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STATUTORY RESOLUTIONS RE

DISAPPROVAL OF ORDINANCES

NOS. 7 AND 9 OF 1974 AND COMPA-

NIES (TEMPORARY RESTRICTIONS
ON DIVIDENDS) BILL.

MR. DEPUTY-SPEAKER: Now,
we take up the next item. There are
two Statutory Resolutions given
notice of by Shri R, R. Sharma and
Shri S. M. Banerjee. The first Sta-
tutory Resolution relates to the Ordi-
nance and the second Statutory Reso-
lution of Shri S. M. Banerjce relates
to the amended Ordinance. 1 was
attracted by it as to how there can
be two Statutory Resolutions relating
to the same Ordinance.

Companies
Divi-

We also take up the
(Temporary Restrictions on
dends) Bill

All these will be taken up together.
Shri R. R. Sharma.

SHRI R. R. SHARMA (Banda): Mr,
Deputy-Speaker, Sir, I beg fo move:

“This House disapproves of the
Companies (Temporary Restrictions
on Dividends) Ordinance, 1974
(Ordinance No. 7 of 1974) promul-
gated by the President on the 6th
July, 1974.”

Sit e

THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
Why not allow all of us to move first?
All these three motions are to be
considered together.

MR. DEPUTY-SPEAKER: That
will be creating a litfle confusion. He
first moves, then makes his speech;
then Mr. Banerjee moves and makeg
his speech; and then you move and
make your speech. That is the order
which we have been following.

SHRI YESHWANTRAO CHAVAN:
All right.

MR. DEPUTY-SPEAKER: MR. R.
R. Sharma.
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[Surt Navar Kisuore SiwHA in the
Chair].
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“New Delhl has finally come out
with an attempt to conlain inflation |
by issuing two Ordinances, one to
restrict dividend distribution by com-
panies and the other to impound
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additional wage claims. Evidently
further meuasurcs are being contem-
plated. But as it is, it is clear that
the measures announced do not form
part of a coherent strategy and, as
such, they constitute only half-baked
attempts in dealing with a serious
situation. To think that large divi-
dend distributions add to inflation 1s
far fetched, particularly in a situa-
tion like the nresent when capital
formation is sluggish. Evidently,
New Delhi seems to have been car-
ried away by the high ratio of divi-
dend distributions to the net profits
of companies. According to the Cabi
net Secrelary, companies are paying
45 to 49 per cent of the net profitg
as dividends and this is being sought
to be restricted to 33.3 per cent. The
net profit of a company is defined un-
der the Ordinance as the one compu-
ted in accordanee with the provisions
of Sections 349 and 350 of the Com-
panieg Act, 1956, This would mean
the net profit arrived al after provid-
ing for depreciation hut before taxa-
tion and development rebate A re-
cent study by the Reserve Bank of
the finances of 350 large public limi-
ted companies in 1972-73 indicated
that the average ratio of dividends to
profits before tax of these compunies
wag only 31.8 per cent, against 29.3
per cent in 1971-72, This ratio of
dividends to net profits may hae
gone up in 1973-74¢. But what is more
important from the point of view of
the shareholders is the actual divi-
dengd distribution on their risk capital.
The RBI study shows that of the 330
, companies, only 92 companies (against
_'532 in 1971-72) declared dividends
above 15 per cent on the paid-up
capital, Of the balance 115 compa-
';ﬂit‘s fell in the dividend group 10 to
115 per cent. That no less than 91
Emmlnnlu pald no dividend at all is
Iso significant, Taking the 350 com-
anies together, the average rate of
ividend wag only 11.4 per cent. The
of dividend distribution for
97874 has generally gone up, tex-
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file companies, pharmaceuticals, elc,
being lhe prominent among those

which have made larger distribution.
Surely, the shareholders of these
companieg will be considerably affec-
ted by the limitation of the dividend
to 12 per cent of the face value of
the ghares of 33.3 per cent of net
profit as defined under Sections 349
und 350 of the Companies Act.

What maude the government think
that 1ute of dividend ahove 12 per
vent 1s on the high side ijs not clear.
It 15, on th¢ contrary, considering the
fact that the minimum lending rate
of banks is 15 per cent and the rate
of interest which the government
proposcy to pay on the impounded
wages is itself 11 per cent. There
should be some allowance for the
risk cupital. There has always been
a wide gap between the deposit rates
and lending 1ate, of banks on the one
<ide and the rate of interest (divi-
dend) on the nsk capital, on the
nther side. But by limiting the divi-
dend to 12 per cent, the government
has nuirowed down the gap. This is
hound to have ils repercussions  on
tnpital formation, which is not, as it
i, very encouraging. In fact, the
RBI study of 350 large companies
shows that the rate of gross assets
formation declined from 9 per cent in
14971-72 to 7.8 per cent in 1972-73.
After o1l what does the government
hope to achieve by thig measure?”

wmyrafa w¥w : ow ow W
wTqu A ¥ aad ewvfae Digew ¥
sroyey freray 72 F

SHRI R. R. SHARMA: T want to
quote because to my assessment it is
a very vsluable suggestion which the
Economic Times has given, “Only
about Rs. 50 croreg are expected to
accrue {o companies and will be
available for their expansion and pro-
duction programmes. While the divi-
dend restriction will have only a
limited success In fighting inflation.
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it has, on the contrary, created a
panic in the capital market., It would
have caused a crash in the ghare mar-
ket and a payments crisis, but for the
fact that the stock exchange authori-
ties have suspended official deals and
have asked the brokers to carry over
the business at a fixed carry over
rate, Even so, many institutions,
like the UTI, will be considerably
affected by the depreciation in the
value of their investments, once the
market reopens. It is o be hoped that
the government would reconsider its
decision.”
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MR.
moved:

CHAIRMAN: Resolution

“This House disapproves of the
Companies (Temporary Restrictions
on Dividends) Ordinance, 1974
(Ordinance No. 7 of 1974) promul-
gated by the President on the 6th
July, 1974.”.

SHRI S. M. BANERJEE (Kanpur):
I beg to move:

“This House disapproves of the
Companies (Temporary Restrictions
on Dividends) Amendment Ordi-

779 L.S—9
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nance, 1974 (Ordinance No. 9 of
1974) promulgated by the Presi-
dent on the 15th July 1974.”.

I oppose both the ordinances. Nor-
mally, I would have been glad to
thank the hon. Minister for bringing"
forward any measure which would
have curbed monopoly. But here we
have realised the hollowness and
futility of this measure which was
brought mereiy to hoodwink the pub-
lic in general. Out of about 3009
companies in the eountry, it is only
about 200 companies. which pay divi-
dends to the tune of 12 per cent or
more. Out of that, if it is implemen-
ted effectively, what will be the net
gain to the exchequer? It will not
be more than Rs. 5 crores. But we
have been suggesting from our party
both inside Parliament and outside,
various measures which would have
plugged the loopholes which are se
apparent and glaring in those com-
panies which are minting money at
the cost of the people. But no heed
was paid and no measure has yet
been brought by which Government
can claim that they have been able
to plug those . loopholes. Various
amendments have been made to the
Companies Act and all that but keep-
ing in view that there ghould be some
loopholes kept so that they may ulti-
mately benefit those capitalists.

What do we see about the functicn-
ing of certain business houses? I
may mention certain biec  business
houses like Birlas, Hindustan Lever
and a few others. You will be sur-
prised to learn that in the Birla
House nobody pays wealth tax. Thev
are supposed to be the poorest men
in the cuntry. They have manipula-
ted their accounts so well that none
of them pays wealth tax. I was sur-
prised to get this answer in Parlia-
ment to a question. How do they do
it? This manipulation is done with
the help of chartered accountants and
so on and by distributing the shares
among their family members, frienas
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and those who help them. It is so
manipulateq that it is impossible for
the Company Law Board or any autho.
rity, whether income tax or sales tax
etc. to really put their hands on those
persons who have to pay these taxes
This is how they manipulate it.

Then they inflate their ghare values
They cordon the shares of others.
Ultimately what happened to Martin
Burns? Goenkas cordoned off theii
shares. We raised a question in tlus
House which wag replied to by the
then Finance Minister., He denied
but ultimately it was found that they
were cordoning the shares effectively
and systematically.

If you see the working of Hindus-
tan Lever, it is one of the biggest
concerns manufacturing dalda, soap
etc. They enjoy a monopoly in this.
It is an internationa] organisation.
What are they doing? Ordinary life-
buoy 1s not available. Production has
been minimised. Sur{ production has
been minimised Even the production
of ordinary lux has been minimised.
Instead, they have brought out a goap
called Lux Supreme which they say
ig just like Came which has no paral-
lel in the world. Are we inieresied
in Came and Lux Supreme or in
Sunlight and Lifebuoy, or any other
soap which may be used by the ordi-
nary person for washing and toilet
purposes? It is really surprising they
are doing these things. Questions
after questions have been raised in
this House. 1 have personally writ-
ten letterg t¢ ‘he Finance Minister
and the Company Affairs Minister
and other Ministers including the
Minister of Petroleum and Chemicals.
Here 1 must congratulate the Ckief
Minister of UP who ordered a raid
into the factory at Ghaziabad, bring-
ing out so many tins of dalda un-
accounted for, 85 tonnes of dalda were
available in ‘bags' ‘which were mnot
tins. In soite of this, the persons
who gave information gbout this,
have been dismissed and three more
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employees are likely to be dismissed
1 would request the Finance Minister
to put his hand on that, I would
also like to know whether as a result
of these searches and raixds which
took place in the Ghaziabad factory
of Hindustan Lever the information
got was found to be correct by the
Chief Minister of UP, the Company
Affairs Department or the Petroleum
and Chemicals Ministry and various
other concerned departments. If the
information was found true, how i3
it that they have gone scot-free? We
must be assured that the necessary
aclion will be taken cffectively.

What are they doing?
minimising production. They were
manufacturing dalda The price of
a kilo was Rs 9. But gince this 1s
not remuneratlive, they started divert-
ing their production from dalda to
margarine

They are

17.00 hrs.

The price of margarine today 1s Rs. 13
per kilo. Th4ey are producing mar-
garine 1n prefe ‘ence to Dalla. Marga-
rine is used by those who cannot
afford butter. In the West, people do
use margarimme In thiv case, becau:e
they were getting Rs. 13 per kilo for
margarine, they mumimised the pro-
duction of dalda and they created
artificial scarcity in the country, to
push up the price of dalda. Am T
to understand all this will be allowed?
Should this company be allowed to
hold the country to ransom? If there
is a gtrike in the Hindustan Lever or
in the Birla concerns or in the Na-
tional Rayon or in the J. K. Rayon
or in the Keshavrao Rayon,~—these
companies are minting money at ‘the
cost of the people and they ars mak-
ing fabulous profits—immediately the
workers will be blamegd that they are
holding the country to ransam. What
about those who are minimising pro-
duction, who are reducing the produc-
tion capacily and who are not utilis~
Ing the idle capacity? Only 33—40 per
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cent of the capacity is being utilised
and 50—60 per cent remalins idle, Is
1t not in the national interest to take
over these concerns? Is it not high
time that Hindugtan Lever ghould be
taken over? Sir, some time back, a
question in regard to this wag raised
in this House and Shri F. A. Ahmed,
who 18 going to be the President after
two hours or one hour or he might
have become the President—long live
the President—denied and said ‘we
have no intention to take over this
concern'. I would hke to know, why
has not the Hindustan Lever becen
taken over. I am told they have paid
Hs. 25 lakhs to the coffers of the
Congress Election Fund. 1 am subject
to correction. The Finance Minister
will be able to reply to this, whether
it i Rs. 25 lakhs or Rs. 23 lakhs.
Exact amount must be known to
somebody. This is the main reason
why they do not care much about the
Chief Minister of UP.

SRAVANA 28,

Then, what 1s happening about scl-
ling of shares There were certain
concerns who decided that shares
should be sold to the employees. But.
what are the categories of employets
who are being given shares? Persons
getting high salaries are the actual
shareholders. Very few concerns in
the country are selling shares to the
ordinary clerks and other employees
because they do not wanf these ordi-
nary people Lo become shareholders,
as they will have their say in the
Annual General Meetings. They cun-
fine to those own shareholders who
will vote for their own persons to
become Managing Directors, Directors
and Chairmen etc. This ig how mani-
pulation takes place.

The Government expects to get Rs.
5 croreg out of this measure, What
are the other measures by which
Goverhment eould possibly get more
money? I would like to kfow from
Mr. Stephen, who is now disturbing
the Finance Minister, what is the
position in the cashew nut industry.
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May I invite the atiention of Mr,

Stephen? What steps are being taken
to extract more money from the
cashew nut industry? He may be able
to tell us The pomnt is, he does not
apply his mind and he goes on dis-
turbing the Finance Minister, That is
the whole difficulty. The cashew nut
indusiry 1s not paying 12 per cent
even. They are paying 10 per cent or
6 per cent.

The question 1s, some of these com-
panies have been converted into
junks. This 15 the case with all the
industries, whether it is the texule
industry or jute industry. When they
are converted into junks, they got
the Government to take them ove:.
Government goes on taking them over.
It has crealed a ng hospital and goes
on taking over the gick textile mulls.
What about healthy mills? Why
should they not be taken over imme-
diately?

In this case, this particular attempt
which the Finance Minister is making
will be nothing It will be an eye
wash. What are they going to get?
They are gomng to get Rs. 5 crores.
1f they had demonetised, it would
have brought thousands of crores. 1
expected this time that in the Budget.
they will at least say something about
declaration that 1f somebody decleres
black money within three monthg or
‘six” months, they will be taxed as per
the Income-tax Act, without any fine
and that money could have come into
the hands of the Government. It wag
tried by Mr, TTK, but the result was
not much. Still that should have
been attempted In this case, you
are taking only Rs. 5 crores from the
companies whereas you are taking
Rs. 800 crores from the ordinery
salaried employees. Should the sala-
ried employees suffer™ throughout
their life? Their income-tax is de-
ducted from the source. What about
the tax evaders like Birlas, Tatas or
Dalmias who go on dodging income-
tax, sales tax and other taxes? WNon-
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payment of Government revenue
somelimes becomes their capital
What are the other measures which
the Government propose to take to
extract money from them? What
about their high profits, known and
unknown? When it comes to the
question of bonus, they maintain two
books of accounts. I must thank the

income-tax authoritiegs for raiding
certain big houses including Mr.
Jindal's. I am extremely _happy

that Mr. Jindal who thought nothing
could be done to him because of the
patronage he enjoys from big people
was raided by the income-tax autho-
rittes. I must congratulate them on
their courage and conviction. But I
do not know what is going to come
out of it. During the raid, it was
quite apparent how two books are
kept. Even the ladies knew where
they are kept and they put them into
the fire immediately. Somebody even
swallowed some very  important
papers which would have exposed
their sinister design,

There wus a press news published
mn our party organ, New Age that Mr.
Kapadia got some bencfit only because
1t was mentioned that he way the
manager of Mrs. Gandhi. But it is
Mr. Yashpal Kapur who ig generally
describedq in thre press as the manager
of Mrs. Indira Gandhi. He is a good
friend of mine and it is my misfor-
tune that i1t was being saiq that it was
he who went to UP and wanted to
pet MR K. K Birla elected. My hon.
friend, Shri R. K. Garg, who is the
newly elected member from Hardwar
asked in the UP Aswembly whether
it is a fact that Mr. Bahuguna or the
Congress Pirty in UP wants to elect
Mr. K. K. Birla. Is it not a fact that
Mr. Bahuguna said, “If Mr. K. K.
Birla is elected to the UP Assembly,
1 will fesign and dissolve the Assem-
bly"? 1In the end, Mr, Birla was
rightly defcated. Is it not a fact that
16 rooms were taken in Carlton's
hotel? Who is working for Mr. Birla?
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There should be a thorough probe into
this whole affair,

Unless the key industries are na-
tionglised, our economy is not going
to improve. When we requested that
Hindustan Motors should be taken
over, the then minister, Mr. Moinul
Haq Chowdhury said it wag a junk.
They are manufacturing Ambassador
cars which are good cars, though peo-
ple say, everything in that car minus
the horn makes noise. When there
was a lock out in the Standard Mo-
tors in Madras, we could have taken
over that company. Automnmible in-
dustry should be taken over. Unless
the key industries are nationalised our
economy is not going to improve. This
inflation cannot be checked only by
fleecing the people on the one hand
and limting the dividend to 12 per
cent. So far as take over is concerned,
I do not know who is going to take
over whom. The highest bidder will
take the country. Therefore, I wuuld
request the hon Finance Minister nol
to rely solely on this measure ke-
cause Rs. 5 crores would he nothing
The monopoly houses should be taken
over. Otherwisc, they will hold the
country to ransom. Duriog the Pak-
istani aggression these people were
minting money, when lakhs of refu-
geus came from Bangladesh in dire
starvation conditions, Al that time
these sharks went to the borders and
sold daily necessities at fabulous
prices and minted money at the cost
of starvation of these people. They
have no feelings for others. They
want to mint money and maintain
their profits at the cost of anything.

I am opposing this Bill only becuuse
this will not serve the purpose. Only
a very small number of compnnies
will be covered by this. Most of the
monopoly companies will function in
such a way that they do not declare
any dividend at all. What about the
control of their expenses? By this
measure you are going to get only
Rs. 5 crores whereag by freezing tho
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emoluments and dearness allowance
you are getting Rs 300 crores 1
want the Finance Minister to le¢ us
know what more measures are hikely
to be taken to control these big bus'-
ness houses, monopoly houses, to
curb them and reduce or minmsc
their profils and take over them Be-
cause, unless the means of production
are taken over by the State, nuthing
18 gomng to happen in this courtry
With these words, 1 support the mo-
tion of disapproval moved by my hon
friend and reguest the hon Mimter
to make a statement

MR
moved

CHAIRMAN Resolution

“This House disapproves of the
Companies (Temporary Restriction.
on Dividends) Admendment O.d:
nance, 1974 (Oidinance Nu 9 of
1974) promulgated by the Presiden.
on the 15th July, 1974"

THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN)
1 beg to move *

‘*That the Bul to provide m the
interests of national economic de.e-
lopment for temporary restrictions
on the power of certdin companies to
declare dividends out of orofits and
for matters connectcd therewith o1
incidenta) thereto he {aken in‘o con
sideration '

Sir when the Parhament was not in
session, an Ordlnance was promulgat
ed on 6th July, 1974 for eurhing the
distribution of profits by rompanies
A statement indycating the rmrcum-
stances which necessitated the pro-
mulgation of the Companies (Tempo-
rary Restrictions on Dividends) Ordi-
nance has already been lald on the
Table of the House Hon Members
Bre aware that in the case of a lirge
number of companies the fAnancial
Year ends on 3lst December and the
Annual General Meetings of the Comr-
Panies at which dividends are de-
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clated are generally held within six
months from the close of the financial
year te 30th June The dividends so
declared at the Annual General Meet-
ings are required to be discharged
within 42 days from the date of decla-
ration The Ordinance prohbits the
declaration of dividends and payment
thereof m exeress of the distributable
profits which were stipulated 1n the
Ordinance
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(a) 331/3% of the net profits after
tax, or

(L) an amount required to pay 12%
dividend on the gace value of
the equily share of the Com-
pany and dividend payable on
its preference shares whichever
15 lower

Thus by the issue of this Ordimnance
on bth July, payment of dividends in
txeess ol the limits prescribed i the
O1cdinance have been checked

The distribution of dividends by
ovil 1200 medium and large pubhc
companies which made profits in 1970-
71 and 1971-72 amounted to about 44
1o 47 per cent of theiwr after tax pro-
t1s In many companies, the divi-
dends dec'ared constituted more than
B0 per cent of their after tax profils
Similarly about 200 compan'es had
declared dividends on thewr eawty at
12 pir cent or more Having rtegard
to the fact that an eguitable package
of anti-inflationary measures must
include steps designed tg wurk cun-
sumption out of profits as well as
other sources of income, it was consi-
dered necessarv to fix a cetling on the
distribution of dividends This wall
curb the current consumption out of
pre its, reduce reliance of the corpo-
rate sector on bank credit and there-
by check the expansionary impact on
money supplv The funds so saved by
the companies will be available 1o
them for productive use mn financing
the capital cost of expansion, diversi-
fications and replacements and at the

*Moved with the recomemndation

of the President
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same time it may also help to reduce
the draft on the resources of the
banking system, The tofal savings
envisaged by limiting the distribution
of dividends are estimated at Rs. 60
to 70 crores per annum and to that
extent it will minimise he pressure on
the resources of financial institutions,

There seems to be no real cause for
worry for gemuine investors in corpo-
rate scrips as in the long run this
Ordinance should help the companies
to improve their viability. In any
reahstic appraisal of the effects of this
Ordinance. we must not lose sight
of the fact that even under normal
conditions, many investors in the new
issue market do not exbvect to receive
dividends in the first two years, As
such, this measures need not have any
adverse effect on the pace o! capital
formation.

1 shall now refer to the few impor-
tant clauseg of the Bill, Clause 2(e}
in the Bill defines the net profits
which are the profits of the com-
panies computed alter payment of
tax.

Clause 3 of the Bill defines the cate-
gories of the companies to which this
Act will apply; these, wmter aha, in-
clude all companes in which the pub-
lic are substantially interested. It
will also apply to the compabies in-
corporated outside India who declare
dividends in India.

A provigion has been made under
clause 4 that if the dividends have
been declared and paid to ode section
of the shareholders of a company be-
fore 6th July but not payd o anciher
seetlon of the shareholders of the
same tompany, this clause will not

wpply,

The Nidhis and Mutual Benefit
Socleties covered by Section 620A of
the Companies Act bave ben exerapt-
ed from clause 7 Which restricts
among others the loang to the share-
holders, as their main object is to
grant loans to the sharcholders and
not to anyone else.
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Clause 13 states that thig Aci shall
not apply fo the companies which are
under liguidaion as it is not our in-
tenton to delay the lquidation pro-
ceedings.

Sir, the present Bill seeka to replace
the Ordinance issued on 6th and 15th
July, 1974 subject to certain changes
which are of a consequential or pro-
cedural or clarificatory unature Ly an
Act of Parliament. I request the
House to unammously accept the Bill.

I move.
MR, CHAIRMAN: Motion moved:

“That the Bill to provile, in the
interests of national economic deve-
lopment, for temporary resttictions
on the power of certai companies
to declare dividends out of profits
und for matters connecie therewith
or incadental thereto, be taken into
cungideration.”

SHRI NIMBALKAR (Kulhspur):- 1
would first hke to say thai thuse from
the Oppostion benches who moved
their motions agmnst the Ordihances
must be answered in a wav. 1he first
speaker—I am sorry 1 have scen hm
here for the first time today --has
made more or less a politieal spcech
except for the quotation which he
gave from the Ecomomic Tumes

SHRI R. R, BHARMA: [lave you
seen me for the first time onlv taday”

SHRI NIMBALKAR: YES.

If I have to answer the arguments
of the Economic Times, ug lar a8 I
know there is a columu i the Eco-
nomic Times where readers can write
and as MP.s we also find a place
there; therefore, if 1 have o answer
their arguments, 1 cap write in that
column,

As far as my {riend, Mr. S, M.
Banerjee, is concerned, I have seen
him wvery often here, almost every
day. He has been wointing out, in
accordance with his ideology of
course, that we should take ever more
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and more key industries; he is, in
other words, for nationalising as many
industries as possible, begipning with
monopolies, key industries and go rn.
This question was onz: put in this
very House and the snswer of Shri
C. Subramaniam, now the Minister of
Industrial Developmeni, was like this:
what have we done with the inaus-
tries which we have naticnalised; we
cannot look after them wel!: and if we
nationalise more indusurics, what 18
that going to bring us? 1 want fo tell
my friends from the Communist Party
that what 15 happening in this coun-
try is that we are irying tp work one
system with an administrative system
which 1s of quite a different ideology,
in other words, having taken over in-
stitutions from an imperialist govern-
ment, we are trying in work with
those imperialist institutions socialist
ydea, which we have promuigaled,
with the sesult that wo are achivving
in this country neither this nor that.
Ultimately our econom? on~ ¢an say,
15 neither flsh nor fowl. The question
is this. If you want t¢ imnlement the
Communist 1deology, then you must
have a super-structur~ which is Cem-
munist If you wan~t to impleinent
soriahst ideology—if want to
make a difference between Commu-
rism and socialism as we do
make--that super-structure must be
there. My contention is that, m our
ccuntry, we do not have at present
the super-struciure to bring in soci-
alism the wav 1t should be brought
i, I want gocialism to come to this
country, but 1 do not see the super-
siructure, I do not see even ={Torts
being made {o create that super-siruc-
ture. For instance, 1 want to point
out to my friend, Mr. S. M, Banerjee.
that, even whep Stalin created his
public sector in Rusgia, what he first
did was to create a cadre of people
who are incorruptible. But we have

vr

not done that. Let us start wilth the
super-strycture before implementing
anything. Let{ us start with the

. superstructure first. then only we will
succeed. T am sorry., with the social
_ outlook that our country has today
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and the manner in which our institu-

tions are functioning foday, I sm
afraid, however much Mr, Banerjee
may like us to take over any mills or
monopoly undertaking and so on, we
are going to make a mesg of it rather
than make something good nut of it.
As far as taking over sick millg are
concerned, I agree with Mr, Banerjee
that there are certain capitalists who
make an absolute junk out of the fac-
tories with the hope that, at one
stage, the Government will take over
those factones, First of all, they have
taken out as much money as possible,

This 1s actually another incentive, So,

give them massive compensation also.

from the factories; and when Govern-
ment takes over, they hope, it would
give them mursive compensation also.

This is actually another incen'ive,

So, I cannot agree with my hon.

friend Mr. Banerjee.
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With these measures which are
coming up, the Government is trying
to tackle the eeonomic problems of
our couniry from three directions,
namely., (1) decreasing the amount of
money in circulation; (ii} decreasing
the velocity of that circulation; and
(1) helping in raising production at
the same time. These are the three
directions. Sir. nol only the Opposi-
tion, but, any person who sees the
present situation in our country would
readily agree that this is a most for-
micable task.

We cannot just by taking ompe or
two or three measyres solve this pro-
blem, Many measures are necessary.
We should consider many measures
for the solution of the problems, At
the same time we should have a good
look at our own economy.

Also, we cannot expect that what-
ever measures we take will bring
aboul immediately an improvement in
the economy by getting rid of infla-
tion and all that. Tt is not this one
Ordinance alone which the Govern-
ment hgs brought forward, They
have talked about Package Project
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There are other Ordinances, the
Wages Ordinance is also Involved.
The difference betweep these two
Ordinances is this. While the Wages
Ordinance is dealing with earned
income, the other Ordinance is deal-
ing with unearned income, That is
the difference.

Then, another question was raised
whether this money above twclve
per cent will be used for invesiment
in industries and so on for increasing
production.

Now, my ewn personal expcrience
is this. No industrialist likeg to
keep his money idle, He will always
iry to invest money to augment pro-
duction. He may dodge taxes,—but
that is another matter,—but basically
his idea would be {o invest his money
in the industry or business and augu-
ment his business,

So, 1 do not think that {o say that
this money ‘will not be used product-
ively will be a valid argument,

As hon. Members will recollect,
the hon. Finance Minister said ihat
this will help also in reducing the
pressure for borrowing money from
the banks, And if you lovk at it mn
connection with the credit squecze,
you will find that this is a very good
measure. If the credil squeere does
not become eflective in the manner it
should be in a se'ective wav, then this
money exceeding «12 per cent in some
form or other becomes available
and fills the gap and facilities increase
in productjon,

One thing, I feel certain is this
These Ordinances, by themselves, are
not geing to effect much improvement
in our economy. That is to say, it is
again a question of follow-up mea-
sures, There are many more things
which may be done besideg these ordi-
nances which will bring about what
we intend to schieve. That is, of
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course, check in inflation. That means
preventing smuggling, The BState
Minister, Shri Ganesh, I hear, 18 going
to de satyagraha. I do not know how
far that will work. These days it be-
comee a sort of a fashion to deal with
every problem, If satyagrahc 18
going to help us, well God bless us.
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Then comes the check on black
money, I think enough hag been talk-
ed about demonestisation, I shall not
go into that part of it. But, I think,
therc are many other things to be
done in crder o upearth the black
money. For that, the Finance Minister
und the entire Finance Minstry, for
that matter, should work in coordina-
tion and tp see what they can do.

Austerity measure is another puint.
It 1s very difficult to define what you
cull ‘austerity measures’. When 1
was speaking on lthe Finance (2) Bill,
I puinted out that the backbone of our
socialist economy should be the public
sector undertakings should run at a
profit But since they are not yun
al a profit, 1t 18 difficult to talk about
austenty measures. One of the auste-
rily measures is to make the public
seclor undertakings run at a profit.
There 15 no other way 1n which we can
save our economy to-day. But one thing
I can say. Tnal 1s our (GGovernment,
by concerted efforts, should see that
our public sector undertakings are
run at a profit

.

As regards reduction in money sup-
p'y. in the recent weeks, something
like Rs. 400 crores has been impound-
e. Thig 1s a very good sign. That
shows that this Government is really
serious aboul iaking measures which
will brinz about an overall economic
improvement in thi«< couniry. I think
that whatever my friends, from the
Opposition side, might say, they will
have to agree with me on one thing
That is, the Government is not just
sitting back and watching the situation
but it is trying to guide our economy
towards better days.
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*SHRI J. MAI'HA GOWDER (Nil-
girls): Mr. Chairman, Sir, I rise to
express my views on The Companies
('l'emporary Restrié¢tions on Dividends)
Bill, 1974,

This Bill seeks to provide restric-
tiony on the power of certain private
settor companies to declare dividends
out of their profits. It 18 claimed that
this will curb consumer spending and
promoie savings in the economy. The
Piesident promulgated an Ordinance
on 6th July, 1974 in this respect and,
later, on the 15th July another Ordin-
ance was promulguted by the Presi-
dent modifying certain provisions. Both
these Ordinances are being repealed
through this Bill. In effect, these
Ordinances are being given due statu-
tory form.

't has been mentioned in thi, House
tnut there are nearly about 3000 com-
pbamwes in the private sector, out of
wuich only 200 companies or so declare
diviiends at a rate higher than 12
per cent It is also stated that these
restiction, will only yield a paltry
sum of Rs, 5 crores. [ have certain
doubts avout these t9ings and | re-
yuesl the hon. Minister of Finance ¢
clarify them,

Immediately after the promulgation
of this Ordinance, several industrial-
ists of the country expressed their
views that the present inflationary
lendencies cun be contained effectively
only through augmenting production.
(hey also feit that dividend is an in-
tentive for higher production and any
turb on the declaration of dividends
“oulg periously bamper production.
All these views uscd to appear in the
"ewipapers. Similarly, certain emi-
hent economists of the country were
o of the opinion that substantial
wusmentation of production was the
nly answer for containing inflation in
the country. The views expressed in
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the newspapers amounted ln effect that
the Ordinance putting restrictions on
the declaration of dividends might
yield some fringe benefits, I would
bke to know from the hon, Minisler
of Finance whether tais Bill will in
any way atect proguciion in our coun-
try and whether this Bill will prove
an eilecive weapon for containing
inflation,

Sir, there is also anotber widely
prevalent view in the country, The
public sector undertakings of the Cen-
tral Government have not been work-
ing profitably from their very incep-
tion and it is doubted whether they
will ever be 1n a position to declare
dividends. In the private sector, none
of these 3000 companies hag ever in-
curred loss. They are declaring year
after year dividends at some rate or
the other. It 1s widely believed that
in order to swle-track the issue of
public sector undertakings running
continuously in loss and with a view
to diverting the attentiun of the public
from this unfortunate factor, the Gov-
ernment have come forward with this
Bill restricing the powers of the pri-
vate sector compunies 1in the matter of
declaring dividends.
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I would like to regues! the hon.
Mimster of Finance that he should
not musconstrue what 1 am going to
say about the public sector undertak-
ings. 1 am not saying this just to find
faull with the Government's manage-
ment of puohic sector undertakings.
The members belonging to the Opposi-
tion Parties as also members belong-
ing to the ruling party have repeated-
ly on many occasions referred to this
unhappy fact of our public sector
undertakings running in losses, I am
referring to this again because of the
crying need for increasing our pro-
duction. 1 am firmly convinced that
our public sector undertakings suffer
continued losses onlv because they are
managed by men who have neither
technical knowledge nor experience tn

*The Original speech was delivered in Tamil

1779 Lg~10
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running them, I have to regretfully
say that the public segtor undertakings
have become convenient places for the
distrivution of patronage by the ruling
party. 1 was a Member of the Public
Undertakings Commitlee of this House
and I hid the opportunity of visiting
many public sectgr undertakings.
Wherever 1 went, I saw invariably at
the helm of al.airs of the public sec-
tor undertakings a member belonging
to the ruling party, a former Member
of Parliament or a Member of the rul-
ing party deleated in the elections or
a retired official. Naturally, in the
hands of such inexperienced people tne
public  sector undertakings will
languish

I have no hesitation in saying that
the present economic crisis is mainly
due to ithe inexorable fact that the
huge investment in the public sector
undertakings has not given any return
so far in fact, to compensate this
loss, more investments are required to
be made. I would like to know whether
the Government of India have really
taken any concrete steps to find out
why they continue to suffer losses and
what steps are required to be taken
for making them profitable units. 1
am consirained to say that perhaps the
Government are intentionally allowing
them to suffer losses so that the pri-
vate sector monopolies can exploit this
situation to their favour, under which
circumstance the ruling party may also
derive ce.tain indirect henefits. 1 say
this because I see no renson why the
public sector undertakings have not
been made to produce profitable re-
sults.

This unhappy situation may also
help the Government in anoither way.
The hesitation on the part of the Gov-
ernment to nationalise certain mono-
poly houses against which serious alle-
gations of malpractices have been
made on the floor of this House and
also outside was till now a riddle to
me. Now, I feel that the Government
may take shelter under the excuse
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that, when they have not been able to
run the public sector undertakings
profitably, it would not be wise to
nationalise private sector undertakings
even if there are serious allegations
of malpractices against them,

Here, I would like to give the ex-
ample of Hindustan Photo-film Com-
pany, a public sector undertakings in
my Constituency, Ootacamund. It was
being run by a Managing Director who
had no experitnce in photo-films. He
wag working in a Koyna Plantation
before he was made the Managing
Director of this unit, Since he be-
longed to the State Govermment ser-
vice, I saw to it that he was reverted
back to the State Government Bervice
and a really qualified and competent
man appointed as the Managing Direc-
tor of this public sector unit. So long
as this unit continues to suffer losses,
the private sector companies manu-
facturing photo-film would naturally
exploit the situation in their favour.
Such drastic steps should be taken by
the Government of India if they are
keen to ensure profitable working of
the puyblic sector undertakings. 1 have
to point out that a Bill of this na-
ture, putting restrictions on the decla-
ration of dividends. is going to help
the Government in containing the in-
flation to a small extent. If the pre-
sent financial crisis is to be tackled
effectively, then it is the primary duty
of the Government to ensure that the
public sector undertakings are run
profitably. Simultaneously, the Gov-
ernment of India should also not hesi-
tate to natiunalise monopely houses
against serious allegations of financial
malpractices have been made on the
floor of this House, Thiy the Govern-
ment will be able to do boldly only
when they make a suceess of the public
sector units,

Finally, I have some doubis about
Section 7(C) of this Bill I should
say that I am ignorant about the impli-
cation of this Sectlon. I would request
the hon, Fingnce Minister to clarify
this section 7(C), which reads:
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“grant any loan to any shareholder
of the company; provided that noth-
ing in clause (c) shall apply to a
company which Is declared by the
Central Government under sub-gec
tion (1) of section 620A of the Com-
panies Act, 1856, to be a Nidhi or a
Mutual Benefit Society.”

1 do not know whether Industrial
Cooperative Societies and co-opera-
tives like the Handloom Cooperative
Society in Tamil Nadu will be brought
under the purview of this section. f
they are covered by this Section,
thousandg of handloom weavers. who
are the shareholders of the Handloom
Cooperative Society—about 5300 or so
will be greatly handicapped. They are
sharcholders of thig society, which
give. them loans for meeting their day-
to-dav requirements of raw material
etc. Similarly, about 4500 small tea-
growers who are shareholders of the
Industrial Cooperative Soclety in my
constituency —their number 15 about
4500 or so--will be greatly affected
because they will not be able to gel
loans from the Bociety. The Society
belps then in giving loans for the pur-
chase of fertilisers etc. If such socie-
ties are covered by this Section, a large
number of such people will be thrown
out of their employment. Their small
scale industry will also perish. I hope
that they are not covered by this Sec-
tion, Even if they are covered, I
wou!d appeal to the hon. Finance
Minister that he should unhesitatingly
exempt such societies from the pur-
view af this Section in the interest of
the livelihcod of so many thousands
of people. 1 request the Hon. Finance
Minister to clarify this important issue
in his reply to the debate.

Before I conclude, I would also ap-
peal to him that effective and energetic
steps must be token to run the public
sector undertpkings successfully and
profitably and he should also not hesi-
tate to nationalise monopoly houses
indulging in financia) malpractices if
the economic situation demands It
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The Lok Sabhae then adjourned
till Eleven of the Clock om Wednes-
day, August 21, 1974/Srgvana 30,
1898 (Saka).



