
 

CORPORATE ADMINISTRATION 

 

UNIT 2 

Meaning of memorandum: 

 

It  is  the  most  important  as  well  as  the  primary  document  of  the  
company  without  this document  no  company  can  be  registered  in  

India.  Hence  it  is  also  called  as  life  giving  document or  character  
of  the  company  it  defines  companies‟  relationship  with  share  holders  

and  outside world. It has to be divided into paragraphs, consecutively 
numbered and printed. 

 

Purpose of memorandum: 

1. The intending shareholder who contemplates investing in a company 
should know the field in or the purpose for which it is going to be used & 

the risk he is taking in making the investment. 
2. The person dealing with the company should know, whether the 

contractual relationship he contemplates with the company is one relating 
to matter which is within its corporate objects 

 

Clauses or contents of memorandum of Association 

 

1. Name  Clause:  -  This  clause  contains  the  name  of  the  company.  

The  name  selected should  not  be  similar  to  that  of  the  existing  
company.  The  name  of  the  company  must  be approved  by  the  

central  govt.  The  name  of  the  Public  company  must  have  limited  
and private  company  must  have  private  ltd.  If  company  is  formed  

not  with  the  object  of declaring  dividend,  but  to  promote  culture,  
art  etc.  The  central  govt  may  permit  the company  to drop the word 

limited. 

 

2. Situation  or  Domicile  Clause:  -  In  this  clause  the  name  of  the  
state  in  which  the registered  office  of  the  company  is  situated  is  

mentioned.  This  clause  fixes  the jurisdiction  (limit)  of  the  court  
for  all  the  legal  matters  and  that  of  the  registrar  of  the company  

for  the  company  manners. 

 

 

3. Object  Clause:  -  This  clause  defines  the  object  for  which  the  
company  is  formed.  The object  should  be  legal  and  must  not  be  

inconsistent  with  the  companies  act.  The  object must  not  be  the  



general.  A  company  is  not  legally  allowed  to  carry  any  business  
other than specified  in this clause. 

 

4. Liability  Clause:  -  This  clause  states  that  the  liability  of  members  
is  limited  to  the  face value  of  the  shares  up  by  them.  If  members  

have  already  paid  some  amount  on  shares,  he can called upon to 
pay  only  the unpaid  amount  on shares. 

 

 

5. Capital  Clause:  -  In  this  clause,  particulars  regarding  the  amount  

of  share  capital  with which  the  company  is  proposed  to  be  
registered  and  the  division  of  share  capital  into  a fixed amount 

are  included. 

 

6. Association  or  subscription  Clause:  -  The  subscribes  to  the  
memorandum  will  give  a declaration  to  this  clause  and  express  

the  desire  to  purchase  a  number  of  shares mentioned against the 
respective names. Alternation of memorandum of association 

 

7. Succession clause (applicable only for OPC):- this clause shall state 
the name of the person who in the event of the death or incapacity to 

contract of the subscribers, shall become the member of the company. 

(This clause shall be the part of association & subscription clause) 

 

Alteration of MOA [section 13 (1)] 

 

(1)  Alteration  of  Name  Clause Steps or  Procedure:  - 

 

a) Ascertainment : The  secretary  has  to Ascertain  from  the  registrar  

whether  the  proposed  name  is desirable or not 

 

b) Written approval from Central government: -  If  the  registrar  informs  
him  that  the  name  proposed  is  not  desirable  then  the secretary  has  

to  obtain  written  permission  from  central  government  for  changing  
the name. 

 

c) Board meeting: -  The  secretary  has  to  arrange  a  board  meeting  
for  recommending  the  changed  name to the  members and to call  an 

extra-ordinary  general meeting. 

 

d) Special resolution: -  The  secretary  has  to  get  the  special  resolution  
at  the  extra-ordinary  general meeting. 

 



e) Copy  of  special  resolution  to  registrar:  -  Within  30  days  of  
passing  a  resolution,  a  copy of  the same has to be  filed with the  

registrar. 

 

f) Obtainment  of  fresh  incorporation  certificate:  -  On  filing  of  the  

resolution  the  registrar makes  necessary  changes  in  the  register  and  
issues  fresh  certificate  of  incorporation  with changes name. 

 

g) Arrangement  for  change  of  name:  -  The  secretary  has  to  arrange  
for  the  change  of  name on  all  the  documents  and  seal  etc  and  also  

should  inform  all  the  parties  who  are  dealing with the  company. 

 

(2)  Alteration  of  domicile or  situation  clause: 

 

a) Change  within  the  City:  -  If  a  company  wants  to  change  its  

registered  office  from  one place  to  another  within  the  city,  town  etc.  
The  board  of  directors  will  pass  a  resolution and the same to be  

informed the  registrar within 30 days of passing  the resolution. 

 

b) Change  within  the  State:  -  A  special  resolution  must  be  passed  

and  a  notice  of  such change  should be  given to the registrar  within 30 
days of passing  the resolution. 

 

c) Change  of  registered  office  from  one  state  to  another:  -  The  

shifting  of  the  registered office  from one  state  to another  involves the 
following  steps:  - i) Passing  a  special resolution at an extra-ordinary  

general meeting. ii)  Filing  a  copy  of  resolution  with  the  registrar  of  
companies  within  30  days  of resolution. iii)  Under  section  17  of  the  

companies  act,  the  company  may  after  its  provisions  of memorandum  
of  association  by  special  resolution  with  the  permission  of  central  

govt  and the  information  about  the  change  of  registered  office  to  be  
given  to  the  parties  dealing with the  company. iv) Getting  a  certificate 

of registration of  the transfer from the  registrar of both the  states. v)  
Giving  a  notice  of  a  location  of  new  office  to  the  registrar  of  the  

state  to  which  the company  is shifted within 30 days of the  transfer. 

 

(3) Alteration of object Clause: - 

 

A  change  in  object  clause  can  be  affected  by  passing  a  special  
resolution  and  with  the sanction of central govt. 

Steps or procedure to change the object clause 

a) To  arrange  board  meeting,  to  discuss  the  proposed  change  and  also  
to  call  an  extraordinary  meeting  to pass  a  special resolution. 



b) To send notice  of  extra-ordinary  general meeting  to all  the members  
and also to debenture holders, creditors  etc. 

 

4) Alteration of capital clause: - 

 

A company  may  alter its capital at the  general meeting  for  the  following  
purposes.  1)  For  increasing  the capital 

2) For  reorganization of  capital 

3) For reduction of capital 

 

As  per  section  94  of  the  companies  Act,  the  company  limited  by  

shares  or  guarantee and  having  share  capital  if  so  authorized  by  
articles  may  alter  the  share  capital  in  the  following ways:  - 1)  

Increases its shares  capital by  the issue  of new shares 2)  Consolidate  
its share  capital 3)  Convert its shares into stock and vice-versa. 4)  Sub-  

divies  its shares into shares of into shares of smaller amount. 5) Cancel 
the shares which have not been taken. 

 

Procedure to increase authorized  share  capital 

 

1) To see  the articles allow  the company  to raise the  share  capital 

2) If  not resolution is required 

3) To convene  a  board meeting  to fix  a  date, time  and venue  of  general 

meeting 4)  Notice  in writing  to be serve  to the  members  at least 21  
days before  the  general meeting. 

5) To hold general meeting  to pass ordinary  or special resolution with 
3/4th  majority 

6) A  copy  of  resolution  passed  at  the  general  meeting  with  regard  
to  increase  in  capital  to  be filed  with the  registrar of  companies.  7)  

Other  documents  such  as-memorandum  of  association  articles  of  
association  and  demand draft to be  filed with the  registrar. 

 

 

 

Procedure for consolidation or subdivision of shares 

 

1) If articles don’t permit, resolution is required to alter  the articles. 

2) Board meeting to be convened to call for ext  general meeting. 

3) Notice of extra-ordinary general meeting to be given to the members and 

they  are  asked to surrender their old share  certificates. 

4) Issue  new shares certificates 



5) Copy of consolidation and subdivision of shares to be filed with the 
registrar. Reduction of capital An  extra-ordinary  general  meeting  has  

to  be  convened  for  the  purpose  of  passing  a  special resolution.  After  
passing  the  resolution  a  petition  must  be  made  to  the  court  for  

obtaining confirmation of special resolution for reduction of capital. 

 

The duties of secretary in connection with reduction of capital  1)  
To arrange  a  board of  directors meeting,  to consider a  plan of  

reduction and to fix  the date of  extra-ordinary  general  meeting. 

2) To send the members the  notices of extra-ordinary  general 

meeting. 

3) To  get  a  special  resolution  passed  at  the  extra-ordinary  general  

meeting  for  reduction  of capital 

 

Doctrine of Ultra Vires 
• The objects stated in the Memorandum of association define the 

field of industry within which the company must confine its 

activities. 

• When a company acts beyond its objects, it exceeds its legal 
capacity & its powers under the Memorandum; such an action 

is stated to be 'ultra Vires', the memorandum is void. 

 

 

Articles of Association (AOA) 

 

• The  articles  are  the  internal  regulation  of  the  company  on  
the  basis  of  which  its  internal affairs are managed. They lay 
down the powers of directors, share holders and officers. 

Articles must be printed divided into paragraphs, numbered 
consecutively and signed by each subscriber of the 

memorandum & filed with the registrar. 

 

 

Contents of articles of association 

 

1. Share capital & variation of rights 

2. Calls on shares 

3. Transfer, transmission, forfeiture & surrender of shares 

4. Issue of share warrant 

5. Alteration & reduction of capital 

6. Voting powers of members 

7. Borrowing power 



8. Proceeding at the  board meeting 

9. Appointment, powers, duties qualification, remuneration etc of directors 

10. Appointment of managers, managing director & secretary 

11. Dividends & reserves 

12. Maintenance of books of accounts & their audits 

13. The company's seal 

14. Winding up 

15. Share certificate 

 

Alteration of AOA 

 

• A company cannot replace existing articles. It can only change 
the regulations contained in the articles. 

(a) A decision in the meeting of board must be taken to change all or any 
regulation of existing article 

(b) The change must not increase the liability of any member & the change must 

not provide for expulsion of a member by co 
(c) A notice calling general meeting should be sent to every member at least 21 

days before the meeting 

(d) If shares are listed in stock exchange than notice must be sent to stock 

exchange 

(e) a special resolution should be passed by the shareholder in the general 

meeting 

(f) A copy of resolution must be filed with registrar within 30 days 

(g) Necessary changes must be made in all the copies of articles 

(h) After article have been altered, then 6 copies of such amendments (one copy 
must be certified copy) should be filed with stock market 

(i) If the effect of alteration is to convert a public into private co, the approval 

of central government is necessary. 

 

Difference between MOA & AOA 



 

It is primary & fundamental 

document of company 

It's secondary & subsidiary document 

of company 

It can be altered by special resolution 

& central government approval 

It  can  be  altered  by 

 special resolution  without 

 central government approval 

 

 

Advantages of incorporation 

 

1) independent corporate existence: 

2) limited liability 

3) perpetual succession 

4) common seal 

5) transferable shares 

6) separate property 

7) Capacity for suits 



8) Professional management (attracting professional managers) 

 

Disadvantage of incorporation 

 

1. Lifting of corporate veil- though for all purpose of law a company is regarded 
as a separate entity it is sometimes necessary to look at the person behind the 

corporate veil. 

A) determination of character: 

B) For benefit of revenue: 

C) Fraud or improper conduct 

D) Under statutory provision 

2. Formalities & expense 

3. Company not a citizen 

 

 

Capital Subscription:- Public  company  having  share  capital has to  undergo 

2 additional stages:- 

a) Subscription stage 

b) Commencement of  business 

 

 

Stage III: Raising capital or subscription of capital 

 

 

• After the company is incorporated, next stage is to raise the necessary 
capital. In case of a private limited company, funds are raised from 
members or through arrangement from banks and other sources. In case 

of public limited company the share capital has to be raised from the 
public. 

• In  the  capital  formation  stage  the  company  has  to  make  necessary  
arrangements  for obtaining  necessary  capital  for  the  company. 

 

A) preparation of a draft prospectus 

B) Filing a copy of prospectus with ROC 

C) Issue of prospectus to public by notifying in a newspaper 

D) If minimum subscription has been received, shares should be allowed to 
applicants 

E) Listing of shares in stock exchange 

 

 

 



 

Minimum subscription 

 

• It is minimum amount of shares subscribed by the public before the directors 
can proceed to allotment, 

• The amount of minimum subscription is fixed by the memorandum & articles 
& named in prospectus under heading ie preliminary expenses, underwriting 
commission, working capital etc. 

• When a public company invites the public to subscribe for its shares, it cannot 
allot the shares until the minimum amount stated in the prospectus has been 
subscribed. This amount stated in the prospectus is known as the minimum 

subscription. 

• A company must receive a minimum of 90% subscription against entire issue 
before making an allotment of shares to public. 

• (If no such amt is fixed than whole of capital is offered for subscription ) 

(To ensure that co cannot commence business without adequate capital) 

 

 

Prospectus 

It can be  altered by  special resolution without any  approval from court 

or  central  govt. The  companies‟  act  1956  defines  prospectus  as.  “A  
Prospectus,  notice,  circular, advertisement  or  other  document  inviting  

offers  from  the  public  for  the  subscription  or  purchase of  any  shares 
or debentures of  anybody  corporate”. 

 

Objective of prospectus: 

 

1. It informs the company about the formation of new company 
2. It serves as written evidence about terms & conditions of issue of shares & 

debentures of a company 

3. It induces the investors to invest in shares & debentures of co 

4. To preserve the authentic record of the terms on which the investors have 
been invited. 

5. It describe the nature , extent & future prospectus of the co 

 

 

 

Contents of prospectus: - 

 

Section 56 of  the companies act lays down  that every  prospectus shall  have 

– a)  State  the matters specified in part  I  of schedule  II  
b) Set out the reports specified in part II of schedule II. 



 

Part I of  schedule II 

 

I. General Information 

 

a) Name and  address of  registered office  of  company. 

b) Consent of central  govt for  issue. 

c) Name  of  regional  stock  exchanges  and  other  stock  exchanges  when  
the  application  is made  for  listing  of present issue. 

d) Provisions  of  sub  section  1  of  section  68  A  of  companies  act  

relating  to  punishment  of fictitations  prospectus. 

e) Statement  of  declaration  about  refund  of  money  is  the  minimum  

subscription  of  90%  or not received  within 90 days  from the date of  
close  of  the issue. 

f) Date of  opening  and closing  of issue 

g) Name and  address of the  auditors, underwriters etc. 

 

II. Capital Structure of the company 

 

It includes  authorized capital,  issued capital, subscribed capital, paid-up 
capital etc. 

 

III. Terms of  present time 

 

a) Terms of  payments 

b) Rights of instrument holders (deposit holders debentures holders) 

c) How to apply  –  availability  of forms, node  of payment etc. 

d) Any special tax  benefits for  the company  and its share  holders. 

 

IV. Particulars of  issue 

 

a) Objects 

b) Project cost 

c) Means of financing  (including  of the  promoters) 

 

V.  Company Management  and  Project 

 

a) History, objects and present business of  the company. 

b) Promoters and  their  background 

c) Names, addresses and  occupation of  manager, M.D and other  directors. 



d) Location of  the project 

e) Plant &  machinery  technology, process etc. 

f) Infrastructure  facilities like  water,  electricity, transport, banking  etc. 

g) Nature  of products  –  consumer  or industrial products. 

h) Implementation of the  projects so far. 

 

VI. As per  section 370 (1B) any capital issue  made  during last 3 years. 

 

a) Name of  the  company 

b) Year of issue 

c) Types of issue 

d) Amount of issue 

e) Date of  closure  of issue 

f) Date of  completing  share  certificates 

g) Rate of  dividend etc. 

 

VII.  Outstanding  litigation  pertaining to 

a) Matters that affect operations,  finance  including  disputed tax  liability  

of any  nature. 

b) Criminal prosecution launched against  the company 

c) Particulars  of  any  default  in  meeting  statutory  dues  towards  
instrument  holders  like debenture holders deposit holders etc.  

 

Part II of schedule II 

 

I.  General Information 

 

a) Consent of directors, auditors, advocate, managers  etc to issue. 

b) Expert opinion obtain if  any 

c) Reasons for  change  of directors, auditors in last 3  years if any. 

d) Authority  and details of resolution passed for  issue. 

e) Procedure  and time schedule for  allotment and issue  of certificates 

f) Names and addresses of company secretary, legal advisors, auditors, 
managers etc. 

 

II.  Financial  Information  [Reports to be  set out] 

 

a) A report by  auditor  of the  company  with respect to:  - Profit  and 
losses and  Assets and liabilities The rate of dividend for each class of 

shares. 



 

III. Statutory and  other  Information 

 

a) Minimum subscription 

b) Expenses of  issue  giving  separately  fee  payable to  – Advisors 

Registrars to  the issue Managers to the issue  etc.  c)  Underwriting  
commission and brokerage 

d) Previous  issue  for  cash 

e) Date of  purchase  of  property 

f) Details of the  directors and their  remuneration appointment etc. 

g) Rights of members regarding voting, dividends etc. 

 

 

STATEMENT IN LIEU OF  PROSPECTUS 

 

A  public  company  not  raising  its  share  capital  from  general  public,  

need  not  issue  a prospectus.  However,  it  should  file  a  „Statement  in  
lieu  of  Prospectus‟  (Which  contain  almost  the same particulars)  with 

the  Registrar. This  document  must  be  in  accordance  with  the  
Schedule  III  of  the  Companies  Act  and must  include  practically  the  

same  information  as  required  in  the  prospectus. 

 

If  a  private  company converts  into  a  public  company,  it  has  to  issue  
a  prospectus  or  file  a  statement  in  lieu  of prospectus to the registrar. 

 

Difference between prospectus & statement in lieu of prospectus 

 

Basis Prospectus Statement in lieu of 

prospectus 

Meaning 

 

It is document inviting 

the public to subscribe 

to the share capital of a 

company 

It is a document 
prepared for filing with 
the Registrar. It is an 
alternative to 

prospectus 



Purpose It gives wide publicity 

to the company and 

provides share capital to 

the company 

It is prepared only for 
completing the legal 
formality & not for 

capital 

Filing It meant not only for 

filing with registar but 

also for capital raising 

It is meant only for 

filing with the registrar 

Basis Prospectus Statement in lieu of 

prospectus 

Contents The prospectus gives 

detailed information 

about the company 

The contents are similar 

to that of prospectus but 

form in detailed 

Who 

prepares 

It is normally prepared 

by big companies 

It is normally prepared 

by small companies 

For 

whom 

It is meant for public at 

large 

It is meant for friends 

& relatives 

 

 

Stage IV : commencement of business 

 

Commencement of business: The  commence  the  business  the  business  
commencement  certificate  is  required. 



To obtain this the following  conditions must be filled. 

1. A  prospectus  or  a  statement  in  lieu  of  prospectus  has  to  be  filed  

with  the  registrar  of  the company 

2. The  number  of  shares  allotted  should  not  be  less  than  the  

minimum  subscription  as  mentioned in the  prospectus. 

3. If  the  directors  have  taken  up  and  paid  for  any  qualification  
shares,  the  amount  paid  on  such shares should not be less  than the  

amount  paid by  other  member. 

4. A  declaration  is  that  no  money  is  refundable  to  the  applicants  of  

shares  if  they  fail  to  make  full payment of shares. 

5. A  declaration  of  compliance  by  one  of  the  directors  or  secretary  

that  shares  have  been  allotted for  the  amount  not  less  the  minimum  
subscription  and  also  that  all  the  conditions  regarding  the 

commencement of  business have  been complied  with. 

6. The  registrar  after  receiving  the  declaration  of  compliance  with  
the  provisions  of  section  149 from  the  secretary  or  one  of  the  

directors  along  with  required  filing  fee,  will  scrutinize  the declaration  
and  if  satisfied  will  issue  a  certificate  to  commence  the  business.  

From  the  date  of this certificate, the company is entitled to commence 
its business. 

 

E-filing 

 

• Electronic filing or e-filing refers to the filing system which allows to the 
authorized  users to file a document with the different government authorities 

directly from a computer using Internet. 

 

Registrar of companies 

 

• It is the official agency that deals with administration of companies Act, 
2013. It falls under ministry of corporate affairs. 

• It has offices in all major states of India. 

• Maharashtra (One in Mumbai & one in Pune) &Tamilnadu (one in 

Chennai & another in Coimbatore) have two ROCs 

 

Book Building 

 

• Book building is the process of determining the quantum of shares to be 
issued & the price at which the shares are to be issued on a feedback from 
potential investors based upon their perception about the company 

• When the companies want to go for the external sources for raising funds, 
they use various means for the same. 



• The method of offering shares by providing a price range is called book 
building method 

 

Book Building Process: 

 

1. The Issuer who is planning an offer nominates lead merchant banker(s) as 

‘book runners’. 

2. The Issuer specifies the number of securities to be issued and the price 
band (price range) 

3. The Issuer also appoints syndicate members (hired to obtain bids from the 
investors) with whom orders are to be placed by the investors. 

4. The book normally remains open for a period of 5 days 

5. Bids have to be entered within the specified price band (price range) 

6. Bids can be revised by the bidders before the book closes. 

7. On the close of the book building period, the book runners evaluate the 
bids on the basis of the demand at various price levels. 

8. The book runners and the Issuer decide the final price at which the 

securities shall be issued. 

9. Generally, the number of shares is fixed; the issue size gets frozen based 

on the final price per share. 

10. Allocation of securities is made to the successful bidders. The rest bidders 

get refund orders. 

 

SEBI guidelines for book building 

 

The SEBI guidelines for book building are: 

 

1. Only those companies which propose to make an issue of capital of and 

above Rs 100 crores has the option of 100% book building 

2. The issuing company shall appoint category I Merchant Banker as book 
runner & their names shall be mentioned in the draft prospectus submitted 

to SEBI 

3. Book building shall be for the portion other than the promoters 

contribution & allocation made to permanent employees of the issuer 
company 

4. The issuer company, after receiving final observations, if any, on the offer 
document from SEBI make an advertisement in newspapers 

5. The draft prospectus shall be filed with SEBI by the lead merchant 
bankers 

6. SEBI shall have the right to carry out an inspection of the records, books 

& document relating to the book building process 



7. The book runners & the company shall determine the issue price based 
on the bids received through syndicate members 

8. Once the final price is determined all those bidders whose bids have found 
to be successful shall become entitled for allotment of securities 

9. On the determination of the entitlement, the information regarding the 
same shall be intimated immediately to the investors. 

 

 

 

 

 

Unit 5  

  

Formation of global companies  

  

INTRODUCTION    

  

It  has  been  said  that  we  have  become  a  global  village  must  have  thought  

of  the  way business  I  conducted  in  these  days.  With the  advancement  of  
communication  technology  today,  it has  actually  become  possible  to  be  in  

more  than  one  place  at  the  same  time.  Many  businesses have  become 
seamless  a  national borders are  no longer a  barrier in conducting  business 

today. Advances  in  communication  technology  have  made  the  world  
smaller.  In  the  21at century,  corporations  manage  global  campaigns  by  

email,  telephone,  videoconferences  and  the file-sharing  applications.  A  trend  

rose  in  1990s  in  which  corporate  entities  travelled  beyond  their nation‟s  

borders  to  reduce  operating  costs.  In  the  21st  century  the  true  global  

corporations abandoned  or  avoided  this  trend  and  saw  the  value  of  truly  
penetrating  foreign  markets  as  an investment strategy.   

  

Definition of Global Companies “A  global  corporation  explores  and  
capitalizes  on  building  a  customer  base  and  investment strategy  in  every  

market  possible.  Global  corporations  leverage  a  network  of  entities  in  these 
markets to work toward maximizing profitability.” In  the  late  1990s,  Panos  

Mourdoukout  has  rightly  predicted  in  his  book  “The  Global Corporation;  
the  Decolonization  of  International  Business”  that  parent  companies  would  

learn  to “treat each national market as a part of a single, integrated regional or 
global market”.  

  

MEANING OF GLOBAL COMPANIES  

  

Global  companies  plan  activities  on  a  global  basis.  By  operating  in  more  
than  one  country benefits  from  savings  or  economies  on  activities  such  as  



R&D,  marketing,  operations  and  finance are achieved which may not be 
available to domestic companies. The  aim  of  any  business  enterprise  is  to  

manufacture  and  sell  their  products/services  to willing  persons anywhere  
they  are  to be  found  as  long  as they  can  afford  them. Global  companies 

therefore  refer  to  those  businesses  that  conduct  their  affairs  in  more  than  
one  country  and  have  a global  representation.  It  is  said  that  the  proliferation  

of  these  companies  took  effect  at  the beginning of the 20th century and they 
appear to be the order of the day today.   

  

• Global  companies therefore  refer  to  those  businesses  that  conduct  
their  affairs  in  more  than  one  country  and  have  a global  

representation.  

• Which invest & will have business presence in many countries  

  

Feature of global company  

  

1. Experience: as the product or service develops through the years, the 
experience & knowledge gained by the managing staff allows for the 

implementation of global media research agencies that can provide the best 
advice.  

2. Innovation: global companies need to be innovative & dynamic so they can 
adapt their products & services to meet the needs & tastes of many different 

countries.  

3. Large budget: all global companies require substantial marketing budget so 
they can effectively establish their brand in different communities  

4. Distinct identity: developing a unique brand image that sends a consistent 
message is important for global success & through effective marketing 

strategy, global companies often eclipse local brands to be viewed as the 
trend setters for a given product or service category.  

5. Localisation: global companies must strive to become as close as possible 
to all their customers by setting up communication bridges across countries 

& cultures.  

6. Aggressiveness: the adoption of aggressive point of purchase tactics is also 
a strategy that is frequently employed by global companies.  

7. Cross cultural management: global companies must also deal with cultural 
differences, language barriers, differing holidays, conflicting laws & 

multiple time zones.  

8. Sophisticated technology: global companies has its command over 

advanced technology so as to provide world class products & services.  

9. Centralised control: they have headquarters in the home country. It 
exercises control over all branches & subsidiaries.  

  

Types of global companies:  



  

1. Multinational corporations: MNCs refers to the business enterprise with 

manufacturing, sales, or service subsidiaries in one or more foreign 
countries.  

  

2. Global companies: global companies plan activities on a global basis by 
operating in more than one country benefits from savings or economies 

on activities such as R&D, marketing, operations & finance are achieved 
which may not be available to domestic companies.  

  

  

3. International companies: international companies refers to those 
companies which are coordinated federations of local businesses, 

controlled by sophisticated management systems and corporate 
employees. International companies have the ability to transfer 

knowledge and expertise to overseas environments that are less advanced.  

  

4. Transnational companies: transactional company is any corporation that 

is registered and operates in more than one country at a time. These 
companies are made up of network of specialised or differentiated units, 

which focus on managing integrative linkages between local businesses 
as well as with the centre.  

  

Products of Global   

  

Companies Global  corporations  sell  the  same  core  product  or  service  in  every  

market,  they  penetrate. McDonald‟s  adds  or  removes  menu  items  by  region,  

but  the  core  service  of  fast,  hot  food  is  the same  in  all  markets.  Levi‟s  sells  

the  same  fashionable,  comfortable  jeans  across  the  globe. Product decisions 

are  made  by  a  centralized management unit for  all  markets. Labour Force in 
Global Companies Multinational  corporations  of  the  1990s  hired  workers  in  

foreign  countries  to  reduce  the cost  of  labour  to  produce  goods  that  would  

be  sold  in  the  company‟s  home  market.  Global corporations  in  the  21st  

century  hire  members  of  their  consumer  demographic.  They  invest  in  the 
communities  they  sell  to  and  use  the  diversification  of  ideas  to  their  

advantage.  Foreign-owned companies  in  the  world‟s  most  highly  developed  

countries  are  generally  more  productive  and  pay their workers more than 
comparable locally owned businesses. Since  necessity  is  said  to  be  the  mother  

of  invention,  shrinking  markets  locally  for  the products  of  various  companies  
must  be  what  led  to  the  proliferation  of  the  same  worldwide.  The mother  

companies  usually  design  and  develop  a  product  at  home  and  then  they  plan 
manufacturing  en  masse  next  to  where  the  product  is  going  to  be  sold.  

Instead  of  exporting finished  products,  the  global  companies  prefer  to  use  the  
available  local  labour  force  as  well  as raw  materials  in  order  to  reach  the  



same  goal  at  end  of  the  day.  This  has  ended  up  becoming more affordable 
which means greater profits for the business owners.  

  

Operations of Global Companies  

  

 Even  when  they  get  tax  and  other  restrictions  in  some  of  the  countries  

they  work,  they have  still  managed  to  stay  abroad  and  make  lucrative  
profits  to  send  back  home.  Some  people have  criticized  them  for  smothering  

local  industries  but  on  the  other  side  they  create  employment for the locals 
as create a market for local raw materials. Global  companies  succeed  in  their  

businesses  by  thinking  outside  the  box  in  all  their operations. It  is  not  
strange  to  find  them  setting  base  in  one  country  where  they  know  that  

labour  is going  to  be  cheap,  import  raw  materials  from  a  different  country  
and  after  they  have  done  their manufacturing,  they  may  even  end  up  

exporting  them  to  other  markets  including  their  own  home countries.  The  
result  is  usually  that  they  make  profits  which  continue  to  keep  them  in  

business. They  have  become  masters  of  wealth  creation  not  only  for  
themselves  but  for  everyone  else  who is associated with them one way or 

another.  

  

Advantages of the Growing global companies to India   

  

There  are  certain  advantages  that  the  underdeveloped  countries  and  the  
developing  countries like  India derive  from the  foreign companies that  

establish. They  are  as under:  
1. Initiating  a  higher level of investment  

2. Reducing the technological gap   

3. The natural resources are  utilized in true  sense.   

4. The foreign  exchange  gap is reduced Boosts up the basic economic structure.   

  

  

Disadvantages of the Growing global companies to India   

  

Roses do not come without thrones. Disadvantages of having  an global companies  
in a developing   country  like  India is  as under:  

1. Competition to  Small and Medium-scale  Industries   

2. Pollution and Environmental hazards   

3. Some global companies come only for  tax  benefits only  

4. Exploitation of natural resources   

5. Lack of  employment opportunities   

6. Diffusion  of profits and  Forex  Imbalance   

7. Working environment and conditions   



8. Shows down decision making   

9. Economical distress  

  

Administration  

  

Definition of administration: according to Newman, “administration means 

guidance, leadership & control of the efforts of the group towards some 
common goals”  

  

Global companies are managed by a Board of management of the home country.   

This means home country Management controls of the operations in other country.  

Basic principle followed to run a global company are as follows:  

1. It runs as a joint stock company. It is global corporate body.  

2. All the executives are highly talented professional, having very high 
managerial skills.  

3. Executives are employed from different parts of the world hence they have 
global perception of business & knowledge of different countries  

4. The organisation structure is boundary less   

5. Executives have knowledge of IT  

6. Some routine work of global companies are outsourced  

7. WWW is the major playing field.  

  

Importance of administration  
  

1. Administration change the relations of authorities:  it can be seen from 
present set up of the administration that relations of the public authorities 

with the citizens have been deeply changed.  

2. Origin of welfare state concept: each and every policy of the state should 

aim at maximum welfare of the people. It was therefore, thought 
necessary to solve problems to enact separate branch of law and hence 

the branch known as administrative law has been developed  

3. Inadequacy of the legislations: in order to meet expanding needs of 
changed social, economic characterised problems, the new branch of law, 

ie administrative law was necessary  

4. Inadequacy of courts: as it is know to us that the present courts are 

overburdened with the huge work, therefore a separate branch of 
administrative law has been developed.  

5. Technical experts are with administrative organs: in order to utilise and 
use talent of the technical experts which are at present with the 

administrative organs it is really wise creating new & coordinating branch 
of law ie administrative law  



6. Union of both administrative & judicial function: the executive, the 
legislative & judiciary are three organs which are functioning separately 

hence organs of administration are proposed in order to coordinate them  

  

Administrative functions of global companies  

  

Exporting: exporting means the sale abroad of an item produced, stored or 
processed in the supplying firms home country. Passive exporting occurs when 

a firm received canvassed them. Active exporting results from a strategic 
decision to establish proper systems for organising the exports functions & for 

procuring foreign sales.  

  

Licensing: in this mode of entry, the domestic manufacturer leases the right to 

use its intellectual property technology, copy rights, brand name etc to a 
manufacturer in a foreign country for a fee.the manufacturer in the domestic 

country is called licensor and manufacturer in the foreign is called licensee.  

  

Franchising: under franchising an independent organization called franchisee 
operated business under the name of another company called the franchisor 

under this agreement the franchisee pays a fee to the franchisor.  

  

Turnkey project: a turnkey project is contract under which a firm agrees to 
fully design, construct & equip a manufacturing/business/services facility & 

turn the project over to the purchase when it is ready for operation for 
remuneration like a fixed price, payment on cost plus basis. Eg. Nuclear power 

plants, airports, railway line etc.  

  

Mergers & acquisition: a merger is a voluntary & permanent combination of 
business whereby one or more firms integrate their operations & identity with 

those of another & henceforth work under a common name and in the interests 
of the newly formed amalgamations.   

  

Joint ventures: two or more firm join together to create a new business entity that 
is legally separate & distinct from its parents. It involves shared ownership.  

  

DIFFERENCE BETWEEN MNC, TNC, GLOBAL AND  

INTERNATIONAL:  

  

Global  company  centralizes  key  functions  including  marketing  and  finance.  

Headquarters produces  the  new  technology  and  disseminates  it  to  
subsidiaries  .Cost  advantage  is achieved  through  economies  of  scale  and  

global  scale  operations.  The  need  for efficiency  and  economies  of  scale  



means  that  products  are  developed  that  exploit  needs felt  across the  range  
of  countries. Specific  local needs tend to be ignored.   

  

Headquarters  of  International  companies  retains  considerable  control  over  
the  subsidiaries management  systems  and  marketing  policy  but  less  so  than  

in  the  global  company. Products  and  technologies  are  developed  for  home  
market  ,extended  to  other  countries, with  similar  characteristics,  then  

diffused  elsewhere  and  developmental  sequence  is decided on the  basis  of 
managing  the PLC  as efficiently  and  flexibility  as possible   

  

International  company  originates  the  product  in  the  headquarters  country  

and  then transfers  it  to  the  subsidiary,  while,  a  TNC  reverses  the  process.  
Resources  ,  including technology  and  managerial  talent  might  be  distributed  

among  subsidiaries  and integrated between them  through strong  
interdependencies  

  

 TNCs  combine  the  features  of  GLOBAL  ,  MNCs  and  INTERNATIONAL  

models  .A product  is  designed  to  be  globally  competitive  ,and  is  
differentiated  and  adapted  by local subsidiaries to meet local market demands  

  

 


