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“RULE OF MAJORITY & ITS SIGNIFICANCE IN CORPORATE 

GOVERNANCE” 

*RITU PAUL1 

ABSTRACT 

The corporate world is witnessing that the democratic decisions and the management of the 

company affairs are majorly in the hands of the majority shareholders which deems to be fair 

and justified. The majority shareholders have a great significance in the working of the 

company and the Courts try to avoid interfering between the matters related to the 

shareholders vis-à-vis internal management of the company. 

Courts do not intervene with the management of any corporation until the members act within 

the powers that are conferred to them in the articles of the corporation. However, the 

corporate world has been witnessing legal battles between the shareholders for a long time, 

so, here comes the concept of ‘corporate democracy’ which acts as a crucial mainstay for 

good corporate governance. In order to get an improved implementation of corporate 

democracy, it is necessary to make the members of the company participate in the process of 

making a decision, irrespective of the group he/she belongs to. In India, the Companies Act 

(1956 or 2013) has majorly focussed upon corporate governance and not on the model of 

corporate democracy as much as it is needed for the implementation of good corporate 

governance in the corporate world.  

Therefore, through this paper the researcher will explore the whole concept of the principle of 

Rule of Majority along with its pros and cons and its impact upon the minority group. 

Further, in the later part the significance of this rule in corporate governance will be briefly 

discussed concerning corporate democracy. Moreover, the continued influence of this 

principle in India will also be weighed up.  
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“RULE OF MAJORITY & ITS SIGNIFICANCE IN CORPORATE 

GOVERNANCE” 

* RITU PAUL2 

INTRODUCTION 

Every corporation or company is governed as per the principle of majority rule and the 

fundamental substratum is that the directors are elected by the members as the representatives 

of the company and this incorporates a right upon the directors to govern the conduct of the 

company on a daily basis. Even though the major power resides with the directors, there are 

certain rights which are provided to the members of the company whereby the decision is 

taken in the general meeting. In such meetings the final decision is made by the majority, 

also, the shareholders who hold the maximum shares in a company are considered as the 

majority shareholders/members. Therefore, the rule of majority signifies that the rights to 

manage and carry out the affairs of the company lies with the majority 

shareholders/members. As a result, the essence here is that only the will and decision of the 

majority shareholders would succeed which shall consequently result into the binding of the 

members of minority shareholders and this is known as Rule of Majority. 

Every decision concerned with the functioning as well as management of corporate affairs is 

generally made in accordance of this Rule of Majority. The Rule of Majority is generally 

opted by roughly every country3.  It is advantageous to the company in various possible ways 

and is also beneficial to the judiciary and economic status of a nation. As for companies it 

provides for collective action4. Therefore, the Rule of Majority persuades corporations to 

prosper and more the companies thrive, it leads to the improvement of the economic status of 

the country5.  

                                                             
2 Student (Pursuing LLM), School of Law, Galgotias University, Greater Noida, Uttar Pradesh, India. 
3 PAUL DAVIES, GOWER’S PRINCIPLES OF MODERN COMPANY LAW 585-587, (Sweet & Maxwell, 

6th ed. 1997). 
4 Hager Mark M., Bodies Politic: The Progressive History of Organizational ‘Real Entity’ Theory, University of 

Pittsburgh Law Review, Volume No. 50 (1989, Pittsburgh, p 633). 
5 MacNeil, Lain, Company Law Rules: An Assessment from the Perspective of Incomplete Contract Theory, 

JOURNAL OF CORPORATE LAW STUDIES, (June 2001), Oxford, UK, Hart Pub, p 117. 
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In the case of Mac Dougall v. Gardiner6, it was discussed that if we consider judiciary then 

this rule makes the court process hassle-free by making it less time consuming as well as an 

economic process by avoiding pointless and unnecessary actions of minority shareholders.  

Contrarily, as the minority members of the company are provided with a limited set of rights 

hence, in several moments in the history of the corporate sector it can be seen that there are 

rights that are generally violated, since their opinions were not given quite a significance. 

Therefore, countless accusations are imposed through the minority shareholders in opposition 

to the majority shareholders in the courts across the globe. If we talk about the Indian law, it 

safeguards the rights and privileges of the minority group by providing them with a special 

privilege to ask for relief for Oppression and Mismanagement, but then the issue related to its 

implementation arises. 

Therefore, through this paper, the researcher will explore the whole concept of the principle 

of Rule of Majority along with its pros and cons and its impact upon the minority group. 

Further, in the latter part, the significance of this rule in corporate governance will be briefly 

discussed. Moreover, the continued influence of this principle in India will also be weighed 

up.  

RULE IN FOSS v. HARBOTTLE7 

Facts of the Case – A company named “Victoria Park Company” had been established in 

September 1835. Two minority shareholders named Richard Foss and Edward Starkie Turton 

instituted a legal action against the promoters and directors of the company.  

The claimants purported that the company has misapplied its property and assets along with 

several mortgages were given improperly and so the property of the company got wasted. So, 

the claimants prayed that the defendants should be held guilty and accountable to the 

company.  

Ruling – Here the defendants were the five directors of the above-mentioned company and so 

the court dismissed the claim and held that when a breach of duty is committed by the 

directors of the company then it is only the company that has the standing to sue. In other 

                                                             
6 Mac Dougall v. Gardiner, (1875), 1 Ch. D 
7 Foss v. Harbottle, (1843) 67 ER 189 
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words, the two minority shareholders were not the proper plaintiffs but the company. Further, 

it was also considered that the “principle of the rule of the majority” should have been 

followed according to which, if the purported wrong can be ratified or confirmed by the 

majority members of the company in a general meeting then, the court stands nowhere to 

interfere between the courses.  

Advancements – The principle devised in Foss v. Harbottle experienced intense criticism 

across the Atlantic as well as in other components of the world since the case arose with a 

handful of complexities8. Also, it was contemplated to be morally incorrect to recognize a 

substantive right while denying a remedy on procedural grounds. Since then attempts have 

been made to harmonize the interests and needs of minorities and controllers such as, 

necessitating a special resolution than a simple majority vote in-significant matters, like 

constitutional adjustments and court’s sanction in cases of reduction of capital9. Apart from 

this other statutory provisions provide members direct access to the courts10. 

Judicial policies justifying the rule – Whatsoever was the relationship between the 

‘corporate’ and ‘partnership’ aspects of the Foss v. Harbotte rule might be, the practical 

policy arguments in support of the rule were not self-evident. In the late nineteenth-century, 

some judges took an initiative to explain certain real policies which were supposed to be 

served by the said rule.  In the case of Gray v. Lewis11, James LJ vindicated the notion that 

any ‘body corporate’ is the actual plaintiff in proceedings to retrieve its property by pointing 

to the obvious danger of multiplicity of suits by shareholders in the absence of the rule as 

identified under the Foss v. Harbotte case. Every single member would be able to sue any 

officer, director or shareholder alleged to have prospered themselves at the expense of the 

company. Consequently, there may be as many defendants in a case as there are shareholders 

in a company. This situation would be aggravated where suits were discontinued at will, or 

dismissed with costs against plaintiff shareholders with the plaintiff shareholders unable to 

                                                             
8 RWV Dickenson, JL Howard and Getz, Proposals for a New Business Corporation Law (Information Canada, 

Ottawa, 1971), P-482 
9 Samriddhi Pandey, Majority Powers and Minority Rights, LEGAL BITES-LAW AND BEYOND, 

https://lawbhoomi.com/foss-v-harbottle-jurisprudence-and-exceptions/#JUDGMENT_FOSS_v_HARBOTTLE 
10 Insolvency Act, 1986  s.124 
11 Gray v. Lewis, (1873) 8 Ch App 1035 at 1051 

https://burnishedlawjournal.in/


Volume 2 Issue 3                                            2021                                                       2582-5534 

 

 

705                                                            burnishedlawjournal.in 

  
 

meet those costs12. An obvious objection to this line of reasoning is that a court of equity 

should always have been able to cope with this problem by exercising its powers to stay and 

consolidate actions. 

Even now there are two obvious flaws in the defence of Foss v. Harbotte. Firstly, it fails to 

consider the fact that it is not enough for every case to determine that the misconduct then 

alleged is incapable of ratification. Where the minority shareholders rely upon the ‘fraud on a 

minority exception to the rule’ in bringing a derivative action, it isn’t enough to show a non-

ratifiable breach of directors’ duties, they shall further prove that the offenders still legally 

control the company. Secondly, the distinction that had been implied in the Mellish LJ’s 

defence between the kinds of misconducts that is ratifiable and those not, has never been 

governed by completely consistent perceptible principles13.  

EXCEPTIONS VIS-À-VIS MAJORITY RULE 

The majority principle inscribed in Foss v. Harbottle does not succeed under all 

circumstances. The effective ground of the Rule of Majority, in this case, continues to matters 

whereby the enterprises inscribe managerial misdeeds. In matters where even the majority 

shareholders do not hold the right to approve such acts, every single shareholder has the 

power to sue any such member of the company. In American Literature, a representative 

action of this type is called the ‘derivative action’14. The respite goes to the company. 

Likewise, any member can sue to recover improperly spent money from the company’s 

officers answerable for the transaction15. 

1. ULTRA VIRES: The rule inscribed in Foss v. Harbottle only applies until the 

company acts within its sphere of powers. Ultra Vires acts are those which remain 

beyond the power of a company to discharge. These acts do not comply with certain 

provisions that are enlisted in the Companies Act and also fall beyond the power that 

                                                             
12 La Compagnie de Mayville v. Whitely [1896] 1 Ch 788 at 807; Mozeley v. Alston (1847) 1 Ph 790 at 799; 

and Lord v. Copper Miners (1848) 2 Ph 740. 
13A.J. Boyle, The Rule in Foss v. Harbottle, CAMBRIDGE UNIVERSITY PRESS, 

http://assets.cambridge.org/97805217/91069/excerpt/9780521791069_excerpt.pdf 
14 Hemant More, Foss v. Harbottle: Rule of Majority, THE FACT FACTOR, 

https://thefactfactor.com/facts/law/civil_law/company-law/foss-v-harbottle/5626/ 
15 Yash Soni, Exceptions to ‘The Rule in Foss v. Harbottle’: Indian Context, THE LAW BRIGADE 

(PUBLISHING) GROUP, Volume 4 Issue 1, 116-122, https://thelawbrigade.com/wp-

content/uploads/2019/05/Yash-Soni-1.pdf 
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are listed in the MOA and AOA. Even a single member can bring a suit against a 

corporation if the acts so performed fall outside the Memorandum or Article of 

Association and hence, such acts would be declared as ultra vires. Therefore, such 

acts or actions are held as void and can’t be held legal even if the majority 

shareholders ratify.  

In the case of Bharat Insurance Company Ltd. v. Kanhaiya Lal16, the plaintiff was a 

member of the respondent corporation. The objective of the company was – “to 

advance money at interest on the security of lands, houses, machinery and other 

property situated in India”. The plaintiff alleged that respondent company made 

numerous investments without adequate security also, these were not in compliance 

with the sections of the memorandum and so the plaintiff prayed for a perpetual 

injunction to prevent the company from doing such investments. Eventually, the court 

permitted the plaintiff’s case and observed that, “The broad rule in such cases is no 

doubt that in all matter of internal management of a company, the company itself is 

the best judge of its affairs and the Court should not interfere. But the application of 

the assets of the company is not a matter of mere internal management. It is alleged 

that directors are acting ultra vires in their application of the funds of the company. 

Under these circumstances, a single member can maintain a suit for declaration as to 

the true construction of the article in question17.” 

Therefore, honesty of intention is an essential component in establishing 

maintainability in such matters since the plaintiff’s act aims to do justice. However, 

conduct of the plaintiff is also contaminated or if there is an unreasonable delay, 

his/her matter might not get approved. 

Then in another case of Nurcombe v. Nurcombe18, the action was taken by a minority 

member (wife) against the wrongdoings of a director (husband). During the 

matrimonial proceeding between them, the wife discovered of the illegal gains made 

by the husband and these profits were considered in making of the decision, it was 

declared that she wasn’t a proper plaintiff for such derivative action. 

                                                             
16 Bharat Insurance Company Ltd. v. Kanhaiya Lal, AIR 1935 Lah 742 
17 Hemant More, Foss v. Harbottle: Rule of Majority, THE FACT FACTOR, 

https://thefactfactor.com/facts/law/civil_law/company-law/foss-v-harbottle/5626/ 
18 Nurcombe v. Nurcombe, [1985] 1 WLR 370 
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2. FRAUD ON MINORITY: Whereby the majority members of the company utilize 

their power to oppress and defraud minorities then, their act is liable to be challenged 

even by a member of the company. The fraud isn’t required to constitute to a tort in 

common law; however it shall include an unethical utilization of majority 

shareholder’s authority resulting sometimes in financial loss or in discriminatory or 

unfair behaviour with the members of minority group. The actions of the majority are 

such that it would be the lack of success in the part of the members of majority 

shareholders to act in favour of the corporation as an entity, which will in 

consequence involve the appropriate forum to invalidate a resolution changing the 

corporation’s articles or memorandum. Therefore, any loss is caused due to breach of 

duty then, it should be considered as a fraud on minority. 

In the case of Menier v. Hooper’s Telegraph Works Ltd.19, a company named as 

Hooper’s Telegraph Works Ltd. was established to lay down a transatlantic telegraph 

cable. ‘Hooper’ the majority shareholder of the company found that it could make a 

better profit by trading it to a different corporation that desired to put the cable in the 

same territory, however, the other company won’t buy unless it had the required 

concessions from the government for the undertaking. The former corporation had 

already gained the said concessions and hence, the majority shareholder convinced the 

trustee with whom the power to transfer such concessions were vested. Also, to avoid 

the company from recovering the said concessions, Hooper succeeded in obtaining the 

passing of a resolution whereby the former corporation would voluntarily wind up and 

such a liquidator must be recruited whom Hooper can have faith in and who will not 

go against the trustee and Hooper. A minority member of the former corporation, 

Menier, brought an action against Hooper to make him accept the illegal acts done by 

him and gained improper profits out of it. It was observed by the Court that the 

scheme of Hooper can be classified as oppressive expropriation of the minority 

members, and that a derivative action would hence fall against it. 

The current vogue is that a breach of duty which produces loss to the corporation 

should be considered as a fraud on minority. As a result of the ignorance of the 

legislature within the sphere of protection of minority, it’s good that the Courts have 

                                                             
19 Menier v. Hooper’s Telegraph Works Ltd., (1874) 9 C App. 350 
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decided to deal with such cases themselves and the minority shareholders can make 

such derivative actions before the Court20.  

3. CONTROL OF WRONGDOERS: A director or a majority member has a fiduciary 

obligation towards the corporation. The majority shareholders can’t allocate to 

themselves the property of the company or the interests of the minority members. In 

such instances, for the purpose of safeguarding the interests of the company, any 

member(s) may file a derivative action on behalf of the company and this was 

identified in the case of Foss v. Harbottle. In Glass v. Atkin case, where the 

corporation or corporate entity was under the authority of all members, the Court 

observed that the authority exists if it would pointless to call a general meeting since 

the wrongdoers would directly or indirectly exercise a decisive influence over the 

result and noted that this exception to Foss v. Harbottle applies whenever the 

defendants are shown to be able by means of any manipulation of their position in the 

company to ensure that the action is not brought by the company. Therefore, it has 

been considered that the principle shall extend only to the extent that when a director 

is in breach of fiduciary duty, every shareholder may be considered an authorized 

organ to bring the action.  

4. ACTS REQUIRING SPECIAL MAJORITY: Some acts require a special passing 

of a general meeting of members to be performed. Therefore, if the majority performs 

such act by not passing any resolution whether it be special or ordinary then, any 

member(s) can file a derivative action against the majority to restrain from it.  

In the case of Dhakeswari Cotton Mills v. Nil Kamal Chakravorty21, with a special 

resolution in a general meeting related to a greater amount of commission and 

monthly allowance of the MDs was decided with a show of hands as no poll was 

demanded. The plaintiff sought a declaration that there wasn’t appropriate majority 

and so, the resolution wasn’t binding. Therefore, the Court ruled in favour of the 

plaintiff. 

5. INDIVIDUAL MEMBERSHIP RIGHTS: Every single shareholder has vested in 

him certain rights (personal) against the company and his shareholders. Several 

                                                             
20 Yash Soni, Exceptions to ‘The Rule in Foss v. Harbottle’: Indian Context, THE LAW BRIGADE 

(PUBLISHING) GROUP, Volume 4 Issue 1, 116-122, https://thelawbrigade.com/wp-

content/uploads/2019/05/Yash-Soni-1.pdf 
21 Dhakeshwari Cotton Mills v. Nil Kamal Chakravorty, AIR 1937 Cal 645 
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similar rights are given to the shareholders by the acts; however, they may also appear 

out of AOA. Such rights are individual’s rights known as individual membership 

rights and respecting them the rule of majority simply does not operate. Therefore, in 

the words of Palmer, “if such a right is in question, a single shareholder can, on 

principle, defy a majority consisting of all other shareholders”22.  

In the case of Nagappa Chettiar v. Madras Race Club23, the court noted that a 

shareholder can enforce his individual personal rights against the company such as, 

right to vote, right to have his vote recorded and right to stand as a director of a 

company at election. Later this principle was applied in the case of Joseph v. Joss24, 

the plaintiff was a candidate who contested the election and was defeated. Later he 

was proposed as a candidate again to fill up the second vacancy; however, the 

chairman disqualified him on account of his previous defeat. In his action against the 

ruling, the Court held that he has to give a declaration that the proceeding of the 

meeting related to directors’ election was void. 

Therefore, an individual membership rights indicates that individual shareholders can 

insist on stringent watch on the statutory provisions, legal rules and the provisions in 

the articles and memorandum which can’t be waived by a bare majority of 

shareholders. 

6. OPPRESSION AND MISMANAGEMENT: In circumstances where Sections 241 

to 246 of the Companies Act, 2013 appertains, a case can be brought by minority 

members. This is a statutory right given to the shareholders that outweighs the 

restrictions of this rule. The application shall be made 100 members or members 

having one-tenth voting power in companies having share capital. The tribunal 

entertains matter where the company’s business is conducted in a way that defrauds 

the members, creditors, oppression of members; company formed for fraudulent 

purpose, management is guilty of misconduct or fraud towards the company and its 

members. 

                                                             
22 Yash Soni, Exceptions to ‘The Rule in Foss v. Harbottle’: Indian Context, THE LAW BRIGADE 

(PUBLISHING) GROUP, Volume 4 Issue 1, 116-122, https://thelawbrigade.com/wp-

content/uploads/2019/05/Yash-Soni-1.pdf 
23 Nagappa Chettiar v. Madras Race Club, (1949) 1 MLJ 662 
24 Joseph v. Joss, AIR 1965 Ker 68 
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It was stated in the case of Kanika Mukherjee v. Rameshwar Dayal Dubey25 by 

Justice Sinha of High Court of Calcutta that the principle embedded in Sections 397 

and 398 of the Companies Act, 1956 which offers for prohibition of oppression and 

mismanagement is an exception to rule in Foss v. Harbottle which lays down the 

paramountcy of the rule of majority. 

SIGNIFICANCE OF MAJORITY RULE IN CORPORATE GOVERNANCE  

In general terms, corporate democracy refers to a set of rights which are connected with the 

shareholders for the purpose of participating under the notion called as corporate governance. 

It plays a very crucial role in corporate governance, a system that controls and governs the 

corporate sector. It is the substratum upon which the transparency in corporations is provided. 

Shareholders should get a rational and impartial opportunity to be participate in the 

managerial tasks of the company. The shareholders must be permitted and should have the 

freedom to give their opinions in a company in the absence of any fright or favour26. 

The concept of “corporate democracy” is extremely important notion whereby the it is 

observed that every single shareholder invests in the company and so every single 

shareholder must be also treated equally in order to prevent acts of oppression and 

mismanagement by any majority shareholder and should not take any improper gains out of 

the company or on behalf on such shareholders27. 

ROLE OF MAJORITY TO MAINTAIN CORPORATE DEMOCRACY: Majority 

shareholders of a corporation engages in a crucial role in corporate democracy as important 

decisions of the company are made by the majority members of the company, sometimes the 

ordinary majority gives approval and occasionally with ratification by getting three-fourth 

voting from the majority. 

                                                             
25 Kanika Mukherjee v. Rameshwar Dayal Dubey, [1966] 1 Comp LJ 65 
26 VaibhavSonule and Bindu Ronald, The Eclipse of Corporate Democracy in India, INTERNATIONAL 

JOURNAL OF HUMANITIES AND SOCIAL SCIENCE INVENTION (IJHSSI), Vol. 6 No. 7 2017, p. 1. 
27 Narendra Singh, Majority Rule and Minority Rights- Balance Needed for Corporate Democracy: Narendra 

Singh, INDIAN LEGAL SOLUTION INTERNATIONAL JOURNAL OF LAW AND MANAGEMENT 

(ILSIJLM), 2020, https://ilsijlm.indianlegalsolution.com/majority-rule-and-minority-rights-balance-needed-for-

corporate-democracy-narendra-singh/ 
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The rule majority is now prevailing and is accepted in almost every part of the corporate 

sector after its development and advancement in the ruling of Foss v. Harbottle, and the rule 

of majority first implemented in India was in the matter of Bhajekar v. Shinkar28, since it is 

believed that the decision taken by shareholders of majority group would for the betterment 

of the company as major investments of the company comes from them and the majority 

itself incorporates the company. 

However, there’s a requirement for equilibrium for a sound corporate democracy between the 

majority shareholders and the minority shareholders as occasionally few decisions of certain 

members of majority may be unjust to minority concerns. This is very essential to take care 

that every decision of the majority must be taken with considering the interests of the 

minority. Hence, by the passing aeons, certain exceptions to the rule of majority took place 

like, unconstitutional act, wrongdoer in control, fraud on minority, etc. In all such situations, 

minority members have the right to challenge the decision or action of the majority members. 

But still as the majority shareholders are allowed under the articles and memorandum of 

associations to take decisions so even the court avoids interfering in such in-company 

administration of the corporation based on the principle whereby failure to intervene without 

necessity exists. Therefore, shareholders belonging to any group should be made compatible 

to work with each other in order to maintain a sound corporate democracy in the company29. 

CONSEQUENCES THAT FOLLOWED IN INDIA AFTER THE ACCEPTANCE OF 

‘RULE OF MAJORITY’ 

The ubiquity of the celebrated case of Foss v. Harbottle can be seen around the 

Commonwealth for roughly 180 years. Also, in the case of Salmon v. Salmon30 , the rule of 

majority case is taught a basic concept to the students of corporate law in these territories. 

Here the researcher’s goal is to identify the consequences that had followed in India after the 

acceptance of the ‘Rule of Majority’.  

The fraud on the minority exception of the Foss v. Harbottle case provides a firm basis to the 

shareholders by making them capable of bringing actions on behalf of the corporation against 

                                                             
28 Bhajekar v. Shinkar, (1934) 4 Comp Cas 434 
29 Supra 26 at 9. 
30 Salmon v. Salmon, [1897] AC 22 
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any wrongdoer. Although, in past aeons, the derivative action mechanism have been codified 

in most of the Commonwealth jurisdictions into their corporate law statutes, where Indian 

remains as an outlier. Yet after the comprehensive revamping exercise that came out as 

productive in the Companies Act, 2013, shareholder derivative actions don’t find any 

mention in any legislation. Therefore, in India derivative actions continue to be premised on 

the rules of Foss v. Harbottle case along with the fraud on minority exception. Such actions 

are referred to Common Law Derivative Actions (CLDAs)31.  

In spite of the availability of the CLDA but its usage can be seen rarely as compared to other 

shareholder remedies.  A CLDA is brought as a representative suit before the civil court 

under Order 1 Rule 8 of the Code of Civil Procedure, 1908 thereby suffering from the 

associated costs and delays. A pure CLDA claim may not gain the distinctive machinery for 

corporate law conflicts.  

Further, the lack of proper codified rules related to derivative actions remains considerable 

discretion upon the judiciary to decide utilizing the common law principles, which produces 

bigger uncertainties within the resolution of such conflicts. All of these lessen the incentives 

of shareholders to bring derivative action, which explains their low occurrence in India. 

From a practical outlook, available cases in India indicate a absence of clarity in 

differentiating between personal (such as, prejudice, oppression, mismanagement) and 

corporate wrongs (such as, derivative action). Very often, judicial energy and time are spent 

in determining the type of the disputes brought before the forum in distinguishing the same. 

This might also assign a bigger responsibility upon the legal fraternity to distinguish the 

different kinds of cases to make sure that the right kinds of claims are perturbed before the 

proper courts. 

CONCLUSION & SUGGESTIONS 

The majority rule, which was considered as a portrayal of democracy, is prevalent to this day, 

but now it is not blindly obeyed and the legislation of many countries obeys it, but not as 

strictly similar to the earlier period when Foss v. Harbottle surrendered.  

                                                             
31 Umakanth Varottil, The Continued Influence of Foss v. Harbottle in India, INDIA CORP LAW, 

https://indiacorplaw.in/2021/03/the-continued-influence-of-foss-v-harbottle-in-india.html 
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The Companies Act of 1956 granted minority shareholders certain rights under Sections 397, 

398, 399, 400, 401, etc. This is held as the initial step in examining the privileges of 

shareholders minority group. Afterwards the positions become stronger by the Act of 2013, 

when Sections 397, 398, 401 were merged into a single provision which is the 2013 Act – 

section 241. 

Since the corporate sector grows, effective measures have been taken by government in day 

to day basis to balance majority and minority rights in order that the members of minority 

shareholders should not be oppressed. However today also, notion of corporate democracy 

still requires stringent legal assistance. The changes in company law that focus on corporate 

governance democracy are on the sidelines somewhere.  

The prominent proposition is that members should take part in the appointment of eminent 

persons of the company with their election as well. In addition to this, another proposal is that 

shareholders should have the opportunity to take part in the establishment of the Committees 

of the company. 
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