
such ag a father ond his unmarried son are enough o
constitutc a Joint Hindu family (Senthed mer, 19778 mwixd).
But Sheh has ripghtly pointed out "to describe the father
and son as a joint family within an elementary fomily
would be clumsy and do violence to the ward family®,
reducing fanily relationg to property relations®.  {Shah,
19643 34)

Hodifying Owens definition then, I have token
proparty ond hougchold criteria as important for the
definition of the fanily in this study of family firms,
The femily cen thus be defined as: (o) a set of kin,
affinal' or agnatic sho own Joint property in cormon, or
(b) a set of kin affinal or agnatic vho live in a comon
household, |

In a fomily business, the property component
acquires gpecial significance, for as Hazari points out
ingustrinligts trensfer their wenlth ond property to set
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up o nunber of companies which they manage collectively
(Bazari, 19661 366), Thus the fawily firm extends beyond
the coparcernery to include also other agnatic and affinal
| relatives vho come to aecquire common interests in the
firnms,

A sorious shortcoming of family studies is that
thoy have focused on certaln relationships to the exclugion
of others. The £ilial and frotemal ties in a fanily are
given primary importance, However, certain relationships
such as the paternabmﬁle-nephew relationships espoclally
the chacha=bhatijs relationship have not been examined,

1 on not unaware of the various definitions that
havo been plven to descride the entreprencur, Hovever,
folloving Berna (1960) and Kilvy (1971) the entreprencur
here refers to the indusirisl Msineamen, It has been
strogsed that industriglizing countries do not neod
innovaters, in the Schumpeterian sensc, but imitators vho
> can adapt technologies and products to the particular
conditions of their countries. Thus the successful
establichment and management of business beconeos more
important ﬁfmﬁ technical fnnovations,

I now proceed to provide a social backeround of the
large industrial famillies vhich have been takem up for
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intensive study. In the course of the study, I hove also
cited onamples ¢f other families vhich demonstrate that
my conclusions have a wider bearing,

I have utilized Cohen's material on three lerge
fomily firme, often to support oy arguments, These three
femily firms are the National Products Ltd (NEL), the Hurty
Group of Companics and the Chand Group of Companies.

The NFL is run by the Bonsal femily. Itz two
main activitics were the manufacture of textiles mmd
S.nﬁus&ial gases. The campeny was acquired from British
managing ngenta after the first vorld var wi Hari Das
Dansal and gharcholdings wore dividod botween tho families
of his three cons, Sehdev Banasl was the Chatrman of the
Board, His son Bavi was the Director and both of them vere
concerned vith toxtiles, Jahdesyoungor brother Satpal Bansal
was the Director and Manacing Agent and with his son
Chinmays dealt with the Industrisgl CGases Unit, leena, his
daughter was am executive trainee. The decensed older
brother's son Hohesh was concerned with the tea unite
(Conen, 19741 57-59), |

The sccond fanily firm was the Furty group of
companies run by the Hurty fanily. It conslsted of nine
conpanics vhich mmufactured transistar radlios awi parts,
plastic piping and industrisl adhesives which weroe the
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largest of thelr kind in India. In order to obtain
technical knov hov, the two main companies collsborated
with foreign firms, vhere the Hurtys hod the doninant
controlling interagt, Tho smaller companies were vholly
owned by them, In 1970, the combined sales of #ll
companies totalled nesrly 80 million dollars (Cﬁhw,' 19744
1435}, Their fomily tree ¢an be represented thuss

Di da*mm {
A8 MURTY ( Deceased M,aate Brolter) C-b- MURTY
[
Gnowrry  E-FMRY g ggety K-L- MuRTY

M-N-MURTY .

The third £irn was the Chand Group of Companies
run by six brothers, Its two nost important units vere a
netal proceasing plont and an Bnergy Convevor plant which
was the second largest in the world, The four youngest
brothers cach managed a wnit as director-in-residence,
whille the two eldest btrothers were managing director and
doputy of the family menaging agency including all the
conpantes (Cohen, 19743 204w5),
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I havo chosen ten industrial femilies for an
intengive gtudy, and thege form my cases which I hove
aptly illustratced to support my arpments in various places
in the course of thig disscrtation, Tho families I have
chosen come from three dominent business commmities, the
Parsis, the Guirotis ond the Marvaris. A short ghetch of
the soclal bacipround of ﬁxeéa fanilies 1s given belows

The only Parsi fonily firm in cur study is the
Godre) family., The Godre) empire 4is the tronslation of the
nigsion of Ardheshir Burorji Godrel, the cldest son of a
Parsi family vho in 1897 decided to switch from lav to
locke-malzing, Ardhoshir handed over tho business of safes
end locks to his brother Pirojsher Burerji Godrej, vhose
sons and grandson continued to run the business, He thus
gtarted experinmonting with sonp, vegetedble oils ete., and
today the Godred group produces a wide renge of products -
locks and steel furniture, security equipment, typewriters,
refrigerators, nachine teols, vegetoble olls, fatty aclds
and animal feods (Kaul and Venkatoramen, 19813 40), In
1977, the asseta of tho Codrej fonily were [3.65.17 crores
(Coyal, 1979 59). P,B, Godre)'s eldest son, Sorabli is
chalrman of the entire cmpire, The other two Brothers are
at tho heln of affairs of two nain componies. Harojl P.
Godred and his son Jomshed menaged the Codrel} and Boyge
Conpony while Burorji P, Godrej and his sons Ad% and [adir
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run the soap operations (Keul and Venkatarenm, 19814
Lo),

The Hafatlals are Patels from Ahmedabad in Gularat.
The founder Hafatlal Gagalbhal was a smell ¢loth trader
vho jointly with em Buropean took over a smell mill, In
1920 the first limited cémparw was get up. "i‘adw Hafatlals
produce mfgh value cotton textiles, blended fabrics, dyes
and intermediates, alkalis, flourine ond flourides, and
various éhemi.cala and plastic products (Buginesg Indlg,
1979 27), The total assets of the Hofatlals in 1978 were
Be318 crores (Bobb, 1981 68), Thelr fomily tree is
rgprésmited thuss

Dia g¥am 2
MAFATLAL GAGAL BHAI
PRANSUKHAL- N AVINCHANDR A BHAGUBHAL
D6 IN ASESH
ARV IN D Yobin DRA R HEmANT

| |

PADM ANABH HRISHIKESH MIHR
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The three Mafatlal brothers, Arvind, Yogindra
and Rasesh ran tho business collectively, Each of them
owned 173 of the fanily assets, vhile Bemant's sen,
Mihir, inherited 503 of the fanlly's assets from his
father, The four major Mafatlal componies, Hafotlal
Industries, Hafatlal Fine, Stondard and Indian Dyestuffs.
Industries wore under the direct control of the femily, In
the partition between the brothers, the first two companies
have gone to Arvind, the second to Rasesh, and the last to
Yopindra Hafatlal, Uith the disintegration of the fanily
f2irn the eldest rother Arvind has re-gligned 1Ath Hemant's
gon liihir, Together they control 675 of the family assets,
Arvind has two sons Padmanabh end Hrishikesh, vho were
absorbed into the family firm 4n 1974 (Buginess Indigs
1979 28=32).

The Kasturbhals are Jain Banias from Gujarat,
They set up as bankers in Ahnmcdabad nearly hundred years
ogoe The founder of this industrinl fanily was Lalbhal
Dglpathbhai vho had a flourishing banking busincss. In
1897 Lalbthal floated the Seraspur Hanufacturing Textile
Company and in 1905 he floated the Raipur Hills in |
association with his two wrothers Henibhal and Jogabhal
(Tripathi, 1951 46.48), Lalbhai hed three sons Chimenbhal,
Kasturbhal and Narottambhaf. Chimathai, their cousin,
participated in the running of the enterprisea, Kasturbhai



uy

is now succecded by his two song--Siddharta and Shrenilte-
end many of his newrhews are also involved in business
(Tripathi, 1981). Rasturbhal set up a number of textile
nills and in the 1940s diversified into production of
stm'm; dyestutfs, vhich t4ll today form the group's
principal intcrests, In 1976 this house hed assets worth
Be 109,63 crores {Goyel, 19793 59), -

The Valchands are Jains from Gujarat, but settled
in Sholapur for a number of generations, The family moved
£ran nonoy-iending ond trade into industry after the first
wrld war, vhen Vglchand participoted in the congiruction
business, Velchands hod interests in shipping, engincering
and air lines aiso. Today the main ectivity of this house
ig choracterized by nanufacture of qutomobiles, umiwtakmg
of construction vorks ond production of machineries. .It
controls three large corporationg = The Premier Automobilo
Ltd,; The Hindustan Construction Co. Ltd,, and India Houase
Pipe Co, Ltd {Hoboru, 1970t 64}, In 1976, the group had
asgots worth 15, 129,42 crores (Goyal, 1979 57). Since
Unlchond died isgucless, the business has been taken over
by his threc step trothers, Lalchand, Ratanchend and
Gulabchand and thedr children, _

There are also six Harwort fanily firms that form
a part of this study. The Goenkas belong to the Harwari
commmity of Calcutta, Thelr traditional business was
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bonking, moncy-lending end treding, Badri Das Goenka and
his brothor, Horl Rem Goenka, ware Caloutta's leading
Marvori bonias, and brokers to British firms (Timberg, 19783
#3). Tho Hind Bank, lotked after by the two brothers was
the nain gpringboard from wvhere the growth of this firm

vas finmced, However, K,.P, Goenks, B.D, Goenka's son, is
regponoible for the achievements of this fonlly firm. He
vas & creditor to Duncan Brothers and tool cutripht cantrol
0f 4t In the 19508, How the group has diversificd Anto tea,
Jute, textile, bledes, carbon, bBlack, power cables, redios
(Kasbckar and Roy, 19821 40-47). The currcent assets of thig
group oro f3,183,03 crores, Thelr fanily trees con be
ropresented thust

Diagram 3
B-D.G0ENKA H- R .GoENKA
K- P.GOENKA
HARSH , S ANATEY  ARVInD SHEEE VAR dan

VARDHAN
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The fomder of the Bajaj industriol femily was
Jemenlal Bajads The Bajajh belong to the Harvarl bania
community and trace thelr origin to the Charu District in
Rajagthan, Their troditional occupation was merchandise
and trede, Jononlal Bajad hod two sons Kamal Heyan Bajads
born in 1915, and Rama Kishan Baja), born in 1923, Both
of thenm took on active part In thoe freedom struggle.
Kemal Hayam's son, Rahul Kumar Bajajs is nov the heed of
the Bajaj Auto empire, Shekhar, Rana Kishan's cldest
son, is alsc in the business, He is the chief axecutive of
Bajo) Electrioals (Thomas, 1980t 43-47), The total assots
of the Baja} group in 1976 was I, 101,51 crores (Goyal,
19791 57). |

The founder of the Jaipeias family £irm wos
ungtu Ran Jaipurin whio was born in 1904, The family belongs
to the Harvari banin comaunity. Their plase of arigin is
Havalgarh. He ond hie brothar B.L, Joipuria who was born
in 1929 became the chairman and monaging director of
Jaipuria Brothor reapestively (Noboru, 19703 34), The
fomily's traditionsl occupation was trading and ehroff
until Mungtu Ran bought the Swadeshi Cotten [14lls from
Sir Honwy Horscaon in 19456, Uith the rapldly growving dememd
for textiles, Swadeshi Cotton Iills acquired four other
Soxtile nills, two in Uttar Predesh ond one each in Udaipur
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and Pondicherry, Besides the toxtile nills, the Jaipurias
own two suger nills and two coal mines in Uttar Predesh.
Mungtu Rem Jaipuria was at one time convinced that he
could not produce an heir, and thus edopted one of his
brother!s H~day 014 son, S5ita Ram. Thirteen years later
Hungtu Ran fame&z?ad his only child Raja Ram, Vhen Mungtu
Ram retired from business in 1966, Sita Ram took over as
Chatirman of SCM gnd Raja Rem as its Managing Director
{Bobb, 1978 63) , |

The Dalmia=Saimt Jain family firm was founded by
Ramg Erishna Dalmia, a Jain bania from the Herward
commmity. Dalnia's genius in sanipulation of credit, and
treding in silver netted him his first fortune, Dalmia
gradually inducted his brother, Jai Payal, into the buainess
ond poon Shanti Prasad Jein, vho married Dalmia's daughter,
Rema, becamo hig third business assoclate, In 1932 Dalmia
set up & number 6£ sugar mills in Bihar, Soon thareafter
he entered the cement industry. The group becmme prominent
in the 1940s vhen Dalmia acquired well estadlished companies
fron the British, such as Gwm Brothers, wvith interests
ronging from chemicals to aviation, and Bermnett Coleman
Intustrics., He ralsed b three crores from the publie in
ghares for the Dalmia Jain Atrways (Grewal, 19801 27), The
Dalmia Sahu Jain Group then diversified into rayon, cigar,
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cenent, paper, vanaspati, chemicals ond spun pipe etc.
thile his empire wgs prowing, Dolmla also set about
expanding his fanily. Dalmia married six women vho bore |
him 2 number of children, At his death Dalmis was gurvived
by three vives and seventeen children. The rivelries
between the step children led to the disintegration of the
Dalmia fanily £irm (Grewal, 19803 28), The family tree cen
be reopresented thugs

Diegram &

JAIDAYAL R- K DAL— NARMaApA Duag- SARAS - ASHA DINESH
M1 A bevi WATH DEVI NANDIN |

| | : |

s. P.‘Jb;m-_— RAMA VIDYA OGunN MEERA"‘ ALKA VISHWA Jagum\
NaDHE  NidH Nipur NiIDwY

The Birlas are Maheswaris fros Piloni in
Rajasthan, The family migrated in 1960s to Bambay vhen
Shiv Harain Birla started o small &‘aamz and money-lending
tuginess, In the late 18905, his son Baldeodos opened a
tranch in Calcutta, Birla Bros, the first limited Company
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was set up in 1918, After the war the Birlas begen manue
focturing jute, cottom, sugar and publishing, ond in the
fortliesy diversified repidly into menufacture of textile
machinery, automobiles, bicycles, rayon, plastics, tea,

- vegotable oil, cenenty chonicals, and gugar. The Birls
group is the top-most fomily firm in Indis and nmaged to
rise to this position becouse it made. greater profits in
consumer goods, fingnce and commerce (Noboru, 19701 57).
The firm's total assets in 1978 totalled at i 1,171 crores
(Bobb, 1981 68), The Birla fanily is a very large one,
and 1s now headed by the 87-year old patriech ¢,D, Birla.
Thelr affingl relatives also have been incorporated to
extend family control over industry, The family tree can
be repregented thus

Diagrem 5
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The Shri Rafis are Agarwol Banlag who scttled down
in Delhi and acquired considercble real estate there. In
1889, the DCH was sot up as a Limited Company, by Copal Ral,
The Company now forms the nuclcous of the group and is the
largest ds.versi.ﬁ.a& company in Indie. Building upon the
foundations, laid by Gopal Ral, Lala Shri Ram, hin nephew,
ralsed an industrial empire which in 1978 had assots warth
3205 crores (Bobb, 1981 68), The group has nov diversi-
fied ond monufachwres textllos, paper, chenicols, vanaspati,
sugar, nachines, fens, engineerins snd more rocently, hag |
ventured into electronics mzking mini-computers and
colculators, Some of the family membeors in control of the
business are the following: | '

 Diagram 6
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The above aacnzmﬁ then, has elucidated some
nethodological issucs of this gtudy ond hog provided the
social background of the femily firms chosen for this

gtudy, I now turm to the analysis of the dynanics of the
foanily firm in Indin,

(A2 22



CONDITICNS COIDUCIVE FOR THE PERSISTENCE
OF FAMILY FIRMS

The chief concern in this chapter is to identify
the host of faotors - familial, legsl and organizational =
vhich are conducive for the persistence of the femily
firn and responsible for making 1t an iomportant unit of
business orpganization in Indila,

I shall £irst highlight hov familial and kinship
principles have contributed to the working of indugtrianl
enterprices in the Indisan context. After delineating these
principles, I shall se¢ how they are reflected in the
funetioning of the fanily firms,

In the traditional patrilineal extended femily
in Indin, o oon is essential for onc's social, ccononmic
and ritusl status, The son is scen as the principal up-
holder of the line. The mutual relationship between father
and sons rosts on the belief in the physical and psychice
firmortality of the father by the existonce of gons, By
having a son one could see one's duties performed and

- 55 -



56

unfinished tasks conpleted (Sontheimer, 19773 27), The
birth of a son is hailed in a business fanily because sons
are seon ap iaportant investments useful in continuing the
fomily business. Horeover in traditional fomilies, fonily
business is considered as a male prorogative. For example,
in thoe Shri Ran fomily the birth of Lala Shri Rem to the
youngest trother was & cause of great Jublliation to the
entire family since the two elder Irothers did not henré
nale iesues (Singh and Joshi, 19681 6). The presence of
sons 1g further re-inforced by 'the principle of smuccession
in the Indion familys | |

In g patrilinesl fenily system, family roperty
1o passed along the male line from father to son In the
Indian family business, the son inherits the business and
gucceeds his fLather, and s responsible for overseeing and
ezpanding the business, not becouse of his professionadl
competence, but because of his birth in that particuler
fomily. In 4956 vhen Shri Ram thought of retiring from
business, he placed the sceptre of DCM in the hends of hisg
cldest suwrviving son Bharat Ram (ibids 32),. Yith the
death of his father, at 18, Dalhla entered the corporate
vorld ond femily business of credit and trede (Grewal, 1980:
27). Vith the ﬂeath of Kasturbhal Lalbhai, his two sons
Siddharta ami Shrenilk came to the helm of affairs in
business (Tripathi, 1%8% 216)., Thus expension nf the fomily
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business requirce sons, Horeover the prevalence of more
S0Ng, gﬁ:ﬂn encourages the expansion of the firn, One
young Birla explainst "The sheer prossurc of mongy coming
in covery year 1o o enormous that wo must find somechare
to invegt it. There ore about 50 Birlas, younz and 0ld,
end every one of then mist be given g company or group of
companies to manage, if only to kecop hin out of trouble,®
(Dubashi, 1980t 10)

The soclelization of the child in tho Indian fomily
iz mainly in the hands of fanmily glders, Childwrearing in
the Indisn family assumed that children are incapable of
self-direction until a vYery late age, The pattern of
socialization was such that young men had little say in
important decision meking situstions such as carcer, nmarriage
and the like, This remained the pregerve of fomily
elderss This pattern was very conducive to the fenily firm,
The sons had no cholce as to their occupotions ut to enter
feaily business, and troining in business storted at an
early pge, UIhe f£amily's soclalization pattern aimed at
initioting the song by providing then with tho necessary
training that would be required, As G.D. Birla sayg in his
autoblography: "Thus vhen I concluded my so-called schooling,
I vas dirceted to Join the family business and at the age
of 121 took a plunge into 4t.? (Birls, 1953: xiv)
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Aditya Birla, vho is G,D. Birla's grondsen amdl eventual
successor, has vieus regarding his own son vhich conforn
to the above pattorn, Adltya Birla says of hio wons "Wes
he'1l join the business, he will beccne a Gh&wm
Accountant and recd managenent ot Harvard before coming
back heres, He is glready locking at eccounts during his
holidays,® (Singhvi, 19811 37) |

- A Hindu fomily 4o by tradition regorded as a
corporate entity, The identlity of the individuals is
submerged vithin the ‘kulg', the patrilineal oxtended
houochold, vhich is supposed to maintain continuity throuph
the presence of soma, Thig corpornte naturce or unity of
the family 1 very functional for businegs. fArvind
Kilochand, the head of one branch of the Kilachond fomily
having prominent buslnoss interegts in Bombay, says thot
fanily unity was very foportant for econonic reasons, sociagl
security and fanilinl tieg. He opinast “the oninute you
think of I, the disruption begins, In the joini fanily
we alvays think of we, not I.® (Mchia, 19728 10)

A family survives on an ethos of mutual trust,
tolerance and loyalty over time. This ecnables them to
function collectively in a business family. This 1s re-
inforced bty the fact that rclationshnips in a fanily are
characterized by outual rights and obligations towards one
another, According to the Chand trothers: "You can hive
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ability but not clways trust, So far oo giving digity
and poverg, outsiders should be egual. But we will have
groater confidence in family members and they will be
incide the working of tho compery.® (Cohen, 1974 213)

K.K. Chovdhiry describes peer relationships in a
large Indien family. According to her, "ihere is much
criticism of pach other at tho peer level but there is
aleo a high degres of tolerance which expericnce and
circungtance has tought.® (Chowdhry, 19663 136) Taus
peer relationships that develop in on oxtended fomily are
narked by a lack of competition and are functional for the
£irn, Trust ond tolérance between nembers enable the
brothers to function collectively as a team even though they
nay be having very different gtyles of nonagement due to
different per-onality traits, In fact, differing styles
noy counterbalance one another and mekte for grester
pfficiency.

In the initinl stages of the fumily firm vhen
outsiders were not required, Kasturbhal end his brothers
nade a peffecﬁ tean and supervised sll aspects of businesa,
Lithdrewn and non-interfering, Chimanbhal played the role
0f o titular head vho preferrcd 4o leave the actual
décwion-makina end implementation to his tvo younget
brotaers vho were more aglle and hard working, Kasturbhai
wvas oextrovert, dearing and aggressive., Narotiambhal was an



60

introvert and extremely meticulous, Kaesturbhal possessed
keen ingights in financial intricacies, vhile the younger
brothars' strength loy in marketinp and production field
(Tripathi, 19813 159). This tendency of team work among
Lrothers may be peen even in the other femily firms cuch
as the Hofatlals,
| The Indien family is patriarchisl in nature vhere
euthority is vested on the basis of age and sex., [Milton
Stnger sayst
Controlling authority in the Indian Joint
fanily resides in the fanmily head or nansger,
usually the fother or the cldest nale, He
nakes all the major decisions on all important
queations including the disposition of joint -
femily property. nerally he ia expected to
consult family oembers, but hig decislons are

fupposed to be binding on all cnce made,
Singer, 19683 440)

Singer then sees a structural parallelism between authority
structures in the family and in the firm, He sayss

The relationship of the menager of a Joint
fanily to the coparceners and othar fomily
nembers is analegous to the relationship of
the nanaging director of g Company to its
board of directors or stock holders., In
gach case there 18 a separation of ownership
from controls The ¢ontrolling authority does
not necessarily own a major portion of the
shares but has the major respongibility for
naking najor policy decisions,...vith due
consultation, (Singer, 19883 440)

there tho authority line is clearly denarcated in
the family, it 1s easily carriced over for the functioning
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of the firm, One can discern the authority line in the Bajad
funily, Rghul Kumer Bajaj, the Chairman and the Hemaging
Director of the Bajad auto empire is the eldest grande
gon of Jananlal Bajay. He is elso the eldest in his
- generation, Bajn) regards his late father Kamgl Nayan
as his only mentor. He also has conglderpble authority
over his ¢ousin, Chendrashekhar, vho is his ghoshals son
and rung Bajaj Eleotricals, Comnenting on the sharing of
business responsibilities with fonily members, he
Bay 88

Robody hag snything to do vith Baja) auto

besides me, I vill not tolerate any

interference becsuse 1T is not good for

the Company, We will not interfere in _

each other's business, Shekhar runs Bajad

Eleotricals, I wvon't interfere, But &

he comes to us for advice (he has to come

to us) ve give 1t to him, I1f he doosn't

it's gll rignt. Then in a rare situntion

of some deciglona taking the company to

the dogs we'll certainly tell him not to

do its If he still doesn't bdelieve, he'll

be out of Job, This is o nationanl agset,

ve can't mate a neag of it, If it's your

privote wealth, yeos you can throw it in the

sea 12 you want. (Thomas, 1980t 47)

. Various points can be inferred from this statement,

Rahul Bajad is very authoritarian for, though he will
brook no nonsense from hig cousin, he is fiercely
individualistic sbout his cwn concern~manufacturing
scooters. Secondly, Shekhar being the younger hrotier's

son, 18 given only restricted sutonomy to run hic firm,
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Rehul 1s assertive that Chandrashekhar has to come for
advice to the fanily itself, Therc are also sanctions
mméed by family members 1f this authority principle is
violated,

In tho Rasturbthel fanily, Kasturbhal Lalthol was
recagnizéﬁ as the sonicr mogt menber end had authority over
his cousin Chimubhai, his ghachg's son, vho displayed a
decp deference for Kasturbhal and took hils orders in all
seriousness (Iripathi, 1981 80)., In the Murty fomily
to0, thare vas an wnguegtioning acceptance of eldarts
authority sanctioned by age and long experience in business,
E.F, thaty gtates: PIf we disagree, the younger vill
accopt the older's advice. Since eanch of the elders are
vorking and have greater expértmsa their vicws usually
prevall,® (Cohen, 19748 143)

~ Another important agpect of the authority structure

in the Indian fomily is the transference of authority from
father to the cldest surviving son, %his is o natural
phencmenon and is facilitated by the concept of Ashramsa
vhere each man moves from one jAshranm into another with

tho passage of time;, Thus when the father becones old,

his elder son groduslly tokes over the charge and control

of the house from the father, replacing him s0 to sgy in
the cycle of life. This smooth transference of suthority
also takes place with reference to busineas, The Lather
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greduclly tranofors the burden of the business O the son
wnos 4n course of time; assumes responsibility for the
nanngenent of the houschold income and businesse Almost
in all our casos there ocourred a smooth transference

of mathority. A, Birla says of his father B.K, Birlas

iy faother hod the coutage to delegate suthority to ne,
Another person nmight have fed, guided ond panpored na, but
that nay I would have learnt nothing.® (Botd, 1981 63)

| 1% is ioportant to remember that though a father
nay tronsfeor cuthordty in the business spheare to his sons
ond prandeons, ncvertheless because of his experionce, his
odvico io constantly sought fors Thus in businessg familioes,
experience becomes an important wim.m togothes vith
age and gex for dctermining authority. R.K, Gupts, writos
on G.D, Birla's iife after retirement: "Babuji kept
pergonal toudh wvith overy nomber of the family, He ecnquires
obout them about their activities snd welfarc ond gives
then advice and puidance not only on busginess affoirs but
also on houschold end health matters.® (Commemoration
Volune Comnittes, 19775 #2) Jay Dubaghi points out that
thourh G.D. Birla has taken to religious contenplotion,
thare is no evidence that he has totolly vithdrawn from his
vast aupire (Dubashi, 1980% 7) Thourh Sari Ren hod honded
over tho running of DGQI to hio gons, he provided them with
nev ideas such as parsunding them to drow up a five year
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plan of development for DCM (Singh ond Joshi, 19681
131 ;

Since ol the sono have an equal share in the
property vith the father in the Hindu family, Karve points
out, for the avoidance of rivalry between brothers, status
io confarred on the ¢ldest som, vho becomes the kgrig, or
nanager of joint family affeirs (Karve, 1965¢ 62). He has
tho controlling volce in the fanmily end performs all
religious and fomilial rites, Kasturbhai was the karts in
hio fanily, and tho inmportance of his role as a kaptg was
recognized oven in the btusiness ophare. He promoted
variocus companies to benefit his sisters' fomilies
(2ripathi, 198% 156)s

Bug 11 will be wong to assume that tho suthority
gtructure in tho Indian family 15 over-centrslized in the
cldest nale. Ir gotuality, the mthority is diffupcd ond
taerc 18 o great deal of consultativcness built into it, -
is 1s speclally helpful in decislon naking and cow
ovdingtion in btusiness, Theare ore mmercus exanples from
our gtudies to support this point. In the lurty Group,
docelolons were boged on congensus ond a ressonable exercise
of outhority cnhanced the respect for elders {Cohen, 19743
$5). The Chond Brothers clso met once o weds £o dlscuss
policy issucs collectively. This vns mainly done so that
docisions were binding on the entire group (Cohen, 19743 205).
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In the Birla fanily too, there are no formal mpetings

though discussions frequently pertain ¢o business (Bobb,
19831 72), Arvind Kilachond sayss “the inpreosion that the
eldest nenbar of the £aaily dictates and controls and always
has his ovm vy 45 not Wrue,...He has o nate the naximum
concossions to palntedn unity in tho fonily..." and ho went
on to tallk about his brothors: ©All our decisions sxre
joint, like o healthy functioning cabinet, The house is
aloo run jointly.” {Hehta, 1973t 10) |

The family systen in Indin also functicns as @
sociel security wnit. If one menber of the Samily Prospersy
oll con ghare in the prosperity and if£ one neober {5 in
trouble, his probleng can be absorbed by dll other fanily
nmbers, Ragturbhat Lalbhal belicved firmly that even if a
person did not work, the rest of the family had a duty
tovards hin and he had o claim over the fanily (Tripathi,
1931 156). Arvind Kilathend alop stateds *In o Joint
Leoily oven o poroon with leaser tolents in toleratodsess
He ic not thrown to the wolves,® (lichta, 19738 10) In
HFL, Chinmmayan Bononl vas incompetent and inefficlent, The
f£anily vas protective of hin, but unvilling to sacrifice
tho inteorests of the conpany by oaliing hin on executive,
Aficr uwnsucceszfully going through the company's monagenent
training programme twice, Chimmeya was set to work as a
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helper 4n the industrial pases Giviglon vith the hope that
by leorning from scratch he would perfornm better (Cohon,
1978 57). |

~ The Mitdichara Lav of Inheritonce of the Hindu
Lonily facilitated the accumulation of capital for
 industrial enterprises. It ig operotive in all of
the comtry encept Bengal end Assm, thero tae Doyobhoga
Lay of Inheritaneco mrevails, Thio law is followed emong
- the Horvari ond Gujsratl business fomilics and has the
folloving charactéristicst {a) A son hos the right to the
owmerghip of property vested in hin from the time of hisg
birth, Thus even a :eather end his wmgrricd sons are
oufficiont to constitute a coparcenery, NMembership of
the coparcenery is asquired by legitinate birth or volid
cdepttaﬁg (b) A nan has ownership of self-carncd property
but ig a part-owmner in the encestral proporty, vhere he
hed no rights of disposal since it is Jointly owned by o
non and his descendants; and (o) Partition of the property
could be deuended any time by tho co-cherers, though ot
best, 1t should be demanded after the death of the Lather,
The Hiteltshara lew, thus favowrs tho retention of capital
vithin the fanily to be used by the family, becmso the
coparcenery strpsses collectivity, unlike the Doyothogs
lov vhare partition of property takes place aftoer the
death of tho father and he can dispose off tho property in
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ony namer he likes,

Kerve sums up the comsequences of tha two laws by
saying them in the Dayebhaga, vhero the father wvas the sole
owncr of tho property until the death, it could have led
to an absolute rule, thereas in the Hitdichara, the
fanily remained together and joint becomse proporty was
jointly hcld by oll nembers (Korve, 19658 344), The
iltaksharn lav then fovours existenco of a business
fanily, Joint control of capitol has led to joint investe
nents in various entarprises, The joint holding of capital
also facilitates the holding of more industries in one
nome. Froo the caman pool, capital can fmnediotely be
utilized when wgently required,

Kinehip relationshlps provide a potential resource
vhich can be utilized for the grovth of the firm, especially
to obtain finmeing ond recruiting new parsomncl, Thus
Agervala sayat

I knov more than ten famous examples vhere
brothers in lay have combined their wealth
to contral more industries, and they livo
oo if thoy belong to one single family. For
exanple,; Dalmia Sshu Jain, JatansBajorin,
Benpur~-Somani, Poddar-fhaiten ote, To
comnand larger capital and to control reater
nunber of industries, thegse fanilles have been
interrelated through norrieges and are moving
?@fgré% %ﬂmgrity of kindreds., (Agarwala,
51 _
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Cur studiocs indicate that affinal relations are
useful for fomily firm in a variecty of ways. In the
Kasturbhai Lolbhai case, his cancern for members of his
extonded family wvos o primary force bchind the egtsblishe
nont of nmary firmo. These mills -« The Nuten, the Aruna and
the Ahmedabad Now Cotton ~ were floated to provide
gainful employment to hig sisters' sons vho were futharless /
(Tripathi, 1981 1966), ‘The role of affinal rclationships
becones more cvident vhen they are used to resolve arists
situationg. In he 19608, when Dalnmia hod to pay up a debt
of rupees two crores to the Governnent or faco imprisonnent,
his gon-inwlev helped hinm by providing hin the money in
exchonge of Dalniag tw biggest enterprises - Benotd
Colemon end Rohtas Indugtries. The sale was conditional and
Jain wos to hand back these counpanics vhen Dalmia returned
the money (Hitra, 1980: 113). \hen Kasturbhal's Lather
died, leaving behind his young sas to take over the
buginess, Kasturbial and his brother turned to their brother.
in~lov, Chandulal Zaveri, vho helped then in menaging the
business (Tripathi, 1981 55),

The above account thus shows how Lamiliol prine
c1plos and relationships ore actively utilized by industrigl
fanilies In such a pamer as to facilitate the successful
nonagenent of the family firns, |



It is interesting to note that apart from kinship
principles which have contributed to the organizing and
functioning of tho family firm, tho fiscel and company lavo
have not poged any major obstrmictions in its way end theorebly
havo cantributed to the sustenence of the fanily firm In
Indiac., This scctlon discusses how lepal factors end the
organizationnl structure of the £irm gllows for the hold
of the fmily ovor enterprises,

Taliing up the organizational structwre firgt, w
find that until cbout ten years back, the monaging agency
syaten was the nost wedommt unit of buginess organi-
zotion in India, Under this system one or several
oomponies, though legally indepemdent, were controlled bty
‘a single £irm vhich was one family, If fenilies hod
considarable wealth they also had shares in the company.
The naonaging sgency systen was nothing but the adaptation
of tho fomily systen to industriol monagement, The
business monagement structure was coterminous with the
foanily nanggenent strusture, thus commercial families found
it eaay to adopt the gystem for indusixial onterprises as |
it entalled 1ittle chonpe in nmonagerial attitudes ond
practices (Iripathl, 1984 152). Helen Lamb also points
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out hov a fanily constitubing the managing agency can
rotain tight control over public corporations (Lamb, 1976at
 442), Do best exomple of the managing agency systen was
found in the Lalbthal fanily whore the Kasturbhal family
constituted n scparate monaging agency for each nevw
conpany since he wanted to involve all the Lamily membeors
into businoss (Tripatht, 19788 70).

The nenaging agency system however wos sbolished
vido the Companies Anendment Act of 1970, becouse it
encouraged ooncentration of the hold over industry only in
a fov business famflies. It has been observed that many
of the admitted evils of tho menaging ageney syoten rosuld
from it being heritable, which resulted in tight cantrol
and technical and managerial incfficlency. The act thus
stated that no agwémnﬁ could provide for the managing
agency being heritable or devisable by wAll (Gnosh, 1979
873). o

Even though the managing agency has been amuaheﬁ.
o still find the concept of tho holding company important
in fanmily Clrms todawy. In the Godre) family, Godre) and
Boyce Private Linited hod interest in o number of subsie
diarics such as Godred Soaps Ltd,, Godre) Investment Pyt
Ltd ote (Kaul and Venkataramen, 1981t 43), The Duncan
Brothers ond Co, Ltd is the holding company of the
Goenlta family (EKasbekar and Roy, 19823 40). In the
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Jaipuria family, the promoter company had 303 chares in
setting up Sundeshi Polytex Ltd (Bobd, 1978t 69). The
notion of the holding conpany atems from inter-corporate
inveatments vhich 4is rogarded as sn esgentiol part of
corporate growih,. To avoid income tax, the rich inmpersonallize
their share-holdings through the creition of compani.es.
Compenies have perpetusl existence, are legally independent
of their mambers, tax liabilitiecs on thes are low and they
can accurmulate reserve, fThus investments for glant companies
come increasingly from these companies since individuals
have 1ittle personal wealth, Thus companieg treed other
companies or align with ezoh other and breed further
(Hozari, 19663 366), Tnig system encourages industrial
expansion under ong family, | |
Religious trusts have played a very important role
in reinforcing £anily control over industry., In the Tata,
Birlo, Singhania and Mafatlel groups trusts play o key role
in holding conirolling dblocks of shares. Tabe
Noboru points out that trusts are important umits of
capital because "as beneficiary orgmizations, the non=
profit trusts are exempt from the Company Law, thus making
it possible for then to nake loans to compmnies owned by
thelr fomily members without mach restrictions." (NHoburu,
1970t 34) Horeover, the creation of trusts is a comon
and significant technique of keeping personal fortunes
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frec of taxss on income and at the same time having the
controlling investnents.

The iatorlocking of directorships io another
procedure vhich facilitates tipght control of the enter=
pricos under onc family, In the Godrej family, B,P,
Godred, managing director of Godre] soaops 1o also direotor
of Godrcj and Boyce. His brotacr NP, Godre) is
dircetor of Godre) & Boyeo and dircetor of Gedred Soads
(Raul ond Venkataroman, 12814 41). |

Fenilia) representation on the Board of Direotors
1o yot another device o control ond gaide the mromoted
companics. Egtablished entrepmrencurial families such as
Dirlas may not insist upon plocement of fomily nambers on
the board, since their interests con be guarded by their
immi.nees, rglativas and assosiates, Shoroa finds single
£onily ropresentation on the Board of established industrial
fanilies, though he notes changes coming about due to
inplatence from financiol ingtitutions on brood-basing
(Sherma, 19801 224).

Apart from the firn's organization, certein
nenagerial styles alco reflect the importance of Lemily,
end kinship in the functioning of fanily firms,

The trofitional occupations of fanily firms in
owr gtudy has been banking, money-lending, trade ond cormercs,
The nonagerlal styles of industriasl fonilies reficet a
continuity with personcl supervision of business affairs
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vhich was go charactoriestic of traditional business prece
ticos. This mamagerisl style was useful in congolidating
the business at best in the early stages, since indusirial
enterprises were expanded by utilizing personal liin

ties, | ‘

D, Tripathi Kosturbhai's blographer says how
Kagturbhatl inherited £rém his father tho vas in the bemking
business, a managerml&tyie Q:ich gla;:ed o great preniun
on persenal supervision of business, like that in o
'podhi?, Thus Kasturbhot belleved that to be wellenanaged
on undertaking has to de under his Qez*aanal supervision
(Tripathi, 1981 211). He woa thus not affected by proe
fosslonalisn and renained the central end dominant figure
in the management of his undertalsings (Tripathi, 19815 211=12),

~ Tripathi aleo notes that most Ahmedabad industrislists
hed been uged to nanege thetr monay-lending and troading
operations £ron their 'gaddis’ or seats and re-adapted this
comeb‘t fc:; nonaging their industrinl undertakings
(iripathi, 1981 211=12).

Fepily firms in India sro lerpely nepotistic
and utilize fonily connections rother than wofesgionals
for nanagerial coniyol. The Dirla managonent is still
largely patelorchgl. There 45 g Dirla or his in
control of every conpany (Hiohen Ram, 19803 54). Tho same
tendoney was evident in the three large family £irma
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ptudied by Cohen, G H, Murty stated "mesbera of the
trmediate fomily have to be trained to take positicns....
1 assume & fonily nember is good material or must be
trained to be.? (Cohen, 19743 156) This was corroborated
by tho Chond Brothers sho stated: UAll fanily members
get £irgt chonce at fraining, after all, the business 1is
for the family,? (Cohen, 19741 213)

Femilics have such a tight control over their
enterprises, both finencial end managerisl, that they have
cdoted an crcessively centrolized style of management in
the f£irm, at the cost of outsiders. In the Godrej fomily
oll decisions are taken at the owner level and performance
appraisal 19 very subjective (Kaul and Venkatarenon, 198%
40), One executive said that apert from all the major
docinions on investmenta policy ete., even day to day
oncrations gre controlled bty family nembers (Keudl and
Vankataramon, 984 55), The Mafatlals too supervised tho
day to day nanagement of their companies ond refused to
dolegato responsibility to seniors (Business India, 1979%
330 |

70 comter the over-centralization of suthority
in theaselves and keep profescionals satisflied, the families
folloy a policy of paterrialism towards its employeca. In
the Gad;'ed fanily 25% of their turnover goes for euployee
remmerations and benefite., Lola Shri Rem provided far
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workers' participation in nonaggenent by having enployec-
dircctor on the DGI bogrd. His basic intention wos to..
noko o long-tarn settlement with his employees and to
declore a moratoriun on striltes and lock outs (Singh end
Joehl, 1988t 57), Chawdnri and Burnen found in thelr study
of a Horvari fanily f£imm that the manogenent style wmas
confined within limits of exploitative-authoritative and
benevolent-guthoritative continuum inclined more towards
the forner (Chowdari and Burmen, 19318 120),

Another aspect of this paternalistic style 1s the
nganer in vhich the Laniily head takes all the aructial
decisions, and hends them down to the other family necobers,
[41ton Singer cites the exanple of a founding father who
vas a pevere disciplinarien and lald down certain rales
wilch vere an odoptation of traditional Jjoint family practices
to industricl life, These were:(a) Ho member of the Camily
ghould have property of his own or outside investmonts;

(b) A11 profits ghould be reinvested in businessy (¢) Sheres
in the business should be held only by male descendants; and
(a) A member's financial trensactions should be known to
others (Singer, 1968t 441), Kosturbhol Lalbhai took the
nojor decisions in the business, His cousins hod to
approach hin before launching a new enterprisc. Vhon his
couoin Chinubhal approached him with the 1dea of gotiing
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up a starch factory Kasturbhat chided him for approaching
him wvith a proposal without studying the problem intene
sively (Tripathl; 1981 80),

Lastly, having fanily members in the £irm is
edvantageous, because they keep information gbout the £irm
and its operations secret. Unc executive of Godre) and
Boyee saids I have hardly witnessed or even hedrd major
decisions being discussed,® (Koul and Vonkatareman, 10813
55) Fanlly conirol over buginess also helps in kecping
information about the tax evasion mractices of the fanlly
o closely guarded scereot,

| Ye have thus for seen how familial end kinship
principles are even reflected in the managerial styles
adopted by family firms,

The wide ranifications of family and kinship ties
for operation md control of verious industries, mokes it
dixgicult for the Government to actually define the size.of
o business house, The Covernment defines a business
house as a group of inter-connected undertaktings, This
difficulty origes because the business houses do not
voluntorily regloter all the companies with the N
1% hes been stated that the Birla companies are difficult
to identify. Officially they nunber fewer then eighty, but
the real number should be two and a helf times of that, As
anti-nonopoly laws began toking effoct soveral groups of
Birla companies coerged in placo of one (Mohan Ram, 1980 53).
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Aport from identifying the numdber of companies undar a
business house, it s also very difficult to judge the
extent of real ownerghip these fomilies have in thelr |
conpmices, In moot of thelr conpenies, the Biria ownership
of cquity is under 45%, but there is no doubt sho 1s
actually in contrcl (Mohen Ram, 19801 54). Hozardi points
out that 1t is difficuit to fidentify some conmnoniesg becange
they oro suparficially owned and controlled by noninscs,
cithar relatives, executives and professional conmiltents
vho are loyal to the industricl fanily,vhio derive social
gecurity bencfits for londing their namos to the property
of the bencficiol ovmers (Hozari, 19663 4-7), Timberg
chows howv Birlos formed assoclated firme with thelr kin
and commmity mombers. These include G.D. Kothari, the
Khottan, and Emorias m& are their in-laws and political
aagociates, Thore are also sllionces with the Saboos
ond flendelins tho sre their top executives (Timberg,
1978t 82), Their other affinal relatives Somants,
Hantris, Dogns, Tiranis and Newars are also gusrding the
interests of the Birla houge (Burmon, 19501 99), Thus
familial and kinghip factors thich are utilized by
industrisl familics moké Lt very difficult to identify o
buginess house.

Ve ohall discuss now briefly how laws cnable
Lonily control over industry. campwy J.awa o o] mengm‘mm
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fanily control over industry., The composition of the board
of dircotors should tell us hov mmy can be recruited from
one fanily, but according to coapany law there ia no rege
triction with rogard to the appointzent of dircctors who
are rclated to each other, provided the ninimm nunber of
directors, or naximm numbor of directors ag required by
the compeny law are complied wvith. Howover certain reoe
trictions have beon placed by the company law which states
that a person can hold the position of a non director
only in two companies including a private company (CGhosh,
19791 849), The menaging director can hold office for a
pariod of five years, thouch he ip eligiblo for re-gppointment
as nenaging dircctor, sublect to the approval of directarag
shareholders and the '%vmmt, as the case ooy bo iiﬁxoﬁ;,
1979 851). A porson can hold the office of dircetor in not
moro then twenty companies, |

The company larr then 45 silent on the incorporation
of kin, Thus, os the fanily firm expends, there 1o an
incentive to open nore axd nmore firms that are nominglly run
by rclativess Thus though dg faoto these firms are controlled
only by a saall number of men, 4g Jure the monaging directors
or directors ore wife, slgter, lrothereinelsvy, uncle,
nephew ete. Thus for the expansion and prosperity of
business, fanily vill search for a plisble, cven a ninth
domree relative to mroxy for then on the boord of dircetors
of other conpanies, ,

»i STy
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At this Juncture it is aruclel to mention here
that while on the one hand the laws meke for the extension
of family and kin network over Ms@y. at the some time
they also make the family firm wvulnergble to breckdown.
"hay are formilated on the basis of m!.msaliatw writeria
aomrdmg to vhich firms have to owate. and are shaped
to favour individuala irrespective of whether thoy balong
to a particular fanily. Thus it 1o only on the basis of an
understonding asmong family members that they con all work
together and exploit the legal and seculor apperatus to
further the 'mterésts ‘o‘i the fomlly firm, If however an
individual vants to sot autonomously and meke indopendent
declolong as a nmanaging director, he receives full support
fron the lav hich has vested hin with such powers, then
this happens the entire structure of the family f£irm can
be shaken to 1ts roots, as we.w.ilt see: in the case of the
Hafatlals end the Jalpurias, |

Certaln secular lawvs such gs the Income Tax lav
algo faovowr the nanagement of industrial enterprises ty
one fomily, The family holds a privileged position with
regpect to income tax as compared to on mé,i.viduai tax
payer (Gulati and Gulati, 1962). This arrangement helps
large scale tax evasion as the Vivien Bose Report on the
nalpractices of the Dalmia=-Sghu joint enterprises brings
outs Hazari points eﬁt how public ¢companies wire squoazed
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of their capital in order to poy large amount of income
tax-frae moncy for fictitious services to the fmily
meobors itsclf (Hozari, 19635 679).

D, Agervela hao pointad out that the new laws
~ of income tax, cstate duty, ebolition of the managing
agency vhich are heralded ea progressive meamures moking
for eguolity will bregk the jJoint fomily ingtitution
(Agarwvala, 19551 5). But owr study of business families
cghows that though in grinciple these laws are progressive,
yot in practice, they are anmenable t0 menipulation and
thereby encourage the prastice of bringing in various relatives
ouch as daughtors ond their husbands on the board of
directors ge that tax deductions against eath in the forn of
expenge accounts etc can be made. The laws tharefore
encourage the participation of family members in business
affairg,

Thus by studying the mamer in which familinl,
organizational and lepgal fastors have contributed to the
parsigtence of the fanily fLirm, it 1s evident that in
practice thare exists a tiarked congruence betveen family
and industrisl organization in India,

LA LR 2



CHAPTER IV

ADAPTATIONS OF THE FAMILY FIRMS 10 THE
CHANGING MILIEU

The preceding chapter has indicated the factors
thich are conducive for fanily business in India, Hoverw
theless it should not be assumed that this co-cxistence
of fanily and buciness is always o swooth one, FHajor
difficulties may beset business fanilieg srising fLrom
intermal failures ond external pressures, nocessitating
the fanily firms to moke severel adjustments end edspte-
tiong in the process of thelr continusnce. At first, I
saall identify tho odaptive strategies employed to cope with
internol fallures vithin the family. HNext I ghall deal with
those adaptive gtrategles directed at coping vith mressures
enanating from the growth end expansion of the £irn and a
changing busincos environment, |

The family firm 1o such a flextdblo institution
that 1t can overcome. eventualitics by omploying cortain
ofleptive strategles. Some of these adaptive strategles wore
tenporary solutions and created new tensions over o period of
tinme,
-81 -



B2

M absenco of song in on indugtrial fonily can
have dire congequencos for the firm's futurc gnd 50 fomily
firno regpond in a varietly of ways to acguire heirs to
carry on the business. The mogt common practice ig the
incorporation of the son~inelaw, o practice vhich has become
institutionalized in tho Indian fomily. In the absonte of
sons Dalnia oncorporated hils son-inelavw and made hin his
businegs assoclatos, Daolmla writest "Shantl Prasad, ny
gon=-in-les, hns been with ma since the beginning of my
induotrinl career, Shanti Prased has been more of a son to
OCs o« There wag o tine vhen he along vith my brother were
oy left and right honds,® (Daloda, 19623 8)

| | A second adaptive strategy wag re-narrying in order
to beget sonse RJK, Dalmia thus married sin women in order
to beget sons, vho would manage his industrial &néireq‘
Dalmip 4s survived today by thres wives and 17 children.
Seching recourne to several marriages has areated soveral
probleng in its trall. There i hostility among the chlldren
of differemt mothers. In order to reduce tansions omong
hls step cong, Dalmia segrepnted the three fanillics who
1lived in separate residences. The children wemt to
seperato schools cnd avolded soveisl contaet with each othor,
Vichun [1idhi, his son, sayss "He hod different ways of
doaling vith us, I think 1t was a policy of divide and
rule,® (Grewnl, 19803 28) This adaptation had grave
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congequences vhen the sons grew up for they could not ran
the businesgs tosother.

Adoption ig tht third etrategy used to obtain
heirs for the businegs. In the Jalpuris £a0ily, Hungtu
Ran adopted hig nophew, Sita Ram, but thirteen years later
nattero becone complicated with the birth of a real son to
mmgts Rame

The exiotence of inctmpetent and unmotivated sons
in fomily firms often calls for adaptotions. In this
case, cons or younger Wrothers, wio are more coopotent,
nay be adked to taie over the Lamily businegs. Thoush G.D,
Birla vas the fird son, he becaoe the head of the busineas
becomse his oldcay bro&m*a were congervative md religious
(Commenoration Volune Committes, 19778 94). In the
Kapturbhal fanily, since Chinanthel hod 1imited Insights
into businens, Kogtwrdhol's wvidoved mother persusded hinm
to toke over the pomagement of the firms, He then agoumed
the pogition of the chicf decisionsmaker in the Lomily, and
in o1l future cxpansions he played a decive role in the
fanily firm, Dveryons, including his brotaer, vho renained
tho fornal head of the family recopgnized his superiority
(Tripothi, 1931 155), Shri Ram famdly was ot anc tioe
headed by Hodlon Mohan Lal, the brother of tho foundor Gopal
Rad, llofean Hohon Lal was incompetent in handling busineas,
and tho affairs of DC1 goon begen o detarlorate vaen ho
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took over. He hod no faith in Shvi Ram whowas qivenin adeption.
When the lagter took over the mensgement, he vas 60
successful that ho soon reduccd his father to a fipwchead
and boeame the dg fagko secrotary of the DCM (Singh end
Joshi, 1968s 37). In the National Products Ltd., Satpal
Bongal salds "o consider it o iazxny rogpongibility to
gettlo eact; one, but in a cmall private company not in a
public Ltd onec.™ Chinmaya was thus not made an executive
but was get to mrkasahalpermthem&uéﬂ*ialmm
div&éim (Cohen, 19748 57). Thus there certein family
mcznber's are incompetent, the fonily though protective of
thom, novertholess recognizes competence of other sons who
talie charge of the management of the firm,
Tne untinely death of male head of the faily,
1eavmgbl§?i§ar sons ¢an have dire consequences for the |
family business, In Kasturbhal Lalbthai's fomily Lalbhal
died leaving the family business m.tmut‘ lopdersaip. The
Lanily adapted to this situation by sacrificing the
education of the son, for the sgke of the fanily business
(Tripathi, .1%13 50«51). In such situations, it is the
patornal uncle tho would teke care of the fanily firnm, btut
this did not happen since the bortherd hed perted
acrinonously.

| Inter-generational differences betweon ncobors

of a fapily osn create strains in the fonily busincas. In
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two firms studial by Cohan, these wero resolved by the
coping mochenign of the link-pin, In the Farty group,

E,F, Turty was the effective link betwoen the younger and
older membars of the family, He was the eldest in his
geaeration and vhen the youngsters walted to get a decision
fron tho clders they utilized E,F, Mty to present their
case, Similarly the clders' ldeas were realyed

downwards through hin (Cohen, 19743 74).

Family £irms have had to meke major adaptations in
order to persist end expand. Thene adaptations have been
nocessitated by the policy of ropid industricl development
pursucd by the Governuent of India, The Governnont and
verious financicl institutions by encouraging investments
in indugtrics, provided capital for growth and exponsion of
gamily girms, As 4o often commteﬁ,ll"tgg older generation
compated in a vorld of freer comerce, buying ;. selling or
manufac'cwhg m more linmited markets, with a rdlatively
groater 2reedon of enterprisce, the now generation must cope
vith greater competition, more restrictions, tighter control,
fagt changing technologles and shove all rapid covement,
Miag vier is also widely held among some business Journalists
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and analyste (Bobdb, 1981 69),

The axponaion of the firm nccessitates the Lamily
to relinquigh its financlal control over the firm. Buginess
fopdlles can hordly meet all the financial requircments of
their heavy industries ma.cm call for long=tern investoents
in lorge anounts, Thus financial control is relinquished
and relimece &s ploced on banks and other f£inancial
inotitutions for capital, Nevertheless, fomily members eare
able to retain an operational control over their £4rms,

Tho older gencration such as Kagturbhai Lalbhal and K,P,
Coenka coming from families of traders amd bankers, had an
escentinlly conscrvative approach ¢o financial natters,
Rasturbhai's emphasis was on moderate dividends, high
rosarves, ploughing back profit and increasing the capital
of his compmies through issue of right and bomus ghares
(Tripathi, 1989 21),

Tho ralinquichment of financial control is begt
illustrated by the Goenka example, vhich is o ropidly |
expanding group. In K,P, Goenka's time, emphasio wag on
internally generated resources, and large scole borrowings
fron banks was a taboo, - Pmﬂgs as the econonic climats
changed, tho fanily gradually began to realize the need for
f£inances £from public institutions, " R,P, Goenha, K.P,
Goenka’ 8 eldest son, sayss YIn larpge measum I have carried
on my Laothcr's financial canservatiash “However he has now
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aoen tho advéntagea of high financial gearing for quicker

. grovwth,
say o8

(Kasbeker and Roy, 1982t 47) One of thelr managers

Today most of our projects are being token

up by the joint sector with one or another
state industriel corporation, Thus not

only are we ghar! o risk, we are reducing
our finmeial commitment, vhile the government
orgonization spearheads the movea for llcensing,
clearonce and loans. Yot the menaging dirsotae
is owr nominee, So we maintain monagerial
riogg?e%ﬂ?i tae nevr venture, (Kasbekar and Roy,
082t 4

lost of the noy projects storted by the Goenkas

are of this nature, Wiltech Indig Ltd,, for exaaple, is
a Joint venturc botween Asion Cebles (owned by the Goenkas)
and tho Karnatalia State Industrial Developnent Corporation,
Thus nmagerial contral remaing with the Goenkns though
thay are in a minority position in shorcholding,

In the Jolpuria family firm the Swadeshi Polytex

was sot up vith tho help of finoncinl institutions such
as the IDBI tho cven put forvard certain restrictive
clauses for the Company's operationsg. Despite this, the
-running of the Company was in the hands of Sita Ran, vho
" was appointed nenaging director of SPL for a period of
- £ivo years (Bobdb, 19781 69). Thus expansion of the firm
-necessitatas tho r‘ei_tmuisnmmt of financlial control but
operational control ia still very much in the hands of the
family firns. Thus Lanlly control over industry has only
got modificd but not wediencd,
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There o an increasing trend towards professoionali-
zation in famlly f£irms today, The incorporation of proe
fensionals has become imperative in family firms becsuse
(a) the sheer size of the company meang that there would
not be enough fanily members to perform all the tadiss
(b) the need for expertise and specializetion of tadgis
incroases as the £irm grows; and (c¢) expansion involves
the £irm in credit relationships with banks snd finmoligl
ingtitutionsg,’

Uith tho esptablishnent of the Arvind [i{lls, the
textile complex had grown too big to be managed by a
gimplistic organization. Kasturbhal Lalbhatl then brought
in o nmumber of professionsl talents such as B.K. Mazumdar
ond Chandra Praved Desat (Tripathi, 1981 159). Bobb
reports that in the ropldly expanding Modl group, great
regponsibility was heing vested to professional nanagers.
The Hodi corporations have expanded so fast that there are
not On an aveérage six scnior nenagers reporting to cach
family nember at the top levels, as aeéipax'ed to one manager
a fou years ogo. "o are now taking nenagers and putting
them in charge of enterprises, a role that was originally
being done by one of the f£anily®, says K.K. Hodl, the
oldest son of tho Modi group (Bobb, 1984s 72). Bven in
recruliting professicnals, the Birla fomlly fLirm mrofers
digtant relations or caste men, Thelr top executives are



89

tho Seboos and the Mandclias, also from the Harvari community.
The Birla fanily has o paternalistic style of management

and there is a Birla or hig kinsmen in control of every
company. Gradually, however, more professionslism is being
injocted intoc management,

Dr Dhorat Ran sees the process of the incorporation
of prefessiondls os g 4iffaicult one for fanily cotirolled
businassy YIL {the business empands there and therc are
not cnough family members and you fail to reslise that you
have to protect your investnent by getting nanagors from
outside: , there vill be problems.® (Botb, 19814 72)

1.V, Subbich, the grondson of lurugnppa Chettiar group
agrecs that vhen these companies were sterted aven the doy
to day opeorations used to be nonaped by fanily nabors.
That jJust does not happen any more with tho grovth of

the conpanieg (Bobtd, 198%s 72),

Thup almogt all industrialists agree that the
expension of the f£irn nocessitates the incorporation of
outsiders in the company where initislly only faally
nenbers had control,

Even though outsiders are incorporated, sctusl
decision moking rests in the hands of fanily members.

Tho professionnls feel blocked by the lack of opportunity
in tho corporate seébor vhere recruitoent and decision
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noliing are the moropgatives of fomily. To mufle such
conflicts in the ¢orporate siructures the entrepranours
have sdopted a paternelistic atyle of managenent towords
the profossionals and workers alike, which enables then
to retain control over the £irm., In RFL, a nonefanily
cxecutive commentods

Ravi Bongal 4s being pgroomed to tdte on

respongibility of textiles, One can'$

deny the foet that he is in charge of

textn.egh because ;igg is 3%2&? Eﬁal‘gb ”

B804+« The manag agents have been ‘

to keep thelr stoff controlled by salary.

Yhenever thay think *X' 1o upaset by Ravi

Banoalts coming in, they odd B,1000 to his
salary. {Cohmm, 1§74: 93),

In the mm'-simés; Easturbvhal Lalbhal introduced
a particlpative systen of nsnagoment whereo prodblens of the
conpany wvere &iumsseé by a comittec conslsting of senlor
oxecutives and m*inei;pax fanily members., This did not
roduce the povers of the nembers of tho family, but the
profescional cadre £alt o greater sense of fnvolvement n
the deeclsion-naking process than before (Tripathi, 1981s
164),

In the changing enviromment, industrial femilics
hava to become more open snd use universalistic criteria
sueh as gtill, achicvement and professional compotence to
moet particuloristic cnds. Though families have to
ralinquish financial control, they have no intention of
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reducing the hold of their fomily at tho top momagement
level,. Theoy got their childron professionglly frained as
engineers and business nensgencnt exparts so that they ean
cffectively exercise control over thelr firms,

In the Shri Ram group, Dr Bhorat Ran hag three
US educated soms, Dr Vinay Bharat Rem has been oducated
in Harvard and holds a Master' s Degree in business manago-
nent ond a Fi.D. from Delhi School of Economics, Aditya
Dirla is a qualified Chemical Engineer from HIT, R,E,
Bajad is enother Harvard trained indusirialist, Chirgru
Anin from the Alemic group is a nanogenent groduate from
US, Kasturbhoi Lolbhoi's two sons Siddharta and Shornile
are both US educated, The former 4o trained as a Chenlcal
Lngincer and the other z.n Buginess Adninistrotion, Kasturbhal
Lalthal who himself was denled tho benefits of higher
cducation salds "¢ cannot run the various enterprises with
old fashioncd people and outlook,® (Tripathi, 1981 163)
In the Hurty group, the fomily wag rigorously training its
children in order to equip itsclf, and to prevent the fenily
fron losing control over the firms (Cohen, 974t 157). One
buginess analyst has galds  "For the first time since they
storted business, fanily controlled bBusiness is responding to
the challenges by professionalizing their oun sons, giving
then greatept leewny to use nodern professional mawods;’*
(Bobd, 1931: 68) |
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After their training and education, the sons are
only gradunlly inducted inte the business, At firat they
vork wmder professionals without gny declsicn-naliing poworg,
This helps them apprehend the intricacics of business
before theoy ore vested with responsibility., Rohwl Bojaj
did four years of basic training wvith Baja) Eleotricals
and [hitond Iron and Steel before leaving for Horvord to
do [BA, Vikren Thepar, cwrrently Generdl lonager of
Ballarpur Industries, Joined the tusiness in 1971 as on
accounts traineq in Calcutta at Keran Chand E?xap:ar; the
forner Holding Compony. He had been throwh verioug divisions
bafore taking up ni.é present post, He paya:  Milogt of our
conpanies are run by professionals, peopls thom I congider
ny scniors because I have vorked under thom and most fanily
controlled buginess are opcrating on the sane principles.?
{Botb, 181 70)

There agre also instonces vhere vith or vithout
the nocesgary cducation, businessmen have begun their
carcor from the lowest rungs of the nanagement, Sz.nghnn&a
Joincd busincss at the age of ¥ and recalls that ho wos
nado to sit in the seme hall as the clerks and junier
officers. He wan then rotated from department to departuent,
given vhat he calls practical training, Shashikant
CGaware joined the business at the bottom with a salary of
G250 pume He worked as an apprentice in avery dopartment
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of Garvare Plastics, then a fledgling concern (Bobb,
1931 70). |

Too ioportont points cperge from this discussion
on the practical training given to entreprencura, Even
though initially family members may be subordinate to proe
fesolonols, thoy nove up the ledder rapidly, to take over -
as the heads of the femily firms, as their fothers retire,
Horcover, since yowng entreprencurs undergo training
under the professionals, it roduces tho distance botween
the two groupg. ,

Families have responded ta neet the groving demands
of the firn by training end educating their own gons,
Ihio odaptive neasure nay create a crisins in the Lanily
firmo as Milton Singer (1968) and Burton Benedict (1968)
rocognize. Professionally troined ond cducated sone will
bring in nev ideas into the Dusiness and would vant a
@reater say, in turn, in how the business should be run,
Thug 4f fanlly control over the enterprises hed to bo
retained, At wvas nocessary $o give the sons respongibilities
and gutonomy o satisfy their desires for challenpge,
initigtive and indopendence,

fiilton Singer shovs how the llodras indusirialicts
gove the youwnger pgeneration gpecial pro;}eéta to maaage and
dovelop (Singer, 19683 442), Rzl Baja) is cxivenely
imividnalmmc about his auto industry and doon not tolerate
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any interfarcnce, The same is true of Aditya Birla., B.K.
Birlo initially gave his son a number of sick industries
to menage suchh gp Hinduston Gas, Joyshree Textiles and
Indian Royon. But Aditya has made then gll profitable
conpanies in his empire, Since then, Aditya Birla has
nover looked back and the only companies he handles arc
taose vhich he hed etarted or turned around hingelf, He
says: "I don'{ have anything to do with ny father' g companies.
I run ty own gad he ring his own, " (Sinshvi, 1984 3h=35),
Llogovhere he has sald:s Wly father had the courage to
delegate authority to me. Another person might have fed,
miided and ponpered o now parsans but thot woy I would
hove learnt nothing.® {(Bobj,1981: 69)

Unce the cldera are convinced and confident about
“the young entreprencurts capacities, thoy cglve then naroe
gutonomy and a larger mmber of companies to manage. The
narmer in vhich responsibilities are divided and autonomy is
given in some family firms cuch as Bajads, Vodis, Birlas
ngliog for the prangthening of the fanily firms, i
happons then a number of companies are put solely under the
charge of one fanily nember, thierely gilving hin considerablo
autonozy to run these enterprises without being subordinate
to anyone. \

in the Birla fomily, Aditya Birla is chicf executive
of Gualior Rayon and Indian Rayon md controls tuelve
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enterprises sot up in South Coat Asia, Ashok Birla, his
cougin controls cix componics. Chondra Kent Birla, |

B,i1. Big'la' o peondson 15 the direcotor of two companics,
Orient Paper and Hyleraobad Asbestos, Suderghan Kunar ‘
Birla, one of G.D, Birla's grandsons runs four companies,

In the same family firm, division of componien betwaen
brothers taies plece aleng industry lines. In the Modi
fanily firm, the five brothers diversified into diffarent
argass K.K, Hodi set up a yarn project - tlodipon - in the
mid *60s; V.K. Eodd floated Modi Rubber in 1974; S.K. Hodi
floated liodi Carpets; V.E, Hodi is setting up a sponge iron
project and a dry company vhile Y.K, Modi 4g setting up a
caustic soda plont (Indin Today, 1982t 100=101), Onthoofher hand
fﬁirgmizaﬁmal gtructure of the top-level manggenent in the
Hofatlal family £irm was such that responsibilitics vere
divided on a fumetional basis, and each person had to de
gubordinagte and depondent on the other for various purposes,
Buch a systen otifled autonony and ams.evemant 8o impurtant
for the young am‘am’mws,

Even though the younger generation is given cone
sideroble autonony to rup their oun enterprises; yvet
sutonony is not complete, The family still meots forually
or informally to take crucial policy decisions., The Chend
Brothers mcet in Boobay formally every weck in a council
to discuss policy issues and common problems (Cohen, 19743
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205). 1In the Birla fomily, though thero are mo fornal
fontly meebings, their discussions frequently turn to
business (Bobb, 1981 72). H.V. Subbich, Hurugappa
_Chettier's grandson, assertsy “Belng o fonily nember does
help to a sertain extent because wo grow up hearing
buniness being discussed at the breakfast table," (Bobb,
19811 70) It is interesting to note that though the younger
geacration hag considerable autonony in running their
enterprises they novertheless continue t0 be authoritoriean
Yig-pevis othar neabers of  the family. As has boen cited
in another context, ve have seen how Rehul BaJaj says that
if a relative doos n& listen to the advice given by the
othar nembers of the family, he would bo removed from his
job, Similarly Aditya Birla has olrcady planned his 12-year
- 014 son's education and carcer in the fonily Lirm,

An zdded dimenaion exploining their anthorie-
tarienism i0 tho fast that those enfreprencurs are
competent and rocopgnized as leaders of thely group, Thus
the guthority pattern between the younger end older
generation has also ot modified, Dilip Bobdb has shown how
the older gencration has displayed a reasonable approvel
of this shift townrds professionalism, B.K, Birla approves
of hisson Adityn, and anyss PAdLtys 4o on industrioslist in
hic own right, There aro times vha we disaprec gtrongly
vith him, but the declelons are his and so Lz the credit,.®
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Singhaonis sayss ©I stronply fecl that the younger gencration
will go oven further than the elders have done. Thoy have
been oxposed to o mich more modarn way of thinking, so
they are able to malie significant contrdibutions to the
thought process and on policy natters,® Dr Bharat Ran, |
tho Chairmon of the Shri Ram group, says: "The now
generation is certainly better ejuipped cmotionally, Their
entry into the bhusiness has certainily made ot impact in
that they have new ideas and new rojeots,” (Bobb, 1981
72)e

From the gbove account, it ig clesr that the
proaperity of the fanily firms today 15 a result of their
obility to nove vith the tines, nanifest in the sdoptations
they have nmade by incorporating professionals into the
firns, by cducating end training the younger meatbers of
the fauily ond by delegating them enough sutonomy to run
their enterprises. The family has thus managed t retain
operational control over the management of the enterprises.
Yo have ovidence to supgest that vhen fomily firms do not
respond to the changing enviromment by moking adaptationa,
there 48 o danpger for the firma to stagnate. The Ualchend
Hirochond group has not floated a single new company since
1953 and 1is still involved in the eivil enginetring contracts
witeh were Unlchand's first interesta., Though tho heada of
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Jll the companics meet every month, the elder generation has
not given the sons any mutonony to function which has handie
capped growth, Bohubali Gulgbchond, Lalchand's nophew,
nayss "o koop on asking ourselves thy we have not grown

as fast ag we ghould have," (Bobb, 19813 72) The Godre) is
another exanple vhere the family firm is stagnating because
it hoo been unvilling to relinquish financial control and
beconge a public concern, ,

In contrast, as we haove already seen gbove, those
fanily firms vhich have mede succegaful adaptations to the
champing enviromments hove undergons noteble axpansion,
beyond the domestic markets. Thapars, Birlas, and Bajdjs
Goenkas, Shri Rems, are noy enterins into forelpn collabo-
rations end are getting up industrice in other countries
and oven competing with foreign and multinational f£irmg.
Aditya Birla has set up textile indusiries in Thatlond,
Philippines ond Indonesta {Singhvi, 1984 35), end up to date
has lounched twelve enterprises in South East Asia, Bharat
Ren' s sons Vivelk and Vingy sre entering into collabarations
with Japancse and US £irms for the manufacturc of cletctronic
cquipment and sutomobiles (Bobb, 1981 67). Rohul Bajal
has grown into the second largest scooter nonufscturer in
the world. Hoving into exports, he has set up asgenbly
oparations in Indonesia and Talwuan, and is exporting scooters
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%o the US ond Burope, Moreover he is actively seeking
coopetition with global leaders on thelr terms (Hinen,
gt gles 19825 97), He sayst "I want to be Uorld No. %

I lose ny enthusiasm if the world is not my market
place." {Ninan, 1982t hz)'

These developments have led to the energence of
a new, aggressive, productivity-oriented entreprcncuricl
style, Rghul Bajas_ enphasises on productivity. He gayst
"I have a poor epmioni of productivity levels in Indimm
industry and en trying to blaze a trail,® (Ninan, 1981
43) Bajaj wants to raise the productivity level from 70
te 80 to 100 ond sayss “The workers know that 4f their
productivity falls 1 will dismiss then,® (Hinan, 1981
43) |

RajJan Nonda's obsession is the quality of his
products. He saysm  *The name of the gane is quality, and
w0 have been sble to demongtrate 1t by making a tractor
equal in quallty to that of a Ford tractor snyvhere in
the vorld.” (Reyazuddin, 19763 47)

In contrast to the Goenlktas, Baja) and Nanda have
placed a heavy relience on Research and Development, In
the Uoenka caée. financial cmmﬂsﬁz prevented thenm
from investing in R - and D and greater reliance is placed
on technical knovhow from atrood {Kesbcker and Roy, 1982
49). Rajlan Nonda says that the compary's effort hos been
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o grov technologmg.lly; not just in assets or soles. In
his £irm, rescarch programmes are being worked cut in the
ficld of blo-nass nanagemont and fresh applications for
the basic power packs being monufootured currently (Ipdig
Ioday, 198235 103), The Bajaj Auto Centre has the strangest
R and D departnents, which has proved to be one of Bajad
outo! 5 strengths In the face of foreipn conmpotition (liinan,
181 A1), |
' The nov generation of industrialiste alco seems
bettar prepared to take risits, Shashi Rant Goruvore says
of his fathor: %I think we would have prowm oven faster,
if ny father hod been prepared to take nore risks, He‘
did not like to delegate authority. In our generation there
is g tendency %o trust your employees with more respongi-
bility.® (Bobb, 1981 ¥1) Rambhal Anin sayss "hero I
used to teke blind risks, Chirayu has o more selcatific
grounding and takes caloulated risks,® (Bobb, 1981 67)

The sbove account of enarging styles of anirew
prencurship reflects certain important differonces yig-o-vig
_thope of the older generation, Uhile experience ond
troining in family business was held significont in the
past (G.D. Birla, Kasturbhal and shri Rem reccived only
clementary cducation), professional training end education
is consldered vital for the functioning of fanily firns
today, Uhile in the past fonily f£irms depended on fewdnl
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ané particularistic loyolties, fanlly Lirms today are moving
tovards groater professionalization along wndversolistic
linea,

Neverithdless the entremrencurial atyles of the
younger generatlon do reflect certaln perceptible contl-
miities vith traditional business practices,  These coti-
miities are noticeable in the emphasis on accomts and
finanoinl monsgenemt, expensions through soquisitions and
diversification through vertical integration,

Dven though Aditys Birla ic a qualified cheniecal
engineer fron MIT, he hag relied on fraditiona) gystens of
accounting, imown to his forefathers, He sayc: "Daslcally
vhat I leornt fron them was our gystem of financlal
reporting vhich is very inmportont in owr orgmnization...
Cur @ompazﬁes are very finence-oriented, since the controls are
cosentlially financed controls and that is onc of the reasons
for our success.? {Bobb, 1931t 69) A, Birla's strong
point as o maneger remains his mastery over accownta ond
figares ond he prefers to hire accountants rather than
IBAs who he says "are out of touch with realitys (Singhvi,
1984 37) In the samo wvein, S.L, Eirlodsar also states
‘"’Jmch prineipal of a buoiness school has run a factory?

I don't care ouch for all these H,B.Ag.? (Valluri, 19822
44) |

Expansions and diversification throush acquisie-

tion, rather then the establishnont of new industries
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roflects finacial congervatiam, an emphasis on account
end desire for quick profits, This L6 o charocterigtic of
traditiona) business practices. The Goenkas hove expanded
rapidly by Goking over aick units, They possensed the
Zingneliol m:pertiae, with vhich they could turn these
conpanien into profiteblo concerna (Kasbekor and Roy,
99823 46), >

Finally fanily firms used the technique of vertical
integration vhereby they nomufactured a number of products,
all catering to the neods of the same industry. This
reflects their caghasis on rigi-frec invegstments, The
afatlols produce o munber of related chemical ond plagtic
products such ns texmtiles, dyes, blended fabrics cto,
(Dugineag Xndig, 1979 27). The Godred family has roflected
a conpervative atiitude by poing in for backuard integration,
They momifacture industrial goods like stecl tubes, steel
castings, machino tools and fork 1ifts (Kaul and
Vaiiataranan, 1934 43), ,

Young entreprencurs who ore mrofessionally trained
shov that they can utilize both traditional business
prooctices as well as modern onoa in the nanagenent of
their eaterprises, Vinay Bharat Rem says that he relies
on experience in the nonagement of certain indugtries
like texttiles, paper, ccnent and sugsr vhere changes in
technolony and monagoment are not rapid, unlike in the
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eleotronics indugtriies vhich have to be managed by skilled
professionals (Surya Indias 19801 85), |

Finally, 1t is important to highlight the cnergence
of a trend toyards conjugal family wnits, anong younger
generation of entrepreneurs such as R, Nenda, R. Baja) and
A, Birla, Howover jointness continucs to persist cnd this
trond is & reflcction of the extent to vhich families have
changed, Young entremrenaumra today perceive the conflict
between vork ond family, Rohul Bajad sarst %1€ you want
to work, to reach the top, t 4o botter ond dotter, then
you need time, you need singie ninded dedication. It hurts
your £amily. For mo it is one area vhy I have not found
oatisfactory onswers....l fecl gilty.® (Thomas, 1980t 47)
The importance of the eonjugal unit iz now becoming
avident,

From this analysis it 1o evident thot fartly firms
have hed to make a variety of edoptations in thelr encounter
vith the intornal failures uithin the fenily, and chonges in
the industrial milieu. In this protess a new oot of entre-
pronowrial styles is enerping. Uevertheless, inportant
continuitics with the past are retained, Thus though family
contrql over the firm hoas pgot modified, it hos not weokened
and family enterprises contirue to parsist to this day.

[ X237



CHAPTRR  V
DISINTECGRATION OF FAMILY FIRNS

In tho previous chapter we have hipghlighted some
of the importont adaptive mechanisns generated by fomily
£irms to sugtoin thomselves, However 4t is also nccoasary
to study the conditions under some fomily firms -
have distntograted do that an objective assessment of the
Suture of tho femily firm can be made, It i3 fmportant to
note here that ecach ¢ase of dlsintegration is o result of a
poeculiar sot of conditions, Henco I have sought to study
cach ¢ase by itzelf rathor than by the method of apt
illuptration,

~Before proceeding to analyse these mndimnﬁ; a
few clarifications are in order, At the outset it should
be gtated that the disintegration of fanily firns does not
1nply that kinship principles are no longer operative. In
fact, even viaen the original fomily firma bresk up into
canller units, the possibility of realigaments along kinship
lines o not prociuded, In consonence vith tho definttion
of the fonily cxolicated before, t regard the familly firms
to have diginteproted enly vhen there is both pwﬁtion "of
'groperty or corporate business as well as the bresk-up of
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the original hougehold into gaaller units, Since there ig a
possibility of rumning the busineas jointly, vhile living
in separate households, and converscly of formally partions
ing tho componices, but living topgether, it is escontial to
regord both these ag 'necesaar;r conditions for the disintege
ration of the famlly firms, |

Hy analyois of 't__he disintazration of Lanily firms
L5 bosed on four caso studies. In this chapter, I have
soucht to analyse disintegration as it occurs wder the
folloving possible conditionm (a) vhen tae hitherto
successful cdaptive siz*ategieé, mder" changed circunstances,
create rupturos vithin the family firms; (b) kinship
principlos thenselves pley' egn ingortant role in the dig~
integration in the following mamuer, that is, (1) then they
are silent on cortaln relationships, (11) when Linship
pr!.mipies neceapary for family control over the firm get
blurred in the £mily, and (111) wen certain kinship
principlos such as the law of Loheritones themselves
contridbute to the partition of property vhich nay lead to
the digintegration of tho fonily firmg (¢) vhen the
orgenizational gtructure of the firo contributes to dig-
fntogration, and (4) f‘inally. vhen legol principles make
for disintepration by being usad to brock up %o_ portie
cularigtic bonda,.

e now progecd o a ¢age by case analysis of the
phenomcnon of digintopration of fomily firms in India, The
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discintegration of the Dalmia Sshu~Jain éf‘wp took place
over a period of two generations. ' The disictegration
began vith the origine) business associates, Dalmle,
Jaldayal and S.P. Jaln separating from each other, The
throe non had expanded the Wustx*j.al capire by indulging
in various malprocticos such as tax evasion, inmpropor
 tronafer of asaets from cne ecompany to another and the 1like.
Such activitios did not o unnoticed, and soon Dalmia's
troudbles bogen., A commission of enquiry was set up to
exaine the nature end extent of cantrol over these
conpcndos by the threo associotea and their relatives {Hazari,
1953s 677). Hemuwhile the incomo tox department was
closing in on Dalmia and he hed o pay Be2 crores to the
governnent or face imprisonment, Ddlnia mode a conditional
sale of Bernet and Coledan and Rohtas Industries to Schu
Jain for B5,60 lckhs. But Join refused to give back the
two companies (Idtra, 1980t 113).

~ Joldayal end Schu Jain then started dissosiating
theaselves from R, Dolnda and put up a defence agalnst
thotr involvement on the grownds thot the DalmiceJain group
hed boen partitioned in 1948 and that the malpractices ware
cozmon comnerelal progtices, But the Vivian Doge Commigsion
ropart concluded that in or ebout 1948, the pariners
'oxplorcd the posggibility of reorganizing themselves or
effecting a dissolution by stages, but their affairs were
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co intorlockod and complex becmige of block moncy, secrot
undisclosed agoete and undeternined income tox lisbiliticn,
that this {(disaolution or partition) was not found to be
casy (Hazari, 19631 601).

I¢ wos not until pbout ten years later that the
portition took some shapos S.P Join the largest
share of cbout 503 ond o small portion went to S.P. Join's .
brother Shriyen Prosed Jain, The next offer was node to
Joldayal tho took over 5 companics; and the remsinder of
gbout 257 went to Dolnie end his irmediate €amily (Grewsl,
19308 23), |

The oecond gencrational canflict in Dolmla fomily
tock ploco Leotween Dalnmiog's step-sons from his three
surviving vives, over the companies Dalnia left boaind,
ho Durga Dovi Truost vas sot up to contralize the control
of nll tho compmion end the asgets were to bo oqually divided
maong Dolmia's children, The trust was also the sole
solling agont of Dalndn Piscuits Company, Dalnda co-opted
Vidyo Hichi, the pon of his fourth wife, Sorasuati Dovi,
as the gole trusten of the trupt, Topether wvith this,
Dolniats vill of 1977 provided tho lerpgest shore to
Sarasvats Devi end her soven children, It boqueathed thenm
ownership of Dalmia Biscuits, Bdward Hevoentes, Dalnta
Dadrs Cecent, South Asia Industries. The two other wives
wero loft with very little properdy. Vidya l4dhi, then
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the sole trustoo, deprived Dalnia’s youngest son Keruna
[idhi of his chore in ﬁ’xe followving way. lhon the Srust
hed to resove itself fron the affalrs of the compony with
the obolition of tho managing agency system, Vidya Nidhi
{iransferred 3.5 lakhs from the Yrust to Dalnia Bigscults
and said therc was no moncy left o pay some fomily nenbersg.
Gun i146hi, his brother sayss |

My father's children were beneficloarica €0

the trust, tut you aluways have to pay an

outpgide creditor first, It is ifmatcrial

that §€'s our oun company, tut 4t to o

geparate corporate entity, So when it yno

clerod 0ff, there was noth left to pay

off certain fanily mambers. bBut in any

cage thls was gmething which was cooing to

then free, it was net as 4f thoay had

invosted. (Crewnl, 19803 29)
Karuna Hidhi thug went to court, and Heera, Asha Dovits
doughter, olso filed a ult in 1978 depanding o rendition of
tho trust's cccoumts {Hitra, 19801 111).

Tho seoond issue thet coused dissongions within tho
fomily was Dolmias will of 1977, according to which a
najor portion of the share went 0 the fourth wife,
Saraswati Devi and her children in cocmparison ¢o others the
cot mich smaller sheres, the Al) 1a.§eing contested by
Vighwa Nidbi, Dinogh Handani's son, and Alka, Acha Devi's
daughter, dbecouse two other wills hed been drafted in 1963
and 1973, Vighwma Hidhi soyst
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In those corlier wills the begqueaths are
totally different in contrast to vhat they
aroe in the last will, then the last will
vno nede oy father had becone nentolly
weelts, In the earlier wills he bequeathed
Edvard Eeventer and Durgn Enterprises to
ug, Towards the end of his life ny father
stayed vAth Saraswoid Devi and two of the
abovo companies had supposedly been given
£o th% §;ccsmmg; to the 1977 wvill, (CGrewal,
19802

Gun Nidhi, Saraswvati's son on the other hand sayst "There
were just marginal differcnces between these and the final
v4ll, Onc family nipght have got nmore and the other less,
but that becones a motter of detail rather thon brosd
intent,? (Crewal, 19803 29)

An interesting featuro vhich emerged fron the
gtudy is that there oxists a renarltoble solidarity betwoen
the childron of enc f£anily, that is even more importmnt
1g that the fomilics 0f the two younger wvives have como
together againagt the elder wife's fonmily. Thoy fLeel that
vith Vidye Nidhi's appointment as the sole trustee,
Scroguati and her children pgatned effective control of the
trugt at their costs. This shows that realipgnments along
Linghip lines are taking plece to pursue fanilial confliots,
oven though thare is no ovidence that thay ore collaborating
Lor busincsa, |

The third aspoct of this fight involves
disscnoions betweon the two, affinally-linked fomilies,
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Dalnis’ s children are now even fipghting for c¢lain to the
vast gmount of property R.K. Dalmia hed sold to Sahm Jain
at a eritical nonent in the former's life. Vighwva Hidhi
Dalmia soys: "The Dalmie-Jain fomily 4s o Hindu undivided
fonily and thereby no will oan be left by the decoased,®
Nelying on the conclusions of .t’ha Vivien Dose Comilssion
Report which statod thot tho dissolution of the group wos
not found ¢o be casy, Dalnia's children maintain that 1t
siould be treated as a Hindu undivided family. This is
fraught vith sericus consequencos for the prescnt owners
of Rohtas industries ond Bernett and Colemon (the Sohu
Jains). becauge accerding to law, a neaber of o Hindu
undivided family conmot goll any part of the family's
property to another. The Jains, however, have no fruck wvith
the Dalmias and soéing the precipitious course the Dalnia
caso is tolting, thoy ssys ™urs is a professionnlly
prepared business house, while the Dalnia compmnies ore
fenily run, You can compare tho two but don't corrclate®
(Bitra, 19808 113)e

An onalysis of the nature of dissensions in the
group would bring forth some importont points. In order
to bepet sons for his indugstriasl émpire, Dalnia resorded to
polymynous wnlons vhich brought grave troubles to the
Dolnlno fomily. Delnin himself realizes this in hig
crtoblography, He gaye: 1 have brought troubles on oy
head wvith oy eyes open,® (Daloia, 19625 12)
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Dalrial o problem was one of sustaining o fenlly of
'so nay step-children, He vas avore of tho pomgsibility of
conflicts developing, so he odopted the mechanism of
residential segregotion ond trought up the three families
goparately. They vent to difforent schools, lived in
difgerent houses anil avoided social contact vith cach other,
Vighwa Nidhi soyss ‘"He used to tell ug that gven real
brothers fight ond we vere step-brothers.® (Grewal, 19803
28) Dalmin even set up the Durgs Devi Trust because he
expected the poasibility of nisunderstanding cropping up
anong his children, Daloia nay have thougat that he could
have avoided ill~feeling betuween step brothers by hringing
then up seperately, dut in actuslity this practico itsolf
beeene at a latar sbtage a source of conflict, for it provented
the developnent of trust, expectations and obligations thich
- povern ard pugtain relations among nombers of the family.

Though the incorporation gf o son=in-lgy into the
Lfonily in tho abgence of a son han got almost institutionalized
in the Indian femily, there s no fanilial principle vhich
stressen the identification of a son-in=low to hig fathor-in-
law* 5 fanily vhers fraternal sollderity is gtrossed.
[oreover there is alwoys a relationship of distance between
vife givers and wife tekers. [ifller and Rlee in their ntudy
of contanporary business noteds 9A difficulty of mimitting
sons-in=lav into the business ig that thay have becn brought
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 up by a diffeorent family, and though they ooy well continue
tho business ns a fantly business, a different family may
come to power.® (Miller and Rice, 1967 125) This is vhat
happaied in the Dolmin case. Onece the Dalnia companies
started melting losses ond tax liobilitico hed to bo net
with, Schu Jain began to dlgsociste hinself fron the group,
He refused to retrn the two companies gold to hio by |
Dalnda at a tine of crisis. Therc has thus beca a chift in
the balance of power from the Dalmias to the Schu Joins
fonily. Ve algo f£ind that thoupgh affingsl linkis help in
tho expeanslon of fLanily control over Musinesg thoy do not
proclude the poosibility of competition end rivalriocs between
the rolated fanilies, Such competitiveness between related
fonllics wms found among the Poddars end the Coenkas, vho -
wvere separatcly ¢hnllenging the monopolistic position of
tho Halhotras in the blade industry (Pandit, 1981 5%).

\hen the authority line in o fomily £irn 1o muffled
end not clearly demarcated, it is possible to visualize
intro-fantlial conflicts, Tho death of the fomily head,
R.E, Dalmiay vho wvas an anthoritarion figure, oporkoed off a
gerics of wnending disputes botween families., Vishwa Hidhi
Doloia contends that dispute would not have arison Af his
father wag alives "Hy faother was a vory strong parson and
ve could not oven speak in fromt of him," {(Grewsl, %1980t
23) Vidya Nidhi' o authority as the trusteo was aé*iously
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challenped by his step~brothers and slgters becouse age
differenco vhich Lo an importent determinant of authority,
could not be met with, Since Dalnia had narried a nunber

of vomen, children born of difforent unions were of almost
the sgne age. Vidya Nidhi, Dolnin's con from his fourth
vife, ond Vigahua [1idhi, his pon £ron his oixth vife, are
both 26 years ¢id vhile tho youngest, Karuna HNidbi is only
25 yearg old, Conflicts were bound to arisce botween siblings
of the same nge. (landelbaum soyst  "I€ onc brother is
considerably older than another by soy ten yemrs or nore
tholr relationghip is less likely ¢o bocome strained, Then
tho clder more casily nasumes scne of the rosponsibility ond
respect that the father comnands,® (landelbaun, 19708 63)

The line of inheritance in the Dolnin fonily s
not clearly demarcated. There are several ressons for this.
Firstly, DPalmia hod set up the 100 orore conglomerate almogt
olngle handedly, ond hence hod the right to dispose 4t in
ony nannar he liked, Gun Nidhi who bencfited Cronm tho vill
pald: '

Basically a self oade mon fecls free to
digtributeo his assets in vhatever way ho
lilies. It is not a crude equation that all
his children must get egual amounts, It
depends upon the anount of offection he feals
for then, the amount they care for him: so I
CuOGS«s e 1L he felt they deserved nore, he
would have given it, (Grewal, 1980; 29)
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Horcover 951131{; could not partition the property in his life
time since his assets were plefiged in income tox. Thus

he had to make a will vhich could be effcoted ocfbter his
death,

Hazari points out that Dalmis's proponsity to
‘nerry ond bolated abflity to have sone whe vould displace
the partners an ‘hetrs, was an laporiant factor vhich was
responsible for the split between R.K, Dalois, Jaidayol and
S.P, Jain (Hazari, 19631 675),

Lasgtly, the women, 1.0, Dalmia's vives, have also
played a significant role in the generotion of conflicts
botweon the families. In fact Gun Hidhi says that the discord
also orose becauge Dalmia knew thot his last tvo wives hod
morricd hin only for his money. Hence he hed stayed vith
nis fourth wifc, Saraswati Devi, since 1964, ond the other
two families resented this very much {Growal, 19803 29),

Ye shall now examine how the foct that the Dolmine
Schu Jain group wos an entreprencurinl fLauily, mfz*imtea
to its disintegration, |

1t eppears as 1f, the companies making logses
oxagcrbato the process of disintegration snd kindle the
fight between relatives vhen g loss has to be shared. In
the Dolmia cace, vhen income tax liabilities came home to
rooat, tho ta'bm and the gone-in-lgv did not relisn the
prospest of bearing heavy tax lisbilities for D’almia and
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startod dissociating themselves froa hin (Hazard, 1963
675). Sometimos the prosperity of the £irm also accentuates
rivalrics and Jealousies between btrothers, Thus the step
brothers tended to fight over the more prosporous conpsnies
left to ono fomily,

Hole Srinivas in his study of a jJoint fonily
dispute in o I’ijfsere village has shovn hov Individuals do
not neroly obey their customs or institutions tut also
froquently try 4o use them to achieve acmething which thoy
have in oind (14,0, Srinivas, 19525 2). Ve have secn how
vhen thero s fotidly solidarity, the fanily Lirnm con
benefit by aaing company laws To extend femily control, But
it 1o important i:o note that laws pertaining to the family,
tho coapaniog anﬁ trugts are so wniversaliatic that they
ero liable to be used as additional weapons in the family
fouds to gain a ifon's shore of the property. Severol
instances of this phenonenon are found in the Dolnis-Stwm
Join feonily. In ono instaence, a step brothor denied
onother brother of his rightful share by goying thot the
© trust owed moncy to hic compeny. In anothor instonce, by
ceeliing recourse to the law on tho undivided Hindu fepily,
a son gtaked his claim over tho property his father had
sold off to an affinal rclative, The above montioned
factors vere then crucinol for the disintegration of this
fonily £irm,
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The second case of digintegration is that vhich
oceurrcd in the Gocnta fonlly firm. The Goemka group has
split three ways, between the three brothers, Rams Prasad,
Jagiich Prasad and Gouwri Prosod CGoonlia, This event has not
generated o greot deal of publicity nainly because tho
aplit cvolved over two years. As the brothers have begun
vorking out the organizationdl implications of the swparation
and taking steps to outline thelr owm individual corporate
strotegies, the lines of soperation have become cleor,

R.P, Gocnitn, the cldest brother aged 51 yeors, has pot
Asian Cableg, Pnillips, _C_m'fban Block, Hurphy, Uiltech,
Agarpen, Docean Fibre Glass cnd Rajasthen Containers Ltd,
The conpanies which J.P. Goenha, aged 44 years, bas baggeﬁ
aro Svon lills, z?m.g;lanmdia Jute 1Mills, Hoolconboers,
Oriental Corvon, Schrader-3cowill Duncan, Aryodaya Giming
and Homufooture, Indion Filre and Duncen International
(Ltd.). The youngest brother, G.P, Goenka aged 41 yosro,
viil control ﬁ%mcan-Agrb Industrics, turn ovmw:isé the
largest compary in the pro-split group (vhich vas the
snalgoaation of various compandes). The Goonktas olso control
a hoaot of immsmt gnd troding companies most of vhich are
subsldiarics of the major companiocg listed cbove. The
original holding company, the Duncan Brothers Ltd, continues
£o bo held jointly by 2ll tho brothors and the nature of

its portition has not yet beon decided (Kasboker ond Roy,
19321 40).
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The incvitability of the gplit springs from the
aasumption on tho part of the hrothers that tho next
genoration of malo Goenkas ~ R, P, Goonka's sons Horsh
Vardhon (24) and Sonjeev (21), and G.P, Goenka's son Shree
Vaordhan vho 1s still a minor, may declide in future that
thoy are not too ltecn to function together as a @oups
Therefore rother than walting for Mterﬁeotna mfum
%o develop, the brothers decided to part conpony
(Rasbdser and Roy, 19821 40), Their fother K,P, Goenka
{68) is porhaps the only person in the fomily who is
wmhapp¥e Two yoors back, in on interviev with India
he hoed gaidd ®tho day I'm no nore mey will aeparam and
go their owm vay.® (Bobb, 198%: 72)

R,P. Goenkta, tho father, says that he had tho able
asslatanco of his 'eldeat aon R, P, Goenka, his trusted
licutenant, as he calls hin, [Much of the later growvih of
the £amily £irn . . Las been attributed €6 hin, The
youngeot son, G.P. Uoeniia on the other hond adnits that
thore ia trenendous competition betuween rothors, As ho
puts 48 itho quesﬁo& to bo asked is1 ten ywa.hma,
thich horse w1l win’ (Kacbekar ad Roy, 1982 355). A
ocnfor busineos executive working for Duncan Brothers
informa that the Goenlia Brotherg 1ived in separste houscholds,
and that £t wag the sgusbbles between tho daughtaro-inelavw
over black noney ond conspicudcus consumption vhich was the
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In the Umlchond Hirachond fooily, despite periodic
denands, Ualchend did not portition the family's property
until the death of his father and uncle, ®Ve are both
bogiming to get on it years. So for all t&ie people in the
forily are gotting on together swiomingly but still vhat
guarantee is there that the fuluwre generation vill do ithe
some? Thoreforo siile Neoii end I oro atill alive, looking
to the uwltimato good of the fonmily and business, £t will be
wise to portiticn the estato bebtween the 2 branches of
Sazhoram Nenchontl and Hirachand Henmchand.®  (Khanolkar,
1969 634-7), It vas partitioned equally vith helf the
ghare poing to the Sakharen Henchond bronch (his son Reodd
cnd his sons Rajubhal Recdi and Covindji Reoji) and the
other half to the Hirochand Neachond branch (Ualchend and
his 3 stop btrothers, Gulebchand, Ratonchand end Lalchmngd),
AMthough the Joint fanilies of Sckharan ond Valchand
Hirachand thus boceme separate from the business aspect,
they continucd to iive together as beforo, lorcover all the
- nale neaberg ecatinued to sawe ag directors ond cxecutives
of the compmles vhich Yalchand hed estoblished mnd
assisted thelr development, Uslchond's »bm@'m:her Boyes
"thether we attribute it €5 Vslchand's sterling qualities
or of hig £irn end foresighted business policy, this family
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hos held together despite partition even to this very
day.? (Khenolkar, 1969: 637) |

In the Kasturbhet Lalbhai's fanily £irm, such 2
partition took place between his father and two uncles,
Famillsl quarrcls between them necessitated the division
of the fanily's assets, The Saraspur Hills wont to tho two
trothers vhile the Ralpur Fills went to Lalbhat, Over
time the nanagenent of Saraspur iMills was neglected by the
unclos and the company hed to be wound up. The uncles then
sought the help of their nepheow Kasturbhal, who also did not
vont the conposy to go out of fonily's control, Kasturbhal
ookt over as the Chairman of the now nmanaging agency, in
vhich hisg uncles retdined a 12,5% chare each, Horeover,
colloborations betwaen Kagturbhat end his cousin Chinubhal
soon began with the setiing up of the Anil Starch Cgmpany‘
in 1938, The bittarmness of a bygone generation was goon
gorgotten (Tripathi, 1981 79-81).

Fron these threc cases it is clear that i¢ is only
in tho Goonlta casne that disintepration of the fanlly £irn
occurred, wherc there hes been a division of the household
ond of buoinesg, In the Valchand ocase, the members c¢ontinue
to live togother after the formal partitioning and the
Lalbhods have come %gathex? again fLor busincss purpones.
Hence they repregent only gases of split not disintemration. ’
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Handalbam has gald that the common ideal in the
Indton family is thot of £11%a1 and fraternal solidarity,
vhich preseribes that brothers should remain together in
tho parental hougchold after thoy marry, sharing common
property (Mandelbaum, 19723 34). This solidarity ond mutual
support is better realized when brothers are under the firm
authority of thoilr fother (Hondclbmum, 19728 63). This
| ideal has been reinforced by the Hitskehara Lawy vhere each
non is entitied o an equel sharo of the fomily property
froa the moment of his birth (Handelbaum, 1972t 35)

There are however both physical and goclol limde
tations to tho survival of cuch a fanily and the fission
of the larges fanily becomes inevitable in its domestie
cyclo. Though partition Lo often perpotrated by quarrels,
living {n separate i:;ousehnlda con even strengthan unliy.
(orold Gould has pointed out that the Hitaishera Lay of
Inheritance vhich guarsntees an equal shore t© cash son,
also grasts hin with the freedom to ask for partition,

He soyss | |

Fitaoltshara guccession esgentially provides a
Jural basis for maintaining a household
congloting of male agnates, their wives, md
their doaughters until the iatwr are wed,

Hale armotes...are a sort of corporation of
patrilineally related nale kinsmen vho shore
equally the property, productivity ond lige
bilitics of the domestic [rouUpee. At tho same
time liltaishara succession nakkes provigion for
partition of the Joint property shonover 1t is
the desire of any legsl coparcener vho 1o of
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agfam.'nm'e ig...le8s mtemaanty for
olidarity agiblings than there i.s
betvesn p&'mta ond children in the Nor

Indion kinsghip system, (Gould, 1968: M5~16)

~ This shows us that the mtdzmhara lav of inhoritance
vhich on the one hond mdakes for tamﬂy salidaﬂty; olso
nates for division of the family at o later stage. Bven
tho Dhornashastras have congceived of the fraternel Joint
fopily as o temporary mmmmn, though they do recognize
that by being united brothers can bring about economic
prosperity (Sonthcimer, 1977t 15). ‘Uthat implicatlion docs
this kinship principle of partitien have for entz'eﬁrmeurzal
fanilica? |

A tradition of dividing ond mibdividing family
- property ney work for lend, but not for a firm vhose
viability depends upon the contimiing intepgration of the
activitios of various nembers. Thusn even thoush conmpanies
arc divided cmong brothers, they continue to function vith
cach other and tnoy even live togoether as in the Volchemd
case., Portition of compmies by mitual consent could also
nolte for family solidarity in the future, The Kasturbhal
Lalbthal cage siows us that portition of property,; can only
be a temporary phenemenion end resligmments along kinship
linen aro not ruled out. The divigion of companicsg ney even
_ opert of£? compotitiveness among Wwothers as the Goenka case
reflects,
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Partition of property in the life time of the
patriarch hos been proscribed in Indion tradition. Ve have
saen alreedy hou the patriarch K.P, Goenka was the only
person unhappy to see the split between the Gounka brothers
taking place in hig 1ife time, Valchend. on the other hand,
true to family treditions, resorted to partition only after
the death of his: father,

Schod (1973), Gould (1968), and Srintvas (1952)
rocomnize that conjupal ties and £ilial and fratarnal ties
ere opposed forces. Ihe fﬁrm ngy becoms proedominont
after the patrisrch'®s death and ooy even lead to the
voakening of fraternal authority over sons vho are heods
of independent families,

Smatmesrffi.m itaelf becomes significant vhen
partition of property L& taking ploce., The Goenba's
holding company, the Deccan Drothers Ltd,, has not yet
becen given ¢o any brother, fiareweb, the 4ivision of the
Goenlta compondes also showa bow assets, profitobility and
the risk invelved in certain businesseg musi have figured
ao importent eriteris while the diviston was taking place
(Kasbekar end Roy, 19828 55),

e naxt case of disintegration is ong vhich took
place in the Hafotlal fomilys The split in the Mefatlal
group hog occurred between tixe three genlor-most nembers
of the lafatlal f£onidy ~ the brothers Arvind, Yogindra
and Rasesh = vho had 3o$nt1y’ nanaged the thirteen enterprises
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that constituted the Hafatlal ’gmup ut who will now operate
independently. :

The brothers Arvind, Yogindra and Rasosh mansged
their four major compmnies wuntll Arvind lafotldl's two
sons Padmenabh and Hrishikesh were absorbed inte the group,
five years ago. In the context of the style of over=
centralized management, the cotry of the two young
afatlals hed a destebilizing offect on the delicate
equilibrium that had eXisted dmong the three older Mrothers
and vhich governed their functions within the group,

Padmanabh and Hrishiliesh in oo far ag they backed
their father and strengthencd his position in the top rungs
of the HMafatlal hierarchy, lessencd Yogindra and Rasesh's
influence within the group, fimt:her Lactor thot played a
role in driving a wedge between the three brothers mugt
have been, that Arvind Mafatlol mrobably sawv his son
Podmenath as the future head of the group after hin and
probably encouwraged him to plw such a role, if only in n
1linited veys This probably displeaned Yogindrn and Rasosh
Hafatlal in certain ingtances, Thirdly the two younger
{lofatlals, eapeciclly Podmenabh, who hed proved themsdlves
capoble in running the most profiteble enterprisecs of the
group puch as MohireTextile, probably expected to play o
progressively nore fmportont role in tha top nanagenent of
the group, As Buainess India pubs 4% ®They hod deen

'
t
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groomed to be the genercls of the army, not the coloncls.®
{Buginess Indin, 1979 2%33) This led to smme tonalons
gnd conflicts over the alldcation of defintite fumotions to
tho two younger llafatlals, They did not want to be
aurrogates to their uncles - Rasesh Mofatlal snd Yogindra
Hafatlal, Hor could the sons play the entircly independent
roles that would suit individualists. The irony was that
they wvere groomod by thelr father ond uncles thengelves
for playing such individualist and independent roles, Thus
there was a series of differences between the Lrothers, the
nogt important of them obout a year age, when it was
dnencbh Hafatlal should be inducted into
Standard Hills vhich was entirely in Rasesh Hafatlal's
charge, Rasesh was reluctant to grant any operationsl
autonomy to his nephe in t;xe company. Ihis prompted the
brothers to go their scparate ways (Buginesg Indis, 1979
28-30)s |

In Zact it is impossidble to understand why the
break between he YWrothers occurred unless the basic
digferences in personality and entrepreneuricl style of cach
Hafatlal are toion into account, thile Rasegh is rosh,
aggressive and prapered to take ridis, Yogindra is conservative
and Arvind, the cldest, strikes the balance bebwoen the
two, Thus thore wvare always fundenentsl differences
botween the three Wrothers each of vhom ran the whole
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group ap a nilitory set up (Buslness Indd

Though the Mafatlals too have became o house
divided, they nevertheless have retained mininal ¢ollabo-
ration with each other ond have regroupsd thwéelvas. hile
Arvind Mafatlel joined honds with hig cousin's son to forn
the eighth largest business house, Yogindra and Rasesh
vhile operating independently, wﬂi colloborateo on a
linited basig with each other through thelr cnterprises.
They thus do retain o mtam nininal cohesion Wﬁ,
India, 1979 34), -

The kinghip principle of succession and inheri=
tance in the Hindu fanily reflects tho spiritual and
naterial identification between father and son, Thus the
son is his father's successor more tham any othor agnate,
and this generated mﬁie‘ca between cousing, uncles and
nephews, In the Dharmashastras, a story is told in the
'Pali-Canon of a Shetti who dies without heir because he had
k4lled his brother's only son for the sske of property, in
his previous birth (Sontheimer, 19773 ), Thise kinship
principle can probably best explain hov in the Hafatlol family,
the father Arvind, encouraged his son Podnmanabh to become
the head of the group, The song too backed and supported
their father and strengtheéned his position, ¥ises-vig
their uncles,

It has been shown earlier that the fraternal joint
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fanily &5 only a temporary institution, Sshal soyst

Actunlly the pattefn of relationshi
undergoes a chonge after the entry in the
household of one or more ¢f the brotheras'
apouges ond more definitely after the
birth of children to them. This results
in the growth of nevw and rival loyalties
ses Sibling ties and conjugel tios are

- opposed forces... Conjugal tles prove
stronger ond eventually the brothers divide
their household, (Sahai, 19731 93)

The Hafatlal case has cleerly showh how entry of sons and

~ the desiro to give a prefercnce to one's owm sons destabilizes
the relotionship among brothers ond causes thenm to part
company with each other,

Anongst fanilial relationships the paternal
tmclennemw'rclaticmsﬁw is important and attains speclal
significance in business fomilies. \hile kinsaip principles
have clearly specified the relationship betwoen the Ego
ond his father's elder brother, the relationship between
the BDgo end the father's younger brother, is not clearly
deterninod,. A foxr references to these tw relationships
are found in the vords of Kakar (1982), Boss {1961) and
Sahat (1973),

, To understand the relationship between the Bpp and
his father's clder brother, the position of thoe eldest
con in tho Hindu fomily bDecomes crucial, Sudhir Kakor
v \ I_ .
The eldest brother as iuture hoad of the

fanily, holds an especially powerful
pasitism-, as on hig accession to family
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leadership, he assumes not only moral
authority and ritunl prominence in fauily
1ife but alsgo the ecorwmic responsibdility
for the fanily's survival and welfare,
Bia younger brothers and thelr vives and
children sre then oblifed to transfer 1o
hin the alleglance and obedlence, once
cormanded by the father. Thusg, the obligations
of respect and obedience of nephews and
:%égags guarde the uniin;e. who is the head of
amdly, custonar supercedea £1lisl
duty to their own father, (Rakor, 19822 117)

Highlighting the major diffeorences in the paternal
wncle-nophoy rolationships, Roas sayss

If an uncle 15 older then the father,

he mey cventu become heood of the

Joint £onily,...But if the uncle 1is the

father! g younger brother, hig role is

nore thon that of a cmmﬂtmt and advisor,

An uncle' s authority, over his trotherts

fomily increased if ﬁw Lather dled, for
theoreticnlly took over the father's

Hoso, 19618 $11)

Furthar Sahai in hor study of the Rastogt Business comminity
in Lucknovu finds: |

Uaclea gnd aunts £a1l into 2 catogories
£rom the polnt of view of thelr relotions
according ¢o thelr age tha father.
The £aother's elder br 8 and wives (called
% ond % respectively) arc given n respecte
and jerential treatment olmost like
em:s Father'a younger brothers and
their uwea i rospectively)
are {reated more as t‘ri 8, a5 conrultents
ond advigers to their nephews, In a
Ragtogl household where the leadermip of
the house goes to a younger brother rather
thon in the direct line of dissent tmc:lea
and aunis are very important relati
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particularly on the denth of the father,

This 4o 80...sin0e they are called upon

0 nanage fanily business and thelr resources

for their nminor nephewsa, Some Rastogl young

men treagted thelr uncles and aunts with same

- defercnce ns they gave thelr fathers and

motharas whlle others showed open indifference,

evan hostility for them. (Sshei, 1973: 84)

The chove citations show tho difference in the
relationship o nan has with his father's elder brother
mnd father!s younger tWwother. The kinship terninolocy used
for each of tho trothers (Lgy comes fron the vord
£at meanting elder) elso sugpeats the difference, Fram
those statenents 4t ¢an be infared that while ono relatione .
ghip $s formnl marked by deference, the other is informal
and open. Thoush some studics have suggested tho difference,
by and large kinship principles seem to be silent on thisg
relationdhip,. In this context it 1s important to remember
that avuncular conflict ¢an bo aparked off 4f the ape
difference betvecn the uncle end the nerhew is very glight.
This could have besn a commion ocourrence carlier vhon fomtlies
VEPE Very lorgl. | |

The nore or less open relationship between the
Shagha and tho bhatlidg scquires sopecial signifilcance in the
business context, where they intersct with each other and
co=-ordinate their activities in running the business Jointly.
Singe tho guthority of the ghachg over the Dhatlilda is not
clearly specified in the firm, criterin such ap nmerit,
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competence ond achlevement govern the relationship. In the
Hofatlal fomily both the nephéws, Podmonabh and Hrishikesh,
aroe capable end dynanic and hence dislike being subordinate
to thoir ghoghog, Yogindra end Rasesh, In the Kasturbhal
fonily the chachas Handi:thal and Jemabhal were incompetent
to run their company and thus feunited with thelr nephew,
Kasturbhai, who asaved the company from liguidation by
taliing charge of it (Tripathi, 1981: 207).

Theso two examples of the ghacha~bhakils relations
ghip in busincop fomilies, one frought with conflict, end
the other leeding to fanily unity, show clearly that the
fact that it is on entrémrencuricl family has decpened
conflicts 4n one cnse and cemented then in amother, In the
firot instence, both tho uncles and nephews aro highly
competent and indopendent and camiot be subordinate to each
other, In f:ée sccond insgtance ¢coenting occurred because
wneles wore, by their incompetence, subordinated to their
nephewo, Horeover cenenting océurmd becauge 1t is better
1:6 collaborate with relativas than outesiders,

1f, as shown above, the relationship between the
uncle and nophew 18 vaguely defined, then the relationship
between the uncle and hig cousin's som will be even more
vague, One con occount for an alliance of the latter type,
as 4t ocourred between Arvind and Hihir Hafatlsl, as one



130

guided by coomomic interests. And Just as in the Dalmia
Sahu Jain cagey vhen ldsses hove to be shared, it is
possible that the allience moy split up, Moreover, iHihis
- has 50% of tho fomily's assets under his control, If he

| tiécidaa to strike out on his o‘;m. the entire conplexion of
the Hafatlol group can change (Buginegs India, 1979 34),

. llereover to combat the combined strength of Arving and Mihir,

Yogindra and Rasesh will colleboratso with each other in the
nenagenent of thelr £ims, to a limited extent,

An inportant pofnt which has oontributed to the
digintogration of the Hafatlal family f£irm iz the nature
02 the top-level argenizational structurc in the Mafatlal-
graup, In the Hafatlol organization, responsibilities were
acsigned on o functional basis. Yogindra was in charge of
purchase of the raw naterisls and Rasesh was in chorge of .
marketing the group’s textiles, This style did not allow
any cutononous functicning to the younger generation who had
to be subordinate to their untles in every sphere, The
situation was compounded by the fact the nephews ware
professionally trained by their own uncles, o take on
individuslist roles in the company, and function autonomously,
In controst we f£ind thot in the Birla, Goenka mmd Bajaj
Lemily firme respongibilities were divided in tormg of
m&ependeir‘c charpge of the cospanies ctneerned, This style
mrevented clashes and olloved for the sutonomous functioning,

i
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theredy preventing splits., This strusturing of responsibi-
1ities for the management of the firm seens to be the
unique contribution of entreprencurisl styles to the
mte@aﬁimf&iaintegraﬁan of family firma,

The Hafatlol fomily alst shows the carry over of
frictions Zron the family to the firm and back into the fonily,
there kinship principly do not speclfy the authority pattern
botween tho ghachs and W, the friction that arisoes,
io roinforced in the firm md attains overt manifestation,
Hore the conflict intensifies so much that it Lo carried
over back into the fanily vhere the brothors resort to
rogidential sogregation, This puts the £inal seal on the
disintogration of the family firm, |

The last case study, that is avaliable is the fomily
Zeud in the Jalpuria family, The feud took placs between
Hunghi Ram Jalpuria's two song - Sita Ram, the nephew vho
wes adopted, and Raja Rem, the attaal gon who waes born 13
years after the adoption. Uhile 5itn Ram was glven the bost
oducation and training, the father's affection was focussed
on tho renl son, Rajs Ram, ‘-i'éia inevitably pave rise to
Jenlousies ond cmflicts between the two brothers,

The hosf;:ile mﬁ.’ma ‘betyeon the brothers were
denied overt expression until the father vwas the heod of
the £aaily business, The supprossed hostilitics between
the two brothors foaumd sn cutlet vhen the father rotired
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ond left the mansgement of enterprises to the two sons,
The r4vslrics wvere thus manifest in the btusiness sphere, In
the early *70s Raja Ranm started making overt moves %o
diplodge Sita Ron from his position as Chairmen of 5Qi, These
noves, Sita Ram sald, were instigated by Munghtu Ram with
vhon he hod fallen out of favour with the willing compliance
of Raja Ranm, - :
The event which brought the feud into the open was
the cotting up of Swadeshi Polytex (SPL), a polyster-staple
fibro nsufecturing unit by Sita Rem in 1970, Tho total
project cost vas N,43 ¢rores ond Swadeshi Cotton Mills, the
promoter compony, owed 30% shares in the new company. The
rest vas procured from finagneial institutions like the IDBI,
the LIC, the ICICI ond the IFCI, Of these, tho IDBI had the
bigroest finmmeisl otnke of IS, 1,94 crores, and it insisted
on some restrictive clauses, These vere, thelr prior
approval for change of the Chairnan, and for the sale of
SPL ghares and provision for equity conversion of tho loen.
Sita Ram vho was still the Chalrnan of 8CM was appointed as
the momapging director of Swvadeshi Polytex for a pardiod of
£ive years,

thile Suadeshi Cotton Mi1l was sufferins lossos
duc to extrancous foctors in 1974, Svadeshi Polytex Lid,
caerged o profitoble concern, In the fourth yoar of its
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produstion, SFL pade n profit of f,4,06 crores, is company
now becano tho prize for the battle between the Jalpuria
brothers, C

Rajo Ram, then observing the loss SX! was neling,
strategically ousted Sita Ram as the Chéirmm of 5CH ty
convening o megting of the Board of Pirectors, shere Sita Ram
was ruled unfit to manege the affalrs of the compary. Raja
Ram then took over as chairman h&mselﬁ; In 1975, the Wrothors
parted company, After Raja Ran's takeover SCH registered its
largest logn over of D.2.,95 crores. SCM was elso heavily in
dobt to the State @Wlﬁm&n& and had not been able to pay
the workers' wages. To overcome this situation the
company* s Board of Directors wented o sell thelr &5,10 lokhs
shares in 8FL. But they had to .se,é!ﬂ& the approval of the
finenclal institutions firet, IDBI persistently refused to
allow SCiI to sell the shares. Raja Ram then even accused
IDBI' g chairman, Rao, of being in league with S{ta Rgm, and
gtolling the sale of shares s0 ﬁmﬁ: Sita Ran could purchasge
then with the help of a third party. Vith this finanoial |
atolemate though no signs of being resolved, conditions at
81 Konpur bepgan to deterioraté, The district anthorities
then appointed a receiver to toke over the financial affairs
of the company and selze the m‘ﬂ 10 lalths shares in SPL,

Ho was later directed to sell taem to the highost |
bidder. |
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Vith SC1's lucrative sheres in SFL out of Raja
Ron's honds, his obaession turned to gaining control of
8Pk, Once agoin he tried to displace Sita Rem by stating
to the shoarcholders that Sita Ram ousted him from the
directorshdp of SPL, end was thus wnfit to gulde the affolrs
of the company. But 3ito Ran resorted to a counter-neasure,
and offered the profitable performance of his company as
Justification for remaining the monaging director. Obviously
the shareholdcrs were inclined to fovour hin, All the clouses
i.merpemtéﬁ by IDBI at the time of franting the loan to SPL
velghetheavily in Sits Ra'c favour, IDBI exercised its
option to convert part of its loan into equity, and thereby
' gained control of a 5% block of SPLYs sharcholdings ~ which
becamt crucial in oy f£ight for contiol of SPL, On the
other hand, though Raja Ran's original block of shares in
SPL has been reduced to 25% by IDBI, Raja Rem still haas
control of another 155 shares in SFL owned by his family
and various trusts. Horeover Raje Rao'e son, narried
Singhenia's daughter in 1977. The tm rothers tried to
gain control of SGM's ghares in SPL vith the help of a
third party and the battle between the trothers contimies
(Bobb, 19783 68-71)s

1t has already been shown that At is common practice
to odopt tho brother's son in the absente of one's own.
This practice however led t0 a rift vithin the family, vhen
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Mungtu Ram begot his own son, thile Mungtu Ran tended to
favour his blolopical son, the fact that he hed earlier
adopted his nephaw, meent that the latter hod an equsl clain
over his propertys MHoreover, wiile by the lav of adoption
the two sons wore Yrothers, biologically they were cousins,
Sontheimer has pointed out that rivalry between collatersls
and their descondants is early évidenced in the connotations
of the terms for brother (Hiratr) and trother's son
(phratrvya) which occasionally assumed the mesning of rival
or enery (Sontheimer, 19773 ).

1t ip the princdiple of inheritance and puccassion
thich can possibly best explain the rivalries between
~ brothers, cousing and even uncles and nephews in the Hindu
fcatlys thile laoying down the Hitakshara Lav of Inheritance,
Vijnonosvera digtinmuished the varying grodes of the
relation’s owmerdhlp in one's own property. Sontheimer
clucidates thio as follows

In the inmner ¢ircle of the relatives soms ond
grandsong have ownership in thelr faothers and
crandfathart s property as awatibandha deyoadas
or oyners vhosé ounershipts 'not accompenied
by an obstructiont...Vijnanesvera ingeniously
combined the notion of putra which made in
the traditional patrilinesl £ s “he son
and son's gon, primary iwi.rawume outawa
circle of relatims are sapratibandhs douadas
tnaﬁ is @re owners whose owmership is
%ramer then contingent,..and stille
dormant. not unreal but merely ineffectualee.
Thelr owership, 45 accompanied with obstruction,
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the obstruction being the exigtence of an
owner vho hag full control over his pro

or vhose control is only subject to the rights
of the apratibandha dayedas. Thus an
undivided Lomily m;thnsisﬁ of 2 types of
dayodas, ond ownership may be limited in 2
vays Q.f & Doy bhove o son B vhoge full
owmership is limited but who would galn a
higher degrec of eontrol over the propert

on A's his fother'g death, in preferenco t
A's undivided brother C, C'o ownerghip to
the full estate vas undor 2 obstructions

{ sapratibondha dayd) nonely the existence

of A and B; at the death of A onc of the
obgiructions censed, nb:mg: € 4id not gain
£ull control theroly, as B stood in nearer
relationshdp to A oh account of his being an
aprotibandbs dayadas .s.l/e notice that
Vijnonesvaera not only noles the sons amratibandha
dayadas but selects as fllustrations of
sapratibandha doyadas not the widow or -
daughter, but near agpates like the Lrothers
and paternal uncle,  (Sontheimer, 19778 121~23)

Vijnancaovara has thus clearly cutlined the line of
gucconsion in the Hindu fasily, In the Jatpuria famlly wo
find that their line of succession has pot ﬂm’re& because
the older adopbed son, Sita Ram, wag actually Mungtu
Rom' o nephev and hence a Sapratibvandha dayodas thile Raja
Ram was his owm con and hence the pricary heir, Tough,
according o lmy, by adoption, Sita Rem hed an cquel right
to inheritonce as Raja Ram, thio did not rule ocut the
posaibility of rivalrics between the two cousin btrothers.
Howover, rivalrics betweon cousins ond brothars is not
nev ond referonces to such fonily feuds can be Mdmce&
in the ancient mythological literaturs such as tho
Hohabharata, | -
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Together with the line of suctession, in the
Jelpuria fomily, tho suthority 1inc had also got bMlwrred,
Though Sita Red vas considercbly older thenm Roja Ramy his
authority was chollenged by the younger Wrother becouse he
was not the direct descendant of his father, In o large
fanily the head io supposed to maintailn a distonce towards
the younger gencration, to gvold Zavouritism to hﬁ.a own
children, amghtu Rad deviated fron this ideal by instiga-
ting mich of the quarrels between brotherd.

In tho Jalpuria tm-ﬁ [?g.ﬁ‘la“ s authority wvas so
great that until suchftme t&é‘& the sons were dependent and
uwnder his authority, they suppressed the rivalrics betwveen
thempelves, Ap Cohen gayss

Nepgative notions towards fonily menbors
especially tovards elders, ars penerally

denled overt expression, There might bde,

for onumple, intensge rivalry between

brothers for a parent's affection tut 4%

will usually take covert forms, (Cohen, 19741 29)

Thus femilliel principles themselves produce
stregses end strains in the ’buéineas femily. HNoreover,
the fect that these families are also entrepremeurial
fomilics, mntrmies to disintegration. I have found that
the £irn becones on impértant battle ground for the
brothers to fight, for here familial canflicts £ind an
outlet and assune the character of fights over contyol and
nenagement of companies. It is 'Iin the £irnm that the fight
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for power ¢an resch enormous proportions between brothers
and cousins as the Jaipuria case bring out, The rivalry
between the two cousing, was manifested in the f£irn vhere
~ Roja Ran tried to oust Sita Ran from his position as
Chalrman of SCH, He then fousht to gadn control of SCH's
chare in SPL s and £inally sought operational control over
SFL,

The diffarentisl performance of companies under
the control of member of the same fanily, Lo an important
factor vhich ﬁm exaserbate rivalries and Jealousics., This
4o cspeulally' true vhen ¢ne btrother heads o conpany
incurring logses; vhile the other heads a compeny noking
progits. "ﬁ-m parformonco of the company is also o
roflection éﬁ‘ the compotence and dynaniam of tho person
in cherge, Thus while Sita Red's Conpany SFL did owte
standingly well because of his cﬁmgetem:e end prognotism,
SC1 did not do so well, The pérformence of tho company
would olso bocome an important Lactor to safomuard the
pocition of {he chaoirman of the compay. YVhen SG1 was
showing losses Sita Ram was very easily disnissed by the
Boaord of Directorp. theén SPL was nating profits, he was
able to sustain his position despito many efforts to oust
him by his y:oxmger brothar,

The Jaipwria cage alegd shows us how company laws
have been utilized as sdditional weapons in the battle to
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gain control over the companies, Both the Jalpuria brothers
sourht recourse to law to outdo each other, On the one hond,
Raja Ron with the help of the board of dircotors tried to
oust Sito Ran as Chatrmen of SCM and SPL while Sita Ran
nede use of various restrictive clouses put forward by
IDBI, ngainst his cousin, to retain the control of SCIf*s
share in SPL vhich was his compiny, This shown us how the
1»@@51 apporatus can be utilized to Zurther individusl
interests not ncocessarily corporate interests, Dy being
universally applicable, these ctopany lews c¢en be utilized
to turn family neobers against ¢och other naliing then
encaies of one gnothey,

 Lostly, the most important point vhich emerges
fron tixia cose study is that though kinship principles have
played o major role in the initiation of the fanily foud,
but once the brothers becane hesds of the firns, these
conflicts and jJenlousies were carried over into the firm,
md took the form of quarrels for the ownership and control
of various conmpunies, Interestingly onough, the effect of
these conflicts in the £irn hove beon carried over bLock
into the fenily and the two brethers have oven ported
connany with cach other,:

Tho vorious casea of tho bregheup of family Lirms

. have ghown how kinship mrinciples themselves have been
inportant factors in the disintegration, However
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disintogration doso not inply the weakening of kinship
bonds, or tho dissolution of the forily firm, for rew
cligments along kinship lines ihave talten place. loreover,
evetj separated wmit grows into a new family firnm,

LA RS R}



CHAPTER VI
CONCLUSION

I have thus far attempted a detalled anslysis of
thae dynemics of the family f£irm in India By oxemining the
conditions that have mada for its exiatence; tho noymer in
vhich 1€ has responsded to the changing environment, in order
to persist; and finally the conditions under which it has
disinteprated,.

The intensive amdy of gomo thirteon femily firms
in India shows us that some family firms have bocome |
strongholds of business organization in Indin, such as
Birlaes, Shri Roms, Bajajs, Lalbhalee Yot thero ore othars
vhich have gtagnated such as, the Godred and VUplchandg, and
others vhich have aplit up such as Mefatlals, CGoenltag,
Juipuries and Dolmba~Schu Jatns, I will new elucidate the
noajor conclusions of this study.

1

Tho fonily firms in Indin have hed a long tradition
of business, ond a combinatibn of factors have made for their
persistence. In the functioning of the firm, traditional
familial principles are used, Dy far the most inportant
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principle for the or@mizatian; of business bas hean tw
authority structure in the family vhere the eldest nale is
cloo the head of the firm, However, this is tompered by
putual consuliations omong members for decisionenditing and
co-ordination, In the absence of a suthoritaricn heed, a
younger brother could becomo the head of the business as 1t
happoned in tho Birlas amd Lolbhai fenily £ivmg. Secondly,
the importancc of the son ond the principle of sucoession
are crucial for the perpetuaticn of eny foolly firo since
business has alvays been regerded as the nan's domaln,

Theo 14t osharo lav of inheritance by streesing the Joint
omership of proporty facllitates foamily control over
industry. Tho corporate character of the fomily pornits

~ the Joint ruming of the firm by mesbers of the Loolly,
Kinship aloo provides a regervoir of resources vhore affinal
rolotionahips con be utilized %0 expond the family firm,.
Thus in Indion trodition there ¢xisto o 'class £44' between
fomily ond businesg,

The organleational and legal structures of the
fonily f£irm glso cmﬁfxbizted %o 'its existence, The
agency cysten pernmitied the control of g large of
firms by one Lanily. Uith its cholition the now conpany
laws oloo facilitate family hold over industry by not
placing any restrictions on the muber of £amﬁ.y nembers
tho can be on the Board of Director, The rethod of inters
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corporate investments and inter-locking of directorships
1s important for the control of the fanily over the f£irm,
Cortain monogeriol styles such as paternalisn, nepotisn
and the over-centralization of authority also reflect the
Cinfluenco of gmmgl principles in the nanagenent of the
£irm,

Tho shove-nentioned conditions are¢ impertant for
the exigtonse of the famlly firm, houvever these -are not
mfficlent conditions for its survivel;, To copo with
internal fallures within the fenily, the family firma
neke various edaptations to survive, such as incorporation
of othor ralatives vhen there Lo an Insufficiency of sons
and thoe recognition of the conpetence of the younger sons in
the fomily., Fonily firns have hod to face o changing legsl
and occononic eavironment mgrked by the povernoent's stress
on rapid industrinl devclopment. Recently encourggenent
has beon given t0 the expansion of heawy and consuner
infustries and the introduction of modern technology, The
managing agency system has been abolished and nov company
lawa hove cmerged. Family firmo hove hod to nale a nusber

~ of adeptations in such a nilieu in order to survive and
expand, _ .
To facilitate the expansion éf the firms, fanilies
have had to nake the following adaptationm (g) Relingquishing
tight finoncinl control over their firme; (b) incorporating



shl

professional managers into the firms, Howvever the
operational control of the femily over the firms is sought
£0 bo retained bty (1) inparting cdusation ond professionsl
training to cons and giving them prastical training within
the firms before they assume responsidility; (i1) con-
conitant vith this trend towards professionslism, the
anily firms also confer autonohy to the sons for the
monogenent of entermrises, This is reflected in the panner
in vhich cach fomily member is indopendently put in charge
of certain companics. Vithin this arrongenent, competent
song are placed in charge of a large nunber of companies
and hence are rogarded as the leaders of the group. This
has been made evident in the case of A, Birla, R. Bajal,
Rajm Nenda, Vinay Bharat Ram eétc, Besides conferral of
autonony, indusirial femilies anlso show a marked approvel
of the shift to professionalisy edopted by young entre-
Proncursy |

By mohing these adaptations, fomily firms are
moving with the times and are sdle to retain zmzy hold
over enterprices, vhile expanding the firms. Hany of the
large business houses wo have stuied such as the Goenkas,
Shri Remg, Birlas, Bajajs, ere entering into foreign
collaborations and are setting up vorious industries in
foreign couniries. Some are alsp beconing ml%ﬁ&aml
corporations, vihefy are now codpeting in o world market,
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a[&e nesy geﬂerétion of entreprendurs such as Aditya Birla,
Rajon Nands, Rahul Bajaj, Vinay Bharat Ram have set in
notion a new entrepreneurial atyle, This style is
characterized by (a) on cophasis on quality ond productivity,
and (b) an emphasis. on:1 vestnent in Rescarch and
Devclopnen® especlially vhere the firm fates gompotition
fron obrosd and knowshov cannot be inparted,

Degpite these chenges howaver the monpgement style
continucs to be conservative in other respects. There
continues ©o remain a heavy emphasic on accounts mnd financiol
managesent, so chaoracteristic of trading commmities,
Investomts ave nade in areas vhere there is less risk and
an assurance of sure and quick profits., Rapld expansion
tarouth acquisition instead of the establishment of new
indugtrics, olso reflects a concern vith accountsa,

Hore inportantly our studies show that even in a
chacnged environment, there is g presium on the co~operation
of relatives vhere there exists an informal understending
anong nexberd, loyaltics ore maintained smd ﬁie authority
gtructure is accepted, However, a new trend seems to be
cnerging, as Rehul Bajaj enters into parineraship with his
Iriend Viven Shach vho is not related to hin, Thare is aleo
a trend towards the formatlong of new fanily firms vheore
two of them nerge into one such as the Goanka~Poddars,
Kirloskar-Aning, ond Singhonia~Jaipurias, Even though
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sons are given autonomy, they dare still sudject to the
control of tho family. In fact the leading entreprenewrs
guch as A, Birla ond Ramzl Baja) of the fonily firms, think
nothing of inposing their autierity over other juntor
nenbers of the ;fesai}.y; | |
Theose adaptations which are essential for the

purvivel of fomily firos have mede them strongholds of
business organization in Indin, But our case studios show
that 1t L5 not alvoys that fanily firmg cucceed, ond some of
then have stapnaeted or disintegrated, The Godred and
Jalchand coses ghow how an imvillinmeas of the fanily to
relinguicsh finanetol control and grant autonomy the younger
genaration become gerious hinderances for the exponsion of the
£irm, Our gtudics shoy that fanily firme hove disintegrated
under the following conditionst

(a) Adoptive practices employed to overcome internel
failures in the family, may at a later gtege meke the
Gisintegration of the family firm. The ghoonce 0f sons
as heirs to tho business, neceasitates the incorporation
of relatives guch as nephews and sonse-inelav (vho lack
on identificotion with the family) wvhich leads to dis-
integration. Thig happened in the Cose of the Dalmiow
Sshu Joins and the Jaipurias,

(b)]in the case of the Dalntas and the Joipuriss the abscnoe
of a well defined authority structure md a 3inc of
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suceession within the fanmily vhich could not be utilized
for the nanagoment of téze £irm, causes the hresk up of
the fanily fLirma.

(c) Kinship principles such as the Mitolkshara law of
tnheritance can themselves meke for the division of
aspets among nembars of the family as 4t took plece
in the case of Goenkas, Walchends ond Lalbhaois,

(8) The embiguity of kinship principles wtta regard to
certain mc_i.al relationships such as the ghaoha~bhg ,
relationchip can creste dissensus within the fomily £irm
especially vhen theso individuals have to fumotion together
in business, Thie was found in the Mafatlals fanily.

{c) Organizationdstructure of tft;p level monagenoent vhere
responsibilitics ore 4ivided on a functional basis,
stultifics initiative and sutonmony and ereates tensions
in the fanily f£irm, The economic performance of the £irm
can holghten rivelries and lead to disintegration. Vhere
the firm suffcrs losses, as in tho tage of the Dalmiaw-Sghu
Jain fapily, relatives may have no more to gain by staying
together, Vhen one branch of the family is prospering
and the other 16 making losses, this naoy provoke rivalries
and Jealousles between Wrothara and cousing asz in the case
of the Jalpuria family.

(£)  Tho fiscal and company laws are universalistic

in nature and hence offer no protection for the maintenance
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of particularistic ties, Henke they are smensble to
panipulation by family members to fwrther thelr individusl
industrisl economic interests ond cen thereby be used as
additional weapons €0 bresk up fanilial and kinghip bonds,
T™is was found in the Jelpuria and Dalnia family Zirms,
(1) Finally, the process of disintegration is focle
litated by foedback of conflicts from the fanily, into the
£irm and back again into the family as noted in the Mafatlal
ond Jadpuria cosed, | |

I have thus outlined the major eonclusions of my
study. From here, 1t will be prudent o go a step further
ond ngsogo the implications of the disintegration snd
continuation of family firmaz on thelr economic performance,
Owr study indicates four 'ma,jqr trends in this spheve,
(1) There are s number of fanily firms where family
hold over enterprises is strong, and have rocorded a high
dogroe of grovth and expansidn, owing noinly to the |
adaptations thay heve mode t0 changing industridl caviron-
neonts In this category, we ¢ould place the Birlas, Lalbhals,
Bajajs, Shri Rams from our study, and a mumber of others
ouch as the Hodis and Singhantas,
(2) The geocond trend ghows that certain fanily firms
mach as the Codred and the Valchands with a £irm hold over
their enterpriges have not expanded and grown. In both
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the Hurty Group end Chand Brothers £anily cohcsivenese has
negative consequences for company growth in the sense that
it has prevented them from utilizing the talents of
professiongls, Tho main reéason for this appears to be a
rcluctance on the part of these firms to meke major
adaptations by giving autonomy to sons, employing moe
fossiondls and relinquishing tight finaneial control

ovar the firn, |

(3) Certain family firms which heve disintegrated such
ac the Hafatlals and the Goenkas menifest o trend towards
mcreaseﬂ' expansion and prowth after the geporatian,
Finencial enslysts have predicted that such gplits will
pave the way foar cxpansion rather them their dec‘linm Tvo
reasons have been given for <50 ‘o
Mafotlod caso, pre brotiers dlorlay Sundocntol ALl

in their menagericl styles, "the diviolon of tm Fgege s Qi Ee Yo
nore manggeable subgroups is likely to make aivwawieaﬁm
casier and increase the groups management obility,.®
(Buginegs Indig, 19793 35)  (p) In tho Mofatlal and CGocnita
cases dislintegration has given a new impetus for growth by
fogtoring compotitiveness betuoen the brothers, Kosbetar
ond Roy show how each of the Goenka brothers is starting
nevr projects and getting his aights on rapid expansion
(Rasbekar and Roy, 19821 55), This trend shovs disintegration
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gronto cutonoay $0 entreprencurs in rumning the firms naking
wvay for oll round industrial expansion.

(&) The f£ingl trend disployed by our study indicates
that vith disintegration onc separated brench of the

Zamily firn prosperous while the other btronch elther
stagpoten or declincs. This 1s scen in the case of the
Schu Jadn-Dalofa combine and S.R, Joipurie-fli. Jaipuria
foily firm. Surprisingly enouch there 1o no case of
disintegration thich reflects the dissolution of tho fanlly
£irn, There io 1o evidentco to suggest that the £ailly firnm
is giving vay to the oodern corporation oparating aolaly.
on universalistic principles. e cases shov only the
disinterration of the originel fanily f£irm into onaller
separate units, vhich become nodel points for the grovih
of nev fanlly firms as each of them agatn operato on
fonilial ond kinship principles. Morcover the disintegration
of tho fanily firm does not preclude the possibility of
resligments end collgborations slong kinship lines, Thus
one ¢on conclude that the very breazdown of the mmy
£irn pows the sceds for the growth of o new orop of feolly
firms. Ve con then, broodly arree with those vho say

that fanily firns continue to dominate the industrial scene
in this country, Our findings then, seen to contradict
tac pooitions taken by Benedict, Nafzigar end Kholaf and
Shwayrd who hove viewed fanily firms as importmt only in
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the carly stapes of the growth of the firp ad initlal
otages of industriclization, From my gtudy thore is no
ovidence that Lonily held over the £irm has wegkoned, 1t
has only pot nodified, This ig =0 degpite a history of
industrialization extending almost beyord o century,

liow, 1t vill be useful to clucidate wvhat lipht
this otudy can throv on the nature of India's industrialie
zation, Fomily £irms continue to be the major units of
tusinoss orgenigation, propelling industrialization, They
contimue to retain operational control, thouch copital s
provided by rublic institutions and banks., The paternalistic
nonogeaent atyles are not inimiocnl ﬁo the growth of the firm
ond industrinl defvclégment. There 1o a strong cophasis on
accounts and financisl monogehent of the firmg, choracterized
b7 o trend tovards rigk-free investnonts, and quick, sure
profits. The next section now attempts $o highlight tho
inplications of industrialization on social change in
Indla. |

In this section I shall attcapt to relate ny
£indings on fanily £irms to the general debate on
irdugtrialization and social change in India, The two
doninont viocws on this topic have already beecn hiphlighted
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in Chapter I. It 111l be uscful to recall then at this
atago. o

Singer in hig study of the impact of industriali-
zation on Indian soclety £inds reason to arguc that Indien
tradition has enowh resuiaéae to incorporate nodernity.
Hug, ho finﬁs that social choenge in India i a case of
wraditionalizotion of modernity,

Ag opposcd to thig view Ssberwal has taken the
vogition that industrialization itself has beon of a
lintted nabre mmd hence 4to 4mpact has not yet bem so
thorough~going os it has beeh in the advanced couniries.

Recently o third view has been put foruword by
Andro Gunder Fronk (1970) who naintains that in the third
vorld :.z tradition is persisting, it Lo because the
precess of developnant Ltsal;f‘has teen dlstortod.
Copitalisn, he pays, has grown by utilizing traditionsl
- social ingtitutions for its own ends. Hence it is neither
a case of troditionaiization of modernity, nor a case of
glov modarnization, tut is itacd? a case of distorted
noderntzation, |

I shall now try fo rclate ny findings to theae
throe strends on the debate on industrialization ond sociel
chonge. These L£indings can only be pointero in one
direction, tut no uneguivoeal anower can be givan,
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The mogt important conclusion vhich cmorgoa, on
tae fopact of industrializatioh on gociety, is that hinship
principles continue to be domingnt fn the organization of
entreprencurial activity and fhat indugtrianlization has not
crodod fanily ond kin ties, Lven thoush entreproancurial
fomilies hove broken up inte conjugol units, industriglists
contimie to rely on £aaily ond kin notvorks for the expansion
of thoir fir;s. Although theve is evidence today of the
brook-up of Lomily £irps, o closer exanination demonstrates
that such digintegration only paves the uvmy for a new
generation of Lenily firus, |

Ny study olso mi:;ta cut some inportont conti~
miities that exist in the traditicn of Indian business,
walch are heléﬁzl to assess the impact of indugtriaclization
on soclal cheafc, | o

| It 10 possible to become inpressed vith tho
capaasio on compe‘t@we and achievenent in contenporary
| fonily £irms, There orre mayy excnples to oupport thoe viey
that valle all rclatives are protocted in a £anily firm,
wiere is o recogaition of talent, gnd the more conpetent
cons end nephows oro given pivotal pogitions in the
nanagerial hierarchy. Hoveveér tho case of Kasturbhal
Lolvhal and Lola Shrl Qan iadicates that this practice s
not entirely new,
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| It is true that in order %o survivo in bugineas,
industrisl onireprencurs todoy need to be ckilled, not
nercly in menasing kin ties, but olso nanipulating political
ties. K.E, Dirla hos begen an ardent supporter of the
ruling Congress end 80 has been Sita Rom Jainuria. 7These
political linkiages have been used bty industrialists to
oot up various inmdustrics, Bita Ram'e considerable
- influence vith Indirc Oandhi, enabled hin to cot up the
Svafieshi Polytox Ltd in Cagiabad, Sita Ram hos been o
Heaber of the Rajya Sebha £ron 1962-1974 (Bobb, 1973t 89),
But the tredition of remaining close to the source of
political power is again not nov 0 indusirislists, It is
weld konown that G.D. Birls played en active role in the
freedon strupgrle end since then has alweys becn involved
in politico, Ilc poyst A businesman's karmn is t0 omass
vealth and his dierma is to provide for the general welfare,
If politicel nction i fmvolved in this, I don't aeo vhy
I chould fight ghy of 1%,® (Dubashi, 19303 14)

that oppears then, as new in Indisn industries is
the content of eotreprencurial style 1taclf, %oday, it 1s
rceopnized thot a competent i.m\:stﬂel entreprenour needs
to be vell~nequainted vith new techimology, md modern
businegs practicess Yet even in nonagerial styles, the
caonge is not so drematic, The present gencration of
Indian industridlists share wvith theilr forefathers the
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enphasis on financial management and display o conscre
vatign in tuginess techniques,

These findings hw;evef camnot ¢omstitute a
sufficient bacis to support any one of the dominant views
on industrialization and soeial change. To do this, o
nore intensive research exercise is required vhich will
hopefully be possible in oy FhD. work.,. On the basis
of my study hovever 1% is only possible to stress the
contimuitios that persist in Indian trodition, despite
inductrialization. From here I conclude that industriali~
2ation has not had o revolutionsry impact on socloty
in India,

senes
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