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3661
LOK SABHA

Tuesday, 16th August, 1955.

The Lok Sabha mer ar Eleven of the Clock.

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

Rechabilitation of Displaced Persons
in Assam

*741. Shri Radha Reman: Will the
Minister of Rehabilitation be pleased
to state:

(a) whether it is a fact that some
financial aid has been given to the Assam
Government during 1955-56 for the
Rchabilitation work in that State;

(b) if so, the amount; and

(c) the number of displaced persons
settled there from East Bengal since the
beginning of this year?

The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle): (a) Yes.

(b) The financial aid given from the

kst April to the 3oth June, 1955, is as follows*

Rs. 13°64 lakhs
Rs. 4441,
Rs. 58°05 lakhs

(1) Grant.
(1) Loan .

(c) Approximately 7,000 displaced
families from East Pakistan have received
partial or complete rehabilitation bene-
fits.

Shri Radha Raman: May | know
what is the total number of displaced
p:rsons from East Bengal who have so far
come to Assam and who have received
the financial assistance allowed to dis-
plac:d persons from the Central Govern-
me=at as well as the Assam Government?

ShriJ. K. Bhonsle: The total number
of displaced persons is about 3-53 lakhs
upto May 1955,

219 L. S. D. —1
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Shri Radha Raman: May I know
what is the amount so far spent, including
the amount sanctioned by the Assam
Government, for the rehabilitation of the
refugees ?

Shri J. K. Bhonsle: The total amount
spent up to now is Rs. 509-64 lakhs.

Shri B. K. Das: May I know the
number of displaced persons settled on
agricultural land ?

Shri J. K. Bhonesle: I have not got
the break-up but I will certainly find it
out and let the hon. Member have it.

Shri B. K. Das: May I know if there
is any new influx as at present into West
Bengal ?

Shri J. K. Bhonsle: Yes, we antici-
pate that by the end of the financial year
there would be 9,000 families coming into
Assam.

Shri S. C. Samanta: May I know
whether those displaced persons who
fled away from fear in the last disturbances
have ?comc back and have been rehabili-
tated

Shri J. K. Bhonsle: Secveral families
have come back and attempts are being
made to persuade others to come back.

Pilot Projects for Cottage Industries

*748. Shri Gadilingana Gowd: Will
the Minister of Planning be pleased
to state:

(a) whether it is a fact that a Scheme
has been formulated at the Fourth
Conference of the Development Commis-
sioners for the setting up of 26 pilot projects
in Community Project Areas for the deve-
lopment of cottage industries;

(b) if so, in which Community Pro-
jects this programme will be taken up;
and

(c) what industries will be included
in the pilot projects?

The Deputy Minister of Planning
(Shri 8. N. Mishra): (a) Yes, Sir.
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(b) and (c). Statements are laid on the
Table of the House. [See Appendix V,
annexure No. 29].

Dr. Rama Rao: In the statement,
itis said that thereis one project in Andhra,
where small-scale and cottage industries
are going to be developed. Msy I
know what cottage industries are going to
be developed in the Kakinada-Pedda-
puram project ?

Shri 8. N. Mishra: These are
the things to be considered now, and a
plan will be drawn up keeping in view the

tentialities for development of the
industries in that area.

Shri Dabhi: May I know what is the
recurring and non-recurring expenditure
on these projects?

Shri S.N. Mishra: So far as the pilot
project is concerned, it is expected to last
for nine months, and the estimated expendi-
ture would be to the tune of Rs. 25,000.
After that, it would be absorbed in the nor-
mal administration.

Heavy Electrical Equipment Plant

*746. Shri Ibrahim: Will the Minis-
ter of Production be pleased to refer to
the rzply given to Starred Question No.
2139 on the 11th April, 1955, and state:

(a) whether it is a fact that a deci-
sion has since been taken for the setting
up of a State-owned heavy electrical
equipment factory in the country;

(b) if so, when it is proposed to be
set up; and

(c) what is the estimated expenditure
on its installation?

The Deputy Minister of Production
(Shri Satish Chaandra): (a) It has been
decided to set up a State owned factory
for the manufacture of the heavy electrical
equipment.

(b) It is too early to forecast a definite
date.

(c) No firm estimate of expenditure
can be given until Technical Consultante
are appointed and Project Report is pre-
pared by them in consultition with the
Government.

Shri Ibrahim: May I know whether
foreign experts will be required for this
plant ?

Shri Satish Chandra: A foreign
firm of technical consultants will have to
be appointed for assisting us in setting up
the plant and training our personnel.

Shri Ibrahim: What is the name of
the selected site where it will be installed ?
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Shri Satish Chandra: Selection ct
the site will not be possible till the project
report has been received and fully considered
by the Government.

Shri Punnoose: May I know what
are the considerations that weigh with
Government in choosing the site?

Shri Satish Chandra: They will
also be indicated in the project report.

Cement

_*749. Shri Jhulan Sinha: Will the
Minister of Commerce and Industry
be pleased to state:

(a) whether it is a fact that India
has become self-sufficient in respect of
cement and that export markets are being
sought to be developed; and

(b) if so, the need for continuing the
control on the price and the distribution
of this commodity ?

The Minister of Industries (Shri
Kanungo): (a) In an exparding ccorcmy
self-sufliciency in respect of any commodity
is a purely relative term. Our target
for cement production is put at ten million
tons and we expect in the very near future
to produce half that quantity. The de-
mand for Cementis rising steadily. Export
markets are being sought for the reason
we can expand production of Cement
considerably.

(b) As there is a large gap between
supply and demand, price and distribution
control become necessary.

Pendit D. N. Tiwary: May I knwm
how much cement has been exported in the
last thres months ?

Shri Kanungo: 1 could rot give the
figure for the last thrce morths but 1
can say broadly that in 1954-5§ we have
cxported 94,050 tons.

Pandit D. N. Tiwary: May I know
whether Government arc aware that there
is a dearth of cemert in Bihar and even
deveclopment projects are being held up
for want of cement? If so. what is the
reason for exrorting cement when the
needs of the country are not ye: met?

The Minister of Commerce and
Industry and Iron and Steel (Shri
T. T. Krishnamachari): Export of
cement was generally 2llowed in the case
of thosc ccment factories which are far
away from tte areas where there is a
shortage of cement and it is  perfectly
known to hon. Members of this House
that the problem of transport from South
India to Bihar is a very difficult one indeed
at the present time.
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Shri S. C. Samanta: May | know
what assistinc: has been given or what
arrangements have been made for the
production of cement in Saurashtra where
there iz so much of limestone ?

Shri T. T. Krishnamachari: There
is no question of assistance. Cement
factories are coming up in  Saurashtra.
The problem again will be a problem of
transport from  Saurashtra to the con-
suming areas.

Shrimati Ammu Swaminadhan: In
view of the fact that there is 8 shortage of
cement—or at least we cannot get cement
where we nced—-are the Government
contemplating stopping export of cement
and also taking away the control on cement ?

Shri T. T. Krishnamachari: No.
As a matter of fact so far as exports are
concerned they are just a trickle and we
want to cultivate these markcts. As my
hon, colleague mentioned just now we
expect to reach § million tons very soon
and about 6 million tons by March next
vear., We cannot afford to lose our export
market. So far as control is concerned
so long as thare is shortage there hes to
be control.

Plantation Enquiry Commission

*253. Shri Bhagwat Jha Azad: Will
the Minister of Commerce and Industry
be pleased to refer to the reply Rgiven to
Starred Question No. 266 on the 2sth
February 1955 and state:

(a) whether the Plantation Enquiry
Commission has since submitted their
report to Government;

(b) if so, the main recommendations
of the Commission; and

(c) the action, if any, taken by Govern-
ment thcreon ?

The Minister of Commerce (Shri
Karmarkar): (a) No, Sir. Not yet.

(b) and (c). Do not arise.

Shri Bhagwat Jha Azed: May I
know wh~other any time-limit was fixed
by the Government for submission of their
report by the Commission ?

Shri Karmarkar: It was October.
But the Commission have written to us
that they require still more time to complete
their inquiry and submit their report.
Th~y have accordingly requested for a
little extension till December., That
question is under consideration.

Shri T. B. Vittal Rao: Which are
the States which the Commission have
alrcady visited ?

Shri Karmarkar: I have not got the
detailed list. They visited all the States
where there are plantations —tea, coffee
and the like.
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Silk

*764. Shri S. C. Samanta: Wil
the Minister of Production be pleased
to state:

(a) the extent to which Government
have succeeded in reducing the cost of
production of Indian silk and improving
its quality;

(b) the amount placed at the dis-
posal of the Central Silk Board since
1947, Yyear by year, for the purpose;
and

(c) whether it is a fact that Kash-
mir silk sarees are in great demand in
Ceylon?

The Parliamertary Secretary to
the Minister of Production (Shri
R. G. Dubey): (a) According to the
Tariff Commission Report (1983), the
cost of prodvction of raw silk has been
reduced by Rs. 2/7/10 per pound bet-
ween 1949 and 19¢3. Its quality has
also comparstively improved as a result
of improvement in the quality of cocoons.

(b) A statement is laid on the Table
of the House. {See Appendix V, annexure
No. 3n),

(c) Yes, Sir.

Shri S. C. Semanta: May I know
how many retearch stations have been
started since 1944 °?

Shri R. G. Dubey: So far as my
knowledge goes, two research centres, at
Chennapatnam  in Mysore and Malda
in West Bengal, are working.

Shri S. C. Samanta : May I know
how many new schemes have been taken

up in 1954-55?

Shri R. G. Dubey: So far no new
schemes have been taken up; but since
additior.al grants have been made for the
current year, the Mysore and Madras
Governments, in particular, have been
requested to submit  certain technical
schemes.

Shri S. C. Samanta: Is it not a fact
that in 1953-$4, Rs. 20 lakhs were set
apart for these special schemes?

Shri R. G. Dubey: Yes, Sir.

Shri N. Rachish: May I know whether
the silk industrv in Mysore has been facing
a crisis due to th~ heavy fluctuation of rates
in the market of the cocoons and, if so.
what steps do Government propose to take ?

Shri R. G. Dubey: This is a vexed
question. But, so far as my information
goes, the Government of India have given
additional grants to the Mysore Govern-
ment to have experiments at Chennaputnam
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and | am informed that 100 improved
recling basins have been working in the
Mysore State for improving the quality
of the filature silk,

Dr. Rama Rao: May [ know on
what main items these Rs. 20 lakhs are
being spent? .

Shri R. G. Dubey: Dcces he want the
break-up ?

Mr. Speaker: He wants to know the
main items.

Shri R. G. Dubey: For example.
the Mysore Government were given, for
1953-54. Rs. 3.64.500. Therc are about
18 to 20 itcms.. For example research on
silkworm nutrition, Rs. 20.000; on mulberry
graft nursery at Chcnnapamnm Rs. 10,0c0,
establishment of cocoon markets end so on
and so forth,

All-India Malnad Cnference

*785. Shri Heda: Will the Minister.
of Pl.nn_lng be pleased to state:

(a) the resolutions adopted at the
All-India Malnad Conference held
recently;

(b) whether Government have con-
sidered them; and '

"(c) if so, the extent to which they
will be implemented ?

The Deputy Minister of Planning
(Shri S. N. Mishra): (a) A summary
of the resolutions is placed on the Table
of the Lok Sabha. [See Appendix V,
annexure No. 31} .

(b) Yes, Sir.

(c) The State Governments concerned
have formulated suitable schemes taking
into account the recommendations made
by the Ramanathan Committee and the
Malnad Conference held in April 1954
and the same are being considered in the
Second Five Year Plan. ' The Standing
Committee of the All India Malnad Con-
ference can assist the States in bringing
about a proper apprecmuon of the needs
of the area.

Shri Heda: Through the first resalu-
tion of the Malnad Conference, the con-
ference had requestd the Government
to constitute a Development Board consisr-
ing of representatives from the Mysore,
Bombay, Madras and Coorg Govc:;nments,
with a Minicter of t..c Central Government
as Chairmai. May I know whether such
a Board has been constituted?

Shri S. N. Mishra: Now, the view
of the Planning Commission is that in view
of the steps taken by the State Govern-
ments concerned, it is no longer necessary
to have such a Board.
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Shri Heda: In view of the fact that
the Malnad area is within the jurisdiction
of four different States—Mysore, Coorg,
Bombay and Madras—how is it possible
for the State Governments, without such
a Development Board. to co-ordinate their
activities ?

Sbhri S. N. Mishra: As the State
Governments concerned have been asked
to frame their proposals keeping in view
the recommendations of tne Ramanathan
Committee which went into the whole
matter, I think, the proper co-ordination
that is desired could be effected.

Shri Joachim Alva: In the statement
it is admitted that this arca is one of the
wealthiest areas of the land and thar it
has been lying unutilised for two centurier.
In addition, the Government of India
drew up a report on the Malnad area
and it has been lying in the archives of
Government for several years. May 1
know why the Government did not im-
plement this report up to now?

~ Shri S. N. Mishra: The recommenda-

tions of the Committee could have been
implemented by the Food and Agricul-
ture Ministry. But, they thought that
it would be a great drain upon their
resources. Ultimately, now, the State
Governments concerned will look into the
matter and frame proposals.

The Minister of Planning and Irri-
gation and Power (Shri Nanda): I
may add a word in this matter. It is
ccrtmnly a matter of importance that a
region like this with great potentialities
should be developed adequately and this
is being kept in view. The States, as
my colleague told the House, have been
informed that in preparing their p.ans
they should give adequate attention to the
various recommendations of these commit-
tees. And, now, a stage has arrived when
in the Planning Commission as the plans
of the various concerned States come in,
this point of view of co-oidination for the
purposes of adequate development of the
arca will be kept in view.

Shri Heda: The area being backward,
the, experience in the past had been that
the States concerned had not been devoting
proper  attention and that is why
co-ordination by a central authority
is desired by the Conference time and again.
May I know whether the Government have
assured themselves that the States would
not neglect these areas?

Shri Nanda: There are certain powers
which each State has. We cannot set up
an authority cutting across these powers.
But, still, the object is certainly to be kept
in view and at this stage, at any rate, in the
selection of the various schemes, this
gurpose of development of this area will

e kept in view.
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Neiveli Lignite Project

*757. Dr. Rama Reo : Will the Minis-
ter o uction be pleased to state.

(a) the period for which the work at
the Neiveli Lignite Project has been at &
standstill awaiting the arrival from abroad
of high-power pumps ;

(b) the pames of the countries from
which the pumps are expected ;

(c) the cost at which they are pur~
chased ; and

(d) when the pumps are expected to
arrive ?

The Parliamentary Secretary to
the Minister of Production (Shri R. G.
Dubey) : (a). The work on the Neiveli
Lignite Project has never been at a stand-
still. On the other hand, drilling operations
to determine the situation, nature and ex-
tent of the lignite deposits and boring of
pump wells for carrying out pumping tests
to assess the ground water conditions have
been continuously progressing. Pumping
tests are also being carried on with the 250

.p.m. pumps already available with the
roject. It is the result of the pumping
tests carried on with the small pumps that
has enabled a specific programme to be
prepared for full scale pumping tests,

(b) to (d). Orders for four submersible
pumps and four vertical turbine pumps
each of 1000 g.p.m. capacity were placed
in April/May 1955 for import from Ger-
many and U. S. A. at & cost of Rs. 31,260/-
and Rs. 60,250(- each respectively. The
four submersible pumps have arrived at
Bombay from Germany. The four tur-
bine pumps are expected to arrive by the
end of September. Orders for 8 more
vertical turbine pumps have been recently
placed and action is under wni' to place
orders for 8 more submersible pumps.
These additional 16 pumps are expected
to arrive by the middle of October, 1955.

Dr. Rama Rao : May I know whether
in answer to a question on 25th February,
1955, the hon. Minister said that 88
cent of the earth was removed by the end of
December, 1954 and further work has been
stopped temporarily to enable the water
lcchand pressure below the lignite to be
sufficiently lowered by pumping and in
answer to another question he said that
tenders have been called for high-power
pumps and they would arrive by midd'e
of March. Now, I am glad to know that
they are arriving and some have arrived.
For want of two pumpin%cs:ts in a huy,
project like this, work has been held up for
more than ten months—some minor work
might have been going on—but the main
work has been helg up. May I know what
the Production Ministry is doing to prevent
such delays in the projeots they are under-
wmking ?
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Shri R. G. Dubey : I think this poiat
has been cleared in the answer. The

ras Government have got 250 g.p.m.
pumps and with these pumping sets the
test regarding underground water is already
being carried out. The only point was
this ; we came across certain difficulties
and pumps of bigger sizes were required
and that is why tenders were accepted
and some of the pumps have already arrived.
Pending arrival of the pumps, work was
already progressing in respect of carrying
on tests.

Khadi

_*758. Pandit D. N. Tiwary : Wil the
Minister of Production be pleased te
state :

(&) whether any attempt has been made
to reduce the cost of production and the
establishment charges on Khadi ; and

_ (b) if’ 50, the percéntage of reduction
in the production and establishment charges
since the rebate on the sale of Khadi was
introduced ?

- The Deputy Minister of Production
(Shri Satish Chandra) :(a). According
to the All India Khadi & Village Industries
Board there is little possibility of reducing
the cost of production or the establishment
expenses because the wages and emoluments
[md to Khadi workers are already much
ower than those paid to the employees in
other ' industries.

(b) Does not airse.

Pandit D. N. Tiwary : May [ knaw
whether any provident fund or pension is
paid to these employees ?

Shri Satish Chandra : No pension is
admissible to these employces. '

. 1
Pandit D. N. Tiwary : What about
provident fund ?

Shri Satisk Chandra : Neither pro-
vident fund nor pension is paid to them.

Shri Heda : Formerly, the establish-
ment expenditurc for khadi was abuut two
annas in a rupec or 124 per cent. May I
know the establishment ratio in the expen-
diture today ?

Shri Satish Chandra: I require
notice.

Shri Bhagwat Jha Azad : May I know
whether the Khadi Board has indicated
tothe Government thatin view of the large-
scale production in the Second Five Year
Plan, there is any possibility of reduction
in the khadi cost ?

" Shri Satish Chandra : The reduction
in khadi cost is only possible bv reducing
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the wages and the establishment charges.
I have alrcady said that these are very low
and it is not possible cut down any further.
It is, however, possible that with the intro-
duction of Amber charkha and increased
production, there might be some little
cklhiﬂzl:ence in the cost of production of
adi.

C.T.0.

*759. Shri Rishang Keishir g : Will
the Prime Minister be pleased to state :

(a) whether it is a fact that an officer
of the Central Tractor Organization was
deputed to NEFA to study and survey
the possibility of growing food crops for
the inhabitants of that area ;

(b) if so, the recommendations made
by the officer ; and

(c) the action taken thereon ?

The Parliamentary Secretary to the
Minister of External Affairs (Shri
J. N. Hazarika) t (a) to (c). In order
to attain self- sufficiency in food in the
North-East Frontier Agency, an Officer
of the Central Tractor Organisation was
deputed to study the problem on the spot.
He has made the following recommenda-
tions which are being examined by the
jocal administration :—

1. Intensive cultivation in areas near
the administrative headquarters.

2. Demonstration-cum-production farm
near the administrative centre,

3. Demonstrition-cum-production farm
where Assistant A7zriculiural Inspectors
are posted.

4. Intensive culivation in selected
blocks in the interior which can be later
on developed as Nationat Extension Ser-
vice Blocks.

5. Selection of good cultivators to de-
velop them as subsidised farmers.

6. Introduction of crop competition
amongst the tribes.

7. Encouragement of terrace cultiva-
tion as much as possible.

8. Reclamation of land wherever
possible for planned settlement.

9. Plant protection.
10. Minor Irrigation works.

11. Distribution of manures and fer-
tilizers

12. Distribution of pure seeds.

13. Distribution of implements.

14. Development of Horticulture.

Shri Rishang Keishing : May I know
how serious is the deficit of food in NEFA
at present and how far the implementation

of these recommendations will solve the
feod problem there ?

18 AUGUST 1933

Oral Answers 3672

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru): The hope is that they will solve
the problem. It may take a little time
naturally.

Shri Rishang Keishing : How long
will it ?takc to implement these recommenda-
tions

Shri J. N. Hazarika : It will start as
quickly as possible.

Shri Jawaharlal Nehru: There are
various measures ; some take a little time
and some longer time.

Loan to Andhra

*962. Shri Viswanatha Reddy: Will
the Minister of Planning be pleased to
state @

(a) whether the Andhra Government
have requested the Centre to sanction a
loan of Rupees one crore for the extension
of electricity to the rural areas;and

(b) if so, the decision taken thereon ?

The Deputy Minister of Irrigation
and Power (Shri Hathi) : (a). Yes Sir,
The request was for a loan of Rs. 150 lakhe.

(b) The State Government has been
advised to meet the expenditure on these
works out of the central loan assistance of
Rs. 400 lakhs already sanctioned for 1955-56
from the Special Development Fund. It
has also been suggested that further assis-
tance would be considered towards the
close of the year when the overall financial
position would be clear.

Shri Viswanatha Reddy: May
know whether the further assistance re-
ferred to by the hon. Munister will include
subsidy that will be granted to the Ardhra
State for this purpose ?

Shri Hathi: That all depends upon
how far these schemes progress.  For the
present, if they carry on the schemes that
are already there, that will certainly im-
prove the condition.

Shri Viswanatha Reddy: In view
of the fact that the per capita coonsumption
of electric power in Andhra is almost half
that of the rest of the country, may I know
whether Government is contemplating to
give special assistance for extcnsion of
electricity in the Andhra State ?

Shri Hathi: The question of giving
assistance is alrcady admitted. It has becn
stated to the State Government that cut of
the Rs. 400 lakhs sanctioned for this year,
that is, 1955-56, they can spend on this.

Shri Viswanatha Reddy: I wanted
to know whether any special assistarce i8
given apart from this Developmert Fund
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in view of the fact the per capita con-
sumption of power is less than half as com-
pared to the rest of the country ?

. Shri Hathl : In fact, this assistance is
given from the Special [Development Fund
Thatitself signifies that ithas been given.
as a special measure.

Second Five Year Plan

*767. Shri M. L. Agrawal : Will the
Minister of Planning be plcased to state :

(a) whether it is a fact that the Govern-
ment of Uttar Pradesh have submitted to
the Planning Commission their devclop-
ment schemes for inclusion in the Second
Five Year Plan ; and

(b) if s», the total expenditure involved
in the implementation of these schemes
and the manner in which it will be ap-
portioned between the Centre and the
State ?

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

(b) The cost of schemes included in
the draft plan of the State Government
was Rs. 725 crores. The question of shares
of the Centre and the States has not yet
been considered. The draft plan has been
recently discussed between the Planning
Commission and the State Government and
is expected to be revised.

Shri M. L. Agrawal : May I know if
the State Government has urged the alloca-
tion of s>me major industries like steel or
fertilisers in that State?

Shri S. N.. Mishra: I cannot say
exactly about stecl, but there are a
number of industries that they have indi-
cated.

Shri M. L. Agrawal : What are the
Government's reactions to this demand ?

Shri S. N. Mishra: I shall require
separate notice for that,
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Shri Mohiuddin: What is the grard
total of the schemes submitted by all the
Statc.; to the Planning Commissi on ti]]
now
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Second Five Year Plan

*768. Shri Subodh Hasde : Will il e
Minister of Planndng be pleesed 1o stsie :

(a) whether it is a fact that Goverr.ment
propuse to construct a second Shipymid
during the Second Five Year Plan ; and

(b) if so, where it will be located ?

The Deputy Minister of Plenning
(ShriS.N.Mishra): (1) Nosuchcccision
has so far been taken.

(b) Does not arise.

Shri S. C. Samanta: s it not a fact
that forcign experts came and examined
some coastal places in India, and if so,
whether that has been taken into considera-
tion in settling this shipyard ?

ShriS.N.Mishra : I havenoinforma-
tion on that point, but if any team of
foreign experts came and they ivestigated,
all such things are bound to be taken into
account when the Planning Commistion
considers this problem.

Shri Achuthan : In view of the fact
that there is alrecady a shipbuilding yard in
the eact crast at Visakhapatnam and in
view of the fact that Bombay is over-crowded
with many schemes, will Government con-
sider the decirability of locating this new
yard at Cochin which is just now in a grow-
ing stage?

Shri S. N. Mishra: This amounts te
a suggestion ?
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.Dr. Rama Rao: May I know when
this is likely to be taken up and what is the
rough estimate laid down ?

_Shri Satish Chandra : A prelimira:y
estimate has been prepared by the company
according to which the cost will be about
Rs. 2,15,00,000. But certain investigaticr s
are still being made and the final estimate
may be higher or lower. I think that work
will bc taken up hortly and it will tske
about three years to complete the diy dick
from the date construction is taken in hand.

Engineers Seminar

*772. Shri L. N. Mishra: Will tlLc
Minister of Irrigation and Power hc
pleased to state :

(a) the main points discussed at the
Engineers’ Seminar held at Srinagar in
July 1955 ;

(b) the decision, if any, taken therein ;

(c) whether there is any propo:al to
associate some non-officials interested in
river valley projects, with ruch Seminars
in future ?

The Deputy Minister of Irrigation
and Power (Shri Hathi): (a) and (b).
A copy of the agenda for the Seminar and
the summary record of the conclusions
reached by the Co-ordination Committee
of Engineers is laid on the Table of the
House. [See Appendix V. annexure No.
31}

(c) Non-officials are being associated
with the Engincers’ Seminars with a view
to ascertaining their opinion on items on
which it is considered they will be able to
render useful advice.

Shri L. N. Mishra: The Seminar
seems to have accepted the formation of
National Construction Corporation. I want
to know the purpose for which it is to be
created and when it would start function-
ing.

Sbhri Hathi: The idea of having a
National Construction Corporation was
discussed and the purpose was to have a
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corporation whith would undertake the
constru-tio.1 of various dams and irri- ation
proje.ts in different parts of the country.
It was only in & primary :tazc discussion
of but a committee is beinz appointed to
work out the details as to how it would
function, etc.

Shri L. N. Mishra : Itappears the
rural electrification scheme was al:o dis-
cussed. I want to know whether any
attempt was made to ascertain the progress
made by various States as envisaged in
the First Five Ycar Pla) and by whom the
rur?nl electrification board have been set
up

Shri Hathi : Therc was no question
of establishing a rural electrification board.
The question before the seminar was that
electrification in villages was rather expen-
sive and unless it was subsidised by the
concerned State Governme:ts, it may not
be possible to have this procramme of
rural ele.trification. The Seminar endors-
ed this view and ultimately the States were
requested to sendin their plans in regard
to rural electrification for the next Five
Year Plan,

Shri L. N. Mishra : The question of
organisation and administration of river
valley projects was alto discussed, May
I know whether they were in favour of the
existing machinery like the autonomous
corporation and the Government-controlled
bodies ? Were any new suggestions made.

Shri Hathi: A committec was ap-
pointed to go into the details as to what
sort of administration or organisation would
be advantageous or most desirable, But
they could not come to a definite con-
clusion. They could not finish their
work and therefore that question could not
be finalised there,

Nandikonda Project

*773. Shri Ramachandra Reddi:
Will the Minister of Irrigation and Power
be pleased to state whether any date has
been fixed for the laying of the foundation
stone of the Dam of the Nandikonda
Project ?

The Deputy Minister of Irrigation
and Power (Shri Hathi): No, Sir.

Shri Ramachandra Reddi: May I
kaow what the probable date might be and
whether the Prime Minister is being in-
vited to lay the foundation stone ?

Shri Hathi: The probable date is—
we understand from the Andhra Govern-
ment—sometime in December,

Shri Ramachandra Reddi : The
other question has not been a swered.
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Shri Hathi : The Andira Govern-
ment have intimated thar they are reques-
ting the Prime Minister.

Shri Vishwanatha Reddy : May I
know whether there is lack ot azreenent
between the State Go.cernments and the
Centre regarding the person to be :ppoint-
ed as Chief Engincer for this project ?

Shri Hathi : The preliminary works
have to be carried out before the actual
dam is constructed or the foundation is
laid. There arc so niany thin 8 which
have to precede the actual construction of
the dam.

Shri C. R. Chowdhary: Is it a
fact that the allocation of Rs. 4 crores by
the Centre has not been cominuniated to
the Andhra and Hyucrabad tates so that
they may start the work ?

Shri Hathi: A Control Board has
been established only six weeks back and
the . proposals for cominon works should
come from it. As no proposals have come
yet, the matter could not ke finalised.
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Shri B. K. Das: May I have an
idea of the items or proposals that aze
being discussed

Shri Sadath ANl Khan: At this
stage it will ot be in the interest of the
public to disclese them.

Assistance to Sudan

*776. Sardar Igbal Singh : Will the
Minister of Commerce and Industry
be pleased to state :

(a) whether it is a f>ct that the Sudanesc
Government have requested tha Govern-
manrit of India to set up textile plants in
Sudan; and

\b) if so, the steps .aken so far b
the Government of India in the matter

The Minister of Industries (Shri
Kanungo) : (a) No Sir; th:y have soughs
our assistarceé in maki'g available the
service of one or two textile experts to
undertake a plannirg survey for estab-
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lishmen. of a cotton textile indastre in
Sudan.

(b) Arrangcments are a foot to send an
expert to assist and advise the Sudarese
Government.

Sardar Iqbal Singh: May I kncw
whether the Government has  received
any other request from the Suden Govern-
l'p.ent, for helping in their industriali: a-
len !

. Shri Kanungo : We have received
this proposal; we have received no other
proposal.

Coir Board

. *777. Shn1 S, C. Samanta : Will the
Minister of Commerce and Industry
be pleasea to state:

\8) tne amount given to the Coir
Board by the Central Government and
how the sum has been spent - up-to-
date ; and

(b, whether the Board has taken
any active steps to set up research
organisations and co-operative societies ?

The Minister of Industries (Shri
Kanungo) : \a) A statement is laid on the
Table of the House. [S¢c Appendix V,
annexure No. 33]

(b) Yes, Sir.

Shri S. C. Samanta : May I
know .he number of research organisa-
tions that have been set up by the ad-
hoc committee ?

Shri Kanungo : The ad hoc com-
mittee was appointed to plan out research
and statistics programmes and it nas
submitted its reports to the Coir Board,
The proposals bave not yet been received
from the Coir Board.

Shri S. C. Samanta : May I know
whether like Travancore-Cochin in other

laces also co-operative societies are being
ormed ?

Shn Knnungo ¢+ That is a programme
of the Coir Board. I do not know whether
any society has been established in the
mesantime.

Shri S.C. Samanta : May I know
what propsganda work is being done in
other  countries for the disposal of coir
materiel ¢

Shri Kanungo : That work has not
started yet.

Tea
*778. Dr. Rama Rao: Will the Minis-
ter of Commerce and Industry be
pleased to state :
\a, whether it is a fact that (he ex-
port duty on tea has been i1educea by
half recently ; and
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\b) if so, the reasons therefor ?

The Minister of Commerce (Shri
Karmarkar) : (a) Export duty has been
reduced from ten annas per Ib. in March
1955 to eight annas per lb. in Apriland May
and four annas per lb. in June and July.
Thelbduty for August 1955 is six annas
per lb.

(b) Under the present slab system of
export duty on tea, duty is related to the
price of tea so that it rises or falls with
the price of tea.

Dr. Rama Rao : May I know the
;mou;ﬂ we lose by this reduction of export
uty

Shri Karmarkar : It del:ends on the
extent to which tea prices fall.

Dr. Rama Rao : In view of the pub-
lished statement that the tea estates have
been reaping huge froﬁts, even up to
60 per cent, may I know what is the
special reason for reducing this export

uty ?

Shri Karmarkar : The question of
profit is separate from the justification
for the present system of import and
export duty. The imposition of export
duty has now been made to correspond
to the rise or fall in the prices of tea sothat
in any case, tne export does not suffer
from any high duty or when the prices rise a
situation does not arise when we are not
able to mop up the profit to a sufficient
extent.

Dr. Rama Rao : May I know
whether the reduction in export duty was
necessitated by difference in international
prices for competition with other countries ?

Shri Karmarkar : Sir, I thought
my hon. friend knew that when prices
rise inordinately and when export duty
is smaller than what it should be in view
of the high prices then the additional
prcfit is not sought to be mopped up by
the Government, it goes to the concerned
exporters; and when prices fall then the
export duty which was earlier based upon
higher prices is really inordinately higher
than what it should be with the result
that export begins to suffer. In order to
stabilise our export this new method has
been found out and it is proving effective.

Shri Joachim Alva : In giving the
benefit of the export duty to the producer
has Government watched the reaction
of the Indian consumer when the prices
have jumped up ?

Shri Karmarkar : I wish my hon.
friend tables a separate question with
regard to this.
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Aid from Russia

*779. Shr1 M. L. Dwivedi : Will the
Prime Minister be pleased to state
whether any e¢conomic and technicel aid
has been offered by U.S.S.R. to India
during his recent visit to that country?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : No specific economic or tech-
nical aid was asked for or offered by the
U.S.S.R. t 0 India. In the joint statement
issued by the Ch?irman of the C.undl
of Ministers of the U.S.S.R.
and the Prime Minister of India on June
22nd, reference was made to the mutual
benefits of e onomic cooperation and the
two Prime Ministers agreed to promote
and strengthan the relations  bet-
ween their countries in the economic
and cultural fields as well as in scienfiic
and technical research.
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*780. Shri Rishang Keishing : Will
the Prime Minister be pleased to state :

(a) whether it is a fact thar a large
number of persons from NEFA who
-are involved in" various cases of murder
have been absconding ;

(b) if so, their number ;

(c) whether it is also a fact that
many of the absconders have been ar-
rested by the Burmecse Militia ; and

(d) if so, the number of such arrests
so far made ?

The Parliamcntary Secretary to
the Ministerof External Affairs (Shri
J. N.Hazarika): (a) to (d). The exact num-
ber of such absconders who were involved
with various cases of murder,and other
crimes is not known. 64 of them were,
however, arrested by the Burmese authori-
ties and handed over to us. 50 of them
were released on giving undertakings of
good behaviour as they were not involved
in any severc action. 14 are awaiting
trial.

Shri Rishang Keishing : May I
know the cxact number of government
officials, government cmployees and
ather tribal supporters of Government
killed by these people ?

Shri J. N. Hazarika : There is an-
other question in this respect—Question
No. 789--and if you will permit me, Sir,
I will read the answer to that question.

Mr. Speaker : The hon. Member
may put question No. 789 which stands in
his name.

N.EFA.

*789. Shri Rishang Keishing
Will the Prime Minister be pleased
to state :

(a) whether it is a fact that the Armed
Forces of the Burma Government are
giving co-operation in the effort of the
Indian Government in putting down the
disturbances in the District of Naga
Hills and the Tuensang  Division of
N.E.F.A.;

(b) the number of Nagas arrested
by the Burmese Armed Forces and
handed over to the Indian Army;
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(c) the total number of persons ar-
rested in  connection with the present
disturbances in the Naga Hills and
N.E.F.A.; and

(d) the extent of losses in lives and
px";)pc?rtlcs suffered so far by beth the
sides

The Parliamentary Secretary to
the Minister of External Affairs (Shri
J. N. Hazarika) : (a)to (d). The Govern-
ment of Burxpa are giving their help and
co-operation in apprehending the abscon-
ders who escape into their territory. They
have handed over 68 absconders. In the
present disturbances about 25 lives have
lost—s Assam Rifles, s Loyal villagers
and 15 Hostiles. So far as loss of property
iv_concerned, onc loyal village consisting
of 60 houses and 25 granarics was burnt
down and another village looted by hostile
element.  An office and a godown were
al‘o burnt. The total number of arrests
effected so far come to 339 out of which
293 p:rsons have been released after
obtaining u_ndcrtakinas of good behaviour.
Of the remaining 46 one has been sentenced
to two years imprisonment and 45 arc still
awaiting trial.

I t_hinlg the answer which I have now
read will give the reply to the hon. Member’s
supplementary on question No. 78o.

Shri Rishang Keishing : May I
know to which group or party these mur-
derers belong and what is the approximate
number of these people °?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : It is very difficult to indjcate
partics and groups ; they do not display
their pairy symbols, ’

Shri Rishang Keishing : May I
know whe:her the Governmen' has any
idea about the strength ef these pezople?

Shri Jawaharlal Nehru : It is
rather difficult to give any precise informa-
tion because thesc people are spread out.
We ate given to understand that a number
of them were in possession of automatic
weapons and, possibly, their strength
might be 400 or soc spread over thar
area.

Shri Rishang Keishing : May [
know whether the Government is in re-
ceipt of any information about the meeting
of Shri A.Z. Phizo, leader of the Naga
National Council, with the Governor of
Assam and the Chief Minister of Assam ?

Shri Jawaharlal Nehru: Yes. We
have lea;nr that a deputation met the
Governor of Assam and subsequently they
issued a statement condemning violence,
calling upon the people to desist from it
and supporting the Government in any
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action it may take against those
who commit violence.

Shri Rishang Keishing : May I
know wherher the hon. Prime Mini-te,
will now, in view of the statement issued
by the Naga National Council, be willing
to receive a deputation from the Naga
Hills if they want to send one to Dclhi?

Shri awaharlal Nehru : [ am

always prepared to meet any Indian national.

Second Five Year Plan

_*782. Shri Viswanatha Reddy :
Will the Minister of Planning be pleased
to state :

(a) whether the main decisions re-
smarding the targets, expenditure, and
She financial implications, in  respect
ot the formulation of the Second Five
Year Plan have been made; and

(b) if ~o, when the final detail, of
the Plan are likely to be completed and
the Draft Plan placed before the country ?

The Deputy Minister of Planning
(Shri S. N. Mishra) : (a) No. The
work of preparation of the second five-
year planin consultation with State Gov-
ernments, - Central Ministries and others
concerned is in progress.

(b) It is hoped to place the d-aft ou:-
line of the second five-year plan beforc
Parliament and to publish it for comments
about the end of November, 195s.

Shri Viswanatha Reddy : May 1
know how many State Governments have
sent up their plans to the Planning Com-
mission so far ?

Shri S. N. Mishra : Almost all the
State Governments have submitted their
plans and we have held discussions with
about eight State Governments so far,

Shri Viswanatha Reddy : May |
know whether the Government can say
categorically that the State Governments
have, in framing their Second Five Year
Plan, conformed to the idea that therc
must be an industrial bias in the Second
Five Year Plan

The Minister of Planning and Ir-
rig.tlgon and Power (Shri Nanda):
Yes. Sir.
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Shri C. R. Chowdary: May I know
whether in submitting the plans. tte State
Governments  have submitted and
estimate of  their  financial  resources
and their availability toimplemert the
plans that they propose ?

Shri S. N. Mishra : That is exactly
the purpose of the discussions that
we are holdin7 with the State Governments
now, because we want to assess their
financial resources and also to know
what additional amount they would be
able to raise by implementing the reco-
mmendations of the Taxation Enquiry
Commission. B .

Steel

*784. Shri Sarangadhar Das : Will
the Minister of Commerce and Indus-
try bg pleased to state:

(a) the present output of steel by
private sector ;

(b) whether it is a fact that the World
Bank is considering the question of ad-
vancing loan to Tata Iron and Stecl Com-
pany Ltd., for the expansion of their steel
plant ; and

(¢) it so, thc reaction of Govern-
ment to the above proposal in the light
of the Industrial Resohw‘on of 19487

The Minister of Industries (Shri
Kanungo) : (a) 1,214.696 tons in 1954.

(b) No application has been made by
:;u: firm concerned to the World Bank for
oan.

(¢) Does not arise.

Shri Sarangadhar Das : May I
know if the application for the loan from
the Tata Iron and Steel Company is to the
Import snd Export Bank of the United
States ?

Shri Kanungo : Thev have not in
formed us anvthing abouvt it,

Shri T. B. Vittal Rao : Mav I
know  whethar tl@  Goveinmert  hav
since arrived at a decision rewarding the
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plan f{or expansion submitted by the Taras
which  was under the consideration of
the Government ?

Shri Kanungo : The first expens,on
scheme has been spproved and it is under
way. This question relates to the second
expansion scheme.

Shri T. B. Vittal Rao : What wiil
be the additional output under the first
expansion schemec

The Minister of Commerce and
Industry and Iron and Steel (Shri
T. T. Krishnamachari) : From 7,50,000
to 9,30,000 tons of finished steel.

Chemical Fertilisers

*78s. Th. Jugal Kishore Sinha :
Will the Minister of Commerce and
Industry be pleased to state:

~ (a) the exact output wis-g-vis the
installed capacity of chemical fertilisers
during 1954; and

(b) the rcasons for the difference
between the output and the installed
capacity ?

The Minister of Industries (Shri
Kanungo) : (a) A statement it is laid on
the Table of the House. [See Appendix V.
annexurc No. 34]

(b) M/s. Sindri Fertilisers and Che-
micals Ltd., could not attain full" rated
capacity for Ammonium Sulphate during
1954. M/s. PFertilisers & Chemicals
(Travancore; Ltd. who produce Am-
monium Sulphate and Super-phosphate
were closed down for three months on
account of major repairs and power short-
age. In the case of super-phosphate, pro-
duction was beclow the rated capacity as
there was not enough demand for this
fertiliser.
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Steel Plant in PEPSU

*786. Shri Subodh Hasda : Will
the Minister of Planning be pleased to
state :

(a) whether it is a fact that the PEPSU
Government have sent a proposal for the
setting up of a steel plant in that State;
and

(b) if so, the decision taken in the
matter ?

The Deputy Minister of Planning
(Shri S.N. Mishra) : (a) No definite
proposal has been received.

(b) Does not arise.

Small Secale Industries

788. Shri Viswanatha Reddy : Will
the Minister of Commerce and Industry
be pleased to state:

(a) whether any data rcgarding the
possibilities of starting small scale in-
dustries at various places have been
collected by Govcrnment ; and

(b) the nature of the proposals finalised
so far ?

The Minister of Industries (Shri
Kanungo) : (a) and (b). Data are bcing
collected.

Shri Viswanatha Reddy : May
1 know whether the technical consultants
for small-scale industries of the Ford
Founda.ion, who are giving advice to
the Government, have been consulted in
this respect

Shri Kanungo : Some of them have
gone away and the economic advisers
we have got are being consulted.

Shri Viswanatha Reddy : Have
they submitted any report ?

Shr: Kanungo : Not yet.
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Export Credit Guraaatee Corporation

*318. Dr. Ram Subhag Singh :
Will  the Minister of Commerce and
Industry be pleased to refer to the reply
given to staryed question No. 628 on the
7th March, 1955 and state :

(a) whethet the proposal for the
establishment of an Export Credit
Guarantee Corporation has since been
finalised; and

(b) if so, the details thereof ?

The Minjster of Commerce (Shri
Karmarkar, : (a) No. Sir. The opinions
ot some of the trade interests wno were
consulted are awaited and the opinions
so far received are being studied.

(b) The question does noi. arize. But
a copy of the Scheme circulated to trade
interests is placed on the Table of the
Heuse. [See - Appendix V, annexure
No. 35]

Developmsnt of Industries

*497. Skri Tulsidas : Will the Minis-
ter of Planning be pleased to state:

(a) whether it is a fac. that Gov-
ernment propose to have a common
oduction  programme for industries
in the large and small-scale sectors;

(b) if so, the names of such indus-
tries; and

(c) the details of common produc-
tion programmes, industry-wise ?

The Deputy Minister of Planming
(Shri S. N. Mishra) : (a) Yes, in the case
of certain industries.

\b) and (c). A statement is laid on the
Table of the Sabna [See Appendix V,
annexure No. 36)

Shri Tulsidas : May I know whether
the policy of price support to certain sectors
of industry is considered an essential
pre-requisite of the policy of the common
production programme for industries ?

The Minister of Planningand Irri-
ation and Power (Shri Nanda) :
ﬁ"hal may be one of the measures whicn
may have to be adopted for the purpose
of encouraging cottage industries and
realising the aim of successful common
production programme.

Shri Tulsidas : May I know the names
of such industries in which such price
support schemes have been formulated ?

Shri Nanda : These matters are now
under detailed consideration.

Shri Ramachandra Reddi : May
know whether the Rice-milling Commit-
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tee's  report has been referred 10 the
States and their remarks invited ?

Shri S. N. Mishra : The committee
has submitted the report and it is under
consideration.

Shri Ramachandra Reddi : My
question was, whether the teport has teen
referred to the State Governments and
whether, their reactions have been re-
ceived ?

Shri Nanda : That is tae normal pro-
cedure.

Shri Ramachandra Reddi : May
I know when the report will be available
for discussion in this House ?

Shri S. N. Mishra : It will be available
after the Govarnment has considered it.

Washed Coal

*764. Shri Sarangadhar Das : Will
the Minister of Production be pleased
to state :

(a, the policy of Government with
regard to the use of washed coal in the
steel plants ;

\b) whether a price structure has
been fixed of washed coal either per-
manently or as a temporary measure ;

(¢) whether it is a fact that the pri-
vate collieries are holding up the wash-
eries because the price structure nas not
been fixed un till now;

(d) if so, to what extent it affects the
steel plants ; and

(e, whether Government piopose to
take immediate steps in the matter ?

The Deputy Minister of Production
( Shri Satish Chandra, : (a) The policy
thet the steel plants should use washed
coal has been ecceoted bv the Govern-
ment. The intention 1is to set up coal
washeries in the public sector if the re-
uired quantities do not become available
rom washeries set up by private colli-
eries.

(b) The price of washed cozl (of the
Lodna Colliery’s washery) has been fixed,
subject to review, at the price of steam
coal of thc appropriate grade .

(c) No.
(d) Does not a-ise . -

(¢) Government have already declarea
that the price of coal will be reviewed and
adjusted  suitably to cover washing
costs.

Shri: Sarangadhar Das : May I know

if the new steel plants , in _makimz their
projects for production, are in any way
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handicapped because the authorities do
not know the price of the washed coal
that they will use and the locality from
where they will have to getit ?

Shri Satish Chandra: According to the
decision already taken, a State-owned plant
with a daily output of 550 tons is being
set up near Bokaro and Kargali Collieries
to supply washed coal to Rourkela and
Bhilai steel plants. The private sector
will be encouraged to put up more washer-
ies. If the demand of the new steel
plants is not fully satisfied the steel plants
will  put up their own washeries for
washing the balance quantities of coal.

Shri Sarangadhar Das : Mey i
know if it is known now that in the private
sector, the colliery owners are not in-
terested in putting up washeries ?

Shri Satish Chandra : It is not so.
About 40 collieries have applied for
erection of the washeries.

Mr. Speaker : The Question Hour
is over .

Short Notice Question and Answer

‘Third Division Clerks

S. N. Q. No. 5. Shri Kasliwal : Will
the Minister of Home Affairs be pleased
to state :

(a) whether the third division clerks
of the Central Secretariat have decided
to launch ‘direct action’ for the fulfilment
of their demands from the 16th August,
19555

(b) whether they are opposed to the
Central Secretariat Reorganization
Scheme which confirmed their present
grade;

(c) whether they have demanded the es-
tablishment of a Civil Service Arbitration
Tribunal and the extension of the Indus-
trial Disputes Act to the clerks; #nd

(d) if so, what steps Government pro-
pose to take in the matter ?

The Deputy Minister of Home Affairs
(Shri Datar ) : (a) to (d). On the 22nd
of June Government receivid a letter
from the Third Division Clerks’ Union
intimating their intention to initiate
‘direct action’ if the demands of the Union
were not conceded within 75 days. Gov-
ernment have since seen press reports and
printed leaflets published by the Union
‘in which a programme of what is
called’ direct action’ has been ann
The so-called ‘direct action’ it is
reported, was to take the form of two
processions on the 12th and the 13th
instant and attending office from the
16th onwords  dressed in progressively
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iess and less clothing. In communics-
ting their intention to launch ‘direct
action’ the Union demanded an increise
of their pay-scales to Rs. 100-10-300
and amendment of the Central Secretariat
Clerical Scheme. The letter of the 22nd
June did not refer to an Arbitration Tribu-
nal or to the Industrial Disputes Act.

2. The Union have already been informed
that while the Government are always
anxious to ensure fair and adequate re-
muneration and other conditions of service
to Civil servants in the lower income
groups within the limits of available finance,
a_ threat to participate in any form of
‘direct action’ involves a dereliction of
duty and is contrary to public interest.
In considering claims for higher pay-
scales Government cannot, consistently
with the trust which they hold from the
public with regard to public funds, over-
look the overall burden which such in-
creases may place on the taxpayer. '

3. While the Government are at all
times ready and willing to consider all
grievances, they cannot allow themselves
to be coerced by threat of or recourse
to direct action. Government have the duty
of maintaining discipline and proper stand-
ards of behaviour among Government ser-
vants and where necessary they have to'and
will take suitable action for this purpose.

Shri Kasliwal : The hon. Minister
said that they propose to use less and
less clothing. He also said that the Govern-
ment will take suitable action. May
I know whether they propose to amend
the service rules so as to ensure that these
clerks do not go to the Secretariat in
indecent clothing ?

Shri Datar : Government will consider
this question when such unfortunate action
is resorted to.

Shri Sadhan Gupta : In view of the
fact that the Minister has said just now
that they are ready to consider all the
grievances, may I know if it is not a fact
that repeated attempts have been made
to open negotiations regarding improve-
ment of the standard of the third division
clerks and those attempts have not been
heeded to by the Government ?

Shri Datar : It is not correct that their
requests were not heeded to. In fact,
in this particular case, after considering
their grievances, Government allowed two
increments to all the people who were
clerks and also two additional increments
to those who had passed the typing test.

Shri T. B. Vittal Rao: The hon
Minister said that it will involve additional
expenditure  if the demands are met.
May I know if the Government have
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- assessed the extra expenditure they will
have to incur if the demands are to
be conceded ?

Shri Datar : The extra expenditure,
I am afraid, will be more than Rs. 10
crores if all the clerks are given the in-
crements.

Shri S. L. Saksena : In view of
the hard conditions of the third division
clerks, will the Government consider
the question of settling the matter with
them by negotiation ?

Shri Datar : I may point out to the
hon. Member that they are already getting
Rs. 120/- a month,

Shri M. L. Dwivedi : May I know
if it is a fact that the Home Minister
gave a warning to the deputationists of
clerks and if so whether any agreement has
come about that these clerks will not
proceed with demonstrations and direct
action ?

Shri Datar ¢ 1 know that the Home
Minister advised them not to take recou-
rse to such uncalled for action.

Shri M.L. Dwivedi : May J know
whether they showed any willingness
to heed this ?

The Minister of Home Affairs
(Pandit G. B. Pant ) : So far as_their
conduct indicates, up to this point of time
there has been no response.

Shrimati Sucheta Kripalani : Just
now the hon. Deputy Home Minister said
that two increments have been given to
the third division clerks. Is it a fact
that those in the subordinate offices have
not received these two increments ?

Shri Datar : These have been given only
to the people in the Secretariat and attached
offices. It would be very difficult to
give these increments to others. That is
what I have said.

Mr. Speaker : Now we will go to
the next item of business.

WRITTEN ANSWERS TO QUESTIONS

Trade Delegation to Middle East

Shri Bibhuti Mishra :
142 { Sardar Iqbal Singh :

Will the Minister of Commerce and
Industry be pleased to refer to
reply given to Starred Question No.
220 on the 25th February, 1955 and
state :

(a) whether a report has since been
submitted by the Trade  Delegation
sent to the Middle East Countrics;

(b) if so, the main recommendations
made by the Delegation; and

(c) the decisions taken thereon ?
219 L. S. D.=2
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The Minister of Commerce (Shri
Karmarkar ) : (a) Yes, Sir. Copies have
been placed in the Parliament Library.

(b) A statement as laid on the Table
g{ the !ilouu. [See Appendix V, annexure
o. 37

(c) Such of the recommendations as
require action are under examination.

Trade with Middle East Countries

*743. Shri M. R. Krishna : Will the
Minister of Commerce and Industr
be pleased to state whether any trade
relations have been establish with
any Middle East countries after the
receipt of the recommendations of
the Birla Mission ?

The Minister of Commerce
(Shri Karmarkar ) : Trade relations
between India and the Countries of the
Middle East have existed since centuries
and are continuing to exist.

The Goodwill Trade Mission sent by
Government  under the leadership of
Shri M. P. Birla in December-January
last has made certain suggestions for the
expansion of India’s trade with the countries
in the Middle East, and not for the esta-
blishment of trade relations with any or
all of them.

International Tea Agreement

*744. Shri S.N. Das : Will the Minis-
ter of Commerce and Industry be
pleased to state:

(a) whether ncgotiations for a fresh
International Tea Agreement between
the countries concerned have started;

(b) if so, who has taken the initia-
tive; and

(c) the state at which the negotia-
tions stand?

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

(b) The International Tea Committee.

(c) Draft agrecment is under conside-
ration of the countries concerned.

Handlooms
*747. Shri Sivamurthi Swami
Will the Minister of Commerce and In-
dustry be pleased to state:

(a) whether any report has been re-
ceived from the State Governments
regarding the number of active and idle
handlooms in the year 1954-55; and

(b) whether it is a fact that the number
of idie looms is on the increase?
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The Minister of Industries (Shri
Kanungo) : (a) No, Sir.

_ (b) No. Sir. Not according to the
information we have.

Russian Steel Plant

. *748. Shri Krishnacharya Joshi :
Will the Minister of Iron and Steel be
pleased to state whether the Prime Mi-
aister 1n his recent visit of U.S.S.R. dis-
cussed with the Russian authorities the
de.ails regarding the Steel Plant proposed
to be set up in India with Russian aid ?

The Minister of Industries (Shri
Keanungo) : No, Sir.
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Textile Industry

*751. Shri K. G. Deshmukh : Will
the Minister of Commerce and Indus-
try be pleased to state:

(a) whether an all India survey of the
textile industries, including an inquicv
into the working of the uneconomic units,
would be launched shortly; and
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(b) whether it is a fact that a special
Bureau is being set up for this purpose

The Minister of Industries
(Shri Kanungo) : (a) A survey has
been undertaken of Textile mills in the coun-
try primarily with a view to ascertaining
the state of the machinery in use. Itis
expected that information in regard to re-
lated facts will also be collected.

(b) No special Burcau has been set up
though additional staff has been cngaged
for the purpose.

Soda Ash Plant

*752. Shri K. P. Sinha : Will the
Minister of Commerce and Industry
be pleased to refer to the reply given to
Starred Question No 413 on the 26th No-
vember, 1954, and state how far the proposal
to establish a Soda Ash Plant in Saurashtra
has materialised ?

The Minister of Industries (Shri
Kanungo) : A licence has been issued in
March 1955 for establishing a Soda Ash
plant, with capacity of 200 tons per day, at
Porbandar in Saurashtra. Itis understood
that effective steps are to be taken by the
firm concerned by September 1955.

Radio Industry

*756. Shri Jethalal Joshi : Will the
Minister of Information and Broad-
casting be pleased to state:

(a) the progress made by the Radio
Industry in India so far; and

(b) the total number of radio sets pro-
duced during 1954-55°?

The Minister of Information and
Broadcasting (Dr. Keskar) : (a) The
Radio Industry in India is entirely a post-
war development and is left to the private
sector. In 1947, there were only two fac-
tories assembling radio receivers with a
capacity of 8000 sets a ycar. There are
at present, however, 15 such organised units
with a capacity of 1,38,100 sets per annum,
though the manufacturers claim that their
capacity is about 2,67,800 sets a year.
The actual production of radio receivers
has increased from 3033 sets in 1947 to
56,603 in 1954;

(b) 57,277 radio sets were produced
during 1954-55.
Porcelain Teeth

*760. Th. Jugal Kishore Sinha :
Will the Minister of Commerce and
Industry be pleased to state:

(a) the total value of porcelain teeth
imported during the last twe years ;

-
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(b) thenamesof the countries from which
they arc¢ mainly imported;

(c) the steps, if any, taken to manu-
facture the same in this country; and

(d) the progress made so far?

The Minister of Commerce (Shri
Karmarkar) : (a) and (b). The information
asked for is .ot available, as porcelain
tecth are not separately shown in import
trade statistics.

(c) and (d). A firm in Delhi was granted
a licence in 1953 to import plant for the
manufacture of porcelain teeth. Part of
the plant has arrived and production is ex-
pected to commence in 6 to 8 month’s
time.

Shri V. K. Krishna Menon’s Visit to
China, UK. and U.S.A.

*761. Shri G. P. Sinha » Will the
Prime Minister be pleased to state the
purpose of the visit of Shri Krishna Menon
to China, U.K. and U.S.A. in the month
of June, 1955?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : Shri Krishna Menon, as Leader
of the Government of India’s Delegation
to the United Nations and otherwise also
on behalf of the Governmrent, has been en-
gaged in conversations with various govern-
ments in regard to important intcrnational
issues. Last year, at the time of the Geneva
Conference relating to Indo-China, his pre-
sence in Geneva was of great help. Subse-
quently, he has discussed these problems
as well as other international problems of
importance with representatives of the
U.S.A., U.K., Canada and China. His
visit to Peking was at the invitation of Pre-
mier Chou En-lai.

Indo-China

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

(a) whether Government have rcpeiv-
ed any reports from the three Intcmathnxl
Supervisory Commissions in Indo-China;
and

(b) if so, the nature of those reports?

The Parliamentary Secretary to
the Minister of External Affairs (Shri
J. N. Hazarika) : (a) The Government of
India have received the following reports
fcom the three International Commissions
fyr Supervision and Control in Viet-Nam,
Laos and Cambodia;

(i) First, second and third Interim
Reports from the Intcrnational Commission
iIn  Viet-Nam covar ng the periods 11-8-54
to 10-12-54, 11-12-54 to 10-2-§5 and
1I-2-55 to 10-4-55 respectively.
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(i) Interirp Report from the Interna-
tional Commission in Laos.

(iii) First and second Interim Reports
from the Internaticnal Commissicn  in
Cambodia covering the periods 11-8-54
to 21-12-54 and 1-1-55 to 3I-3-§5 respec-
tively.

(b) The reports give an account of the
activities of the three Commissions, the
progress made and the difficulties encoup-
tered by them in implementing the Cease
Firc Agreements signed at Geneva on the
20th July, 1954.

Betel Leaves

_*76s. Shrimati Ila Palchoudhury :
Will the Minister of Commerce and
Industry be pleased to state :

(a) the quantity and value of betel
leaves exported to Pakistan during the
period from the 1st January to the
3oth June, 1955 ; and

(b) the names of the States which
exported these betel leaves ; and

The Minister of Commerce (Shri
Karmarkar) : (a) and (b). During the
1st January to 30th June, 1955 betel leaves
valued at Rs. 56,554/- werc cxported to
Pakistan. Information about the quantit
of betel leaves and the States whic
exported them is not avaijlable.

Flood Control

*“966. Shri A. N. Vidyalankar :
Will the Minister of Irrigation and Power
be pleased to state:

(a) whether Government have inves-
tigated the possibilities of utilizing the
Chinese method of flood control by utilising
cheap indigenous material like bamboo,
grass and boughs of trees;

(b) whether experiments have been
tried on these lines; and

(c) if 80, where and with what results ?

The Deputy Minister of Irrigation
and Power (Shri Hathi) : (a) to (c)
Such material is used in China for protec-
ting banks as a purely temporary measure
and not as a method of flood control. This
is being done here also.

Nuclear Reactor

*769. Shri M. Islamuddin : Will the
Prime Minister bc pleased to stat :

(a) whether it is a fact that Gove
ment propose to set up a second Nuclear
Reactor, in addition to the nuclear reactor
now tein yset up in Bombay;

(o) the place wherc it will be set up;
and
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(c) the expenditure that is likely to be
incurred thereon? .

The Prime Minister and Minister
of External Affairs (Shri Jawaharial
Nehru) : (a) Yes.

(h) Site of the Atomic Energy Estab-
lishment at Trombay near Bombay.

(c) Approximately Rs. 3 crores, but the
cost depends largely on the final design.

British Jet Fighters

(Shri A. K. Gopalan :
*771.{ Shri H. N. Mukerjee :
| Shrimati Renu Chakravartty :

Will the Prime Minister be pleased
to state:

(a) whether Government have per-
mitted a large number of British jet fighters
and bombers to pass through Indian air-
ports during the last three months ;

(b) if so, their number and the facilitics
extended to them by Government; and

(c) the purpose of these flights and their
destinations ?

The Parliamentary Secretary to the
Minister of External Affairs (Shri
Sadath All Khan) : (a) and (b). Forty
R.A.F. jet fighters and bombers have been
permitted to land at Indian airports during
the last three months.

Normal refuelling and air traffic con-
trol facilities were provided to the R.A.F.
aircraft at the airports during their transit
through India. R.A.F. Air Traffic Con-
trol Officers were also permitted to supervise
the landing of these aircraft as this was a
highly technical operation.

(c¢) The destination of these aircraft
was U.K.to Singapore or Singapore to
Mauripur and back. They were engaged
in ferrying. Therc were no passengers
except on one occasion when there was one
passenger. The cargo consisted of per-
sonal luggage only.

Transit facilities to R.A.F. aircraft
through India are given in consideration
for various facilities enjoyed by the Indian
Ajr Force and their aircraft in the U.K.
Some such facilities are given by mutual
arrangement to other countries also.

Asians in U.N. Secretariat

¢775. Shri Krishnacharya Joshi :
Will the Prime Minister be pleased to
tate:

(a) whether the proposal of the in
dian™ Delegation for the increased repre
sentation of Asia at all levels in the UN
Secretariat has been asccepted ; and
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. (b) if 50, the percentage of representa
tion now given to such coumries?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : (a) Shri V. K. Krishna Menon,
Chairman of the Indian Delegation for the
last two Sessions of the United Nations
General Assembly, has drawn attention
to and pressed the need for greater and
equitable representation of Asian countries
in the staff of the United nations Secreta-
riat.  The Secretary-General of the United
Nation has acceptéd the. need for more
cquitable representation. The Govern-
ment of India is far from satisfied about the
present position in regard to the numbers
and level of representation of India and of
other Asian countries in the Sccrctariat of
the United Nations. This matter is
being pursued and the claims of India and
other Asian countries will be pressed by
our Delegation.

(b) The figures about the percentage
of representation would not give a correct
picture ofthe place of Asian countries or
of India in the Secretariat as much de-
pends upon the level of posts held.as well
as of the total figure of employees in respect
of whom the percentage is calculated.
The present number of posts held by In-
dians in the Sccrctariat on the 31st August,
1954 1s 48 in which there are no posts of the
highest level and only two among the princi-
pal officers.  The total number of Asians
and Afncans in the Secretariat is 179 out
of which six are in the principal officers’
category.  This includes China which is
now represented by the Formosan autho-
rities which has 51 posts in the Secretariat
in which three are in the principal officers
category.

Compensation

*781. Shri Gidwani : Will the Minis-
ter of Rehabilitation be pleased to
state:

(a) when Government expect to pay
compensation to all categories of displaced
persons; and

(b) whether Government have for-
mulated any scheme for issuing Bonds
to e?xpcditc the payment of compensa-
tion

The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle) : (a) Applicaticns
for compensation have been invited and
the last date for filing such applications is
26th September, 195f. It is difficult at

this stage to say, how long it  will take to
pay compensationto allcategories; but every
effort will be made to expedite payment.

(b) No.
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Trade with East Africa

*783. Shri Jethalal Joshi : Will the
Minister of Commerce and Industry be
pleased to state:

(a) the quantum of the export trade of
India with East African countrieslike Uganda.
Kenya, Tenganyika and Zanzibar ;

(b) how it compares with the last two
years’ export trade; and

(c) in case the trade in East Africa is
receding, the reasons therefor?

The Minister of Commerce (Shri
Karmarkar) (a) and (b). India’s ex-
ports to East Africa were valued at
Rs. 14.29 crores, Rs. 15 14 crores and
Rs. 17.5 crores in the years 1952-53, 1953-
54, and 1954-55 respectively. The export
trade has thus been showing a rising trend

(¢) Does not arise,

U.N. Disarmament Commission

*787.ShriKrishnacharya Joshi: Will
the Prime Minister be pleased to state:

(a) whether the Disarmament Commistion
of the United Nations have considered the
Indian proposal for an “Armaments Truce’;
and

(b) if so, its main recommendations to
the General Assembly in this matter?

The Prime Minister and
Minister of External Affairs
(Shri  Jawaharlal Nehru) : (a)
and (b). The General Assembly referred the
Indian proposal on armament truce to the
Disarmament Commission for consideration.
As far as is known, the Commission has not
yet considered the proposal. The wholc
subject of disarmament, in its variour aspects,
and the proposals from a number of countrics
relating to it, are before the Commisrion, and
no final decision have been arrived at.

Wiz & wwn
*3¥3. st Qo THo TW . WT
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The Deputy Minister of Planning
(Shri S. N. Mishra) : The Government of
Bihar have recently cubmitted a proposal for
establishing a cament factory as a part of the
Second Five Year Plan. One of the locations
stated to be under investigationison thc

I1i»-N:>1 1 frontier.
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Dambarco Fall

357. Shri N. B. Chowdhury: Will
the Minister of Irrigation and Power
be pleased to refer to the reply given
to Starred Question No. 190 on the
28th July, 1955 and lay on the Table
of the House a copy of the report of
the investigations held in 191.18 regard-
ing the Dambaroo Fall in Tripura ?

The Deputy Minister of Irrigation
and Power (Shri Hathi) : A copy of the
report is laid on the Table of the House.
[See Appendix V, annexure No. 38]

Sindri Fertilizers and Chemicais Ltd.

358. Shri Anirudha Sinha : Will the
Minister of Production be pleased to
state the number of technicians and
engineers trained so far at the Train-
ing Section of the Sindri Fertilizers and
Chemicals Limited, since its inception ?

The Deputy Minister of Production
(Shri Satish Chandra): 194.
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Hindustan Shipyard Ltd.

360. Shri D. C. Sharma: Will the
Minister of Production be pleased to
state the number of foreigners em-
ployed at present in the various depart-
ments of the Hindustan Shipyard Limited
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The Deputy Minister of Production
(Shri Satish Chandra): Nine French
technicians are at present employed
in the Hindustan Shipyard Limited in the
following positions :—

(a) Technical Director . . One
(b) Chief Shipyard Manager One
(c) Production Manager . One
(d) Outfit Engineer (Hullshop) . One
(e) Control Engineer (Outfit) One
(f) Workshop Supervisor . . One

(g) Supervisor of Draughsmen
in Hull and Outfit Drawing

Office . . . Two
(h) Mould Loft and Erection
Supervisor . . One

Loans to Displaced Persons

361. Shri Ibrahim : Will the Minis-
ter of Rehabilitation be pleased to state :

(a) the total amount of loans ad-
vanced by the Government of India to
displaced persons in the various States
during the years 1952, 1953 and 1954 ;

(b) the amounts realised out of these
loans during the above periods ;

(c) the interest, if any, due on these
loans in each year ;

(d) the total loan outstanding on the
318t March, 1955 ; and

(e) the total interest outstanding on
that date ?

The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle): (a) to (¢). The
information is not readily available. The
labour and time involved in collection
of this information will be incommensurate
with the results to be achieved.
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Handlooms

363. Shri Sivamurthi Swami : Will
the Minister of Commerce and Industry
be pleased to state :

(a) the amount in the shape of rebate
on handloom cloth actually given to the

sales depots in 1955 S0 far
State-wise : and

(b) the quantity of handloom cloth
exported upto August, 1955 ?

The Minister of Commerce and
Industry and Iron and Steel ( Shri
T. T. Krishnamachari) : (a) Information
is not available. A statement showing
grants sanctioned to States in 1955 (upto
10th August) for the rebate scheme is
attached. [see Appendix V, annexure
No. 39).

(b) 205 million yards upto end of May

1955. Precise figures of exports during
June and July 1955 are not yet available.
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Indians in Ceylon

Dr. Ram Sub Singh :
36s. {Shri R-ghunalt’;'Slnl:I{ s

Will the Prime Minister be pleased
to state the number of persons of In-
dian origin whom the Indian High
Commission in Ceylon has so far regis-
tered a?n Indian nationals since July,
1954
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The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : 4,007.

! Molasses

366, Shri K. P. Sinha: Will the
Minister of Commerce and Industry
be pleased to state the quantity of molasses
available for export this year ?

The Minister of Commerce and
Industry and Iron and Steel (Shri
T. T. Krishnamachari) : 3,000 tons.

Tawang Monastery in NEFA

367. Dr. Ram Subhag Singh: Will
the Prime Minister be pleased to state :

(a) whether it is a fact that the ecclesia-
stical officers from Tibet in the Tawang
monastery of the NEFA have now been
replaced by the local people ; and

. (b) if so, how that monastery and
its Tibetan books and litcnturgs are
being managed now ?

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : (812, The ecclesisatical officers
from Tibet have been replaced by the
local people. This change over was
cffected by the people themselves.

(b) There has been no change in the
system of management of the Monastery.
Th~ Monestery officials fall under three
different categories:

() Labrang—Who supervise the religious

affairs.

(5) Dachang— In charge of Monastery
property.

(#%) Nyerstang—In charge of rations of the
Monastery.

The Labrang Officials are responsible
for looking after the Monastery library.

Pendicherry Administration

368. Shri A. K. Gopalan : Will the
Prime Minister be pleased to state :

(@) the total monthly emoluments
at present drawn by the teachers (Primary,
Secondary and University) employed by
the Pondicherry = Administration ; and

(b) whether Government propose to
continue paying these emoluments after
the de jure transfer of power ?
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The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru): (a)

Nature of Post
Primary Education.
1. Teacher of Indian

Monthly salary.
Starting Ceiling

language . . 96 246
2. English teacher, IIlrd

order . . 96 246
3. French teacher 102 278

Secondary Education:
1. English teacher, IInd

order . 102 278
2. English teacher Ist
order . . . 148 386

Umiversity educatson :
1. Assistant  Professors

with degrees obtained

in Pondicherry . 180 536
2. Assistant  Professors

with degrees obtained

in France . . 5§50 1318

Besides, family allowance at the rate
of Rs. 10/- per mensem per child is also
admissible to every teacher and professor.

(b) The matter will be considered at
the time of de jure transfer.

Former French Possessions in India

369. Shri A. K. Gopalan : Will
the Prime Minister be pleased to state :

(a) whether it is a fact that after
the transfer of power, there has been
some reduction in the quantum or variety
of free midday meals supplied to students
in the former French Possessions in
India ; and

(b) if so, the reasons therefor and
the extent to which it has been reduced ?

The Prime Minister and Minister of
External Affairs (Shri Jawaharlal
Nehru): (a) and (b). No.
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Printing Presses

372. Pandit D. N. Tiwary : Will the
Minister of Works, Housing and Sup-
ply be pleased to state :

(a) whether it is a fact that Govern-
ment printing presses also undertake
private jobs ; and

(b) it so, the income derived from
private jobs in 1953-54 and 1954-55 ?
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The Minister of Works, Housing
and Supply (Sardar Swaran Singh):
(a) Except in the Photo Division of the
Government Photo Litho Press where
photostatinT and microfilminz work on
behalf of certain private bodies such as
Gandhi Smark Nidhi is done, no private
jobs are undertaken by the Government
of India Presses.

(b) 1953-54 1954-5S
Rs. Rs.
Printing . . . Nil Nil
Photostating and
Microfilming . . 13,127 5,770

Power Developments

373. Shri S. C. Samanta: Will the
Minister of Irrigation and Power be
pleased to state :

(a) the number of Power Develog-
ment Schemes received so far from the
various States, State-wise :

(b) the number of the Schemes sanc-
tioned and the number of those which
have been completed ;

(c)pwhether the remaining  schemes
are expected to be completed  within
the First Plan period ; and

(d) whether the Power Wing of the
Central Water and Power Commission also
dealt with the small town and rural electri-
fication schemes ?

The Deputy Minister of Irrigation
and Power (Shri Hathi): (a) to }c) A
statement is laid on the Table of the
House. [See Appendix V, annexure
No. 40.1

(d) Yes Sir. They furnished their,
technical opinion on these Schemes to the
Planning Commission.

Exhibitions

374. Shri Radha Raman: Will the
Minister of Commerce and Industry be
pleased to state :

(a) whether Government have ac-
cepted the invitations from other coun-
tries to participate in exhibitions there
in 1955 ;

(b) if so, the names of the countries
who extended the invitations ;

(c) the nature of these exhibitions
and the types of exhibits that India proposes
to send there for display ; and

(d) the names of the places where
these exhibition will be held ?

The Minister of Commerce and
Industry and Iron and Steel ( Shri
T. T. Krishnamachari) : (a) Yes, Sir.

(b) to (d). A statement is attached. [See
Appendix V, annexure No. 41]
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Coal Commissioner’s Department

375. Shri Sadhan Gupta : Will the
Minisier of Production b: pleased to
state:

(e) the primary conditions that are
required to be fulfilled by a Depart-
mcent to be declared permanent ; and

(b) whether the office of the Coal
Commissioner fulfils those conditions ?

The Deputy Minister of Production
(Shri Satish Chandra) : (a) The main
coadition is that the work of the department
should be of a permanent character.

(b) While the part of the Coal Com-
missioner’s Organization which deals with
production in State Collieries can be said
to fulfil the above condition, rest of the
Orga isation which was created for the
administration of controls is not of a per-
manedt character. The matter is, however
inder consideration.
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Fertilisers

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

(a) the total production of fertilisers
during the year 1954-5$; and

. (b) the annual consumption of fer-
tilisers in Andhra ?

The Minister of Commerce and
Industry and Iron and Steel (Shri T.
T. Krishnamachari) : (a)

Ammorium Sulphate

364,636 tons
Super-phosphate

102,730 tons

(b) About 80,000 tons out of which
70,000 tons is in the form of Ammonivm
Sulphate and thc rest in the form of such
fertilisers as Super-phosphate. Urea etc.

N.E.F.A.

378. ‘Shri Rishang Keishing : Wil
the Pl"lme Minister be_plcased to state :

(a) whether it is a fact that some high
officials of the Ministry of External Affairs
visited the Naga Hils and Tuensang
Division of NEFA recently ; and

(b) if so. purpose of their visit,

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru) : (a) and (b). A senior official of the
External Affairs Ministry visited Tuensang
in March this year as he had visited the
other divisions but not this onc before.
The purpose of his vicit was to acquaint
himself with the iocul problems and discuss
them with the local administration,
regarding the building of roads. schools,
hospitals and maintenance of law and
order.

Forward Contracts in Cottop

379. Sardar Igbal Singh : Will the
Minister of Commerce and Industry
be pleascd to state :

(@) the number of applicatiors re-
ceived so far- by the Forward Markets
Commission during the current ycar
for permission in forward contracts in
cotton :
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(b) the namgs of the States from which
these applications have been received ; and

(c) the names of the States where
permission for -forward contracts in
cotton has been granted so far?

The Minister of Commerce and
Industry and Iron and Steel (Shri
T. T. Krishnamachari) : (a) 30.

(b) Bombay, Madhya Pradesh, Hydera-
bad, Punjab, Madhya #8harat, Saurashtra
PEPSU, Rajasthan, Aimer and Delhi.

(c) Bombay.

Manganese ore

380. Dr. Rama Rao : Will the Minis-
ter of Commerce and Industry be
pleased to state :

(a) the toral value of

Manganese
Ore exported in 1951 ;

(b) the quantity produced annually
in the States of Andhra and Madhya
Pradesh since 1951 ; and

(c) the number of ferro-manganese
plants existing in the country at pre-
sent ?

The Minister of Commerce and
Industry and Iron and Steel (Shri
T+ T. Krishnamachari) : (a)
Rs. 5.20 44,090.
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(b) Andhra  Madhya Pradesh
In 1951 66,355 tons 200,769 tons
In 1952 115,617 tons 749,456 tons
In 1953  219.024 tons 914,883 tons

(Later figures not avuilable)

(¢) There are no plants solely for
production of ferro-manganese but ferro-
manganese is at present being produced in
the bldst furnaces at Jamshedpur by
The Tata Iron and Steel Co. to meet the
major portion of the internal demand.

Tribal Families in Tripurs

381. Shri Dasaratha Deb : Will the
Minister of Rehabilitation be pleased
o state :

(a) whether it is fact that a large
plot of land of Tribal pzople has been
forcibly occupied by displaced persons
at BALUCHARA of Khowai Division
(Tripura) ;

(b) whether it is fact that in spite
of repeated representations the local
authority have not yet taken any action ;
and

(c) if so, the reason therefor ?

The Deputy Minister of Rehabilita-
tion (Shri j. K. Bhoasle) : (a) and (b).
No.

(c) Does not arise.

NoTE vide footnote below col. 3687

This answer was later corrected by tte Minister of Commerce and Industry (Shri T. T.
Krishnamachari) vide Part II Debates dated 29.9.55. as follows :

“So far as ammonium sulphate is concerned, the factories were producing to full
capacity durinz the first half of the current year. The preduction of superphosphate will

increasc as the demand grows”

219 L. SD-3
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No. I6—Tuesx!ay 611y Angust, 1955. .
! Motion for Adjournrment—
| Pdlicy of Government towards freedom movement in Goa. . .
- Papers laid on the table—
Annual Report of Indian Airlines Corporation . . .
Displaced Persons Cornpensation and Rehabilitation Rules . .
President’s Assent to Bill
Companiés Bill, as reported by Joint Comrmttee-—
Motion to consider—Not concluded . . . . . e

No. 17.—Wednesday, 17th August, 1955.

Message from Rajya Sabha . . .

Committee on Private Members’ Bﬂls and Resoluuons—

Thirty-fourth Report—Presented . . . . . .
Statement re Goa situation . . . . . .
Companies Bill, as reported by Joint Comrmttee—-

Motion to consider—Not concluded . . . . . . .
Business of the House . . . . . . . .

No. 18—Thursday, 18th August, 1955.
Motion for Adjournment—

Demonstrations against Portuguese atrocities . . . .
Messages from Rajya Sabha . . . . . . .
Paper laid on the Table ) . . . .
Statement showing flood situation . . . . . .
Statement on Goa . . . . . . .
Statement on North East Frontlet Agency L. . .

Companies Bill, as reported by Joint Committee—
Motion to consider—Not concluded

No. 19—Friday, 19th August, 1955.
Business Advisory Committee—
Twenty-third Report—Presented .
Indian Arms Act—
Petition presented . . . .
Correction of answer to Starred Questlon
Elections to Committees—

Rubber Board . . . . . . . . . .

Coffee Board . . . .
Companies Bill, as reported by Joint Co-nmlttee—-Not ooncluded

Motion to consider—Adopted . . . . .
Motion re Report of Press Commission—Not concluded . . .
Committee on Private Members® Bills and Resolutions—

Thirty fourth  R:port—Adopted . .
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10141
LOK SABHA

Tuesday, 16th August, 1955

The Lok Sabha met at Eleven of
the Clock.

[MR. SPEAKER in the Chair]
QUESTIONS AND ANSWERS
(See Part I)

12.07 p.M.
MOTION FOR ADJOURNMENT

Poricy OF GOVERNMENT TOWARDS
FREEDOM MOVEMENT IN Goa

Mr. Speaker: T have received twa
notices of adjournment motions. One
of them, I am given to understand, is
not being pressed. The other also re-
lates to the same subject, but in a
little different form.

“The unhelpful ‘policy anq harm-
ful attitude of the Government of
India towards the Indian struggle
for Goan freedom, which  have
contributed to the massacre of
peaceful Indian satvagrahis by
Portuguese imperialists in Goa.”
What has happened is undoubtedly

very unfortunate. Every one of us
sympathises with those who have lost
their lives and respects them for their
courage and the sacrifice that they have
made in the cause of the nation. But,
this adjournment motion, to my mind,
will not be admissible as we have had
a debate recently on this question and
the situation is a continuing one. 1f
the hon. Member wishes to find fault
with the Government of India and
censure them, he should take some
other course, other than the procedure
of adjournment motions.

230 L.S.D.—1

. 10142

Shri Kamath (Hoshangabad): Wil
I have an opportunity?

Mr. Speaker: If he tables a motion
for censure saying that he has no
confidence in the Government, it will
have precedence. Under the rules he
will see that if he wants to go to thaf
length, he would have an opportunity.
But, he cannot bring a censure motion
indirectly in the form of an adjourn.
ment motion, which has ite own limi.
tations. The subject was discussed. If
he wants a discussion of the subject,
he has already had it. So. I do not

* think I can consent to this adjourn-

ment motion.

Shri Kamath: The situation has
taken a different turn now.

Mr. Speaker: Whatever it may be.
As 1 said. the struggle is going on
from day to day and as it increases in
intensity, we are sure to have such
incidents every day. We  cannot
therefore adjourn the House and dis-
cuss the same thing over. There is
hardly anything to discuss now after
a long discussion here, including the
remedies which the Opposition had to
suggest as to the attitude which the
Government should take. If they are
dissatisfled with the Government
attitude. the straight course is to have
a motion of no confidence in the Gov-
ernment. but not again and again an
adjournment mofion whenever any
unfortunate incident happens in Goa.
I am, however. requesting the hon.
Leader of the House. as I did before,
that he may make a statement of all
such facts as are with the Govern-
ment today. And I will repeat the re
quest which I made last time, that he
may also give inforgnationgto the House
of the happenings in Goa from time to
time in the form of statements and let

oo aemenn
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[Mr. Speaker] .
us have authorised information on the
subject. That is one part of it.

1 may also request him to state in
hig statement if there be any change
in the policy of .Government in view
of what is happening and what
happened yesterday, It is for him to
state whatever he likes, but I am
making this request so that the public
feeling on this question which is
running high may have some soothing
effect by knowing as to what the Gov-
ernment proposes to do and what the
‘attitude of the Government is.

The Prime Minister and Minister
of External Affairs (Shri Jawaharlal
Nehru): Sir, some time ago you were
pleased to intimate to me that I
should keep the House informed
about developments in regard to Goa.
I have endeavoured to dc so, some-
times by making statements in the-
House, at other times informally in-
forming Members interested.

In regard to the events which
happened yesterday it is very difficult
for me to givé any precise and
accurate information. The news-
papers this morning, hon. Members
muct have seen themselves vary great-
ly in their estimates of the casualties.

Ever since yesterday afternoon. and
-this morning, I have been in constant
touch with Bombay, because Bombay
is the best place to obtain this news,
and the most authentic information
that we have received from the Bom-
bay Government thus far is that there
have been fifteen deaths and tewenty-
eight injured. I do not pretend to say
that this is the final figure, May ke,
some more information may be coming
but this itself shows how difficult it is
to get exact information, because
these incidents happened in Portuguese
territory and there was nobody to
watch them except those whe went.
Sometimes some of these incidents
could be watched from the border or
by some foreign correspondent here
gnd there. No Indian correspondent
had been allowed entry by the Portu-

guese authorities. Thus far, therefore,
the information at our disposal is that
there are 15 dead. Two of these died
in hospital in Indian territory. They
were brought back. The others died
on the spot more or less, and there are
28 injured. Now, there is a possibility
of more deaths having occurred in a
tunnel in the Castlerock region be-
cause they went through a railway
tunnel and as they came across a bend,
they were met by a fusillade there
and a number fell, some dead, some
wounded. How many were wounded,
how many dead, it is very difficult for
people to know. Then again, a diffi-
culty has arisen because many people
went, were pushed back or came back’
after the firing. Some were arrested
or kept back by the Portuguese
authorities, and sometimes when they
were kept back and did not returnm, it
was presumed that they may have been
shot at and were dead. Therefore, it
is very difficult to give exact figures to
the House. All I can say for the presecut
is that we have official information
about 15 dead and 28 injured.

As the House knows, this entry of
satyagrahis took place in a number of
places, both round the Goa territory
and Daman in the north, As far as is
known, in Diu there was no firing.
About 81 persons went in and they
apparently are still there. It is not
quite clear what has happened to
them. Anyhow, they have not come
out. This is our latest information.
In fact, according to our informatien,
800 people are still in Goan territory.
Till this morning this is our inror-
mation, that they had not come out
or had not been pushed back. (04
course the number that went was a
much larger number, more than 2,000.

Hon. Members may have  seen
among the reports that have come 1In
the press mention of a lady, Subhadra-
bai from Sagar, Madhya Pradesh.

Some Hon. Members: West Bengal.

Dr. Ram Subhag Singh (Shahabad
South): Segar is her name.
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Shri Jawaharlal Nehru: Name?
May be. There might be some mis-
take about that perhaps. Anyhow,
Subhadrabai, from all accounts re-
ceived, acted with quite extraordinary
courage and something which fills
us with pride. Anyone, even though
he might not be an Indian, he should
be filled with pride at the courage
shown by that woman. More so for
us who are Indians, to think that this
woman went; and as far as the
accounts go, when the first firing took
place, they had, been directed by those
organising them to lie down. They
did lie down. Then, as they got up,
she got up and took hold of the
national flag and was shot at while
she was shouting Bharat Mata ki jai.
This one instance I bring to the notice
of the House. There may be many
other instances of courage which no
doubt we will get to know sooner or
later.

Now, it is not for me to say much
at this stage about the individual acts
committed there or to give a detailed
account, because I do not possess it.
Naturally, every one in this House
and in this country will deeply
sympathise = with those who have
suflered and pay a tribute cf admir-
ation to those who have given their
lives in this way.

On the other hand. from 1
accounts received, the behaviour of
the Portuguese authorities was—and I
am trying to use restrained language—
brutal and uncivilised in the extreme.
I am not aware of even any hint being
meude that these satyagrahis who went
had any kind of a weapon or arm or
anything. They went totally unarmed.
Now, according to the view of the
Portuguese authorities they may have
been committing an offence against
them. And according to that, they
might be entitled to take such action
as they think fit and proper. After all,
satyagraha is the deliberate committing
ol an offence peacefully. But the
question that arises—and it is not
only of importance in this particular
instance in Goa. but in a much larger
way, in international affairs—is this,

namely how far any Government is
justified in shooting and killing people
who are unarmed. and who are be-
having peacefully and not attacking it.
Now, if these facts are correct—and
from all the accounts that we have
thus far received. there is no question
of these satyagrahis having any arms,
or in any way attacking; in fact, in
several instances, they were seated or
they sat down on the ground, and
some reports say that they were shot
dead by certain Portuguese policemen
and others who were seated on chairs
at the time—then all this is very
extraordinary in international be-
haviour. And I do submit that the
least we can say on this kind of thing—
and I am speaking now not to the
Members of this House who require no
argument, or even to our people in
this country, but to others outside
this country—is that this kind of
behaviour is brutal and uncivilised in
the extreme.

Ncw, as you were pleased to say a
little while ago, this is not the end
of the story. Other things have
happened from day to day and are
likely to happen. The story will not
end till the objective is achieved.
Therefore, for me at this stage to say
much more about it is not easy. But
one thing I do wish to say, and more
specially, if I may refer with your
permission to that motion which you
were pleased to rule out now, {i.e, the
motion for adjournment. which criti-
cised and condemned the policy of
Government in regard to Goa, I
should personally like not that motion,
but the subject of Goa. whenever this
House chooses, to be discussed, and
the policy of Government to be dis-
cussed, because Government propose
to adhere to that policy which they
have followed to the fullest extent.
And it is for this House to express it-
self clearly in this matter. Let there
be no doubts about it. Government
propose to follow that policy. That is
the basic policy. Naturaily, in adap-
tation of that policy there are vari-

ations, of course. But the basic
policy is the policy of 3  peaceful
approach to this problem, and not
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[Shri Jawaharlal Nehru]

bhaving resort to armed force in re-
solving it. That is the basic policy.
All else are variations of this policy.
Now, we propose to adhere to that
basic policy. And naturally, in a
matter of this kind, even more so than
in other matters, we should like the
fullest support of this House, and of
Parliament and of the country. Goa
may be a small piece of territoty, but
it raises international issues of
moment, and in international matters,
naturally, Government would earnest-
ly hope for the largest measure of
support from Parliament and from the
country.

Therefore, I want this question to
be clearly appreciated as to what the
policy of Government is, and what we
ask or request this House ln regard
to that matter. That policy is not
only based on what might be said
our general approach to such pro-
blems, our basic approach, it is not
only based on the line we have adopt-
ed in international affairs, but if I
may say so, it is a practical approach,
apart from its being idealistic or not.
It is a practical approach to a diffi-
cult problem. It is a difficult problem.
And Government do not propose to
be hustled by any activity of the
Portuguese authorities, or to be forc-
ed into what they consider a wrong
action, because the Portuguese
authorities might perhaps want them
to commit that wrong action. I have
little doubt that what has been done in
Goa yesterday and somewhat earlier
too ig perhaps deliberately meant to
provoke the Government of India inte
some action which might per-
haps cover a veil on the misdeeds
or the wrong action of the Portuguese
authorities in Goa. We have no in-
tention of being diverted from what
we consider the right policy basically,
by such provocation.

But the fact remains that this is a
matter of great importance and
significance for us, and it is natural
and right for the people of India. and
for all of us, to feel deeply what is
taking place on the borders of Goa,
or inside Goan territory, or in Daman

or in Diu. I shall, as I said, keep
the House informed of what steps we
may take from time to time, as well
as about the facts of the situation.

I have no doubt that I express the
feelings of all in this House when 1
say that our sympathies go out to the
people,—well, they are dead—to those
who died, and to those who have
stiffered in this. In fact, the country’s
sympathy must necessarily be  with
them.

At the same time, we must look at
this matter in proper perspective
calmly and objectively, and Parlia-
ment and the Government should’ I
submit, move with dignity as well as
firmness in this matter, and not, per-
haps because of strong feelings, aut
in a manner which would not be in
consonance with this dignity of Parlia-
ment.

Mr. Speaker: We have all heard
the facts as stated by the hon, Prime
Minister. Naturally, our admiration
goes to those who laid their lives; at
the same time, our sympathies go to
the relations of those who are dead,
and we mourn the loss of those who
have died. I am sure ag a mark of
respect to the dead as also for offer-
ing condolences to the relations of
the deceased, the House may stand
in silence for two minutes.

The Lok Sabha then stood in silemce
Jor two minutes.

A suggestion has been made tc
me....

Acharya Kripalani (Bhagalpur cum
Purnea) rose—

Mr. Speaker: I am just referring to
the suggestion made to me about the
adjournment of the House for some
time. A suggestion has been made to
me that in view of the exceptional
things that have happened, this House
may  suspend its sitting for some
time; and I fix that time as half an
hour. The House may suspend its
business for half an hour, provided
the hon. Leader of the House agrees.

Shri Jawaharial Nehru: Yes.
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Mr. Speaker: So, the House will
meet again at One O’clock.
The Lok Sabha then  adjourned
till One of the Clock.

The Lok Sabha re-assembled at One
of the Clock.

[MR. DEpPUTY-SPEAKER in the Chair]

The Prime Minister and Minister of
External Affairs (Shri Jawaharlal
Nehru): Lest there be a misunder-
standing about what I said before we
adjourned, about one matter, I should
like to clear it up. I referred to the
lady, Subhadrabai, who was shot. 1
should like to make it clear that she
is alive; she is not dead. She is, of
course, seriously wounded and is in
hospital.

PAPERS LAID ON THE TABLE

ANNUAL REPORT OF INDIAN AIRLINES
CORPORATION

The Deputy Minister of Rehabili-
tation (Shri J. K. Bhonsle): On be-
half of Shri Jagjivan Ram I beg to
lay on the Table a copy of the Annual
Report of the Indian Airlines Cor-
poration, under sub-section (2) * of
section ‘37 of the Air Corporations
Act, 1953. [Placed in the Library. See
No. S-248/55.]

DisPLACED PERSONS COMPENSATION
AND REHABILITATION RULES

The Deputy Minister of Rehabili-
tation (Shri J. K. Bhonsle): I beg to
lay on the Table a copy of the Dis-
placed Persons Compensation and Re-
habilitation Rules, 1955, under sub-
section (3) of section 40 of the Dis-
placed Persons (Compensation and
Rehabilitation) Act, 1954. [Placed in
the Library. See No. S-249/55.]

PRESIDENT’S ASSENT TO BILL

Secretary: Sir, I have to inform the
House, that the Code of Criminal
Procedure (Amendment) Bill, 1954,
which was passed by the Houses of
Parliament during the current session,
was assented to by the President on
the 10th August, 1955.

10150

COMPANIES BILL—Contd.

Mr. Deputy-Speaker: The House will
now proceed with further consider-
ation of the following motion moved
by Shri C. D. Deshmukh on the 9th
August,  1955:

“That the Bill to c¢onsolidate
and amend the law relating 1o
companies and certain other
associations, as reported by the
Joint Committee, be taken into
consideration.”

Shri C. R. Chowdary is to continue
his speech. But I find that he s
absent from the House.

Before I call upon Shri Bansal, I
would tell hon. Members who are
getting a chance to speak here, that
I want an assurance from them be-
forehand. Again and again, I have
to ring the quorum bell and we have
become an object of criticism outside
and inside. Therefore, I want an
assurance that every hon. Member who
wants to speak will continue to  sit
here in the House and hear what
others have to say. If, on the other
hand, I find any hon, Member not
sticking to this, I won’t call him on
the next occasion jin other debates.

Shri M. S. Gurupadaswamy (My-
sore): Is it iron law?

Mr. Deputy-Speaker: It is my dis-
cretion. I want to raise the level ~f
the debate and I want the House full.
Each of us is a representative of 7%
lakh population. In a House of 500,
I find it very hard to get even 50
people. If 26 people decide, they de-
cide in the name of the 360 million
Indians. Hon. Members will kindly
consider the responsibility that they
have to bear in this House. There-
fore, I would urge upon every Lon.
Member—whether he gete an oppur-
tunity to speak or not—to be here
throughout; otherwise, we will not be
able to discharge our duty properly.
Whichever hon. Member wants to
catch my eye. I will allow ¢ him to
speak on one condition, that so far at
least as that debate is concernrd, he
will sit here and hear what ot! r have
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to say. Again and again, hon. Mem-
bers have been bringing to my
notice that Ministers are not here;
they have been making a loud com-
plaint and asking me to call the Min-
isters, one after the other, though that
was not the subject of that Minister.
They must egually bear that res-
ponsibility and see to it that we have
quorum and I am not obliged to ring
the bell again and again for quorum.

Shri M. §. Gurupadaswamy: It
should be reciprocal.

Mr. Deputy-Speaker: Does ‘re-
ciprocal’ mean that I should speak?

Shri Raghavachari .(Penukonda):
May I submit one point? You have
been pleased to be very hard. But
you must take into cuasideration the
convention and the practice that we
have, that belween 1 p.M. and 2-30
P.M., the lunch period, we can go
home; otherwise, it leads to strain »n
us,

Mr. Deputy-Speaker: This is con-
sistent with the convention that we
have developed, that during the
lunch period I would not insist upon
any quorum; no hon. Member also
need bring .it to my notice.

Shri Bansal (Jhajjar-Rewari): T am
overtaken with a sense of difidence
when I rise to speak on this subject,
and I almost feel like T. S. Elliot when
he said:

“And I have known the eyes
already,

Known them all,

The Eyes that fix you in a formu-
lated phrase.

And when I am formulated..... .
«e....then how should I begin?
And how should I presume?”.

But I presume to begin because I
think I agn one of those Members of
the House who have received the in-
Julgence of the Members of  this
Hou-e., I am also rising to speak be-
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cause I have worked on the Joint Com-
mittee, and I endorse every word of
what that committee has decided. I
also take courage to speak because 1
am one of those who have studied this
Bill not from today but from the very
time the first memorandum by  the.
Commerce Ministry was issued. 1
have talked this matter over not only
with the captains of industry—the
managing agents,—but also with the
spokesmen of shareholders. I re-
member having sat day in and day out
with Shri J. J. Kapadia, whose name
has been taken with so much respect
in this House. Therefore, when I say
anything about the managing agency
system, for it or against it, I am doing
so after weighing carefully all that
has been said by the spokesmen of the
managing agency system and by the
spokesman of shareholders.

Before I go to the major issues of
this Bill, I would Hke to put aside .
certain observations that were made
by Shri Asoka Mehta. His perfor-
mance was so brilliant that although
three or four days have passed since
he spoke, I cannot get over the
various points which he made, and I
would like, if I may with your
permission, to reply to some of them.
One of the points which he made was
about voting rights. About the
types of shares, as you know, the
Joint Committee decided that
there should be only two types
of shareholding. Shri Asoka Mehta,
quoting. the German precedent,
wanted also to give Government some
power so that they could authorise
the issue of shares with dispropor-
tionate voting rights. I endorse what
he said, and I suggest that the hon.
the Finance Minister will take that
suggestion into consideration. But I
would like to make another suggestion,
that there should be a provision for
shares of ‘no par value'. As you’
know, this question was discussed by
the Cohen Committee and after that,
it was referred to Mr. Montagu L.
Gedge, who reported that shares of
no par value have a very importent
role to fulfil. I would, therefore sug-
gest to the hon. the Finance Minister
that he should take that into accouat
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and see if even now no provision can
be made for the issuance of shures
o; no par value. This is not a matter
of principle and, therefore. I am not
making any fundamental departure
from the report of the Joint Com-
mittee.

Then, Shri Asoka Mehta referred to
social accounting. Referring to the
changed and improved method of
accounting of the companies he opined
that we must now also develop the
method of social accounting so that
the picture of private enterprise is
presented in a form easily understood
by the people and also that facts are
50 presented that some sort of a social
picture, social balance-sheet, emerges.
ft is a very good suggestion. But
what I would like to point out to the
douse is that in England where they
have had a socialist government. Pro-
fessor Stone, who is the father of
social accounting, has said this. I am
veading from the book by F. Sowell
Bray—he is an international authority
after Prof. Stone. After going into
what has been achieved in UK. so
far, Mr. Bray says:

“We would close with the com-
ment that although we have con-
sistently raised the issue of so-
called social accounts, no attempt
has been made in any of the
accounting presentations put for-
ward here to carry in any sort of
conventions to deal with sociai
costs and social benefits.”

I am only quoting this to impress
sn the House that although it may be
a very good thing to present social
accounts it is far too early for our
economy, But, nevertheless, I would
urge upon the Finance Minister ta
keep it in view so that at least as far
as the governmental enterprises are
concerned, accounts are presented in
such a way that we have a  proper
victare of social gains and losses.

Then, Shri Asoka Mehta referred—
4nd this is a very important point—
‘o the costs of private enterprise. He
aid that apart from the costs of pro-
auction which are shown in the
balance-sheet, the privale enterprise
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subjects the community to a number
-of other social costs and he quoted
from a book of Prof, Kapp of some
American University. I won’t quot
very exhaustively from this book but
even reading from the contents you
will find what the social costs Prot.
Kapp has in view, social costs in-
volved in contamination of the air
by smoke and from chimneys and
coatamination of water by wate
coming from the factories.

What I am trying to say by refer-
ring to all these things is that every
type of enterprise, every type ot
economy, is going to have some social
costs. After all when we have @
factory smoke will go into the air
and when you have a factory some sort
of dirty water will go into the rivulets
or somewhere. What we have to see
is that these costs are reduced to the
minimum possible extent.

Talking of costs, it is not as if only
private enterprise has had such costs.
Even if we walk on the road. we wear
dowr: the roads and to that extent we
are imposing costs on the community.
Apart from this, if Prof. Kapp can be
quoted, I can quote Prof. Von Mises
and Prof. Schumpeter who have re.
ferred to a large number of other
costs. of other and totalitarian types
of economies. I am not gcing into
-all these details but I will quote a
passage trom John Jewkes to show
what type of costs can be involved in
certain types of economies. It says:

“It is, at first sight,
that the new jdeas regarding
economic  organisation  should
have gained so wide and ready an
acceptance. Experience might
have been expected to restrain the
movement. The only centrally
planned economies we have so
far known have been born into,
or have finally produced societies
in which terror, sadistic cruelty
and constant insecurity have been
the lot of all save the privileged
few.”

I don't want to quote this entire
passage of John Jewkess he is a very
eminent economist and is the Stanley

strange
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[Shri Bansal]

Jevons Professor of the Manchester
University. I am not quoting from a
person who is not a  well-known
authority in his liné. Therefore,
talking of social costs is confusing the
very issue. But what impressed me in
Shri Asoka Mehta's argument was
that while attacking the managing
agency system ‘*he wanted to cover the
whole ground of private enterprise,
Now, we are not discussing the merits
or demerits of private enterprise.
What we are discussing at  present
is a limited subject and that is the
main instrument of the private sector
in this country. Whatever you might
say, the organs of private enterprise
have been managed through the in-
strumentality of the managing agency.
Except in banking and insurance, by
and large, about 90 per cent. enter-
prises are run by the managing agency
system and, therefore, what we are
discussing at present is new that in-
strument, how that tool, of private
enterprise has functioned in this
country,

A large number of speakers have
spoken from the very first cause, that
is, after the first amending Bill of 1936
was passed, as to the misdeeds of the
managing agency system. Reporis
have been quoted. My friend, Shri_
Shah, could not resist the temptation
of quoting the report of a Registrar
of Joint Stock Companies. Many
such things have been quoted. But.
what I say is, yes, it has been admit-
ted that the managing agency system
has led to certain abuses. No one has
denied it; that is the raison detre of
this Bill. After all, this Bill hag bean
before this House because it has been
found that the managing agency <ys-
tem has led to certain abuses in the
management of companies and thuse
abuses were on the increase. That
is why, soon after independence, Gov-
ernment came out with a memorandum
and the Company Law Committee was
appointed.

Shri !otclmn Alva (Kanara): They
were not ser2 abuses, but grave
whuses.
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Shri Bansal: Yes, grave abuses, and
that is why the Company Law Com-
mittee was appointed to go into all
these grave or highly grave abuses.

There were on the Company Law
Committee the representatives, again
I say, of the managing agents, the
shareholders, the workers and of this
Parliament. The Company Law Com-
mittee, after listening to the entire
evidence, the evidence of the types of
persong referred to by my friend Shri
Shah, after sifting and going through
all this voluminous material, came to
certain conclusions and their conclu-
sions are before us in the form, of
the Report of the Company Law Com-
mittee. What did they say? They
came to this conclusion which they
recorded in para. 115 of the Report:

“We feel that shorn of the
abuses and malpractices which
have disfigured its working in the
recent past, the system may yet
prove to be a potent instrunent
for tapping the springs of private
enterprise. Its adequacy and ef-
fectiveness in future, will, how-
ever, depend not merely on the
promptitude and thoroughness
which the evils which have clung
to it are removed, but also on the .
energy, enthusiasm and foresight
with which the managing agents
conduct their business. While it
will be for the leaders of the busi-
ness community to provide the
system with the quality and the
momentum that will be demanded
of it in future, the recommenda-
tions that we make are designed to
tighten up the relevant provisions
of the Indian Companies Act, so
that opportunities for current
abuses and malpractices may be
reduced to a minimum.”

Shri K. P, Tripathi (Darrang):
What about the socialistic pattern of
society?

Shri Bansal: I will come to ‘hat
aspect also if my hon. friend will be
patient. -
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What I am trying to say is that the
entire evidence was sifted by themi.
I armh certain that Shri Khandubhai
Desai was a member of this Com-
mittee; and, no one, excepting one or
two ersons, I think, signed a minute
of dissent. This Bill which is before
the House and which was amended by
the Joint Committee was based on
the recommendations of the Company
Law Committee. I will say one word
more. A large number of representa-
tive bodies appeared before the Com-
pany Law Committee. and a large
number of individuals from the oro-
fessions—from the chartered accoun-
tancy profession, from the legal pro-
fession and from the stock exchanges
—appeared before this Committee and
I do not remember anyone excepting
one person who suggested that the
managing agency system should be
ended. My information is....

Shri Matthen (Thiruvellah): Objec-
tion was taken not against the manag-
ing agency system as much as against
the abuses of the managing " agents.
There is a difference between the two.

Shri Bansak That is exactly what I
am saying. Objection was taken
against the abuses and it is only 10
remove the abuses that the Bill is be-
fore the House. Otherwise there is
no point in the Bill being before the
House. Even before the Company
Law Committee was appointed, the
Planning Commission and before the
Planning Commission the Fiscal Com-
mission, all of them had said . that
the managing agency system need
not be ended but it needed lot of
amendment. Exactly; what I am try-
ing to #mpress upon the House, and
particularly upon my friend, Shri
Matthen, is that we are trying ‘to
mend the abuses of the managing
agency system through this Bill. As
to how we are going to do it I will go
in greater detail shortly, but before
I do that I will quote a passagé
from the Fiscal Commission’s Report.
They say:

“Witnesses have drawn atten-
tion to malpractices on the part of
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some managing agents as a factor
discouraging capital formation,
This is not unfounded. The ques-
tion of introducing improvements
in the managing agency system is
under the consideration of the
Government of India who have
published for criticism tentative

- proposals suggested to them.”

They also talk in terms of impove-
ment and similarly did the Planning
Commission later on who wanted to
introduce certain changes in the sys-
tem. What I am saying is that this
Bill, which was referred to the Select
Committee, and the Bill which has
come to this House after the thorough
scrutiny of the Select Committee have
precisely done this thing, that is, they
have tried to mend this system. I
think in trying to mend this system,
we have not only achieved the objec-
tive which everyone had in view, but
also, to the persons of my persua-
sion, they have done it more
than it was absolutely neces-
sary. As I am a signatory to the Re-
port, I do not want to criticise it on
that account at all and I would be
satisfied if these various provisions are
worked in such a way that all the
abuses of the managing agency sys-
tem, which had marred its face, will
be removed. As to the manner in
which this is being sought to be done,
my hon. friend Shri Morarka, more
than whom, I can say with some
degree of knowledge, very few Mem-
bers of this House understand the in-
tricacies of the Company Law, has
in a very lucid speech the other day
pointed out the manner in which this
Bill, as amendad by the Joint Com-
mittee, is going to plug the various
loopholes. After all, what are we
doing? We are having in this Bill
about 139 penal clauses. In a Bl of
649 clauses, 139 are penal clauses. I
think this compares very favourably
with the Penal Code.

The Minister of Revenue and Civil
Expenditure (Shri M. C. Shap): In the
English Law there are so many penal
clauses like these.



10159 Companies Bill

Shri Bansal: Having put in so many
penal clauses about the actions. or in-
actions of those who are in charge ot
company management, I wonder what
more the Members of this House
would desire.

Pandit K, C. Sharma (Meerut
Distt.—South): They are more heinous
than the ordinary thieves.

Shri Bansak More than that what
the Select Committee has done is
this, Apart from giving Government
power to declare that in certain in-
dustries there need not be any manag-
ing agency in the future after 1960,
they have also given power to Gov-
ernment that when the question of
appointing or re-appointing a manag-
ing agent comes up, they can decide
whether a particular person should be
allowed to be the managing agent of
that company or not. Further ail
heritable managing agencies will be
void and no election te the office of
managing agents, by inhéritance or
device will take effect unless approved
by the Central Goverrment. One of
the criticisms of the managing agency
system was that it is a relic of the
feudal past. If a father forms a
managing agency company, it automa-
tically passes to the son even if the
son does not have the brains of the
father. To take care of that, this new
provision has been incorporated in the
Bill. Further, it has been proposed
that no person shall be appointed as
a managing agent of more than ten
companies after the 15th August, 1960.
This is another provision which has
been introduced in keeping w.th tae
ideas that are prevalent now, namely,
that there should be no concentration
of wealth or power, and that takes
me straight to the point of my hon.
friend, Shri Tripathi, who unfortu-
nately has left the House after inter-
rupting me. He said that the Com-
pany Law Committee reported betore
the socialistic pattern of society had
come into vogue, My reply is that
the Joint Committee signed this Re-
port; in fact, it considered the most
fmportant provisions of the Bill after
the Avadi resol:‘i~r had been adopted
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and they were quite conscious of what

they were doing. I think there 1s no

violence being done to our socialistic

pattern of society by circumscribing

the managing agency system by so

many hedges.

Talking of powers that Government
ere taking, I just now said that
there are 139 penal clauses. Apart
from 139 penal clauses, there are 95
clauses which empower Government
to do this or thaf with regard to a
company or a managing agency.

Shri Joachim Alva: They are all
for the black sheep.

Shri Bansal: That is exactly the
reason and the basis of thig Biil, My
only fear is that having been armed
with so vast and so wide powers it
may not be possible for Government
to exercise them properly and 1o0r
the companies and managing agencies
to function in as efficient a manner
as_possible. The Finance Minister re-
ferred to the instance of the Kandian
Ministers. I am reminded of the
lovers of the Arabian Nights who
used to take the vow of gleeping with
a sword in between them when they
went to bed, which only led to sighs
and groans of forlornness and to no
results. I am sure these powers will
be used by Government in such a
manner that something concrete will
fructify and materialise if our coun-
try is to advance. I know the manag-
ing agency system and private en-
terprise come in for a lot of criticism,
but during the last few .years if you
see the economic history of our coun-
try, private enterprise, that is, the
industrial sector. has a very proud re-
cord indeed. Shri Asoka Mehta may
take objection to the word ‘proud’,
but I would ask him: if it is not »
matter for “pride”, then what is it?
In 1947 the general index of industrial
production was 97. In 1948 it was 108
Tbday it is 166. After all what is
this prosperity that we see and talk
about in our country? This prosperity
is nothing but the increased produc-
tion in our agricultural and industrial
sectors and without this increased
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productivity our country would not
have been comparatively speaking as
prosperous and as well off today as it
has been during these seven or eight
years of our independence. Whether
you like it or not, the credit for this
must to some extent go to those
people who are manning, working and
managing the industries, Whether
you like it or not, the credit is there
at least to some extent and befcre
we think of abolishing a particular
system or criticising that system be-
yond all proportions we must bear
this in mind that whatever wé may
say for or against the managing
agency system at least a part of the
credit for this industrial prosperity
has to go to that system.

1 agree that there are abuses and
these abuses must be done away with,
That is exactly,—as I said and I re-
peat,—the purpose of this Bill and I
am sure the Juint Commiitee has suc-
ceeded in doing that in an ample
measure.

One of the criticisms that was voice-
ed by my friend Shri Asoka Mehta
was this. I am sorry I am referring
to him again and again but that is
because I respect him so much that I
cannot allow the argument put for-
ward by him to remain unanswered.
He said that in foreign countries—
accerding to some information whbich
he has,—the management charges are
only 1.5 to 2 per cent while in this
country they are 13 to 14 per cent. I
have not been able to collect many
figures on that point. Shri Asoka
Mehta has quoted from the evidence
that was given before the Joint Com-
mittee by the representatives of the
shareholders. When they referred to
the percentage of 1.5 or.2, my friend
Shr1 Morarka asked the witnesses a
question. | am quoting, Shri Morarka
said:

AN
“With your permission, 1 will
give some figures here and I would
request the witness to contradict
me if he thinks that I am wroug.

For example in the Ameriran Te
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bacco Co. the percentage paid to
the President and Vice-President
alone is ten per cent of the protit
and the income of the President in
one year alone was 11,10,500 dol-
lars or a little over Rs. 50 lakhs.
Similarly, in the National City
Bank of New York, 20 per cent of
the profits in excess 6f 8 per cent
of the capital employed at a parti-
cular time is payable to the Presi-
dent....”

The witness, Shri Parekh, said:

“We have no desire to contradict
these figures. We think they are
quite in order.”

Mr. Deputy-Speaker: Who was the
witness?

Shri Bansal: Shri Parekh was the
witness representing the Bombay
Shareholders’ Association who had
earlier stated that the percentage in
other countries was 1.5 or 2. After
these things were pointed out to him,
he said so. )

Shri Matthen: Any instance from
the United Kingdom like that?

Shri Banmsal: Unfortunately, I do
not have any such instance. But my
own impression is that no company in
the world can be managed with two
or three per cent. That is my de-
finite impression and I say that with
a certain amount of knowledge of
company management.

Shri Asoka Mehta put forward a
very big argument. After referring to
the report of the Reserve Bank he
said that the managing agencies have
been getting on the whole about 13
per cent and you are reducing it from
13 to 10 per cent. So, he said, you are
not making any remarkable reduc-
tion. This is like the question: “Did
you beat your wife?”

If the managing agencies are charg-
ing much, then of course it is wrong.
If they are charging less, even then,
it #s wrong. But, I would have expect-
ed a man of Shri Asoka Mehta's
standing to have quoted fully from
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[Shri Bansal]

this report because in the same para-
graph where mention is made of 13
per cent on the average, another thing
is also mentioned. I am sorry I am
not able to lay my hand on that parti-
cular page.

Shri S. S. More (Sholapur):
may be the difficulty of Shri
Mehta also,

That
Asoka

Shri Bansal: I can remove that diffi-
culty in a minute because it has been
said here that there are other com-
panies charging 35, 36, or 40 per cent.

Shri M. S. Gurupadaswamy: What
is the average?

Shri Bansal: The average is about
13.9 per cent. or so. But, the
law is not based on averages, The
criminal law is not made for an
average citizen; i is aot made for
Shri Gurupadaswamy; it is made for
the criminals and therefore, this law
is being made for those peupie who
have been charging very excessive
commissions. And whatIsay is that it
fully meets the requirements of the
vase inasmuch as # makes certain
things impossible for those people
who have been charging commissions
on percentage- basis on sales and
thereby fattening their profit margin
to 30 or 40 per ceunt. It makes it im-
possible for them to charge anything
more than ten per cent and I think
that it is a very great advance that has
been made.

My friend, Shri Asoka Mehta refer-
red to the question of representation
of workers on the board of directors.
He quoted from a paper circulaied by
the Flanning Commission, I think it
has come from the Labour Ministry
but the paper has been circulated by
the Planning Commission to the 1nem-
bers of the panel for labour, I hap-
pen to be a member like Shri Asoka
Mehta. I respectfully submit that
such documents which have not yet
been discussed or considered <and
which are cirqilated to members of
certain committees should not be
quoted on the floor of the Housg. Now
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that my friend has done it, may 1
with your permission, also quote cer-
tain passages from that paper? He
tried to make out a case for the inclu-
sion of workers’ representatives in the
board of directors. That very docu-
ment says:

“It goes without saying that a
strong and sound trade wunion
movement is necessary for the
effective working of an industrial
democracy. Even ardent trade
unionists in this country will ad-
mit that the situation in this
country leaves much to be desir-
ed. Political rivalries which
often come in the way of settle-
ment of disputes, lack of re-
sources, disunity among the
ranks, multiplicity of trade unions
and lack of bargaining strength
are the major ills that afflict trade
unions in the country today....
The Plan recommended that there
should be one union per industry
in an area, Multiplicity of unions
in the same establishment leads
to inter-union rivalries which
ultimately cut at the root of the
movement... . If such rivalries are
to be checked, action is needed in
the direction of reducing the
number of outsiders in trade
unions and providing for statutory
recognition of one union.”

I would like to ask Shri Asoka
Mehta one question’ very humbly.
This being the stage of trade union
movement would he like representa-
tives to be sent on the board of direc-
tors? After all, what is our ex-
perience of the working of the works
committees which were constituted
in order to have the representatives
of workers and employers sit at a
slightly lower level and discuss their
problemg amicably? - What is the ex-
perience of these? I will again quofe
from the same document.

It reads:
“Barring a few cases where

such committees have proved a
success, it may generally be said
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that the institution has not lived
up to expectations. Workers’ or-
ganisations have attributed the
failure of these committees to the
unhelpful and obstructive atui-
tude of employers. Complaints
have been made of the undesir-
able methods adopted by em-
ployers in the election of mem-
bers. On the other hand, em-
ployers have attributed the failure
of works committees to lack of
co-operation from trade
unions..,.”

Further, I would also like to say
that it is not as ‘if th¥és document
makes a complete case and says: “we
must have representatives of workers
on the board-of directors here and
now.” What they have all suggested
is that we should select a few
industries where collective bargaining
has proved a success and in these,
as an experimental measure, we
should try to do that. I am not ex-
pressing any opinion for or against
the association of workers’ represen-
tatives on the board of directors.
All that I am trying to say is that
even on the basis of this memoran-
dum from which Shri Asoka Mehta
himself quoted I do not think a case
has yet been made out for the in-
rlusion of workers’ representatives on
the board of directors.

Then, there is another practical
difficulty which I have in view. Sup-

posing Shri Asoka Mehta’s sugges- .

tion is accepted that there should be
two representatives of the workers
on the board of directors there is
another difficulty. As my friend Shri
C. C. Shah would have us believe
that there is no need for any manag-
ing agents because the main function
of the managing agents, namely, to
finance is no longer there because the
Industrial Finance Corporation gces
on giving loang freely, and if this
system of the private enterprise work-
ing by the free loans given by the
Industrial Finance Corporation comes
into vogue, then what will happen
is that the Industrial Finance Corpo-
ration will want to have one or two
representatives of its own on the
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board of directors. Now, lest my
friends here might say that I am not
on firm grounds I have here a letter
issued by the Industrial Finance Coar-
poration to one of the companies
which applied for a loan from the
Corporation.

Shri Matthen: Will the hon. Mem-
ber kindly mention thé date of the
letter?

Shri Bansal: 31st December, 1953.
I have the letter with wme and I can
very well show it to my friend if he
is so anxious to know its contents,
There is nothing secret about it be-
cause the company ultimately decided
not to take any loan from this Cor-
poration due to the reason that one
of the conditions of the loan was that
the Corporation will have the right
to nominate, whenever it chooses,
nne or two representatives of its own
on the board of directors.

Shri Joachim Alva: Why was the
company frightened to take Govern-
ment nominees? There may be many
skeletons in the cup-board i{o hcld.

Shri Bansal: What I am suggestin~
to my hon. friends is this. According
to Shri Asoka Mehta there should be
two representatives of workers; ac
cording to the Finance Corporation
there should be two representatives
of the Corporation; according to my
hon. friend Shri Morarka there should
be one or two representatives of the
minorities and according to some
shareholders who may complain there
must be two persons nominated by
the Government. Like this we will
have eifght representatives on the
board of directors from these various
sources—labour, Finance Corporation,
Government and the minorities.
Therefore, I do not know how that
company will function.

Shri Joachim Alva: May I ask the
hen. Member, has the private sector
or the managing agents been known
to have made an offer at any time
to the representatives of labour even
to sit as guest directors In their un-
dertakings?
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Shri Bansal: I can quote instances
for the edification of my hon. friend
which, on these matters, seem to be
quite restricted—and, naturally so;
I do not know anything about jour-
nalism which is his field—to show
that there are companies in this
country even today who take workers’
representatives on the board of
directors.

Mr. Deputy-Speaker: Does the hon.
Member mean to say that hon. Mem-
bers must work in compartments? A
journalist may know Company Law
also,

Shri Bansal: What I was saying is
that I do not know Journalism. That
was all I said.

Shri Joachim Alva: There are
workers’ representativec on the board
of directors in Yugoslavia.

Shri Bansal: I was saying that here
too there are companies which tcke
representatives of labour on the board
of directors. There is a very big
mill here in Delhi, which i under
vur very nose, where a representa-
tive of workers is freely elected te the
board of directors. There is free
election and all the workers vote.
The worker who is elected is made
to sit as a full director on the Board.

Shri S. S. More: With what result?

Shri Mohanlal Saksena (Lucknow
Distt. cum Bara Banki Distt.): Is
that an argument for appointing
workers’ representatives?

Shri Bansal: What I say is that if
all these ideas of my hon, friend
Shri Asoka Mehta, Shri Morarka and
Shri C. C. Shah are put into effect
and the representatives of the Corpo-
ration of my hon. friend Shri M. C.
Shah are also there, then there will
be on the board of directors at least
8 representatives of these  outside
bodies and I, leave it for the judgment
of the House as to how that compzany
will function.
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Then, Sir, that takes me straight
to the question of proportional re-
presentation which is such a pet child
of my friend Shri Morarka. I just
want to know only one thing, whether
this demand has been made from the
side of the shareholders because it is
pointed out that if there is no pro-
portional representation then the
shareholders who are in a minority
cannot have any say there and, iIn
fact, Shri Morarka went to the ex-
tent of saying that there is no use of
putting so many restrictions unless
you give proportional representation.
I would very humbly ask him whe-
ther this demand was at any time
made by the representatives of the
shareholders. I have gore through
their memorandum. I have mvself
worked, as I said in the beginning,
with Shri J. J. Kapadia, a greater
champion than whom of shareholders
the country has yet to sce. I have
never heard from him this very novel
and dangerous suggestion that the
minorities should have a representa-
tive on the board of directors.

-—
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Shri Matthen: What is the danger
please?

Shri Bansal: If the hor, Member
wants. to know I can tell him a%out
the dangers, I wanted to avoid some
unpleasantness on the floor of the
House by quoting instances and I will

‘even now desist from quoting in-

stances. Hon. Members who have
spoken on the subject, perhans have
not known the recent instances of
somne of the companies which have
come for lot of criticism in this coun-
try. I can say with some authority
that most of the criticism was due to
the fact that the board of directors
was not homogeneous. If you do not
want to repeat those very ugly in-
stances I would request the House to
think over this very calmly. It is
not a party issue. It is not an issue
on which anybody holds opinion based
on principles. I suggest that it
is wnot a matter of principle. It is
just a matter of empirical pragmatic
experience and based on the ex-
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perience of those who have known
the working of company manage-
ment.' I can tell you that unless the
Board works in a homogeneous map-
ner a company will never function
properly.

Shri S. S. More: Should there be
no opposition there?

Shri Bansal: The opposition will be
there even from the board of direc-
tors because the board of directors
cannot be a packed body under this
new Bill.

Shri S. S. More: What do you mean
by homogeneous then?

Shri Bansal: There has beer scme
improvemént made in the provisions
with regard to the election to the
board of directors and in view cf
these provisions the board of direc-
tors can never be a packed body. But,
to deliberately impose on the Board
representatives of a recalcitrant and
deliberately conceived mincrity will
be most dangerous, in my opinion,
and 1 am saying this with a lot of
sense of responsibility. I will request
my friends to consider this questioun
dispassionately and not to make it
a parly issue or an issue of passion.

Mr. Deputy-Speaker: How can a
minority over-rule a majority? They
will be there only for the purpose
of getting information.

Shri Bansal: They will not be able
to over-rule but they will always be
able to create difficulties in the
smooth functioning of the company.

Companies Bill

Shri Morarka (Ganganagar-Jhun-
jhunu): Smooth functioning?

Shri Bansal: The recent instances
in some of the companies have amply
proved this and, therefore, that is
my opiion. I am neot tryirg to
force my opinion on anybody: but
what I say is that those gentlemen
who are trying to press this point for-
ward should ‘tarry and consider.

Shri S. S. More: Is it not our ex-
perience that the abuses and mal-

practices are mostly due because the

board of directors is a packed house?
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Shri Bansal: That is exactly what
I say. Under this Bill] as amended.
it will not be a packed house. If
the hon, Member will kindly see the
provisions of the Bill he will know
of it.

Shri Matthen: Sir, I have not un.
derstood.

Mr. Deputy-Speaker: He knows the
other view and he is trying to answer
to the best of his ability.

Shri Bansal: Thie’ﬁig?here are so
many powers of investigation. There
are so many powers given to the
shareholders for approaching the
Government for getting investigation

" made into the affairs of the ccmpany

and for getting two  directors
nominated by Government if the Go7-
ernment are satisfied that th.e affairs
of the company are being conducted
in a particular manner., What I mean
to say is that there are lot of safe-
guards for the shareholders who are
in a minority.

Mr, Deputy-Speaker: The  hon.
Member referred to certain recent
instances. Do these instances r1elate
to cases where the management are
elected on the principle of propor-
tional representation?

Shri Bansal: No, Sir. They were
not represented.

Mr. Deputy-Speaker: Therefore, it
is not directly in point.

Shri Bansal: They were not -elected
but the formation of the board bv
virtue of the shareholding has been
such that there were warring grouos
in the board of directors. Please do
not let me say more on that point.

Shri S. S. More: Does he ndt want
to persuade us to his point of view?

Shri Bansal: I have already said
that I have persuaded as far as Shri
More is concerned, and I am sure
he is going to vote with me.

Mr. Deputy-Speaker: A unique in-
stance of both the Opposition and the
Government voting on the same lines
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Shri S. S. More: We always vote
on the side of truth.

Shri Bansal: Now, I would not take
more than two minutes, and I have
come to the end of my story. There
is a provision in this Bill to which 1
am a party. That provision is that
proxies can be held by non-share-
holders also. I am referring to it be-
cause I do not consider it a matter
of principle but because I believe that
this is going to create some cifficulties
inasmuch as a new class on advisers
to the shareholders, a self-styled
class, is likely to spring up and
which, without any shareholding or
any interest in the company, will get
itself nominated as proxy to the vari-
ous meetings of the shareholders.
\Not that I am totally opposed to this
idea but I would suggest that just as
in thee case of the managing agents
where you have placed a limit that a
managing agent cammot hold more
than ten managing agencies, in the
same manner, if the Government finds
that one particular gentleman is
working as a proxy to a. number of
companies then, I think Government
must come and stop that being done
indefinitely. Because, in that case,
what will happen? This class will
become a sort of parasite class and
will thrive on the real or imaginary
offerences which are likely to be
there among the various shareholders.

I shall finish with only one more
point, and that again relates o my
hon, friend Shri Asoka Mehta with
whom I began.

Shri M. S. Gurupadaswamy: You
are obsessed. '

Shri Bansal: I am, because he is
such a worthy speaker in the House
and I would also be obsessed if you
yourself made such a brilliant speech.
Shri Asoka Mehta said that the
managing agency system is no longer
playing the role of financiers and
added that the financing role of
managing agencies has become a
myth. I was looking into certain
figures. I %Yo not think you will allow
me so much time but if you did, I
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could quote to you figures from a
number of companies who have
received from their Managing Agents
financial accommodations even to a
greater extent than their entire
capital of the company in times of
difficulties,; = Without elaborating on
that point, I would just say that the
managing agency system even now
plays a role of financiers of companies
both in ordinary times and in times
of difficulties,

Although I would like to say some-
thing more, but as my *ime is up and
I would not keep the House waiting
any longer. I will end by saying
that you must please give a trial to
this amending legislation which has
been drafted by the Joint Committee
after a great deal of care. A great
rdeal of labour has gone into the pre-
varation of this amending Biil and

.1 am sure it deserves to be given a

trial by the country.

Shri G. D, Somani (Nagaur-Pali):
India foday is on the threshold of an
industrial revolution. Qur Second
Five-Year Plan envisages an ambi-
tious programme of industrialisation
both in the public as well as the pri-
vate sectors. So far as the private
sector is concerned, it .nrostly func-
tions under the system of joint stock
enterprises and naturally, therefore,
this mammoth legislation, the Com-
panies Bill. which we are now consi-
dering, will have a direct Lbearing so
far as the activities of the private
sector are concerned. I have appended
a Minute of Dissent along with
my friend Shri Tulsidas in whirh we
have drawn attention to the general
approach of the Bill as well as the
various detailed previsions I would
rertainly not like to take the valuable
time of the House by repeating thos:
arguments. My submission is this.
The primary objective of the company
legislation must be to actively assist
and encourage the promotion <and
smooth functioning of. joint stock
enterprises throughout the length and
breadth of the country and we should
apply the test whether the Companies
Bill that we have under consideration
will promote or retard the economic
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developmen: of the country.
‘admit that certain deficiencies and
defects which have come to light must
be 'removed but I am firmly of the
opinion that the primary corsidera-
tion in this legislation should be to
ensure the promotion aud smucth
working cf companies throughout thc
‘country and it is from that ccnsidera-
tion that I respectfully submit that
this Bill is too complicated, tco rigid
and too restrictive.

If you will compare this Bill, which
is the most elaborate of its kind ever
presented to Parliament, with the
United Kingdom legislation on which
model cur Bill has been designed, we
will find that while the United King-
dom legislation has got 462 clauses,
here in this Bill we have got 652
clauses with a number of sub-clauses.
apoendices and annexures and so on
and so forth. We are all aware that
the standard of literacy in the United
Kingdom is far above that of our
country and that the size of the com-
panies being formed there is als6
much greater and bigger than what
we have in this country. It will there-
fore be quite logical to say that in
an under-developed state of our
country and in view of the very am-
bitious programme of development
that we have before us, it should be
our primary responsibility to ensure
that the companies for whom we are
legislating will be able to be fcrmed,
promoted and run on smooth and
sound lines according to the provisions
of the Bill.

After all, what ¥ our cbjective? We
are thinking in terms of increasing
the national income by 25 per cent,
We are thinking of creating ten to
twelve million new jobs  in the rext
five years. We are thinking in terms
of decentralised economy. We
are also thinking in terms
of the growth and develgpment
of small-scale industries throughout
the lehgth and breadth of the country.
May I ask respectfully whether these
objectives are going to be achieved by
the Bill that is before us or whether
this Bill is going to come in the way
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of fulfilment of these objectives? It
is with that point of view that I
wculd appeal to the hon. Members to
seriously and dispassionately consider
the implications of this Bill on the
various wobjectives that we have set
before ourselves.

2 P.M.

So far as the big cébnipanies are
concerned, I know they will be able
to function alright because mostly
they are located in ¥mportant centres
like Calcutta and Boinbay where ex-
pert legal opinion like that of my
friend Shri C. C. Shah is available,
but I am quite sure that the managing
agents, if at  all they are allowed
to function, and the directors will
have to spend a lot of their valuable
time not in ¥mproving the manage-
ment and efficiency of the concerns
which are under their control but in
ensuring that nothing is allowed to
be done in the day-to-day administra-
tion of the company which will .-
volve them in committing any
breaches of law and in incurring
penalties. As just now pointed out
by my friend Shri Bansal, there are
as many as 149 clauses which have
prescribed one sort of penalty ar the
other. Apart from that, leaving aside
the question of big companies
what I want to submit is that
so far as the small companies are con-
cerned, I am very much afraid that
it will be almost impossible for the
small-scale industries in small centres
to grow and to promote companies and
to carry on their smooth function-
ing. The Bill as it stands today, is
too complex and too complicated, too
rigid and too restrictive to enable
these small-scale companies to be
able to get the necessary legal opinion
and be able to function without 1n-
curring the various penalties which
have been provided in the Bill. I
therefore submit that the primary
consideration in framing this legisla-
tion should have been to actively assist
the formation of the joint-stock en-
terpise throughout the country and
as Mr. C. C. Shah himself pomted out
the other day. to promote the indus-
trialisation of the country, But a8
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it is I find that the primary consi-
deration in framing this Bill has been
the maintenance, as the hon. Finance
Minister peinted out the other day,
of law and order in the private sector.
If the primary consideration of the
Companies Bill is only to be confined
to the maintenance of law and ordef,
1 respectfully submit that the de-
velopmental side of our economy as
to how the Companies Bill will be as-
sisting the economic development of
the country is going to be defcated.
I therefore even at this . late stage
appeal to my lawyer friends in this
House to apply their mind and see as
to how far this legislation will enable
the fulfilment of the decentralised eco-
nomy and the formation and smooth
running of small-scale industries
throughout the length and breadth of
the country.

The hon. Finance Minister while
speaking the other day hinted that
there was no departure from the prin-
ciples as originally laid down in the
Bill and the basic pattern remained
unaltered. I respectfully submit that
there has been a radical departure in
certain directiong which may have
far-reaching consequences or the eco-
nomy of our country and therefore
I do not agree that the Bill, as it
has emerged from the Jjoint Commit-
tee, does not materially differ from
the one which was referred.

Coming to the vexed question of
the managing agency sysiemy, I am

quite aware that this system has been *

a matter of controversy not only at
the present time but throughout the
last 20 or 25 years. So far as the
abuses and malpractices are concern-
ed, I will deal with this point a little
later. '~ But nobody can have any
difference of opinion about making
any provisions which will remove the
defects and deficiencies in the Act as
it stands today and which will resuit
in the ruhning of our company
management on sound and healthy
lines. The pomt however, is that the
prevalence of malpractlces and abiises
has been given emphasis out of all
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proportion and hasg overshadowed the
appreciation of the role which the
managing agency system has played
in the economic development of our
country. My friend, Shri Bansal, who
preceded me has already quoted the -
various high-powered Commissions
and Committees which have gone into
the abuses and malpractices as also
the contribution which the managing
agency system has made to the eco-
nomic development of our country;
therefore, it is not necessary for me
now to quote extensively frcm these
commissions and committees, 1 would
only like to draw the attention of
my friend to the fact that the obser-
vations of the Fiscal Commission or
the Planning Commission cr the Bha-
bha Committee were made at a time

.when the abuses and malpractices

were at their worst. We are all
aware that the war and postwar con-
ditions created opportunities for mak-
ing easy money and it was under those
abonormally boom conditions—I am
painfully aware—that a section of the
managing agency houses indulged in
unsocial activities about which the
strongest words may be used to con-
demn them. The question, however,
is that after having gone into all
these malpractices and abuses, these
high-powered and impartial commis-
sions have unanimously expressed
their view that the system should be
mended and not ended. I would quote
only a few words of the Bhabha Com-
mittee, to show what they have said
about the contribution and achieve-
ments of the managing agency system
in building the economic development
of the country, They say.

“It is also to be remembered
that organisations built up by
these reputable and established
managing agency houses wh.ck
have* provided technical, manage-
rial, and financial advice and
assistance and top level control &o
the companies and their manage-
ment have contributed much to
the development of #ndustries. ifor
the benefit of all interests con-
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cerned. Having regard to all the
circumstances, 'we consider that
in the present economic structure
of the country, it would be an ad-
vantage to continue (> rely on the
managing agency system;” and so
forth.

My point is that the malpractices and
abuses have been there during the
recent two or three years on a much
lesser scale than what they were at
the time when these views were ex-
pressed by those commissions and I
.am quite sure that if the Bhabha Com-

ittee would have been writing their
eport today, perhaps they would have
‘recommended far less rigid restric-
'tions upon the managing agency sys-
!tem than what they did at that
Fime.

Shri S. S. More: Has there been any
improvement in the morality of the
management?

Shri G. D. Somani: I will come to
e question of morality later. Sn far
the cases of mismanagement and
malpractices are concerned, my point
is that they are on the decline and
during the last two or three yc.., I
am not aware of any widespread
practice of such evils. That may be
due to the powers which the Govern-
ent have assumed in 1951: or it may
due to the fact that opportunities
re now on a much lesser scale that
hat they were in the abnormal war
nd postwar period. 'Now sellers’
Inarkets have disappeared and buyers’
markets have emerged and this is
a period of healthy competition. It
ay be due to one reason or the
ther, but my submission is that these
buses and malpractices are much
ess now than what they were at the
ime when those commissions maae
heir unanimoug recommendations
bout the managing agency system.

It may also be mentioned in this
nnection that the late Shri J. T.
apadia who was also a Member of
he Company I.aw Enquiry Committee
d who was the greatest critic of the
" anaging agency system was also a
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party to the suggestion that the system
should be mended and not ended. My
point in drawing attention to this
matter is that in this picture of the
misdeéds of a few managing agents
in an abnormal period, the entire con-
tribution that the whole system has
made during a long period has been
completely ignored or forgotten, It
should be remembered that it is the
managing agency system which has
placed India on the industrial map of
the world. It is, again, this system
due to which India occupies today the
foremost industrial position in the
East excepting only Japan. Looking
to the production of the various im-
Portant industries, whether it is
textiles, jute, sugar, cement, steel,
or engineering and chemical indus-
tries, you will find an impressive in-
crease in the production, year by
year., We are not only self-sufficient
in a number of essential items, but
our industries have been able to
export substantial quantities of their
manufactured goods in the growing
competition  throughout the world
markets, and have thereby earned va-
luable foreign exchange for the coun-
try. If one were to comparatively
analyse the positive contribution of
the managing agency system on the
one hand and the existence of abuses
and malpractices, which a few of the
unsocial elements may have perpe-
trated, on the other, I think the posi-
tion will be quite obvious that in
spite of the weaknesses and abuses,
this system has dcne a great service
to the country. As the Bhabha Com-
mittee itself says, it is still in a posi-
tion to make a vital contribution to
the economic development of the
country in the future,

Coming to the malpractices, I ask,
because certain government servants
have been corrupt or dishonest, would
you be justified in condemning the
Government machinery as a whole? I
hope my Congress friends will not
take it ill. May I go a step further
and ask, simply because, after the
achievement of our Indepenc}ence, cer-
tain opportunities have presented
themselves and a section of our Con-
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gress friends have fallen a prey and
fallen down from the high code of
character and discipline which was
laid down by the Father of the Na-
tion, will it be in order to condemn
the Congress organisation ag a whole?
Bpeaking for myself, I would say
that the Cengress organisation is do-
ing much more good to the country
than the evils which are being perpe-
trated by a section of the Congress
people throughout the various States.

Shri L. N. Mishra (Darbhanga cum
Bhagalpur): No evils.

Shri G. D. Somani: I can only say
this in reply. What one seeq in the
press, the regular scramble for power
and for office and for various other
matters going on in the various States,
bears ample testimony to the deterio-
ration jn the moral standards through-
out the country.

Shri M. S. Guwupadaswamy: We
agree with you on this point.

~ Shri G. D, Somani: Shri S, S. More
asked about the deterioration in the
moral standards. My reply is that
this deterioration in the moral
standards is not conflned to the busi-
ness community alone.

Shri S. S. More: I asked about im-
provement.

Shri G. D. Somani: It is quite pos-
sible that the business community may
have had more opportunities in that
abnormal period and perhaps the ex-
tent of their misdeeds may have been
greater than those of the other sec-
tions of the community. But, it is quite
clear that whenever an opportunity
presented itself to any section of the
community....

Mr, Deputy-Speaker: Does the hon,
Member say that it is their business?

Shri G. D. Somani: My submission
is only this. When you condemn the
managing agency system as a whole
due to the misdeeds of a certain sec-
tion of the people in a particular
period when there were easy opportu-
nities for falling a prey, you are go-
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ing too far. I am only just drawing
attention that this deterioration m
moral standards was not confined to
the business community alcne, but
this has been a common weakness of
all sections of our community. Certain-
ly every effort should be made to
improve the moral tone of the whole
country so that all sections of the
community can adjust their conduct -
on healthy lines.

Shri S. §S. More: May I know whe- -
ther the guilty part of the managing
agency system constitutes a majority
or a minority?

Shri G. D. Somani: Sir there have
been speeches off and on about the
abolition of the managing agency Sys-
tem. I submit that this is nothing
short of flogging a dead horse. Those
who are asking for the abolition of
the system, I respectfully submit, have
not properly appreciated or: realised
the significance of the tremendous
changes and tremendous restrictions
that have been provided in the Bill
under consideration. It is not a system
under which the managing agents can
draw any remuneration they like. The
managing agents used to draw com-
mission without providing for depre-
ciation; the managing agents used to
draw office allowances. The managing
agents used to draw commission on
scales as part of the managing agency
remuneration. The managing agents
used to draw in certain sectors also
a commission by acting as buying
agents. The managing agents could
indulge in a lot of interlocking. There
were a lot of other ways which were
open to the managing agents whereby
the total remuneration that they could
draw under the existng Act was some-
thing much more than what they can
under the provisions which have been
drastically modified in the Bill that we
are considering today. Even this 10
per cent., provided in the Bill, does
not tully reflect the provisions that
have been made for making allowance
for depreciation and various other
charges. I submit that if, today, any-
body floats a new company, it is just



10181 Companies Bill

quite practical to assume that it will
take 3 or 4 years before the factory
goes_into production and in the next
4 or 5 years, he will get so much libe-
ral depreciation allowances from the
Income-tax department for new plant
and machinery so that any managing
agent of a new company is not going
to get anything for the next 10 years,
not even in the nature of office allow-
ances. Not only that. The managing
agents have to work under so many
restrictions and rigid regulations,
.and I can tell my hon. friends that
there is a responsible section of ma-
naging agency houses’ today which
feels that it & not worthwhile now to
have managing agency of a company.
I would not be surprised if the new
flotations now coming up in the coun-
try may have no managing agents, in
view of the manner in which the ma-
naging agency has been made less at-
tractive from so many points of view
and has been placed under so many
restrictions and rigidities under so
many provisions of the Bill. There-
fore, 1 do not realise the enthusiasm
with which some people, even after
making ali these provisions in the Bill,
are still agitating for the abolition of
the system, because it will not be the
system which prevails today or which
was prevailing 3 or 4 years before. If
only the real implications of the dras-
tic changes which have been provid-
ed in the Bill are realised, they will
feel that the lot of the managing agent
has really been made unenviable. This
is bound to automatically result in
the elimination of the managing
agency system gradually. Even from
the point of view of the managing
agents, I am quite sure that the system
fs going to diminish gradually. There-
fore, our friends need not be so on-
thusiastic in their demand for the
abolition of a system which will come
automatically out of the sheer force
of economic factors which will operate
under the new Bill. Those who are
talking about the abolition of the
managing agency system due to the
Malpractices and abuses, also forget
that any other alternative form of
tnanagement is susceptible to the same
abuses as can be perpeirated by a
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managing agent. The hon. Finance
Minister himself drew attention to this
aspect when he said that it is not the
system, but it is the loopholes in the
Law which can enable even a director-
cortrolled company to function in an
unhealthy manner. Therefore, to say
that the managing agency system alone
is responsible for all the abuses is
just not to realise the practical side
of it. Companies lhke banking and
insurance which have been function-
mng under directors have also shown
that malpractices and abuses can be
perpetrated where the managing
agency system is not prevalent. My
point, therefore, is that it is not the
system, it is the individuals that we
have to blame. These individuals are
to be found in every section of the
community. Therefore, this fashion of
condemning the managing agency sys-
tem day in and day out has gone ra-
ther too far. It is better that we
realise the changed pattern under
which the managing agency system will
function in the future. I think the ms.
naging agency system should now be
encouraged, and if you can find any
managing agent to function under the
new Bill. then hig sacrifice, I should
say, should rather be appreciated than
saying anything to discourage the
system

1 was just talking about the econo-
mic development of the country, and
again talking from that general point
of view of developmental needs of
our country, I would appeal to°the
Members of the House that at a time
when the private sector is being given
a very primary responsibility of
investment of something of the order
of Rs. 750 crores for industrialisation
in the next five year plan, we should
talk in a manner which would create
an atmosphere wherein people will
have the initiative and enterprise to
go in for such an ambitious scheme
of industrialisation. I can make bold
to say without the least fear of con-
tradiction that we have got a team
of businessmen in this country whose
talent and experience are second to
none in the world. and whose sense
of honesty and integrity and above
all, whose spirit of patriotism 1
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second to no other section of the
community. I would appeal to the
hon. Members of this House to create
an atmosphere wherein such a team
of businessmen will be able to offer
their vital contribution to the historic
task of developing the country’s re-
sources to #n extent which is envisag-
ed under the Second Five Year Plan.
It will not do and it is not in the
country’s interests—and 1 am not
talking from the self-interest of the
business community-—day in and day
out to run down and to offer remarks
which are derogatory to the commu-
pity as a whole. The community is
proud of its achievements, of what-
ever it has been able to do so far,
and the community is eager to offer
its best for the historical task which
we have undertaken. So, it is in
this atmosphere in which we are told
by the Prime Minister and the other
leaders that everybody has to offer
his best talent and experience in
building up a new India, that I ap-
peal to the hon. Members of the House
to be a little restrained and not to in-
dulge in such criticism of the system
which might hurt the feelings of
those honest and enterprising busi-
nessmen who are at present planning
for the economic development of the
country.

I would now come to the powers
that are being taken to notify certain
industries where we will have no
more of the managing agency sys-
tem. I do not quarrel with the pos-
sibility that might arise in the future
where the Government and the House
may feel that there is absolutely no
need for the managing agency sys-
tem to continue, but as a -practical
man I would like to ask whether you
cannot achieve tihis objective even
without taking these powers. Shri
C. C. Shah the other day himself re-
ferred, and the Finance Minister also
the other day said that the company
law has to be changed quickly and
promptly to suit the changed condi-
tions of economic activity in our coun-
trv. and therefore there i no fina-
lity. Those who are experts in com-
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pany law all envisage that frequent
changes in the company law might
be necessary in the light of the ex-
perience that we gain. So, if the
company law may have to be chang-
ed again, as it is likely that it will
have to be, then what difficulty do the
Government and the hon, Menibers
envisage in abolishing the managing
agency system at the time when it
is regarded as opportune for doing sa,
by bringing. about the necessary
amendment to do away with the ma.
naging agency system either in a
particular class of industries or in
the industrial fleld as a whole? What
1 say is that the #mplications of the
uncertainty, insecurity, doubts
and fears which you will be creating
in the business field by taking these
powers are not being properly realis-
ed. On the one had you can easily
achieve your objective of doing away
with the system after five years or
whenever it ¥ necessary to do so by
bringing about the necessary amend-
ment of the Companies Act. On the
other hand, you are taking powers
which are not meant to be utilised at
least in the near future and yoy are
creating conditions of fear and doubt
and insecurity in the minds of those
who are planning for a long period.
Either the powers will be utilised or
will not be utilised. If the powers
have to be utilised, there is nothing
to prevent Parliament from passing
the necessary amendment any time
such powers are sought and are deem-
ed necessary to be exercised, If they
are not to be utilised, then there is
no useful purpose served by having
those powers in the Bill. So, in my
opinion, even from the point of view
of those who want to abolish the
managing agency system, this taking
of powers is not a salutary step, and
I would appeal to the House to rea-
lise that their objective of doing
away with the managing agency gys-
tem in the future will not in any
way be adversely affected even if
these powers are not there. We have
changed our Constitution four times
during the last few years and I do
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not foresee the slightest difficulty in
bringing about a simple amendment
in the Companies Act at any time
when/ such a necessity arises. I there-
fore feel that much harm will be done
and nothing useful will be gained by
the taking of these powers which will
enable the Government to notify such
industries as they choose. 1f how-
ever these powers have to be taken,
then I would at least ask for an as-
surance from the hon. Minister that
before any such notification in the
case of an industry is issued, a syste-
matic and comprehensive enquiry will
be made into the financial ‘and other
implications of that announcement
and that the industry concerned will
be given an opportunity to express
their views. Because, if the execu-
-tive one fine morning just says that
managing agency will not be allowed
in a particular industry, then it
might have repercussions, the impli-
cationg of which may not be properly
realised. So, I think the least that
the Government can do will be to
give an assurance that whenever any
such notification is issued, it will be
preceded by a systematic enquiry in-
to the implications of the step that
they propose to take.

‘I will now come to this question of
conflning the managing agency to ten
companies and thus eliminating and
avoiding the concentration ©of econo-
mic power and wealth in a few hands
which was so eloquently pleaded for

the other day by my friend Shr¥ C. C.

Shah. In this connection, I would
like to ask a straight question. What
is the policy of the Government? Be-
cause, so far as I have been able to
understand it, and so far as the pub-
He utterances of the Prime Minister,
the Industries Minister and the
Finance Minister go. they have all
along been asking the industrialists
to go ahead with the economic deve-
lopment of the country agd with the
establishment of new industries, and
1t is in pursuance,—of course, also of
their self-interest, as also of that
policy that many big houses are at
present plannihg new industries and
expansion of their existing ones. I
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would therefore like to have an au-
thoritative claritication from the hon
Finance Minister whether all these
big houses—Tatas, Birlas or some-
body else—are quite in order to go
on planning the establishment and
expansion of their existing industries,
or whether, as Shri Shah pointed out
the other day, they should simply
come to a dead stop amd realise that
they are not going to be allowed to
expand any more or plan any new
industry, If the idea of the Govern-
ment is that because of the fact that
these big houses are expanding or
adding new industries they are going
against the basic objective of the
State policy, then the State has got
ample powers. No industry can be
at present substantially expanded or
established without securing the ne-
cessary licence and without securing
the necessary consent frém the Capi-
tal Issues Department That being
so, how can Shri Shah or any other
Member of his way of thinking ac-
cuse the business people of gaing
against the spirit of the Act when
they plan expansion or establishment
of new industries? Let this issue be
cleared once and for all. In that case
the big business and industrial
houses would not be particular of
planning and starting new enter-
prises, If the Government thigk that
we have already got sufficient indus-
tries in the country, let them say so
plainly and these big husiness houses
will not waste their time and energy
in planning and establishing new in-
dustries. Sc far as these big houses
understand, and so far as my under-
standing goes, the basic policy of the
Government is that all the available
talent and experience in the country
should be utilised for developing the
country’s resources and if that is so
these big houses’ would be serving
the country’s Interests by expanding
their existing and esiablishing: new
#ndustrial concerns.

.

1 do not propose to go into the
merits of the particular case that war
mentioned by my hon, friend Shrf
C. C. Shah buf I think there is a 08
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of confusion in this matter when we
talk about concentration of wealth.
I can understand the various taxa-
tion measures adopted by Govern-
ment; Government have already
placed the estate duty on the statute-
book; they have already increased
the tax on hi_gh personal incomeg to
874 per cent, The concentration of
wealth and power #8 thus being taken
care of by the taxation policy of
Government.

But if this policy is to be taken to
an extent which will prevent the
present big houses from planning for
expansion or establishment of new
industries, it will be a new policy to
me and to these houses. We would
all ijke to know how big business
stands in this respect. My submission
is that the principle of putting a
ceiling on the number of companies
which a managing agency can have
is inconsistent with Government's
policy of expanding the country’s
resources, We can wait for some
more time for an application of these
ideologies.

We have been told time and aguin
by our Prime Minister that if we con-
centrate too much on the distribution
side, i? will only mean distribution

of poverty. So, from the point of

view of the interests ¢f the country,
whether a house is big or small
everybody should be encouraged to
go ahead and nothing shouid be done.
in the name of concentration of
wealth, or concentration of power, to
discourage those who arc in a posi-
tion to do a job and who have got
thé negessery [talent experience and
resources to develop the country i
the most economic and efficient man-
ner,

My hon. friend Shri Shah was &lso
very critical about the trovisions
about Secrefaries and Treasurers. I
would like to draw his attention to
the remarks of the hon. finance Mi-
nister when he said that this is a
kind of managing agency system
without teeth. Many of the powers of
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nominating directors and even of sel-
ling and purchasing have not been
conferred on these Secretaries and
Treasurers and if ithese Secretaries
and Treasurers are not allowed to
work, I am afraid it will cause great
dislocation in several companies. If
it is concentration at all I submit it
is concentration of technical, mana-
gerial and administrative personnel.
It is not concentration, in any sense of
the word, of economic power.

I would in this connection like to
draw the attention of my hon. friends
to the representation that was sub-
mitted by the Associated Chambers
of Commerce of Calcutta. They have
given various instances where there
are a number of sometimes as
many as 25, tea estates under the
management of one concern. A
single manager and a single superin-
tendent is looking after the manage-
ment of all these estates. You
cannot get the services of a top
technician for a small estate, if these
are to be fragmented. The idea,
therefore of having  Secretaries
and Treasurers, I think, is a
constructive idea, and if the limit of
ten companies remains, it will help
at least in continuing the benefits
which these various companies enjoy
by this concentration—if it can be so
called—of technical, managerial and
administrative personnel. Because
these companies are small they can-
not naturally afford to have top
technicians, because they cannot pay
the high salaries which a qualified
technician would demand. But if a
number of companies are under one
management and if they are able to
have the services of such highly paid
technicians, administrators, accoun-
tants and so on, naturally it goeg for
efficient and economic management
and there is absolutely no question of
any economid power being concen-
trated in the hands of Secretaries
and Treasurers. I, therefore think
that these provisions about Secretaries
and Treasurers are very helpful and
very useful and they should be retain-
ed as they are, Otherwise, there is
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bound to be a lot of dislocation and
disintegration of several companies.

I 'would like to draw the attention
of the hon, the Finance Minister to
clause 197. I am glad that he has
given an assurance that there are
certain genuine difficulties if the
clause remains as it # and I hope, it
will be possible for him to accept a
reasonable amendment to thig clause.
In my opinion it is not enough for
the Government just to take
powers to exempt in special
cases. It is not a question of special
cases. You have also roped i the
word “manager” there and so far as
legal opinion in certain quarters in
Bombay goes, even the top factory
managers may be classified under
this clause, or may be roped in. I
would suggest that there should be
a proper clarification and I hope the
hon. the Finance Minister will be
able to do so in his reply. He should
give a definite assurance that what is
meant is not the employment of
technicians in the shape of managers
should be worded in a way which will
be affected by this clause. Indeed I
would like that the whole clause
should be worded in a way which will
not come in the way of companies
employing highly qualified techni-
cians. So far as this limit of
Rs. 50,000 is concerned, it is quite
obvious that for the first five or seven
years, it would not be possible for
any new company to make profits.”
It will be very difficult for those com-
panies who have managing directors
and managers to do the job.

When I talk of this Rs. 50,000 I
may in passing draw the attention of
the House to a recent Government ap-
pointment which was made of a Rus-
sian expert on Rs. 4,000 a month free
of tax. This comes to something like
Rs. 1,20,000 per year. I do not know
how our socialist or communist
friends, would like an appointment of
an expert from a communist country
on the termg and conditions which
they have been criticising all along.
Here again is an example to show
that if we bave tn get an expert
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foreign technician we have got to pay
for it. There are various other in-
stances of American and Continental
experts working in various Govern-
ment projects who are drawing
Rs. 10,000 and Rs. 15,000 a month.
Therefore to place a concern under
the restriction of Rs. 50,000 a year is
to place unnecessary hardships and
difficulties. Why should # be neces-
sary to come to Government every
now and then to seek exemption from
this clause? It will, therefore be in
the best interests of the industrial de-
velopment of the country that a suit-
able amendment of this clause is
made so as to ensure that genuine re-
quirements of technical and mana-
gerial staff are not in any way affect-
ed by the operation of this provision
and companies are not forced to come
to Government for exemption every
now and then.

I would now like to come to this
vexed question of proportional repre-
sentation. My hon. friend Shri Ban-
sal has already dealt with in a very
lucid way about the implications of
this system of proportional represen-
tation. I am aware, and Shri Bansal
himself has indicated—but certainly
it will not be desirable to give any:
names here—how certain companies
have functioned recently in Bombay
when they had a board of directors
who were constantly quarreling bet-
ween themselves and how the affairs
of those companies have simply gone
to dogs. My hon. friend Shri Morar-
ka is amply aware of this instance.
When a company has got a board of
directors who are constantly quarrel-
ling between themselves then how can
the smooth functioning of the com-
pany go on? It is the actual experi-
ence of a very important group of
companies that the affairs have gone
from bad to worse during the last
two or three years owing to the pre-
sence of directors on the hoard, who
have been quarrelling between them-
selves.

Saq, so long as there #s no difference
of opinion, the question of propor-
tional representation does not arise;



I0I9I Companies Bill

[Shri G. D. Somani]
and whoever may be the directors,
so long as they are acting in a way

which is not in any way prejudicial
to the interests of the company, this

system of proportional representation .

will not serve any purpose. But when
such differences arise, and when you
force on the company some directors,
who will create a lot of interference
in the day to day working of com-
pany, then 1 say that it will very
adversely affect’ the functioning of
the company, and it will make the
task of the board simply very difficult.

My hon. friend Shri N, P. Nathwani
himself gave the example of a coali-
tion government, We all know how
the Congress-Muslim-League coali-
tion fared for the short period that
the country was ruled by them. It
might be said that this was a politi-
cal question, But apart from fits
political aspect, the fact remains that
Muslim League also swore allegiance
to the country as much as the Con-
gress, and they also said that it was
in the country’s interests to act i
the manner they did. Similarly, the
minority directors also may say that
they are doing something only in the
interests of the company., But ‘in-
terests of the company’ is a very
wide term, and it can be interpreted
in any way, The question, therefore,
js—whether it is a concern or whe-
ther it is. democracy—that unless
you have got a team of people on the
managing side who will agree between
themselves and who will act in har-
mony, the smooth functioning of a
concern #s not possible, If such a
team of people is not there, then ‘end-
less complications will arise in the
day to day management of the com-
pany. I would therefore respectfully
submit that this proportional repre-
sentation will be definitely detrimental
to the smooth functioning of com-
panies, and should, therefore be drop-
ped.

I have no quarrel with the enabling
clause, as it stands, under which any
company if it so chooses can have
that vystem of election. I have abso-
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Jutely nothing to say against it. But
I do not like Government to assume
powers to themselves to imnposce two
directors on any company, Wwhenaver
they receive any complaint from ten
per cent shareholders. This is really
a very dangerous clause, under which
a few companies might find it very
difficult to work, For, after all it
may be that circumstances may pre-
vail in a particular company in a
particilar manner, and if Government
were to exercise this power to nomi-
nate two directors on the board of
that company, who will be constantly
at loggerheads with the majority,
then that certainly would create 'a
state of affairs which is absolutely
undersirable. My submission is that
the shareholders might resort to the
various other remedies that are open
to minority shareholders, such as
going to court, going to Government,
etc. So, there can be absolutely mno
justification whatsoever for placing
people on the board, who will be con-
stantly quarrelling with the majo-
rity.

I now come to the question of the
ommhus powers which have been
placed in the hands of Government.
There are about 90 clauses, under
which the companies will have to go

.to Government for seeking their con-

sent and permission at every stage.
To take one instance, whenever any
new managing agent has to be ap-
pointed, then the permission of Gov-
ernment is necessary, The criterion
that has been laid down is fhat in
giving permission to that company to
have that managing agent, Govern-
ment will see whether he is a fit and
proper person, What is the definition
on ‘it and proper person’? Again, 1
would ask my hon. friend Shri C. C.
Shah to realise the implications ot
this clause in terms of concentration
of power and wealth. So far as one
can make out, ‘fit person’ can be
defined only as a person who has got
the necessary experience and back-
ground of industrial management. Tf
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a Government officer is going to exa-
mine the application of any new-
comer, then naturally he will class
that newcomer as an unfit person,
because he has no experience im that
line. That will only mean that only
those who are already in the line,
i.e. the big people alone will get the
certificate of fitness, and those who
have absolutely had no experience,
and who want to enter the line for
the first time, will have tc be left
out. I do not quite realise the m-
plications of this clause, I can un-
derstand the desirability of keeping
out somebody who may be undesir-
able, who may have misbehaved, or
who may have something else against
him. But to apply a positive test
of fitness and capability while graont-
ing permission will certainly lead to
unnecessary  complications, and I
think it will be better that this clause
providing for the system of giving a
eertificate of fitness and capability to
managing agents is not introduced in
the Bill,

I shall give you another instance in
this regard, Even if the company has
to increase the number of directors,
within the maximum laid down in
the articles of association, still the
company has to seek the permissicn
of Government for that increase.
I simply cannot understand .this oro-
vision. If when once the company is
floated, the articles are filed with
the Registrar, and the maximum num-
ber of directors is laid down in the
articles themselves, then where is
the necessity or the desirability of
going to Government even if one or
two additional directors have to be
added to the board for some very
essential reasons. I submit that this
is going rather too far. It does not
in any way solve the problem. If
one has to go to that extent, which
one can imagine, into all details of
work that has to be done in the com-
pany day to day, then that is quite
another matter. But in the ordinary
course, one cannot see the justifica-
tion of going to Government for their
consent even for having an additional
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director on the board within the maxi-
mum laid down in the articles.

Then again, the remuneration of
the managing director cannot be fixed,
unless it is approved by Government.
The key-stone of a joini-stock enter-
prise is democratic functioning, After
all # should definitely be recognised
that the shareholders are the ultimate
masters of their money and of their
company. Why should Government
come to the conclusion that the share-
holders cannot protect their interests,
and therefore, Government must step
in to protect their interests?

Shri S. S, More: Have they been
able to protect their interests up till
now?,

Shri G, D, Somani: Things have
changed since then, i.e. since the
period which my hon. friend Shri
S. S. More is contemplating. I know
of company meetings in Bombay
which continue for two hours, or
three hours, and sometimes even late
up to midnight and in some cases
where the meetings have to be ad-
journed also. The shareholders of
today are not the shareholders of ten
years or fifteen years ago, who did
not attend any company meetings, and
things went on at that time according
as the managing director chose. But
conditions have changed now.

I quite realise that the utmost pos-
sible publicity should be give to the
affairs and accounts of the company,
and that the shareholders must have
the fullest possible right to go into
the minutest details of work in their
company, But that is the farthest
one can go in the ordinary course of
company management. And to try
{o think that the shareholders are
unable to protect their interests, and
{herefore Government must step in at
every stage on every minor matter to
protect them, is to contemplate «the
impossible. We have got so many
things to do at present in the econo.
mic field that it will simply not be
desirable even for the Department of
Government to fritter away thelir



10198 Companies Bill

[Shri G. D. Somani]

time and energy in scrutinising small
ooints of a vast number of companies
that will be springing up throughout
the country. It would simply mean
providing for an impossible state of
_affairs, so far as one could see. I
can- understand that sort of thing in
respect of certain important matters
of policy which have got to be ap-
proved by Government. But to say
that on each and every minor detail,
one must go to the Government De-
partment and seek their approval will
mean creating unnecessary complica-
tions. I do not see the slightest justi-
fication, therefore, for some of these
powers which are sought to be taken
by Government.

Then, even if there is a slight
change in the managing agency firm
or company, Government’s approval
should be sought.

Certain powers were taken in 1951
to deal with some t#emporary diffi-
culties. Now, they are sought to be
provided permanently on the statute-
book. I can understand that if there
is a major change in the constitution
of the managing agency—you can
provide for a certain percentage—then
the Government’s permission should
be necessary, but if Government hos
to be approached for approval even
if there is a slight change, a technical
change—if somebody retires or if
somebody dies— it is again creating
a sort of unnecessary interference in
the day to day working of .the com-
pany. :

There are various other clauses—as
I said, there are about 90 or 95 of
them—under which companies have
to go to Government at every stage
for seeking their approval. At a time
when we have to concentrate on big
things and big policies, when  Dbig
development plans are under ex-
ecution, I think you are simply putting
powers in the hands of Government
which they will not be able to exercise
with the care which they deserve. We
are all aware of the deficiency of the
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administration in company law all
along. Indeed, it has beén recognised
and unanimously felt that it was not
so much the lack of legal provisions
in the present Act as the deficiency of
the administration which has been
responsible for many of the abuses
and malpractices. That being so, it is
better to tighten our administrative
machinery in implementing certain
major policies and in ensuring that
the companies, so far as the major
points. are concerned, have to seek
Government’s consent and approval.
But to stretch it too far, to provide
for each minor and minute detail to
be taken to Government for approval,
is, I personally feel doing things in a
most impractical manner, and it will
put a burden on the Government
which they may not be able to carry
out satisfactorily.

These are the few important points
to which I wanted to draw attention.
I would in the end ' again appeal to
hon., Members to dispassionately con-
sider the Bill as it stands. We are
here to make combined efforts to take
our country forward to progress and
prosperity. There are business people
who are capable of delivering the
goods, who have shown by their ex-
perience and by their achievements,
that they are capable of making a
positive contribution to the develop-
ment of the country’s resources. It
is in that spirit of encouraging the
development of the corporate sector
that the entire Bill should be design-
ed. I again repeat that the Bill
should not ke designed omnly to main-
tain law and order. That is also one
consideration and we must ensure that
our company management is on sound
and healthy lines, But the primary

" objective must be to encourage and

assist the formation of companies
throughout the length and breadth of
the country. And if the Bill, as it
stands, is passed into law, then I am
very much afraid that it will come in
the way of decentralisation of our
economy and of various small com-
panies springing up throughout the
country; there may also be various
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other complicationg which the big com-
panies may have to face. The Bill, I
quite agree, has not been placed be-
fore the House in any haste. I agree
with the Finance Minister in that res-
pect. It has been a subject-matter of
-detailed inquiry and the Joint Com-
mittee also devoted its full attention
in scrutinising and examining the
various provisions of the Bill. But
my submission is this, that in this
scrutiny and examination, the  Bill
has been made more complicated,
more cumbersome, more intricate,
more rigid and more restrictive, and
the entire developmental approach has
been subordinated to the approach of
keeping the abuses out. So far as the
major points to plug the looplioles are
concerned, there can be no difference
of opinion. The difference of opinion
is only is, as regards the extent to
which we should go in realising this
goal. We must have a healthy and
sound management, but in ensuring
that management, we should not go
too far, which will in any way
adversely affect the scope of free en-
terprise, and it is in that spirit of
examining the Bill to promote the
economic development of the country
that I appeal to all the hon. Members
of the House to see that the Bill as
it is finally passed, is designed in a
manner which will assist in the fulfil-
ment of that objective.

Mr. Deputy-Speaker: Shri Barman.
A number of hon. Members who have
appended Minutes of Dissent have
been called. As regards other hon.
Members, many of them were on the
Joint Committee. I intend giving an
opportunity to such of those hon.
Members who have not served on the
Joint Committee and have had no
opportunity to speak. :

Shri Barman: I was not on the Joint
Committee.

\

Mr. Deputy-Speaker: I know.

Shri V. B, Gandhi (Bombay City
North) rose—
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Mr. Deputy-Speaker: The hon.
Member was on the Joint Committee.

Shri V. B. Gandhi: I was just going
to say that. Because we were on the
Joint Committee, we were not allow-
ed a chance to speak last time.
Now, I am one of those who have not
had a chance to spe'ak,.

Mr. Deputy-Speaker: He need not
speak if he was on the Joint Com-
mittee. The Joint Committee went on
for several months, for one year. It
any Member had appended a Minute
of Dissent and had some particular
points to urge, and I consider it neces-
sary that those points should be
pressed, it is one thing, but if a Mem-
ber wants merely to say that the Joint
Committee Report ought to be accept-
ed, why not other people, who have
not had a chance, be given one?

Some Hon. Members: You are right.

Mr .Deputy-Speaker: After Shri
Barman, I will call upon Shri S. C.
Singhal.

Shri C. C. Shah (Gohilwad-Sorath):
This is an invitation to append Minutes
of Dissent!

Shri Barman (North Bengal-Re-
served-Sch. Castes): While I wag hear-
ing my friend, Shri G. D. Somani, in
the beginning, I thought that though
he did not like the Bill quite well,
yet perhaps considering all the cir-
cumstances, he was amenable to the
present Bill. But half an our after
he began—when it could not Dbe
clearly known as to whether he was
supporting the Bill or opposing it—
he gave expression to views with
which I do not agree. That is to say,
he began by criticising each and every
clause that has been inserted later on
by the Joint Committee. I for myself
have taken this opportunity to speak
specially to thank the Joint Com-
mittee for the changes that have been
introduced in the Bill. In the begin-
ning, I thought that I should take up
a few points that have been made by
opposition parties and also the Notes
of Dissent apended to this Bill. From
that I find some of the parties are
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not at all satisfied, specially the PSP,
the RSP and the Communist Party, for
two reasons. First of all, they want
to say that the managing agency sys-
tem should be done away wigh all at
once and no time-limit should be
given to the life of the system. The
second point they have made is that in
order to administer the Company law
an autonomous authority should be
constituted; they cannot accept that
any government department, any
Advisory Commission, can fulfil that
task. With both these points, I would
say I do not agree, and I shall present-
ly explain it. The inspiration of the
Opposition parties as regards this
attitude is drawn from  the expert
committee Report. The expert com-
mittee have observed in their Report
that their main task is to see that this
company law serves the purposes of
means and not the ends—alone so
far as the administration of it is con-
cerned. Later on also, they have said
in their Report that so far as their
province is concerned, the problem of
economic policy is outside the scope
of their inquiry. For that, they have
cited the Cohen Committee Report,
and observed as follows:—

“It is not, however, the pro-
vince of company law to antici-
pate what economic policy should
be, and we fully endorse the
following  observations of the
Cohen Committee:

‘We have regarded the question -
of general economic policy, which
embraces such matters as mono-
polies as outside our terms of
reference.  The company law
should, in our view, deal with
companies irrespective of their
particular activities; questions of
economic policy should be dealt
with by legislation directed to that
subject, and kept distinct from the
general law governing com-
mie" ".

The terms of reference given to the
Bhabha Committee did not really in-
volve anything more than this, be-
cause that Committee was constituted
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in the year 1948—as we can see from
the Report of the Committee—to in-
vestigate and report on how com-
panies can be best administered under
the present circumstances. So I was
saying that the Bhabha Committee,
according to their terms of reference
and according to the notion on which
they proceeded, have done their job
quite well. But times have now
changed. After the passing of the
Avadi resolution and endorsement of
the same resolution in this House,
times have changed and the policy that
has been adopted by the Bhabha Com-
mittee is a shortcoming so far ag the
new policy is concerned. That has
been - supplemented by the Joint
Committee Report. The Joint
Committee has inserted certain pro-
visions in this Bill and it is to those

very provisions Shri Somani has
taken exception. My view is  that
the Joint Committee hag acted in

consonance with our present econo-
mic policy and it has improved upon
the main provisions of the Bill and
both together serve the means as well
as the ends of the administration of
company law.

3 PM.

You will find that in  clause 197,
which Shri Somani has cited, it has
been provided that the maximum
managerial remuneration should be
fixed from time to time by Govern-
ment. It is necessary because of the
economic  policy that we want to
administer in this country hencefor-.
ward.

[PANDIT THAKUR DAS BHARGAVA in
the Chair]

It is for that purpose that I  hope
Government will, while considering the
circumstances of a particular company
or business house, take into account
how many experts they have to
engage, what is the liability of the
managing agent in that particular
concern and then suggest what the
managerial remuneration should Dbe
accordingly. The Finance Minister
himself said that the provisiong of
this clause, as they stand, may have
to be modified in some way or other
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and for that he will place some amend-
ment before this House. We shall

consider it at that time. But, my .

point is that this is one of the pro-
visions that have been inserted by the
Joint Committee and that removes a
lacuna that existed in the Bill.

Secondly, Shri Somani has criticis-
ed the insertion of clause 323 to notify
an industry wherein the managing
agency may be terminated after
August, 1960 or even before. I do not
" think there should be any objection to
that. If, as Shri Somani says, there
are certain companies which are doing
their job very well and whose assis-
tance is necessary for the develop-
ment of the country’s industry, then
they can exist even after that date.
But, if in any particular industry, the
Government,. with the advice of the
advisory commission and with the
approval of the country as a whole,
finds that there is no necessity for the
managing agency to be continued, what
is the objection of my friend to a pro-
vision like this by which the Govern-
ment can terminate such managing
agencies? There should be none.

At the same time, those who hold the
extreme view that the managing
agency should be terminated by a
particular date, I submit should not
hold that view. If we find that parti-
cular managing agencies are really
doing well and are helping in the
. development of the country industrial-
ly and they are doing their work
according to the advice of the Gov-
ernment, certainly, we shall continue
them. I may tell you that we should
have to do some such thing.

I will give a comparison, though it
will be said that it is comparing big
things with very small ones. I as a
farmer, require a pair of bullocks for
cultivating my field. I also require a
cow for giving milk to my children.
There ave bullocks, which when
?ether.ed break the string and stray
into the field and feed upon the crops.
Shall I sell them off at once? I should

' provide for a stronger string. Simi-
larly, In the case of my cow. There
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are some bad cows which will kick
when you want to milk them. I just
tie the hind legs and get the milk. I
do not sell the cow at once. If after
some time I find that the cow does
not give milk even when the legs are
tied, then, of course, I shall have to
sell it. Similar is the thing done here.

An Hon, Member: A practical in-
stance.

Shri Barman: Yes; a practical in-
stance because I do not know the
intricacies of business houses.

Shri T N. Singh (Banaras Distt.-
East): If they are not wicked cows
but yet do not give milk, what will
happen?

Shri Barman: If they do not give
milk I shall sell them off.

I think this provision is a mean
between the two extremes. I am not
for disposing of managing agencies
which prove beneficial to the develop-
ment of industry; it is in the country’s
interest to allow them to continue. If
in any particular industry or a parti-
¢ular case it is considered that there
is no need for any managing agency,
Government, with the best advice, can
discontinue the managing agency after
the stipulated date. I do not find any
objection there.

Shri Somani has taken objection to
practically all the new clauses that
have been inserted by the Joint Com-
mittee and which I strongly support
because these are practically the
clauses that will help us in further-
ing our economic policy, the particular
destination which we want to reach
sooner or later. .

He has taken objection to clause 325
and, perhaps, also to clause = 344.
Clause 325 is an improvement on tke
existing clause which was in Schedule
XII as clause 87CC of the 1951 amend-
ing Bill. But,the improvement made
by the Joint Committee is that the
Government will consider at the
particular time whether they should
appoint or re-appoint a managing
agency. In clause 344 the Govern-
ment will recognise the claims of ine
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heirg or successors of the managing
agents while considering other things
and they will consider these claims or
applicants for appointment or re-
appointment if they fulfil certain con-
ditions. I think Government is going
to take this power for certain pu:r-
poses and it is again for furthering
our economic policy.

We want to bring down the re-
muneration of the managing agents.
Under this Bill that we are going to
pass the existing managing agencies
cannot be touched, so long-as their
terms do not expire or till the 15th
August, 1960. Up till now the con-
ditions that they have entered intu
with the shareholders will subsist. We
want that after 1960 or after three
years from notification in the case of
particular businesses, Government
should cafrefully consider these as-
pects, that is, whether there should
be a real change in the managing
agents, whether the remuneration that
is stipulated already in the previous
contract is fair and reasonable, and
if it is not fair, certainly Government
will exercise its right to reduce the*
remmuneration. If the managing
agent concerned consents to such re-
asonable reduction, Government will
consider renewing the contract.
Though these things may not be ex-
pressly provided, I think that is the
motive on which the Joint Com-
mittee’ has amended the existing
clauses.

The Minister of Finance (Shri C. D.
Deshmukh): Remuneration will be,
according to the Act, after the end of
the financial year\—under clause 347.

Shri Barman: Anyhow, Government
can put in certain conditions under
certain circumstances and if the com-
panies are amenable to those con:
ditions.

Mr. Chairman: Np conditions.
according  to the provisions of the
Act.

Shri M. C. Shah: The remuneration
that obtaing now will not be the same
after the coming into effect of this
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Act. The new terms will come into
effect accordingly.

Shri Barman: I am thankful fcr
this correction. I did not notice that
clause. Anyhow, it is stipulated un-der
the amended section 325 that Govern-
ment may put in certain conditions
which Government consider to be
reasonable.

Clause 331 is a new clause inserted
by the Joint Committee, fixing the
total number of companies as ten in
the case of managing agents; that is,
no person shall be a managing agent
of more than ten companies. That
is also a wholesome provision and
the objective is practically the same.
There may not be any concentration
of wealth in a few hands. If one
family is managing agent for a num-
ber of companies, that means accumu-
lation of wealth at one place. The

purpose is in conformity with ibe
Directive Principles of the Consti-
tution.

Again, the Joint Committee has
made certain amendments by which
two directors can be appointed under
special circumstances under clause
407—and under clause 246, power
is given to a company to adopt pro-
portional representation in the matter
of voting, election of directors, etc.
I do not want to cite any more in-
stances. but I simply want to say that
the Joint Committee has made defl-
nite improvements on the original Bill,
and most of the improvements fulfll
the purpose of our economic policy,
which the Bhabha Committee did aot
go into because they though that
that was not their province.

The next point is as to whether the
administration of the Company Law
would be better done by an autono-
mous authority or by an advisory
commission as proposed in the Bill. 1}
submit that a Government institution,
that is, an advisory commission, woula
be better fitted for the task. The
Bhabha Committee, of course, recom-
mended an autonomous authority be-
cause they brought that enunciation
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of economic policy was not the job
of the Company Law but that it should
be done by some other enactment.
Now, certain amendments have been
made by the Joint Committee, thza! is,
that the Company Law must have
within its purview not only the efli-
cient formation of companies hut
also they must have an eye upon the
economic policy that the country has
adopted recently. It is only the Gov-
ernment that can perform this \ job.
Our experience with autonomous
authorities is not happy; after being
installed in power, these autonomous
authorities even tried to question the
quihority of Parliament over their
work. Of course, this has been cor-
rected later. Even then, I think that
an autonomous authority can act
within a certain sphere and under
certain limitations. So far as- policy
is concerned, it can act only on the
policy that hag been laid down by
Government. But in these matters it
will be very difficuly for Government
to lay dowry definite policies as to how
to reduce the income of the managing
agencies in so far as the economic
policy is concerned. The advisory
commission will advise Government.
and here from day to day the Mem-
bers of Parliament shall have the
right and the opportunity to ask the
hon. Minister how this thing has
been done or that has not been done.
Therefore, this House will be in
closer touch with the administration
of the Company Law if we place the
task  of discharging the functions
under this Law on the Government,
advised by an advisory commissicn.
I think this is the best plan that we
have drawn, Of course, there may
be changes here and there and T have
not gone through the particular oro-
visions of the Bill carefully and they
will come up for discussion when we
take up the second stage of consider-
ation.

I wish, to say that Government
should have some more powers, so
far as investigation and auditing is
concerned, besides the powers stipulat-
ed here. My suggestion is that Gov-
ernment should set up a body of in-

230 LSD.—3
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spectors and auditors and place them
in ditferent parts of the country where
the industries are concentrated, S0
that they can send these inspectors
and auditors, to audit and inspect each
and every company on an ad hoc
basis. In that case, the companies and
business offices will always remain
cautious because they know that some-
body can at any moment come down
upon them if they did not behave
properly. As the Finance Minister said
the other day that the Kandyan King
had two Prime Ministers. I think he
should have another added to his
cabinet as it will help his objective.

With these words
Bill.

I support the

Shri Nevatia (Shahjahanpur Distt.—
North cum Kheri—East): A lot of
criticism has been advanced against
the managing agency system. It has
been said that it is against the
socialistic pattern of society envisag-
ed by us. Whatever other things
might be said about the managing
agency system, I do not see any re-
lation between the system and the
socialistic pattern of society because
as our Prime Minister on some other
occasion had said, there are many
countries in the world which are cal-
led capitalistic countries and they do
not have this system. What we have
to do is to see whether in the con-
ditions of our society, this system is
useful for promoting private corporate
enterprise. That is the main issue
which we have to look to. The
Bhabha Committee after a lot of de-
liberations came to the conclusion that
shorn of its evil, this institution was
a useful thing and that it should be
continued in the interest of the
country. Nobody has disputed that
argument. Even the Joint Committee
has not contradicted that conclusion.
They only suggest that Government
should have power #o review things
after a certain period of years. It
bas not come to the conclusior that
the institution is not useful. The
very fact that the managing agency
gystem will continue deflnitely for
another filve years shows the same.
Even after that, Government have not
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said that they will discontinue it. They
want only time for reviewing as to

how the managing agency system
works.
So far as the question of private

enterprise is concerned, the main issue
is the private joint stock enterprise
and we have® to take it into account
when we talk of the abolition of the
managing agency system. The Prime
Minister has said on one occasion that
the private enterprise should be
allowed freedom tu act provided we
have certain embankments so  that
it does not flood the countryside and
cause devastation. It must be allow-
ed certain liberty to act. Otherwise
private enterprise will have no mean:
ing. We should view this report and
our suggestions from this point of
view: whether it will promote the pur-
pose which we have in view, that is to
say, raising the standard o1 living of
the people to a considerable degree by
ah Increase in wealth. So long as we
feel that the managing agency system
can continue to promote the joint
stock enterprise and help in that
process I think there is every reason
to help that system after depriving it
of its undue gains or whatever it may
be and making it run on healthy lines.
That is the main purpose of this Bill.

The report of the Joint Committee
has cut down the remuneration to a
very large extent. ThHe other day the
Finance Minister pointed out that the
remuneration for a number of com-
panies came to 27 per cent. of the pro-
fit. It has been cut down to 11 per
cert; that is quite a big reduction. The
average might have been 14 but in a
large nuniber of companies he said
that it worked out to nearly 27 per
cent. and now it is sought to be fixed
at 11 per cent. That is a good feature
in this report.

But there are certiiin other things
which should be looked into. For in-
stance, it is stated that the Govern-
ment will look into it whether a per-
gson is a fit or proper person, to be
appointed or re-appointed as managing
sgent. As my friend, Shri G. D.
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Somani, pointed out, this is liable to
create a lot of difficulties. * It will de-
pend upon the officer of the Govern-
ment to judge whether a person is a
fit or proper person to be a managing
agent. A new man may not be treated
as a fit and proper person. Instead of
saying so, is it not possible to say
that these are the disqualifications as
we have provided in the case of
directors. There are certain disquali-
fications. He should not be of un-
sound mind; he must not be such and
such and then only he can be elected
as a director. Similarly, is it not
possible to say that these are the dis-
qualificationg for becoming a managing
agent rather than saying that the Gov-
ernment shall decide as to whether
one is a proper and fit person? It
will lead to the vagaries of the officer
concerned; he may recommend that a
particular managing agent has no ex-
perience of a particular line and there-
fore he is not a fit and proper person.
Ttus will lead to a lot of other com-
plications. In my opinion instead of
leaving it to the Government, the law
should specify certain disqualifications
so that the chances of corruption in
these matters are minimised.

The previous speaker has recom-
mended proportional representation. I
know from experience the cases of
several industries in Uttar Pradesh.
They were not able to pay the wages
to the labourers because the directors
quarrelled among themselves. There
was no homogenous board as a result
of which half a dozen sugar factories
closed down and great hardship was
caused to the workers. They were not
able to make payments to the cane-
growers. All of them were flourishing
sometime back and then the directors
quarrelled. So, the homogenity of the
board is a very vital fact in working
the companies. Othérwise what has
happened in the case of several sugar
mills in Uttar Pradesh is likely to be
repeated almost everywhere.

The Finance Minister has said that
tliere is no reason to think that the
practlce which is prevailing in politL
cal democracy is not likely to succeed



in economic democracy—he said some
guch words. Some friends have sug-
gested that the analogy of  political
i democracy does not apply to economic
" democracy. But we know that so far
as the broad objectives are concerned,
almost every political party says that
it has the good of the country at its
heart and yet it is not possible to have
in our cabinet representatives of all
the parties. It would not lead to
¢ smooth  working of day to day
policies. Similarly, I do not see any
reason why we should not continue
the same system in companies also
because every day decisions have to
be taken there also. There may be
honest differences of opinion and
every time the business may have to
be carried by majority votes. It will
lead to some bitterness. Our people
are not so used to it to accept
every majority decision with grace.
It leads to bitterness and
frustration and ultimately it
creates trouble. We should not do
everything by a majority. There are
'sgample safeguards provided in the new
"Bill so that in case of difficulties, the
Lminority has a right to go to the Gov-
ernment and say that they are being
oppressed and the Government  will
certainly intervene. I support the
present permissive provisions.
Shri  Veeraswamy (Mayuram-Re-
i sevad—S8ch. Castes): On a point of
~order, Sir, there is no quorum in the
" House.

_ Mr. Chairman: I think there is. Let
me count the members,

compulsory that there must be propor-
tional representation.

Mr. Chairman: I am ringing the
bell—now there is quorum,

Shri Nevatia: I would request the
ton. Finance Ministér to clarify certain
things about clause 197. The
manager’s  remuneration  includes
many things and all are put together.
The word used is ‘manager’ and aot
‘managers’. Now. the manager is
defined as a person who wholly or
substantially controls the affairs. Now.
managing agents are also detined al-
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most in the same terms. I do not see
how the managing agent and manager
can both have substantially or whole
control. Both cannot have the same
type of control. If the manager is to
work under the managing agent, then.
I believe his remuneration does not
come under the definition of this
clause. Because, two persons with
different designations—-managing
agent and manager—cannot have
control over all the affairs of
the company.

Shri C. D. Deshmukh: If there is
delegation of powers?

Shri Nevatia: Unless the managing
agents delegate the powers over the
whole affairs of the company I  be-
lieve, this clause can not come into
operation.

Shi C. D. Déshimukh: That is the
intention. There may be an attempt
to circumvent the 11 per cent. The
managing agent right say: I am
drawing 11 per cent. and: so the rest of
it is going to the manager. And, the
manager may be a relation or an
associate of his.

Shri Nevatia: I am glad this has
been clarified; otherwise even where
there js no delegation of whole or
substantial powers, even though the
manager does very important and vitai
job in the factory, he would come
under this clause. But, since there
is no delegation of such powers that is,
the managing agents do not abdicate
themselves of the powers and, there-
fore, that position would not come.

My only submission here is that this
system, which has been useful in theé
past and about which the Bhabha
Committee said that inspite of aill its
evils it can still be continued, should
not be discontinued merely because 6f
certdin gross abuses which have been
found in the system in the past.

Inspite of the several criticisms that
have been advanced against certain
business houses with which I also
agree, we know from the present mar-
ket quotations of thé shares of the
companies managed by them that the .
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public has got a lot of confidence in
the shares of thuse companies, their

share prices have gone up very con-
siderably.

Shri T. N. Singh: They have confi.
deuce because of the proposed Bill.

Shri Nevatia; Even before the
joint Committee had given their -e-
port on this Bill the market quota-
tions had gone high and they are still
going up. The companies which are
floated by these business houses are
subscribed by the public, Inspite of
the fact that the public know that
quite a lot of mcney will be taken by
these houses they know that if they
invest their money in buying shares
of the companies floated by these
business houses there is a chance of
appreciation in the value of shares.
They have the ‘know-how’ and they
work efficiently with the result that
they do bring down the cost of pro-
duction. That is the confidence
which the public have in these busi-
ness houses. Inspite of the system
of interlocking and many other com-
plaints made about these business
houses still the public find it worth-
while to invest their money in the
companies floated by these people.
That shows the measure of confidence
the public have in their ability to run
these companies efllciently. After all
nobody invests in a share simply to
get 3 or 4 per cent return. If that
were so he would have gone for a
government loan. Mostly people in-
vest money on shares to get apprecia-
tion in share value. People invest
in ioint stock enterprises primarily to
get some appreciation in share value
and not to get 3 or 4 per cent return.
The fact that certain business houses
are able to cammand such confidence
from the public with regard to their
ability to run new enterprises shows
that so far as the ordinary investor
is concerned he ¥ not so very sus-
picious as we in this House feel.
Honourable though we are, I do not
think that many of the outside share-
bolders will come forward to invest
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money if we try to float enterprises..
People who have got the ‘know-how’,
people who have run business effi-
ciently and who are able to bring
down the cost of production for their
articles will be supported by the pub-
lic. Inspite of the fact that they
grab a little more money, people
know that their cost of production
will be lower and they will be able
to make a success of the ccmpany.
That is why the public have confi-
dence in those business houses, We

should, therefore, utilise their talents
and see that they do not make undue
gains at the cost of the community,

That purpose is very well achieved by
the proposals of the Joint Com-
mittee.
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& cat ¥ v mowwr @ @

qﬁ‘dioﬁow: Wﬁﬁ*
@ # W AT SPIFEA FF A W
g ?

sft THo o Teww : 7@ T I F A
Fo o aw a9 AW W AP A AT
g% a qg 9 q@t on Tt & o It ®
fag A" % @& TE g @ Paw
Fo q9T & Al g Feiaiee & P
¥ Ft ¥ AW A @ AaE N A Tw
& ¢ awr T a2 T g

TF A i g ww g@ Paw @1
fadre widt ot ff Sw aww @ =
gon T% oz o Padee wR a w @
¢ 92 T AT W M | TH I IRA
g ¢ ™% 3@ gew & Paa ot Prer o,
goftety ot 97 @ fog oo & & @w ww
Fgr ol gr ol oA @ oW
Pawtadt & gow o www 1 98 Paw
¢ afg Pt v &7 Pt fiw & @
WETE g g 9 99 A9e W ale g
F aiyer T8 ww ¥ 1 R Tew A
FHE F1 dleeg &1 7 A qidaneh
ieew & ddde dtr e gL L. ..

a&a‘at‘:mmm‘i(?mram{a‘
¥ taar afwaratemn): wEe waEd @@
AT AGT AT AT G R F

t&ﬁqvoiﬂ’o?ﬂ'ﬂr: gw & faar

“In the House of Commons it
is a rule that no member who has
direct personal interest shall be
allowed to vote upon it”.

\

Mr. Chairman: Why did you not
©bject at the time when the Bill was
sent to the Joint Committee that such
and such a member who has direct
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personal interest should not be allow-
ed to go on the Joint Committee?

sft THo o Paww : A WA AN
g ¢ P5 9% 99 @ g g & aw At
Tg e W § e aw ' § w97
#t qwam gw & o @ Sww Py
e & &g T AR @i
T #° gg TE T & T R aiE o
Trzdaed o Palt srgdacy &7 Hig wWEAT
e g @ v difew F wwr A1 W
R A g afed | o A | 9
ag age Pear Pw ag Pewwww o off wmr
& ik 9w Ht aitenw age Wt @ A TW
g @ TG ST gNm I AT A e
TEA tam T ot W A w whwar
WA TH FT § A GHIR I\«
# aied @ gefir wem T ot 38 ot
T | gH | AW T od Pw gwtaet

L
qgt 9% T & Tw e
3 dfiwe Nod = ddw-wie & 7 amr
Y, it I T2 ddg-ehe & m,
ot TET g A ot wgw Powwa dr
gt ol 1 @ i aE 9w wgw e

# 2 few oh T W whe R
Il & % gw 4 duegteed @
Y SR P .
g Pawww Stw # 1 g I I
fe aimgess F e stulde s
anfer amgsf Evar s &, v & ok
tw gt s ¢ SwR s A @
gt wifed dfer qg At ocftw ww @
RN S P
d—ig aatew a8t Porar arar, wronite

|
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[sf gmo o Taww]

A 7 3w e & Taw P & it
gH oAt Taw @ 9Tvw a9 &1 ®@wr
R R Amstres & fqw g &
P :

“In the Chapters that follow,
our object will be to consider to
what extent it is possible to ad-
just the structure and methods
of the corporate form of business
management with a view to weav-
ing an integrated pattern of rela-
tionships as between promoters,
investors and the management, so
that:

(a) the efficiency of the corpo-
rate form of organisation may
be increased as measured by
accepted standards;

(b) managerial efficiency
may be reconciled with the legi-
timate rights of investors:

(c) the interests of creditors,
labour and other partners in
production and distribution may
be duly safeguarded; and

(d) the attainment of the ulti-
mate ends of social policy is
helped and not hindered by the
manner in which the corporate
form of business organisation
works in this country.”

& ot 72 A A I G & O
AV TF ATH THS HT ggAh A taAwm,
oY T FUAT AGT @ | AUH AR
g P wreq o Pre-teet it T
T g otk & wE T w1
1 T % 9 T gwE et aten T
TR &} Prew T S wwRr aEtAaw
¥ s T d gy T g, 9w T
Str afis @ Tt aw = &

W ouwt TFS AT @ AAAT W
€ 1| g% #4fwr gowe E-qrae § aw @
wd wimm it R & wet
suar gt 7w Pgw @ = wgrew
nR a3 E 1 Ty v -
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dnreT e & 1 #F U Jaen g
g€ P& g 7 w7 gwa &)

A o g P @ qTe 3 g wisw
7g Toae 0% AT @et qATew A
forelt &, ot ceve @ jevo T PegEm
& @ | T@ a@l W Hat @ qgr o @
i TP A | @A 9T 1 wgrer it
P oy oft gEet aw fiw g of ) rw
3 a5t @ awd ap gw P # Tt
¥ oxid & P @Et @S W
T grew & 1 9 P agw wet & alt
T o agy s § ) 9w oA | uig
o # W g g # amwt A
R wwr far g-vw e qg @
foar & | @ o FwER F W—aw
alt & g feed # wui P oo g &
I¥ TE B AW & gu Pean -

Ram Das took me into one of these
and said, “250 people use the same
latrine.” They showed me the primi-
tive doorless cubicles. “There is no
privacy. The women have to wuse
the same ones.” I knew that modesty

with Indian women amounts almost
to a religion,

wo IR TF f e R W
¢ Tor aft pw ow ft W I
a5t R Tt Py F1 wEEd wET oft)

ot # IR F god Tear € -

“There is only one hand pump.
This single hand pump serves
sixty quarters. There is no place
to take a bath.”

e weS 3 Pae faw o5 & o ar
ale a7t @ AER A W WA /)

s T § P orget wgd o, aw
# onuEt ¥y T &

Ram Dag took me into one of these.
it measured, I estimated, about nine

by twelve feet, Although there was
one window, which let a little daylight
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into the compartment, it took me
a moment to comprehend the
sight, I saw on the floor: to grasp the
fact that the tightly packed sausage
rolls were sleeping men.

ax gtan P gwd agr Pt e
T A

These were all weavers, I found,
getting an average of 35 rupees a
month......... They paid rent for their
floor space—not much—it amounted
to two rupees and twelve annas each,
o just under one dollar a month,

ag ¢ @i @ wNgE W gEE | W
T 2 o wW oW A

Shri C, D. Deshmukh: I suggest
that the hon. Member should see some
quarters persvnally himself instead of
taking an account given by an Anieri-
<an lady.

Shri K, P. Tripathi: I also huve
seen some quarters personally &nd

have found them in the same condi-
tion,

Pandit K. C. Sharma: You must see
-quarters in Kanpur,

Shri G. D. Somani: I would like Mr,
Singhal and Mr. Tripathi {o visit
some of the factories under the same
management which he is quoting and
find out for himself the conditions of
the quarters. I am prepared to ar-
range tO( Mr. Singhal and Mr. Tri-
pathi to visit those quarters and see
what the condition is.

Pandit K. C. Sharma: They are bet-
ter quarters,
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Shri C. D. Deshmukh: I am no! in-
terested in the quarters provided by
any particular employer; I say that
unless one looks round himself one
cannot get a correct idea of the posi-
tion: one should have a comprchen-
sive view of what is being done in
this country in regard to imdustrial
housing.

.

Shri S. C. Singhal: I could not fol-
low.

it dto ¥ho fapE : AT M ¥ e
s f =l F W A dar we @
a8 wwa &0 @ ik wabra &
ot ff ¥z o W Fen =wign
P ave @ o hrs T o @
ge § w@ €, wm st dEen afen
sft wo o Faww : =7 e ¥ ot

¢ seR d e et g & T
o At W AR Afew AW

PP

-7

Mr. Chairman: The hon. Member is
speaking of conditions in 1946. He is
reading from a book written at that
time.

sft T@o do Faww : 3 Pwemr eeue o
Pt g o1

Mr. Chairman:
years ago,

st quo dto Faww : = A aw ek
wapwihad aved o rw
®t Taw TwE gl ¢

It was again six
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P ot 1 aftw o afe tawr 7 T
g & Pw e o Wl o Taet
¢ ol ot @iy €, 9 A4t
TeeE Tt @)

Fen dach ol ddn @ a7 & A7
e § 1 g T AgT AT §, Al
# fawr wt @Ew & anfr wa g e
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e SEw dar o T g
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e &, IuR AqAT w1 gAR F TaTEr
o gar &1 dler o @t weid
sl @ @@ (el gweer g we-
feor o @ w1 W A1 gw Tem
# amw € T 3w 44T ool Tawew
T I @ IR & g I

4 P.M.

Dr. Krishnaswami (Kancheepuram):
The hon. the Finance Minister, in in-
troducing the motion for considera-
tion of this measure, pointed out
that some kind of strange destiny
seemed to be dogging this measure. I
agree that even if ffis Bill goes
through this House, we would not
have heard the last word on company
law legislation; Part of the explana-
tion for repeated amendments of
company legislation lies in our at-
tempting to achieve too much, in our
attempting to give to company law
legislation a content which it cannot
hold. The purpose of company law
legislation, I take it, is to ensure
companijes being managed in the ine.
terests of their owners, who in legal
parlance are shareholders, This im-
plies that the directorate must be
responsible for honest and cidicient
management. Company law .egisla-
tion must concern itself only with
laying down standards for the attain-
ment of these objectives and not at-
tempt to regulate economic policy. On
this matter, the Cohen Committee has
remarked aptly in the following terms:

“We have regarded questions of
general economic policy which em-
braces such matters as monopoly,
as outside our terms of reference.
Company law should, in our view
deal with companies irrespective
of their particular activities.
Questions of economic policy
should be deait with by legisla-
tion directed to that subject and
kept distinct from the general law
governing companies”

What is the reason for company
law legislation being concerned ex-
clusively with laying down standards
and being precluded from dealing
with economic policy? Ohe of the
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reasons for this limitation is that -the
area over which its laws are apphcg-
ple iy necessarily limited.' If. it
chooses tu i with ecoaomic policy,
the consequences that flow from sucn
company law legislation would cover
areas over which the company law
would have no jurisdiction whatsoevgr.
I only wish that the Joint Commit-~
tee had borne this in mind. In Fhaf.
case many of its recommendations
would have been realistic and wquld
probably have been more enduring.
The Bill, as it has emerged from the
Joint Committee has, however, not
changed the recommendations. made
by the Company Law Committee, un
matters pertaining to memorandum ot
association, sponsoring and articles of
association. 1 have therefore fcwv re-
marks to offer on these aspects as 1
believe that the main recommendations
made by the Company Law Committee
‘on these matters are eminently sound
and sensible. But, the changes effect-
ed in rules, pertaining to the manage-
ment and administration of compa-
nies, the complex rules and reguia-
tions, the complicated balance sheets
and profit and loss accounts to be
fled, stimulate certain  questions
which, I hope, the Finance Minister
will clarify:

What would be the effect of such
legislation on the formation or conti-
nuance of companies? Do we want
companies to be formed at all? Would
the small man, for whom we profess
interest, be in a position to form a
company and yet get on without in-
fringing the various rules and regula-
tions? There are a little over 149
penal clauses, as several speakers have
reminded us, many of which are high-
ly technical and some of which are
inquisitorially purposeless.

But the major controversy is over
‘the constitution and continuance of the
managing agency system. Now, no
.ane need hold a. brief for managing
agents. -There have been many cases
of signal failure to discharge their
duties properly. There have been
cases where ‘they have charged too
‘high a price for services rendered, b9
them to companies.  There have bewn
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instances where they have obtained
remuneration and yet remained a
functionless element in our society.
But, it is one thing to suggest that tte
managing ,agency system has been
abused; it is another matter to impose
such regulations that the very process
of economic development is thwarted.
May we mnot, in our apxiety to cuve
the managing agency of its abuses, go
too far and commit the mistake, of
emptying the baby with the bath tub?
But before I deal with some aspects of
the managing agency system as it has
emerged, I shall give an explanation
of the role which the managing agent
has played in the past, plays in the
present and is expected to play in the
future development of our economy.

Why did we have the managing
agency system at all in our country?
If we did not have the need for it, it
would not have come into being at all.
Where financial institutions are rela-
tively undeveloped, where the investing
class is shy, where the ancillary ser-
vices required for the promotion and
running of industries are absent,
where issue houses, underwriters and
technical consultants, are not in evi-
dence, the need for pioneering is ob-
viously great. The managing agency
system has come into being to fulfil
this function, and in many cases, it
has fulfilled a very proper functjon.
After a certain stage, however in cer-
tain industries it has become function-
less. Hence, it is admitted by the le-
gislature, and there seems to be no
difference of opinion on this subject.—
that where the managing agents are
functionless, or where they charge too
high a price for services rendered so-
ciety has a right to step in and regu-
late their activities and enforce a fair
remuneration where necessary, and
abolish the system in those se~turs
where it is superfluous. 1, peruced
with great interest the clause that has
been put in in this Bill, clause 323, to
determine the continuance of managing
agencies in certain industries. May 1
read this clause with your permission?
The clause is entitled: “Power of Cen-
tral Government to notify that cura~
panies engaged in specified classes of
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industry or business shall not have
managing agents.” The clause says:

*“(1) Subject to such rules as
may be prescribed in this behalf,
the Tentral Government may, by
notification in the Official Gazette,
declare that, as from such date as
may be spécified in the notifica-
tion, the provisions of sub-section
«(2) shall apply to all companies,
‘whether incorporated before or
after the commencement of this
Act, which are engaged on that
date or may thereafter be engag-
ed, wholly or in part, in such class
or description of industry or busi-
ness as may be specified in the
notification.

(2) Thereupon,—

(a) where any such company
‘has a managing agent oii the spe-
cified date, the term of office of
that managing agent, shall if it
does not expire earlier, expire at
the end of three years from the
specified date or on the 15th day
of August, 1960, whichever is later.
and the company shall not re-ap-
point or appoint the same or any
other managing agent; and

(b) where any such company
has no managing agent on the
specified date or where it is incoc-
porated on or after that date, it
shall not appoint & managing
.agent.

(3) Copies of all rules prescrib-
ed, and of all notifications issued,
.under sub-section (1) shall, as
soon as may be after they have
been prescribed or issued, be lald
before each House of Parliament.”

Considering this clause, one finds
4that vast discretionary powers ave
given to the Government. 1 have no
objection to the Government determin-
ing the classes of business or under-
takings which shall not have manag-
ing agents. For instance, in the {ex-
tile industry we intend putting a will-
ing on production of cloth by mills
_and it might therefore be argued with
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a certain degree of legitimacy ‘hat so
far as the vast bulk of the textile -
dustry is concerned, since there is t3
be a ceiling on the growth of new
mills, it would not be necessary to
have managing agents. Neverthe-
less, even here there might be
cases where managing agents might
have to be employed as for instance
in certain backward areas where the
investing class is shy, where it is not
possible to collect money and wkere
certain pioneering risks have to be
undertaken. I am glad that the Gov-
ernment have power under clause 323
to achieve this purpose, but I should
like to point out that the very fact
that such large discretion has been
given to the Government should en-
title us, Members of Parliament, to
suggest restrictions on the use ~f such
powers. 1 believe that it would be
most helpful if the advisory commis-
sion which is to be constituted under
clause 409 is asked to give its opinion
before any notification wunder this
clause is issued. The advisory com-
mission presumably will consist of in-
telligent men and women who would
know something of the economic de-
velopment of our country and who
on that account might be in a better
position to suggest whether a parti-
cular firm even within a particular in-

dustry may have a managing agent or
not.

There is also another matter which
I would like to bring to your notice.
You, Sir, have specialised in procedure
and are therefore aware of the impli-
cations of ‘rules being laid on the
Table’. As you know these rules can-
not be amended by this house; they
are laid on the table for the informa-
tion of hon'ble members. I suggest
that the rules to be framed under
clause 323 should be subject to amend-
ments to be proposed by Members of
Parliament within a specified period
after they are laid, and provision
should be made in this clause straight-
away to thix effect.

Having given my approval to clause
323, 1 now come to certain other pro-
visions relating to managing agencies
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~
with which I am aot in agreement.
Once powers have been taken under
Ciause U, i iall to undersitana why
clause 325 has been put in this Bill
at ail. Clause 325, as you will recol-
lect—and I hope I have your permis-
sion to read a brief excerpt of this
particular provision —let the house
realise what wide powers are sought
ope given 10 e ceniral Govern-
ment—reads as follows:

“(1) In respect of any company
to which neither the prohibition
specified in section 323 not that
specitied in section 324 applies a
managing agent shall not be ap-
pointed or re-appointed,—

(a) except by the company in
general meeting; and

(b) unless the approval of the
Central Government has been
obtained for such appointment
or re-appointment.

(2) The Central Government
shall not accord its approval under
sub-section (1) in any case, unless
it is satisfied,—

(a) that it is not against the public
interest to allow the cempany
to have a managing agent;

(b) that the managing agent pro-
posed is, in its opinion, a fit
and proper person to be ap-
pointed or re-appointed as
such, and that the conditions
of the managing agency agree-
ment proposed are fair and
reasonable; and

(c) that the managing agent pro-
posed has fulfilled any condi-
tions which the Central Gov-
ernment require him to fulfil.”

I ask a straight question. If a com-
pany is declared to be one for which
a managing agent can be appointed,
why should Government play the role
of a ‘nosey parker’? If the sharehold-
ers accept a cerfain person ag a
managing agent, how is the Govern-
ment in & better position to decide tha#
he is not a it and proper person to
be appointed as the managing agent?
It the conditions of the managing
agency agreement confirm to the re-
quirements of the Act, the question of
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assessing whether they are fair and
reasonable does not arise at all. Fur-
ther, :f the managilg agent nas not
tulfilled any condition which the Gow
ernment thinks he should have fulfill-
ed appropriate action may be taken
either under the company law or un-
der the general law. In the original
Bill this provision was*not included at
all. In fact, it found a place only in
the Schedule because it was for a per-
iod of three vears. Tven when  the
Bill was introduced, it was considered
inadvisable to make it permanent.
Perusing the Statement of Objects and
Reasons of the original Bill of i951 I
found there a pregnant sentence stat-
ing that in view of the fact that new
companies were coming into being like
the South Sea bubble in the days of
Walpole, it was necessary to exercise
some sort of control over entry of new
managing agents. It was also therein
pointed out that this was at best a
temporary measure. Now, why have
we in this bill made this a permanent
feature? Who is to judge as to whe-
ther a managing agent is a it and pro~
per person, and what are to be the
standards of fitness and propriety? We
all know that the Industrial Finance
Corporation in giving loans to indivi-
duals went by the names and reputa-
tions established. So, in other words,
here also the Government might ob-
scive the same critericn. It may oe
that as a result of the exercise of this
power the very idea of having indus-
trial development broad-based will be
defeated, that the very idea of new
men entering the private sector will
be scotched. It may be that we will
have eventually a little over tnree or
four hundred of these old managing
agents, old managing agents who cap
conveniently be rediculed day in and
day out, who could be pointed out to
the legislature as the villains of the
piece,

I consider that clause 329 also should
not find a place in the Bill and should
be omitted. There are a number of
provisions which are ancillary to clause
325, which I would request the House
to omit. Government after all, if it is to
exercise discretionary powers, has to be
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<ontrolled, and on the subject of ap-
pointment of individual managing
aggents I do not see what grounds of
public interest there are to justify
these particular provisions being put
in.

Let me pass on to the cuntroversial
clause 331, A great deal was said
about the need for curtailing concen-
tration of economic power, I am all
in favour of controlling the concentra-
tion of economic power. Let us assume
that in future a person is not a2 manag-
ing agent for more than ten companies.
The reason for this provision ﬂndi.ng a
placé is that concentration of éconmomic
power should not be encouraged. A
very laudable objective! But is this ob-
jective likely to be achieved by this par-
ticular provision? I wonder whether as
a résult of this particular clause there
might niot on the other hand be an in-
créase in the concentration of economie
power in the hands of managing
agents. Let me tell the House how
this is Hikely to happen. What the
Joint Committee has ignored is the
ificentive' to create branches of the
same company. We should examine
the memoranda of some of the com-
panies. I know for instance a com-
pany which has a number of objects
in its memorandum. It can start a
textile mill. It can start a chemical
factory. It can start a dyeing factory.
It can even start a light railway. And
now as a result of your having laid
down that no more than ten companies
can be managed by one agent, one
company would have the right to open
a number of branches and this would
be the new type of development. What
would be the result? The result would
be that we would witness the growth
of giant concerns as it were. I per-
sonally believe that whatever might
be the defects of our company struc-
ture, it is better to have independent
companies with directors rather than
have one giant company with 200
sprawling branches. One has only to
analyse the memorandum of associa-
tion of companies like the Delhi Cloth
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and General Mills to realisé the num-
ber of branches that can be started by
ore independent company.

What we are doing by this provi-
sion is....

Shri Rane: There is clause 8.

Dr. Krishnaswami: I have read it,
and I am giving this interpretation
only after having read it, What would
happen is that when we have com-
panies with these branches all over
the country, we would be faced with
the problem of economic power. What
I suggest to the House is that if .we
wish to control economic power, we
ought to have different and indepen-
dent legislation.

I now pass on to another controver-
sial provision which deals with re-
muneration. I wonder whether hon.
members have perused clause 197. It
did not find a place in the original Bill.
After having perused it, I came to
the conclusion, perhaps a conclusion
which was not altogether unjustified,
that 1f this provision passes in the
form in which it is, we would be vio-
lating two sound critena Basically,
we would be doing something which
would prevent the formation of com-
panies, and secondly we would not
be promoting the objective which we
have at heart, namely of having a fair
distribution of income. Clause 197
begins with the head-note:

“Overall maxmum managerial
remuneration and minimum mana-
gerial remuneration in the absence
or inadequacy of profits”.

I do not provose to read the whole
clause But the mmort of this clause
is that by company legislation we
should determine the distribution of
income. The Joint Committee went
wrong in assuming that it was entitl-
ed to use company law legislation
for altenng the distributicn of im-
come This is the function of taxa-
txon, nat the functicn of company law
leaslatmn at all. By fixing a remune-
ration, by laying it down in the sta-
tute, what we are doing & to force
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persons to make a choice as 10 whe-
ther they will serve in companies or
not. Persons faced with the choice
of serving in a company, as business
executives, or as traders, or as com-
mission agents would very probably
choose being traders or commission
agents, which classes will not be affect-
ed by the harsh and onerous pro-
visions of company law remuneration,
1s this what we want? Would this be
in conformity with the Second Five
Year Plan for economic development?
I venture to think that this is not
what we want. But I ask this ques-
tion: have we such a surfeit of busi-
ness executives that we can afforo
this costly experiment for which so-
ciety will have to pay, and which
will not benefit even our companies
either in the short or in the long run?

One can understand the logic be-
hind fixing a managing agent’s remu-
neration. The managing agent is after
all an entrepreneur who is entitl-
ed to remuneration out of protits.
Now, profits are a residue. But the
manager, the executive director,
these are concerned with administra-
tion. The mistake that the Joint
Committee made was to confuse entre-
preneurship with administration of =
company. One can control ar en.
trepreneur’s income, but ome cannot
lay down by statute a ceiling on over-
heads which will have to be incurred
in any event. I think the Joint Select
Committee went wrong completely in
trying to imagine it could fix an over-
all remuneration for these msanagers.
executives and others. It committed
the vulgar error of confusing entre-
preneurship with administration. The
compromise that has been suggested
that in hard cases my hon. friend
would grant exemptions does not
carry us anywhere; this clause cuts at
the root of what I would say proper
company management; we cannot and
should not rely on the discretion of
Govemmen'( for fixing a proper re-
muneration,

Having said this about clause 197,
what have I to say on clause 347? The
latter deals, with the managing agents’
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remuneration. I think that clause
347 is a fair clause. I should like to
point out that in clause 347 what the
Joint Committee has done is to lay
down that the managing agents’ remu-
neration shall not exceed a certain
amount, ten per cent. of the ‘net pro-
fits’. After all, the managing agent
is expected to get his remuneration
from the profits. Indeed in 1936, Sir
N. N. Sircar when he introduced this
measure on company law pointed sut
that the managing agents were entitl-
ed to obtain only a certain fixed
amount out of the net profi*s. A very
elaborate definition of ‘net protiis’
was drawn up then, and I dv rot
know whether that definiticn would
ever have been arrived at but for the
o-operation and the healthy criti-
cism which Members of the Legisla-
ture among whom you were one,
made during that period.

Now, what we have done is to put
a ten per cent maximum limit for the
managing agents. I think that this
clause is essentially fair. I should
like in this connection to remind the
House of what Dr. John Matthai has
said in his Report of the Taxation
Enquiry Commission. On page 127
of Vol. I of that report, this is what
Dr. John Matthai says:

“Statement XXVI shows the re-
muneration paid to managing
agents expressed as per cent of
profits before tax plus this remu-
neration; all forms of remunera-
tion to managing agents and re-
muneration to managing directors
also are included. The average
remuneration works out to nearly
14 per cent. of profits for fhe en-
tire period 1946—51. In certain
industries, this proportion is inuch
higher, especially in jute; the high
ratio in shipping is associated
with very low profits of this in-
dusfry. During the  period
1948—51 this ratio rose from 12
per cent to 14 per cent. for all in-
dustries together.”

Then, the commission proreeds o
give the table of the income taken



10235 Companies Bill

[Dr. Krishnaswami]

by the managing agents, and the in-
come which the shareholders get. And
here, let me point out that cven the
Matthai Commission has nodded, be-
cause it has forgotten to add we dis-
tributed profits to the retained profits
in determining the amount which
shareholders get. The sharehoiders
after all are entitled to the retained
profits. and when you wish to find out
how much income goes to different
classes, you have necessarily :o take
into account the total thai each class
gets, The Matthaj Commission over-
looked this fact, and that is why pro-
portionate income that goes to the
managing agent is overestimatied re-
latively to the shareholder. But this
does not alter the main conclusion of
the commission namely that the ma-
naging agent obtains 14 per cent. of
the net profits. The campany law
committee has recommended that 12
per cent of the net profits should be
given to the managing agent. I do not
think it is unfair to give ten per cent.
of net profits to a managing agent.

Here, let me compliment the hon.
Finance Minister on the care which
he has taken to deiine ‘net oprofits’
and particularly on the way that he
has defined. I thought there would be
loopholes as in the Sircar Act, but I
found out after careful investigation
that there are no loopholes, Since this
clause is practically a copy of the
original Bill, I think he should take
credit for what has been done.

I have referred to some of the pro-
visions relating to remuneration of
managing agents, I do not think there
is any justification for my hon.
friends saying that the managing
agent’s remuneration is not fair. What
they can take exception to, as I point-
ed out is clause 197 which deals with
administration. There, as I pointed out
when you have to hire technical per-
sonnel especially in the years when the
industry has to pass through teething
troubles, it would be difficult, if not
impossible, to do so if you fix a ceil-
ing limit Industries cannot have
the best technigal consultants, or the
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best managers or cotner executives.
Provided these managers, these direc-
tors do not have a share in the ma-
naging agency commitsion. I venture
to think that we have no right what-
soever to fix a ceiling on the 1na-
nagerial income. I think it would be
best, as I pointed out, tu omit that
provision altogether from the B8ill
when the consideration of the clauses
cdomes up.

Now, I pass on to another matter,
the constitution of nationalised
companies. While going through
clauses 610, 611, 612 and 613, which
re.ate to public companies, the first
thought that struck me was that
these public companies were placed
in a special category.

Why should nationalised companies
be placed in a special category? After
all, minority rights in a nationalis-
ed concern require as much protec-
tion as in joint stock companies rum
by greedy managing agents or fat
directors whose outlook on life is
brought out by ‘Shankar’. After all,
in these nationalised companies the
ventilation of grievances may act as
a valuable check on the manage-
ment. My friends, Shri Tulsidas and
Shri G, D. Somani, have pointed out
that a public company has been defin-
ed to be one in which the Govern-
ment have 51 per cent. and not 8
per cent. as in the original Bill. I am
not willing to quibble over whether
it should have been 80 per cent or 51
per cent. If the Government have 51
per cent. control over the shares they
can have, for all practical purposes,
as much control as they would have
if they had owned 80 per cent. But
if in addition you lay down that pro-
visions relating to protection of mino-
rity shareholders shall not apply,
if you exempt them from several
provisions of the Companies Act, ther
I venture to think you are creating
constitutional monsters in our eco-
nomy which it would be difficult to
control and which would run amok,
Consider what would happen. A na-
tionalised company would have the
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right to manage its day to day af-
fairs; it would have the right to de-
termine its policy. But in Parlia-
ment, hon. members would be preclud-
ed by rules of procedure from put-
ting questions pertaining to its day
to day administration. If nationalis-
ed industries were a department of
the Government, it would be different.
We would have the constitutional
right to put questions, we would have
the right to ventilate our grievaaces,
we would also have the right to
change their policy. Now, when you
give them the special status of com-
panies and exemot them from the
provssions of the Companies Act, as
you are attempting to do, you wil
prevent even the minority share-

, holders from expressing their views.
Someone has pointed out that publi-
city is the greatest safeguard against
the evils of the managing &agency
system. Publicity, I say, is not anly
the greatest safeguard agamst <{he
evils of the managing agency sysiem;
it is also the greatest safeguard
aganst the evils of nationa-
lised industry in our country.
And I want this publicity to find rea-
sonable scope, 1 want it 10 be free,
so that we might have a chance of
knowing how our money is being
spent, how our money is being utilis-
;d {or the objectives that we have in

iew,

. There is a sub-clause which relates
auditing by the Auditor-General
public companies. Now, Sir this
prevision has been drawn up with
reat care. But I should like to point
out that I have one objection to the
uditor-General being giwen so much
ower to issue directions. The Audi-
or-General, after all functions in
limited environment. He has ex-
rience of Government accounts, but

e has little or no experience of
trading acccunts. Indeed, large por-

’ ns of the Auditor-General's recent
~report pertaining on the working of
‘¢4the Industrial Finance Corporation
*etmys complete lack of appreciatior
‘Zof how a business concern works lack
¥of appreciation of how a financial in-
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stitution should operate. What I am
suggesting is that we should have
chartered accountants who should be
responsible for the auditing of these
various nationalised companies.

[MR. DEPUTY-SPRAKER in the Chairl

The Auditor-General should at best,
have only overall supervision. That
would help us to run these companies
properly on sound commercial lines.

Next I pass on to a clause which
has seemed to find strangely enough
a place in the Companies Bill—I refer
to the clause which deals with need
for disclosing secret reserves, Now,
Sir the phrase ‘secrét reserves’ con-
jures up before the mind’'s eye many
illusions; the very phrase ‘secret - re-
serves’ seems to have led many critics
into thinking that such reserves :sre
shady, that they are being collected
by managing agents for the purpose
of swindling companies, and that the
time has come when it should be not
only made public, but alsoc - revalued
s0 as to give a true picture. But, what
are secret reserves? The House is
entitled to have a full and compl'te
account of what these reserves are.
These secret Treserves spring from
following the rules of accounting A
common method of valuation s to
assign the goods either their original
market price or the original crst,
whichever is lower. The major de-
fence of this procedure is that it
will never result in over-valued inven-
tories. For instance, in the Korean
war, if we had taken the market
value, as the basis of accounting all
the stocks would have been over-
valued. This would have inflated the
wealth position of companies. There-
fore, it is best to adopt a basis
which  under-estimates the wealth
position of a.company. .How is the
wealth position: to be shown to share-
holders? If- as is insisted by the
joint select committee in  Schedule
VI, we value stocks. at market price,
this would lead to an over-estimate of
inventories and ap over-statement ot
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. the wealth, and profit and loss posi-
tion of a company. I want this House
to consider the serious implications
of altering a well-known rule of ac-
counting procedure; I want this
House to consider this question not
trom the point of view of suspicion
but from the ooint of view of legiti-
mate and sound accounting and thus
benefit the country.
Finally, I would like to emphasise
an aspect—a commonsense aspect o
this legislation before I sit down
Whoever perused this voluminous B:
must have been struck by the large
powers given to Government to exer-
cise detailed supervision over com-
pany management. That company law
reform is desirable, no one denies.
But what is the purpose of having de-
tailed supervision and control? How
will such supervision affect the for-
mation of companies? How is such
supervision expected to be exercised?
The Reserve Bank, under the able
stewardship of my hon, friend, the
Finance Minister, when he was Gov-
ernor of that bank, instituted a new
system of control and supervision of
the banks. But hon. Members know
that there are in this country only
380 to 400 scheduled banks, and to
supervise them the strength of the
staff required for such supervision is
about 1500. The Registrar of Joint
Stock Companies only last year in
his report pointed out that there are
29,000 companies. If we are to have
detailed supervision, according to
the provisions of this Bill we would
have to employ a regular army
of inquisitors. This would be
obviously impossible. Therefore, what
would happen is that the company
law ~administration will work in
spasms. Some report about a parti-
cular company will reach the Gov-
ernment, and thereafter an investi-
gation will be started by the Govern-
ment. Many of the smaller business-
men would be almost everyday in-
fringing some of these technical rules,
for which they can be landed in
serinous trouble if there is some slight
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friction between them and some dis-
contented shareholder or some other
busy-body who feels aggrieved. What
I am pointing out is that this will
act as an inhibition on the small man
from forming a company. While the
bilgger industrialist can command pro-
per legal advice not only to keep
straight according to the law but also
to circumvent the provisions of the
law, the small man would go to the
wall, and instead of making our in-
{ustrial development bonrd-based, as
we are affirming everyday, what we
‘would be doing by this company law
legislation is to apply a new and
grand contraceptive to new industrial
development; and it is in the back-
ward areas and on the smaller men
that this contraceptive would have
the largest effect. The hon. the
Finance Minister said that this
measure hag a strange destiny, 1 ven-
ture to think that within a year of
this measure becoming law, the
Finance Minister and the Government
will come forward to this House with
an amending measure; for the govern-
ment will realise by bitter experience
and after having affected the develop-
ment of our economy that this mea-
sure is impractical unworkable and
is productive of great harm to the
small man and the regionally back-
ward areas.

Pandit K. C. Sharma: 1 congratu-
late the hon. Finance Minister for
bringing this comprehensive piece of
legislation. The reform of the Com-
pany Law took about nine years and
various viewpoints have been taken
into consideration and a workable
piece of legislation has been brought
forward. The fundamental questions
before Parliament have been two,
namely, the safeguarding of the in-
terests of the shareholders and creat-
ing confidence for investment and limit
ing the powers of the managing
agency. 1 am not one of those who
will not acknowledge the great ser-
vices that the managing agency sys-
tem has rendered. It has certainly
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contributed to the growth of industry
"and expansion of many new institu.
tions of production and many new
manufacturing concerns. That is all
good. But from the talk of my friends
from the industrial side I find a
certain lack of appreciation; they do
not understand that these great insti-
tutions, these great manufacturing
concerns in almost all cases have been
made possible on the sacrifice of the
common man. What about the pro-
tecticn, the big protection? Has any
concern of considerable magnitude
prospered and grown without the help
of the protective duties? How much
has the poor man, the ordinary citi-
zens, paid for it? That is why the
State comes in. The State comes in
because the manufacturing concern,
however, creditable it might be and
however much might it be due to
your abilities and hard work, has
been possible and has grown on the
sacrifice of the people at large,

Then, what is the base of these big
business houses, of these big manu-
facturing concerns? The base is the
shareholder. Now, the shareholder
goes to the background because the
shareholder as such is not entitled to
remove the managing agents. The
only power given to him jg wunder
clause 337 for negligence and gross
mismanagement. What about ineffi-
ciency? A director who concerns
himself with the management of a
concern can be removed under clause
283 in an ordinary meeting by an
ordinary majority voting. Why can’t
a managing agency be terminated like-
vise, 1 fail to understand. There was
a theory of the divine right of kings.
The king was a king; nobody appoint-
ed him. During the long political
evolutionary process that system of
king by the divine right coming to
the thrcre has vanished. But the
LKing had many virtues on account of
‘his past inheritance, on account of his
traditions and on account of his
personal  equipment: the managing
agent has none. Yet he has occupied
the position of the divine right of
kings. Certain people come in and
float a company. In six months they
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get themselves confirmed. In six
months how many shareholders will
there be? Then they are irremovable.
With all respect to my friends_ it is
something that cannot be put up with,
and I am sorry to find that even this
present legislation has made no pro.
vision for the removal,of managing
agents.

Now, you say that the managing
agency has done well. Yes, it has
done well. Take it for granted. But
it has also done something which my
industr.al friends are ashamed of.
One of them,—a very rich man,—says
that no managing agency whatsoever
is in a position to justify its actions
and some of them are very disgrace-
ful. He is one of them. I do not find
fault with them. They were tempted
to do certain things; but to say that
everybody else was doing mischief is
to say that the magistrate should not
convict the thief for thieves are in
large number.

Dr. Krishnaswami: The magistrate
will never be convicted,

Pandit K. C. Sharma: Therefore,
the magistrate should not convict him
simply because there are ten other
thieves in the market. That is mno
argument. My only painful observa-
tion is that at this hour no man
should stand up and say “we did
something which wag wrong because
others have done it.” This is no justl-
fication. With all respect, it does
not sound well from the experienced
and well-meaning gentlemen sitting in
the Parliament.

Mr. Deputy-Speaker: Let bygones
be bygones; let us see for the future.

Pandit K. C. Sharma: So, I mean to
say that this Jaw is a necessity and it
fs a logical consequence of the things
that preceded. It is not today. The
idea was already in existence in 1936,
It was already in operation in 1951.
More control was necessary, not be-
cause managing agency as such was
something that must go down. They
accept that the managing agency
should remaln; otherwise, they would
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have abolished it in this Bill, but
that greater control is necessary. Why
is it necessary? Because people mis-
behave, because the shareholder is
coming into the picture and becaus=
the common man is coming into the
picture. When the Englishman was
ruling here, the common man could
not come up. Now, you go to any
district or any town and people will
say “the District Magistrate does not
do this”; “That man does not do
this”; “The Subordinate Magistrate
m.sbehaves”. He cries; he makes a
demand. So does the shareholder. If
it is true of the ordinary citizen in
the street—to cry aloud and demand
his share in the administration of
the Government, to demand his share
in shaping the well-being of the peo-
ple—it is equally true that the share-
holder should get the better of the
munaging agent. 1t is nothing wrong,
nothing new. What is true in other
spheres of life is equally true in the
management of big business. So, rmy
point is that there should be a provi-
sion in the Bill that like the Directors,
the managing agency should be re-
moveable by the vote of the share-
holder, because it is accepted that
the things are not what they should
be or are not acceptable. This being
the case, the shareholder should zet a
chance, the first opportunity, to de-
clare whether this managing agency
should remain or should get out,
While I plead for this provision, I
also plead that this clause 366 for com-
pensation by three years’ remunera-
tion should go. Once a body of
persons in charge of a big concern are
found to be inefficient or not doing
their job in the proper way, not satis-
fying the shareholders—their masters
—they have no business to get any
compensation. Is a wrong-doer entitl.
ed to any compensation whatsoever?
There is no logic in it. It is not fair
even. If people do not behave well
if they have not worked well, it is
m tne people’s interest and it is in
e interest of the business that they
snould go out. Nobody of share-
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holders would keep such managing
agency people. 1f they work well, it
is in the interests of the business to
keep them. They will -certainly
think that if their services are good,
they should be kept on. Why should
they kick off good people?. Therefore,
they should be removable by ordinary
vote as the director is, and secondly
they should not be entitled to any
compensation whatsoever.

Again as Shr¥ Morarka and Shri
Nathwani have said, I also emphasize
that the appointment of directors
should be on the basis of proportional
representation by single transferable
vote, The argument is that it will
break the homogeneity of the direc-
torate and they will not be allowed to
work well. I was looking into a
report in the U.S.A. In most of the
States this system is prevalent and the
report says that it has done well.
Now they say there was Nehru-
Liaquat Ali agreement and it dia
not work well. There is a
rule on application of ana-
logy in Logic. The analogy is appli-
cable only to the cases in the same
category, that is of the same kind.
Administration and profit-making are
two different things. They differ in
rateguries. Administration has cer-
tain ideologies, certain different view-
points, what is good for the people,
what is the objective for building a
new State, etc. A political party
«liffers in its outlook. But no two
persons differ in the ways of maxing
profits. They know full well where
the profit is to be put, the more it
i8 made the better it #s. In India at
least, business means profit, nothing
more, It may mean that their children
should be well fed and therefore it
will be to the good of the scciety. A
good child is always an asset to the
society, but it is a remote possibility.
‘f'he #mmediate concern of every busi-"
ness in India has been profit-making
ind that is why so much trouble has
11isen. It is no fault of yours. It is
simply a long tradition. If you want
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to find out the truth go to any busi-
ness ! house. What would be the in-
scription? Not the ‘“ruth’; not the
‘light’, but “Shri ‘Labh’ Shrj ‘Sukh’ ",
God give me profit, and God give me
comfort, nothing else. Go to any busi-
ness house, in that palatial build-
ing you will see only this inscription.
So, it is a long tradition that in India
business has always meant profit and
even big manufacturing concerns have
not deviated from this principle. It is
a sad case. In this modern age of
industrialists, the business houses are
likely to play their part which the
great Rajput warriors played in the
history of this great country. Why?
Because now it is a question of vote,
how to catch the vote? With your
money, Who constitute -democracy?
The intelligent monied man will al-
ways be a powerful factor in any
democratic set-up. Because he sup-
plies the wherewithal to fight the
election. He owns chains of Daily
papers. He may be remote in the cor-
ner behind the curtain. But he shall
always have an important say and he
is the man to be convinced of the
measures that the Government or
Parliament is to take. But with the
profit motive alone in the mind and
in the heart, will any democracy suc-
ceed with this set of people? Thig is
a fundamental question. I do not
worry whether the managing agent
makes a few crores of rupees or a
hundred crores of rupees. My only
eoncern is that the present attitude
that you should not change the law
because there are thieves elsewhere is
not correct. Do you mean to say that
because other people misbehave yovu
should not behave well? The busi-
ness classes—the richer classes—-are
always all over the world in a demo-
cratic set-up an important factor so
far as the administration of the coun-
try is concerned. You cannot escape
the fact that in democracy you have
to app¥oach the common voter and in
approaching the common man yocu
have to find some money, because you
cannot walk on foot. Then Industry
is an important factor in raising the
standard of life. With this mind
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and character, it would be impossible
to have any sound administration
whatsoever, This is my painful obser-
vation—not that you have got lot of
money, not that you do not have it.
All the money in your pocket will
come in the market, What does it
matter? Instead of one car, one man
may have 10 cars. It is* somewhere
and some people have it in some way
or the other. It does not inatter
much, but what matters is the mind
and character I say that the empha-
sis from the managing agency must
pass on to the share-holder and, there-
fore, the elections of the directors
must be on the basis of proportional
representation by single transferable
vote., I submit again that there is
nothing strange in it. There is no
force in the argument that it will not
work well, I have_heard very care-
fully Mr. Bansal’s speech. I say the
fears are without any foundation. 1t
will work well and it will give satis-
faction to all sections of the share-
holders. ’

Then, Sir, again my one observation
is that all companies operating iz In-
dia should have on their directorates
smoe nationals of India. In support
of this argument, I am reading irom
the Company Law Committee’s Re-
port. Here is a provision from the
General Corporation Law in the
States of New York:

It provides:

“The Business of the Corpora-
tion shall be managed by its Board
of Directors, all of whom shall be
of full age and at least one of
whom shall be a citizen of the
United States,”

Again, there is a provision in the
Swiss legislation, which says:

“The sole director of the com-
pany, and if there are more, the
majority of directors must be of
Swiss nationaiity and domicile.
For holding companies, if the
main purpose is investment out-
side Switzerland, Government may
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grant exemption from this require-
ment. Violation of the law may
give cause for judical dissolution.”

1 do not think it requires any argu-
ment. It is a general sentiment of
our people that whoever operates in
India must _have some Indian on the
management, so that the country’s in-
terest may be safeguarded. There
might be difficult times where even
the security and the important interest
of the country are to be looked after
and if our national is there, it would
be much more to the benefit of the

country.

Having done this, I pass on to cer-
tain provisions to which my friends
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have taken objection. This is about
the 11% qf overall managerial remu-
neration. It ig true that competent
people should get on the directorate
and, for the mere sake of remunera-
tion, the interest of the industries....

5 P.M.

Mr. Deputy-Speaker: The hon. Mem-
ber is proceeding on a new topic. I
think he can resume his speech to-
morrow. The House will meet again
at 11 O’clock tomorrow.

The Lok Sabha then adjourmed till
Eleven of the Clock on Wednesday,
the 17th August, 1955.
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