
International Journal of Integrated Studies and Research 
 

Volume 1, Issue 4  ISSN 2582-743X 
 

©IJISAR   pg. 57 
 

Process of Corporatization  

Pankush Goyal 

Vivekananda Institute of Professional Studies 

ABSTRACT  

The reorganization or conversion of a government asset or entity into a corporation is known as 

corporatization. A board of directors, management, and shareholders are common in these 

businesses. Unlike publicly traded companies, however, the government is the sole stakeholder, 

and the company's shares are not traded publicly. The major purpose of corporatization is to 

enable the government to continue control of a corporation while allowing it to operate as 

efficiently as private companies. Internal bureaucratic conventions cause many government 

departments to be unproductive. Corporatization can likewise allude to non-corporate substances 

like colleges or emergency clinics turning out to be enterprises, or taking up the executives’ 

structures or different highlights and practices utilized by partnerships. In this paper the major 

focus is highlighted on Corporatization of Stock Exchanges in India. The author has also 

highlighted on the current position of corporatization.   
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INTRODUCTION 

Corporatization is the way toward changing state resources, government offices or civil 

associations into companies. It alludes to a rebuilding of government and open associations into 

joint-stock, freely recorded organizations so as to present corporate and business the board 

systems to their administration. The aftereffect of corporatization is the making of state-claimed 

enterprises where the legislature holds a greater part responsibility for company's stock. Be that 

as it may, by and large, corporatization is an antecedent to halfway or full privatization, which 

includes a procedure where some time ago open capacities and open endeavors are offered to 

private business elements by posting their offers on traded on an open market stock trades. 

It is the procedure of rearranging government possessed associations to mirror the structure of a 

publically claimed enterprise. The rebuilding of the administration element is commonly not 

traded on an open market with the legislature being the sole investor. 

 

Conversely, the term may likewise allude to the development of state corporatism, where state-

possessed organizations are made and designated open social errands looking like corporate 

patriotism as an option in contrast to privatization.   
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The move towards neoliberal monetary change during the 1980s prompted privatization of open 

capacities in numerous nations. Corporatization was viewed as an asylum headed for 

privatization. The impact of corporatization has been to change over state offices into open 

organizations and intervene business sheets of executives between the shareholding clergymen 

and the administration of the ventures. 

 

Key Features of Corporatized Entities: 

 Separate legal entity: the organization is a legal independent entity 

 Managerial autonomy: management has control over all inputs and issues related to 

production or service delivery 

 Transparency and reporting: the organization is likely to become subject to prevailing 

company law and accounting rules 

 Assets and liabilities: the corporatized entity will receive the resources it needs to 

perform its functions and be viable. It may be that inappropriate to transfer all 

associated debt to a corporatized entity if the entity is unlikely to earn sufficient revenues 

to service its debt and fund existing operations. 

Governments around the world show a trend of taking back control of services contracted out to 

the private sector, and this trend in corporatization has become a popular form of 

modern government enterprise ownership. Corporatized agencies are fully owned and operated 

by the state but have separate legal and financial status. Water and electricity utilities are 

common examples of this type of corporatization, but the practice extends to a much wider range 

of goods and services, from airports to universities and hospitals.
1
 

The entire world is gradually drifting towards one global market without any trade barriers 

between the countries. A small organization led by few partners or professionals cannot think of 

growth on large scale without corporatizing itself. Corporatization is the need of the hour.
2
 

 

STRUCTURE OF THE STOCK EXCHANGE IN INDIA 

 

A Stock Exchange is an organized market for purchase and sale of listed Industrial and financial 

securities. Securities traded on Stock Exchanges include shares and debentures of Public Limited 

Companies, Government Securities, etc. According to the Securities Contracts (Regulation) Act, 

1956, Stock Exchange is an association, organization or body of individuals, whether 

                                                           
1
Corporatization, Municipal Services Project, 

https://www.municipalservicesproject.org/corporatization#:~:text=It%20refers%20to%20government%20ownersh%

20models%20that%20grant,airports%20to%20universities%20to%20hospitals%20%28e.g.%20in%20Malaysia%29. 

(last visited Sep 3, 2021).  
2
Dhaval Gusani, Corporatization of Businesses – An Aim of Government, TAX GURU https://taxguru.in/company-

law/corporatization-businesses-aim-government.html  
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Incorporated or not, established for the purpose of assisting, regulating and controlling business 

in buying, selling and dealing securities
3
. 

Section 2 (f) of the above said Act defines recognized stock exchange as a Stock Exchange, 

which is for the time being recognized by the Central Government under Section 4. SEBI is 

empowered under Section 4 to grant recognition to Stock Exchanges.  

 

In terms of the legal structure, the stock exchanges which are recognized under the Securities 

Contracts (Regulation) Act in India, can be segregated into two broad groups – 20 stock 

exchanges which were set up as companies, either limited by guarantees or by shares, and the 3 

stock exchanges which are functioning as associations of persons (AOP) viz. BSE, ASE and 

Indore Stock Exchange. The 20 stock exchanges which are companies are: the stock exchanges 

of Bangalore, Bhubaneswar, Calcutta, Cochin, Coimbatore, Delhi, Gauhati, Hyderabad, 

Interconnected SE, Jaipur, Ludhiana, Madras, Magadh, Mangalore, NSE, Pune, OTCEI, 

Saurashtra-Kutch, Uttar Pradesh, and Vadodara. Of these, the stock exchanges of Ahmadabad, 

Bangalore, BSE, Calcutta, Delhi, Hyderabad, Madhya Pradesh, Madras and Gauhatiwere given 

permanent recognition by the Central Government at the time of setting up of these stock 

exchanges. Apart from NSE, all stock exchanges whether established as corporate bodies or 

Association of Persons (AOPs), are non-profit making organizations. 7 stock exchanges are set 

up as companies limited by shares and the remaining 13 are set up as companies limited by 

guarantee
4
. 

It is in this manner clear that BSE, ASE and Indore Stock Exchange should be both corporatized 

and demutualized, while of the equalization 20 stock trades, 18 stock trades that are as of now 

corporate substances, will just must be demutualized. Two stock trades, NSE and OTCEI, are 

corporatized as well as demutualized with isolation of possession and exchanging privileges of 

individuals. Further, NSEIL is revenue driven organization and the Board of NSEIL contains 

delegates of investors, (some of whom have 100% stock broking auxiliaries) and outside non-

investor chiefs. In any case, even these two stock trades may if vital, need to experience changes 

in hierarchical structure considerable to the proposals of the Group so a typical auxiliary model 

is received by the all the stock trades. 

 

Characteristics of Stock Exchanges 

 It is a place where securities are purchased and sold. 

 The trading in an exchange is strictly regulated and rules and regulations prescribed for 

various transactions. 

                                                           
3
 Investment Laws, Stock Exchanges, Bangalore: National Law School of India University, Distance Education 

Department, Master in Business Laws – Part II, Course No. 1, Module No. 2 A,)    
4
Securities and Exchange board of India, https://www.sebi.gov.in/  
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 Both genuine investors and speculators buy and sell shares. 

 The securities of corporations, trust, governments, and municipal corporations are 

allowed to be dealt at stock exchanges. 

 Stock exchanges are usually established at joint stock companies. 

 The transactions take place between the members or their authorized agents. 

 The securities are listed at stock exchange in a systematic manner andonly these are 

traded. 

 The stock exchanges are managed by the board of directors elected byshareholders. 

 The exchanges are run as per certain rules and bye-laws decided earlier.
5
 

 

CORPORATIZATION OF STOCK EXCHANGES 

 

Corporatization is a process to change the organizational structure of the stock exchanges from 

non-corporate mutual form to corporate de-mutual form where the ownership / management 

rights and trading rights are segregated. These rights may be held and exercised by the same 

or different sets of people depending on the objectives of corporatization. 

“Corporatization” means the succession of a recognized stock exchange, being a body of 

individuals or a society registered under the Societies Registration Act, 1860 (21 of 1860), by 

another stock exchange, being a company incorporated for the purpose of assisting, regulating or 

controlling the business of buying, selling or dealing in securities carried on by such individuals 

or society mentioned in Section. 2(aa)The Securities Contracts (Regulation) Act, 1956 (Act 42 of 

1956).  

On and from the appointed date, all recognized stock exchanges (if not corporatized and 

demutualized before the appointed date) shall be corporatized and demutualized in accordance 

with the provisions contained in section 4B :  

Provided that the Securities and Exchange Board of India may, if it is satisfied that any 

recognized stock exchange was prevented by sufficient cause from being corporatized and 

demutualized on or after the appointed date, specify another appointed date in respect of that 

recognized stock exchange and such recognized stock exchange may continue as such before 

such appointed date mentioned in Section 4 (A) The Securities Contracts (Regulation) Act, 1956 

(Act 42 of 1956) 

Each of the recognized stock exchanges which have not already being corporatized by the 

appointed date are required to submit a scheme for corporatization for SEBI’s approval. 

                                                           
5
Securities and Exchange board of India, https://www.sebi.gov.in/  
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Scheme means a scheme of corporatization of a recognized stock exchange which may provide 

for: 

i. The issue of shares for a lawful consideration and provision of trading rights in lieu of 

membership cards of members of a recognized stock exchange; 

ii. The restrictions on voting rights; 

iii. The transfer of property, business, assets, rights, liabilities, recognitions, contracts of the 

recognized stock exchange, legal proceedings by, or against, the recognized stock 

exchange, whether in the name of the recognized stock exchange or any trustee or 

otherwise and any permission given to, or by, the recognized stock exchange; 

iv. The transfer of employees of a recognized stock exchange to another recognized stock 

exchange; 

v. Any other matter required for the purpose of, or in connection with, the corporatization 

or, as the case may be, of the recognized stock exchange mentioned in Section 2 (ga) The 

Securities Contracts (Regulation) Act, 1956 (Act 42 of 1956). 

 

Corporatization of Stock Exchanges is the process of converting the organizational structure of 

the stock exchange from a non-corporate structure to a corporate structure. Traditionally, some 

of the stock exchanges in India were established as "Association of persons", like BSE, ASE and 

MPSE. Corporatization of these exchanges is the process of converting them into incorporated 

Companies.
6
 

 

Example: - 

An example would be for corporatization of the Bombay Stock Exchange to Bombay Stock 

Exchange Ltd.  

i. Before the scheme BSE was an Association of Persons and then after the scheme it 

became BSE Ltd. i.e. a limited company. 

ii. Before the scheme both membership right and right to trade were held by the trading 

members only. Before demutualization took place the 790 broker-members held 100% of 

the BSE. 

iii. After the scheme of Corporatization and Demutualization, ownership and membership 

right have been segregated. 

Historically, stock exchanges all over the world were mutual organizations owned by and run for 

the common benefit of their members, with no member taking profits. They were like "clubs" 

where the dealers transacted business through the open outcry system. Indian stock 

exchanges(except NSE and OTCEI) followed a mutual structure where the ownership and 

                                                           
6
 S. C. SEN, NEW FRONTIERS IN COMPANY LAW, (Eastern Book Company) (1971) 
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management rights of the exchange are bundled with trading rights as a broker and all three are 

represented by ownership of share of the exchange. 

The disadvantage of such organization is that they primarily work towards the interest of 

members and not those of investors. The office bearers will have access to inside information 

which can be misused by them. There is clear conflict of interest. 

The Central Government has announced its proposal to corporatize the stock exchanges by 

which ownership, management and trading rights would be segregated from each other. 

Accordingly SEBI constituted a group headed by Justice M.H. Kania, former Chief Justice of 

India on Corporatization & Demutualization of Stock Exchanges in India.According to the Kania 

Committee report
7
,  

1. The three stakeholders viz. shareholders, brokers and investing public through the 

regulatory body should be equally represented on the governing board of the 

demutualized stock exchange;  

2. There should be specific vacancies on the board for each group of stakeholders;  

3. The shareholders’ representatives should not be functioning brokers;  

4. The brokers representatives would be elected by the shareholders from among the brokers 

of the stock exchange;  

5. The representatives of the investing public would be nominated by SEBI from among a 

panel comprising of academics, professionals, industry representatives, public figures and 

investors association, none of whom should have any interest in any broking firm;  

6. Adequate disclosures about the background of the directors of the board should be 

provided to the shareholders at the annual general meetings and the annual reports;  

7. The relevant provisions of the Companies Act will govern the maximum number of 

directors on the board. 1956; and  

8. Current restrictions on the tenure of broker directors should continue.  

 

FACTORS LEADING TO CORPORATIZATION 

 The conflict of interests between the owners, the members and the management since all the 

brokers are managing the exchange together 

 Investor’s interest was ignored as brokers were manipulating the market for their own 

advantage 

 Scams took place in pre-demutualization phase-1992- Harshad Mehta scam & 2001-Ketan 

Parekh Scam. 

 Lack of strict vigilance on the market-No one person or management was there to look after 

the affair of the exchange. 

                                                           
7
Dalal Sucheta, Kania Committee Report : An Overview, INDIAN EXPRESS, November 28,  2002,.   
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Chronological Series of Events leading to Corporatization of Stock Exchanges in India: - 

 In 2001, Finance minister pledged on the floor of the parliament to demutualize all Indian 

Exchanges 

 SEBI appointed Kania committee to look in to the various issues relating to Demutualization 

including questions relating to broker ownership. 

 Kania Committee submitted its report to SEBI in August, 2002. 

 BSE submitted its duly approved scheme to SEBI in June 2003. 

 Amendments to Rules and MOA and AOA also submitted in July 2003(based on Kania 

committee report) to SEBI for approval. 

 All required amendments in SCRA, Indian Stamp Act and Income Tax Act were then done. 

 Government asks for demutualization of regional stock exchanges in two ways: 

i. Either by becoming trading arms of BSE & NSE, or 

ii. Number of regional stock exchange joins hands to make a separate platform 

PROCEDURE OF CORPORATIZATION 

 

The procedure for corporatization is given under section 4B of The Securities Contracts 

(Regulation) Act, 1956. 

1. All recognized stock exchanges referred to in section 4A shall, within such time as 

may be specified by the Securities and Exchange Board of India, submit a scheme for 

corporatization and demutualization for its approval:  

Provided that the Securities and Exchange Board of India, may, by notification in the 

Official Gazette, specify name of the recognized stock exchange, which had already 

been corporatized and demutualized, and such stock exchange shall not be required 

to submit the scheme under this section.  

2. On receipt of the scheme referred to in sub-section (1), the Securities and Exchange 

Board of India may, after making such enquiry as may be necessary in this behalf and 

obtaining such further information, if any, as it may require and if it is satisfied that it 

would be in the interest of the trade and also in the public interest, approve the 

scheme with or without modification.  

3. No scheme under sub-section (2) shall be approved by the Securities and Exchange 

Board of India if the issue of shares for a lawful consideration or provision of trading 

rights in lieu of membership card of the members of a recognized stock exchange or 

payment of dividends to members have been proposed out of any reserves or assets of 

that stock exchange.  

4. Where the scheme is approved under sub-section (2), the scheme so approved shall be 

published immediately by—  

(a) The Securities and Exchange Board of India in the Official Gazette;  
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(b) The recognized stock exchange in such two daily newspapers circulating in 

India, as may be specified by the Securities and Exchange Board of India,  

and upon such publication, notwithstanding anything to the contrary contained in this 

Act or any other law for the time being in force or any agreement, award, judgment, 

decree or other instrument for the time being in force, the scheme shall have effect 

and be binding on all persons and authorities including all members, creditors, 

depositors and employees of the recognized stock exchange and on all persons 

having any contract, right, power, obligation or liability with, against, over, to, or in 

connection with, the recognized stock exchange or its members.  

5. Where the Securities and Exchange Board of India is satisfied that it would not be in 

the interest of the trade and also in the public interest to approve the scheme under 

sub-section (2), it may, by an order, reject the scheme and such order of rejection 

shall be published by it in the Official Gazette:  

Provided that the Securities and Exchange Board of India shall give a reasonable 

opportunity of being heard to all the persons concerned and the recognized stock 

exchange concerned before passing an order rejecting the scheme.  

6. The Securities and Exchange Board of India may, while approving the scheme under 

sub-section (2), by an order in writing, restrict—  

(a) The voting rights of the shareholders who are also stock brokers of the 

reognised stock exchange;  

(b) The right of shareholders or a stock broker of the recognized stock exchange 

to appoint the representatives on the governing board of the stock exchange;  

(c) The maximum number of representatives of the stock brokers of the 

recognized stock exchange to be appointed on the governing board of the 

recognized stock exchange, which shall not exceed one-fourth of the total 

strength of the governing board.  

7. The order made under sub-section (6) shall be published in the Official Gazette and 

on the publication thereof, the order shall, notwithstanding anything to the contrary 

contained in the Companies Act, 1956 (1 of 1956), or any other law for the time being 

in force, have full effect. 

8. Every recognized stock exchange, in respect of which the scheme for corporatization 

or demutualization has been approved under sub-section (2), shall, either by fresh 

issue of equity shares to the public or in any other manner as may be specified by the 

regulations made by the Securities and Exchange Board of India33, ensure that at 

least fifty-one per cent of its equity share capital is held, within twelve months from 

the date of publication of the order under sub-section (7), by the public other than 

shareholders having trading rights :  

Provided that the Securities and Exchange Board of India may, on sufficient cause 

being shown to it and in the public interest, extend the said period by another twelve 
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months mentioned in The Securities Contracts (Regulation) Act, 1956 (Act 42 of 

1956), S. 4B
 
.  

 

CASE STUDY 

 

Harshad Mehta Scam (1992): - 

The making of the 1992 security scam 

They took advantage of the many loopholes in the banking system and drained off funds from 

inter-bank transactions. Subsequently, they bought huge amounts of shares at a premium across 

many industry verticals causing the Sensex to rise dramatically. The exposure of Mehta led 

banks to start demanding their money back, causing the Sensex to plunge. 

The 1992 security scam and its exposure 

"The crucial mechanism through which the scam was affected was the ready forward (RF) deal. 

The RF is in essence a secured short-term loan from one bank to another. Crudely put, the bank 

lends against government securities just as a pawnbroker lends against jewelry. The borrowing 

bank actually sells the securities to the lending bank and buys them back at the end of the period 

of the loan, typically at a slightly higher price. It was this ready forward deal that Mehta and his 

accomplices used with great success to channel money from the banking system."
8
 

In a ready-forward deal, a broker usually brings together two banks for which he is paid a 

commission. Although the broker does not handle the cash or the securities, this was not the case 

in the prelude to the Mehta scam. Mehta and his associates used this RF deal with great success 

to channel money through banks. 

The securities and payments were delivered through the broker in the settlement process. The 

broker functioned as an intermediary who received the securities from the seller and handed 

them over to the buyer; and he received the check from the buyer and subsequently made the 

payment to the seller. Such a settlement process meant that both the buyer and the seller may not 

even know the identity of the other as only the broker knew both of them. The brokers could 

manage this method expertly as they had already become market makers by then and had started 

trading on their account. They pretended to be undertaking the transactions on behalf of a bank 

to maintain a façade of legality. 

Mehta and his associates used another instrument called the bank receipt (BR). Securities were 

not traded in reality in a ready forward deal but the seller gave the buyer a BR which is a 

                                                           
8
How Harshad Mehta did it again, SUCHETA DALAL, http://www.suchetadalal.com/?id=b4132238-f733-9004-

492e822841a8&base=sub_sections_content&f    



International Journal of Integrated Studies and Research 
 

Volume 1, Issue 4  ISSN 2582-743X 
 

©IJISAR   pg. 66 
 

confirmation of the sale of securities. A BR is a receipt for the money received by the selling 

bank and pledges to deliver the securities to the buyer. In the meantime, the securities are held in 

the seller’s trust by the buyer. 

Complicit lenders 

Armed with these schemes, all Mehta needed now were banks which would readily issue fake 

BRs, or ones without the guarantee of any government securities. His search ended when he 

found that the Bank of Karad (BOK) and Metropolitan Co-operative Bank (MCB) two small and 

little known lenders, were willing to comply. The banks agreed to issue BRs when required. 

Once they issued the fake BRs, Mehta passed them on to other banks who in turn lent him 

money, under the false assumption that they were lending against government securities. Mehta 

used the money thus secured to enhance share prices in the stock market. The shares were then 

sold for significant profits and the BR retired when it was time to return the money to the bank. 

Outcome  

Mehta continued with his manipulative tactics, triggering a massive rise in the prices of stock. 

Upon the exposure of the scam, several banks found they were holding BRs of no value at all. 

Mehta had swindled the banks of Rs 4,000 crores. The scam came under criticism in the Indian 

Parliament, leading to Mehta's eventual imprisonment.  

WHY CORPORATIZATION? 

 

 Rationalized Governance: - The corporate model will enable management to take actions that 

are in the best interest of customers and the exchange itself. There would be transparency. 

 Investors Participations: - A demutualized exchange provides both institutional investors and 

retail investors the opportunity to become shareholders. Institutional investors require much 

greater liquidity for block trading. 

 Competition from Alternate Trading System’s (ATS) and Electronic Communication 

Networks: - ATS and Electronic Communication Networks provide cheap and efficient 

access to quoted stocks unlike traditional stocks exchanges. To cope with competition, 

exchange required funds. While members have limitations in raising funds. 

 Globalization: - Historically brokers and exchanges were locally focused. Exchanges did not 

face meaningful competition from exchanges in distance places. Through alliances, 

exchanges seek to attract more investors by harmonizing distinct trading environment and by 

offering greater product variety. 

 Resources for capital investment: - One of the drivers of stock exchange demutualization is 

screen trading, which has replaced floor trading on most exchanges. Once customers have 
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direct access to screens, exchanges memberships no longer have as much economic value 

and clearing firms rather than traders become a dominant force in exchange activities.
9
 

LATEST POSITION 

The Securities and Exchange Board of India in its communication dated January 30, 2003, has 

given stock exchanges six months to prepare a scheme for implementing corporatization and 

demutualization as recommended by the Kania Committee. 

 

SEBI has advised the exchanges to submit a scheme, together with the changes in rules, byelaws 

and articles that would be required to implement the scheme, within the time frame for its 

approval. Since some of the recommendations of the Kania Committee require legislative 

changes with regard to Securities Contract (Regulations) Act, 1956, Income Tax Act, 1956, and 

the Indian Stamps Act, 1899 to facilitate corporatization and demutualization of the stock 

exchanges and to grant fiscal exemptions to encourage this process
10

, the matter has been taken 

up with the central government. 

 

Any stock exchange that fails to comply with the requirement of corporatization and 

demutualization by the appointed date, and is accordingly derecognized, will have to distribute 

its assets in accordance with the provisions of the respective rules and laws, the committee 

observed. 

 

The Honorable Union Finance Minister in his budget speech for 2005-06 had announced the 

corporatization and demutualization of stock exchanges. Accordingly SEBI had notified the 

demutualization of stock exchanges except the Coimbatore Stock Exchange and Mangalore 

Stock Exchange. 

 

In the post demutualization period, it has become crucial to decide the future role of Regional 

Stock Exchanges (RSEs).  

 

RECOMMENDATIONS AND CONCLUSION 

As corporatization and demutualization of a stock exchange is essentially a conversion from a 

not-for profit entity to a for-profit company, and would result in a distribution of assets, the 

Income Tax Act should be amended if necessary, so that the past profits of an stock exchange 

which were not taxed when it had the character of a not for profit entity should not be taxed 

when its character changes. In other words, the accumulated reserves of the stock exchange as on 

                                                           
9
 Corporatization, WIKIPEDIA (2021), https://en.wikipedia.org/wiki/Corporatization  

10
Shaji Vikraman, Corporatization of Stock Exchanges may need changes in Act, 

https://www.scribd.com/doc/7956323/Demutualisation-Corporatization-of-Stock-Exchanges  
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the day of corporatization should not be taxed. However, there would be no objection to taxation 

of these reserves, in the hands of the shareholders when these are distributed to shareholders as 

dividend at the net applicable tax rate; equally all future profits of the stock exchange after it 

becomes a for profit company may be taxed - Notwithstanding any provision, judgment or order 

to the contrary or inconsistent therewith, a statutory provision should be made in the Income Tax 

Act, so that the issue of shares and trading rights in lieu of the card should not be regarded as 

transfer within the meaning of Section 47(xiii) of the Income Tax Act. 

A cogent suggestion in furthering the Corporatization of Stock Exchanges would be that the 

trading card system be replaced by the deposit system wherein the money deposited by the 

member to obtain trading rights only, be considered as deposit with the stock exchange for 

trading purpose.
11

 While the Group favors the deposit system, it would like to leave the choice of 

adopting either the card or the deposit system to the exchanges. Furthermore the procedures to be 

adopted if the deposit system is accepted by an exchange for the purpose of segregation of the 

trading rights and ownership.  

It is far-fetched that all the 23 stock trades would keep on filling a financial need even in the 

medium term; it was of the view that it would be dependent upon the stock trade to pick whether 

it ought to converge with some other stock trade or keep on working freely. This decision would 

be predicated on the business contemplations of the concerned stock trade. Anyway 

corporatization and demutualization ought to encourage the procedure of merger of stock trades. 

This process of Corporatization has provided a big opportunity for regional stock exchanges to 

merge, consolidate or close down their businesses. SEBI should use this as a chance to nudge 

smaller bourses towards closure and encourage their broker-members to merge and morph into 

larger corporate memberships that can trade on the BSE or the NSE
12

. In fact,SEBI ought to try 

and think about setting up a group of specialists to offer advising and direction on law, tax 

assessment and the corporatization procedure to little provincial dealers. The Kania Committee's 

proposals could then prompt a huge rebuilding of the Indian capital market and lessen the 

quantity of bourses to a sensible and renewed five or six. 

 

 

 

 

 

                                                           
11

AVTAR SINGH, COMPANY LAW, 9
th

 ed.,(Eastern Book Company) (1989). 
12

Manna Sujoy, Corporatized BSE likely to join hands with weak stock exchange, THE ECONOMIC TIMES, 

August, 27, 2002.  


