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ABSTRACT

This article explores the scope and prevention of oppression and mismanagement in Indian
company law, with a focus on the remedies provided under the Companies Act, 2013. While
the Act does not expressly define the terms “oppression” and “mismanagement,” their
contours have been shaped through judicial interpretation on a case-by-case basis.
Oppression generally involves conduct that violates principles of fair dealing and prejudices
members’ rights, while mismanagement refers to dishonest or incompetent handling of
company affairs, including violations of the Memorandum of Association, Articles of
Association, or statutory obligations. Through case law, the courts have clarified what
constitutes oppression or mismanagement and what falls outside their scope. Although the
legislative intent is to safeguard minority shareholders against majority abuse, much of the
litigation has also arisen from disputes among directors and internal struggles for corporate

control. This article seeks to clarify the nature of oppression and mismanagement, analyze

judicial pronouncements, and evaluate how effectively the existing legal framework

balances the interests of shareholders, directors, and the larger corporate structure.

KEYWORDS: Oppression, Mismanagement, Minority Rights, Corporate Governance,
Companies Act 2013, NCLT.
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Corporate entities function on the principle of majority rule, which is considered the
lifeblood of corporate democracy and essential for smooth administration. Shareholders, as
the ultimate owners of the company, expect their investment to yield profits, and policy
decisions are usually taken by the majority. However, while majority control ensures
efficiency, it can also be misused to inflict unjust harm upon minority shareholders. Such

situations are recognized in law as oppression and mismanagement.

To address this concern, the Companies Act, 2013 devotes an entire chapter (Chapter
XVI, Sections 241-246) to the prevention of oppression and mismanagement. These
provisions confer what are often referred to as “qualified minority rights,” ensuring that the
voices of smaller shareholders are not drowned out by the power of the majority. The
remedies available under this chapter are both judicial and administrative, primarily through
the National Company Law Tribunal (NCLT).

Interestingly, while the legislative intent is to safeguard minority interests, much of
the jurisprudence in this field arises from disputes among directors themselves, with

allegations of oppression and mismanagement often being used as tactical tools in struggles

for control. This raises a paradox: directors, who are entrusted with managing and

supervising the company, sometimes claim to be victims of the very mismanagement they
are responsible for preventing. This complexity underscores the importance of judicial
interpretation, as neither “oppression” nor “mismanagement” is expressly defined in the Act.
Leaving these terms undefined has the advantage of flexibility, enabling courts to adapt to

varied circumstances, but it also creates uncertainty and inconsistency across cases.

Therefore, the prevention of oppression and mismanagement is not merely a statutory
mechanism but a judicially developed safeguard that balances majority power with minority

protection. This paper examines the meaning, scope, and judicial interpretation of
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oppression and mismanagement in India, while also exploring the circumstances under

which such claims are considered legitimate.

DEFINITION OF OPPRESSION IN COMPANY LAW:

Oppression in company law refers to the wrongful exercise of majority power in a
manner that is unfair, prejudicial, or burdensome to the minority shareholders. Although the
Companies Act, 2013 does not expressly define the term, courts have consistently
interpreted it as conduct that departs from the standards of fair dealing and violates the
equitable expectations of shareholders. Lord Cooper, in Elder v. Watson Ltd., described
oppression as a misuse of majority control to inflict harm upon minority shareholders, a
view later endorsed by the Supreme Court of India in Shanti Prasad Jain v. Kalinga Tubes
Ltd. Similarly, Black’s Law Dictionary defines oppression as the unfair or unjust exercise of

authority.

In practice, oppression encompasses acts that are prejudicial to members, the

company itself, or even the public interest, as recognized under Section 241 of the

Companies Act, 2013. Such acts may involve unfair exclusion from management, diversion
of funds, or decisions taken in bad faith. Therefore, oppression can be broadly understood as
the unjust conduct of majority shareholders that undermines the rights and interests of others

In a company.

DEFINITION OF MISMANAGEMENT IN COMPANY LAW:

Mismanagement in company law refers to the improper or dishonest conduct of a
company’s affairs in a manner prejudicial either to the company itself, its members, or the
public interest. Although the Companies Act, 2013 does not provide an explicit definition,

Sections 241 to 246 recognize situations where mismanagement may arise, such as when
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there is a material change in ownership, control, or membership that creates the likelihood

of the company’s affairs being conducted in a harmful or prejudiced way.

In essence, mismanagement can be understood as the unfair, inefficient, or dishonest
administration of corporate affairs, where the balance between majority and minority rights
is disturbed. As Palmer observed, the smooth functioning of a company requires a proper
equilibrium of these rights, and mismanagement occurs when this balance is disregarded.
Thus, mismanagement broadly covers any conduct of management that undermines
corporate governance, risks shareholder interests, or harms the company’s stability and

reputation.

LITERATURE REVIEW:

Review of Literature Following the passage of the Companies Act of 1956 and its
subsequent reform in the Companies Act of 2013, the study of oppression and

mismanagement within Indian corporate governance has garnered significant scholarly and

judicial attention. The importance of protecting minority shareholders in maintaining

corporate democracy is emphasised in early literature. Unchecked majority power frequently
results in prejudice against minority stakeholders, as noted by authors like Gower and
Palmer, which is why statutory safeguards are necessary. Sections 397-409 of the 1956 Act
were essential tools to stop repressive practices and managerial abuse, according to Indian

jurists like Avtar Singh and Ramaiah.

Modern academics observe a dramatic paradigm shift with the adoption of the
Companies Act, 2013. Now, Sections 241-246 give shareholders more options for remedies
and give the National Company Law Tribunal (NCLT) more authority. According to
research by UmakanthVarottil, these clauses guarantee both preventive and corrective

measures, bringing India's corporate law into line with international standards. Furthermore,
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scholarly commentary suggests that in order to reduce managerial misconduct, corporate
governance principles—such as accountability, transparency, and fiduciary responsibility—

have been incorporated into statutory provisions.

The relationship between corporate governance, SEBI's regulatory oversight, and
the function of independent directors in resolving internal conflicts is also examined in
recent research. However, detractors warn that the framework is still weakened by
enforcement issues, procedural hold-ups, and minority shareholders' lack of awareness, even

in the face of progressive legal reforms.

Accordingly, the literature shows that Indian company law has steadily changed from
reactive remedies to a preventive governance strategy meant to strike a balance between the

rights of minorities and majority power.

RESEARCH METHODOLOGY:

Methods of Research With the addition of comparative and analytical methods, the
research methodology used for this study on the prevention of oppression and

mismanagement in Indian company law is mainly doctrinal. To comprehend the theoretical

underpinnings and real-world implementation of the law, the study heavily draws from

statutory provisions, court rulings, and academic commentary.

Research Design: The design is analytical and descriptive. It seeks to document the
development of legal provisions under the 1956 Companies Act and their modification
under the 2013 Companies Act, particularly Sections 241-246. It also looks at how the
National Company Law Tribunal (NCLT) and appeal courts handle cases involving

management wrongdoing and shareholder oppression.
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Research Tools and Techniques: Judicial interpretations and statutory frameworks are
systematically reviewed using a qualitative content analysis method. The degree to which
Indian corporate law complies with global corporate governance standards—particularly
with regard to safeguarding minority shareholders—is also evaluated using a comparative

approach.

Limitations and Scope: Although references to international corporate governance
frameworks offer contextual information, the study is restricted to Indian company law.
Reliance on published material and the dynamic character of NCLT/NCLAT jurisprudence,
which has the potential to broaden or modify preexisting interpretations, are among the

limitations.

Finally, this approach combines comparative insights with doctrinal analysis to

assess how well Indian company law guards against mismanagement and oppression,

guaranteeing corporate justice and shareholder protection.

RESEARCH OBJECTIVES:

A. Analytical Goal: Examine the Companies Act of 2013's legal framework,
specifically Sections 241-246, which govern the prevention of oppression and
mismanagement. This entails researching the function of regulatory agencies such as SEBI
and the National Company Law Tribunal (NCLT), as well as examining court interpretations
through seminal case law. The goal is to assess critically if current regulations are adequate
to protect minority shareholders, uphold corporate equity, and encourage accountability in

businesses.

B. Practical Objective: To evaluate how well these legal protections work in practice

to stop majority shareholders from abusing their power and to safeguard the interests of




VOLUME 6 | ISSUE 1 AUGUST 2025 ISSN: 2582-7340

stakeholders. This entails determining real-world implementation challenges, assessing
corporate governance procedures, and proposing changes by contrasting Indian company

law with international best practices in order to strengthen shareholder protection measures.

1. Analysis of the Legal Framework to research the oppression and
mismanagement provisions of Sections 241-246 of the Companies Act, 2013. to evaluate

how the judiciary, SEBI, and NCLT handle shareholder complaints.

2. Study of Judicial and Case Law to assess seminal rulings interpreting
mismanagement and oppression. to determine patterns in minority shareholder judicial

protection.

3. Useful Efficiency to evaluate the difficulties in putting preventative measures

into practice to investigate Indian companies' corporate governance practices.

4. A Comparative Viewpoint to contrast international corporate governance
norms with Indian law. to suggest changes to improve the protection of minority

shareholders and guarantee management transparency.

India has a codified system under its Companies Act, 2013, empowering minority

shareholders and depositors to seek relief from oppression and mismanagement through the

National Company Law Tribunal (NCLT). The U.S. relies on a combination of statutory
rights, common law, and limited class action lawsuits, often favoring arbitration but facing
efforts to restrict its use in areas like employment and civil rights to increase corporate
accountability. Key differences include India’s specific tribunal-based mechanism for
corporate disputes and the U.S.’s broader, often litigation-based approach with varying

statutory protections.
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COMPARATIVE ANALYSIS:

India’s Approach

Codified Law: The Companies Act, 2013, specifically addresses prevention of oppression

and mismanagement (Sections 241-246).

National Company Law Tribunal (NCLT): Affected members or depositors can file
applications with the NCLT, which has the power to grant relief by issuing orders to the

company.

Empowerment of Minorities: The Act provides specific powers to minority shareholders,

allowing them to seek redress for oppressive acts by the majority.

Class Action Suits: Section 245 introduced the concept of class action suits, allowing both

members and depositors to institute proceedings against the company.

Focus on Unfair Conduct: Oppression is defined as affairs conducted unfairly, while

mismanagement involves actions detrimental to the company’s or public’s interests.

United States’ Approach

Common Law and Statute: The U.S. uses a mix of statutory rights and common law
principles to address corporate wrongs, with the approach varying depending on the nature

of the dispute.

Limited Arbitration Use: While arbitration is common, there are legislative efforts (like the
FAIR Act of 2022) to limit mandatory arbitration agreements in areas like employment and

civil rights, aiming to increase corporate accountability.
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Class Action Lawsuits: Members of a class can file lawsuits to address corporate

misconduct, providing a collective remedy for many individuals.

Varying Remedies: Solutions can range from court orders for specific corporate actions to
monetary damages, depending on the jurisdiction and the legal framework governing the

dispute.

Key Differences

Formal Tribunal vs. Broader Legal System: India utilizes a specialized tribunal system for
corporate disputes, whereas the U.S. relies on its general court system and diverse statutory

frameworks.

Explicit Minority Protection: Indian law offers more explicit and codified protections for

minority shareholders, reflecting historical issues with majority control.

Role of Arbitration: The U.S. has been increasingly restricting the use of mandatory

arbitration in certain areas, while India’s arbitration framework is still developing.

Scope of Action: India’s Companies Act, 2013, has a broader scope by allowing depositors

to initiate proceedings, not just shareholders

SUGGESTIONS:

Ideas for Preventing Mismanagement and Oppression Both the statutory provisions
and their actual enforcement are necessary for Indian company law to effectively prevent
oppression and poor management. Although the Companies Act of 2013's Sections 241-246
offer significant protections, additional enhancements can fortify corporate accountability

and minority protection.
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1. Fortifying NCLAT and NCLT Mechanisms Procedural delays in settling shareholder
disputes are one of the main obstacles. Cases involving oppression and poor management
can be resolved more quickly by expanding the number of benches, hiring specialised

judges, and implementing technology-driven case management.

2. Encouraging the use of alternative dispute resolution (ADR) Arbitration and mediation
can settle a lot of business disputes, which eases the load on tribunals. ADR procedures will
give shareholders prompt, affordable remedies when they are incorporated into company

law.

3. Raising Awareness of Minority Shareholders Minority shareholders frequently aren't
aware of their rights, which keeps them from exercising them. They can be empowered to
seek remedies against oppressive conduct through regular investor education programs,

shareholder activism campaigns, and regulatory guidance.

4. Increasing the Function of Independent Directors In order to preserve accountability and

transparency, independent directors are essential. To ensure independence from controlling
shareholders, their appointment process ought to be more stringent. Enhancing oversight can

also be achieved through regular training on corporate governance concepts.

5. Best Practices in Comparison Using international procedures, like the derivative actions
that are available in the US and the UK, can give shareholders more ways to hold
management responsible. Stricter disclosure requirements and compliance monitoring

systems ought to be incorporated by India.

6. Reforms in Law and Policy Mismanagement will be further discouraged by enacting
stronger sanctions for oppressive or fraudulent behaviour, requiring regular governance

audits, and promoting corporate whistleblowing procedures.
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CRITICAL ANALYSIS:

Gives minority shareholders a way to get justice in court. The NCLT's flexible
powers make it easier to take quick action to fix things. Class action makes it safer for
investors and depositors. Weaknesses: Threshold requirements (10% shareholding/100
members) can sometimes stop real minority claims. NCLT's heavy workload slows down

relief. Small investors don't know about it.

CONCLUSION:

In conclusion Under Indian company law, preventing oppression and poor
management is an essential safeguard for upholding corporate accountability and fairness. In
comparison to its predecessor, the Companies Act, 2013—specifically Sections 241 to
246—has reinforced the statutory framework by finding a balance between minority
protection and majority control. In order to ensure that minority voices are not muffled by
majority dominance, judicial precedents like Shanti Prasad Jain v. Kalinga Tubes Ltd. and

Needle Industries v. Needle Industries Newey (India) Holding Ltd. have further defined the

scope of oppression, mismanagement, and shareholder remedies.

Practical difficulties still exist, though, in spite of progressive legislation. The
impact of these provisions is frequently diminished by procedural delays in tribunals, a lack
of awareness among minority shareholders, and enforcement obstacles. Results can be
greatly enhanced by bolstering NCLT's operations, encouraging alternative dispute
resolution, boosting the function of independent directors, and implementing comparative
international practices. In summary, preventing oppression and poor management is
essential to good corporate governance and goes beyond a legal requirement. Maintaining
stakeholder protection, investor confidence, and the long-term viability of Indian businesses

all depend on an open, equitable, and participatory corporate environment.
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