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LOK SABHA
Monday, 26th August, 1955

The Lok Sabha met at Eleven of
the Clock. .

[MR. SPEAKER in the Chair]
ORAL ANSWERS TO QUESTIONS

Khadi and Village Industries

*1159. Shri Radha Raman: Willthe
Minister of Production be pleased to
state :

(a) whether the amount of grant to
be given to the All-India Khadi and Vil-
lage Industries Board in 1955-56 has been
increased ;

(b) if so, the total amount sanctioned
therefor ;

(¢) whether the grant is intended for
any spec.fic items ;

(d) if so, what arc those items and
the amount reserved for each item ; and

(¢) the amount sanctioned for the
vpening of additional Khadi Emporia
like those in Delhi and Bombay ?

The Deputy Minister of Production
(Shri &:r;h Chandra) : (a) Yes, Sir.

(b) Rs. § crores.

(¢) The amount sanctioned for Khadi
cannot be utilized for Village Industries
and vice versa. Specific allorments have
not been made for each of the Village In-
dustries.

(d) (i) Khadi—Rs. 350 lakhs includ-
ing a tevolving credit of Rs. 150 lakhs.

(i) Village Industries—Rs. 150 lakhs
including a revolving credit of Rs. 15
lakhe.

(¢) The Board carrics on its trading
operations by utilizing the amounts placed
at its disposal through revolving credits.
No amount has been separately sanctioned
for opening the Emporia. The realizations

253 LSD—1.

4136

made by the Board in a particular month
are credited to Government and the
revolving credits are recouped in the
succeeding month to the extent of the
receipts so credited.

. Shri Radha Raman : May I know
if the Khadi and Village Industries Board
in applying for further grant to the Gov-
ernment, asked for more amount than has
been sanctioned, and if so, what was the
actual application for ?

Shri Satish Chandra : The Khadi
and Village Industries Board frame their
proposals and send them to the Govern-
ment. The new schemes drawn up during
the course of the year are examined from
time to time, first hy the Board itself and
then by the Government. An assurance
has been given to the Board that these
schemes will not be held up for want of
funds alonc. . However, the Board has
not been able to utilise so far the amount
already sanctioned.

Shri Radha Raman : My question
was : what was the actual amount for
which schemes were placed before the
Government by the Khadi and Village
Industries Board ?

Shri Satish Chandra : I have got
with me the budget estimates according
to which sanctions are given. There are
many items. I can read out the details.

Mr. Deputy-Speaker : No, no. He
wants only the total amount.

Shri Radha Raman : Yes, Sir.

Mr. Deputy-Speaker :  All right, It
will require some totalling up.

Shri Satish Chandra : [ do not
know what was the demand made by the
Board before the budget was framed,
but they have been assured that none of
their schemes will be held up for want
of funds. The Board has been informed
that an additional sum of Rs. 2 crores, i.e.,
Rs. 1 crore for Khadi work and Rs. 1 crore
for village industries, will be available to
them in addition to the budger grants,

Shri Radha Rambhn : What are the
specific items included in the scheme
which the Board submitted and the Gov-
emment have accepted for Rs. 5 cfores in
different sections, village industries gas .
well as Khadi?
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Shri Satish Chandra : He wants
me to read out the break-up.

Mr. Deputy Speaker : It is a tabular
statement. .

Shri B. S. Murthy : May | know
whether this Board has got branches in
all the States, and if so what are the special
benefits given to the local cottage indus-
tries through the Board ?

Shri Satish Chandra : This Board
has set up Khadi and Village Industries
Boards in such States, where the State
Governments have agreed to form one,
Otherwise, it carries on its activities through

well-known non-official recognised insti- -

tutions.
Iron and Steel Factories

*1160. Shri Barman : Will the Mi-
nister of Commerce and Industry be
pleased to state :

(a) whether any Indian has been as-
sociated in designing and -planning of
any of the Iron and Steel Factories which
hn:‘rc so far been established in India ;
an

(b) if not, the steps that are being taken
to train Indians for designing and planning
of this Industry ?

The Minister of Industries (Shri
Kanungo) : (a) Information relating to
the original stecl factories is not available,
In connection with the modernisation and
expansion plans of those factories, now
under way, Indians are being associated
to the extent the circumstances permit
in each case.

(b) Does not arise.

Shri Barman : May I know the
latest production target under the expan-
sion scheme of TISCO and SCOB and
whether that will be done with the help
of foreign engineers and technicians or
with the help of our own people ?

The Minister of Commerce and
Industries and Iron and Steel (Shri
T. T. Krishnamachari) : So far as
‘Tatas are concerned, the latest production
targets, provided the expansion plans go
through, will be 2 million ingots, or some-
where about 1-4 million tons of steel.
So far as TISCO is concerned, it will be
about a million ton ingots or about 800,000
tons of steel. The position as mentioned
by my colleague still remains true. So
far as designing is concerned, it has got
to be donc with foreign experts, but In-
dians will be associated in the work of
designing.

Shri Barman: Is it a fact that India
is the rithest country so far as iron ore is
concerned both in quality and in quantity,
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and if so, whether the Iron and Steel
Ministry contemplates in future to have
installations of iron and steel factories
and for that purpose to train our people
in foreign countries, in foreign firms be-
sides the three firms that are going 10
help us?

Shri T. T. Krishnamachari : So
far as.the content of iron ore is concerned,
it is reasonably good. Whether we are
richest or not is probably a matter of
opinion. Probably other countries have
not made a study of their ore resources,
but any question of expansion beyond the
gresent target of 4°'5 million tons of

nished steel or 6 million tons of ingots is
at the moment not within practical bounds.
1 would like to tell the hon. Member and
the House that the question of finding
personnel even for these three new, plants
that we are contemplating looks to me —
I suppose probably because of my own
deficiencies—almost a superhuman task,
and I would not advise Government at this
stage to look beyond the present target.
May be, two years hence we would be in &
better position to estimate our needs and
our resources both in the matter of men,
moncy and personnel.

Shri Sarangadhar Das : Although
there may not be any possibiility of further
expansion within the next five years or so,
cven then, is aay attempt being made to
train enginecrs who will design the plants
in future or any expansion of the existing,
plants or the proposed plants ?

ShriT. T. Krishnamachari: 1would
not rule out the possibility of our con-
sidering expansion within a period of
five years. In fact, if my personal opinion
is asked, may be the beginning of 1958
would be a proper time for us to take
stock of the future, but it all depends. The
question of the future possibility in re-
gard to training men depends on our
initial attempts to ‘train men for these
three steel plants. May be, if young men
are associated in the work of these steel
plants, they will get enough knowledge
to be able to design future plants as and
when necessary.

Lahore Transit Camp

*3161. ShriD. C. Sharma : Will the
Minister of Rehabilitation be plcascd
to state :

(a) the amount spent on the Lahore
Transit Camp in 1954-55 ; and

(b) how long this camp will continue
to function ?

The Mdnister of Rehabilitation (Shrk
Meher Chand Khanna ): (a)Rs. 42,375/2/-
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(b) It.is not possible to make an es-
timate at this stage.

Shri D. C. Sharma : May I know
how many persons are saying in this
transit camp at Lahore waiting for eva-
cuation to India ? .

Shri Mehr Chand Khanna : [ do
not know the number of persons staying
in the camp at the present moment, but
I have a break-up which indicates that
during the last five or six years, as many
a8 16,844 persons have used this transit

Shri D. C. Sharma : May I know
on what items the expenditure referred
to by the hon. Minister has been incur-
red

Shri Mehr Chand Khanna : There
are only two main items ; one is the es-
tablishment, and the other is the contin-
gencies.

Shri Kamath : Is there active co-
ordination fund collaboration between the
Ministry of Rehabilitation and the Ministry
of Works, Housing and Supply, so far as
the work of the recovery of abducted per-
sons is concerned ?

Shri Mehr Chand Khanna: How
does it arise out of this question ? Here,
we are referring to a camp that is in

ore; which receives non-evacuees who
want to come to India, persons who may
have been forcibly converted to Islam dur-
ing the time of Partition, and Indians
going to Pakistan for business and other
matters, This camp is simply used for
accommodating those persons  during
their transit either from Pakistan to India
or from India to Pakistan, for a temporary
period.

Shri D. C. Sharma : May I know
whether there are any applications pend-
ing with the Ministry of Rchabilitation
from those persons who are waiting for
crossing over to India, and whether the
question of Hafijans who are asking to
be sent across to India has been solved ?

Shri Mehr Chand Khanna : This
camp is being administered by our De-
puty High Commissioner in Lahore.
Applications are received from time to
time, people are Fll.ced in the camp, and
after the normal formalities have been
gone into, they are sent &across.

Shri Gidwani : May I know whether
the Pakistan authorities are putting any
impediments in the way of their removal
to India ?
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Shri Mehr Chand Khanna : In
their removal to India, I would re-
quire notice. But as far as my information
goes, all these cases are duly examined.
There may be a difficulty arising here and
there, but I have no personal knowledge
at the moment,

Salt

*116¢. Shri Ibrahim : Will the
Minister of Production be pleased to state
whether any kind of control is being ex-
ercised at present by Government on
the production and distribution of salt ?

The De&uty Minister of Production
Shri Satish Chandra) : The manu-

ture of salt is subject to the terms and
conditions of a licence granted by the
Salt Commissioner. The persons whose
individual holdings do not exceced 10 acres
are exempt from this licence. Quality
control is enforced on salt produced by
the licencees and sub-standard salt con-
taining less than 94% Sodium Chloride
is not normally released for human con=-
sumption.

Large dealers in Calcutta with stocks
exceeding 1,000 tons are required to
maintain & certain percentage s Teserve
which cannot be disposed of without the
permission of the Salt Commissioner.

In order to ensure movement under
the Zonal Scheme drawn up under Scc-
tion 27(A) of the Indian ilways Act,
1890, a limited control is exercised on
movement of salt from Production Cenires
to Consuming Areas, There is other-
wise no restriction on the movement b¥
road, river, rail, or any other mode o
transport. ‘

Somc State Governments also cxercise
control over the sale, distribution and
price of salt in their respective lerritor-
ies.

Shri Ibrahim : May 1 know the
annual consumption of rof.'k-ult in India ?

Shri Satish Chandra 1 At present,
rock salt is not being imported.

Shri Ramachandra Reddi : What
sort of control is maintained over the
unlicensed salt manufacturers who are not
able to keep up the standards of consumable

salt ?

Shri Satish Chandra : There is
already a clause in the licence, according
to which the quality of salt can be con-
trolled. *Government are  consideri
the proposal now to enforce it for all
smalrholdingl in other States also.

*This was later corrected by the Deputy Minister of Production vide Column No. 41644
\
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Shri Kasliwal : May | know whe-
ther Government propose further to
relax controls on the production and
distribution of salt in addition to what
has been stated by the hon, Minister ?

Shri Satish Chandra : As I said,
there is not much of statutory control.
If the hon. Member has heard my answer,
he will find that the only control exercised
at present is on the zonal movement.
That in fact assists the movement of salt
from the producing centres to the con-
suming areas. The quality control is of

culurse exercised on the production of
salt,

Shri Ramachandra Reddi: I wanted
to know about the manufacture of salt
by unlicensed manufacturers. Is any
sort of control maintained over those people

wilth?rcgard to the manafacture of standard
salt

Shri Satish Chandra : The answer
that I gave was in regard to unlicensed
manufacturers. Thesalt manufactured by
licensed manufacturers is subject to qua-
lity control. *But as far as unlicensed ma-
nufacturers are concerned, whose holdings
are less than 10 acres, it is now being sub-
jected to quality control in Madras, apd
the idea is to extend i1 to other State.

Shri V. P. Nayar : In answer to a
supplementary, the hon. Minister stated
that there is no rock-salt manufactured in
India at present. May I know whether
Government are aware that for purposes
for which rock-salt has to be used, es-
pecially medicinal preparations, the rock-
salt has to be purchased at prices varying
from about 25 times the normal price of
rock-salt, because it is in terrible short
supply here ?

Mr. Deputy-Speaker : That is &
su!ggcstmn for the production of rock-
salt,

Shri V. P. Nayar : We are importing
rock-salt from Pakistan.

Mr. Deputy Sperker : ‘[hat is only
a suggestion for acicon. If the hon,
_Mu; ter wants to explain, I have no ob-
jetiva

The Minister of Production (Shri
K. C. Reddy) : A small quantity of
rock-sa ¢ is being produced at Mandi.
Apart from that, I may tell the hon. Mem-
ber that according to the recent trade
agreement between India and Pakistan,
a certa , quantity of rock-salt has been
agreed to be imported.
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Shri 8. V. Ramaswamy : May I
know what technical advice Government
provide to the small manufacturers to
n:lanuf;acture salt to standard specifica-
tions

Shri K. C. Reddy : The Sait De-
partment hag a scheme by means of which
the quality of salt etc., that is produced
may be improved. They have drawn up
a five year scheme, and it is being im-
plemented gradually, and wunder this
scheme, the small manufacturers also will
be benefited.

Steel Fabricating Units

*1167. Shri Bhagwat Jha Azad : Wili
the Minister of Iron and Steel be pleased
to refer to the statement made by him
in the House on the 15th April, 1955 and
state :

(a) whether any final decision has since
been taken for the setting up of three
steel fabricating units with foundry and
forging capacity in the country ; and

(b) if so, whether they will be estab-
lished by public sector or private sector

The Minister of Industries (Shri
Kanungo) : (a) No, Sir. But the matter
is under consideration.

(b) Does not arise.

Shri Bhagwat Jha Azad : By what
time can we expect Government to come
to a final decision on this matter ?

Shri Kanungo : Shortly.

Shri Bhagwat Jha Azad : What is the
meaning of *shortly’ ?

Shri Kanungo : I cannot give a date,
but I believe it will be within this year.

Shri Bhagwat Jha Azad : May I
know whether any decision has been taken
about the location of the fabricating
units ? .

The Minister of Commerce and
1 ustryand Iron and Steel (Shri T. T.
Kr.shnamachari) : I would like to
explain further whar my colleague has
said. The problem of sctting up forging
plants ard foundries on a big rcale is
not an casy thing. e technical prob-
lems involved therein are rather difficult,
We are investigating into the possibility
of getting the type of machinery that
is required, the type of plants that we
require etc., and I am afraid a technical
evaluation of our needs will certainly
take time. It is really not a matter ¢
my going and purchasing something in
the bazar tomorrow and setting it up.

*This was later corrected by the Deputy Minister of Production wide Column No. 4164
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hri t Jha Azad : May I
know whether in this attempt we are gett
ing assistance of any foreign technica
stafl ?

Shri T. T. Krishnamachari : Not
so far as it is proposed at present. Per-
haps, if the need arises, we might approach
one of our friends for some technical assis-
tance.

Mr. Harvill Weller

*5168. Shri Gidwani : Will the Mi-
nister of Irrigation and Power be pleased
to state :

(#) whether it is a fact that Govern-
ment have invited Mr. Harvill Weller of
the Mississipi River Commission to ad-
vise on flood "“ntrol measures ; and

(b) if so, the sa ary o be paid to him
for his assignment in India

The Deputy Minister of Irrigation
and Power (Shrl Hathi) : (a) Yes, Sir.

(b) No salary was paid to Mr. Weller
He was paid only the actual travelling
expenses incurred by him on his visits to
project sites in India.

Shri Gidwani : When was the Flood
Control Board appointed here, and what
measures have been adopted so far to
control the floods ?

Shri Hathi: I think the first Flood
Control Board met in September, 1954.
Subsequent to that, various States were
reguested to have State Flood Control
Boards. By now, 11 States have formed
State Flood Control Boards.

Shri Gidwanl: May I know whe-
ther any embankm=nts hav: bsen washed
away duting the recent floods, and if so,
what has been the loss ?

Shri Hathi : On what project or
in what particular area does the hon.
ber want the information ?

Shrl Gidwani : On Kosi.

Mr. Deputy-Speaker : How does it
arise out of this ? One Commissioner
Same here for the purpose of inquiring
and giving advice. Has he given advice
that this must be washed awy ?

_Shri B. S. Murthy: Whar are the
rivers studied by this gentleman, and
may I know whether he has given any
report up till now ?
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Shri Hathi: This expert visited
Dibrugarh, - Palasbari and iin

Assam, Jalpaiguri in West Bengal and
Kosi in Bihar. He also went to the
Central Water and Power Research staion
at Poona and studied the m dels tnere.
He has submitted a report also. He has
made about six to seven recommends-
tions. ,

Shri B. S. Murthy : What arc the
other rivers he was commissioned to study
and report ?

Shri Hathi: He was only required
to visit thesc sites.

Shri Gidwani: What is the nature
of ého?ee seven recommendations he has
made

Shri Hath: Technical nature.

Shri Kamath: Is it not a fact that
very recently some of our engineers went
to China to study flood control schemes
there, and have submitted their report ?
If so, which of the two techniques and
methods, the Chinese technique and
method or the American technique or me-
thod, ?is more suitable to Indian condi-
tions

Shri Hathi: I may mention for the
information of the hon. Member that the
Chief Engineer of China also came here.
He also looked into the Kosi project—he
also had an opportunity of seeing our work
on the Kosi project.

]

Shri Kamath: My question was dif-
ferent. Which of the technique ormethods
is more suitable to Indian conditions--
the Chinese or American ?

Shri Hathi : The condition, of course,
varies according to river conditions, not
according to a particular country. The

problems nerally are the same, but
this similarity is not with regard to coun-
try, but with regard to the nature of

the river. And so far as flood is con-
cerned, the problem presented by the
Kosi resembles the problem presented
by the Chinese river,

Shri Kamath : I asked about the
two methods—will they co-exist here?

Dr. Rama Rso : Our engineers have
drawn up a scheme for. flood control .
and t.hzr have been proceeding on a
cetfain line. Are the recommendations
méde by the American engineer materially
different from the line that our engineers
have been following?

Shri Hathi : They mostly agree,
there is n~ material difference,
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Shri V. P. Nayar : May I know whe-
ther Government are aware that iny the
year 1952 a very claborate survey was
made in regard to the position of small
scale and eottage industries in the Tra-
vancore-Cochin State by Dr. P, J. Thomas,
and that this specialist when he visited
Travancore-Cochin was not even shown
a copy of the report submitted by Dr.
Thomas ?

Shri Kuungo : It is quite possible,

Shri S. V. Ramaswamy : May I
know whether there are an JaFAmm
experts who have been invited? If not,
in view of the fact that Japan is pre-eminen-
tly a nation of small scale industries
is it in the contemplation of Government
to have the assistance of Japanese experts ?
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Shri Kanungo : At the moment,
we are concerned with the marketing and
ecomomics and planning. As far as the
Japanese experts are concerned we tried
to get them, but we could not get them.

Shri Bhagwat Jha Azad: May I
know whether these experts have sub-
mitted any report? If so, what aspect
of the problem they have emphasised ?

Shri Kanungo: One has submitted
a report onthe marketing side and it is
under consideration,

Shri Joachim Alva : What is the real
policy of Government in regard to small
industries? Is itto get foreign experts
in industries which are dying and which
really need requisite ﬁnmci.aF help, or is
to get Danish experts—according to a state-
ment made by the hon. Minister--on a salary
of Rs. 3000 to revive our lock industry,
when we have got suffcient local talent in
Aligarh ?

Shri Kanungo: It is not a matter of
policy. The question is about e(_lﬁn‘.ing
expert advice on improving the t ique

production and also finding out new
line of production. ’
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Shrimati Sushama Sen: May I
know whether Government are aware that
the Simla hill station has lately been very
sadly neglected? Is there any plan to
restore its popularity ?

Shri S. N. Mishra: I do not have
any scheme for attracting more people
to Simla at the moment. I do not
have even that imformation that Simla
15 getting unpopular.

Shrl C. D. Pande: Are Government
aware that since there has been a great deal
encouragement to tourist tr affic to Kashmir,
most of the hill stations in other parts
are suffering ? .

The Minister of Rehabilitation (Shri
Mehr Chand Khanna): Including
Naini Tal.

Shri S. N. Mishra: No, Sir, The
Planning Commission has no information
about that.

Evacuee Agricultural Lands

*1173. Dr. Satyawadi: Will the Min..
ister of Rehabilitation be pleased to
state the progress so far made towards
conferring the ownership rights in res-
pect of the Evacuee Rural Agricultural
Lands and houses to the allottees in the
States of Punigb and P.E.P.S.U.?

The Minister of Rehabilitation (Shri
Mehr Chand Khanna): The requisite
staff has been appointed in the Punjab
and P,E.P.3U, and the work has just been

tarted by the two state Governments.
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Kashmir

*1175. Shrl Bogawat :  Will the
Prime Minister be pleased to
state whether any date has been fixed
for the next meeting of the Prime Min-
isters of India and Pakisten for discus-
sing the Kashmir issue ?

The Parliamentary ecretary
the Minister of External Affaire
Sadath Ali Khan): No date has been
fixed for the next meeting,.
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Shri Bogawat: May I know if it
is necessary to have a discussion so far as
the atrocities committed in the ‘Azad’
Kashmir area are concerned? If so,
what are those atrocities committet against
the inhabitants of that area, and have
the Govenment written anything regarding
these atrocities ?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : [ really do not understand the
sudden leap that the hon, Member
has taken to certain alleged occurrences
in the ‘Azad’ Kashmir area. The ques-
tion was about certain date of a mecting.
Bvidently, he has read some newspaper
reports. I have read them too; I have
had other reports also. From it, one
generally gathers that things are not very
bright in the ‘Azad’ Kashmir area. But
what more can I say about it? I have
no mind to discuss it.

Shri Bogawat : May I know if Go-
vernment have written so far as these
atrocities are concerned ?

Shri Jawaharlal Nehru : To whom?

Shri Bogawat : To the Pakistan
Government,

Shri Jawaharlal Nehru : No, we
have not, '

Shri Bhagwat Jha Azad : May I
know whether the attention of Govern-
ment has been drawn to the recent pro-
paganda campaign started in Pakistan
about launching satyagraha in Kashmir
and, if so, have the Government of India
sent a protest against this campaign ?

Mr. Deputy-Speaker : All that does

not arise under this question,

Shri Kamath : Is it a fact that in the
wake of the Home Minister’s speech,
the Chief Minister of Jammu and Kashmir
has, a couple of days ago, declared that
there will be no plebiscite in Kashmir
till eternity? Considering that he, rather

are voicing the views of the vast mas-
ses of the people of India and Kashmir
does the Prime Minister think that any
useful purpose will be served by dis-
cussing this aspect of the matter with
the Prime Minister of Pakistan?

Shrl Jawaharlal Nehru The Govern-
ment of Tndia does not deal with eternity
at any time, It deals with present pro-
blems as they arise. The Gevernment
of India, so far as it has made any com-
mitments stands by them, and will go on
standing by them.
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Evacuee Property in Delhi

*1178. Chaudhri Muhammed Shaf-
fee : Will the Minister of Rehabilitation
be pleased to lay statement on the Table
of the House showing :

(a) the total number of evacuee pro-
perties in the rural areas of Delhi gr.ate
allotted to displaced persons so far;

(b) the total number of such evacuee
properties which have not been allotted
to displaced persons so far; and

(c) the reasons for not allotting them ?

The Minister of Rehabilitation (Shri
Mehr Chand Khanna) : (a)

(i) Lands and gardens—10,430 acres.

(i) Houses, shops and plots—2,949
units.

(b) (i) Lands and gardens—6,727 acres
(ii) Houses, shops and plots—996 units,

(c) (i) The lands and gardens could not
be allotted for the following rea-

. sons —

(1) 1,489 acres are included in
colonies for displaced persons.

(2) 1,389 acres are in the possession
of local tenants.

(3) 3,607 acres are bamjar land.

(4) 242 acres have become available
only recently as a result of sepa-
ration of evacuee and non-eva-
cuee interest.

(ii) The houses, shops and plots could
not be allotited partly because some
are in a state of disrepair and other
are situated in villages for which
there is no demand.

) ed Ogage g e S
PSS e dlade
— b bt il oS ol 8 S
[Chaudhuri Muhammed Shaffee]:
May I know the extent of property whose
owners are here—the property which was

declared as evacuece progcrly but now
restored to them so far ¢)
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Chaudhuri Muhammed Shaffee :

en will the cases of these applicants
be settled ?]
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Shri Bhagwat Jha Azad : In view
of the fact that so many concessions are
being given to the refugees, do Govern-
ment consider the possibility of revising
its policy and allotting the houses to the
present occupants instead of putting them
up for auction?
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Shri Mehr Chand Khanna : [ do
not understand the implication ot ‘con-
cessions’. Will the hon. Member ex-
plain it further so that I may be in a posi-
tion to answer the question?

" Shri Bhagwat Jha Azad : I will
put a straight question. May I know
whether Government propose to revise
its policy and allot these houses instead
of putting them up for auction and selling
them at higher rates?

Shri Mechr Chand Khanna: It is
now a different quesiion. A copy of
the rules has been placed on the Table of
the Sabha and a motion is geing to be dis-
cussed in this honourable House on the
14th of next month. The hon. Member
will have ample gpportunity to place his
views, and I shall also have the opportunity
to reply. -

Shri Bhagwat Jha Azad: Will the
hon. Minister consider the postponement
of such sales in public auction till it is
considered by this House?

Shri Mehr Chand Khanna: At the
present moment all the sales that are being
undertaken are above a certain value,
and the present occupants who are occupying
smaller houses are not affecied.

st Mo wo Twl: FqT ATAAT FAT
AT gg TAETH FT FA F F I
fagraa 3% fa=r 3 w7 fw < i g,
ofrer gy fafredy & of g€ &
@ 1 ¥ AT9d & 7 W7 q€ I 6
e s fm o T a2 orew

37 %1 71 ¢ & a7 qiw g o g
g

off ST W WA ST A A AT
#r & foreet fos 37 oY 1Y e g Y
% §f T F W e arw v gy
qear § | 787 gaTe o wa 7 w7 dawr
grm, & ag w9 T gwan g fr o o
R awH g AR g efrw s R
¢ fir foraeft ooy Y Q1 &% ¥ & dwdr
£ AF 1 7 W hET R b A fy &
TRl B W gFar § W) roonfag)
R L Ewar g | g o A Y
weY & forrefy for s e T WY 41



4153 Oral Answers

&1 gRo g0 frdat : F AT wrga
g f Y morT ooft e AT § IR
feaa  sqaes w1 gfawe 3 fear @
27

off WP T WA TR TG TAS
FgdT Y qd gE & | gW A W a% A
WEFAITET I THT T3 § Y o =redy
G a7 9 F gewrdf afi g 1 Ay
TFH X 7 § AT SragTe F 3T W
gqft § ‘sAUEEITS wgr
foa & qrerg yAfea & X @7 goe
g

Aluminium Plant

*1181. ShriS. V.Ramaswamy: Will
the Minister of Planning be pleased
to state:

(a) whether it is a fact that the Govern-
ment of Madras have submitted a proposal
for the serting up of an Aluminium
Plant in the South during the Second
Five Year Plan, based on the, availability
of bauxite in Salem; and

(b) if so, what will be the size of the
plant and the estimated cost thereof;

(c) whether the proposed plant is
dependent _on the availability of elec-
tricity or lignite from Neivali; and

(d) whether any decision has been
taken in the marter?

The Deputy Minister of Planning

{ Shri S. N. Mishra): (a) Yes, Sir.

(b) Installed capacity 30 tons of
aluminium per day; Estimated cost: Rs.
8$37.2 lakhs (non-recurring),Rs. 6148 lakhs
{recurring). .

(¢) The Madras Government have
proposed that the requirements of power
should be drawn from the Mettur Hydro-
¢letric scheme.,

d) Itisproposedtoappoint acommittee
to (st)udy the caonomf;:s of production
of aluminium at various sites in the country.

Shri 8. V. Ramaswamy: In view
of the fact that the Second Five Year Plan
proposes to step up production from
5,000 tO 40,000 tons, are any preliminary
steps being taken even now to sec that
work commences as soon as the Second
Five Year Plan commences?
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Shri S. N. Mishra: All these things
are under consideration now that we
are formulating our industrial plan.

Shri S. V. Ramaswamy: I\ it a fact
that even now there is a ptivate firm
producing alumina under a lease from the
Government of Madras? If that is so,
is it proposed to acquire both the firm
and the mill?

Shri S. N. Mishra: I think this
question could more appropriately be direc-
ted to the Ministry of Commerce and industry.
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Shri V, P. Nayar: The Deputy
Minister said that detailed studies are being
undertaken by the Government of India
in different sites as to the comparative
advantages and disadvantages of starting
an aluminium factory in the next Five Year
Plan. I want to know whether, before
considering that aspect, Government has
any proposal to enhance the production
in existing aluminium factories, especially

the aluminium factory in Travancore-
Cochin ?

Shri S. N. Mishra: Necessarily;
the consideration before  Government
always is to increase the production in the
plants that are already in existing.

Hindustan Shipyard

*1184. Shri Matthen: Will the Min-
ister of Production be pleased to state:

(8) the number of ships for which
an order has been placed with the
Hindustan Shipyard so far and whether
they have been able to  deliver them
according to schedule ; and

(b) whether the targer of the Firs
Five Year Plan will be reached in time ?

The Minister of Production (Shri
K.C. Reddy): (a) Of the 1§ ships that
have been on order with the Shipyard,
Jala-type ships and one modern diae‘l;
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engine ship of Maierform'design hav: al-
ready been delivered. The delivery of the
last three of these six ships was behind the
schedule owing to unavoidable reasons.
The delivery of the remaining ships also
will involve soms= delay.

(b) No,

Shri Matthen: May I know whether this
unpardonable delay is: partly due to the
technical assistance they are getting from
the French experts ? If so, what do Go-
vernment propose to do?

Shri K. C. Reddy: As I said, there
has been unavoidable delay, Whether
it is pardonable or unpardonable it is for
the hon, Member to have his own opinion,
With regard to two ships of Jala-type.
it was not the fault of the French techni-
cians with whom we a1e collaborating and
the delay in the delivery of these two ships
was because of reasons beyond our control.
When the shipyard was taken over fiom
Scindias, there was not enough planning
b} the previous owners. enough quantitics
of steel were not ordered in  time
and orders were not placed for
two engines that were necessary for the two
-ships. There was also a breakdown of the
only rolling mill that we have in our country,
Owing to these causes the delivery of
‘those two ships was delayed. With re-
-f::d 10 Maierform design ship, the delay

s been caused partly due to a wrong
appraisement at the beginning by the

rench collaborators whom we have appoint
ed. They have since found out their mis-
take. They have also sent more expert
technicians to help us in the working of the
shipyard, and sufficient remedial measures
are now bein taken. I may add that since
this question has heen cngaging the atten-
tion of more thant one hon. Member of
this House, I propose to lay a detailed state-
ment on the Table of the House.

Shri Matthen: May I know if the hon.
Minister is aware that both the German
shipyards and Japanese shipyards are
delivering their ships ahead of schedule?
If this is the present rate of progress, will

the hon. Minister consider doing something .

before the Second Five Year Plan to ex-
pedite production? *

Shri K. C. teddy: I do not know about
the Japanese shi» ards or other shipyards,
but I can only speak with authority on the
working of our shiﬁynrd. However, I take
the information which the hon. Member
has given,

u Sh;l“ R-:I:mnlth Singh: How ng:ny
imes e the engineering experis
changed ? pe <

Shri K, C. Reddy: I cannor answer
definitely how many times. I am aware of
enly one change recently when two tech.
nicians were replaced by eight technicians
on the advice of the French firm.
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Dr. Rama Rao: In view of the delay
and in view of the urgent need to increase
our tonnage, do Government take into
consideration expanding the Visakhapat-
nam Shipyard ?

Shri K. C. Reddy: An expansion scheme
15 already in impl¢mentation so far as the
Visakhapatnam  Shipyard is concerned.
I may add that Governmermt are considering
the desirability of building another ship-
yad in the country. .

__ Shri Sarangadhar Das : May I know
if Government consider it desirable to
study the shipbuilding methods in differen
countries, including Japan and the con-
tinental European countries, with’ a view
to plan the future and to take the best
ixqer;s whether they are in Europe or in
sia

. Shri K. C. Reddy: May I say that
it is a suggestion for action.
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Shri Kamath: Is it a fact that the
Ceylon Prime Minister declared in the

lon Parliamentrecently that the presence
of Indians in such large number in Ceylon
constitutes a bigger danger than British
imperialism. and that he suggested fur-
ther that people of Indian origin in Ceylon
might be settled in British Borneo. and
if so, whether this does not constitute an
unhelpful attitude forfurther negotiations?

Shri Sadath Al Khan: These re-
gortn have appeared in the Press and 1
ave certainly seen them. As I said eailier.
their attitude has so far not been very
helpful,

Shri Kamath : Is it a fact that the
Government of Ceylon has rejected a
vast percentage of these applications of
Indian citizens mercly in default because
the enquiry notice calling them for inter-
view did not reach these Indians in time ?

Shri Sadath Ali Khan: This is a
well-known fact and has been repeared in
this Housc many a time.

Shri Kamath: T+ not here then.
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‘Shri Kajrolkar : May I know whether
1t is a fact that the Prime Ministers Of
India and Ceylon »re meeting shortly
to resolve this  problem °?

ShriSadath Ali Khan: There is
no question of meetings. As I said eatlier,
correspondence is going on between the
two Prime Ministers,

Shri Kasliwal: May I know whether
Government have received any detailed
repor t as to w hat exactly the Prime Minister
of Ceylon is alleged to have said in the
Ceylon House of Representatives ?

The Deputy Minister of External
Affairs (Shri Anil K. Chanda):Obviously
any announcement made in the Ceylonese
Parliament is reported to us by our High
Commissioner,

s qwo q¥o fywlt : mT AR AW}
fis faer oiferamde § %9 970 7
Fq1 fF &) wrclrg AT F qGEW I 7
el ¥ g faaT o | X9 A R AW

CgemE § o 59 faan § aOR T ®w

TRl Yy ¢ 7

ft wraw we & 7 fae ad &-
e aRaY §—, A e f @
L ,
. Shri Kamath: Has Goveinment any
information as to the number of persons
of Ceylonese oiigin in India and how many

of them have applied for Indian citi-
zenship ?

Shri Sadath Ali Khan: I want
notice.

0il Refineries

*1189. Shri Barman: Will the Min=
ister of Production be pleased to state:

(a) whether eny Indian had been asso-
ciated in designing and planning of any
of the Oil Refineries which have so far
been established in India; and

¢ (b) if not, the steps that are being taken
to train Indians for designing and planning
of this Industry ?

The Deputy Minister of Production
(Shri Satl C{lndn)z (a) No.

(b) If and when a suitable opportunity
arises in future, the question of training
Indian nationals in the designing and
planning of oil refineric will be borne
n mind,
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Shri Barman: May I know whether
there was anv artempt made by Govern-
ment at the time when the two oil refineries
were installedin Indiaat Trcmbay to see
thar our men also are associated in designing
and planning work ?

Shri Satish Chandra: The refineries
belong to foreign companics in the private
sector, They had been designed already
in U.S.A. and U.K. when they were li-
censed, the clause monrpnrntcd in the
agreement provided for training in refinery
operations and also the technological
training while they were being set up.
Indians could not be associated in designing
and planning of these refineries.

Shri Barman: Is it a fact that due
1o new oil finds in Assam and other places.
and also the prospect of having oil in the
Bengal Basin, there is need for installing
any new refineries ? Is it contemplated to
open new 1efineries ?

The Minister of Production (Shri
K. C. Reddy): A proposal made by the
Government of Assam in this connection
is under the consideration of the Planning
?cgpmission and the Government of
naia,

Shri K. K. Basu: In view of the fact
that Government is puttipg up quite &
number of refineries, does Government pro
pose to associate Indians even from the
designing stage ? Otherwise. every time
we will have to depend upon foreipn ex-
perts.

Shri Satish Chandra: This is a
highly technical job. Indians have got no
experience even in refinerv operations.
Now they will gain some technological ex-
perience in refincry operations and its
construction and it may be possible for
them to learn designing in  the future.

Shri Barman: 1 have also to ask a
similar question, In view of the fact that
there is the prospect of having another
oil refinery in view of the new finds of oil
in Assam and in the Bengal basin is it
proposed ai the time when the nsw refinery
will be installed that an attempt should be
made from our side to have in the agree-
ment a term saying that our men should
be associated from the beginning to the end
of the installation ?

Shri Satish Chandra: I have al-
ready said that it will be borne in mind.

International Secretariat, Indo-
China

*1190. Shri D. C. Sharma: Will
the Prime Minister be pleased to state :

. (a) the number of Indians working
in the International Secretariat  in
Indo-China ; and

(b) how many of these are civilians ?
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The Parliamentary Secretary
to the Minister of External Affairs
(Shri Sadath Ali Khan ) : (a) 8o1.

(b) 92.
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Dr. Suresh Chandra : How man
of the civilians who are there in the fn
ternational Secretariat know the language
of the country to which they are sent ?

The Deputy Minister of External
Affairs (Shri Anil K. Chanda) 1
For all practical purposes, French is the
official language in those regions and as far
as possible we have sent out officers who
have knowledge of French,

Y Wo wo mwt : F gg AT WwrEAT
g f qowre o o freer @ w7 @l &
1T #T §F §T @ FW F & fag
wr¢ am oarIw fear omar @ 7

Shri Sadath Al Khan : 1 need

notice.

Dr. Rama Rso: Recently some of
our personnel therc were attacked in Sai-
gon. What was the compensation given ?

Shri Sadath Ali Khan : That is
another question for which I will need

notice.
Chludhll.rl Muhammed Sha-
: ecial facilities have bem
g-iven to these ofgnals and personnel ?
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Shri Sadath Al Kban :  These
officers come under the next question.
(?r under this question ?

Mr. Deputy-Speaker : Under this
question.

Shri Anil K. Chenda : They are
provided with free quarters and free food
and certain  other allowances are also
given.

Village Level

*IX Shri Bhagwat

Will the Minister of P
to statc:

Workers

Azad :
lnglhl:c pleased

(a) whether any assessment has been
made of the approximate strength of the
village level workers required to implement
the Community Project programme
in the Second Five Year Plan ; and

if so, the steps that are being taken
to train them ?

The Deputy Minister of Planning
(Shrli S.N. Mishra) : (a) Yes, Sir.

(b) In addition to continuing the exis-
ung training facilities it is proposed to
establish 18 additional Extension Training
Centres and 41  Basic Agricultural Schools/
Wings to meet the requirements of Second
Five Year Plan period.

Shri Bhagwat Jha Azad : In answer

w0 part (a) of the question, hon. Minister

id ‘yes’. May we know the appro-

ximate strength that is required during this
period ?

Shri S.N. Mishra: To meet the re-
yurements of 3,800 blocks that we are goin,
w have in the country during the Secong
Five Year Plan  period, we
will require 38,000 village level workers.

Shri Bhagwat Jha Azad : In rec-
ruiting these people, do the Government
sce that they are posted in the same arca
from where they are coming ?

Shri S. N, Mishra : I do not get the
exact idea about the area but generally
peop'e who are conversant with the habits

of the inhabitants or the dialects of that -

arca are placed in those areas ; it may not
be exactly in the area in which his village is
situated.

Shri Thimmaiah : May I know
the total number of village level workers
trained so far?

Shri S. N. Mishra, : There were
probably 7,000 and a few more in positiom
till March 195s.

Shri Kasliwal : May I know whe-
ther the courses which are bein prescribed
for these village level workers are being
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prescribed by the State Governments or by
the Central Government, and if they are
being prescribed by the State Govern-
ments whether these courses vary from
State to State ?

Shri 8. N. Mishra : No, Sir, Ge-
nerally the courses do not vary, but taking

into account the nature of the prog;mme
which may be undertaken m different
areas, there might be a slight variation but
generally they do not vary.

Shrimati Sushama Sen: May I
know how many women workers are being
trained out of these, 7,000 ?

Shri S.N. Mishra : I cannot give that
number ; I am sorry.
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Shri Matthen: May I know if the hor.
Minister is aware that there is a Church
n South India, in Travancore-Cochin State,
with which the Ethiopian Church has got
complete communion and His Imperial
Majesty has got very high regards for this
Church ?

Mr. Deputy Speaker: What is that for
An Hon. Member : It is not a question.

Shri Matthen : It is about Question
No, 1196.

Mr. Deputy-Speaker : The question
is about the \rt?sit of His Majesty, the
Emperor of Ethiopia. Hon. Member is

iving some information regarding some
ghurch in South India.

Shri Matthen : His interest in this
country is shown by it.

Mr. Deputy-Speaker 1 Anyway, the

question hour is over.

CORRECTION OF ANSWER TO
STARRED “QUESTION NO.
1164.

*The D;E:lly Minister of Pro-
duction (  Satish Chandrs): Sir,
with your permission I would like to cor-
rect an answer that I gave to a supple-
mentary question by Shri Ram Chandra
Reddi. I said that the quality control is
being exercised on uniicensed dealers also.
That is not correct,

*Please see fortrotes below cos. No. 4140 or 4141



4165 Written Answers

WRITTEN ANSWERS TO
QUESTIONS

Foreign Trade

*1162. Shri M. R. Krishna : Will
the Minister of Commerce and
Industry be plased to state whether it is
a fact that Government propose to set up
a Central Committee representing various
business interests in the country to
ensurc better trade relations with fo-
reign  countries ?

The Minister of Commerce (Shri
Karmarkar) : No, Sir. .

Surplus Food Stuffs

_*1163. Shri Dabhi : Will  the
Minister of Works, Housing and Sup-
ply be pleased to state :

(a) whether it is a fact that a quantity
of frozen meat left over by the Americans
and valued at Rs. 62,800 was reported to
the Regional Disposals Organization in
November, 1947, and a further quantity
of meat and ice cream valued at Rs,
10,500 in Ma:’y, 19.}8, and that they were
stocked in a depot for which Government
paid cold storage charges at Rs. 8,700

cr month and were finally destroyed in
ecember, 1948 ; and

(b) if so, whether the responsibility
for this has been fixed ?

The Minister of Works, Housing and
?{upplg‘(Snrdar Swaran Singh ): (a)
es, Sir,

. (b) A statement cxplaining the posi-
tion is placed on the Table of the Sabha
{See Appendix VII, annexure No, 9].

Rehabilitation of Displaced Persons

*1165. Shri Krishnacharya Joshi:
Will the Minister of Rehabilitation
be pleased to state :

(a) the steps proposed to be taken

Government  to rehabilitate the dis-
placed persons from the Pakistan-held
tergimry of Jammu and  Kashmir State ;
an

(b) the total amount of loan advance-
ed tothe Jammu and Kashmir Government
so far for this purpose ?

The Minister of Rehabilitation
{Shri Mehr Chand Khanna): (a) and (b).
Rehabilitation of displaced persons from
the Pakistan held territory of Jammu and
Kashmir State has been in progress for the
last few years. A sum of about Rs. 3x11
crores has so far been spent on their re-
hef and rchabilitation. As a result of the
decisions taken in a recent, Conference held
in Srinagar between the Prime Minister,
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.

Jammu and Kashmir and the Union Re-
habilitaton Minister, it is proposed to spend
another sum of about Rs. 80-00 lakhs on
rehabilitation and housing schemes.

Steel Imports

*1166. Shri Bibhuti Mishra 3
Will the Minister of Comumerce and
Indastry be pleased to state :

(a) whether it is proposed to import
5tgcl for Railways requirements in 1955~
56 ;

. {(b) if so, the quantity of steel to be’
imported ;

(c) its wvalue in Indian currency;
and

(d) the names of the countries from
where it will be imported ?

The Minister of Industrics (Shri
Kanungo) : (a) Yes, Sir. .

(b) About 200,000 tons.
(¢) Rs. 13 crores approximately.

(d) Japan, U. K., Belgium , France
Czechoslovakia, U.S.S.R., U.S.A. and
Germany.

National Development Council

*1169. Shri S C. Samanta : Will
the Minister of Planning be pleated to
state :

(a) the names of the Statzs which have
accepted and implemented the recommen-
dations of the National  Development
Council for increasing their resources for
development ; and

(b) the nams:s of the States who have
not yet accepted such recommendations ?

The Dagluty Minister of Planning
(Shri 8. N. Mishra): (a) and_(b). At the
meeting of the National Development
Council on the 6th May, 1955, Chief
Ministers of States agreed to undertake a
review of the recommendations made by
the Taxation Enquiry Commission on
States and local finances and to send sug-
gestions regarding the Commission’s pro-
posal for Central revenues and also in
regard to intensification of savings, includipg
schepes for compulsory savings, if neces-
sary. The views of mostof the Chief Mi-
nisters have been rcceived and are now
being studied in the Planning Commis-
sion. There is, thercfore, no question of
naming States which have accepted or
have not accepted recommendations of the
National Development Council for in-
creasing resources for development,
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Sosp
*rr72. Pandit D. N. Tiwary 1@

Will the Minister of Commerce and
Industry be pleased o refer to the reply
given to Starred Question Np. 819 on the
13th Secptember, 1954 and state :

(a) whether any attempt has been made
to find out the causes of the low consump-
tion of soap in the country ; and

(b) whether the consumption of soap
:ms Iggm: down even below the prewar
cve

The Minister of Industries (Shri
Kanango) : (a) Yes, Sir. But 1 rmust
add that since the answer was given on the
13th September last I had an opportunity
of verifying the ﬁYure of production in the
cottage: sector. It is now estimated that
consumption of caustic soda inthe cottage
sector should be 6800 tons for 1954.
On that basis the production in the cottage
sector should be at least sixteen times that

figure or 108,000 tons and the total soap

production 196,000 tons.
(b) No, Sir.

Coal

*1174. Dr. Ram Subhag Singh:

Will the Minister of Production be

glused to refer to the reply given to

tarred Question No. 2507 on the 22nd

April, 1955 and state :

(a) whether any scheme has since been
greparcd for Coal Production during the
econd Five Year Plan period ;

(b) if so,

the annual target of Coal
production

under this scheme; and

(c) what Tacilities, technical and other-
yri;e, will be given to coal industry under
it

The Minister of Production (Shri
K. C. Reddy): (a) to (c). It has been pro-
posed in consultation with the Plarming
Commission that the target of production by
the end of the Second Five Year Plan
should be 60 million tons of coal annually.
To achieve this object, considerable expan-
sion of mining operations both in the pub-
lic as well as the private sector will be
necessary, Various steps to be taken,
including facilities to be given to the private
sector, arc now cngaging the attention of
the Government.

Gauga Barrage
*1176, Shrimati [la Palchows
dhury : Will the Minister of Irrigation

and er be Fleued to refer to the reply
given to St Question No. 1829 on

253 LSD—2.
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the 2nd April, 1955 and state whether
any further progress has since been made
for starting the construction of the Ganga
Barrage ?

The Deputy Minister of Irrigation
and Power (Shri Hathi) The scheme is
under examination at present. It is still
not possible to say when the construction
of the Ganga Barrage is likely 1o com-

mence.
Plywood

*1177. Shri A. K. Gopalan : Will ’
the Minister of Commerce and In-
dustry be pleased to state :

(a) the reasons for the increase in the
import quota of plywood from dollar
arcas ; and

(b) the impact of this increase on the
plywood manufacturing industry in the
oau?t;y, especially  in Malabar (Mad-
ras

The Minister of Commerce (Shri
Karmarkar) 1 (a) Plywood falls under
Serial No. 42(b) Part V of the Import
Trade Control Schedule and no import
of this item is allowed, There has been
an increase in quota for ornamental and
decorative venecrs also falling under this
item.

(b) Does not arise.

Kosi Project

*rr79. Shri A. N, Vidyalankar :
Will the Minister of Ierigation and
wer be pleased to refer to the
iven to Starred Question No.632 on
1oth August, 1955 and state:

(a) whether it is a fact that some por-
tion of the newly built Kosi embank-
ment has bten washed away in the recent
floods; and

(b) If so, the approximate lom, in-
cluding the loss’of material or machinery?

The Deputy Minister of Irrigwtion
and Power (Shri Hathl) : (a) No, Sir.

(b) Does not arise.

Trade Marks

*1180. Shri M.  Islameddia :
wWill the Minister of Commierce and In- -
dustry be plezsed to state :

(a) whcther it is a fact that the Go-
vernment of India have issucd & directive
to the U.P. Government to take stroc
measures to check the infripgmcnt of
trade marks on the sale of spuricus goods ;
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(b) if so, the number of cases of in-
fringement of trade marks detected so far,
indicating separately the cases of spu-
rious drugs, food stuffs and other con-
sumer goods ?

The Minister of Commerce (Shri
{ Karmarkar) : (a) Yes, Sir.

(b) More precise and detailed informa-
tion is being collected by the Uttar Pia-
desh Government and will be laid on the
Table of the House. :

Export of Buffalo “orns

*1182. Shri N. B. Chowdhuy @
Will the Minister of Production he

pleased to state :

(a) whether buffalo horns are being
exported at present ;

(b) whether Government have re-
ceived any complaint from the persons
engaged in the c.mb-making industry
ab.ut the shortage of buffalo horns in the
country ; and

() whether Government  propose
to help the artisans engaged in comb-
making, by way of providing loans and
grcventins monopolistic trade in
uffalo horns ?

The Parliamentary Secretary
to the Minister of Poduction (Shri
R. G. Dubey) : (a) According to existing
trade classification buffalo horn is not se-
qg.mely shown in export trade statistics.

his 1s, however, included in the item
* Hoffs, horns, tips and picces of horns "
for which no export restricion exists.

(b) No, Sir.

() Government will consider any
concrete proposals received from a State
Government or private corporate institu-
tions engaged m Comb-making from
buffalo horns.

Indianisation in Tea Plantations

*1183. Shri N. M. Lingam : Will
the Minister of Commerce and Industry
be pleased to state :

(a) the number of Indians and non-
Indians employed in Tea plantations in
the managerial posts on the 1st January
l:f and on the 1st January, 1955 ;
o

(b) the efforts made by Govern-
wment © accelerate the pace of Indiani-
wation of services in this industry?
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The Minister of Commerce (Shri
Karmarkar) : (a)

None
Indians Indias
1-1-1047 101 941
1-1-1955 477 937

(b) In a matter of this nature it would
be difficult to categorise the efforts made
by Government. But the concerned in-
trests are aware of Governments wishes
in this matter.

Handloom Cioth

*1186. Shri S. V. L. Narasimham :
Will the Minister of Commerce and
Industry be pleased to state :

(a) the total amount of rebate on
the sales of handloom cloth paid to
the Handloom Co-operatives or to master
weavers in Andhra so far ;

(b) the number of handlooms bene-
fited by the grant of rebate a:.dthe pro-
Eortion it bears to the total number of

andlooms in the State; and

(¢) whether an complaints have
been received regarding faked] production
and sale entries of the handloom cloth ?

The Minister of Industries (Shri
Kanungo) : (a) Rs. 9,86,891/8/- during
the year 1954-55.

(b) 1,22,407 representing 45 per cent
of the total number of looms in the State.

(c) Certain malpractices have been
brought to the notice of the All-India
Handloom Board;which are being looked
into.

Steel Products

*1187. Mulla Abdullabhai : Will
the Minister of Commerce and In-
dustry be pleased to state :

(a) whether it is a fact that Government
have decided to import ‘billet’ and * joist’
from Czechoslovakia ;

(b) if so, the approximate tonnage
of the metals for which orders have been
placed and th€ value thereof ; and

() whether Government also pro-
pme? to import steel from any other coun-
try

The Minister of Industries (Shri
Kanungo) (a) Yes, Sir.

(b} About 8,000 tons Billets and 3,000
]t:ﬁ: oists for a total value of Rs. 56-40
8.

(¢) Yes, Sir. Government are im-
porting steel from  whichever source it is
available at competitive prices.



4171 Written Answers

Residential Accommodation

*r188. Shri Veeraswamy : Will
the Minister of Works, Housing and
Supply be pleased to refer to the reply
given to Unstarred Question No. 1104
on the 27th April, 1955 and state :

(a) whether a decision to reduce the
rent of double-roomed chummeries in
the Lodi Colony has since been taken ;

(b) if so, the revised rent fixed; and

(c) the date from which it will be
effective ?

The Minister of Works, Housing
and Supply (Sardar Swaran Singh) :
(a) to (c). The question has been ex-
amined and it has been found that there is
no justificat'on for reducing the rent of the
double roomed chummeries in Lodi Colony
New Delhi. .

Alkalies Prices

*rr91, Shri M. R. Krishna : Wil
the Minister of Commerce and In-
dustry be pleased to state : .

. (=) whether it is a fact that most of the
industries  like, Soap, Rayon, Aluminium
and textiles have represented to Govern-
ment for a reduction in the prices of al-
kalies ; and

(b) if so, whether any assistance has
been given to the private sector to set
up factories to produce alkalies like Soda
ash etc. with a view to bringing down the
present prices ?

The Minister of Industries (Shri
Kanungo) : (a) No, Sir. Only _casual
complaints about the prices of caustic soda
and soda ash from certain small producers of
soap and glass were received.

() Yes, Sirr A number of
schemes for creating additional capacity
for caustic soda and soda ash have been
licensed under the Industries (Develop-
ment and Regulation) Act. As imple-
mentation of these schemes would take
some time, Government took certain meoa-
sures as a result of which these items are now
available to actual users at reasonable

Prices.
Khadi

*1192. Shri Dabhi : Will the Minis-
ter of Production be pleased to refer
to the reply given to Starred Question No.
1800 on the 2nd April, 1955 and state the
Steps since  taken by Government to pro-

vide penal provisions for the offence of
sale of spurious Khadi ?

26 AUGUST 1055

Written Answers 4172

The Parliamenta Secretary to
the Minister of Production
(Shri R. G. Dubey) : The matter i3
under the cohsideration of the Government.

Handloom Cloth

*1193. Shri Bibhutl Mishra
Will the Minister of Commerce and
Industry be pleased to state :

(a) whether it is a fact that Govern-
ment propose to reduce the limit of
minimum rebate on purchase of handloom
cloth from rupees two to one ; and

(b) if so, from what date ?

The Minister of Industries (Shri’
(Kanungo): (a) and (b). Government have
no such proposal under consideration.

Fertilixer Factory at Alwaye

Shri S. C. Samanta
‘1197 {Shrl Veeraswamy :

Will the Minister of Commerce and
Industry be pleased to refer to the reply
given to Starred Question No. 2642 on
the 27th April, 1955 and state :

(a) whether it is a fact that Messrs.
Fertilizers and Chemicals of Travancore
have completed the erection of a new Am-
monium  Chloride Plant in the Alwaye
Factory ;

(b) if so, its estimated annual produc-
tion capacity ;

() whether it will be able to meet
the country's current and future require-
ments ; and

if so, the help Government pro-
pose to give them ?

The Minister of Industries (Shry
Kanungo) : (a) Yes, Sir. '

(b) About Booo per annum.

(c) Yes, Sir ; for the present and as re-
ards future it will depend on the demand
or Ammonium Chloride.

(d) Does not arise.

Urea Plaat at Sindri

*1198. Dr. Ram Subhag Singh :
Will the Minister of Production be
pleased to state :

(a) whether work has started on the
construction of the Urea Plant at Sindri
(Bihar) ; and

(b) when the construction work wil-
be completed ?
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Minister of Production (Shri
K. C. Reddy) : () Preliminary work in
connection with the erection of the Urea
Plant has been completed. Actual cons-
truction work is expected to commence
shortly.

(b) lt is expected to be completed by
the end of 1957.

Central Marketing Organisation

*1199, Shri M. Islamuddin :
Will the Minister of Commerce and
Industry be pleased to state whether a
Central Marketing Organisation for Cot-
tage and Small Scale Industries has been
sct up for carrying out systematic re-

, in accordance with the recom-
mendations contained in the Report of the
Survey of Retail Markets of Handmade
and Small Scale manufactured goods
conducted by the Bureau of Industrial
Statistics, at the request of Government ?

The Minister of Industries (Shri
Kanungo): The Government of India have
decided to set up a Division in the National
Small Industries Corporation to undertake
a survey of marketing activities for the
products o?f tl;imnll scale mdusrnesb Til:le
purpose survey conducted by the
Buresu of Industrial Statistics, Calcuta,
was to collect  statistical information for
the use of the Ford Foundation Interns-
tional Planning Team in planning &

pran.mme for the development of cottage
and small scale industries
02 wwfaw
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Displaced Pul!ons From Pakistan

(ShriD.C., Sharma:
' Shri K. P. Sinha :
Shri Krishnacharya Joshi :
“1201.{ Shri B.K.Das:
Shri R, K. Choudhuri: °
Dr. Ram Subhag Singh:
Shri Raghunath Singh :

Will the Minister of Rehabilitation be
pleased to state :

(a) whether there has been recently
an increased influx  of displaced persons
from East Bengal ; and

(bY if so, the estimated number of
persons who have crossed the border
durin?g the period from March to July,
1955

The Minister of Rehabilitation
(an-i Mehr Chand Khanna): (a)
[-.

(b) 1,20,622 displaced persons.
|awh &8 e
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Export Promotion Council

*y203. Shri M. Islamuddin §
Will the Minister of Commerce and In-
dustry be pleased to state :

(a) whether it is a fact that Government
propose to set up an Export Promotion
Council for vegetable oils and oilcakes;

éb) if so, when it will be set up ;
an :

(?? the functions of the above Coun-
cil

The Minister of Commeree (Shri
Karmarkar) : (a) No, Sir.

(b) and (c). D> not arise.
Uran'um Ore

6:; Shri D. C, Sharma : Will
the rime Minister be pleased to
state the approximate value of the Ura-
njum Ore deposits discovered in India
in 1954-55 ?

The Prime Minister and Minister
of Externl Affairs (Shri Jawaharlal
Nehru) : Uranium ore deposits disco-
vered during the year 1954-55 are mostly

lov grade.- Nocessary cxploratory

work, including drilling is being carried

out to prove their extent. It is, therefore,

not possible at this stage to assess the value

:ifturnmum ore avajlabe from these depo-
8.

Cement Factories

620. Shri Ibrahim : Will the Mi-
nister of Commerce and Industry be
pleased to state :

(a) the number of cement factories
working at present in the country State-
wise; and

(b) the total capital invested in this
industry at present ?

The Minister of Commerce and
Industry and Iron and Steel (S8hri
T. T. Krishnamachari ) : (a) and (b).
A statement is attached [See Appendix
VII, annexure No. 10).
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Hindi Publications

63r. ShriIbrabim : Wil the Mi-
nister of Commerce and Industry be
pleased to state the number of publications
issued in Hindi by his Ministry and the
extent of their circulation ?

The Minister of Commerce and
Industry and Iron and Steel (Shri T. T.
Krishnamachari) : There is one publica-
caton issued in Hindi and it is the Hindi
Journa. Udyog Vyapar  Patrikal 3200
copies of the July issue were printed and
circulated.

Rehabilitation of Displaced Persons

633. Shri Jbrahim : Will he
Minister of Rehabilitation be pleased
to state the total amount spent so far on the
rchlbil;mtion of displaced persons in
Bihar

The Minister of Rehabilitaton (Shri
lhlie)hr Chand Khanna) : (In lakhs of
5.).

242:68 upto 31-3-195%.
Sale Centres and Emporia !

623. Shri Gidwanl : Will the
Minister of Production be pleased to
state @

(a) the number of sales centres, em-
ria, and bhandars run by the All-India
Enadi and Village Industries Board;

(b) the total sale ;;roceedl of these
centres, emporia and bhandars during
the year 1954-55 ; and

(c) the net profit from these centres ?

The Minister of Producton (Shri
K. C. Reddy) : (a) to (c). A statement is
laid on the %"able of the House [See Ap-
pendix VII, annexure No. 11).

Bengal Motion Picture Association

624. Shri K.P. Sinha: Will the
Minister of Information and Broad-
casting be pleased to state :

(a) whether it has come to the notice
of Government that the Bengal Motion
Picture Association is facing  great di-
fiiculties due to stoppage of film rentals
from East Pakistan; and

(b) whether Government have re-
ceived any representation from the Asso-
ciation in this connection ?

The Minister of Information aad
(Dr. Keskar) : (a) and (b),

Yes, Sir. The question of import of
Indian films into Pakistan was discussed
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during the Indo-Pakistan Trade Talks
held recently in Karachi. Agreement
reached on this question is awaiting rati-
fication by the respective Governments.
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Delegations Abroad

Choudhri Muhammed
Shaffee :
626. { Shri Krishnacharya Joshi :
Shri B,.C.Das:
Sardar Igbal Singh :

Will the Prime Minister be pleased to
state :

(a) the number of official and -non-
Tcial delegations which have gone ab-
road since January, 1955 ;

(b) the number and the names of
members of each delegation, State-
wise, and the names of the countries they
visited;

(¢) the total amount spent on these
delegations; and

(d) whether they  have submitted
any report about their visit ?

The Prime  Minister and Minis-
ter of External Affairs (Shri Jawahar-
lal Nehru) : (a) to (d). Information is
being collected and will be placed on the
Table of the House in due course.

Journalists’ Delegations

627. Chaudhry Mubhammed
Shaffee : Will the Prime Minister
be pleased to state :

(a) ths number of the foreign Jour-
nalists’ Delegations which visited India
since the 1st May 1955 with their na-
tionalities and the names of the places
visited by them in India ;

(b) the number of the Indian Jour-
nalists’ Delegations which visited foreign
countries since the 1st May, 1955 and
thcdmmea of the countries visited by them ;
an
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(¢) the amount spent on these in
coming and outgoing delegations ?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : (a) One Syrian Journalists’ Dele-
gation came to India and visited New Delhi,
Agra, Bhakra, Nangal, Hardwar, Dchra
Dun, Mussorie and Srinagar.

(b) None.
(c) About Rs, 7,000,
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Migration of Hindus to Pakistan

629. Shri Krishna harya Joshi:
Will the Prime Minister be pleased to
state the total number of Hindus who
went to Pakistan from India for perma-
nent settlement there during the yesr
1954-55 ? '

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : The information is being col-
lected. It will be placed on the Table
of the House as soon as it is received.

Indians Abroad

630. Shri Matthen 1 Will the
Prime Minister be pleased to state the
number of persons of Indian origin at
present residing in the United Kingdom
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Canada, Aunstralia, New Zealand and the
United States, who have acquired local
nationality and those who remain
non-nationals of those countries retaining
the TIndian nationality ?

The Prime Minister and Minister
of External Affairs (Shri Jawsharial
Nehru) : It is exceedingly difficult
and hardly possible, without very great
labour. to collect ail the informartion re-
required by the Honourable Member,
Government of India have no record of the
total number of persons of Indian origin
residing in these countries who have ac-

uired the nationality of the country of

their residence, For the time being it
can only be said that those who have In-
dian passports, or have registered them-
sclves with Indian Missions in these coun-
tries, can be considered to be Indian Na-
tionals definitely.

Cinematograph Act, 1952
631. Sardar Iqbal Singh: Will
the  Minister of format and

Broadcasting be pltased to state :

(a) the number of cases in which pe-
nalties under Section 7 of the Cine-
matograph Act, 1952 were imposcd during
1954-55 and 1955-56, so far ;

(b) the authority which imposed the
penalties ; and

(c) in how many cases additionai fines
for continued offence wcre imposed ?

The Minister of Information and
Broadcasting (Dr. Keskar): (a) to (c).
The information is being collected from
the State Governments and wiil be laid on
*.the Table of the House.

Tea

632, Shri  Kamath: Will the
Minister of Commerce and Industry
be pleased to state :

(a) the names of the various Trade
Marks of tea and their quantity exported
from India during 1954-55 ;

(b) the total production of each of
those kinds during 1954-55 ; and

. (€) the expoit price of each of those
kinds during the years 1952-53, 19$3-
54 and  1954-55 ?

The Minister of Commerce and
Industry and Iron and Steel (Shri
T. T. Krhl;n.ll_l,.chul Y (a) to (c).
Information is being collected and will be
Placed on the Table of the House.
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Handloom Industry

633. Shri Dasaratha Deb : Will
the Minister of Commerce and In-

dustry be pleased to state

(a) the steps taken so far 10 improve the
Handloom Industry in Tripura State; and

(b) the arrangements made to supply
the requisite quantity of yarn (thread)
at a control rate to the hill tribes who
possess the handlooms 7

The Minister of Commerce and In-
dustry and Iron and Steel (Shri T. T.
Krishnamechari : (a) A statcment show-
ing the grants and loans sanctioned in the
years I 53-54 and 1954-55 for the develop=
ment of the handloom industry in the State
is attached [Ses appendix VII, annexure
No. 13]

(b) There is no contror on the price

- and distribution of yain and the Statc Gov-

ernment report that yarn is freely available,
No special arrangements are thercfore ne-

cessary,

Publicity for Five Year Plan

634. Shri S. V. L. Narasimham :
Will the Minister of Information and
Broadcasting be pleased to state:

(a) the number of scripts of dramas
received and approved during 1954-55
and 1955-56 so far in Telugu, Tamil,
Kanarese and Malayalam for popularising
the First Five Yecar Plan ;

(b) how many of these were approved
in each of the above languages ; and

(c) who is the approving authority ?

The Minister of Information and

Broadcasting (Dr. Keskar) (2) Number of
scripts  received :

1054-55  1955-%6
Telugu I 2
Tamil 2 4
Kanarese 3 3
Malayalam 1 I

(b) Only ‘two have been approved ;
one in Mnlagalam and the other in Kanar-
ese. Out of the remaining one is under
;:on:ildcntim and the others have been re-
ected.

(¢) The final authority is Secretary to
the Government of India, Ministry of In-
formation and Broadcasting.

State Trading

635. Shri M. Islamuddin : Will
the Minister of Commerce and In-
dustry be pleased 1o state the names of
the articles in which State Trading is
allowed at present ?
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The Minister of Commerce and
Industry and Iron and Steel

(Shri T. T. Krishnamachari): Silk,
Fertilizers, Food grains and imported
sugar,
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LOK SABHA
Priday, 26th August, 1955.

The Lok Sabhz met at Eleven of the
Clock.

{M=r. Dxr.m-'Sme in the Chair]
QUESTIONS AND ANSWERS
(See Part I)

12 Noon
“PAPERS LAID ON THE TABLE

STATEMENTS SHOWING ACTION TAEKEN
8Y GOVERNMENT ON ASSURANCES, ETC.

The Minister of Parliamentary
Affairs (Shri Satya Narayan Sinha):
I beg to lay on the Table the follow-
ing statements showing the action

taken by the Government on various .

sssurances, promises and undertak-
ings given by Ministers during the
various Sessions shown against each:

(1) Supplementary Statement
No. V. Ninth Session, 1955 of Lok
Sabha. [See Appendix VII, annex-
ure No. 1]

(2) Supplementary Statement
No. IX. Eighth Session, 1954 of Lok
Sabha. [See Appendix VII, annex-
ure No. 2]

(3) Supplementary Statement
No. XIII. Seventh Session, 1954 of
Lok Sabha. [See Appendix VII,
annexure No. 3]

(4) Supplementary Statement
No. XIX. Sixth Session, 1954 of
Lok Sabha. [See Appenlix VII,
annexure No. 4]
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(5) Supplementary Statement
No. XXIV. Fifth Session, 1853 of
Lok Sabha. [See Appendix VII
annexure No. 5]

(6) Supplementary Staternent
No. XXIX. Fourth Session, 1953 of
Lok Sabha. [See Appendix VII,
annexure No. 6]

(7) Supplementary Statement
No. XXXII. Second Session, 1952 of
Lok Sabha. [See Appendix VII,
annexure No. 7]

(8) Supplementary Statement
No. XXXII. Second Session, 1952
of Lok Sabha. [See Appendix VII,
annexure No. 8]

MESSAGE FROM RAJYA SABHA

Secretary: Sir, I have to report the
following message, received from the
Secretary of Rajya Sabha:

“In accordance with the provi-
sions of rule 125 of the Rules of
Procedure and Conduct of Busi-
ness in the Rajya Sabha, I am
directed to inform the Lok Sabha
that the Rajya Sabha, at its
sitting held on the 24th August,
1955, agreed without any amend-
ment to the Industrial and State
Financial Corporations (Amend-
ment) Bill, 1955, which was passed
by the Lok Sabha at its sitting
held on the 28th July, 1955.”

COMPANIES BILL.—contd.

Mr, Deputy-Speaker: The House
will now resume further considera-
tion of clauses 81 to 144 of the Com-
panies Bill. Out of 5 hours allocated

to these clauses, 2 hours and 15

minutes have already been availed of
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[Mr. Deputy-Speaker]
yesterday and 2 hours and 45 minutes
now remain. Discussion on thesp
clauses *will continue upto 2-30 p.M.
when the House will take up the
Private Members' Business.

SUSPENSION OF A MEMBER

Shri Kamath (Hoshangabad): Sir,
before we proceed with the debate,
may I raise a point of order in regard
to the procedure, which I appeal to
you to decide in that liberal frame
of mind which a.mmated you yester-
day morning.

Mr. Deputy-Speaker: Order, order.

Shri Eamath; I am on a point of
order.

Mr. Deputy-Speaker: Order, order.
I have heard him. The hon. Member
wants to raise a point of order. Any
point of order can be raised on a
matter which is before the House. If
anything has arisen now I am willing
to consider the point of order and
suspend further progress of the work.
Whatever took plave yesterday can-
not be raised as a point of order
today.

Shri Kamath: But you left the
House yesterday. 1 wanted to raise
it yesterday itself.

Mr. Deputy-Speaker: Order, order,
Hon. Member will appreciate that im-
mediatély a point of order is raised,
further business of the House must
be stopped. The point of order has
to be decided first and thereafter
alone the work will have to go on.
If the hon. Member has missed the
bus he has missed it. He cannot raise
it now. (Interruption by Shri
Kamath).

Mr. Deputy-Speaker: I would not
allow this kind of interruption from
the -hon. Member.

Shri Kamath: What you say is not
laid down in the rules. It is the
usual parliamentary procedure that a
point of order can be raised at any
time.

Mr. Deputy-Speaker: Order, order.

Some Hon. Members: Order, order.
Sit down.

Shri Eamath: Who are you to say
“Opder, order”? He (the Deputy-
Speaker) is there to maintain order.

Mr, Deputy-Speaker: Order, order.

Shri Kamath: Sir, you may say:
“QOrder, order”. 1 am in your hands.
It is not for the Members to say that.
Who are they to do that?

Mr. Deputy-Speaker: I will have to
ask the hon. Member not to continue
i this House if he continues to dis-
turb the proceedings of the House.......

Shri Kamath: 1 am sorry, I have
raised a point of order and you are
not considering it.

Mr. Deputy-Speaker: The hon
Member must resume his seat when I
am speaking.

Shri Kamath: I am sorry, I cannot
resume my seat until you havé heard
my pomt.

Mr, Deputy-Speaker: If he cannot
resume his seat he must go out.

Shri Kamath: I am going out, Sir.
God bless you

Mr, Depnl.y-Spuin: Very well
The House will now take up clauses
81 to 144

Shri Jhunjhunwala
Central):

(Bhagalpur
Mr. Deputy-Speaker,.....

Shri Kamath: This is fantastic non-
sense.

Mr. Deputy.Speaker: I will have to
name the hon. Member. He has used
very unparliamentary language and
has committed contempt of the
Chair's position and dignity of the
House. He said: “It is fantastic nom-
sense”.

Shri Kamath; I did not say it with
reference to the Chair, but with
reference to the Members trying to
keep order and shouting me down.
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Mr. Deputy-Speaker: Order, order.
Unless he unconditionally apologises
for having made this statement
“fantastic nonsense” and withdraws
it....

Shri Kamath: I said it only with
reference to Members calling me to
order. You want me to apologise to
the Members? Or is it to the Chair?

Mr. Depuiy-Speaker: . I wish to
name him. I now say that for a week
from today Shri Kamath shall not be
entitled to come into this House.

Shri Kamath: Thank you, Sir. May
God bless you for ever.

(Shri Kamath then left the House)

Shri S. 5. More’ (Sholapur): Sir,
may I bring to your notice that this
proposal should be put to the House.

Mr. Deputy-Speaker: Yes; I agree.
Formally I am putting the gquestion
to the House.

The question is:
“That in view of what Shri
Kamath has said he be suspended

from the service of the House for
one week.”

The motion was adopted.

Mr. Deputy-Speaker: Shri Kamath
will have to keep out for a week.

Shri U, M. Trivedi (Chittor): Can
I make one suggestion? Shri Kamath
used the words “fantastic nonsense”

with reference to what Shri A. M.’

Thomas said for ridiculing him. (Shri
A. M. Thomas: Myself?) He never
used the words “fantastic nonsense”
with reference to the Chair. We are
with you in this respect; but, there
is some misunderstanding and you
may take it from us that there is a
* very serious misunderstanding on this
question. What Shri Kamath said
was entirely with reference to what
Shri A. M. Thomas told him......

Shri A. M. Thomas (Ernakulam):
8ir, I do not know why my name is
being dragged in. I said nothing.

Shri U. M, Trivedi: Shri Kamath is
a respectable man and his explana-
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tion must be sought. One thing more
(Interruption).

Mr. Deputy-Speaker: Order, order.

Shri Punnoose (Alleppey): 1 want
to make a submission.

Shri U. M. Trivedi: Sir, you are m
lawyer. Cool-headedly you ask him
to whom these remarks were addres-
sed. We will join with you in asking
him to go out if he has made any
reference to the Chair. That oppor-
tunity must be given to him.

Mr. Deputy-Speaker: I have heard
and every hon. Member in this House
has heard him use these words.

Shri Punncose: | have to make a
submission.

Mr. Deputy-Speaker: I am not going
to allow any further submission re-
garding this. Everyone of us has
heard the provocative language which
Shri Kamath used. When I called
him to order he refused to sit down.
He said he won’t obey the Chair. He
went on making observations in a
manner not fitting with the dignity of
the House. He said that my ruling
was not right and so on. Ultimately
he used the words “fantastic non-
sense”. 1 cannot understand what it
meant. It may be, as an hon. Member
has now pointed out. I even told him
that he is not right, but he used the
language and went on doing so in a
very provocative manner which is
opposed to the dignity of the House.
It is no good any hon. Member trying
to justify what he di%® As a matter
of fact, it was very provocative. He
did so, not caring anything for this
House or for the dignity of this
House. It is open to any hon. Member
to differ from the Chair regarding its
rulings. But, he has to submit to it
first. He never submitted to it. He
kept on interrupting in a provocative
manner. When I asked him to sit
down he refused to do so. He flouted
the ruling of the Chair. Inspite of
this behaviour I put up with him for
some time. An attack on the Chair
is something which I cannot tolerate.
It was all directed against the Chair
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and the dignity of the House as has
been revealed by the manner in which
he behaved. I ought to have asked
him to go out even earlier. I put up
with it for 3 or 4 minutes. I do not
see anything wrong in what I have
already ruled.

Dr. Bama Rao (Kakinada): Sir, on
& point of order. If my memory is
correct—I have not got the rules here
before me—naming a Member must
.bhe on the proposal of the Leader of
the House.

Shri Punnoose rose —

‘ Mr, Deputy-Speaker: Is it on a point
of order?

Shri Punnoose: Yes. I think naming
of a Member has to follow a motion
being raised. You always advise us
to be calm and cool and proceed
slowly. Here, I say we are proceed-
ing in rather undue haste. The Mem-
ber may be called and he may be
asked to give an explanation. If he
persists we can take very strong
action. I am not pleading for Shri
Kamath. I am sure you will look into
the matter more seriously.

Shri M. S. Guorupadaswamy (My-
sore): Sir, you asked Shri Kamath to
go out of the House in the first in-
stance. Afterwards you revised that
ruling and said that he should be out
of the House for one week. The pro-
vocatiom seems to be due to his using
the expression *fantastic nonsense”. I
wish to point out here that he used
that expression not with reference to
the Chair but with reference to some
of the Members who were making
noise and disturbing him when he
was leaving.

Some Hon, ‘Members: No, no.
Shri U. M. Trivedi: The Members

were ridiculing him and he said it
with reference to that.

Mr. Deputy-Speaker: We have.

heard the same remarks and the same
submission already.

I have heard sufficiently about this
matter. There won't be any more
discussion about this matter. Now,
Shri Jhunjhunwala.

Dr. Rama Rao: Sir, you did net
reply to my point of order.

Mr. Deputy-Speaker: I have al-
ready given my ruling that there is
no point of order. The motion was
put to the House and then it was
carried by the House.

Shri K. K. Basu (Diamond Har-
bour): May I request you to consider
a point of mine? Well, it is a very
serious matter and we are all agreed
that it has been an insult to the
Chair. Unfortunately the Member
has been sent back. I feel that your
decision could have been to the effect
that he should be away for a day.
In the meantime, he may apologise.
Because, on your request that he
should withdraw, he definitely said
that ‘I am willing to apologise to you
but not to the other Members’. I think
you will fully appreciate it, and I
should say that it has been his normal
temper. So, I would make a request
that he may be asked to leave the
House for today. and, in the meantime,
if he is given an opporturity to amend
his conduct, he may apologise. It is
only reasonable I request you to con-
sider this position. All of us want that
the dignity of the Chair should be

‘protected by every Member of the

House,

Shri M. §. Gurupadaswamy: He
never used the expression ‘fantastic
nonsense’ against the Chair.

Mr. Deputy-Speaket: I have heard
the hon. Members on this point more
than once. As cegards the suggestion
by Shri Basu, I have no objection.
1 have nothing vindictive against any
hon. Member. I am only sorry that
the proceedings of the House have
been disturbed. The proceedings of
the House ought not to be disturbed.
T have also found that this is not the
first time. I asked the Member to
leave the House. He persisted and
ultimately I said I would have to
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name him. And yet he persisted. It
is not in the spirit that he should not
be in the House that I said he must
withdraw. I would be the last person
to deny any hon. Member the
privilege of being in this House, If,
as Shri Basu says, he is willing to
make amends, I will consider it.

The Prime Minister and Minister of
External Affairs (Shri Jawaharial

Nehru): May I say, Sir, that I wel- -

come what you have been pleased
to observe? Naturally, it is for you,
occupying this high office, to keep and
prezerve order and the dignity of the
House and every hon. Member should
try to maintain that dignity and
observe any direction that you give.
You have beeén pleased to say, as I
understand you, that in the event of
the hon. Member who has been asked
to withdraw expressing his regret,
you will be pleased to consider the
matter afresh. May [ say, Sir, with
all respect, that that is a very eorrect
attitude to take, and I am sure the
dignity of the House also will be
maintained thereby. If there is an
apology—an, expression of regret—
then you should be pleased to con-
sider the matter afresh.

Shri M. 8. Gurupadaswamy:
Apology for what? :

Mr. Deputy-Speaker: Shri Jhun-
jhunwala will please resume his

COMPANIES BILL.—contd.
Clauses 81 to 144

‘Bhri  Jhunjhunwala (Bhagalpur
Central): My amendment, as 1 was
submitting yesterday, is No. 396 to
clause 110. There are various ele-
ments involved in this clause. I do
not dispute the salutary principle
behind the power given to the
managing agent for refusing the
transfer of shares without giving any
reasons. The only thing which I want
is that this power is not arbitrarily
and capriciously exercised by the
mangaing agent to the detriment of
the shareholder.
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The second thing is that the manag-
ing agents have not had this power
up till now. What the shareholders
had to do was to go to the court and
to prove the mala fides of the manag-
ing agents. It was very difficult for
the shareholders to prove the mala
fides of the managing agents and it
took them years and years in order
to get- their case decided. So, Gov-
ernment have taken back the power
in their hands and the Government
wants that the shareholders should
come to the Government for redress
of their grievances against the refusal
by the managing agents to transfer
the shares. My hon. friend Shri
Tulsidas is very uncompromising,
knowing full well how the people are
being put to trouble in going to the
court and that the case takes years
and years. By going to the courts,
the people have to spend a lot of
money, but still Shri Tulsidas insists
and he wants that the Government
should not have this power but the
court should have that power. You
can see the attitude of the managing
agents. We have to examine - the
new provision which has been intro-
duced in this clause. Instead of the
court, the Government has got that

- power now. Now, let us see how the

shareholder gets redress and how his
hardships are minimised. I shall take
into consideration three elements.
One is that the managing agent's
power to refuse transfer without giv-
ing reasons is not disputed. If the
managing agents were to refuse trans-
fer they can do so. I do not dispute
that. But before doing that, they
should come to the Government and
give their reasons saying that “these
are the reasons on which we want
to refuse the transfer. of shares”. If,
on reading all the reasons, the Gov-
ernment finds that they have got
sufficient grounds for refusing the
transfer of shares, the Government
should call the other party—the share-
holders—and ask them whether they
have got to say anything. After hear-
ing the shareholders, if the Govern-
ment finds that the refusal to the
transfer of shares is all right, then the
matter ends there. But, under the
clause as it stands, what will happen
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[Shri Jhunjhunwala]
is that the managing agent will refuse
the transfer of shares and it will take
two months. Two months' time has
been given to the managing agent to
decide this question. So, for two
months, the shareholder will remain
in suspense. Then, after two months,
the shareholder will come to the
Government and say that such and
such an order has been passed, and
ther the Government will ask the
managing agents to give their expla-
nation as to why they have transfer-
red their shares. This was made clear
yesterday by the Finance Minister. It
was not clear to us till yesterday that
after the explanation has been given
by the managing agent, the share-
holders will be acquainted with those

explanations. Then the shareholders’

will put their point of view before
the Government. After that, it might
take two months, three months or
even four months for them to decide
the thing. During this period, the
shareholder will remain under
suspense. He has sold his share and
the person to whom he has sold the
share—the transferee—will also re-
main under suspense. So, the share-
holder is not in a position to sell his
shares. The transferee will say,
“unless the shares are transferred in
my name, 1 cannot accept them.” So,
there will be suspense for a long time.
1n order to avoid the suspense of the
ghareholder and the hardship which
will be caused by this procedure,
what 1 propose is that the managing
agents should go to the Government
mdgivetheirreamsastowhythey
refuse to transfer the shares. If the
Government finds that the explana-
tions and the reasons given by the
managing agents are not good enough,
then straightaway the Government
should tell the managing agents, “No,
you have to transfer the shares.” But
if the Government finds that the
reasons given are good, in that case,
the Government can ask the share-
holders to eome and put their point
of view and decide the case imme-
diately. So much delay and so much
wraiting for the shareholders will be

Invedandthmwﬂlbenodiﬂ!culty
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for the managing agents to come and
take the opinion of the Government.
This will minimise the trouble of the
shareholders and also the suspense
under which they will remain till the
managing agents send them their re-
fusal or acceptance of the transfer of
the shares. The Government also will
not lose anything. So far as the
Government is concerned, the time
taken will be the same, rather in
this case it will be less. Also, the
shareholders will be saved the trouble
of the waiting and suspense under
which they will remain till the shares
are transferred. This is all I have to
say on this point.

There is another point regarding the
issue of shares. My friend Mr. Bansal
had moved an amendment which ap-
peared today. Normally, the issue of
new kinds of shares should not be
there and the managing agents and
the shareholders of that company
should find out before such shares
are issued all other means whereby
they can run the concern. But if
they find that they cannot run the
concern without issuing such parti-
cular kinds of shares and if the com-
pany is working at a loss, in that
case and in that case alone, without
giving some special power of voting
to the people who will subscribe the
new shares, the shareholders should
sit, decide and then write to  the
Government; afterwards with the
permission of the Government they
can issue such shares on such terms
as the Government may decide. But
so far as shares which have already
been issued are concerned, this dis-
proportionate  voting should be re-
moved. They should be all put on
a par. I have found that there was
some salutary principle behind every-
thing which has been in the old Act.
Therefore, while putting in new
clauses, we should see that that
salutary principle is kept. For this
purpose 1 would support the amend-
ment moved by my hon. friend Mr.
Bansal. But so far as the shares
which have already been issued are
concerned, the disproportionate voting
rights should be done away with.
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Bhri N. P. Nathwanl‘ (Sorath): I
want to make some observations on
clause 110. Yesterday there was
some discussion as regards this clause.
It provides for an appeal to the
Central Government against the de-
cision of a company refusing to
register the name of an applicant,
whether it is by way of transfer or
by way of transmission by the opera-
tion of Law. Now, some hon. friends
have suggested that the appeal should
lie to the court and not to the Central
Government. Apart from the merits
of this proposal, as 1 understand
clause 110, there is nothing in it to
deprive any applicant of his right to
approach the court for enforcing his
rights. No doubt sub-tlause (5) of
clause 110 provides that if the decis-
ion is given against the company, the

company shall give effect to the

decision of the Government forth-
with, but it does not say whether the
decision is to be binding on the
applicant or not. Again, thig clause
does not say that the decision of the
Government shall be final and that no
suit can lie against it. Sir, you know
there is the rule of construction which
says that we should avoid as fat
as possible that construction which
seeks to transfer the determination of
rights and liabilities from a court of
law to an executive officer. There-
fore, at least, so far as that applicant
is concerned, his right to enforce his
remedy through a court of law is not
barred. His right is of a civil nature
and unless such right is taken away
expressly or by necessary implica-
tion, he can always seek a remedy
through a court of law.

There is one more point about sub-
clause (5) which says that a company
shall give effect to the decision of
the Government forthwith. But it
does not provide what would happen
if the company refuses to carry out
the decision or the order given by
the Central Government. I know
that the Government is alive to this
position and so far as I understand,
Government propose to bring forward
a suitable amendment, so that the
decision which might be given by the
Central Government can be imple-
mented. I only wish to say that the
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proposed amendment should not mere-
ly give effect to the decision which
might be given by the Central Gov-
ernment, but there should be a pro-
vision also made for imposing some
punishment on the company or on the
officer who is in default.

Shri K. K. Basu (Diamond Har-
bour): The hon. Member is referring
to an amendment; where is the
amendment?

Shri N. P. Nathwani: I am only
saying that I wunderstand that the
Government is alive to this situation
and I expect Government to bring
forward an amendment either to
clause 110 or to some subsequent
clause. I do not know what they ex-
actly intend to do. But my sugges-
tion is this. It wil not be enough to’
say that if the company is in deiault
in carrying out the order of the Gov-
ernment, the applicant shall be treat-
ed as a registered shareholder. The
vlause should also provide for some
punishment. Otherwise, the company
and its officers can defy the decision

‘of the Government with ¥mpunity.

But there is one aspect which mys
learned friend Shri Jhunjhunwala
stressed very much. Sub-clause (5)
is not wide enough to indicate whe-
ther the Central Government can
require the companies to give reasons
for refusing to register the transfer.
But if we came to sub-clause (7),
the meeting becomes tolerably clear.
It says the procedings shall be eccn-
fidenttal. This means that the officers
of the company are being enabled to
disclose facts freely which might
otherwise be of a confidential nature.

But there is one aspect about sub-
clause 7. Its implications are not
clear to my mind. Is it the intention
that no information which might be
obtained by the applicant or the com-
pany is to be utilised elsewhere by
any party? Because, if that is the
intention, then the provisions which
are incorporated in the Income-tax
Act, particularly in section 54, should
have been incorporated here. This
merely says that the proceedings
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shall be confidential. Therefore, any
party cannot call for or cannot get
. these documents produced in a court
of law. It may also be that the
officer concerned cannot be required
to state or to give evidence about the
information received by him, but
there is no ban on the parties con-
cerned saying what they have gather-
ed as a result of these proceedings.
On the whole, I feel that this provi-
sion will strengthen the hands of an
lapplicant. He would be able to know
the precise grounds on which the

refusal is being made.

Then there is one thing more, and
"that is in respect of clause 86. Clause
86 defines the quantum and extent
of voting rights. It carries out the
recommendations made by the Com-
pany Law Committee. Hereafter, the
voting rights in the case of all shares,
whether they are ordinary shares or
preference shares, are to be in strict
accordance with the capital paid up
on such shares and the voting right
of an individual shareholder is to
be in strict proportion to the paid-
up capital of the ccmpany. This
may in some cases work a hardship
at the time of exercising the votes,
because any one who has some experi-
ence of company management knows
that when the occasion comes for
members to. exercise their votes, they
rush to the company's cffice, try to
pay up their arrears of call so that
they might be able to exercise their
votes. In clause 180 it #s' provided
that the articles may provide for a
altuation where a member has been
in arrears of call money, Because of
that he might have incurred the dis-
ability to exercise his vote. So, in a
big company where you have to work
out the individual voting right of
every member, some difficulty will be
experienced because it involves an
intricate calculation of figures and if
at the eleverith hour several members
approach and offer o pay and pay
their arrears of call, the paid-up
capltal would be increased and it
would affect the individual rights of
-the shareholders. Therefore, If we
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qualify this provision by saying that
the paid-up capital which will be
taken into consideration will be the
capital as it stood say 48 hours or
24 hours before the voting has to take
place, it will save considerable hard-
ship. .

Shri U. M. Trivedi (Chittor): 1
want to offer some comments on this
provision in clause 93. 1 have given
my amendments No. 115 and 116,

It is provided under sub-clause 1l(e)}
of clause 93 that the company shall
have the power to cancel shares
which, at date of the passing of
the resolution in that behalf, bave not
been taken or agreed to be taken by
any person and diminish the amount
of its share capital by the amount of
the shares so cancelled. This and
sub-clause (2) are going together. I
make a very small suggestion about
it and it is this, that such cancelia-
tion of shares shall not take place
without notice to the party affected
and at the same time must require
the confirmation of the court.

There may be several reascns for
cancelling shares. The man may not
have receiveg notice and may not
know. He may have changed his
address. So many things might be
there. Without giving a hearing to
the person affected by the cancella-

' tion, there i forfeiture of the money

that he may have paid on the shares
on allotment, He may have been
handicapped for some reason or other.
It is not fair that he should be
deprived of his property without any
proper hearing in this matter. This s
a small suggestion which I am mak-
ing and I hope the Finance Minister
will look into it to see whether it is
proper that shares which have been
allotted should be cancelled and that
all the moneys of such persons
should be forfeited without giving
them a proper hearing.

Then, we come to this very vexed
question under the provisions of
clause 110. The first point that strikes
me ie this. It is a very dubious pro-
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‘vigion of law that we want to incor-
porate here. There is to some extent,
1 should say, force in the arguments
-advanced by Shri Nathwani, but. the
way the Government has put this
case and the way it was supported
by Shri C. C, Shah who has been
always the spokesman of the Govern-
ment in this respect, it appears
that the Government does not trust
the High Court. I have yet to see
the reasons for
argument that the Government is not
trusting the High Court.

Shri C. C. Shah (Gohilwad-Sorath):

I did not advance any such argu-
ment. My hon, friend is putting inte
my mouth words which I never said
or uttered.

Shri U. M. Trivedi: They are
words which I heard.

Shri Gadgil (Poona Central): Some-
thing wrong with the ears,

Shri K, K. Basu: He is reading your
mind.

Shri U. M. Trivedi: Why this policy
of keeping all control in the hands of
the Central Government? One argu-
ment that was advanced against this
provision was this, that a man having
& company in Madras or in Trichino-
poly or in any other part of India will
have to run up to Delhi before the
Central Govern;nent for the purpose
of getting some redress, whereas if
it is in a court of proper jurisdiction,
he may be able to approach that court
and get a decision nearby.

Then there is another thing. When
we read this whole provision and
when we read sub-clause 7, it gives
the show away, and shows that it is
only for some political grounds or
for some reasong which cannot be
disclosed to the public at large that
this power under clause 110 is to be
kept m the hands of the Govern-
ment. Sub-clause (7) says:

“......All proceedings in appeals
under sub-section (3) or in rela-
tion thereto shall be confidential,
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and no suit, prosecution or other
legal proceeding shall lie in res-
pect of any allegation made in
such proceedings, whether orally
or otherwise.”

You can give a bad name to a dog
and hang it. From the very begin-
ning the argument advanced by Shri
C. C. Shah was this, that a man may
be undesirable, What is this un-
desirability? It is the most relative
of terms. A man may not like a
particular person on account of his
face, on account of the hair he wears,
the dress he wears.

Shri E. K. Basu: Or the white
cap.

Shri U, M. Trivedi: Whatever #
‘may be, I do not come to that. We are
all white-cappers.

An Hon. Member: Are you?

Shri K. K, Basu: I hope you have
changed into black,

Shri U. M. Trivedi: I never put on
a white one at least. !

Shri K. K Basu: That is good.

Shri U. M, Trivedi: The question is
that of propriety.

We have to see whether we should
give such vast powers in the hands of
Government as to deprive a man of
his right. At one end, we have made
the provision in our Constitution
that no one shall be, deprived of his
property. At the other end, here we
want to put into the hands of a body
‘corporate br the managing director
or the board or whoever controls this
whole thing or the managing agents.
power to say, all right, you may have
purchased the shares but we are not
going to transfer them. At one end,
we have been liberal in one respect,
and at the other end we are providing
like this. I do not see the consistency
about it.

Shri T. B. Vittal Rso (Khammam):
May I point out that thers is no quo-
rum in the House?
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Mr. Deputy-Speaker: 1Is it not
sunch téme now?

Shri T .B. Vittal Rao: Not yet.

Mr, Deputy-Speaker: The bell is
being rung. Now, there is guorum.
The hon. Member, Shri U. M, Trivedi,
Jmay continue,

Shri U. M. Trivedi: Formerly, we
«could not have an outsider acting as
a proxy. Now, we have been liberal
enough to say that any outsider not
.connected with this company itself
may be a proxy and may exercise
the vote. Though we have been
liberal enough to allow a man, whose
_antecedents are not known, and who
is a complete stranger to others, to
come and attend the meeting, and
.also to exercise the vote or do all
‘the functions which a proxy is allow-
ed to do, yet we say here that a man
who invests money, and who .has
some stake may not be allowed to be
registered because he is ccnsidered
by some superman sitting there to
be undesirable. That is what we
.call the height of tyranny that you
‘want to practise through the process
-of this company law,

We do not know what political con-
giderations may come in, because
-as this law now stands, practically
the power goes into the hands of the
Central Government to allow or not
to allow a man to run his bussiness;
and discrimination may be there.
“The object of the present measure is
to reserve as much power in the
hands of Government as possible; to
oppress as much as possible, to please
those who are sychophants to you,

and to ruin those who cannot agree

with your views. It is with this object
-in view that this company law is now
being framed in this - manner. When
such a law iz being framed, it is
the duty of the House to see whether
it will act oppressively or not.

. The hon. Finance Minister said,
and he was to some extent justified
in  saying, that we are not dealing
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with ordinary men, and therefore we
should not presume that they are
wvery honest, I should say that we
are also not dealing with officers who
are very straight Yorward persons;
and they are bound to act accord-
ing to the dictates of their masters,
and all those masters are not very
honest. That being the case, we have
to safeguard through law the posi-
tion of such persons as are actuated
by mere desires of investing their
money and nothing else. According
to this provision, such persons, in
whose case refusal is made, will have
to run up to Government; and if
they hold a particular type of view,
the man sitting at the Centre will tell
him, look here, we may get it Te-
gistered, my dear fellow, but we will
do it only if you change your colours,
if you agree to contribute so much
to our funds, if you agree to to pay so
much to our party, if you agree to
give up that particular party, if you
do all these things, we agree to get
ihe shares registered, otherwise, you
go away, and so on. . All this can be
said against the person concerned,
and it may have been put down in
black and white also, but it cannot
be the subject-matter of an enquiry
by any court of law. It ig with this
fear that I say that if the registra-
tion of a person's shares is refused,
he must be given reasons in writing
as to why it is being refused. Fur-
ther, the appeal should not lie %0
Government, but must lie to the court
having proper jurisdiction. [ know—
and what Shrj N. P. Nathwani has
said has some force in it—that not-
withstanding this provision of law,
which says that the appeal shall be
made to Government, and the deci-
sion of Government shall be there,
and without assigning any reasons,
Government will say anything, and
the company shall have to obey that
order forthwith, there is a provision,
in the Constitution, very wisely put
there, and liberslly too, namely the
provision of article 226, which can
compel Government to change its
order. But then it is a very lengthy
process for anybody. It is a wvary
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<ostly thing, In the case of a trans-
fer of a few shares by a few persons,
why should a person always approach
the High Court for this purpose?

The Minister of Finance (Shri C. D.
Deshmukh): Is the hon. Member
sure that recourse to court is barred
by anything that we are saying in
this Bill?

Shri U. M. Trivedl: You give no
provision to go directly to the court.
It # a question of interpretation
whether a person will have to exhaust
the remedy which has been provid-
ed under this law or whether before
exhausting this remedy, he can
approach a court of law. That is the
point.

Shri C. C. Shah: Thig provides only
an additional remedy to the person,
if he chooses to take advantage of it
Otherwise, he has the right to go to
a court of law,

Shri U. M. Trivedi: I would wel-
come some provision to be put some-
where here in the language In which
Shri C. C. Shah has tried to put i}.

The Minister of Revenue and Civil
Expenditure (Shri M. C. Shah): It is
absurdly unnecessary. If you will
read it very carefully, you will find
it is quite unnecessary.

Shri U. M. Trivedi: It is quite neces-
sary. Unfortunately, you have pass-
ed the stage when you have to go
before a court of law, and you do not
know it. There are difficulties that
arikse in this matter.

Just now my heon. friend Shri N. P.
Nathwani has said—I do not know
-whether he knows so much the mind
of Government or not—that Govern-
ment has this position in view,
ramely that all such orders will be
enforceable, and Government might
_make some provision in the same
‘terms as the provision existing in
clause 628.

Shri M. C. Shab: Shri N. P. Nath-
wani simply pointed out that under
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this new sub-clause (8), there is a
provision that an order can be pass-
ed under sub-clause (5), saying
that the transfer may be effected. But
now he says, suppose a party does
not accept it then what is the result,
can Government enforce its orders,
are there any provisions to that effect,
and # not, do Government propose to
have such a provision later on.

Shri U. M. Trivedi: That is wha!
we also want to know, How does
the mind of Government work about
it? If we find that you have already
agreed to such a provision, then we
may not advance such arguments.

Shri M. C. Shah: That will come in
the clauses whnich we shall just
consider. If we want to add anv penal
ciause there with a view to penalis:
a company that does not carry out
the orders of the Central Govern-
ment, then you will have ample
opportunity to discuss the matter.

Shri K. K. Basa: Shri C. C. Shah
also has said that there is nothing
to bar a person from going to a
court of law. Under the existing law,
you have to prove the mala fide of
the director. But under this parti-
cular provision, so far as the
Central Government are concerned,
you say that they should not only be
guided by grounds of mala fide but
something else also. Is it open to
the court of law, after the statute
romes into being, to go into any
other ground apart from mala fide?
That is the whole point.

Shri C. C, Shah: It does nat provide
any further ground except those that
exist in Jaw at present.

Shri K. K Basu: So far as the
Central Government are concerned,
after this clause 110 is put into effect,
if they so choose, they can go into
other reasons also apart from mala
fide; and since the specific right is
orovided, they can give notice to the
company and ask for the reason, and
they can go into other grounds also
apart from grounds of mala fide. Bu:
so far' as the courts are concernel,
they have to follow the existing prac-
tice omly. .
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Shri U M. Trivedi: The court is
bound to go by what the law, as it
stands, says. The court is not going
to travel beyond what is said here.
T heard the Minister of Revenue and
Civil Expenditure io say that they
are propcsing some change in some
clause, and the way that he has
suggested means that the remedy that
2 man can have by way of an ordi-
nary civil court will be barred imme-
diately you provide that it will be
penal for any man not to obey those
orders. The penal clause itself will
suggest that that order is final. and
the ' penalty will be attached to it.
So we must know how you are going
to have thig provision moulded, and
what is the strength behind it. what
sort of sanction vou are going to
provide behind i, Therefore. my
suggestion is this. I do not think
that anything is lost to the Govern-
ment in any manner, except if there
is something hidden or something
mala fide. You can easily provide
that this can be gdetermined by a
court of law. Why allow this big
Power in the hands of those very
people whom, you say, you are not
trusting? Why allow them the power
to exercise the right of refusal of
 registration? Why have it both ways?
You cannot blow hot and cold in the
same breath. At cne stage, you say
that you do not want these people,
they are dishonest, you are trying to
plug all these loopholes; at another
stage, you want to give these - very
people thiz power to refuse wegistra-
tion of transfer, to ecall anybody
undesirable and throw him out; -you
allow the board to say something dirty
about a man who wants the shares
transferred and do all sorts of things.
‘Why not allow him to open  those
proceedings? I say that there is a
very strong case for such a courss,
You should agree that the man must
have a right of appeal and he must
be given the reasons why registra-
tion of dransfer is refused. -He
must have the right of appeal...

Xbri K. K. Basu: After the Central
Government decides,
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Shri U. M. Trivedi: [ say, do away
with the Central Government. It
must go to the proper officer or . a
court with proper jurisdiction. This:
is a question of right.

Then I come to'a small suggestion
about clause 112(2). I suggest that
in sub-clause (2) after the words
‘sub-section (1), we may add ‘sub-
Ject to the orovisions of sub-section
(3. As it now stands. it says:

“If default ig made in comply-
ing with sub-sectiun (1;, the com-
pany and every officer of the
rompany who is in defaul* shall
be punishable...”

I say that he should not be punish-
ed automatically, but he must be
served with a notice requiring him
to make good any default in comply-
ing with sub-section (1). So I want
to add, ‘subject to the provisicns of
sub-section (3)' after ‘sub-section (1),
so that # reads:

“1f default is made in comply-
ing with sub-seotion (1), subject
to the provisions of sub-sectiop’
(3), the company and every officer
of the company....” )

That will be in the fitness of things,
read with the provisions of sub-sec-
tion (3). This will help the company,
# it is an honest company, to carry
out the ordinary transactions in a
proper manner and we shall not be
called upon to punish a man without
hearing him.

Shri M. S. Gurupadaswamy (My-
sore) rose—

Mr. Deputy-Speaker: When &
special forum for appeal is provided
by statute, it is open to the court to
have jurisdiction over the maftert
Under clause 110, the appeal iz #o
be made to the Central Government.
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If nothing is said in regaid W appeal,
4t is another matter. But when an
appeal is prescribed to a particular
agency, is it open to the court to
‘have jurisdiction? -

Shri S. S. More (Sholapur): Theére
are certain powers under the Consti-
tution for the courts to superinten-
dent or issue writs of certiorari,
wmandamus. . ...

Mr. Deputy-Speaker: Writ is a
different matter.

Shri S. S. More: When a special
procedure is provided, no party will
be permitted to deviate from it, un-
less the special machinery is utilised.

Mr, Deputy-Speaker: I do not want
to create any innovation. If Govern-
ment want to avoid any reference to
a court. it may be made clear. If
on the cother hand, the hon. Minis-
ter in charge feels that they may
have recourse to a court, there is
‘nothing preventing appeal to the
court. But when a special procedure
is provided for appeal to a particular
agency, 1 doubt whether the appeal
can lie to a body other than that
1 am afraid there are certain cases
which say that reference to a court
of law is prohibited. If it is a ques-
tion of substance in which the hon.
Member feels that we are not going
to allow the court to interfere in this
matter and the Central Government
must have the authority, there is no
going behind it. On the other hand,
if he feels that the court's jurisdie-
tion ought not to be excluded, it is
somewhat doubtful.

Shri C. D. Deshmukh: The court’s
jurisdiction today is of a particular
kind. That does not cover all cases
of refusal to register. As one hon.
Member peinted out, it is a guestion
of mala fides. The question of mala
fides can always go to court. Below
that or short of that, there was mno
remedy available to the party today.
What we have provided is a summary
kind of remedy for a matter which
% not always a justiciable matter, it
mala fides do not enter the transac-
tion. because there are various other
jssues that may have to be taken into
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consideration—but  certainly not

politics. Of course, it is open t0
hon, Mémbers to fling mud at any-
thing, about anybody’s bong_fides, so
long as their bona fides are not
suspected. But we do not play that
game. We say, we are trying to deal
with a particular problem to the
best of our judgment. We find that
today a party has no remedy. There
fore, we say, may be the company
may not wish to make a justiciable
issue of it, and yet it may have very
good reasons, say, the es have
been cornered, somebody wants o
oust someqne else. It is a kind of
game played in the business world,
but not necessarily raising issue ot
moral turpitude. And wyet from the
point of view of the conduct of a
particular enterprise, Government
may feel that a change that will come
about as a result of these transfers
is a change which will not be desir-
able—I am sorry I am making .-a
1 should have made
later, but 1T am {rying +t{o answer
your point—.There are many other
powers of a cognate nature which
have been vested in Government.
What is the meaning of saying we
will approve the new  managing
agents, a new managing director, the
composition of a new directorate? All
these are powers vested in us. Hon
Members might say, why not transfer
all these powers to the High Ccurt?
My answer is that these are not essen-
tially justiciable matters: these are
matters of judgment  in ordinary
everyday affairs of the market-place.
and therefore, other considerations
than the provisions of law have to
be borne in mind. That is why we
are entering into difficulties in re-
gard to labour tribunals. Although
those matters go before judges and
so on, you find 100 judges give 100
different judgments, because there M
no substantive law which governs thia
matter. We do not knoew what bonus
is, we do not know what profit
sharing is, we do not know what
social justice is, AJl these wague
matters have, therefore, to be dealt
with on a different plane. That was
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why we felt that in this matter the
Central Government, who are mnot
hampered by rules of evidence, rules
of prccedure and so on, might be
able to do rough justice whereas the
court may not be. And there is the
o‘her point, that it is not proved
that the law’'s delayg are less than
the delays of the Central Govern-
ment—I mean we have a greater
capacity of cutting red-tape than the
High Court has of abridging its proce-
dure. They are bound by procedure;
unless the law is changed, they are
helpless. We can change our proce-
durg as we go along, and I have
given general assurances to the House
that we shall see that delays are
minimised. Therefore, I am hoping
that most of these matters will be
settled very quickly, Secondly, the
very existence of these new powers
in the hands of Government will
make it almost unnecessary ot
them to exercise them. As far as
I can foresee, in about 99-99 cases,
the names would be registered,
Because the party has to come, and if
he does succeed in proving in an isola-
ted case that there is every case for
not registering it, that would be a
matter in which no court could inter-
fere—because I am excluding mala
fides, 1f there is mala fide, and that
may include even political mala fide—
it is open to a party to go to the court
and say, “I heard the Minister say ‘1
will see that that person ‘who belongs
to that party does not get the share’”
—if he can prove it, it is open to the
High Court to decide it.

1 M.

Mr. Depuiy-Speaker: The hon.
Minister therefore says that the pre-
sent jurisdiction of the court is- not
curtailed. The present jurisdic-
tion is in cases of mala fide and
dishonesty, if # is proved. An addi-
tional remedy s provided now which
wag not in the previous Act. There
fore, far {rcm abridging he has en-
larged it.
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Shri C. D, Deshmukh: Much en-
larged.

Mr. Deputy-Speaker: And in favour
of Government. Because, where an
appeal lies to Government they are
not governed technically and strictly
by any rules of evidence as in
court of law, and they may do justioe
in a summary manner. Wherever
even they are actuated by ma'ice,
dishonest intentions or by a partisan
spirit, 'the jurisdiction of the court
is not ousted,

Shri U. M. Trivedi: In regard to
mala fides of Government being chal-
lenged I may inform my friend that
a!l the courtg including the Supreme
Court have said that mala fides of
Government iz a thing most difficult
to prove and is never at issue. It is
taken for granted that whatever the
Government has done is right.

Shri C. D. Deshmukh: It cannot be
alleged and it is very difficuit to
prove,

Shri U. M. Tiivedl: That is why 1
was suggesting that the remedy must
be with the courts from the very
beginning.

Mr. Deputy-Speaker: The hon.
Minister says it is not purely judicial
and there is something more as in
the case of managing agents,

Shrl U. M. Trivedi: So long as he
is Finance Minister # is all right.

Mr. Deputy-Speaker: We hope all
Finance Ministers will be equally
good.

Shri M. 8. Gurupadaswamy: This
group of clauses deals with deben-
tures, shares, transfers and other
cognate matters. With regard to
shares, the Bill provides for two kinds
of shares, namely equity shares and
preference shares. .

Shri C. D. Deshmukh: May I know
on which amendment the hon. Mem-
ber is
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Shri K. K. Basu: It is only a sug-
gestion for action.

Shri M. S. Gurupadaswamy: 1 am
spealnng on clause 84. This clause
provides for two kinds of shares: pre-
ference shares and ordinary shares.
The one happy feature about this
Bill is that it has completely elimi-
nated the continuation of deferred
shares. Shri C. C. Shah pointed out
yesterday that the continuation of
such shares has been the cause of
much abuse on the part of the defer-
red shareholders. They are none else
than the promoters or the founders of
the companies. In companies where
there is unusual and extraordinary
accumulation of profit, the deferred
shareholders always take the greater
portion of the net profits, after pro-
viding of course for the dividends for
the ordinary shareholders as well as
the preference shareholders. Though
the face value of the shares of the
deferred shareholders was very small,
say one rupee, normally in the past
the profits they used to get used to be
much more than the profits of an
ordinary shareholder or any kind of
shareholder. Now this has been eli-
minated. This way the Bill is a
‘definite improvement upon the old
Act. So it must be commended.

But I have to make one submission
in this connection Shri Asoka Mehta
while dealing with the question of
shares asked: would it not be better
to give sufficient power to Govern-
ment to allow the issue of more kinds
of shares if they are deemed necessary,
instead of confining only two kinds
namely equity shares and pre-
ference shares? Of course we do
not want the continuation of
the deferred shares, even though
we want to give powers to
Govemment to enlarge the kinds of
shares. I am glad that the Finance
Minister agreed with some of us that
the transfer of shares is being done
sometimes with a view to cornering
a large number of shares. That is,
shares are purchased and sold, they
are acquired by a certain group of

people or persons with a view to-

chmgmathecomplenanmﬂchuu—
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ter of the company. In England the
practice was that any shareholder
could sell his share to anybody he-
pleased; blank tsansfers and some-
times colourable transfers to undesir-

able persons used to be allowed.
Normally, it is true that a share-
holder is the owner of the share; he
enjoys all the rights over the share:
and can dispose of the share to any-
body. That is a normal right. But
this normal right has to be restrain-
ed, because certain practices have:
developed in India, particularly due
to the activities of managing agents
and ‘managing directors or directors
who corner the shares and exploit the
shareholders with a view to captur-
ing the company. So by mere selling
or buying operations of shares it is
quite possible that the complexion
and character and the managerial
structure of the company might be
changed. Therefore, with a view to
preventing such a monopolistic ten-
dency, it would be better that restric-
tions are placed on the transfer of
shares.

Shri K. K. Basu: How can you pre-
vent monopoly under this?

Shri M. S. Gurupadaswamy: It
could be. Because by refusing to
register the shares of certain people
it is possible to keep the complexion
and character of the company intact.

Shri K. K. Basn: Usually the per-
sons in the management develop the
monopoly. Shri Tuslidas will have:
no chance of developing a monopoly
in that organisation!

Shri C. D. Deshmukh: There are
other Tulsidases who want to oust
this Tulsidas!

Shri M. S. Guropadaswamy: On the
ground that there is already in exist-
ence in the company a sort of a mono-
poly holding of shares by a group of
people or some persons, should we on
that ground justify again that the
same tendency ‘should be repeated by
another group coming and taking
over? If there are normal transfers,
there is no objection. Suppose a
shareholder is in difficulty, he wants
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1o sell away his shares and have
money. There should be no objection
40 sell his shares. Normally the
company should not come in the way
of such transfers. But the Govern-
ment should see that the transfers do
not in any way change the complexion
or the character of the company or, if
they want to change it, it should go
into desirable hands.

Some hon. Member was suggesting
that the High Courts should be given
powers in respect of appeals. I am
inclined to agree with the Finance
Minister in this matter that the admi-
nis‘ration of Company Law is a
imatter for Government. And I sug-
gested' on another occasion "that ins-
tead of a governmental machinery it
would be desirable to have a Central
authority, an independent or autono-
mous Central authority for this
purpose. :

Pandit Thakur Das Bhargava (Gur-
gaon): May I point out to my hon.
friend that under clause 154 of this
Bill, it is the court which can rectify
a register of members? The powers
of the court have not been taken
away. The final authority of the civil
rights of the people rests with the
courts alone. How does my friend
-say that the jurisdiction of the court
:should be ousted?

Shri M. 8. Gurupadaswamy: I am
not saying that it should be ousted.
I am only saying that if there is a
refusal of transfer by a company the
parties, the transferor and the tréns-
feree should be given some chance of
appeal to Government and that is the
only thing provided. I think that it is
right that the power should not be
-entrusted to the court. The adminis-
tration of company law should remain
with the Government. It is the Gov-
" ernment’s responsibility to see that
the company’s affairs are managed
properly. So, I say the provision that
the Joint Committee has made in this
Tespaet is completely reasonable and
satisfactory.

In so far as delay is concerned, it
all depends upon the administration
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to impress upon us how far they will
be able to cut down their red tape. I
know various instances in which the
officers dealing with company law
and other matters have always waited
for the orders of the Ministers. They
do not act quickly and expeditiously;
as a result there is a lot of delay and
harassment to the parties. It would
be better if the Minister takes care to
see that red tape is cut short. I wel-
come his assurance in this matter.

The officer dealing with such im-
portant matters should act in a very
responsible manner. But, unfortu-
nately, today in India generally the
officers behave as if they are the ser-
vants of the Ministers and not ser-
vants of the public. This has been
the cause for the long delay, the red
tape and all that. Seo, if the officers
behave properly and think that they
are not servants of the Ministers but
servants of the public....

An Hon. Member: You want to
sow seeds of disloyalty.

Shri M. S. Gurupadaswamy: I do
not mean that there should be dis-
loyalty to the Mmister. I say that
they should not always think that
they are the servants of the Minis-
ters, that is, that they should not
always act according to the will of
the Minister and not according to
the rules and regulations provided
under the law.

Shri C. D. Deshmukh: They should
consider that they are Ministers?

Shri K. K. Basu: Sometimes they
are.

Shri M. 8. Gurupadaswamy: I do
not want them to consider that they
are servants in attendance to Minis-
ters.

Shri C. D. Deshmukh: They are
public servants and they are under
the orders of the Minister. Do you
want anything else?

Shri Bansal (Jhajjar-Rewari): On
the other hand, the complaint is that
servants are oo
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bureaucratic and they do not listen
to the advice of Government.

_ Shri M. 8. Gurupadaswamy: Last-
ly, I must say something about the
disproportionate voting rights and
the time provided for their adjust-
menl, It'is rather too long. My
friend, Mr. Gadgil suggested one
year. The Bill has provided for three
years and I would request the Minis-
ter to consider whether it will not
be possible to reduce the dispropor-
tionate shares within one wear or at
least less than three years. I think
it will be better to reduce the period
from three years to two years or one
year, as the case may be.

Shri K. K. Basu: There has been
a long ‘discussion on thig group of
clauses and I think most of the points
which I wanted to say have been
covered 1 wanted to move some
amendments, but unfortunately, be-
cause notice was not given in time,
they have not appeared on the list
today. We wanted the deletion of
these shares which are income-tax
free.

An Hom. Member: What is the
number of the amendment?

Shri K. K. Basu: I do not know; we
gave notice yesterday but, probably.
s the notice is not sufficient we do
not see them here.

Yesterday my friend Shri Sadhan
Gupta emphasised why there should
be no provision in law which will per-
mit the issue of income-tax free
shares. Today there may be different
types of shareholders whose filnancial
position and standards may be dif-
ferent. Let them issue dividends on
the basis of the earnings they have.
T is for the individual shareholder,
according to his own ability, to pay
income-tax.

There is an amendment which the
Finance Minister has moved, for the
deletion of Explanation II which deals
with cumulative preference shares.
But, I do not see any other provision
either in the definition clause or any-
where else which defines what a cumu-
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lative preference share is. We know
it fully well because ever since the
working of this company law in our
country there have been judicial inter-
pretations and there is the definition
in English Company Law which we
have been following. But, in view of
the fact that our new Bill is a com-
prehensive one we should have said
somewhere what is a cumulative pre-
ference share, It is open to issue cu-
mulative preference shares also. id
you drop out that explanation, unless
some definition is made somewher it
may not be possible to know what it is.
In the new Bill we have put every-
thing conceivable either in the body
of the Bill or in the schedule. I would
urge the Finance Minister to consider
whether some such provision should
not be made if the Finance Minister’s
amendment is accepted.

Then 1 come to the point that has
been urged by my friend, Shri Guru-
padaswamy. We have also tnoved
an amendment to the effect that the
period of three years should be re-*
duced to one year for the adjustment
of these shares with dispropor-
tionate rights etc. We are including
in the new Bill provistons which will
alter to a large extent the relation-
ship inter se between the managing
agent and the parent company or the
parent company and the subsidiary
companies and so on. Therefore, we
consider that this three years' period
will run counter to the provisions
which we are incorporating in this
Bill. We all desire that the body
corporate should fall into line with
the law that we are going to pass
soon.

Regarding clause 89, it has also
been dealt with by some of the pre-
vious speakers. Unfortunately the
notice of an amendment which we
gave yesterdny was too late. Under
the saving clause only section 80 is
covered. What about the provisions
regarding any right attaching to divi-
dend capital or otherwise? We would
like to emphasise that every kind of
thing should fall in line with the
provisions of this Bill, because under
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this Bill we want that there should
be two types of shares mainly, the
equity shares- and the preference
shares, and arnong the preference
shares, they will be on a par and
there will be no such differences. Un-
der clause 89, in the case of existing
companies they may have rights which
are not in line with the provisions of
clauses 86 and 87 ‘hat we are going to
pass under this Biil, I would urge the
hon. Finance Minister to consider not
only the rights under clause 88, but
all other rights also which should be
made to fall in line with the provisions
under discussion, which will be put
soon on the statute of this country.

Regarding private companies, it is
wrue that normally it is more or less
family concern. But we have also
seen that sometimes in private com-
panies, after a certain stage, due to
quarrels within the family troubles
accur—the number of family members
might not exceed 50. We have seen
that when a section of the family
members falls out with the other, the
majority section controls and they
tyrannise the other section. I know a
very important company in Calcutta
originally founded by three brothers
and subsequently one branch of the
brother had no male issue and it went
to the dapghter. The result was that
the daughter’s people were pushed out
of the company. Therefore, even in the
case of a private company, a provision
should be included to, the effect that
i the Government is satisfied...

Shri C. D. Deshmukh: Which clause -

is he referring to?

application of a certain section of
-upd Afediseq 1 gomga  ‘'sFupioy  Jo
oqy Ul ‘payspes ‘st juawulascd  Jl
g 2wy Jo Saidpuud seq ayy ol
case of a private company, on the
of rights attached to particular tyoe
i9Uno? Suni pue snfyn aq o} paiapls
snsse[D UIeMsd ale 2IAyL *(qQ) asnepn

qns R Wne)) NSt W W YR .
the shareholders whoever 1hey_ may
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be, that such classes of rights are
basically unjust and run coumer to
the basic principles of the B.il, then
it should have a righl to fcree upon
the company to fall in line with this
and amend the provisions of its
articles of assoclation accordingly. [
tully agree that there should no: be
a general provision that all private
companies should be on a par. As I
have given an example, sometimes
such gquarrels occur. Theretcre, it
should be open to the Central Govern-
ment, if it is satisfied, to call upoe
such private company to amend its
articles so as to fall in line witn
clauses 86 and 87.

Shri Bansal: I have not heen able
to follow the hon. Member. How wil
the situation be improved by making
such amendments in the articles, as
suggested by him? .

Bhri K. K Basu: I have not sug
gested any line.

Shri Bansal: The hon. Member aa:
a particular instance in view. How
will the minority shareholders, or the
people who are looking after the
interests of the daughters, be benefit-
ed by the kind of orovision which
the hon. Member hag in mind?

Shri K. K, Basu: There are different
types of shareholding, and thev na-
turally have different rights. In the
~ase of a private company, if 1the
Government is satistied that one
rlass of sharebnlders is gong to
tyrannise or dominate over the other
type of shareholders and that those
rights run counter to the provisions
which we are passing, then the Gov-
ernment will have the right to ask
the particular eompany to amend its
articles and fall in line with these
provisions. Therefore, 1 do not say
that all private companies should be
put on the same par as public rom-
panies, but this right I would like
to give to Government.

Regarding the earlier part of ciause
86, I am not sure whether delet'on
will solve our problem. Some other
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amendinent shcotild be put in. Un-
fortunately ! was laie. It is i wiic
a power—the rights attached 1o
shares as to dividend, capita! or
otherwise—which many of us do not
wish. ’

The most importan: provision is
the prouvisien in clause 110. Before
that, une point has alsc been urged
by my friend, Shri Sadhan Gupta,
that the percentage of shareholding
should be reduced from 10 to 5. There
will not be any harm because the
court will be there and it will judge
the soundness of the argument that
the five per cent shareholders are
giving. If there is a prima facie
case, the Court may issue an injunc-
tion that the variation that has been
sought by the majority shareholders
shall not have any effect. Our ex-
perience is. that it is very difficult
often to get hold of ten per cent
shareboldings. In many cases, usual-
1y the ruling -party, who holds majo-
rity shares, will be on one side and
a very small minority section, who
might not see eye to eye with the

- ruling Jarty, will be on the other side,
and surely it must have a right to
come to the court.

Shri C. D. Deshmukh: Which clause
the hon. Member is referring to?

Shri K. K. Basu: Clause 106, which
says:

“If, in pursuance of any provi-
sion such as is referred to in sec-
tion 105, the rights aftached to
any such class of shares are at
any time varied, the holders of
-aot less in the aggregate than ten
per cent of the issued shares of
that class, being persons who did
not consent to or vote in favour
of the resoluticn lor the varia-
tion, may apply to the court to
have the wariation cancelled, and
where any such application is
'nade, the variation shall not have
effect unless and until it is con-
firmed by the Court”

This right applies only if the poer-
centage is teh, and 1 want it to be
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reduced to five, berause knowing the
position of the shareholders as the)
arc icday, we want to reduce it
irom ten to five,

Wow I come to the most controver
sial clause so far, that is section 110
The Jomt Commitiee also discussea
this and I fully agree that it is
much better to have some machiner)
set up by Government insicad of :
court. Apart from the delay in the '
court, it may not be possible alwar. -
for the judge, in taking up such mat
ters, o determine, apart from the
mala fides, the economic effect of it.
It is very difficult for the court to
enter into such matters. Possibly
they have to base their judgment
wis-g-vis the facts that may be given
by the applicant or on behalf of the
company. Therefore, it is much bet
ter and more practicable if only
the Central Government appoints
such authority who will be in the
know ©f the market position, apart
from the Government’s  economic
policies or their desire as to how ihe
body corporate should work. It is
much better to have thai power given
to the Central Government. But in
view of doubts expressed hy some of
our friends here that ® Government
may not always be right, I would
only suggest, if it is possible,—
unfortunately I have not tabled any
amendment—that a provision should
be made by which an appeal against
the decision of the Government
could lie with a court of law o
competent jurisdiction. I do not agret
with those friends that immediately
they should go to a court of law
The expert machinery will be more
competent to go into the matter that
a court of law. If some such thing
could be provided here or subse
quently in this Bill, that is, appea’
against the decision of the Govern
ment, then it will be better.

Shri Jhunjhunwala said that beforr
they actually refuse, they should
come to the Government, but he now
says that in the case of such a de
clsion, the other side should be give:
a hearing. If that is possible, well
and good. If the administration of
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the Company Law could be decentra-
lised to some extent, it may be easler
so that a shareholder from Madras
will not have to come to Delhi' every
time; it may somewhere near about.

Shri C. D. Deshmukh: This parti-
cular thing is likely to be decentra-
lised because it i8 in a rare case
where a particular view has to be
taken of the passing of the control
of the company and that is a matter
which a Registrar or the Registrar-
General is not likely to be able to
handie.

Shri K K. Basu: It may so hap-
pen. ‘When there is a case of large-
scale cornering which may involve a
question of policy it is all right.
But there may be cases where it may
‘have just crossed the limit of private
company;, there may be a family
jealousy or some other trouble and
there it does not involve a very big
question of change of control or
policy. In those cases can this cate-
gorisation be made? A single share-
bolder having five or six shares have
to come because their share has not
been registered on the ground that
the management do not like it. I
would ask the Government to consi-
der whether this categorisation can
be made that a certain type of cases
can be looked after by the Registrar-
General because I understand that he
will be quite a senior officer.

Shri C. D. Deshmukh: The point is
that the small man is not likely to
have such a complaint because regis-
tration is a matter of no moment in
#t. it is only a big man with a large
block of shares who may have some
grounds if his registration were re-
fuged by company for reasons of
their own.

Shri K. K. Basu: That is a normal
case. We have heard in Calcutta &
case where it had just crossed the
limit“of the membership of %0 or 80
and there were some groups and they
did not want any other groups to
come. I fully agree with what the
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Finance Minister said but I hope
some decentralised power can be
given in cases not involving change
of policy. I would request the
Finance Minister to consider this be-
cause I am not moving some of the
amendments I had tabled.

Pandit Thakur Das Bhargava: So
far as clause 110 is concerned, 1
want to make one or two observa-
tions. According to the articles of
association every shareholder agrees
or is deemed to agree with the rest
of his shareholders that the direc-
tors have got absolute power to
disallow the transfer but in the arti-
cles of association it is not provided
as to what should be the grounds on
which such iransfers should be dis-
allowed and usually it happens that
no grounds are given and therefore
the transferee comes to Court. The
guestion arikes: was it due to- the
mala fides of the administration that
they have disallowed the transfer.
The persons who want the transfer
are in a dilemma; they cannot ordi-
narily succeed in any courl also
because it is very difficult to prove
mala fides. We do not define the
circumstances or reasons or on what
occasions this power should be exer-
cised. If you can say that this should
not be done un account of certain
reasons then it is all right. If, for
instance, as my friend said, some un-
desirable person comes on, you will
say that, Usually it is so. But what
is the quality of that bad man? 1If
that person has already purchased a
large number of shares and if it is
clear that he wants to take possession
of the entire company, I can un-
derstand that. After all according to
the original agreement, it is qute
clear that the transferee has agreed
that he will not be able to transfer
the shares at his sweet will and
power has been given to the directors.
The power yet remains with the
directors. In what circumstances and
for what reasons should the power be
exercised? Unlesg and until that is
made clear the courts and the Cen-
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tral Government will be in difficul-
ty. With what allegatidns can he go
to the court? He does not know why

the transfer is not allowed. An at-’

tempt should have been made to put
in the articles of association on what
grounds the company could disallow
the transfer of shares. For instance,
1 have got some shares and when I
go to the company they say “dis-
allowed”. It is a good sale; consi-
deration has passed and there is abso-
lutely no reason why it should not be
allowed to be transferred in the books
of the company. I have purchased it in
an open or private sale; my title is
good; everything is good but only the
rule comes against me. But the rule
is there and I quite see the force of
the law and I do not want the entire
discretion to be taken away. But at the
same time, I do want it may be defin-
ed under what circumstances and for
what reasons, the power can be exer-
cised because once it is defined, he can
certainly come to the Central Gov-
ermment. If the reason is that this
man is buying shares and cornering
thern and therefore the transfer may
be disallowed, in a particular case
# may not be true and he can go
to the Central Government and say
that this is not true or fair. Unless
he knows the reason and the admini-
stration ig forced to give reasons by
some provision in the articles of
association and you force them that
. the articles of association would be
good only if they defined the reasons
this difficulty will always be there
and he will have no fair solution.

Mr. Deputy-Speaker: Are there sny
provisions #n the Bill for making
rules in connection’ with clause 110
and saying that the circumstances
should be given.

Shri C. D. Deshmukh: When there
is a representation in writing both
parties are to be invited and I take
it that representation will mean
the particulars of the share that is to
be transferred by each party and that
will mean the reasons. There is dis-
tinction between defining reasons iu

the articles of association and giving -
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reasons when an occasion arises. S6
far as giving the reasons s concern-
ed, [ take it that it will come under
sub-clause (5) before the Govern-
ment.

Pandit Thakur Das Bhargava: 1
have. not been able to make myself
clear. Let us examine it step by
step. The company should not be
allowed to disallow a transfer except
for good reasons, for instance vorner-
ing. There might be some other
reasong also. It is not a good reason
that I am a bad man. If a persoa
wants to usurp or cormer I can un-
derstand and you may not allow it.
But # should not be at their sweet
will, without igni any r "
How am I to specify the reasons
while applying to Government? I do
not know on what grounds it bas
been disaliowed unless I know them.

Shri C. D. Deshmukh: I am assum-
ing in the course of the enquiry you
will be told all the reasons that have
been advanced by the other party.

Pandit Thakur 'Das Bhargava:
Where is provision for an enquiry?
Who is going to tell me the reasons?

Shri C. D. Deshmukh: That can be
provided by the rules.

Shri C. C. Shah: When there is an
appeal to the Central Government,
the Central Government will issue
notices to the company under sub-
clause (5) asking the company to
show reasons why they refused and
then the man will be called upon to
reply those reasons.

Pandit Thakur Das Bhargava: I
was asking this. What is your objec-
tronn to make a provision in the arti-
cles of association?

Shri C. D. Deshmukh: It becomes
justiciable which is the very thing we
want to avoid.

Pandit Thakur Daz Bhargava: It is
not. According to the procedure, I
apply to the company for a transfer
and then it will be disallowed. They
do not give any reasons. You may
say that they must give reasons so
that I may be able to concentrate
upon those reasons.
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Shri C. D. Destmukh: If this is the
sort of cases which are likely to come,
up, both the parties would know very
well what the reasons are.

Pandit Thakur Das Bhargava: As u
matter of fact, I may tell the hon.
Finance Minister that very often we
do not know what the reasonsg are:
the only reason is perhaps jealcusy,
perhaps the animosity belween a
managing director and the person
who applies. In such cases transfers
are disallowed without any reason
being assigned. My’ hon. friend says
that the company would be asked why
they have dcnc so. But your provi-
sion says that both the parties will
be asked to give  reasons.
Either you provide that after one
party has made the complaint the
other party will be asked to give the
reasons, or straightway provide that
reason: for such refusals should be
given. There iz not even a provision
for an enquiry. There # no reason
1o think that after you receive a reply
from the company you will allow the
aggrieved party an opportunity to
controvert it. I may come with a
blank paper to you.

Shri C. D. Deshmukh: Is there any
reasan which would prevent me from
doing that?

Pandit Thakur Das Bhargava: What
is the purpose of this law then? You
ask me negatively, “where is the oc-
casion for belleving that you will not
exercise those powers.” After all
this is a positive matter. If a person
comes to you with a blank paper
and says: “My application for trans-
fer of shares has been disallowed”
will you tell him the reasons?

8hri C. D. Deshmukh: Within the
four corners of this sectian, one could
make rules in order to elaborate that
procedure: that is not barred by the
substantive portion of the sub-clause,

Pandit Thakur Das Bhargava: That
means at the first stage you do not
want to provide. Why do you not
provide for it but give arbitrary
powers to the company. Secondly.
sou make a provision that you would
+nquire into the matter.
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Mr. Deputy-Speaker: Kven ai thu
first stage rules can provide for it.

Shri C. D. Deshmukh: My answer
is a general one: why do ycu want
to provide something hoere  which
can be provided in the rules. One has
to make a distwmction belween the
statute and the rules.

Mr. Deputy-Speaker: Is there any
provision for making such a rule?.

Shri C. D. Deshmukh: There is a
general section—'and for carrying
out the purposeg of this Act.”

Pandit Thakor Das Bhargava:
There is a general provision and
principle that Government will not
do wrong. Therefore, I am asking....

Mr. Deputy-Speaker: In any case
after the statement of the hon. the
Finance Minister here....

Shri C. D. Deshmukh: We  are
bound to take notice of every reason-
able suggestion made by an hen
Member. It is that which belps us
to make rules, apart from the gpecific
importany matters for which rules
have to be made.

Pandit Thakur Bas Bhargava: Sup-
posing Government disallows the
transfer. Then that man goes to
court. Even then he does not know
why Government has disallowed the
transfer. He does not know on what
grounds Government have approved
the decision of the company and dis
allowed the transfer. In the court he
has to prove mala fides. How can
he show mala fides unless he knows
what the grounds are? Unless and
until you change the basic thing and
you say that on these grcunds alore
a company can disallow, unless ym
do that, no justice will be done and
there will always be difficulty; there
will always be some conflict betwesn
the two parties. The aggrieved per-
son will naturally feel that an arbi-
trary rule is coming in his way.

It' may be difficult to define thosa
conditions, but an attempt chould be
made to define circumstances in
which a disallowance can be made.
I would, therefore, humbly request
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the hon. the Finance Minister to kind-
ly consider the point and see if he
can do anything to put something in
the articles of association, so that
these arbitrary powers may not be
eft in the hands of certain persons.

Shri C. D. Deshmukh: I shall dea!
with these clauses in the order in
which they occur. As regards clause
B4, two or three points have been
raised.

Mr. Deputy-Speaker: Does Dr.
Erishnaswami want to speak? How
long will he take?

Dr. Krishnaswami (Kancheepu-
ram): About seven or eight minutes.

Mr. Deputy-Speaker: Then, I shall
give him a chance.

Dr. Erishnaswami: I should like to
deal with only five clauses: clauses
85 to 89. 1 have to make a few obzer-
wvations on these clauses and I hope
the Finance Minister will consider
themn.

First of all we have made clear in
this Bill that we are not going to give
preference shareholders anything else
except a few limited, rights. Now,
preference  shares are generally
“charges” on capital rather than
“equities” and it is considered mnot
proper to give them equal voting
rights with ordinary shareholders.
Mr. Morarka's amendment, however,
deals with preference share-
holders' rights—rights which had
already accrued and which
be wants to do away with al-
together. On this matter I should
like to place before the Finance
Minister two considerationg which
be may take into account. This clause
can be made a perm'ssive clause.
There have been instances where pre-
ference shares were issued after the
ordinary shares were issued and the
managing agents have cornered these
shares and achieved control. On the
other hand, there have been rases
where preference shares have been
issued after ordinary shares and
trusteey have invested in these pre-
ference shares, because they natural-
iy felt thwt they were as safe as
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debentures. It would be most unfair
if we were to abolish these rights.
which have accrued.

Recent surveys which have been
made of the holdings of preference
shares by trustees have revealed the
fact that they hold quite a sizable
proportion of such securities. There-
fore, ! the present circumstances if
we did away with their rights this
would seriously affect the trustees
and others who have invested in these
on the basis of safe investment.

Shri C. D. Deshmukh: Does the hon.
Member mean that disproportionate
voting rights should be preserved?

Dr. Krishnaswami: [ do feel that

they ought to be preserved in certain
cases,
Shri C. C. Shah: I think he is re-
ferring to sub-clause (a) of clause 89:
he is opposing Mr. Morarka’s amend-
ment.

Dr. Erishnaswami: | am dealing
with dispioportionate  voting rights
also.

I feel that we ghould have dispropor-
tionate voting rights in the circum-
stances ruling in our country. 1 know
that the basie principle is that those
who have equal financial stake
should have equal voting rights. As a
principle it is excellent. But there are
reasons for suggesting that we should
have these disproportionate wvoting
rights. My hon. friend Mr. Bansal has
mdved an amendment which op
technical grounds has not been ad-
mitted. The amendment to clause
85 reads as follows:

“Provided that Government
shall have power to authorise the
issue of any other kind of share
capital in special circumstances
carrying special voting rights.”
Now, I should like to point out that

Government are going to promote-
many public companies. Supposing,
for instance, a group of foreign in-
vestors invest in a state enterprise a
large amount of capital. Would, it
not be advisable on grounds of na-
tional interest for the Government to
dave shares which carried disprapor-
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tionate voting rights so that they
might be able to exercise proper con-
trol over the company? It has to
be taken into account. Of course,
the Finance Minister might turn round
and suggest: “We can exempt public
companies * altogether from the pur-
view of the provisions of the com-
pany jaw and thus be in a position
to issue shares with disproportionate
rights.” This I do not think would be
a happy state of affairs and when
that clause pertaining to exemption
of nationalised companies comes up
1 shall have my say.

But apart from this consideration I
should like to point out that dispro-
portionate voting  rights, while in
certain cases have led to abuses,
have in many instances led to capital
development.

Shri C. C. Shah: May I point out 10
the hon. Member that under clause
87 there was such a power given tu
Government to exempt certain com-
panies from the operation of that
clause, but the Joint Committee
amended that power. I he will
see paragraph 42 of the Joint Com-
mittee’s report, he will find that
the joint Committee has said that there
ghould be an absolute prohibition and
that no power should be reserved to
the Government.

Shri U. M. Trivedi: 1f it was there.
it would have offended against the
Constitution. That is why it hag been
taken out.

Dr. Krishnaswami: It would not
bave offended against the Constitution
1 think the Joint Committee acted un-
wisely as they have done in several
jnstances in this Bill in having omitted
this salutary provision which was part
of the original Bill.

What 1 would like to point out is
that there are economic circumstances
which justify these disproportionate
voting rights being given. 1 think
while #a certain cases there have been
abuses in many other instances the
small nan, the man who is technically
efficient but with: relatively
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small  capital and who has
got disproportionate voting rights,
is in a better bargaining position re-
latively to others who are merely
ﬂn_mciars. What would happen ° is—
and this fact has to be taken into ac-
count—that certain companies which
have become prosperous might become
the happy hunting ground for speculs”
tors and financiers who tan in future
purchase a sizeable proportion of the
shares which will be on an equal
basis with those held by the technical
experts. In other words, it would be
easy for the monopolists to corner
shares and capture enterprises. Sup-
posing, for instance, there is an
efficient business. Let it be in any
area such as Maharashtra or Katnatak
or Tamil Nad. The man in charge or
men in charge have certain woting
rights and whether they are managing
agents or a director-controlled com-
pany,—we need not go into that as-
pect for the moment—they are able,
by a process of judicious manage-
ment, to run the company well and
the shares are quoted at a high price;
in future there will be no check
against outsiders coming in and buy-
ing shares of such companies to
obtain their control due to abolition
of disproportionate voting rights. If
we make the voting rights equal on
the principle of ‘equal stake, equal
vpting rights’. what would happen as
that there would be a cornering of
shares and some of these managements
which have built up their companies
through labour and industry would
find them slipping out of their hands.
1 do not think it is the purpose, either
of the Joint Committee or of the Fin-
ance Minister to promote such corner-
ing. In fact, the trend of discussions in
this House has been that we should,
as far as possible, prevent an increase
in monopoly, but by the abolition of
disproportionate voting rights, we are
likely to strengthen the hands of the
‘monopolists in many cases. This would
happen particularly in those areas and
in thosg newer industries where a
great deal of technical gkill and indus-
try have been spent in building them
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Only about two days ago, we discus-
sed possibilities of the Press being
controlled by those who have know-
ledge of the craft. I can well ima-
gine the constitution of companies
for starting newspapers in which
the editors and those who are crafts-
men are given disproportionate vot-
ing rights. This would by itself act
as salutary check on the financiers.
Hereafter, as a result of the aboli-
tion of disproportionate voting rights,
such companies cannot be found. So
far as Government are concerned,
the only way in which they can get
out of this awkward situation in
their dealings with foreign business-
men is to have the State sponsored
companies exampted from the provi-
sions of company law, but this
I do not think, is a salutary method,
I wish the Finance Minister would
reconsider these things and have dis-
proportionate voting rights in certain
cases.

Mr. Deputy-Speaker: What will
happen if the contrary is true?

Dr. Krishnaswami: That is why I
wm suggesting: let us have a permis-
sive clause. . Let there be discretionary
authority given to the Government. If
we accept the principle of unequal
voting rights in certain specified cases
and if the Government are given the

discretion to examine, I have no
objection,

Mr. Deputy-Speaker: It is only a
"saving clause.

Shri Bansal: My amendment is only
permissive.

Dr. Krishnaswami: Yes, the amend-
ment is only permissive. Shri Bansal's
amendment reads as follows:

“Provided that Government shall
have power to authorise the issuc
of any other kind of share capital
in special circumstances”

So, in special circumstances, Gov-
ernment can have-the power to autho-
rise the issue of such capital. The
circumstances in which they can use
their discretion can be put in the
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rulemaking powers. It would be
quite useful.

Mr. Deputy-Speaker: That is for
the future also?

Dr. Krishnaswami: Yes, also for the
future, I should wish this to be con-
sidered because it would be useful
from many points of view,

Shri C. D. Deshmukh: One diffi-
culty in dealing with this discussion
has been that in many cases hon.
Members have expressed wishes or
made suggestions which have not
taken a specific form or, if they have
taken that form, those amendments
have, for one reason or another,
either not been admitted or not been
moved. Now, at this stage, even if
one were inclined to think that
there was something in the argu-
ments, it is almost impossible to
suggest a suitable form of words....

Mr., Depaty-Speaker: Does the hon.
Minister mean that with respect to
any potice of amendments that might
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" have been given, Government is

willing to accept those amendments
and that there is a technical diffieul-
ty?

Shri C. D. Deshmnkh Now, that
position does not hold today, because
those amendments which were not
admitted yesterday have been admit-
ted today, but I refer particularly to
wishes or suggestions made by hon.
Members which have not taken the
form. of amendment at all. It really
seems to me to be fruMless at this
stage even to consider all those
matters.

Pandit Thakur Das Bhargava: With
due deference, 1 would very humbly
point out that this will not be the
right approach, In this House we
have been, even at the nick of the
moment, given amendments and they
have been accepted. -Even sug-
gestions from the Chair Wwithout any
specific amendment have been given
effect to. We are all here to see
that consideration is given to every-
thing.

. Deputy-Spesker: All that the
hon. Minister says is that even now
there is no amendment.
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Pandit Thakur Das Bhargava: He
ean draft an amendment ¥ he is
i

Shri C. D. Deshmukh: That is put-
ting too much of a burden on the
Minister in charge. I can say a small
word here and there, and it might
be possible, but 1 should imagine
that is an untidy procedure. I have
known many instances even in my
short parliamentary experience of
bad drafts having been accepted on
the spur of the moment and having
‘formed part of the laws passed by
us. So I think generally that unless
there is some kind of amendment ijt
i8 not easy to deal with those sug-
gestions. But so far as the particu-
lar suggestions made by the hon
Member, Pandit Thakur Das Bhar-
gava, are concerned, it is not even
in that form. I do not know how
to include that on the spur of the
moment here, in this particular sub-
clause,

Pandit Thakur Das Bhargava If the
bhon. Minister agrees, we can certain-
ly adiourn discussion on that parti-
cular issue if he is willing to consider
some amendment,

Shri C. D. Deshmukh: 1 do not
eonsider it as important as all that.
But as a matter of procedure, I think
& can be provided for by rules. I
have assured him that I shall take
unote of what he has said when the
rules are framed. It is a very simple
matter to say that certain represen-
tations have been received.

Pandit Thakur Das Bhargava: I do
not refer to my amendment alone.
Shri C. D. Deshmokh: I am speak-
ing with reference to his amendment,
Pandit Thakut Das Bhargava: If
ft is acceptable to him, he has the
means to adopt it

ShrlC.D.Mmﬂ;:Ihmmade
an exception.

Mr. Deputy-Speaker: The hon.
!inuteraaysthathewﬂlprmde!or
them in the rules
Bhﬁc.l).l)euhmnkh:lnregardto
that particular amendment, I see no

26 AUGUST 1955

. very much about it except

Companies Bill 11378
difficulty. Even if there is a sug-
gestion and even if we cannot do
by ad-
journing, I say that there is a way
out, and one could consider it when
rules are framed, That is the gener-
al observation I would like to make

In regard to clause 84, there is
some confusion, I think with res-
pect to the tax-free dividends. The
law by itself does not permit or does
not prohibit the issue of tax-free
dividends in regard to preference
shares or any other form of shares.
It only takes note of the fact that
certain dividends. may be tax-free.
Now, whether that is tax-free or not,
the question of its being tax-free
arises because we say it is a fixed
dividend. In trying to define a
preference share, we say ‘fixed divid-
end’, Now, where a dividend is
tax-free, the gross dividend really is
not a fixed quantity and it seems to
me that for that purpose, the law has °
said that whether it is taxed or
tax-free, it is only to define or to
enlarge the nmeaning of fixed
dividend. Therefore, it is not a subs-
tantive clause.

Secondly, I think the hon. Mem-
ber Shri Sadhan Gupta—I do not
know all their constituencies, but
when I once painstakingly use the
constituencies, other hon. Members
complain that they could not identify

Shri C. C, Shah: It is not possible
here.

. Deputy-Speaker: There are as
many as 500 constituencies.

Shri C. D. Deshmukh: Shri Sadhan
Gupta has said that this was unfair
on the small shareholder, because
apparently, somehow hé thought he
had to bear the burden of the tax
which would have to be paid by the
bigger shareholder, 1 believe that
he is not familiar with the way in
which this is calculated The sum
and substance of the situation is that
the company pays at a certain rate—
four annas—and then note ks takem
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of the fact that the pre-payment has
been made. Then, when a particu-
lar shareholder's income-tax is as-
sessed, when the probable income-
tax is assessed, note is taken of the
fact that a part of it has been pre-
paid by the company. It has no
other meaning. Indeed, in some
cases, where a man is entitled to a
refund, he obtains a refund. There-
fore, there is nothing of an enormity
in this matter. In other words,
really the term “tax free” is some-
what misleading. They are tax free
in other sense under the privilege
given by our law in regard to the
new companies when we say that
wor the first five years if the dividend
does-not exceed 6 per cent. then it
will be tax-free. That is a different
kind of tax-free exemption So far
as these dividends are concerned, J
have got a long note on it, but be-
cause I think most hon, Members
have followed the point, it is mnot
necessary to enlarge it. There is
oothing in thig particular point that
need alarm hon, Member.

2 M.

I now come to clause 85. That was
in connection with the question of
giving the power to Government to
have preference shares with either
disproportionate rights or any
other rights not given here, Much
may be said on both sides; whether
it would be advantageous at all de-
pends upon what sort of situation
one conjures for oneself. If one
thinks of the good and virtuous
man who has nursed and fostered
an industry, he feels very sorry for
him; the law ought to enable him
to continue his hold on the company
for the good of the company. But
there is no guarantee that that partl
cular virtuous man will keep his hold
when he
finds that the premium on the shares
is very high, he may be inclined to
sell it to someone who he thinks ks
more capable than himself, in which
case the whole scene will change and
then we shall be faced with all kinds
of abuses which we have been try-
ing to remove, Therefore, I think
that the Jeint Committee has done
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rightly in taking away this power,
because, as 1 said, the incidence of
malpractices that has come to ow
notice has been too large for us to
connive at it and in the beginning
at any rate, it is best to be severe.
If in the light of experience, we find
that the number of virtuous men in
the business world is increasing very
fast, as I hope it would be, then
it must be possible for us....

Shri K. K, Basu: It is a possibility.

Shri C. D. Deshmukh: Yes, it is a
possibility; the whole law is based on
that optimism.

Shri K, K. Basu: The definition
has been changed.

Shri C. D. Deshmukh:. . . .it may be
possible for us to consider the matter
and to see i, with the necessary
safeguards, we could restore some
sort of a clause like the one that
has been removed So much about
clause 85 and the amendments of
Shri Krishnaswami and Shri Bansal.

Then I come to clause 87, Here-
again, it is urged that so far as the
director -managed companies are con-

Shri Tulsidas (Mehsana—West):
That is on clause 89.

Shri C. D, Deshmuokh: That also
arises out of these disproportionate
rights and I may deal with it as
well now. The idea is that director-
managed companies are somehow
different from those managed by
managing agents. It is true, as I
said the other day, that one need not
take it as axiomatic that all abuses
that have come to notice are due to
the managing agents. In other words,
one does not know what would have
happened had all these companies
been managed by  directors for a
number of years so far as one's ex-
perience goes, it is the men who are
acting on these things that matter.
That is to say, by changing the sys-
tem, you are not going to change the
men who are playing & predominant
role in the world of business. It may be
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wat the managing agent of today
may be the tycoon, the forceful
director of tomorrow. Therefore,
one is somewhat conservative in try-
ing to give to director-managed com-
panies powers which we are not pre
pared to give to managing agents.
As you know, there is a saying in

Sanskrit :

AETGRAT ACAHATE FTTA_ |
s 77 afqewa g @

“It appears in the form of a
vortex or bubble or wave, but
it is water all the time.”

I am not quite sure if in this busi-
ness world also we are not dealing
with water all the time, whether i
is a vortex, or whether # is a bubble
or whether it is a wave. Here also,
a certain amount of caution i re
quired before we relax these condi-
tions for another system of manage-
‘ment. I think the hon. Member who
has made this suggestion believes in
it, that we are putting too many
restrictions on good people, because
some bad people have mismanaged
some companies. Although I have a
great deal of sympathy for him,
nevertheless, 1 feel fearful of accept-
ing the kind of amendments that he
has proposed.

Shri A. K. Gopalan
But no active assistance.

Shri C. D. Deshmukh: Yes, there
is a great deal of sympathy but no
active assistance. i

Shri Bansal: At the moment.

Shri C. D. Deshmukh: Yes, only at
the moment. ] am always prepared
to look at these things in the light
of experience.

Shri Tulsidas: Am 1 to take it
that thereby the hon. Minister feels
that in future # would be better to
have director ged panies, i
the system of managing agency is
not encouraged?

Shri C. D. Deshmukh: As T said
the other day, it is not possible to
predict the choices of people under
the uncerteinties which hang owver
them. In five years' time, I do not

(Cannanore):
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know what the composition of the
industrial world will be. It may be
that many managing agents may
liquidate themselves; many will turn
themselves into something else. 1
am quite certain that most of the
new companies which will be start-
ed will be director-managed com-
panies. As I said the other day, 1
know of a company which was float-
ed recently very successfully and
that has got a managing Agent. They
certainly have faith in themselves

_and in the future’

Shri Tulsidas: 1 have one other
point, As you kmow, the banking and
insurance companies were formerly
under the managing agency system;
they have reverted back by force to
the non-managing agency system and
there has not been so much progress.
There is a certain amount of evidence
for this.

Shri C. D. Deshmukh: In pno other
country in the world is banking se
rigorously regulated as in this
country. In other words, there i
nothing corresponding to the Reserve
Bank of India in other countries.
The Act concerning the banking
companies was passed in. 1849 and
sinpe then for the "last six years
and even before that, banking has
been very rigorously controlled.
There again, we cannot get experien-
ce unless we exercise most of these
powers that have been vested in us
for 2 number of years. Before that
1 cannot make a statement which
would either confirm or refute the
statement that the hon. Member has
made, As regards insurance com-
panies, I am not quite sure whether
they have given a good account of
themselves; so I would not make any
statement in this regard. Even after
the law has been passed, I am not
gatisfied that the last amendment
of the law has been successful from
that point of view. We are trying to
deal with many abuses in the insur-
ance world. .....

Mr. Deputy-Speaker: There is a
Board and a Controller. But he is a



11383 Companies Bill
young man and there is no such
institution like the Reserve Bank to
which .the Controller is responsible.

Shri C. D. Deshmukh: That may
be the reason. He is young in years.

Then I come to clause 88,

Shri Tulsidas: My amendment. to
clause 87 has not been replied to.

Shri C. D. Deshmukh: So far as
clause 87 is concerned, my reading
of the situation ig that the moment
you issue a share which has other
rights, which carry voting rights
which are disproportionate to rights
attaching to ordinary shares, any .
kind of voting rights or any kind of
other advantages as to dividend,
capital or otherwise, then it becomes
a preference share. In other words,
we have defined preference share in
such a way that any share of that
kind will become a preference share
as soon as it is issued, and then when
it becomes a preference share, under
clause 86 it will have only restricted
voting rights. Now, what I under-
stand the hon, Member wantg is that
it should be possible to issue shares
which are not preference shares in
the crdinary parlance and therefore
which should not be regarded as

. preference shares. They -should be
regarded as a  species of equity
shares and  therefore it should
not come within the mis-
chief of clause 8 in regard to
the limitation of voting rights. For
that matter, what was wanted was
not this amendment to clause 87
but a different definition of prefer-
ence shares. Now, that amendment
he has not given, and that illustra-
tes the difficulty to which I refer-
red in the beginning that hon. Mem-
bers sometimes have ' intentions or *
interpretations which are  not por-
trayed or reflected in the amend-
ments of which they have given
notice, and it is not possible at the
last minute to think of some suitable
form, because at least the Members
of the Jaint Committee will realise
that these clauses took us days
before we could settle on the defini-
tion of preference shares and deter-
mine on voting rights. And that is
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the reason why I am sorry I cannot
accept the amendment that is sug-
gested in regard. to clause 87,

Now I come to clause 88. In regard
to clause 88, the only point made
was that three years is too long a
period.

Mr. Deputy-Speaker: Reduced to one
year.

Shri C. D. Deshmukh: Now there
is a definite amendment, No. 453 by
Shri Gadgil. This period of three
years was put in the Bill when it
was framed originally. Already a
couple of years, I think, have passed
and the holders of these shares have
therefore, in effect, exercised the
rights which they would have exer-
cised had the law been passed then.
In other words, two years out of the
three have already passed and there-
fore they have had,the advantage of
exercising these rights, and I am
therefore inclined to accept the
amendment of Shri Gadgil that only
one more year would be sufficient.
I think it s well known that most
of these shares are really deferred
shares which have been kept by
people specifically for the purpose of
eontrol, and it is also common know-
ledge that this control has not al-
ways been exercised in a beneficent
kind of way. Therefore, I think
one year is a sufficiently long rope
for these voting rights, and that they
should go after one year from the
commencement of the Act.

11384

Shri C. C. Bhah: I may point out
that there will have to be a corres-
ponding amendment to line 8 in sub-
clause (3) in page 51.

Shri K. K, Basu: It has to be done.

Shri C, D. Deshmukh: That is
right. That will be a purely conse-
quential, almost drafting change.

Mr. Deputy-Speaker: Wherever
“three” occurs, substitute ‘‘one” in
that clause.

Shri C. D. Deshmukh: Then there
is another amendment to sub-clause
(2) of clause B3—amendment No. 394,
I accept the substance of this amend-
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ment in regard to the appointment
of directors. That is to say, you do
not allow them to exercise these
rights in regard to managing agents
and so on, but they might come by
the backdoor, so to speak by the
appointment of directors, and if one
has to be logical, then I think one
must agree that in the case of the
appointment of directors, also, they
will not exercise these disproportio-
nate voting rights. Now it is a matter
of only one year, it is not a matter
 of three wyears. but nevertheless I
think they should not. But so far as
the form of the amendment is con-
cerned, I would suggest this:

Page 50, line 43—

before the words “of a managing

agent”, insert the words “of a

director or”.

Shri K. E. Basa: Nomination o
appointment,

Shri C. D. Deshmukh: I think the
word “appointment” will cover that.

The Minister of Legal Affairs
(Shri Pataskar): “Appointment of
director” is the correct thing.

Shri C. D. Deshmukh: We have

got the green light from the Minis-
ter.

Shri K. K, Basu: He is more con-
cerned with affairs,

Shri Pataskar: It is all legal.

Shri C. D. Deshmukh: Again:

Page 50, line 45 — .

before the words “its managing

agent” insert the words *a

managing or whole-time director

thereof or”.

It effects the same change. If the
House will be pleased to accept this

amendment in this amended form, I

accept it.
Then we come to this important
1ssue of what one should do in

regard to existing preference shares
apart from thiz guestion of. dispro-
portionate voting right. I should

like to give a little more factual in-

formation here.
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There are preference shares which
seem to partake of the character of
both equity shares gnd preference
shares as we know them to mean in
common parlance. Here is one
company. The first preference shares
are entitled to a cumulative pre-
ference diidend at the rate of 4}
per cent. per annum- free of tax. The
B shares are entitled to 4} per cent
per annum free of tax after pay-

ment of the dividend to first pre-
ference shares. The participating
preference shares are entitled to a

fixed cumulative dividend at the
rate of 5 per cent. per annum free
of tax after payment of the above
dividends, and to a further share of
profit equal to 50 per cent. of the
profit remaining and available for
dividend, after payment of dividends
to preference shares ag indicated.
above, the ordinary shares being en-
titled to a share of the profit equal
to the balance of the 50 -per cent.
That is one case.

Then, in another case the pre-
ference shares are also entitled to
participate with ordmary and defer-
red shares in dividend up to 10
per cent. when declared in any year
but shall not have any right to
further profits.

Then, in the third case, the pre-
ferred ordinary shares shall carry
the right to receive out of the profits
available for dividend in each year
a fixed preferential dividend for such
vear at the rate of 5 per cent. per
annum and also the right to parti-
cipate in the surplus profits awvaila-
ble for dividend in such year rate-
ably with the ordinary shares in pro-
capital paid-up on
such shares whether preferred ordi-
nary or ordinary. There are many
cases, and I have called about four
here. The last one is the case of
preference shares which are entitled te
a fixed cumulative tax-free dividend
at 6 per cent, per anmum, and also tc
a right to an extra non-cumulative
dividend of 2 per cent. per annum
on such paid-up capital out of the
surplus profits, after paying dividend
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at 7 per cent. on the ordinary shares.
Bo, one does not know which is the
preference share, and which is the
ordinary equity share, There is one
more example. And that is that pre-
terence shares are entitled to a fixed
camulative preferential dividend of 5
per cent. per anrum, and after the
ordinary shares have been provided
with a similar dividend, to participate
in a further dividend of one per cent.
per annum rateably witn  ordinary
shares up to a maximum of 10 per
cent,

So, we do not really know what is
the distribution of these kinds of
shares, preference and equity as
we understood in the old days, or
preference and ‘equity as they would
be defined now. And it may be
that in some companies the import-
ant shares are really the preference
shares. Therefore, to say now that
the company, so far as the old com-
panies are concerned is owned by the
equity shareholders and not by the
preference shareholders may not be
correct. In the second place, as I said,
one does not know who is who, who
is a preference shareholder and who
15 an equity shareholder. That is the
principal reasom why ‘we ‘thought that
we should not grove in this dark in
regard to these 30,000 campanies, until
we have a very clear statistical pic-
ture, and even then until we can ana-
lyse the implications of it, we should
nat be justified in interfering with
existing rights of voting except dispro-
portionate voting rights which, we dre
convinced, are an abuse. Now, there-
fore what is the criterion? The criterion
is: After accepting the principle, has
one come across cases where abuse
is rampant? We know that so far as
disproportioniate shares are concern-
ed, abuse was rampant, and there-
tore we said, no matter what the rights
of parties might have been in
the past, we should not have dis-
propgrtionate shares. And indeed the
Joint Committee went 3o far as to
say, we shall not give power even to
the Central Government to make any
exemption in regard to this particular
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matter, because we feel very strongly.
Now, I have respect for that point of
view, and I have accepted it.

So far as the other rights are con-
cerned, I do not clearly see the justi-
fication for taking away their right to
speak -on other matlers if they have
equal ‘rights, and not only when their
dividends and other things are in jeo-
pardy. In the light of that, what Shri
Morarka said in his very able exposi-
tion of the case is really beside the
point. He has quoted Palmer, Gower,
Levy and Ballantine. All these worthy
gentlemen only prove the principle
which we have accepted, that in the
case of preference shares generally one
would find that they are fixed credi-
tors, so to speak. After 50 years of
conflicting rules in courts, one seemed
to have come to the conclusion that
they are fixed creditors, and there-
fore. thev should not have votes ex-
cept  whan their particular interests
are in jcopardy. Then, those condi-
tions are prescribed in clause 87 or
whatever it is. But that principle we
have also accepted. We say that so
far as preference shares in future are
concerned, that shall be the case.
Now, it does not involve any injustice
to anybody, because people will be
putting their money into these ven-
tures with their eyes open. But that
is no reason why we should interfere
with the somewhat inquiet state of
rights existing as between preference
shareholders and equity shareholders.
There is one very important difference
between the state of affairs there in
the countries to which these rulings
relate, and our country. Palmer,
Gower, Levy and Ballantine are
speaking of a state of affairs where
the law has not interfered in the
matter. What they are tracing is the
historical growth of the incidence of
voting rights as between preference.
shares and equity shares, What they
say in effect is that in the past, origi-
nally, it was customary to give voting
rights in the same way to the pre-
ference shareholders. as 1o equity share-
holders. Then, as traditions developed,
and rm:lings came from the courts, it
was realised that they were really
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more in the nature of fixed creditors,
and therefore, they should not have
those voting righw, because a greater
legree of freedom should be left to
the equity shareholders, who so to
speak had to pay the hazards of the
situation to make decisions. As I said,
that is a historical growth, but one
must remember that in these countries,
all these matters are ordered by the
provisions of the articles. [In other
words, if the articles say that the vot-
ing will be this way, then it will be
this way. Therefore, you will find in
an article belonging to 1910, there is
one kind oi arrangement; in another
article belonging to the year 1950, there
will be another arrangement, But
the law has not said that the arrange-
ment which existed according to the
articles in 1910 shall be changed so
as to bring it Mto line with those ir
1950: whereas, what is suggested here,
when we make a new law and when
we accept that principle which shall
affect all the existing powers of the
preference shareholders, is that that
seems without sufficient justification.
Therefore, I am unable to accept either
Shri Morarka's or any other argu-
ments or amendments im this parti-
cular sense. And I think that the
scheme which has been adopted by

the Joint Committee is the most equi- .

table in the circumstances. That is
as regards clause 89. |

Then, there was a small point about
the definition of ‘cumulative’ and so
on. Ag I said while moving my amend-
ments, we cannot really find a very
satisfactory definition, Our legal ad-
visers say that all these definitions
are not really satisfactory; and per-
haps they are unnecessary, and 1
fear that we shall have to leave the
thing as it is. I enquired whether a
definition of ‘cumulative preference
thares’ had been attempted in any
other law, either USA or UK and so
on. [ have not verifled it, but I have
been told that no such definition oc-
curs. M so, I think, like the ‘camel’
we better leave the ‘cumulative prefe-
rence shares’ undefined. When we
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see the ‘animal, we can at once recog-
nise it, but is very difficult o put a
definition of a camel into a statute.

I come next to clause 92, There is
the question of whether ‘may’ should
be ‘shall' and so on. But that is not
the only issue. 1 thought at first that
the issue raised was purely a matter
of drafting as to whether ‘may’ shall
be construed as ‘shall’. But what
Shr# Sadhan Gupta wants is that the
whole of the phrase ‘if so authorised
by 'its articles’ shall be omitted. In
other words, he thinks that the moment
a man pays more, then he should be
entitled to a larger dividend. And
there is history to this matter, In the
old days, on every share the same di-
vidend was paid, no * matter what a
man paid; in other words, it was in
the opposite sense of what has been
advocated by Shri Sadhan Gupta. For
a long time, that was regarded as the
natural thing to do. Then, the Eng-
lish law came to adopt this arrange-
ment, which we  have taken from
them, namely that only if so authoris-
ed by the articles they should be
paid., otherwise they need not be
paid. That is section 50 (3) of the
English Act.» And there #s a possibility
that this thing. might be misused.
People might deliberately put some
more money in, and ask the founders
and others to provide for it in the
articles, and then they might get
some kind of advantage, After all,
ag Shri C. C. Shah has pointed out, if
t!}e companies did not really ask for
the extra amount, then, only if there
is a previous agreement they need be
paid; otherwise, if it is made available
by the shareholders of their own e
cord, that is no reason by itself
why they should get additional divid-
end. I think it would be best to leave
the matter as it is. Therefore, I am
unable to accept amendment No, 448.

Shri K. K. Basu: That has not been
moved, because you did not waive
notice. .

Shri C. D. Deshmukh: Yes,
objection, ‘I take a note of it.

I took
1 forgot
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that it has not been accepted even in
today's paper.

Shri K. K. Basu: It is not in the list
of amendments moved.

Shri T. B, Vittal Rao: It is already
2-30 p.M,

Shri C. D. Deshmukh: So, one need
not take notice of what he has said,

Mr. Deputy-Speaker: How long is
the hon. Minister likely to take?

Shri C. D. Deshmukh: I have dealt
with most of the points except clause
110. In regard to clause 110 I think
1 have already dealt with the points
raised by Shri U. M. Trived¥ and my
point of view has been supported by
some Members including Shri K, K.
Basu. I do not really think that the
arrangement suggested by Shri Jhun-
jhunwala will serve any purpose, It is
obvious that he feels very strongly
about it and if his amendment is not
accepted then one would be inclined
to say: “Oh! the pity of it.” But, 1
have a good reason why I am not able
to accept it and that is that a period
of two months is required for the
company to make up its mind and some
period will be required for Govern-
ment to make up its mind. Since these
two parties will be involved in this
decision even under his scheme the
company is bound to take a little time
before it decides whether it will in
accordance with his policy accept the
transfer or not. When it goes to Gov-
ernment, then Government also will
take a little time. Therefore, I do
not think it # going to save time amd
it might only introduce this compli-
cation that Government would have
to act er-parte, in the first instance;
because, when a company goes to It
and says: ‘“We feel, in this case the
transfer should be refused” it wil
always have the good reason that it
is a bad man and that is all the evi-
dence that the Government will have
before it. Therefore, it seems to me
that nothing is te be gained by accept-
ing his amendment and we shall try
and secure, the point by having pro-
per rulées and perfecting the proce-
261 L.S.D.
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dure in thi#s matter, that we give as
quick a decision as possible, leaving
only the question of mala fides which
would be a very rare case {0 be de-
cided by the courts.

Sir, I think I have covered most of
the important points. There is only
one small amendment of Shri Tulsi-
das which [ am inclined to accept
and that is amendment number 188 to
clause 139. I think it is right that
when the registrar acts under 138 in.
stead of clause 137 the company would
nat kuow anything about it be-
cause no intimation has been received.
R is only in clause 137 that the com-
pany will say that satisfaction has
been given; but where a memorandum
of satisfaction has been recorded un-
der clause 138 the company may be
in entire ignorance of it. Therefore,
there is no question of “if so requir-
ed” and I think he is right in saying
that these words should not be there
and it should be an absolute duty
cast on the registrar to give a copy.
Therefore, I have great pleasure In
accepting his amendment number 188.

I have dealt with most of the points.

Mr. Deputy-Speaker: Now, I wil
put the clauses and the amendments
to the vote of the House. There are
no amendments to clauses 81 ,82 and
83.

The question is:

“That clauses 81 to 83 stand
part of the Bill"”

The motion was adopted.

Clauses 81 to 83 were added to the
Bill.

Mr. Deputy-Speaker: The guestion

is

Page 48, sub-clause (1) line 34
and lines 29 and 30—

in paragraph (b) after the

words “winding up”, in both the
places where they occur insert the
words “or repayment of capital”.

The motion was adopted.
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Mr. Depuly-Speaker: The question
s:
“That clause B84, as amended,
stand part of the BilL”
The motion was adopted.

Clause 84 as amended, was added
to the Bill.

Mr. Deputy-Speaker: The question
is:

“That clause 85, stand part
of the Bill.”
ne ey was 3 bord

* ‘Clause 85, was added to the Bill.

WMr. Deputy-Speaker: The gquestion
is:
Page 49—

In lines 13 and 14, for the words
“Sections 87 and 88" substitute the
words “Section 88",

The motion was

adopted.
kMt. Deputy-Speaker: The questijon

Page 49, line 28—

In the Explanation to sub-clause
(2) (a), bejore the work “reduction”
insert the words “repayment or”

The motion was adopted.

Mr. Deputy-Speaker: The question
is:
Sage 49-50—

for the existing Explanation 1 +to
sub-clause 2 (b), substitute the fol-
lowing:

“Explanation.—For the purposes
of this ciause, dividend shall be
decmed to be due on preference
shares in respect of any perjod
whether a dividend has been de-.
clared by the company on such
shares for such period or not—

(a) on the last day specified
for the payment of such dividend
tor such perfod, in 'the articles or
other instrument executed by the
company In that behalf: or
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(b) in case no day Is so specifi-
ed, on the day immediately fol-
lowing such period.”

The motion was

adopted.

Mr. Deputy-Speaker: The questiom
is.

Page 50, lines 4 to 11—

Omit Explanation II te clause 84
(2) (b).

The motion was adopted.

Mr. Deputy-Speaker: The Member
concerned has not stood up. So, the
other amendment I take it, is not pres-
sed. :

The question is:

“That clause 86, as
stand part of the Bill.”

amended,

The motion was adopted.

Clause 86, qs amended,* wvas added
to the Bill.

Mr. Deputy-Speaker: The gquestioa
is:

Page 50, lines 22 and 23—

Omit “or rights in the company
as to dividend, capital or otherwise”,

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 87 stand part of
the Bill.”

The motion was

adopted.
Clause 87 was added to the Bill.

Mr, Deputy-Speaker: There 18
amendment No. 394 to clause 88.

Shri C. C. Shah: Instead of amend-
ment No 394 the hon. Minister hab
moved another amendment.

Mr. Deputy-Speaker: It stands in
the name of Shri K. P. Tripathl

Shri C. D. Deshmukh; It was movw-
ed by Shri K. P. Tripathi. I am pre
pared to accept it if it is redrafted im
the way it has been given by me.

*In par. (c) of sub c'ause (2) of clause 86, ine 15, Tie figurcs and word <87 ani® wer:
omitced as pat.nt _rror ungd r th: direction of the Speuk T
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Mr. Deputy-Speaker: Why should
he not move it? Shri N. :"NN“:'*": 1 press my
. Shri K. P. Tripathi: 1 accept the - chdment No. 175.
alteration. Mr. Deputy-Speaker: What about
i 7
Mr. Deputy-Speaker: Who & to  'P¢ Pon- Minister?

move and who is to accept? Very
well. I will put the amended amend-
ment as moved by Shri K. P, Tripathi
and accepted by the Government.
The question is:
Page 50—
before the words “of a managing
agent” insert the words * of a direc-
dor or"
(ii) line 45—
before the words “its managing
agent” insert the words “a managing
or whole-time director thereof or".
The motion was adopted.
Mr, Depaty-Speaker: Then there is
amendment No. 453 in the name of
Shri Gadgil,

Dr, Krishnaswami: He is not here.

Mr. Deputy-Speaker: May not be
here; but the amendment is before the
House. The Hquse cannot make a
man a woman and a woman a man;
but these mafters of procedure can
always be waived. He need not be

here, .
The question is:
Page 50, line 32—
for “three years” substitute
“one year”.
The motion was adopted.
Mr, Deputy-Speaker: ' Amendment

No. 453 is carried and a consequen-
tial amendment is carried in similar
terms to sub-clause (3). '
There are no more amendments to
clause 88.
The question i
“That clause 88, as
stand part of the Bill"
Thg motion was adopted.
Clause 88, as amended, was added
to the Bill,

amended,

Shri C. D. Deshmukh: I am not ac-
cepting it,

Shri Tulsidas: I press amendment
No. 176,

Mr. Deputy-Speaker: The question
is:

Page 51—

omit lines 27 to 30.

The motion was negatived.
hﬂl'- Depaty-Speaker: The question
Page 51—

(i) line 32, after “company” add
“or”; and
(ii) after line 32, add:

“(c) apply to a public ormpany
or a subsidiary of a public com-
pany, which is not managed by a
managing agent or secretaries and
treasurers”.

The motion was negatived.

Mr. Deputy-Speaker: The other
amendment, I take it, is not passed.

The question is:

“That clause 89 stand part of
the Bill " .

~ The motion was adopted.
Clause 89 was added to the Bill.

Mr. 'Deputy-Speaker: There are no
amendments to clauses 90, 91 and 92.

The question is-

“That clauses 90 to 92 stand
part of the Bill"

The motion was adopted.

Clauses 90 to 92 were added to
the Bi!l.'
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An Hon. Member: We have got Pri-
vate Members' Business,

Mr. Deputy-Speaker: I will allow
some more time after five o'clock,

Shri U. M, Trivedl: | press amend-
ments Nos. 115 and 1186.

Mr. Deputy-Speaker: The question
is:

Page 52, line.32—

« add at the end “except the exer-
cise of the power under clause (e) of
sub-section (1)".

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 52—
omit lines 33 to 35,
The motion was negatived.

Mr. Deputy-Speaker: The gquestion
is:

“That clause 93 stand part of
the B#l”.
The motion was adopted,
Clause 93 was added to the Bill

Mr. Deputy-Speaker: There are no
amendments to clauses 94 to 109,

The question is:

“That clauses 94 to 109 stand
part of the Bill.”

TRe motion was adopted,

Clauses 94 to 109 were added to
the Bill

l{r.DmtySpnkar:Iwﬂ.lputthe
Government amendments to the wvote
of the House first.

The ql::estion is:
Page 59, sub-clause (1)—

in line 39, for “sections 107 and
109" substitute “sections 107, 108
and 108",
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is
Page 59, sub-clause (1)—
in line 40, after the words
“refuse to register the transfer of
insert the words “or the transmis-
sion by operation of law of the
right to,”
The motion was adopted,
Mr. Deputy-Speaker: The question
is: .
Page 59, sub-clause (2)—
in line 44, after the words “any
such transfer,” insert ‘“or trans-
mission of right”.
The motion was adopted,
Mr. Depyty-Speaker: The question
is:
Page 59, sub-clause (2)—
in line 45, after the words “the
instrument of transfer”, insert the
words “or the intimation of such
transmission, as the case may be,”.
The motion was adopted,
Mr. Deputy-Speaker: The question:
is: .
Page 59, sub-clause (2)—
in line 47, after the word “trans-
ferer” insert the words “or to the
person giving intimation of such
transmission, as the case may be”,
The motion was adopted.
Mr. Deputy-Speaker: The question.

Page 60, sub-clause (3)—

in line 5, ajfter the word “trans-
free” insert the words “or the per-
son who gave intimation of the
transmission by operation of law,
as the case may be,”.
The motion was adopted,

Mr. Deputy-Speaker: The question
:ls.

Page 80, sub-clause (3)—

in lines 8 and 10, after the word
“transfer” insert the words® “or
transmission”.
The motion was adopted.
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Mr. Deputy-Speaker: The question
is:
Page 60, sub-clause (4)—
in the 12, omit the words “by
the transferer or transferee”.

The motion was adopted.
Mr. Deputy-Speaker: The question
is:
Page 60, sub-clause (4)—
1n line 15, after the word “trans-

ter” omit the comma and insert
the words “"or transmission.”.

The motion was negatived.
Mr. Deputy-Speaker: The question *
is:
Page 60, sub-clause (5)—
in line 21, after the words “to
the company,’ insert “and also
to"”.
The motion was adopted.
Mr. Deputy-Speaker: The question
Is:
Page 60, sub-clause (5)—
in lines 21 and 22, after the
words "“transferer and the traps-
feree”, insert the words “or, as the’
case may require, to the person
giving intimation of the transmis-
sion by operation of law and the
previous owner, if any,”.

The motion was adopted.

Mr. Deputy-Speaker: The question
1s:

' Page 60, sub-clause (5)— '

in line - 24, after the word
transfer” insert the wards “or
transmission.”

The motion was adopted.

Mr. Deputy-Speaker: The question
is:
Page 60, new sub-clause (8)—

after sub-clause (7), add the follow-
ing sub-clause:
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“(3) In the case of a private
company which is not a subsidiary
of a public company,~where the
right to any shares or interest of
a member in, or debentures of, the
company, 1s transmitted by a sale
thereof held by a Couri or other
public authority, the provisions of
sub-sections (3) to (7) shall apply
as if the company were a public
company; provided that the Cen-
tral Government may, in lieu of an
order under sub-section (3), pass an
order directing the company to
register the transmission of the
right unless any membper Or Inem-
bers of the company specified in
the order acgquire the right afore-
said within such time as may be
allowed for the purpose by the
nrder, on payment to the purchaser
of the price paid by him therefor
or such other sum as the Central
Government may determine to be
a reasonable compensation for the
right in all the circumstances oI
the case™.

The motion was adopted.

Shri U. M. Trivedi:
amendment No. 117.

Shri Tulsidas: I press. amendments
Nos. 180, 181, 182 and 184.

Mr. Deputy-Speaker: The question

I press my

is
Page 59, line 47—
add at the end “and giving itf
reasons therefor”
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 60, line 7—
for “the Central Government
substitute “the High Court”.
The motion was negativeds
Mr. Deputy-Speaker: The question
is:
Page 60, lines 12 and 13—
for ‘the Central Government”

subsstitute “the High Court”.
Tne monon was negatived.
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Mr. Deputy-Speaker: The question
is:

Page 60, line 20—
for “the Central Government”
substiute “the High Court”,

The moti was tived

Mr. Deputy-Speaker: The question
Is:

Page 60, line 27—

for “the Central Government”
‘substitute “the High Court”,
The motion was negatived.

Mr. Depnty-Speaker: The other
amendments, I take it, are not pressed.
The question is:

“That clause 110, as amended,
stand part of the Bill”.

The motion was adopted.

Clause 110, as amended, twas
added to the Bill.

Mr. Deputy-Speaker: There is an
mendement to clause 112. Rut mo
one has stood up; it is not pressed. I
shall put clauses 111 to 138.

. The question is:
“That clauses 111 to 138 stand
part of the Bill”
The motion was adopted,

Clauses 111 to 138 were added to

the Bill.

Mr. Deputy-Speaker: Now, we come
to clause 139.

Shri Tulsidas; My amendment No.
188 is there.

Shri M. C. Shah: It has' been
accepted.
Mr. Deputy-Speaker; The questiom
is:
Page 71, line 30—
omit “if so requtred’f.
adopted.
Mr. Deputy-Speaker: The question

"The motion was

is
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“That clause 139, as amendeq,
stand part of the Bill.”

The motion was adopted,

Clause 139, as amended, was"
added to the Bill,

. Mr. Deputy-Speaker: The questiorr
is:

“That clauses 140 to 143 stand
part of the Bill"
The motion wes adopted.
Clauses 140 tp 143 were added to
" the Bill.

Mr. Deputy-Speaker: The question
=:

Page 73, after line 18—

insert the following paragraph
as a sub-paragraph of this clause

“Nothing contained in this see- .
tion shall be deemed to affect the
relalive .priorities as they existed
immediately before the com-
mencement of this Act, as between
charges on the same property”.

The motion was adopted.
Mr. Deputy-Speaker: The question
is:

“That clause 144, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 144, as amended, was add-
1 ed to the Bill.

COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS
THIRTY-FIFTH REPORT

Mr. Deputy-Speaker: We shall now
take up Private Members' business.

Shri Altekar (North Satara): I beg
to move:

“That this House agrees with
the Thirty-ifth Report of the
Committee on Private Members’
Bills and Resolutions presented to

the House on the 24th August,
1955."
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Discussion on the Resolution which
was moved by Shri A. K. Gopalan had
run for only one minute. Therefore,
the whole of the time allotted for it,
except one minute, is to run. Then
there will be a few minutes left. The
time allotted for the other Resolu-
tions is as stated in the Report. 1
rvequest that the House do accept it
1 also request that as about 20 minutes
have béen taken by Government busi-
ness, 20 minutes may be added to this<
business and we may continue till
5-20 p. today.

Mr. Deputy-Speaker: Motion moved:

“That this House agrees with
the Thirty-fifth Report of the
Committee on Private Members
Bills and Resolutions presented to
the House on the 24th August
1955."

Shri Ramachandra Reddi (Nellore):
The Resolution of Shri A. K. Gopa
lan's is u very important one and the
time of two hours allotted for it will
not be sufficient. As a matter of fact,
if there is an unsatisfactory and insuf-
ficient discussion in the House, it will
create a very wrong impression both
in the House and elsewhere. I would
therefore suggest that the time mignt
be extended by another two hours
go that more hon. Members may have
&an opportunity of participating in the
debate on this resolution.

Mr. Deputy-Speaker: It is true: but
there is a orocedure that is prescrib-
ed under the rules. The Mover makes
a motion and the usual practice is to
move an amendment to that. There
is no amendment that has been tubled
here today, But, however, is it the
desire of the House that the time
allotted to this resolution should be
extended?

Some Hom. Members: Yes.

Mr. Deputy-Speaker; Is it the desire
of all sections of the House?

Shri Altekar: I would like to know
extension of time for which resclu-
ton is being suggested.

-~
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Mr. Deputy-Speaker: First resolu-
tion.

Shri Altekar: That was accepted last
time by the House. The time now
allotted is for resolutions Nos. 2, 3
and 4. I think that has already been
accepted by the House and it cannot
be altered at this stage.

Mr. Deputy-Speaker: Then why did
the hon. Member refer to it here?

Shri Altekar: I referred to it only by
way of mentioning that time had been
allotted last iime.

Mr. Deputy-Speaker: Whatever
unnecessary thing that is stated brings
about some trouble and complication.
1 am afraid long ago the House accept.
ed two hours.

Shri K. K. Basu (Diamond Harbour):
Sir, this is a new motion.

Mr. Deputy-Speaker: He only refer-
red to it in his speech.

Shri K. K. Basn; The new motion
says that out of the two hours allot-
ted for this resolution, one hour and
fifiy-nine minutes are left. Neow, Mr,
Reddi wants to move an amendment
that it should be extended by two
hours more. I think it can be done
subject to the others agreeing to the
extension.

Shri Altekar: I have only stated by
way of information that last time
this resoludion was allotted two hours.
This is no new item.

Shri K. K Basu: The motion is to
accept the report. The report men-
tions that. Certamnly we can amend
that.

Shri Altekar: But time has already
been allotted.

Shri K K Basu: This is a part of
‘he motion that you have moved.

Pandit Thakur Das Bhargava (Gur-
gaon): Shri Altekar is perfectly right
mn his contention. The motion was
accepted by the House then. But, at
the same time, when even the origi-
nal motion is not there, It is within
the competence of the House and the
Chair to extend the time if it is found
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[Pandit Thakur Das Bhargava)

that the time is pot sufficient. What
is the bar to extend the time. At
any time the Chair can do it and the
House can do it.

Shri Ramachandra Reddi: It is in
the hands of the House and as such
the extension can be made. It is the
desire of the House.

Shri A, M. Thomas (Frnakulam):
When the discussion proceeds, if there
is any necessity we can do it.

Shri Mohiuddin (Hyderabad City):
In view of its importance, I d¢ sug-
gest that the time be extended.

‘Mr. Deputy-Speaker: So, the House
is in favour of suspending the rule
regarding notice for tabling the
amendment. The rule is suspended.

Now, Mr. Reddi wants an extension
of time by two hours; let us have half,
one hour.

Shri Raghubir Sahai (Etah Distt.—
North-East cum Budaun Distt.—East):
Sir, my resolution comes after that.

Mr. Deputy-Speaker: After the pre-
vious resolution, the hon. Member's
resolution will come up. There will
be in all three hours for this reso-
tution. Whep I called Mr." Gopalan
the other day, he had only one minute.
There will be full three hours today.
The hon. Mover will have 30 minutes
and the rest will have 20 minutes each.
The hon. Member will have the right
of reply.

So, the question is:

“That this House agrees with the
Thirty-fifth Report of the Com-
_mittee on Private Members’ Bills
and Resolutions presented to the
House on the 24th August. 1955,
subject to the modification that
the time allotted for the discus-
sion of the Resolution regarding
State monopoly of foreign trade
be increased by one hour.”

The motion was adopted.

—
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RESOLUTION RE STATE MONO-
POLY OF FOREIGN TRADE—Contd

Shri A. K Gopalan
Sir, my resolution is.........

Shri Raghubir Sahai (Etah Distt.—
North-East cum Budaun Distt.-East):
On a point of order, Sir. It is that
when last time the report of the Com-
mittee was accepted, Shri Gupalan's
resolution was given two hours. He
has already taken ane minute and
there is a balance of one hour and 59
minutes left. The next resolution in
order was mine, on community pro-
jects. In the last meeting of the
Committee it was allotted 2 hours and
15 minutes. So, I expected that after
Shri Gopalan's resolution had been
finished my resolution would be auto-
matically taken up. Unforiunately or
fortunately 20 minutes more have been
taken up by the Companies Bill. I
thought that 20 minutes would be
extended today and after Shri Gopa-
lan's resolution my resolution would
be taken up. I feel it would be pro-
per it the former allotment of time
is stuck to and I am also accommo-
dated.

Mr. Deputy-Speaker: Unfortunate-
ly, the House does not agree with the
hon. Member: that is my difficulty.
Shri Gopalan.

Shri A. K. Gopalan: My resolution
is:

“This House is of opinion that
in order to implement successful-
i1y the Second Five Year Plan,
Government should immediately
enforce State monopoly of foreign
trade in commodities like jule.

- hides and skins, coconut, pepper,

tea, cotton, rubber, manganese,
mica, coal and other metallic
ores.”

A State Trading Committee was
appointed in 1950 and it submitted its
report. But that Committee did not
discuss this question in the context of
planning. But today evervthing and
especially a vital subject like the form

’,
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of trade should be discussed in the
context of planning. It should also be
judged in the light of its conformity
with the objective of the State, name-
ly, the socialistic pattern of society.

S0, the question is, ‘Is the present
form of foreign trade compatible with
planning?’. No, not at all. Prime
Minister Nehru spoke of capturing
strategic heights in the interest of
development. He was perfectly cor-
rect. We do believe that without cap-
turing the strategic or ' commanding
heights as you like to call them, you
eagnnot embark upon planning; let
:alone achieving success in it.

[PaNprT THAKUR Das BHARCAVA in the
Chair)

This foreign trade is a very vital
strategic height and without captum
ing it, the talk of controlling the
plains, that is, controlling the economy
is just moonshine. Unless the State
stakes over foreign trade (both export
and import) at least in some major
activities here and now any plan is
foredoomed.

In planning, we formulate a pro-
.gramme of production and develop-
‘ment for five years, calculate the
-resources for the development, try to
-check up every year whether the par-
ticular year’s part of the plan has
been done. But. what do we find if
we leave the foreign trade entirely or
‘mostly in the hands of private traders?

‘We find that due to the manoceuvres
‘of the private exporting flrms. many
of which have international ramifica-
tions, the prices of our export goods
fluctuate violently. Sometimes, there
is a heavy buying pressure (when they
try to corner the stocks); at other
times there is abstention from buying
or heavy selling pressure—when they
want to depress our prices. This Is
speculation pure and simple and both
the foreign and Indian merchant capi-
tal engaged in foreign trade has dege-
nerated to this level.

In 1951, some well-known firms.
expecting the continuation of the
Korean war, purchased huge quanti-
‘ties of oil-seeds, ground-nut and other
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export goods, but in 1952 seeing the
continued negotiations for truce,
released the stocks on the market for
sale. This caused a depression of
prices of these goods. In 1953, another
well-known European firm cornered
stocks of pepper and then released
them for sale thus bringing about
a shanp in the prices. Such activities
exercise a. very unsettling effect on
our economy. They affect our produc-
tion programme and negates planning.
There can be no gquestion of a steady
improvement in production and
employment under the circumstances.

3 rmMm.

We also find that these private trad-
ing firms keep you bound to the tra-
ditional channels of trade and expose
our export goods to boom and slump
alternatively. As a result of this, there
are violent fluctuations in the prices
of these goods. In-1952 tea prices
slumped heavily then in 1954 there was
a boom unprecedented in the history
of that commodity. As far as jute is
concerned, in 1950, there was a boom
and in 1952 there was a slump in the
price. As a result of this boom and
this slump, what happens is that some-
times the factories or mines or plan-
tations worked to' their full capacity.
Sometimes they closed the factories.
Thus trade fluctuation upsets cur pro-
duction programme and introduces
chaos in the economy. This is just
the opposite of planning. It may be
argued that the factors operating in
the overseas markets sre beyond the
control of our traders and any way
our export goods have to face this
boom or slump. There is no escape
from it even if the trade is taken over
by the State. I do not think it is
correct.

Firstly, the advantage in the State
taking over the trade is that with the
help of its trade offices in various
other countries, it will quickly and
at a much lower cost, be able to nego-
tiate for the disposal of our products.

Secondly, the most important factor
is that the State can enter into long-
term commadity arrangement with
other countries, which the nrivate
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trading firms cannot. For example, in
1954, there was a glut in tobacco. The
Government concluded a trade agree-
ment with China; according to which
China agreed to purchase our tobacco.
There was an easing of the situation
in that commodity. But our tubacco
traders were not able to promise whe-
ther they would be able to give them
tobacco every year of the same gua-
lity and in the same manner. As far
gs China is concerned, they have got
a planned economy. It plans its pro-
duction and exports and imports, It
cannot-depend on the whims and fan-
cies of our traders, who always wait
for g higher price. So, they have
either to step up production in their
own country or enter into an agree-
ment with other countries frem whom
they will get the things. Such kind
of things would not happen if the
foreign irade in tobacco is in the
hands of the State. The essential dis-
tinction between the trade in private
hands and the trade in the hands of
the State is this. If the trade is in the
hands of the State, it will always look
for the long-term interest of the coun-
try, and if the trade is in the hands
of the priyate traders, they will only
look for profits. That is the first
difference.

The United Nations appointed a
number of committees 10 look into the
various aspects of commodity trade
and economic development, relative
prices of exports and imports in
under-developed countries and also
instability in export markets of vnder-
developed countries, and also to recom-
mend measures for international eco-
nomic stability. Each one of these
committees was of the ovinion that in
order to prevent the fluctuations of
export prices, international commodity
agreements shouid be concluded. But
up till now no such agreement has
been concluded. America as the
teading capitalist country in the
world, was eager only to get through
some t in commodities in
which they had some special interests.
Her interests were to sell wheat at a
high orice and also to get things like
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manganese which she wanted to buy
at a low price. The failure of the
International Materials Conferencer
showed the necessity that unless there
is a long-term agreement, import and
exports cannot be successful. The
long-term commbodity arrangement
cannot materialise without the State
taking over the trade as has been
proved in the case of tobacco which I
explained now. All this happens as a
result of leaving the trade in the hands
of private traders. Therefore, my first
point is that the State must take over
the export and import trade at least
in the major commodities in order to:
overcome the fluctuations in our
export prices and also to conclude
long-term commodity arrangements
with other countries and to provide
stability in our economy.

The second point is that the State-
must take over the foreign trade in
the major commodities in order to
augment our financial resources for the-
Plan itself. The Plan-frame has estl-
mated a fall of Rs. 2,400 crores and it
has proposed to raise Rs. 800 crores
by way of taxation and Rs. 400 crores
by securing foreign assistance. This
gap can be narrowed if the State takes
over the export-import trade.

The third point is that taking over
export and import trade—from 1950 to
1955 there has been violent fluctua-
tion in the prices—will stop lhe vio-
lent fluctuation of prices and thus pre-
vent the depression of the peasant’'s
income. According to Dr. P. I
Thomas's article in a paper, owing o
the fluctuation in prices .in pepper,
cashewnut and other things in Tra-
vancore-Cochin, about Rs. 60 crores of
national income has been reduced in
the last one year. In a way, it affects
the peasant’s income as well as the
economy of the country.

The most distressing festure of our
foreign trade is its dependence on
Anglo-American market. It is not that
we do not want cur country to trade
with Britain and America. What we
want is to shed once for all its depend-
ence on one type of market and that
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too only in these two countries. It is
true that of late there have been some
attempts for diversification of our
trade, but it has not been successful
because there are some big defects in
the system of our trade. What are the
defects? d

The defect lies in that our traders
try to sell our goods in Britain and
America first, and when they under-
stand that they cannot dispose of their
stocks there anc the stocks become
unsaleable, they look for other mar-
kets, which is contrary to planning.
This can happen because we have
allowed the British trading firms in
India, financed by the Exchange Banks,
to be in a dominant position in our
foreign trade.

Again the defect lies in that the
fraders whom we call established
importers are those very people who
before 1947 used to trade almcst «xclu-
sively with Britain. Thevy have better
links with the exporting firms in Bri-
tain and then ir. America, and it is
very difficult for other couniries to
get into this chain and have import
and export trade, no matter wheiher
it is capital goods or consumer goods.
Unless the State takes over the fore-
ign trade, the others cannot get inside.
What happens, therefore, as a result of
these practices of our private. traders
is that those countries from whom we
generally do not import cannct pur-
chase our goods, however much we
would like them to purchase. because
they do not want to go off the balance
in’ payment position.

Now comes the profit. It has beep
non-officially estimated that the export
and import trade yields to our trading
firms an annual profit of Rs. 128
erores. I do not know 1 hether this
figure is correct. It is for the Ministry
of Commerce to say whether it is cor-
rect. Unfortunately, the Ministry does
not want to divulge the names of the
trading houses and the prefit they
make. I say this because through the
Research Section of Parllament we
wanted to get the figure and the names
of big trading houses that make the
profits, but we were told that they had
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no access to it, and it is for the Min-
istry of Commerce to give the figure
if they like. That is the reason why
we are not able to say exacily what.
the protits are and which are thz mam
Importing trading houses that have
got ihese profits. I shall request the
hon. Minister, when he gets up to give-
the reply, to give us an idea of thix
Bgure, because it is very important fer
os 10 know about the profits and the
major houses that get these profits..
Anyhow, we have reasun ‘o bélieve
that the sum of about Rs. 125 crores
Is a possible amount, because the-
exports are valued at absut Rs. 6ue
erores and the imports are valued at
about Rs. 600 crores. . On a modest
talculation of ten per cent profit, it
comes to Rs. 120 crores. TIhis is for
the entire foreign trade

Shri A. M. Thomas ' Ermakulam):
Does the hon. Memper want to take-
over only the foreign trade?

Shri A. K. Gopalan: No.

It can be only the commodities
which I have explained: they give
Rs. 100 crores a year. For five vears-
we get about Rs. 500 crores if we take
the export-import trade. You said
that the resources for the Serond Five
Year Plan should be augmented and
propose to have taxes on the commo-
dities, especially the commodities for-

. the consumption of the pcor peopie.

I is fraught with dangerous runse-
quences. We will have 10 find out
other ways. Taxation on essentia}
commodities will not only deprive our
common pecple of the beneflis of the.
Plan but will make them bitter czainst.
the Government. That is the reason
why it is the duty of the Governmemt
to see that all the resources are pro-
perly tapped. They should take over
the monopoly of foreign trade at least
in the commodities that we suggested
so that there may not he the possibility
of taxation on essential commedities.

Government need not have any fear
in this respect because as far as State
trading is concerned, the¢ Committee
on State Trading in page 18 of their
report says:
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“Strict control of foreign trade
is coming into vogue all over the
world to an increasing extent.”

The Committee admitted that  this
control in their regimentation is not
designed merely to deal with the tem-
porary difficulties createl by the
balance of payments problems. A'pur-
posive direction of foreign irade with
a view to promoting the best utilisa-
tion of the available resources has
become the key note of economi~ policy
in many countries. In countries like
the U.8.S.R., Czechoslovakia and other
European countries and in China also,
foreign trade 'is contrclled mainly
through State controlled agencies.
Besides the capitalist countries alsc
have in emergencies taken to State
trading. The United :lingicm Com-
mercial Corporation in PBritain, the
Wheat Boards in Australia and Canada,
Commodity Trading Corporation and
Reconstruction Finance Corporation
in America, the LAP.I in Argeniine
are all instances of State trading by
capitalist countries. Therefore by no
giretch of imagination can it he ccn-
ceived as a totalitarian measure. The
argument that our resort to State trad-
ing will be looked upon wilh disfavour
by some other countries to our detri-
ment is noi also correzt because in
most of the countries they have taken
¢p State trading in many commedities
ir: times of emergency ard at cther
times also.

I now want to point out about each
cf the commodities aand how those
com.aodities’ expérts had been mainly
irn the hands of Britain and America.
Take the case of manganese. There
was a sharp decline in price in 1454
and the price came down from Rs. 150
tc Rs. 70. Hundreds of mines in M.P.,
Bihar and Orissa were closed because
the * prices were very low. These
could happen because of our depend-
erce on the UK. and American mar-
ket. Fifty per cent. of the total export
is taken by America due 1o the st.ck-
piling for preparation for war. Later
en It was dQue to the Korean war.
Inere was a very big boom ir our
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manganese industry due ‘o these and
Government also got heavy duties.
There are a few big steel co-operatives
in the U.S.A. which together control-
led 42 per cent. of the net invest-
ments in the U.S. steel industry and
they are now busy exploiting manga-
nese deposits in Brazil and this was
the factor responsible for the slump
and also for the slackening of demand
by America. We have reason to
believe that if Government negotiates
with other West European countries,
they will be found agreeable to pur-
rhase mangamese on the basis of a
long-term commodity agreement.

The second commodity is mica. The
disastrous slump in the production and
export of mica began from 1951. It
continued uptill 1953 middle of June
and then the prices came down by
sixty per cent. India holds a mono-
poly of the mineral, producing about
80 per cent. of the total world output.
We almost entirely depend upon the
American market which takes nearly
65 per cent. Next comes UK. and

- then France. These foreign monopo-

lies have taken full advantage of our
helplessness and dictate the price
they want to pay to us. They have
their own purchasing agencies here
which fully utilise the competition
among .the Indian mica producers
who are exporting individually and
thus they force down the prices. This
also shows that if we bhad taken up
ithe trade in these commodities, It
would have brought revenue to the
State and provided security of emplor-
ment for lakhs of workers.

The third commedity is tobacco.
British Tobacco Manufacturing Com-
pany, Imperial Tobacco Company of
India and its main tobacco leaf agency.
Indian Leaf Tobacco Development Com-
pany has been dominating the tobacco
trade and making crores of rupees.
Here are the figures according to thelr
reports. In 1950, the net profits were
Rs. 90 lakhs; in 1951, 164 lakhs; m
1982, 238 lakhs, in 1953, 56 lakhs and
in 1954, 155 lakhs. This is as far =
the tobacco trade is concermed
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We want to nationalise the export
trade of groundnut because it will
yield not only revenue to the State but
we can prevent depression of the
income of the peasant. In answer to
the question in the Lok Sabha it has
been revealed that in July 1955 that
the prices of groundnut oil-cake varied

tween Rs. 160 and Rs. 165 per ton
in the market here but the prices
were Rs. 507-520 per ton in the London
market. This shows what enormous
profits are reaped by the East Asiatic
Company, Volkart Brothers and the
Rallies.

Then comes shellac. Since the begin-
ning of 1952, and throughout the
year 1953, our shellac industry
and trade passed through a severe
crisis. Shellac prices fell in 1952 by
about 70 per cent. of those prevailing
in 1951 because we are almost com-
pletely dependent on Anglo American
markets. The United States buys more
than 50 per cent. and the United King-
dom, 25 per cent.

The position is the same with re-
gard to jute also. I do not want to go
into the details for want of time. T
only want to point out the fluctuation
in the prices as in the case of all the
other commodities during the years
1951 to 1954. The lowest price for
pepper in 1951 was Rs. 508 and the
highest price in 1955 is Rs. 207. As
tar as coconut oil is concerned, the
lowest price in 1941 was Rs. 21 and the
highest price in 1955 is Rs. 21. So far
as groundnut oil is concerned, the
lowest price in 1951 is Rs. 68 whereas
the highest price in 1955 is Rs. 45.
With regard to copraocil the lowest
price in 1951 was Rs. 423 and the
highest price in 1955 is Rs. 370.

Shri Mohiuddin (Hyderabad City):
How is it possible? The hon. Mem-
ber is quoting the lowest figure for
the highest price and the highest
figure for the lowest price.

-Shri A. K. Gopalan: There are two
things. They are: the lowest price in
1951 and the highest price in 1955. I
wanted to show the fluctuation in
prices. Rs. 508 was the lowest price
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in 1951 but in 1955 the highest price
was Rs. 207. I wanted to show that the
lowest price in 1951 was twice as much
as the highest price now or the present

114?16-—

price is just half of what it was in

1851. I think you have understood it.

So, I move that this resolution may
be accepted because it will do good
to the economy of the country as there
must not be violent fluctuations of the

prices. This will help ue to have a-

stable economy and we will also be
able to get crores of rupees for the:
development of our country.

Mr. Chairman: Reszolution moved:

“This House is of opinion that
in order to implement successful-
ly the Second Five Year Plan Gov-
ernment should immediately en-
force State monopoly of foreign
trade in commodities like jute,
hides and skins, coconut, pepper,
tea, cotton, rubber, manganese,
mica, coal and other metallic
orea.”

Shri Ramachandra Reddi (Nellore):
beg to move: ’

That in the Resolution, for the
word “enforce” substitute “appoint
a small expert Committee to report
on the question of”.

Shri V. P. Nayar (Chirayinkil): 1
beg to move:

That in the Resolution after the
word “rubber” insert “cashew-
nuts, lemon-grass-oil, ginger”

Shri Bogawat (Ahmednagar South):

I beg to move:

-

‘That at the end of the Resolu-
tion, the following be added:

“as well as oilseeds”.

Shri Siyvamurthi Swami (Kushtagi):
I beg to move:

That at the end of the Resolution,
the following be added:

“This House is further of opinion
that an Expert Committee should
be appointed to examine the ques-
tion of State monopoly of foreign
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trade of our country in respect
‘of all such other commodities
which will conduce to increase our
navional reserves”.

Mr. Chairman: Amendments moved:

That in the Resoution, for the
‘word “enforce” substitute “ap-
point a small expert Committee
to report on the question of”,

That in the Resolution after the
“rubber™ insert “cashew-nuts,
lemon-grass-oil, ginger”.

That at the end of the Resolu-
tion, the following be added:

“as well as oil seeds”

That at the end of the Resolution,
the following be added:

“This House is further of
opinion that an Expert Committee
should be appointed to examine
the question of State monopoly
of foreign trade of our country
in respect of all such other com-
modities which will conduce to
JIncrease our national reserves”.

Shri Raghuramaiah (Tenali): I have
‘also a little soft corner for State trad-
ing but that does not mean that I am
supporting Shri Gopalan’s resolution.
He seems to have a much wider corner.

Shri K. K. Basu (Diamond Harbour):
You do not want to be in good com-
pany?

Shri Raghuramaiah: Good or bad, I
will go some distance with him but 1
cannot go with him all the distance.

Shri Punnoose (Alleppey): So, for
some distance we will carry you.

Shri Raghuramaiah: But, I am glad
4o see a change-over in him. He has
been very solicitous to ensure sufficient
finance for the success of the Second
.Five Year Plan. It is a significant
change-over from the previous hang-
over and if I make a few remarks it is
with the same consideration that all of
us want the Five Year Plan to succeed.
‘We all want money for that. But, the
question- is: how to get that money?
The question is: wherefrom we will
get that money and whether the method
suggested by Shri A. K. Gopalan is the
right method? Trading is not talking.
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It is not a joke. It requires specula-
tion; it requires contacts and it re=-
quires a certain sense of taking .risks.
As pointed out by Shri A. K. Gopalan
himself, prices vary. A'commodity
which today sells at Rs. 10 may sell to-
morrow at Rs. 20. Who is to take the
risk? Supposing * the Government
buys a commodity and the market
slumps and there is loss, what will
happen? I know we have got the Pub-
lic Accounts Committee. We have
also got hon. Members in this House
who will try to tear the whole transac-
tion to pieces. That is good. We
ought to be vigilant. But, then, are
we prepared to take risks in respect of
every commodity. State trading is not
a new thing. It is not a mere imagina-
tive piece of Shri A. K. Gopalan. It
has been there already. A Committee
was appointed in 1950, a reference to
which has been made by Shri AL K.
Gopalan himself.

Shri A, ‘M. Thomas: The Com-
mittee was appointed in 1949.

Shri Raghuramaiah: I am thank-
ful to the hon. Member for the corree-
tion; but, anyhow, it examined the
whole question more elaborately and
in full details. That Committee seems
to have recommended a very restric-
ted scope for State trading con-
fining it, in the first instance, pure-
ly to import and export business and
only in certain commodities like
cotton and so on. But, on the whole,
it does not seem to have encouraged
State trading on a wide basis—not, at

" any rate for revenue purposes. Re-

férence has been made to cotton. In
England the Government tried State
trading in raw cotton. I am told that
their experience was not very happy.
They had to modify it considerably.
Later on, I understand that they were
faced with the problem of wrong
stocks pdrchased at wrong prices.
Therefore, they had to modify their
policy. :

Even in our country we have had
some experience of trading in food-
grains. I have got here a pamphlet
with me—I am not prepared to ac-
cept the figures given here as com-
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pletely correct, as this has been sup-
plied by a non-official agency and I
speak subject to correction—which
indicates the enormity of the loss
which we have incurred. Of course,
doss in  this case may be justified.
Anything is justifiable when com-
pared to the prospect of starvation
which we were faved with. Certainly
the Government had the primary
responsibility of keeping up stocks
and, may be, in that we have had
to incur certain losses. The figures
supplied by this Employers’ Associa-
tion, Calcutta—as I said I do not quote
ft with authority or authenticity—
show that in 1944-47 alone there was
a loss of Rs. 78 crores and so om—it
gives the figures year by year—and in
a period of less than two decades it
gives out that we have incurred a loss
of Rs. 277 crores. Whatever be the
justification, in the case of rice we
recently imported from Burma we
suffered a loss. I think it is a well-
known fact that it was more a politi-
cal deal than a commercial deal. Are
we prepared to allow all this loss?
Why is that? It is because trading
‘implies taking risks. Are we prepar-
<ed to take risks?

Shri A. K. Gopalan has given some
figures which go to show that in cer-
tain commodities, at the present
moment, we are making a lot of profit.
In case Government steps in directly
or indulges in that business through
State Corporation, are we prepared to
allow Government the same profit that
we are now having? How many times
Members have asked Government in
this House in regard to rice: what is
the procurement price; what is the im-
port price and what is the margin of
profit that Government is taking and
s0 on. In the case of jute, during the
control days, when 5 per cent. -was
allowed to merchants, did not many
Members in this House question as to
why we should allow 5 per cent? Will
not Shri A. K. Gopalan himself come
forward tomorrow as the mythological
champion of the poor and question:
why is Government making. 10 per
cent. profit? It should have given it
at much less profit to the poor con-
sumer in the country.
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Shri T. B. Vittal Rao (Khammam):

We will not say that. What has that
to _do here?

Shri Bogawal:
many times.

Shri Raghuramaiah: I should like
to believe what you say and live to
see whether you practice it then, but
I know that we ourselves would not

He has said it so

Shri A. K. Gopalan: Let it be only
1 per cent. or 4 per cent. Let Gov-
ernment have that.

Shri Raghuramaiah: Shri Gopalan is
agreeable to give the Government }
per cent. but the gquestion is that we
ourselves would not like Government
to make profit when it is a question
of supplying the consumer with a com-
modity at a price at which the Gov-
ernment gets it.

Then there is also this aspect. He
himself has said so many times—and
s0 many Members have been very en-
thusiastic about it—that he wants
our unemployment problem to be
solved. Whenever it is a question of
nationalisation in industry they raise
a hue and cry, but I do hope that
Shri A. K. Gopalan has also in mind
the repercussions of a measure of this
nature on unemployment. I do not have
the figures here which show to what
extent there will be unemployment,
but I am sure he will agree with me
that there will be enormous un-
employment. The entire middle-class
trading community—lakhs and lakhs
of people who are employed in those
concerns will have to go without job
when state undertakes trading. The
State can carry on with a hundred peo-
ple whereas a private trading concern
will have 50,000 or 60,000 people em-
ployved. (Interruption) My friends
need not be so very bitter because,
as I said, I am coming, in a way, to
support them to a certain extent. If
only they have a little more patience—
I know I am asking too much of them
—they will appreciate what I say.

I am against indiscriminate State
trading in respect of every commodity
irrespective of circumstances. I am
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against State trading in commodities
especially with countries where there
is freedom of trade and where there
are - absolutely no monopolies. In
that case it is impossible for us to
have monopoly here. If our object
is to get goods at as cheap a price as
possible and to sell them at as costly
a price as possible, that cannot be
done by leaving it to a Government
department. however  erudite it
might be, 1 know. in one case where
a commodity could have been got for
Rs. 11 a unit, some officer did not
know it and he okayed it for
Rs. 17-8-0 per unit. He was only
bargaining for a reduction of -/8/-
annas. I do not blame the Govern-
ment for that. Government have not
got the machinery for State trading.
They have not got the equipment for
it and the personnel for it. That is
not a function of the Government.

But, in one respect, out of my ex-
perience in tobacco, I would strongly
commend State trading there. There
may be a few other things of which
I may not be personally aware. Gov-
ernment might be able to take up
trade in those cases also. My consi-
derations are these: the Commerce
Ministry was good enough to send a
teamn to Chijna, and I happened to be
on that delegation.

Shri T. B. Vittal Rao: You were the
leader of the delegation?

Shri Raghuramaiah: I wanted to be
a little modest. I thank you for having
mentioned it in the House., I was the
leader of the term. I might tell my
hon. friends that due to my efforts,
particularly the virginia growers have
got a crore of rupees. 1 may also say
that the people have appreciated the
effort made by the Commerce Ministry
so much—I am not disclosing a
secret when I say that they wanted
to raise a statue for the Minister of
Commerce and Industry., Shri T. T.
Krishnamachari.

Shri D. C. Sharma (Hoshiarpur): If
it is so, we will also subseribe to it.

Shri Raghuramaiah: 1 may also
disclose a further secret, if I may,
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that Shri T. T. Krishnamachari, in
his usual modesty, has refused.any
statute being raised for him. Any-
how, it happened this way. About
three years ago, the export market for
tobacco completely thinned out. There
were stocks running to the value of
some crores of rupees particularly in
the Andhra area which produces the

.vast bulk of virginia tobacco. There

was a terrific economic collapse in the
country-side. The whole economy of
the people was disturbed. Of course it
gave good grounds for my friends on
the other side to exploit. It was a very
unfortunate situation. The Com-
mer® Ministry took up the guestion.
As 1 said, they sent a delegation to
China. During the negotiations, I
came to know—and these are very
important points which I would like
the hon. Members to remember—
that a few traders, behind the back of
the Government, behind my back,
were actually cabling to the Chinese
Government offering the commodity
at two or two and a half annas a
pound, when I was quoting the same
at four annas. This kind of in-
discriminate competition among our
people, because there is freedom of
trade, did a terrible havoc. In the
last deal which the Chinese were
negotiating, 1 know, as a matter of
fact, the Chinese were willing to ac-
cept a certain grade at four annas a
pound. While the negotiations were
still going on, the same thing hap-
pened; the representative of China
went directly into the Guntur market
and got an offer for three annas one
pie per pound and they, concluded
the deal. It was very unfortunate.
Not only in China but in some other
countries also, even democratic coun-
tries, tobacco has become a State
monopoly. Japan is one of them.
The entire trade of tobacco there is
n the hands of the State as a mono-
poly. The same is the case in
Tnailand. In the Communist ooun-
tries and in most of the East Euro-
pean countries, the entire buying and
selling -of tobacco is completely in
governmental hands. We are at a dis-
advantage whenever we deal with
totalitarian countries or with other
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countries, so far as the tobacco is con-
cerned, where it is a monopoly in the
hands of the Government—we are at
a terrific ‘disadvantage, because on
our side our trade is in the hands of
two or three thousand people cutting
each other's prices and wmecidentally
cutting each other’s throats also.
Therefore, I would suggest that in
such cases, that is, where the trade
so far as other countries are concern-
ed, is in the hands of a monopoly
association—whether it be the Siate
or semi-official organisation—we must
also have a proper organisation in this
«ountry. It may be a governmental
body or a semi-governmental body.
As T said, the tobacco deal was a very
successful deal and I would like to
compliment again the Commerce and
Industry Ministry in having effected
that deal. I would, therefore, say
that while I am opposing this resolu-
tion. while I am against indiscrimi-
nate State trading, in cases where the
trade is in the hands of monopolists in
other countries, we should have in
this country an organisation, whether
it is a govermental body or semi-gov-
ernmental body. In fact, one of the
recommendations which the delegation,
of which I had the honour to be the
leader, made was that in the case of
tobacco, the trade in this country
should be entirely in the hands of
a body in which the growers also
should have their representation. I
would strongly urge upon the Gov-
ernment that they should keep that
aspect in mind, and at the same time
avoid indiscriminate state trading.
While, therefore. I am opposing the
resolution, I would commend these
few considerations of mine to Govern-
ment

Shri G. D. Somani (Naguar-Pali):
1 would like to make a few obser-
vations Tegarding the irhplications of
the resolution which has just been
moved by my hon. friend Shri A. K.
Gopalan. It was all richt when we had
those control days and when competi-
tion was not there and when, in certain
fields State trading was resorted to.
But, if we will look into the results
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of the State trading of that period, we
will know how risky and dangerous
it was for the State to trade. Certain-
ly now, in the times of competition,
my friend Shri Gopalan says that State
trading will help the resources for the
second Five Year Plan, but I think
the result may be quite otherwise. The
State might be left in a position in
which it will be very difficult to get
along. Not only will it not benefit
the community at large but there may
be complete chaos and mess in so
many directions.
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As the circumstances stand to day,
we are all aware of the expansion of the
public sector in so many directions,
and we have got in the public sector
so much tasks to be performed and
the Government's hands are already
full with them. We have the pro-
gramme of an ambitious expansion of
industrialisation in the public sector
like the three huge steel plants and
various other projects with which the
State is already engaged in a manner
which clearly indicates that there is
a complete lack of administrative and
technical personnel of the calibre
which will be able to execute the
jobs in the jmanner in which they
should be executed. That being the
case, I think, to advocate at this stage
for any action on the part of the State
to resort to State trading will be only
inviting repercussions of a nature
which we should certainly avoid.

I have got before me a booklet
issued by the Employers’ Association
of Calcutta, wherein they have analys-
ed and reviewed State trading in
Indja from the period 1943-44 to 1953-
54. That covers a period of ten years
when there was scarcity of foodgrains
and there were heavy imports from
foreign countries. That association
has analysed the various aspects of
jmports and distribution and has
given facts and figares in this
booklet which should really show the
dangers of State trading, the desirthi-_
lity for which my hon. friend Shri
Gopalan had just now been indicating.
The final pesition, as shown by that
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booklet, taking into consideration the
Burma deal which alone could be said
4o be responsible for a loss of over
Rs. 30 crores on the basis of the for-
mula indicated earlier on account of
the fall in prices, not to speak of
damage to other classes of trade—the
final position shows that State trading
in a decade has cost the community
as much as Rs. 277 crores. The book-
let says that no account is taken here
of the possible savings of Rs. 140
crores that might have been obtained
through a more careful purchase
policy in respect of imported food-
grains. They have gone into the details
of the imports and distribution and
how they were handled by the various
State Governments. State trading was
resorted to at a time when there was
an acute shortage of foodgrains and
when it was absolutely easy to regu-
late the trading in a manner which
would have brought benefit to the
community at large and which would
not have shown the results which this
booklet has analysed from the various
facts and figures which have been
disclosed by the committee which
went into this question of State trad-
ing.

This is the conclusion of the analysis

“It will, therefore, be readily
realised that the results of state
trading in food have been very
discouraging and that available
resources have not been properly
utilised. The consumer cannot
claim that he was supplied with
good quality foodgrains at favour~
able prices. The Central Govern-~
ment cannot claim that they pur-
chased foodgrains in foreign coun-
tries at favourable rates. The
State Governments cannot claim
that they procured the maximum
'quantities possible and un -
sary imports were avoided. Such
is the sad experience. How can
it be contended that an extension
of state trading will help the Gov-
ernment to raise additional re-
sources, in the shape of profits,
for the prosecution of the second
Five Year Plan?”
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This is the analysis on a proper
study of facts and figures of state trad-
ing on a very vast scale in foodgrains
and under circumstances which were
favourable. Now, if we talk of state
trading at a period when there is
such huge competition, I am pertfectly
certain in my mind that the implica-
tions of this policy will be highly
detrimental to our national economy.
I have got some experience about this
bulk purchase system which we had
in the textile industry for the pur-
chase of cotton. This system worked
all right so long as there was an
acute shortage and so long as mills
could not procure there cotton from
any other source?

Shri V. P. Nayar: Was it purchas-
€d on the basis of gquotas fixed by
Government? .

Shri G. D. Somani: Yes, these pur-
chases used to be handled on a Gov-
ernment to Government basis and the
various mills used to enter into com-
mitments with the Textile Com-
missioners on the basis of a certain
quota which was fixed for these mills.
Ultimately in the last year it meant
heavy losses for the mills and the
Government found that this system
could no longer be continued; perhaps
if the system had been continued, it
would have resulted in great harm to
the industry and to the country im
general. What I want to submit is
that it is all right when there is any
acute shortage in a certain sector or
a certain community; even then it
would be desirable only for a limited
period. But in conditions of free
competition, it will be almost an 1m-
possible task for any State trading
organisation to efficiently and eco-
nomically handle the export and im-
port trade of the country. This is
a very highly specialised job, and
when my friend talks about the wio=
lent fluctuations, he easily forgets that
it 'is not under the control of the-
importing and exporting countries to-
regulate the prices. In imports and
exports, it is the world trade which
functions. The prices fluctuate due to
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conditions which prevail in the.world
market and it is certainly not within
the jurisdiction of any individual
country to regulate the prices of com-
modities, which are governed by
international factors. I am aware of
the export and import trade of cer-
tain commodities and I can say with
personal. knowledge that it will be
doing a great harm to our export
and import trade if the export
and import houses which have been
in this line for a number of years are
going to be abolished. If those who
have got a specialised knowledge and
experience of that trade are going to
be ousted and if the State is going to
take upon itself the responsibility
which it cannot discharge efficiently in
view of the lack of personnel and
various other factors, it will do great
harm to the country. I respectfully
submit that this resclution has come
really at an inopportune moment. On
the one hand the State has got upon
itself such heavy responsibilities for
which even named they are feeling the
lack of personnel. Whatever res-
ponsibilities are placed on the State for
fulfilment of the second Five Year
Plan, they are finding it very diffi-
cult to discharge efficiently. There-
fore, it is not proper to contemplate
making an encroachment in the field
of the private sector, in a field in
which they are discharging their res-
ponsibilities in a manner which can-
not. by any stretch of imagination, be
regarded a= detrimental to the natio-
nal economy. I therefore plead with
all the earnestness that I can com-
mand that there is absolutely no
circumstance in the country at present
to warrant any encroachment in the
field of the private sector by resorting
to State trading, because the results
would be disastrous. The study about
State trading in foodgrains has dis-
closed that. although that study has
been taken for a period when there
was an acute scarcity of foodgrains.
1 am also reminded of another ins-
tance when the Government of Indid
imported some cloth from Japan.

That was also in a period when there

was acute scarcity of cloth and the
rost to our exchequer was also very
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heavy. If this had been the result of
State trading in various times and if,
even in periods of acute shortage the
Central Government or the agency
which handed that State trading
could not properly discharge its res-
ponsibilities to complete satisfaction,
then it clearly follows that there is
absolutely no justification for enter-
taining the hope that any extension
of State trading at present will lead
to any beneficial results. This is a
period of growing competition in the
international markets. Every market
is trying to become self-sufficient. It
is in this period of growing competi-
tion that full support and encourage-
ment should be given to those who
have been in the trade and who know
the technique of the trade and also
the various other factors which
govern the regulation of that trade.
Therefore, this policy is fraught with
dangerous consequences and I res-
pectfully submit that before any such
proposal is entertained, the Govern-
ment should take into consideration
the serious repercussions which the
implementation of this policy will

involve.
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Shri A. M. Thomas: This question
of State trading was being considered
from time to time even before the
Committee to go intg this question
was appointed in 1949. In this matter,
as in other things, the party in power
does not adopt a doctrinaire approach.
But one has to decide each case on its
merits. In the draft plan, frame that we
have got. at page 9, there is this very

significant statement:

“The public sector must be ex-
tended rapidly and relatively
faster, than the private sector
for a steady advance to a socialis-
tic pattern of economy: In order
to make available large capital
resources for investment and
national development and to facili--
tate the implementation of the
Plan, Government will be prepar-
ed to enter into such activities
as banking, insurance, foreign
trade or internal trade is selected
commodities.”
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The memorandum submitted by the
panel of economishs also. more or
less echoes this suggestion that has
been put forward by Professor
Mahalnobis. The subject is of some
immediate interest so far as I am
concerned or rather my State is con-
cerned, because from a report :ated
August 13, in the Hindu, I find that
Mr. Panampalli Govinda Menon, Chief
Minister, stated in Trivandrum that
bhe had submitted a proposal to the
Union Government for the establish-
ment of a State trading corporation
in Travancore-Cochin for the export
of the State’s marketable agricultural
and commercial products. . Refer-
ring to that proposal, he has also
said:

“The Corporation would be run
in co-operation with the Govern-
ment of Madras and the Union
Government. There would be a
price stabilisation fund in order to
prevent wide ' price fluctuations
which would detrimentally affect
the cult‘vators and the producers
of the State.”

Since this resolution is being dis-
cussed when this matter is pending
before the Commerce and Industries
Ministry, I would like to know from
the hon. Minister what his reactions
are to this proposal. 1 will later on
also come to this matter. Firstof all
let me make my position clear that
1 cannot subscribe to the resolution
of Shri Gopalan as it stands.

You will find that we have got a
democratic State functioning here. It
is all right to advocate state trading
under a totalitarian regime as in
Russia or in China. Even in China,
where state trading has been adopt-
ed, you will find from the report of
the work of the Government submit-
ted by Chou En-lai Prime Minister
in 1954—it ig a remarkable document:

« “Our State trading departments
have not yet been able. however,
to cope entirely with this wvast
change in the home market, As
a result they have been often
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unable to aviod being placed in
a passive position. This difficulty
in our trade administration and
other drawbacks of our trading
establishments such as the failure
to make a thorough study of sup-
ply and demand or the incurring
of inflated administrative ex-
penses must be swiftly eliminat-
. ed”

It this is the picture of the depart- .
ment of state trading that they have
in China. I would respectfully ask’
whether our administrative machinery
ean cope with the task that has been
just advocated by my friend Shri
Gopalan.

This morning we heard from the
Commerce and Industry Minister—
and he was perfectly frank when he
said it—tkat he cannot say whether
he wnuld be able to get the necessary
personnel for the three steel plants
to achieve the targets with regard to
steel production. So that it is a
matter of personnel also, and if that
is the case, I do not know whether
we should make any violent depar-
ture in the pattern of our trade that
we have at present.

The argument has been put for-
ward that the extra profits derived
from state trading can be got by the
State and enormous resources will be
thereby obtained for financing the
second Five Year Plan. We have
just now seen from the figures read
out by Shri Gopalan that the prives
of these commodities for which he
wants state trading fluctuate in a
violent fashion, and I would azk
whether that is not an argument
against State trading.

Shri V. P. Nayar: Certainly not.

Shri A. M. Thomas: We are dealing
with the moriey of the poor tax-payers,
and as such if the State incurs a
loss or if the State takes a risk, the
result will be that the tax-payer will
have to suffer thereby. If money is
the consideration, we are adopting
necessary methods in case of excess
profits obtained by private industria-
lists and private dealers by resorting
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to export duties as well as import
duties to mop up the profits for the
State, ,So that I do not think the
argument for state trading can be
based mainly on the ground of get-
ting the necessary resources for the
next Five Year Plan.

I would ask the hon. House to con-
sider certain aspects of our trade.
We are just now dealing mostly with
countries where there is free trade

Jand where there is no state trading.
In the Committee report that my
friend as well as Shri Raghuram.iah
referred to, you will find at page 21
the figures quoted, which relate io the
year 1948-49. The Hgures are very
revealing. You will. ind that out of
the total foreign trade that we have
trade with Soviet Russia, Czechosla-
vakia, China and Argentina is only
4'1 per cent; and with the other coun-
tries. namely United Kingdom, other
Commonwealth countries” including
Pakistan, the US.A. etc, it comes to
91-6 per cent. If this is the picture of
trade that we have at present, can
we afford to make a violent departure
in its normal course? If the State
steps in what will be the repercus-
sions which it would create in the
matter of our exchange earnings, I
do not think that we can at all risk
in this matter.

We may also have to consider the
aspect just now pointed out by Shri
Somani, namely that these traders
have got long-established contacts in
those places with which we have
about B0 per cent. of our trade. We
have also to take into consideration
the psychology of the foreign buyers
when the State steps in, in the matter
of foreign trade.

The second thing that we have to
consider is that in none of these items
pointed out by Shri Gopalan we have
got a monopoly. It would not be ad-
visible for a State like ours wherein
mixed economy has been accepted, to
step in to trade in a commodity for
which we have not got a monopoly.
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‘We have also to consider -the fact
which I menticned in the beginning,
namely that we have got a democratie
State. It is all right to adopt these
methods in a State where there is

complete regimentation.
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I do not want to take the time aof
the House going through the wvarious
items that have been mentioned by
my friend. I would in this connec-
tion refer to the Report of the Taxa-
tion Enquiry Commission also. The
Taxation Enquiry Commission, as we
know, has been wvery progressive In
its report and it has placed before it-
self a socialistic pattern of society and
increased State enterprise.  After
mentioning the recommendations of
the State Trading Committee, the
Taxation Enquiry Commission say on

page 208;

“We think that no spectacular
results, purely from the point of
view of revenue, may be expected
from State trading over a short-
period. State trading requires
personnel with specialised experi-
ence of business and raises the
question of the adeguacy of the
governmental machinery at pre-
sent for the task. Also the best
time to extend State trading would
be when prices are generally on
the upgrade; the present, there-
fore, does not seem to be an op- .
portune time for a wider incur-
sion into this field. Altogether,
the immediate scope for increas-
ing nom-tax revenue by enlarging
State activity in the sphere of
foreign trade seems to be limited,
at any rate, for the time being.

Another aspect of State trading
relates to the domestic economy:
in India, the- most notable ins-
tances of this has been State trad-
ing in foodgrains during and
after the War years. This as well
as other civil supplies schemes
have been concerned with regu-
lated provision of certain essential
articles in a period of relative
scarcity and were generally eon-
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ducted on a ‘no profit no loss
basis over a period, apart from
the (substantial) subsidies direct-
ly provided in the budgets of
Central and State Governments.
Such schemes, in their nature,
were temporary. State trading,
internally, could also be considar-
ed as an aspect of what have
been termed fiscal monopolies.”

4 PM.

So, in a matter ke this, we have
to take each case and examine it on
its own merits.

With regard to the articles men-
tioned by my friend, let us take for
instance, the question of jute. With
regard to jute, when it was a seller's

market, so to say, Government did -

think at that time that it ~was not

feasible to enter into that fleld. If

that was the position then, today our
position is no better. 'We have to
compete in this field and we had
even to reduce the export duties with
a view to keeping up our foreign
markets. When ‘that is the position,
it may not be advisable to adopt
State trading in this particular article.

In the one or two minutes more
that I have got, I would like to deal
with certain articles for which Gov-
ernment may consider the advisability
of State trading or the State stepping
in one form or other. 1 refer to
some of the important articles of my
State, namely lemon-grass oil, cashew.
ginger, pepper etc.

Shri Punnoose: But then you sup-
port Shri Raghuramaiah also.

Shri A. M. Thomas: With regard
to these articles, there are certain
advantages which may be taken into
consideration by the hon. Minister
when he considers the suggestion that
has been put forward by the Chief
Minister of Travancore-Cochin. The
advantages are as follows. The pro-
ducing areas of these cash crops are
not far-flung. They are located in
Travancore-Cochin and the Malabar
district of Madras. And Cochin is
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the principal market for these Com-
modities. Secondly, organisatiod and
control for the marketing of these
articles will also be easy, because
only two States have to be dealt
with namely the States of Travan-
core-Cochin as well as Madras. Be-
sides, there is another advantage with
regard to these commodities. There
are well-known trade agencies which
can easily be fitted in into the State
pattern and converted into State
agencies. It will also be found that
in the case of spices, there are
well-known organisations even in
America with whom the State
can easily deal. In spite of the
wide fluctuation in demand as
well as price, still we have got, s0 to
say, a substantial monopoly with re-
gard to these articles, Government
have appointed an export promotion
council for these articles. Moreover
it has in view several quality control
measures for the grading and stand-
ardisation of products, all of which
will prepare the field for the State
stepping in. Another point which has
to be borne in mind with regard to
these articles is that these are
articles which are not subject to easy
decay,

8hri V. P. Nayar: Will the minerals
also decay?

Shri A. M. Thomas: These are all
the advantages tn be considered,
while considering the questiua in what
form or to what extent State trading
can be done in articles like pepper
ginger, lemon-grass oil, cashew, etc,

With regard to cashew, there is un-
doubtedly a case for State trading, be-
cause we have practically got a mono-
poly of the cashew kernel trade. At
the same time, we do not have an
adequate supply of raw nuts, and
therefore, we have to depend on Im-
ports. As will be recalled, several
questions have been asked in this
House about the vagaries of the im-
porters and sp on. So, this will be a
fit case where the State can step in

"both in the realm of import as well

ag in the realm of export.
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Bhri L. N. Mishra (Darbhanga cum
Bhagalpur): At the outset, T would
likelv to thank my hon. friend Shn
A. K. Gopalan, because through his
Tesolution, he has given a chance to
this House to discuss an important
subjest like State trading. I feel that
this subject has been treated in a per-
functory manner so long, and Parlia-
ment has not an opportunity so far to
consider it fully. In the First Five
Year Plan, State trading could not get
its due place. In the Second Five
Year Plan,-it may get some place, be-
cause I find that there are some indi-
cations in that direction. For inst-
ance, T find Professor Mahalanobis
talking of State trading to get some
resources, and the plan-frame for the
Serond Five Year Plan also makes a
mention of it. I hope therefore that
due consideration will be shocwn to
this question of State trading.

I am not one of those who believe
"in dogmas, but I feel that there are
subjects where one can be dogmatic
also. State trading in chosen articles
may, 1 feel, create an atmosphere
which may provide some opportuni-
ties to the people, especially the agri-
culturists, and make them feel ’that
some justice is being done to their
case.

A little while ago, I heard my hon.
friend Shri A. M. Thomas talking
against State trading in a cuommedity
like jute. I might say here that I
have been demanding State trading in
jute for the last three years in this
House. Year before last, the hon.
Minister of Commerre and Industry
stated that he had no difference with
me 50 far as State trading in jute
was concerned, but his only anxiety
was about personnel and risks. I
admit that there Is want of perzonnel;
I admit that there is 3 certain amount
of risk, and there is a 50 t> 60 per
cent. chance of incurring lusses also.
But I want to ask, what about your
other State undertakirgs. T nal op-
portunity to go through the reports
of some of these State underiakings,
and I may say that except some of
the undertakings run by the Ministry
of Railways and the Ministry of Com-
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munications, most of the other under-
takings are giving loss to the State.
What about the Machine ‘lool Fac-
tory? And what about the Nahan
Foundry and the Hindustan Ship-
yard? We have incurred Ilosses on
these undertakings. We have enter-
ed intp contracts with foreign firms
and those contracts have not been
fulfilled; thus, money from the public
exchequer has been wasted in many
State undertakings. Now, should all
these undertakings be closed down
because they are incurring a luss?
Are we going to narrow dnwn the
public sector by closing them down?
We are not. On the other hand, we
are talking of expanding the scope
of the public sector. In fact, if we
believe in a socialistic pattern of
society, we cannot run away from
this. We have to have State trading,
and we have to increase the activities
of the State even when I take it for
granted that there will be loss, there
will be risks, and there will be want
of personnel. But I can say that
there are men jn the pervices, who
are inferior to no businessmen. We
have just to give them some power.
At present, because of lack of alde-
quate power, they lack initiative,
they have not got confidence in them-
selves, and they cannot tale imme-
diate and quick decisions. We have
to give them powers, so that they
may have the initiative and alsn they
may take immediate and quick deci-
sions. I do not say that State trading
should be resorted to in indiserimina-
tely in all articles. I only say that in
at least certain chosen articles. State
trading should be attempted. State
trading is not something which Is an
anathema to us. We had State trad-
ing in certain articles, as frr instance,
foodgrains We have State trading
in steel today. We have State trad-
ing in fertilisers, and also in a certain
amount of imported cotton from East
Africa and Sudan. I was glad to hear
from the hon. Minister that the ex-
perience of State trading in these
articles has been satisfactory. If that
be so0, then what is the renson for
shelving this question of Siate trad-

ing?
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Many hon. Members have referred
to the Report of  the Committee on
State Trading, I have glso read that
report, and I may say, with all res-
pect to the members of that commit-
tee, that that report is very much
discouraging for anyone who has
thought about this question. It
Parliament feels that that committee
was right, and that the opinion ex-
pressed by that committee on State
trading is final, then there is nothing
to say. But I feel that we should
think over the question fully.

About six months back, the hon.
Minister of Commerce and Indusiry
had told us that some official com-
mittee had been appointed o examine
this question of State trading. I want
to know what their recommendation
has been. We have to think over the
fact that we cannot do without State
trading.

So far as jute is concerned the Houge
knows it has a romance of its own. It
has undergene very many changes
its life. Sometime, it gets a boom,
and sometime, there is slump. But
if we examine the question, we shall
find that most of the time, its position
has been affected by a fall in foreign
demand or an increase in foreign
demand. The exporters in the jute
trade have exploited the situation. We
had a good foreign market. But in
1951-52, there was a setback and we
lost our foreign markets. These ex-
porters, in pursuit of their profit
motive, charged unreasonable prices,
and we lost our foreign markets. We
lost our markets in Argentina, USA.,
the Middle East and other countries.
What was the price of Jute? It was
Rs. 10, 11, 13, 14, like that—an un-
economic price. It goes to the credit
of the Ministry that it took some
steps. It persuaded people to send
some delegations. Some de!egatiops'
were sent. There was a recovery in
the market. Today the market is
somewhat reasonable and satisfactory.
If we want to maintain this market.
we have to see that the old story is not
repeated, that these exporterr do mot
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exploit the position, that these ex-
porters do not export according to their
will only. You know that the foreign
purchasers want stabilisation in the
price of jute. There has been no
stabilisation in the price of jute. We
can guarantee stabilisation only ¥ we
bave some control over the price of
jute. We know that 75 per cent of the
jute industry is in the hands of not
more than 12 managing houses. These
managing houses have entered into
direct export trade also. Not only
that; they have rescrted to retail pur-
chases also in the secondary and pri-
mary markets. Mcst of ‘hese people
have their own purchasirg centres.
They are making purchases from the
growers; they are manufacturing the
goods and they are exporting the
goods. So the whole monopolistic con-
trol over this industry is held by
them. The result is that the State bas
little control. It is true that we used
to get some export duty which added
to our revenue. But the position is
not gatisfactory. During the ‘Korean
war boom dsys, there wis some talk
of having State trading in jute. But
the idea was dropped. I feel that if
we had adopted this idea of State
trading in jute in those days we
would not only have intercepted the
huge profits earned by these export-
ers, but we would also have gained
something for the State exchequer.

11438

But we did not do that. I feel that we

committed a grave blunder in those
days by not doing it, and we are reap-
ing the consequences of that mistahg
now. Therefore, we should have
State trading in certain articles at
least. Tcday, the position of tea is
very good. We have got a boom. Peo-
ple say there is competition, the
charaeter of the market has changed;
therfore, there is no use having State
trading. We missed a great opportu-
nity by no! having State trading in
Jute. Why not we have State trading
in tea today? As far as jute is con-
cerned, even today we can have State
trading. That will give us a chance
to try the policy of State trading.
It does not matter if we incur some
loss. In this subject, some loss should
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be no consideration. There are intersts
which are going about with propa-
ganda to the eflect that State trading
15 not advésable. Many of the Mem-
bers might have seen a booklet pub-
lished by the Calcutta Employers'
Association entitled State Trading in
Foodgrains, They have tried to show
how the State has incurred a loss by
resorting to the policy of State trading
in foodgrains. Yes, we have lost.
But do you know what the conse-
quences would have been if there had
been no State trading in foodgrains?
There would have been a second ‘Ben-
gal famine’ in the country. These
private interests would then have
earned enormous profit at the expense
of the people, and the people would
have suffered. The country had a
serious food problem, and the State
was right in having a policy of State
trading in food. Therefore, we should
not get discouraged by theoretical
suggestions of the character put for-
ward by these interests, and give up
the idea of State trading.

Shri A. M. Thomas bad said some-
thing about a State trading corpora-
tion run by the Travancore-Cochin
State or Madras. I also feel that at
the central level, there should be a
State trading corporation. It should
examine the position of all the com-
modities with which we deal. We
can have State trading not only at
the import and export level, but also
at the internal level. So far as the
agricultural raw - materials are con-
cerned, the agriculturists are depriv-
ed of their due share. There is no
fair relation between the prices of
manufactured goods and agricultural
raw materials. A reasonable price
has been denied to the agriculturists.
Therefore, if a State trading corpora-
tion # created, it may look not only
after import and export trade but
after the internal trade also. The
corporation may be given adequate
powers and adequate personnel. If
we want to have private individuals
for this purpose. let us employ people
from the private interests also, if
they can serve the country. Because
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of the risk of Joss or want of per-
sonnel, we cannot give up the idea
of State trading. I believe that mere
State trading may not give us any
finance to finance the Second Five
Year Plaa, but I feel State trading
can give us some resources for eco-
nowmic development and more of capi-
tal investment. That would also
end the monopolistic and quasi- mcno-

polistic control by private interests.

A week ago we were discussing the
Press Commission’s recommendations.
They have suggested the formation
of a State trading corporation for
newsprint. [ know newsprint is an
article which is very much exploitea.
The Press barons exploit it for get-
ting advertisements, for circulation
etc. We can have state trading in
newsprint in the same way as in jute.
Then there is the question of mica. I
come from Bihar and I know the his-
tory of the mica industry. We have
lost foreign markets and the indus-
try has suffered. But the internal
consumption ¥ going to 7 increase,
and there is no cause for alarm. Also,
there is the question of manganese
ore. We have lost our foreign market
in this commeodity, in the US A. But
since we arc producing more steel, we
will be utilising more and more
manganese ore. 1 would request Gov-
ernment to consider all these articles
with reference to State trading and
not mind the risk. It is a fact that
the Public Accounts Committee and
the Estimates Committee fmay com-
ment on the loss incurred. They are
representative Committees of Parlia-
ment and they would give’
us  the margin once Parlia-
ment decides the policy to have
State trading. The officers have to be
given some latitude. " If there is a
Joss incurred, it does nmot matter. You
may incur a loss, as you are incur-
ring in many other industries. But
the risk has to be taken.

Shri A. M. Thomas: Will any officer
take the risk?

11440

Shri L. N. Misbra: Prof. Mahalano-
bis has said that i the public sector



11441 Resolution re
[Shri L. N. MJshra}
iis to be expanded, the rules have to
.be ' amended, our services have to
be given more powers; they must
be given power to take quick deci-
sions, If we do not do it, there is
no use of having more of the public
sector or of talking about a socialis-
tic pattern of sockety. I therefore
:support the ‘policy of State trading
in certain chosen articles, and in
pursuit of it. the creation of a State

trading corporation
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Shri Ramachandra Reddi: While I
am very happy that Shri A. K. Go-
palan has brought forward his re-
solution before the House ot attract
the attention of the House towards
this important guestion, I am not
able to agree with him in the ap-
proach he mas made to thiz problem.
Evidently the provocation for this
resolution is the statement that Pro-
fessor Mahalanobis seems to have
made somewherews

[
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* 8hrl M. 8. Gurupadaswamy (My-
sore): Very difficult to pronounce.

Shri A M. Thomas: What is the
proper pronunciation of it?

Shri Ramachandra Reddi:...that on
account of foreign trade monopoly by
the Government there will be a great
possibility for edrning and investing
more money on the Second Five Year
Plan. I am afraid that it hag not
been properly understood. Evidently
be thought that greater profits can
be secured by the Government and
those profits ean be ploughed into the
Second Five Year Plan. But when
we examine the matier closely, I do
mot think that he is so very correct.
While I want that the entire matter
has to be examined by a committee
set up for that particular purpose. 1
would not throw cold water on the
proposition of State trading by Gov-
ernment unless and until it is pro-
perly examined. It might be said
that in 1949-50 a committee had
been appointed for this particular
purpose and the committee had re-
ported to us and so no further com-
mittee is necessary for this purpose.
But the circumstances that existed in
1949-50 areé different from the
circumstances that exist today. Then
there was great dearth of consumer

' goods, there were great restrictions
on exports and everybody felt that
there must be something done by the
Government with a view to relieving
the situation and helping the consu-
mers as well as the producers in
their respective spheres. But today
normal conditions have come into
existence, and trade channels are
working normally. If there are any
defects in the working of these chan-
nels, there must be other steps taken
to correct them. Any advocate of
State monopoly of export trade must

realise the vastness of the problem.”

Several hundreds of crores of rupees
‘have to be invested by Government if
the State should take up the mono-
poly of exports. Whether the Gov-
ernment would be able to find that
investment is one thing, and whe-
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ther the amount of Rs. 500 or Rs. 600
crores invested by the private sector
will be sufficient for the Government
to take up the trade moncpoly is an-
other thing. Ordinarily, Government
methods and the manner in  which
they work some of the schemes do
require two to three times that
amount to conduct their trade acti-
vities in a proper manner. We have
had sufficient experience in former
years of the capacity of the Govern-
ment to undertake any trade activi-
ties. We had our painful experience
that in everyone of those activ.ties
that the Government undertook, there
has been a loss or disappointment.
Even with regard to foodgrains there
seems to-have been a loss of Rs. 277
crores, probably inclusive of nearly
Rs. 30 crores tnat were lost in rice
transaction with Burma. Sevira! fac-
tors will be affected by the State
monopolising the export trade, and
the activities of several individuals
will have tu be cut short. The costs
of the Government would also in-
creage either because of the fact that
they are not properly trained for
the purpose or because of the fact that
they will not be able to get proper
men for conducting the trade activi-
ties. There will be ordinarily several
wastages in the transactions. Usually
we find haulage costs, wastage,
shortage, pilferage and also the diffi-
culty in grading, standardisatton, eli-
mination as well as price discrimina-

‘tion. These are all matters that can-

not be expected by Government to be
learnt in one day or within a shortt
period, and they are matters where
a lot of experience has to be gained.

The Punjabrac Committee, which
reported in 1950, was not very hope-

ful about the success of State mono-

poly of export trade. They advised
caution and selective application of
the principle of State trading, and
they wanted that interference with
normal trade channels should be

-avoided. These are the two main

principles on which they felt very
strongly. and they cannct be for-
gotten even today when we apply the
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State trading monopoly system to our
conditions. In 1949 the devaluation
nf the rupee had its own repercus-
sions, and today in 1955 we have the
devaluation of the Pakistan rupee,
which also has its own repercussions.
Shri Gopalan told us that there are
very wide disparities in prices bet-

ween Indian markets and foreign .

markets, and he quoted one or two
instances. But we are always con-
scious of the fact that the Govern-
ment is very alert in these things
and they will try to impose as much
export duty as possible to equalise
the prices or to reduce as much as

possible the profits of the
middle-man or the exporter here.
The countries where we have our

markets for exports are very many
and the conditions theére will have to
be studied by the Government close-
ly before they enter into any trade
with them. As a matter of fact, un-
less a trading is inaugurated by
the Government or conducted for the
purpose ©of understanding the trade
methods, there is every possibility of
mistakes being committed and I think,
at this stage, neither the Govern-
ment nor the people will be willing
to allow any more mistakes to be
committed, in the interest of our own
economy. Even with regard to food-
grains trade that we had to take
up some years back, we are told that
the Government has not been able to
unveil or reveal the -secrets in re-
gard to the administrative charges

that they incurred. As a matter of

fact, large sums of money have been
spent both by the State Governments
and the Central Government in con-
ducting the administration of food
purchase and distribution. All these
hang heavily upon the common tax-
paver. It is all right when Shri
Raghuramaiah is thinking of only
monopoly in tobacco or Shri Thomas
of pepper and cashewnut, but we
have to understand the overall pie-
ture of the monopoly trade and find
out, after a proper examination, the
_difficulties underlying there. I have
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one instance to mention to this
House. During the war period, mono-
poly export of mica products was
taken over by a particular committee
under the instructions of the Gov-
ernment. They had to seize, pur-
chase and export mica. Immediately
after the war was over there was
such a large demand from other
countries for mica and that wenf to
show that there was much disparity
between the price given to the pro-
ducers here and the price prevailing
in the foreign markets. Thus, the
producer and exporter lost very
heavily and probably the Government
also incidentally in having allowed
the monopoly mission to take care
of the purchase and export of mica.
That is a commodity which is not
utilised very much in our own coun-
try; it is a dollar earning commodity.
In that respect, America had the
largest monopoly of the profit and
India lost much. In between came
the Government to arrange for the
monopoly and trade and the sufferers
were the producers, the labour
here and also the dealers in mica.

It is, therefore, in that view that I
would suggest the entire matter has
to come up before a small committee
of experts. The committee need not
take a very long time because they
know the trade conditions today both
here and elsewhere. After a short
enquiry they may give a report upon
the subject which could be most
welcome. Otherwise, if we are to
rush into the fleld ‘as suggested by
Shri A, K. Gopalan and “immediately
enforce” this, probably we will be
committing a very big mistake espe-
cially in view of our former ex-
perience. The work of the committee
which I suggest would be to study
the trade conditions as well as the
capacity of the Government both in
the machinery that it can have for
this particular venture and also its
financial capacity; the financial com-
mitments of the Government and
for how long they have to be there
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duly committed will also be studied
and reported upon. Above all these
things, the increase i the cost of the
machinery of the Government will
have to be taken into consideration
and studied. Over and above these
things, the matter whether any sectar
of labour or producers would be
affected by the Government's taking
up the State monopoly will have to
be studied and carefully reported
upon.

These are the very few suggestions
that I make in support of my amend-
ment and I wish the Government
will not be in a mood to reject the
suggestion—namely appointing a
committee with a view to examine the
whole thing and advise Government
as well as the country on this very
important problem when we are at
the threshold of the Second Five Year
Plan.

Shri V. P. Nayar: 1 was rather
amused when I heard the views of
some of the hon. Members of the
Government party who actually
had no case against the adoption of
this resolution. I was particularly
irterested when I found that of all
persons on the other side, Shr1 Raghu-
ramaiah had taken some interest in
economic matters.

An Hom, Member: Tobacco.

Shri V. P. Nayar: What is the
substance of the resolution tabled by
Shri A. K, Gopalan? Shri Raghu-
ramaiah says that we have no ground
and the State cannot take control of
trade but because tobacco is pre-
senting a problem in Andhra it may
be tried.

Shri Raghuramaiah: I do not
like to be misrepresented. What I
said is this. Tobacco is only illustra-
tive. There may be hundred other
commodities which may be similarly
situated. What I said is that where
trade in other countries is in mono-
polistic hands we are at a disadvan-
tage in not having similar monopoly
here. That is illustrative and not
exnaustive. *
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Shri V., P. Nayar: ‘Let me put it
as I heard it. I thought that he was.
not against State controlling the
trade in the matter of tobacco. Then
we go to Travancore-Cochin where
Shri A. M. Thomas condemned the-
resolution. But so far as spices are
concerned—because Travancore-Co-
chin has a monopoly of spices—he
says, let us try spices. Let us look at
the points made by Shri L. N. Mishra.
He comes from Bihar where jute and.
mica presents a problem and he
says that these two articles may be
taken over. .
Shri Raghuramalah: 1 suppose you
are imerested in coconut.

Shri Raghunath Singh (Banaras
Distt.-Central): What are you going
to say about UP.7

Shri V. P, Nayar: [ was reminded
of a phenomenon in nature which may
be called mosaic vision. You know the
famous biologist Muller has defined
certain insects. Their eyes are divided
into compartments and they could not
sre a whole object. One part of that
will cast shade on that particular eye-
let and the' insect has to move round
to have a whole picture. It is just like
Shri Raghuramaiah coming from-
Andhra saying about the necessity for
tobacco; Shri Mishra coming from
Bihar seeing the necessity for control-
ling the trade in the matter of mica
and jute and my hon, friend Shr
A. M. Thomas very emphatically talk-
g about the necessity for baving
some other thing. We may take the
sum total of all these.

Shri Raghuramaiah: Your eye is on.
the whole Government and the coun-
try.

Shri V. P. Nayar: In our resolution,
we do not say that these are the arti-
cles to which you have to confine State
trading. 1 have given notice of an:
amendment to include some other arti-
rles. It is open for Members to say
that other articles should be includ-
ed: they can send their amendments.

11452

Shri Reghuramaiah was agaln saying
*hat when yoy dealt with countries
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where there was free trade, you could
wot stipulate this. I wag not surprised
when he breught out his theory that
because there is a fluctuating market,
it is in.possible. Perhaps it will take
2 few months or years for him to un-
derstand that, as the Mover had -point-

2d out, if you have long-term inter-

‘national agreements, that is a factar
which would precisely work against
the operation of price fluctuations.
‘That requires sone understanding of
‘economics for which the hon. Member
may take some time.

Shri Raghuramaiah: I would prefer
a better teacher under better auspices
than my friend Shri V. P Nayar,

Shri V. P. Nayar: That he shall not
get. Shri A, K. Gopalan's resolution
must be viewed in its entirety. What
was the case he made out? He made
out a case that we must have an ag-
reement with other -countries for a
long duration, for a number of years
and such international commodity ag-
reements must necessarily have cne
condition, that is the regulation of
price. Under such conditions no
stretch of imagination hn bring us
near to any conclusion that prices will
continue to vary,

Shri A, M. Thomas: For an agree-
ment there’ must be two parties,

Shri V. P. Nayar: The parties can
be found out very easily. That is a
point which has been missed,

The most impertant points were
there as I héard the hon. Members,
We can understand the stand taken by
Shri G. D. Somani. All along he has
been emphatically defending the mono-
poly In the private sector and very
consistently doing it. I do not have
aoy quarrel about him. There
‘Wwrs some other point made “by him,
For instance, a question was posed.
‘SBupposing you tahe to State trading,
where does the Covernment have the
apparatus? I ask this very s'mple
question.” Is not our Government
running the railways with over a
million workers. If it is a question of
technical job, is not our Government
baving arrangements for transport,
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industry, etc. Is this export trade a
more technical and intricate problem
which the resources of Government
cannot work out?

Then I come to the question of pre-
vious losses. Much has been said
about our experience in State trading.
Sir, you have only to go through the
documents submitted by the Public
Accounts Committee to see how
such unauthorised deals had end-
ed in such colossal loss. For ex-
ampie, I refer to Japanese cloth scan-
dal. Why did we loss? The Public Ac-
counts Committee has come out with
avery definite statement on that which
the Ministry and, particularly, Shri
T. T. Krishnamachari did not choose to
consider. That apart, we know now

how in the case of former transactions

on a State to State basis we have lost.
Shri A. M. Thomas was quoting Chou-
En-lai. But, has he said that because at
a particular point of time scme mis-
takes were committed by some people
and they own those mistakes we should
not make a beginning? -Is it Shri
A. M. Thomas' view that because we
are likely to commit some mistakes
we should put it off?

Then, another point was made abeout
the question of personnel. It is rather
fantastjc in this context to think that
the State cannot take over this field
which is so very necessary in our pre-
sent context of planning because we
shall be requiring a number of persons
te run this. The vastness of the pro-
blem, as Shri Ramachandra Reddi
said, seems to be a nightmare, but a
Government which has to deliver the
goods for 360 million people will cer-
tainly have to tackle wvast problems.
You have to find out ways and means
how to tackle them. It is no good
saying that because the problem, as
you see it, is very big, we cannot
make a beginning.

Sir, I do agree that the problem has
to be studied from several angles and
some study has already been made,
however incomplete, it may be. But,
that is no reason why you should put



11455 Resolubion re
LA

it off. Five years ago nobody thought
of having a Plan. Then, you had a
Plan, howeéver . badly it might have
been worked out, or however badly
it might have been implemented. We
did have a Plan and it was a big Plan
too. Was it not? At that time Gov-
ernment did not come out to say:
“We have nobody with us to have a
Plan worked out”. Therefore, that
is ng argument,

I have given an amendment to in-
clude two or three articies apart from
those aiready included in the resolu-
tion of Shri A. K. Gopalan. Here I
should like to quote from a report of
the Government to show why this re-
solution is necessary and why these
articles have also to be included. For
example, here is a report of the Spices
Enquiry Committee. My amendment
seeks to include cashew-nuts also as
one of the items for State irading.
Here is a very revealing passage. If
you go through this report it tells
you the details about kow three or
four monopolistic concerns in Bombay
are operating in connection with the

import” of raw cashew-nuts and are

having complete control over the in-
ductry, Shri T. T, Krishnamachari has
time and again admitted that these
three or four companies are in a mo-
nopolistic position,

Shri A, M. Thomas: Sir, is if not,

the parliamentary convention to refer
to Minlsters by their designation and
not by name? .
Shri V. P, Nayar: Let us not worry
about conventions.
Shri Punnoose: He can speak good
of them. (Interruption).
shri V. P. Nayar: The hon. Member
from ¥mmakulam may do well to be
silent. 'This is what the report I men-
tioned says at page 124: )
“While bulk of the Indian
cashew-nut crop is collected by
itinerant merchants, the importa
of foreign nuts are done mainly
through a few influential firms for
whom this forms only a side-busi-
mess. The Government should,
therefore, give mll assistance to
the factory owners in regard to

261 LSD
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the procurement of raw nuts f#om

foreign countries.”

This is precisely what is contem-
plated in the resolution. How are
you going to help them? Government

. says: this is not adocument which we

nave brought out. This is after all a
report of a committee appointed by,
Government, It says that in order
to sustain the industry, in order to
see that the indusiry does not collapse,
Government has to help the factory
owners in getting raw nuts. Why
don't you have State trading in that?
It is admitred by Government—both
by the hon, Minister for Commerce
and the hon. Minister for Commerce
and Industry—that some three or four
firms in Bombay control the entire
import of raw nuts, ’

Then there is another commodity
and that is lemon-grass oil.  There
also, in a few years, from about Ra.
40 lakhs our export went up to Rs. 2
crores, These are all agricultural
commodities which are not controlled
by a few managing agenciesor some
thing like that. About 35,000 acres
of land cultivating lemon-grass are
distributed among as many pebple as
possible. Every man has a-small hold-
ing. Before the war or just in the
middle of the war our export was to
the tune of Rs. 40 lakhs and then it
went up to Rs. 2 crores. But no pea-
sant who is manufacturing lemon-
grass oil can ever have ap estimate ol
what he will get from the next crop
because the price is subject t0 much
varlation, If he plans ous his domes-
tic budget on the basis of an yleld of
say Rs. 500 from an scre of <land it
may not come true. When the prices
of agricultural commodities decide the
domestic budgets of thousands of peo-
ple in this country, there is no reason
why Government should mnot attach
importance to those commodities and
take them over straightaway. :

The Report of the Spices Enquiry
Committee hag given a case Tor a1l the
articles dealt with in that Report.

Mr, Chairman: The hon. Member
must conclude now.
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ghri V. P. Nayar: I am sorry, I
have not the time to quote from' it.

Shri A, M. Thomas: They do not
recommended State trading.

Shri V. P, Nayar: They have not
used the words “State trading”. But,
they say that Government should
give assistance to factory owners with
regard to the procurement of raw
marterials. On the ome hand they ad-
mit that momopoly is there; on the
other hand they say that the industry
is in a very bad position because of
monopoly and on the third they say
that Government should give all help;
help which can rehabilitate the indus-
try and wnich can prevent monopolis-
tic greups in the industry.  That help,
we say, is the help through State trad-
ing. Let the Government import all
raw cashew-nuts and distribute them
at a fair price. That is what I mean
by State trading though Shri A. M.
Thomas rmight have some other
notions about it.

#ir, in considering this resolution I
would request hon. Members, who,
unfortunately for this House and for
the country, hold opposite views, to
consider this aspect of the question.
We very often know that in the game
of football there are some good
defence players who mever go after
the ball but go after the player. In
the same way, because the resolution
has come from Shri A. K. Gopalan,
Shri Raghuramaiah went out for Shri
Gopalan and did not touch the subject.

Shri Baghuramaiah: It is a good
hint to you to change sides.

shri v -ayar: Therefore, I sub-
mit that not merely these articles
which are covered by the resolution
should be included in State trading
but such other articles as ginger,
cashew-nuts and lemon-grass oil and
other agricultural commodities on the
prices of which depends the economy
of thousands of people, should also be
taken up for the purposes of State
trading immediately, so that whatever
profit Government can make can be
utilised In the context of our planning
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for the common advantage of the
people.

Shri Bogawat: I am very glad, and
it is a healthy sign, that the persons
who were speaking very violently
against the  Government are now
putting trust in Government. It is
alsg a very healthy sign that Com-
munist Party has begun to care for
the Second Five Year Plan. .

11458

Sir, you know that out of the .arti-
cles mentioned in the resolution, many
articles such as tea, jute, cotton etc,
have been listed as those in which
we have o increase uour productivn
in the Second Five Year Plan. Simi-
larly we Lave to increase our indus-
trial production. Now, I admit that
Government may be in a difficult posi-
tion because they are not having the
personnel or expucienced people or

business minded people to carry on
State trading.

5 p.oa

T a'so know tha: thure was loss dur-
ing (he last ten years whefi there were
controls so far as the State trading is
concerned. But it should not be the
case of Government that they cannot
approach. this problem. Government
will have to consider this problem in
the near future. Some of the Members
have given their reasons, and 1 shall
give my reasons also. So far as the ex-
ports and imports are concerned as
Government_have to give licences for
foreign trade, it is but natural that
some people take undue advantage of
those licences. Not only that. Though .
we may have some honest officers, it
has come to my notice that in many
cases some officers have pocketed money
and when it is a question of duty on
the export trade, these big business
people try to know many things and
they take undue advantage, The
reazon why I have given amendments
as regards oilseeds is this. In 1954 I
know that one businessman had msde
a profit of Rs. 1 crore in oilseeds and
Government refused to make an en-
quiry into it, so as to know what ad-
vantage he got and how he got the
information about the, duty and from
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what officers and so on. If these en-
guiries are made, Government will
come to know how underhand dealings
are going on and how big business
people have taken undue advantage so
far as these transactions are concern-
ed. If these things had not happened,
1 would not press on Government that
there should be State trading on some
of the articles. We know that we are
exporting commodities to the value of
Rs. 550 crores or thereabouts, to
foreign countries. I have not got re-
cent figures, but I shall quote from
the figures for 1952-53. The export
of tea was to the tune of Rs.
80,30,50,000, cotton, Rs. 28,94,10,000;
oilseeds and cils, about Rs. 29
crores in all; hides and skins, Rs.
20,34,53,000 in 1852-53 and Rs.
25,76,96,000 in 1950-51; metalic ores,
Rs. 36,98,87,000.

One of the hon. Members said that
trade in jute is in the hands of 12
managing houses of a big type. It is
but natural that these managing hous-
es cornered the market. Then there
are fluctuations and they take undue
advantage, and the result is that our
agriculturists suffer very heavily. This
happens every year. When the agri-

cultural products come into the mar-’

ket, the poor agriculturists do not get
the proper price. Thig is due to the
fact that the big business people have
the trade in their hands and they take
undue advantage of the ignorance of
the agriculturists. The agriculturists
are needy people and they have to sell
their crops, in the circumstances, at a
low price. So, in order to protect our
agriculturists, in order that there
should not be undue advantags ' the
big business people who ¢ he
market andalso in order thai wncre
should be some reserve or some profit
for our second Five Year Plan, it is
wery necessary that out of the articles
that I mentioned, Government should
begin to trade at least in some of those
important article. Why not make a
beginning? 1 request Government to
make a beginning so far as some im-
portant articles are concerned, for in-
stance, jute, tea, ete. If this is not
done, then the producers will have to
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suffer and especially the agriculturists
will have to suffer.

There is one more thing, We are ex-
porting hides and sking to the value
of Rs. 20,34,53,000. This is not a good
thing. Why not encourage this indus-
try and prepare leather instead of
importing leather from foreign coun-
tries? So many things are to be look-
ed into. When our country is to pros-
per and when we have to implement
our Second Five Year Plan, State
ing is but a necessity. I humbly sub-
mit, without making a big speech, that
Government, though for the present it
does nct want to have State trading
in all the articles, should at least make
a promise that it will think out the
problems and make a beginning with
some of the important articles. Then
I have nothing to say, but the begin-
='ng will have to be made. I submit
#-:t for the sake of avolding these il-
legal things, so that our agriculturists
should not suffer and that the State
should be prosperous and our second
Five Year Plan should go on proper-
1y, it is very n=cessary that Govern-
ment should tzke interest, prepare
plans and recruit good personnel and
also people having good experience in
business and thus see that State trad-
ing is begun. If Government doeg this,
I think many things will be accom-
plished.

The Minister of Commerce
Karmarkar! rose—

Mr, Chairman: There are only three
minutes more.

Shri Earmarkar: I shall just say
one sentence. This iz really a very
important subject and it is at the re-
levant time that this subject has been
brought before the House,

Shri M. S. Gurupadaswamy: Are we
not having more time? |

Shri R. N. Singh (Ghazipur Distt—
East Ballia Distt.—South West): We
have got one hour mare.

Mr. Chairman: How does he say
it? Did the House agree at any time
that it will sit up to 6 o'clock today?
So far, it has not taken any such deci-
s1on.

(Shri
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awt
“ghri M. S. Gurnpadaswamy: If I
have ypoderstood @sfht, we have to
sit &1 75-20 p.m

M

Mr. Chairman: There iz no point
because the reply will not be com-
olete. After all, the hon, Minister is
likely to take 20 or 30 minutes.

Shri Karmakar: 1 shall need half
an howur. :

Mr. Chairman; And the reply of
Shri Gopalan is also to be given. We
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have got only three hours in all fer
this Resolution. I do not want to re-
gulate the debate in such a way that
more than thsee hours are spent over
this topic. We have yet got about 49
minutes for this resolution. Therefore,
*I do not think it will be of any use %o
prolong the debate.

The Lok Sabha them adiourned till
Eleven of the Clock on Tuesday, the
R0th Anousr 1865,
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